www.pwc.com

Deliverable 4.
Technical report including
in-depth analysis of the
SMEs in Bulgaria and
preliminary
recommendations for the
directions of action of the
new strategy

27 April 2020

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Contents
Transmittal Letter

8

Executive summary of the SME priority areas analysis ........................................................................ 9
1.

Introduction........................................................................................................................................ 18

Part I. Analysis of the SMEs sector in Bulgaria
2.

21

SMEs development over the period 2008 – 2018 ........................................................................... 21
Key Points ........................................................................................................................................... 21
Statistics of enterprises ....................................................................................................................... 22
Start-up creation, scale-ups and sustainability of newly born SMEs .................................................. 28
Business performance indicators ........................................................................................................ 37
Employment in the SME sector ........................................................................................................... 42

3.

Determinants of SMEs competitiveness ......................................................................................... 46
Entrepreneurs and entrepreneurship in Bulgaria ................................................................................ 47
Access to finance ................................................................................................................................ 80
Access to markets and internationalisation ......................................................................................... 95
Digitalisation and skills ...................................................................................................................... 106
Innovations and technological development ..................................................................................... 126

Part II. Better regulation and business environment

136

Implication of Impact Assessment and ‘Think Small First’ principle .................................................. 137
Doing business in Bulgaria ................................................................................................................ 137
Everyday challenges faced by small businesses .............................................................................. 139
Part III. SMEs and the environment

144

Key Points ......................................................................................................................................... 144
1.

EU strategic directions ................................................................................................................... 145

2.

Performance of Bulgarian SMEs.................................................................................................... 148

3.

Barriers to and determinants of the transition to the circular economy of Bulgarian SMEs .. 156

Part IV. Perspectives for development
1.

161

Potential for SMEs sector growth .................................................................................................. 161
Key Points ........................................................................................................................................ 161
Benchmarking with other EU peers ................................................................................................... 162
Sectoral and regional specialisation .................................................................................................. 165
Structure of exports and Global Value Chains .................................................................................. 182

2.

Challenges and drivers for SMEs sector development ............................................................... 185
Key Points ......................................................................................................................................... 185
Major policy challenges ..................................................................................................................... 186
Main obstacles for SMEs growth ....................................................................................................... 189
Drivers for SMEs creation and growth .............................................................................................. 191

1
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Part V. Strategic context

192

Key strategic parameters .................................................................................................................. 192
Progress achieved under the implementation of the SMEs Promotion Strategy 2014-2020 ............ 193
The initiatives undertaken for the Strategy implementation .............................................................. 201
The Role of ESIF for the implementation of the SMEs Promotion Strategy 2014-2020 ................... 208
Governance, coordination and capacity gaps underlying the successful strategy implementation .. 212
Engaging with stakeholders .............................................................................................................. 216
Part VI. Preliminary policy recommendations for the National strategy for SMEs 2021-2027

219

Policy priorities and directions ............................................................................................................. 219
References

224

Appendix

237

1.

Technical appendix on 2019 – 2020 SMEs Surveys..................................................................... 237
SMEs Surveys’ parameters ............................................................................................................... 237
SMEs Surveys’ technical reports ....................................................................................................... 238

2.

Methodology of SMEs indexes on competitiveness ................................................................... 263
Questions on SMEs competitiveness and index formulae ................................................................ 263
Descriptive statistics and reliability analysis of the indexes applied ................................................. 266

3.

Technical notes on identifying benchmark economies .............................................................. 267

4.

Technical appendix on specialisation ........................................................................................... 270
Technical notes on measuring regional and sectoral specialisation ................................................. 270
Sectoral specialisation by regions ..................................................................................................... 277
Regional specialisation by economic sectors .................................................................................... 287

2
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

List of abbreviations
AHFF

Agriculture, Hunting, Forestry, and Fishing

AI

Artificial intelligence

BSMEPA

Bulgarian Small and Medium-sized enterprises Promotion Agency

BMS

Business and Marketing Strategies

CVT

Continuous Vocational Training

EC

European Commission

ECB

European Central Bank

EDC

Electricity Distribution Companies

EFRD

European Fund for Regional Development

EIB

European Investment Bank

EU

European Union

ESIF

European structural and investment funds

EТ

Ednolichen Targovets (Sole Trader)

EТF

Educational training enterprise

FDI

Foreign Direct Investments

GDP

Gross Domestic Product

GEM

Global Entrepreneurship Monitor

GVC

Global value chains

HR

Human resources

HRD

Human Resources Development

HRM

Human Resources Management

i.p.

index points

IAF

Índex Access to Finance

ICT

Information and Communication Technologies

INT

Index Internationalisation

IP

Intellectual Property

IPO

Initial public offering

IRD

Index Innovation (Research and Development) Activities

IS

Information Society

ITM

Index Intellectual Property (Trademarks) Activities

MoE

Ministry of Economy

LE

Large Enterprise

3
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

OECD

Organisation for Economic Cooperation and Development

p.p.

percent points

PPP

Public-Private Partnership

R&D

Research and development

SBA

Small Business Act

SITC

Standard International Trade Classification

SME

Small and Medium-sized Enterprise

TFA

Tangible fixed assets

WIPO

World Intellectual Property Organisation

WSS

Water Supply and Sanitation

Abbreviations of EU member states
Finland

FI

Sweden

SE

Netherlands

NL

Denmark

DK

United Kingdom

UK

Luxembourg

LU

Ireland

IE

Estonia

EE

Belgium

BE

Malta

MT

Spain

ES

Germany

DE

Austria

AT

European Union

EU

Lithuania

LT

France

FR

Slovenia

SI

Latvia

LV

Czech Republic

CZ

Portugal

PT

Croatia

HR

4
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Slovakia

SK

Cyprus

CY

Hungary

HU

Italy

IT

Poland

PL

Greece

EL

Romania

RO

Bulgaria

BG

5
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Glossary
Term

Brief definition

2019-2020 PwC
SMEs survey

Quantitative and qualitative surveys conducted in the period November 2019 January 2020 for the purposes of the current analysis.

Bioeconomy

The bioeconomy comprises those parts of the economy that use renewable
biological resources from land and sea – such as crops, forests, fish, animals
and micro-organisms – to produce food, materials and energy.

Blue bioeconomy

The blue bioeconomy is a field of innovation, turning aquatic biomass into
novel foods, feed, energy, packaging, etc.

Business
intermediary

An organisation (association, federation, foundation) which is close to the
enterprises (it could be a membership organisation) and which could deliver
programmes and funding in support of national policies.

Circular Business
Models

Those types of innovative (business) consumption and production which put
into practice the circular economy processes and principles. These models
could be business-to-business (B2B), business-to-consumer (B2C) and
consumer-to-consumer (C2C)

Circular economy

A circular economy is based on the principles of designing out waste and
pollution, keeping products and materials in use, and regenerating natural
systems. It is the opposite of the linear production and consumption system.
(Ellen Macarthur Foundation)

Competitiveness
Digitalisation

Digitisation

Ability and capablility to compete successfully with other companies, countries,
organisations, etc.
The use of digital technologies to change a business model and provide new
revenue and value-producing opportunities; it is the process of moving to a
digital business.
The process of converting information from a physical format into a digital one.

Eco-innovation

Any form of innovation resulting in or aiming at significant and demonstrable
progress towards the goal of sustainable development, through reducing
impacts on the environment, enhancing resilience to environmental pressures,
or achieving a more efficient and responsible use of natural resources (Ecoinnovation Action Plan)

EMAS

The Eco-management and Audit Scheme (EMAS) is a premium management
instrument developed by the European Commission for enterprises and other
organisations to evaluate, report, and improve their environmental
performance. (EC)

Employment by
economic activity
Energy
productivity

Enterprise

EU ecolabel

Number of the actually employed persons by economic activity for a given
period of time. This does not include the vacant posts or any potential
vacancies.
The indicator results from the division of the gross domestic product (GDP) by
the gross available energy for a given calendar year. It measures the
productivity of energy consumption and provides a picture of the degree of
decoupling of energy use from growth in GDP. (Eurostat).
An enterprise is considered to be any entity engaged in an economic activity,
irrespective of its legal form. This includes, in particular, self-employed persons
and family businesses engaged in craft or other activities, and partnerships or
associations regularly engaged in an economic activity. (Commission
Recommendation of 6 May 2003 concerning the definition of micro, small and
medium-sized enterprises)
It is a label of environmental excellence that is awarded to products and
services meeting high environmental standards throughout their life-cycle: from
raw material extraction, to production, distribution and disposal. (EC)
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Green Deal (2019)

A roadmap with a 2050 horizon launched by the European Commission as a
response to the EU obligations to tackle climate change and other
environmental issues.

Green products

Products which have better environmental performance than other equivalent
products. These might have different labels such as the EU Eco-label.

Human capital
Industrial
symbiosis

Skills, knowledge, experience or other intangible assets of individuals that can
be used to create economic value for the individuals, their employers, or their
community.
Industrial symbiosis (IS) is a systems approach to a more sustainable and
integrated industrial system, which identifies business opportunities that
leverage underutilised resources (such as materials, energy, water, capacity,
expertise, assets etc.) (Lombardi & Laybourn, 2012)

Innovation

A new idea or method, or the use of new ideas and methods, which meet new
requirements, unarticulated needs, or existing market needs.

Internationalisation

The process of increasing involvement of enterprises in international markets,
although there is no agreed definition of internationalisation. (Susman, 2007)

Large enterprise

The following narrow defintion is used in the present analysis: an enterprise
which employs 250 or more persons.

Medium-sized
enterprise

The following narrow defintion is used in the present analysis: an enterprise
which employs between 50 and 249 persons.

Microenterprise

The following narrow defintion is used in the present analysis: an enterprise
which employs fewer than 10 persons.

Resource
efficiency

Resource efficiency means using the Earth's limited resources in a sustainable
manner while minimising impacts on the environment. It allows us to
create/produce more with less and to deliver greater value with less material
and energy input. (EC) Energy efficiency is one part of the resource efficiency.

Resource
productivity

A measure of the total amount of materials directly used by an economy
(measured as domestic material consumption (DMC)) in relation to GDP
(Eurostat).

Small and mediumsized enterprise

The category of micro, small and medium-sized enterprises (SMEs) is made
up of enterprises which employ fewer than 250 persons and which have an
annual turnover not exceeding EUR 50 million, and/or an annual balance
sheettotal not exceeding EUR 43 million. (Commission Recommendation of 6
May 2003 concerning the definition of micro, small and medium-sized
enterprises)

Small enterprise

The following narrow defintion is used in the present analysis: an enterprise
which employs between 10 and 29 persons.

Smart (and
circular) design

In this text it is used in the sense of design which allows products to be easily
dismantled and repaired, which uses bio-based, non-harmful materials if
possible, and which is user-centric.

Sector, industry
and economic
activity

According to the NACE 2008 classification the economic activities at the level
of the letter codes in the classification (from A to U) are categorised as sectors,
while each subsequent disaggregation (which in the analysis goes down only
to the 2-nd digit) is usually called economic activity or industry as
interchangeable terms.
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Transmittal Letter
European Commission
DG REFORM
B-1049 Brussels, Belgium

Dear Ladies and Gentlemen,
Subject: Project “National Strategy for Small and Medium-Sized Enterprises 2021-2027 in
Bulgaria” Deliverable 4: Technical report including in-depth analysis of the SMEs in Bulgaria and
preliminary recommendations for the directions of action of the new strategy
This technical report, including proposed in-depth analysis of the SMEs in Bulgaria and preliminary
recommendations for the new strategy has been prepared by PricewaterhouseCoopers ("PwC" or "the
Contractor") in its capacity as a Contractor for project National Strategy for Small and Medium-Sized
Enterprises 2021-2027 in Bulgaria with a beneficiary the Ministry of Economy and financed by the DG
REFORM, part of the European Commission (the "Project").
The technical report is prepared to present the analyses of data collected from various sources following
the methodological approach suggested under Deliverable 2: Proposed Methodology and outline
preliminary recommendations for the development of the Bulgaria SME Strategy for the period 20212027.
The technical report is prepared to be used as an analytical and evidence-based foundation of the new
strategic SME framework / orientation and has been validated with regional and national stakeholders
within a dedicated workshop organised in the city of Sofia.
The technical report is intended solely for the use of the Ministry of Economy and the European
Commission for the purposes of the particular engagement. PwC does not assume any liability to third
parties arising out of our work on the technical report or the content of the technical report.
Please do not hesitate to contact us in case of any questions or comments.
Yours faithfully
PricewaterhouseCoopers Bulgaria
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Executive summary of the SME priority areas analysis
SMEs are key players in the Bulgarian economy at both national and regional level, with significant
contribution to the inclusive economic and social well-being. In 2018 the share of persons employed in
Bulgarian SMEs was 75.7% (while this share in EU-28 was 66.6%). Value added generated at Bulgarian
SMEs represented 65.3% of the value added in the overall economy, compared to an EU-28 average EU28 of 56.4%.
Comparisons between developments in Bulgaria and in the EU based on the 2019 SBA Fact Sheet
indicate that the SMEs sector in Bulgaria is lagging behind in many of the key indicators that measure
business development environment. The only area, in which the country scores above the EU average,
is access to finance, which continues to improve substantially since 2008. The areas in highest need of
interventions are related to skills and innovations, as well as the promotion of entrepreneurship.
Although progress has been made in terms of cost and time for doing business, the business
environment and regulations for Bulgarian SMEs need to catch up with the EU levels in the areas of eservices, time to pay taxes, and measures supporting new and growing businesses.
The SMEs Promotion Strategy 2014-2020 sets the current policy framework for the development of the
SMEs sector in Bulgaria. Its implementation is still underway, with the policies being funded mainly
through ESIF funds. Achieved gross effects1 indicate that there is a substantial progress2 in some of
the priority areas. However, results achieved through the implementation of planned measures could be
completely assessed once the programming period is over. Interim net effects evaluation shows that
relevant schemes under the operational programmes have already had a positive impact on real GDP,
private investments, exports, employment, etc.3 Therefore, the continuity in policymaking is of high
importance for the sector development. The National strategy for SMEs 2021-2027 will set the policy
framework tor the sector on the basis of the current analysis, which aims to provide an in-depth
assessment of the SMEs landscape in Bulgaria as well as the challenges faced by SMEs in key
priority areas.

SMEs landscape in Bulgaria
In 2018 there were 27.6 thousand small and medium-sized enterprises (with more than 10 employees) in
the non-financial sector of the Bulgarian economy, while the number of microenterprises (with up to 10
employees) was considerably higher – 317.8 thousand. The number of persons employed in SMEs was
1.5 million, of which 29.8% in Wholesale and retail trade; repair of motor vehicles and motorcycles, and
23.4% in Manufacturing.
During the period 2008-2018, there was an ongoing re-structuring of the SMEs sector with gradual
increase of the number of enterprises in Manufacturing, and a considerable growth of that number
in Professional services and Information and communication. The latter indicated growth of 70.0% of
the number of persons employed (the highest increase observed among all sectors).
There was a positive trend in the number of newly born enterprises in the period 2012-2017. In 2017
their number was 48.1 thousand, including 567 with 10 or more employees. The sustainability indicators
of the newly born enterprises in Bulgaria show that one in five is highly likely to close down during the first
year of operation, one in three – during the first two years, and half to stay in business after the third
year. The number of employees is likely to double after the fourth year of operation. The fraction of
starting enterprises, which become scale-ups in the first 3 years of their establishment, is 1:1,000.
During the period 2008-2018, the value added at factor costs of Bulgarian SMEs increased by
69.6%. The importance of Manufacturing increased as its share in total value added grew by 63.0%,
reaching 20.6% in 2018. The highest growth rate in the Services sector for the same period was
observed in Information and communication– 226.4%, reaching a share of 8.2% by 2018.
Over the last decade a deepening of the regional inequalities was observed. In 2018 almost two thirds
of the SMEs were located in five regions (Sofia City, Plovdiv, Varna, Burgas and Blagoevgrad). In 2017
half of the value added was generated in the South-West region (where Sofia City has a share of 42.1%

1

Based on the SBA Fact Sheet indicators.
Slightly more than half of the indicators showed improvement in 2019 in comparison to 2012 (21 out of 40 indicators).
3
Based on SIBILA 2.0 (Ministry of Finance, 2019. Report - EU Funds in Bulgaria: Assessment of the macroeconomic effects of the
implementation of programs co-financed by EU funds - September 2019. Sofia: Ministry of Finance).
2
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in total value added), while the least developed was the North-West region with a share of 5.6% in total
value added.

Determinants of SMEs competitiveness
Several priority areas have been identified and analysed as being key external or internal determinants of
SMEs competitiveness. At present, the Bulgarian SMEs face specific challenges in each of these
domains.
Entrepreneurs and entrepreneurship in Bulgaria
There is a gradual positive tendency in the societal attitudes towards entrepreneurship in the recent
years; however, the entrepreneurial self-perceptions and intentions in Bulgaria seem to be rather
low. The share of the adult population perceiving good opportunities to start a business in the area where
they live has dropped from 21.0% in 2015 to 19.3% in 2018, while that of the adult population with
perceived capabilities for entrepreneurship has decreased from 39.7% to 36.9% 4. As of 2019 Bulgaria
has the lowest share in the EU of adults that intend to start a business within 3 years 5.
The country exhibits levels of total early stage entrepreneurial activity (TEA) below the EU average in the
period 2015-20186 and the opportunity-driven entrepreneurial performance is one of the lowest.7 In 2018
a significant part of the TEA in Bulgaria has some or strong indication of family-based entrepreneurship8.
At the same time, the indicator ‘Established business ownership rate’ exhibits a steady increase and its
scores exceed regularly the EU average for the period 2015 – 2018.9.
Bulgaria is among the EU member states with a relatively large number of self-employed per billion of
GDP.10 However, the impact of entrepreneurial activity seems to be relatively limited. In 2018 72.2%
of enterprises involved in early stage entrepreneurial activity did not expect to create new jobs in the next
5 years, while only 14.9% indicated that their product or service was new to some or all customers and
was offered by few or no other competitors.
Bulgaria lags behind other EU countries in relation to the environment for entrepreneurship and for
enterprise growth. According to the National Entrepreneurship Context Index (NECI) 11, the country has
overall score of 4.7 out of 10 and ranks 14th among 18 EU countries and 36th among total of 54
countries, participating in the GEM in 2018. 12 Bulgaria drops with 2 positions to 61st place among 190
economies in Doing Business 2020 annual ranking of the World Bank, at a lower position than most of
the EU member states13. Since 2008, various policy measures addressing SBA recommendations related
to entrepreneurship as a policy dimension have been implemented. Despite these policy efforts, in 2018
the average expert ratings for government policies and programmes for entrepreneurship in Bulgaria are
below the EU average.
Although the Bulgarian entrepreneurial ecosystem is thriving rapidly in the past decade 14, none of the top
30 start-up ecosystems identified by Startup Genome is located in Bulgaria15. The Bulgarian
entrepreneurial ecosystem is very unevenly developed in different regions and targeted
entrepreneurial ecosystem policy is needed that is closely coordinated with the smart specialisation

4

Official Website of GEM - Global Entrepreneurship Monitor. 2020. [online] Available at: <https://www.gemconsortium.org>
European Commission, 2019. 2019 SBA Fact Sheet Bulgaria. Brussels: European Commission.
6
SBA Fact Sheet - Bulgaria 2016-2019. European Commission, DG Internal Market, Industry, Entrepreneurship and SMEs.
7
Ibid.
8
Global Entrepreneurship Monitor, 2019. Global Report 2018/19. London: Global Entrepreneurship Research Association (GERA).
9
SBA Fact Sheet - Bulgaria 2016-2019. European Commission, DG Internal Market, Industry, Entrepreneurship and SMEs.
10
Source of all data presented: PwC Luxembourg, CARSA, DIW Econ, LE Europe, 2019. Annual Report on European SMEs
2018/2019. Research & Development and Innovation by SMEs. SME Performance Review 2018/2019. Brussels: European
Commission
11
The NECI is based on the 12 framework conditions and importance weights on these conditions provided by experts who
participated in the GEM’s National Expert Survey in 2018 (https://www.gemconsortium.org).
12
Official Website of GEM - Global Entrepreneurship Monitor. 2020. [online] Available at: <https://www.gemconsortium.org>
13
World Bank, 2020. Doing Business 2020. Region Profile: European Union (EU). Washington: World Bank.
14
Andonova, V., Nikolova, M. and Dimitrov, D., 2019. Entrepreneurial Ecosystems In Unexpected Places. Springer.
15
PwC Luxembourg, CARSA, DIW Econ, LE Europe, 2019. Annual Report on European SMEs 2018/2019. Research &
Development and Innovation by SMEs. SME Performance Review 2018/2019. Brussels: European Commission.
5
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policy16.. There are more than 95 business incubators and co-working spaces, concentrated
predominantly in Sofia, Plovdiv and Varna. While the operation of the business incubators in Bulgaria is
associated with a number of problems 17, the co-working spaces exhibit rapid development and have
a key role for stimulating entrepreneurial culture and boosting entrepreneurial ecosystems. At the same
time, few Bulgarian business incubators and co-working spaces include and are located in universities
and research organisations. The Smart Specialisation Strategy has yet little effect on the
entrepreneurship ecosystem because of the short period of its effective implementation and the
resources invested by now.
The role of industrial clusters in Bulgaria is still insufficient, partly driven by misunderstanding of
their essential characteristics and purpose as innovative organisational networks and partly by
deficiencies in the legal framework and mechanisms related to their registration, functioning and
monitoring of activities. A long-term government cluster policy and programme support,
complemented by a single register of industrial clusters and regular analysis of their development and
results, would provide the right conditions to enhance their impact on the development of the
entrepreneurial and innovative environment in Bulgaria.
Finally, the role and collaboration of the higher educational system and institutions is key for
stimulating the entrepreneurial ecosystem in Bulgaria. The Ministry of Education and Science introduced
the subject ‘Technology and Entrepreneurship’ in the structure of the primary and secondary education and
the subject ‘Entrepreneurship’ in the structure of vocational education. Still, not all students in Bulgarian
universities have access to entrepreneurship education, especially in the STEM fields, which are closely
related to innovation capacity. Bulgarian students should receive an introduction to entrepreneurship and
self-employment as part of career guidance and the opportunity to choose at least one entrepreneurship
course during their university studies 18.
Access to finance
During the past decade, the access to finance has improved. However, at present, one in four
enterprises experiences difficulties in this respect. The most used methods of funding are the means
of the owners (56.2% of the SMEs used such in 2019), and bank sources of financing (credit card 33.8%, current account overdraft - 24.3%, and working capital loan - 24.1%).19
The typical barrier for access to finance is the enterprise size. Investment and working capital bank
loans have been used by very few of the microenterprises (below 20%), who lean towards usage of
means of the owners or self-financing (61.3%) and loans from family and friends (24.7%). Part of the
problem lies in lack of sufficient collateral or lack of registered credit history that results in actual or
perceived rejection risk for some of the SMEs. Thus the establishment and maintenance of guarantee
funds and related instruments would be crucial to support their access to finance. Promotion of
microfinance to specifically support microenterprises can also be considered.
A considerable part of SMEs report to have had an interest in the operational programmes Innovation
and Competitiveness, Human Resources Development and Small and Medium Sized Enterprises
Initiative. Nevertheless, much smaller fractions have applied for financing under these programmes and
more than half of the applications have received funding. Procedures with respect to applying for
funding from European and national programs are still difficult and time consuming. There is a clear
need to reduce the administrative burden and complexity of the application process, including by
introducing simpler language in financing program’s materials and application forms. The transfer of the
SMEs compliance assessment to the financing scheme management body would also help to alleviate
the administrative burden.
Another obstacle is the low level of awareness among SMEs about existing funding opportunities,
mostly due to the lack of easily accessible and structured information about funding options under various
programmes. Loans under SME Initiative have not been actively promoted, nor the benefit to the SMEs

16

Autio, E., 2016. Entrepreneurship Support In Europe: Trends And Challenges For EU Policy. London: Imperial College Business
School.
17
Atanasov, T., 2015. Бизнес-инкубаторите в България: състояние и перспективи за развитие. PhD dissertation. Sofia:
Sofia University “St. Kliment Ohridski”.
18
European Commission, 2008. Entrepreneurship in higher education, especially within non-business studies. Brussels: European
Commission.
19
Results from the 2019 – 2020 PwC SMEs survey conducted for the purposes of the current analysis.

11
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

have been made clear. There is an identified need for a single point of information and a
communication campaign, explaining the benefits of different types of funding to SMEs.
Finally, SMEs have much more limited administrative capacity in terms of human and financial
resources compared to larger businesses. The skills and competencies in finance and management
accounting among entrepreneurs and their teams are often insufficient, preventing them from presenting
in concise and appealing manner their business case to potential investors and financiers. Thus human
resources development (in investment and strategic planning) and training in financial management are
key prerequisites for achieving better access to finance in the SMEs sector.
Access to markets and internationalisation
A tangible growth in Bulgarian exports is observed during the past decade within economic activities
related to manufacturing and services. Furthermore, there are recent indications that the manufacturing
sector is becoming the most significant in determining the overall exports’ level for the country.20 Export of
goods and services grew by 144.9% for the period 2009 - 2018, affected by improvements in
competitiveness of Bulgarian companies and positive economic developments. 21
At present, 26.0% of surveyed Bulgarian SMEs are exporting and 26.2% are importing goods and
services, whereas smaller enterprises export considerably less compared to bigger ones. More than half
of the SMEs (55.2%) assess their exports to be with low (or rather low) value added.22
The share of SMEs with very low level of internationalisation activity has dropped from 94.5% in 2011 to
66.9% in 2020; still, microenterprises tend to be considerably less internationalised than bigger
ones.23 On average, one in five SMEs has participated in international trade fairs and exhibitions during
2019 and about one third are undertaking internationalisation-related activities, with adoption of foreign
practices, technologies and international standards being the most popular.
Among the main barriers to SMEs internationalisation24 are high cost of getting access to foreign
markets, problems of insufficient financial resources, difficulties with access to information, lack of support
from public institutions and obstacles associated with transport infrastructure and arrangements. These
lead to relatively low and declining levels of participation in international trade exhibitions and fairs.
Therefore a trigger for wider SMEs internationalisation could be extensive export promotion policy,
including provision of adequate and up-to-date information about foreign markets, effective support for
participation in international trade events, establishment of specialised web portals for promoting products
and services of Bulgarian enterprises and promotion of e-commerce among smaller SMEs (including
measures for raising levels of quality and security of e-trade services).
Export capacity of Bulgarian SMEs is also affected by key internal factors. The low level of labour
productivity results from the outdated machines and technologies and impacts overall competitiveness.
So does the deficit in relevant skills and competences, preventing business growth and market
expansion. Since every enterprise in Bulgaria is competing with all EU 28 SMEs both on domestic and
European markets, these internal factors are of an increasing importance for the SMEs sector
development.25 Further technological enhancement, digitalisation, development of new products and
upskilling of human resources are key determinants of successful access to markets, especially in the
case of micro- and small enterprises
Most reported issues26 related to the domestic market include limited participation in public
procurement, relatively low-income levels (especially in the less developed regions), aging consumers
with even lower incomes, underdeveloped road infrastructure and transport services, lack of rule of law
on local level and presence of unregistered economy, etc. Some of these obstacles could be addressed
through adequate policies in the short run, some require a long-term strategy. Nevertheless, the most
Based on OECD’s 2015 value-added data base (TiVA).
Official Website of the National Statistical Institute.[online] Available at: < https:// nsi.bg/>.
22
Presented data on SMEs is based on the results from 2019 – 2020 PwC SMEs survey conducted for the purposes of the current
analysis.
23
For the purposes of this analysis, the index Internationalisation has been used to measure the overall level of intrnationalisation
activities and their dynamics. The index is based on the methodology applied in 2011, 2012 and 2013 BSMEPA SMEs Analysis.
24
European Commission, EIM Business & Policy Research, 2010. Internationalisation of European SMEs. Brussels: DG Enterprise
and Industry.
25
These conclusions are based on findings of the qualitative survey conducted for the purposes of the present analysis (series of
regional in-depth interviews with SME representatives).
26
Based on the findings from 2019-2020 PwC SMEs survey.
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relevant for the policymaking related to the SME sector are the interventions aimed at higher level of
participation in public procurement. SMEs would benefit from well-popularised single point of
information for public procurement procedures and online training on successful application.
Digitalisation
Over the last decade an overall improvement in the ICT usage among SMEs was observed. Still, at
present 13.7% of the enterprises have a rather high or very high level of ICT activity, whereas smaller
enterprises remain with relatively lower level of ICT usage compared to larger ones.27
The perceptions of entrepreneurs about digitalisation are evolving – from just having a website to ecommerce applications, ERP systems, automation and AI based solutions. The most frequently used are
information security systems28 (43.7%), accounting management systems (43.3%) and warehouse,
product and inventory management systems (36.4%). Nevertheless, the usage of automated control
systems is at rather low levels and only 12-15% of the SMEs indicate that they use other types of
automated systems (CRM, HRM, SCM, ERP, etc.). 29
SMEs face a range of barriers in adopting ICTs and other digital technologies 30: limited human and
organisational capital, insufficient digital and technology skills, lack of resources to train the necessary
ICT-operating workers, lack of know-how about advanced ICTs, lack of trust in the digital economy, etc.
Other barriers to SMEs digitalisation include security and privacy concerns as well as associated costs
combined with limited financial resources.
There seems to be insufficient understanding of the essence and benefits of digitalisation and
implementation of latest technologies among SMEs. This leads to inability to articulate a clear business
case that takes into account the costs of digitising but also the relevant gains related to productivity,
savings, enhances quality of operations and new business opportunities. Consequently, there is a need
to raise the awareness among entrepreneurs and managers about the positive impact that
implementation of digital technologies and solutions may bring, including by sharing success stories
and good practices. An added perspective on related risks and mitigation strategies, including in cybersecurity and data privacy, would strengthen the level of confidence and trust that is needed to
stimulate action. Finally, there should be accessible training options targeted at the digital upskilling of
SMEs and raising the level of relevant human resource capacity within the SME organisations in order to
narrow the identified skills gap.
Skills
During the period 2011-2020, Bulgarian microenterprises indicate a slight improvement in HRD
activities, while small and medium enterprises have marked a slowdown. At present certain
polarisation in the SMEs sector with respect to HRD is observed 31, whereas 51.5% report very low or
rather low level and 27.9% report rather high or very high level of HRD activities.
In 2019 less than half of the SME managers and employees (48.7%) have participated in in-house
trainings. External specialised professional trainings have been provided by 38.1% of the enterprises,
22.9% report the delivery of external specialised management and sales trainings and ICT application
trainings have been organised by only 16.2% of the enterprises.32
To a certain extent the SMEs view regarding negative labour market trends is inconsistent with their
approach to HRD. On one hand, entrepreneurs point out the major problem of labour and skills
shortages. On the other hand, 70.2% of them consider the level of qualification of their employees good
enough, which means they do not consider training and upskilling as a priority. When it comes to
benefits from training initiatives, only such related to core company-specific activities has been singled
out as valuable by slightly over half of the SMEs. Other fields of potential training such as in foreign

27

For the purposes of this analysis, the index ICT has been used to measure the level of the overall ICT activity and their dynamics.
The index is based on the methodology applied in 2011, 2012 and 2013 BSMEPA SMEs Analysis.
28
Mostly firewall and backup archives.
29
2019 – 2020 PwC SMEs survey conducted for the purposes of the current analysis.
30
OECD, 2017. Key Issues For Digital Transformation In The G20. Berlin: OECD.
31
For the purposes of this analysis, the index HRD has been used to measure the level of the overall HRD activity and their
dynamics. The index is based on the methodology applied in 2011, 2012 and 2013 BSMEPA SMEs Analysis.
32
2019 – 2020 PwC SMEs survey conducted for the purposes of the current analysis.
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languages, ICT skills, marketing and sales, including exports, are considered as useful by less than a half
of the SMEs.
These attitudes may further explain the observed very low levels of vocational trainings, life-long
learning and other SMEs training activities in Bulgaria compared to EU 28. This discrepancy leads to
further deterioration of skills shortages and lack of qualified specialists, turning into a major barrier for
SMEs sector development. A key determinant affecting is also the lack of adequate and objective
assessment regarding the current and needed level of specific skills and competences, that would allow
Bulgarian entrepreneurs to increase their awareness of the actual gap and implement adequate HRD
strategies based on accurate information. One solution would be the availability of online tools for selfassessment, which would contribute to more objectivity in perceptions regarding the level of development
of particular skills and competences in SMEs.
Other barriers relate to financial and time constraints in SMEs with respect to training of managers
and employees. The enterprises have insufficient funds to provide for quality trainings, which is especially
valid for highly specialised training abroad (typically the only option for advanced upskilling).
Entrepreneurs also experience problems to re-schedule business activities and adjust to training
programmes.33 There is a considerable potential in using online training platforms to improve the
qualification of SME managers and employees at moderate and affordable cost and with minimum
disruption to the work process.
Finally, another important factor that could considerably impact the effect from upskilling efforts is the
development and usage of a system for validation of professional skills and competences at
national level. Professional certificates issued by an official authority, responsible for the quality and
relevance of the validation procedures, would help managers in the decision-making process when it
comes to recruitment and investments in training and education.
Innovations and technological development
According to the European Innovation Index (Innovation Union Scoreboard) for 2019, Bulgaria remains at
the penultimate place in the EU-28, continuing to be a modest innovator. The 2019 SBA Factsheet also
indicates that Bulgarian SMEs lag far behind their EU peers in introducing process, marketing or
organisational innovations, whether innovating in-house or in collaboration with others. According to the
EIB 2019 Investment Survey only 22% of SMEs claim to be undertaking some form of innovation activity,
and only 10% are active innovators. They allocate significantly lower resources to intangibles such as
R&D and software, data, IT and website activities than enterprises EU-wide.
One of the main obstacles to SMEs’ innovation activities is the lack of developed innovation
infrastructure, skills and funding, especially in the case of smaller enterprises. Their limited ability to
finance innovation internally and to participate in joint initiatives with academic institutions slows down the
improving of competitiveness of Bulgarian SMEs, because in turn, this leads to difficulties in the access to
up-to-date knowledge, as well as in the usage of modern technologies for the R&D process (including
digital solutions, AI, etc.).
Another main barrier appears to be the lack of qualified staff employed for R&D activities, in particular the
shortage of young researchers to be involved in the SMEs innovation activities 34. The issue of
insufficient expertise is further exacerbates by the fact that a very small fraction of SMEs provide
specialised trainings related to innovations to their staff. This threatens the SMEs sector modernisation,
as well as the development of new products and introduction of new ideas in the long run.
A key factor that could trigger innovations in the SMEs sector is the access to sufficient funding for
innovations and patent registrations. This includes activities related to intellectual property as a
prerequisite for releasing a new or improved product. There should also be effective stimulation and
support for the recruitment of R&D staff and enhancing the innovation capacity and appetite of SMEs.

Better regulation and business environment
Regulatory changes affect SMEs particularly strongly. For that reason, in the EU practice the SME test is
part of the regular assessment and the ‘think small first’ principle requires policymakers to take SME
33

Based on findings of the qualitative survey conducted for the purposes of the current analysis (series of regional in-depth
interviews with SME representatives).
34
A finding based on the PwC qualitative survey among SMEs.
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interests into account at the early stages of the policy-making process. 35 At present, the regulatory
framework in Bulgaria is compliant with the SME Test principles, and the special guidance for doing
regulatory impact assessment has been adopted. However, there is lack of capacity in the
administration to implement it.
Since 2008 moderate progress has been achieved in implementing the SBA’s recommendations under
the ‘think small first’ principle. The undertaken measures in this respect have mainly focused on reducing
administrative burden and simplifying administrative procedures. The systematic efforts to implement the
‘SME Test’ and revise the regulation on regulatory impact assessments show the willingness of the
government to meet the needs of small businesses. Nevertheless, these efforts have not produced
visible results so far. According to recent SMEs survey data 36, two out of three SMEs report that
regulatory regimes and legislation cause difficulties to their business.
A major obstacle in the business environment is the lack of structured and clear information on
issues affecting SMEs, such as legislative changes or newly introduced regulatory requirements.
Recent survey data37 show that for seven out of ten SMEs the information provided by the public
authorities does not sufficiently support their business. Hence, this is an area that requires improvement
via targeted measures. A good example is the online Business Guide for SMEs (developed by the
Ministry of Economy), aimed at assisting SMEs in better understanding and complying with most of the
regimes and procedures.
This obstacle is related to another big problem faced by SMEs, namely the still-to-be-developed egovernment and e-services in Bulgaria. Although entrepreneurs are reporting progress and attempts by
institutions to make a positive difference in the business environment (through the introduction of eservices in some institutions and units), prevailing expectations are for e-government and e-services
to be fully introduced in order to have a real impact. This would contribute to the improvement of the
services provided by the public administration, so that they become more responsive to the needs of
SMEs. Additional government efforts are required to achieve minimal administrative burden for
businesses. Communication and simplification of rules and procedures are among the measures
expected by SMEs.

SMEs and the environment
The recently adopted Green Deal (2019) acknowledges that achieving a climate neutral and circular
economy requires the full mobilisation of industry, including SMEs. The transition to the circular
economy is an opportunity to deploy sustainable and job-intensive economic activities of SMEs,
bringing benefits to society and the environment. The renewed waste legislation with new ambitious
recycling targets also requires SMEs to act. The EU Plastics Strategy and the Single-use Plastics
Directive will additionally influence SMEs’ behaviour and adaptation. SMEs are also impacted by the
Industrial Emissions Directive, the REACH Regulation and are key actors in activities within the
Bioeconomy Strategy and the Blue Bioeconomy Roadmap. They are also expected to be a crucial player
in the recently adopted Circular Economy Action Plan, the EU Industrial Strategy and the EU SME
Strategy. The emphasis is put on the notion of competitive sustainability. While the transition to the
circular economy will take a change in the mindset and significant investments, it is crucial for
increasing the competitiveness of the European economy and making it a global leader.
Bulgarian SMEs have significant margin for improvement in numerous sectors. Their performance in
waste management is sub-optimal and the potential of new circular economy business models is not
being exploited, while representing a huge opportunity for new initiatives and new business ideas.
Investment needs in the fields of energy and climate remain significant as Bulgaria is still the most
energy-intensive economy in the EU and the inefficient use of energy is hampering the
competitiveness of Bulgarian SMEs. Though on track to achieve its 2020 renewable energy target, the
country is the most GHG emission-intensive economy in the EU. The issue of resource and material
efficiency remains relatively underestimated and Bulgaria is one of the countries in the EU with the lowest
resource productivity. Improvements in water management and pollution prevention are also to be
explored, through the enforcement of existing legislation and boosting the capacity of SMEs to innovate.
Cleantech is one of the priority sectors of the Bulgarian Innovation Strategy for Smart Specialisation and
35

Regulation on Scope and Methodology for Implementation of Impact Assessment. Bulgaria. Council of Ministers Decision No.
301/14.11.2016
36
2019 – 2020 PwC SMEs survey conducted for the purposes of the current analysis
37
Ibid.
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is a way ahead for Bulgarian SMEs to be supported by entrepreneurial programmes and additional
funding.
The preliminary SWOT analysis for Bulgaria on circular economy transition by SMEs demonstrates that
the country can build upon its strengths such as transposed EU legislation and parts of the national
strategic framework, adapted to the new policy trends. The threats to a speedy transition are mainly
linked to the perception of environmental measures and action as a cost rather than as an
opportunity.
In order to speed up the transition of Bulgarian SMEs to the circular economy and optimise their potential,
a number of actions need to be undertaken by different actors. The process requires a multi-sector,
multi-level governance effort and besides SMEs it should include national, regional and local
authorities, business intermediaries, financial institutions, etc. Authorities should ensure the overall
compliance of Bulgaria with its obligations under EU law. Efforts should be made to change SMEs’
perception of the circular economy as an important opportunity. It should be possible to frame the overall
transition measures in a circular economy roadmap and to make efforts to shift the country from a modest
to a moderate eco-innovator. Improving the energy efficiency of Bulgarian SMEs should continue,
together with enhancing their resource and material efficiency. Opportunities to increase adoption
rates of existing EU instruments such as EMAS and ecolabel should be explored. Efforts should be made
to integrate the transition to circular economy in the funding priorities of ESIF.
Regional and local authorities can focus on the territorial aspects of the transition. Business
intermediaries and sectoral organisations have an important role to play in supporting SMEs by
translating high-level objectives into concrete programmes and actions, acting locally and in individual
sectors and value chains. The financial resources needed for the transition require better understanding
of the financial sector of circular business models and associated financial specificities.
SMEs will manage the speed of their transition and will be either frontrunners or laggards. This will
require increasing the awareness of entrepreneurs, management and employees of the available
opportunities, but also of the needs to adapt to new market conditions and trends.

Potential for SMEs sector growth
Benchmarking with other EU peers and convergence gaps regarding key economic sectors
Identified convergence benchmarks with EU members with similar economies include Hungary,
Portugal, Greece, and Slovakia. Bulgarian SMEs sector specifics as well as its evolution over the last
decades (both due to policy factors and exogenous improvement of the business environment) are very
similar to processes, through which small enterprises in these four countries have been going through in the
past. The set convergence benchmarks mean it is feasible and reasonable to expect that in the forthcoming
decade Bulgarian SMEs could further develop and catch up with Hungarian, Portuguese, Greek and
Slovak enterprises, provided adequate interventions are undertaken.
Over the period 2008 – 2017 there has been a slow restructuring of Bulgarian SMEs and labour
market towards high- and medium-high technology industries and knowledge-intensive services.
Nevertheless, the structure of the Bulgarian economy is lagging behind that of the convergence
benchmark countries, and of the EU in general. Convergence gaps38 for knowledge-intensive services39
are much greater than these for high- and medium-high technology industries. Although the latter
industries need to be further advanced, to a certain extent their development is comparable to that of the
convergence benchmarks40. Among the most underperforming economic activities in comparison with the
convergence benchmark are the following: architectural and engineering activities; technical testing and
analysis, advertising and market research, and scientific research and development.

38

Defined as the disparity in the SMEs distribution of Bulgaria on the one hand, and that of a synthetic convergence benchmark
economy, on the other hand, in terms of number and percentage of enterprises, as well as number and percentage of employed
persons by economic activities (at 2-digit levels, NACE Rev. 2).
39
With the exception of ICT related services, which are overperforming in comparison to the convergence benchmark, and recent
dynamics indicate for highly likely convergence towards more developed EU member states in the medium run.
40
With the exception of Manufacture of motor vehicles, trailers and semi-trailers, for which the convergence gap is considerable
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Sectoral and regional specialisation
In general, SMEs in both the industry and the services sectors are predominantly located in the region of
Sofia City. Other relatively more developed regions are Plovdiv, Varna and Blagoevgrad. The regional
sectoral concentration of SMEs reveals that targeted intensive interventions are needed to foster
SMEs sector development in all other 24 less developed regions of the country. Nevertheless, since
competitive advantages in the leading regions have already been achieved (particularly in Sofia City),
customised measures to promote further development of high-technology manufacturing
industries and knowledge-intensive services, as well as overall advancement of competitive factors,
are also needed.
The regional concentration of high-technology manufacturing industries and knowledge-intensive
services is extremely uneven with two well defined poles – the Sofia City region, being the imperative
leader, and the rest of the country, lagging behind in the number of persons employed, total revenue and
turnover per employee in these domains. To a certain extent the regions of Plovdiv and Varna, followed
by Burgas and Blagoevgrad, are also relatively better developed in this respect.
The inter-sectoral relations in the Bulgarian economy indicate that there is potential for development of
high- and medium-high- technology manufacturing industries and knowledge-intensive services within the
different regions. These potentials are determined by the concentration of other economic activities,
which are among the top consumers of the high- and medium-high- technology manufacturing industries
and knowledge-intensive services. Thus, the demand-side from the related economic activities (such
as food production, construction, trade, transport, health, education, public administration, financial
services, etc.) could underly and stimulate the development of high-tech and knowledge-intensive
activities.
Drivers for SMEs creation and growth
Modern drivers for SMEs creation and growth are the access to available global information and knowledge
(including such on market standards and marketing opportunities) and the usage of innovative technologies.
Participation in a cluster of enterprises can improve the opportunities for SMEs to access such information, to
develop skills and competences, and to gain experience in networking with partners and suppliers, with other
producers and providers, and with users and consumers. The use of new technologies in production,
marketing and networking of SMEs (especially those in small villages and towns) can bring costeffectiveness and give tools for business networking. Other key factors for competitiveness which
determine the business performance and competitiveness of Bulgarian SMEs over are the access to finance,
human resource development, ICT usage and digitalisation, innovations, internationalisation.
Although these factors are partially internal for each enterprise, improvement in the business
environment and provision of policy incentives can contribute significantly to the development of
SMEs competitiveness. The fundamental driver, which interacts with all other factors for
competitiveness, is the digitalisation and skills factor – the higher the ICT usage and the better HRD,
the more innovative, internationalised, financed and active in the field of intellectual property an
enterprise is.
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1. Introduction
The importance of SMEs
At European Union (EU) level, small and
medium-sized enterprises (SMEs) employ more
than 100 million people and produce more than
half of Europe’s GDP. Bulgarian SMEs account
for 75.7% of the total employment and for 65.3%
of the value added in the economy in 201841.
They are key for the growth and the
competitiveness of the Bulgarian economy. In
addition, as small and large businesses interact
and are not mutually exclusive, this contributes
to the development of the economic ecosystem
as a whole.
In order to support the development of Bulgarian
SMEs, the SMEs Promotion Strategy 2014-2020
aligns national priorities and objectives to the EU
ones – as set in the Small Business Act (SBA).
Some of its main objectives as set throughout
the 10 priority areas include:

The definition for a SME used in this analysis
is:
-

an enterprise having an average number
of personnel of less than 250 people on
their payroll

Among those, small enterprises are the ones that
have:
-

an average number of personnel of less
than 50 people

Microenterprises are the ones that have:
-

an average number of personnel of less
than 10 people

ensuring appropriate regulatory and administrative framework for SMEs through applying the "Think
Small First” principle;
improving SMEs' access to financing;
promoting the entrepreneurial activity;
promoting the upskilling in SMEs and all forms of innovation.
The strategic objectives for the period 2021-2027 will build upon the progress achieved in the current
strategy by also taking into account identified potential for SMEs sector growth, identified challenges and
drivers for the further development of the sector. Some of the drivers for SMEs creation and growth today
relate to the availability of information and knowledge, as well as the usage of innovative technologies at
global and local level. One of the effective ways to access such is the participation in a cluster of
enterprises, which in turn is another driver for the sector development. Other key factors for
competitiveness are the access to finance, the human resource development and skills, the ICT usage
and digitalisation, the access to markets and internationalisation.
The European Commission (EC), recognising SMEs’ key role in Europe's industrial fabric, has released
SME Strategy for a sustainable and digital Europe, together with New Industrial Strategy for Europe. The
latter aims to help deliver on three key priorities: maintaining European industry's global competitiveness
and a level playing field, at home and globally, making Europe climate-neutral by 2050 and shaping
Europe's digital future. The former focuses on providing the skills needed by SMEs to lead the transition,
make it easier for them to operate in the single market and beyond and to empower SMEs to integrate
digital innovations. It takes into account the existing EU SME policy framework and support programmes
(e.g. Small Business Act, the 2016 Start-up and Scale-up Initiative, the Competitiveness for Small and
Medium-sized Enterprises (COSME) Programme, etc.). The SME Strategy promotes actions based on
the following three pillars:
Capacity-building and support for the transition to sustainability and digitalisation;
Reducing regulatory burden and improving market access; and
Improving access to financing.

41

European Commission, 2019. 2019 SBA Fact Sheet Bulgaria. Brussels: European Commission.
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Research objectives and scope
This report, including in-depth analysis of the SMEs in Bulgaria, has been elaborated for the purposes
and needs of the Ministry of Economy, and all other relevant stakeholders within the public administration,
which are responsible for the formulation and implementation of policies targeting development of the
Bulgarian SMEs sector.
The main objective of the analysis is to provide an in-depth assessment of the SMEs landscape in
Bulgaria, which will serve as analytical and evidence-based foundation of the new National strategy for
SMEs 2021-2027.
Developments in the SME sector are observed mainly within the period of 2008-2020. Standard statistical
indicators for the sector published by the Eurostat and NSI, which currently are updated as of 2017 and
2018, are complemented by:
Two qualitative regional PwC surveys (based on workshops’ discussions and in-depth interviews
including 195 participants in total) and a national representative survey (based on a standardized
questionnaire with a sample size of 553 SMEs) among entrepreneurs conducted specifically for the
purpose of this report in the period November 2019 - January 2020.
2018 Amadeus data on Bulgarian SMEs.
A random sample of individual data (main financial and business performance indicators) on start-ups
established in 2012, 2013 and 2014.
OECD 2015 value-added data base (TiVA).
Recent data reports on SMEs development issues released by relevant international institutions (EC,
SBA, GEM, EIB, ECB, etc.).
Mainstream and recent academic research on SMEs development issues.
The structure of this report includes six major sections in the main text and four technical sections in the
appendix. The chapters of the report cover the following topics:
•

SMEs development over the period 2008 – 2018

•

determinants of SMEs competitiveness

•

better regulation and business environment

•

SMEs and the environment

•

potential, challenges and drivers for SMEs sector growth

•

strategic context

•

preliminary policy recommendations.

The focus of the analysis is put on six strategic priorities: entrepreneurship, access to finance, access to
markets, digitalisation and skills, innovations and technological development and environment.

19
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Note on recent developments related to COVID-19 and the present analysis
The work on the technical report was performed between October 2019 and April 2020. On 11 March 2020 the
World Health Organisation declared the COVID-19 (coronavirus) outbreak a global pandemic. The newly
unfolded COVID-19 crisis emerged as a significant health, social and economic challenge to people and
organisations around the globe.
The resulting disruption has already been material and continues to evolve, significantly impacting the economy
and the business environment across EU countries. The SME sector is and will be among the first immediately
affected by the new circumstances.
Bulgaria makes no exception as on 13 March the government of the country declared state of emergency that
included social distancing measures and restrictions for the movement and travel of population, which in turn
resulted in a sharp decline in consumption. The restrictive measures also included temporary closure of sites and
businesses from the services sector and the impact was further multiplied by the indirect effect on the related
supply chains. These developments fully changed the economic environment, in which Bulgarian SMEs operate,
resulting in an unforeseen and unprecedented financial strain on a large part of the enterprises. Even though the
effect may spread across all economic sectors, some of the most negatively affected will likely be
Accommodation and food service activities, Transportation and storage, Wholesale and retail trade, Real estate
activities, certain Manufacturing activities, Sports, amusement and recreation activities, etc. Export-focused
enterprises are expected to further suffer due to supply chain disruptions, collection or receivables and altered
demand structure in their international markets. At this stage limited data is available on the most recent socioeconomic developments (official statistics will be released earliest in Q2 2020).. In terms of economic outcomes
for the SMEs sector, some of these may include deterioration of financial performance, liquidity issues, increased
indebtedness, delayed investments, decreases in employee remuneration and headcount, rise in unemployment,
closure and bankruptcy of enterprises, etc.
In order to counteract some of the negative effects and scenarios from the COVID-19 crisis, the Bulgarian
government has introduced some initial emergency measures, targeted at all businesses in the economy,
including:
•
•
•
•

Coverage by the state budget of 60% the salaries and social security costs for employees with reduced
or no workload due deteriorating economic conditions
Delayed tax and other fiscal payments by several months to support liquidity
Protection to affected debtors by temporary freeze of consequences from delayed payments on loans
and other financing
SME-targeted liquidity support from:
o Bulgarian Development Bank - BGN 500 mln in total
o Fund of Funds – BGN 400 mln in total
o OP "Innovations and Competitiveness" – BGN 173 mln for providing liquidity to micro- and small
enterprises (the procedure is being prepared, to be started by the end of April 2020)

Apart from allowing flexibility within EU state rules, the European Commission has unlocked EUR 1 billion from
the European Fund for Strategic Investments that will serve as a guarantee to the European Investment Fund
(EIF). In this way, the EIF will be able to issue special guarantees to incentivise banks and other lenders to
provide liquidity to at least 100,000 affected European SMEs for an estimated available financing of EUR 8 billion.
Although governments of EU member countries, including in Bulgaria and various European institutions, have
taken and plan to take further measures to support local businesses during these uncertain times, there are
indications that the COVID-19 crisis will have severe economic consequences and a lasting effect on the SME
sector.
On the other hand the COVID-19 situation may prove catalytic for the development of certain niche business
opportunities (such as e-commerce), for the enhancement of e-services to citizens and businesses (both on the
demand and the supply side), for the digitalisation of the education system and for the overall prioritisation of
digital upskilling in society and businesses, including SMEs.
As the situation is unfolding, the project team will closely monitor developments and consider their relevance to
the future SME strategy. The identified areas for intervention already outlined in the Technical Report may need
additional prioritisation and assessment in the light of the new economic and business crisis environment and its
potential impact. This will allow for the best frame policy options and tools to be defined and rationalised in the
future strategic document.
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Part I. Analysis of the SMEs sector in Bulgaria
2. SMEs development over the period 2008 –
2018
Key Points
In 2018, the number of the small and medium-sized enterprises (with more than 10
employees) in the non-financial sector of the Bulgarian economy was 27.6 thousand. The
number of microenterprises (with up to 10 employees) was considerably higher – 317.8
thousand.
-

During the period 2008-2018, there was an ongoing re-structuring of the SMEs sector with
gradual increase of the number of enterprises in the Manufacturing, and a considerable
growth of that number in the Professional, scientific and technical activities and the
Information and communication.

The number of persons employed in SMEs was 1.5 million in 2018.
-

Manufacturing had a share of 23.4% in SMEs sector employment, and trade – 29.8%

There was a positive trend in the number of newly born enterprises over the last years.
-

In 2017 the number of newly born enterprises was 48.1 thousand, whereas 567 among
them had 10 or more employees.

-

Two thirds of these enterprises started operation with 0 employees, and 3% of them – with
more than 5 employees.

-

The sustainability indicators of the newly born enterprises in Bulgaria show that one in five
enterprises is highly likely to close down during the first year of operation, one in three –
during the first two years, and half of the them stay in business after the third year. The
number of employees is likely to double after the fourth year of operation.

-

The fraction of the starting enterprises, which become scale-ups in the first 3 years of their
establishment, is 1:1,000.

During the period 2008-2018, the value added at factor costs of Bulgarian SMEs increased
by 69.6%.
-

The share of the Industry sector in total value added was 33.5% in 2008. The importance
of the Manufacturing was increasing as its share in total value added grew by 63.0% over
the period 2008-2018, reaching 20.6% in total value added.

-

The share of the Services sector in total value added was 66.5% in 2018. The highest
growth rate in the Services sector was observed in the Information and communication
activities – 226.4% during the period 2008-2018, and at its end this share was 8.2% in
total value added.

Over the last years a deepening of the regional disparities is observed.
-

In 2018 almost two thirds of SMEs were located in five regions (Sofia City, Plovdiv, Varna,
Burgas and Blagoevgrad).

-

Half of the value added was generated in the South-West region (where Sofia City only
had a share of 42.1% in total value added) in 2017. The least developed region was the
North-West region with a share of 5.6% in total value added.
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Statistics of enterprises
Number, structure and development of enterprises
In 2018 there were 346 thousand enterprises in the non-financial sector of the Bulgarian economy, and
the number of small and medium-sized enterprises was 27.6 thousand (approximately 8.0% of all nonfinancial enterprises).
Compared to the previous year, there was a growth in the SMEs sector by 1.8%, and a growth of 3.0% in
the large enterprises (LEs), amounting to 1.7% for all businesses. Looking back when comparing 2018
outcomes with 2008, there was an overall drop by 12.0% for the entire non-financial sector (amounting to
69.4 thousand enterprises), the biggest decrease being observed for the medium-sized enterprises –
13.9%. However, LEs have increased by 25.2% for the period 2008-2018.
In 2018 microenterprises make up the biggest share of businesses – 91.8%, followed by small and
medium-sized enterprises with respective shares of 6.7% and 1.3%. Finally, the share of LEs is far below
1.0%, namely 0.2%.
Table 1 Structure and growth of non-financial enterprises by size class, Bulgaria, 2018
Micro

Small

Medium

SMEs

LEs

Total

Number of enterprises

317 834

23 245

4 337

345 416

678

346 094

Share in total number

91.8%

6.7%

1.2%

99.8%

0.2%

100.0%

Growth in number of enterprises,
2008 – 2018

29.2%

-6.8%

-13.9%

-12.1%

25.2%

-12.0%

Source: Eurostat, own calculations

Figure 1 Annual change in structure of non-financial enterprises by size class, Bulgaria, 2017 and
2018, %
1.2%

Total

2.8%
0.0%

LEs

3.0%
1.2%

SMEs
Small

2.8%
3.0%

-0.3%

Medium-sized

0.0%
1.9%
1.1%

Micro

3.1%
2017

2018

Source: Eurostat, own calculations

Structure of enterprises by economic activity
During the period 2008-2018 the number of SMEs in the Industry sector increased by 3.3%, whereas in
2018 their annual growth amounted to 1.6% (compared to 2017). The biggest increase was observed in
Electricity (198.4%), followed by Water supply (47.7%) – economic activities with relatively low number of
enterprises. In 2018 the number of SMEs in Manufacturing was the highest (31.2 thousand), and it
increased by 4.2% for the period 2008-2018. The Construction economic activity was the second biggest
in the Industry sector in 2018 with 20.5 thousand SMEs, and their growth for the period 2008-2018 was
negative (-4.2%). Generally, for the Industry sector, the LEs experienced a sustainable decrease;
however, they represent a rather small share of all enterprises in this sector (less than 1%).
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As for the Services sector, in 2018 the economic activities of Wholesale and retail trade; repair of motor
vehicles and motorcycles and Professional, scientific and technical activities were leading in number of
enterprises (141.9 and 46.1 thousand respectively). The growth of SMEs in the sector during the period
2008-2018 was 30.4%, as the highest increase was in the number of enterprises in Information and
communication, amounting to 125.9%. Comparing to the previous year – 2017 – the number of SMEs
was rather stable; however, a continuing growth was observed in the number of enterprises in the
Information and communication economic activity – 6.3%. As opposed to the LEs in the Industry sector,
the number of LEs in the Services sector increased by 19.8% for the period 2008-2018 – mostly due to
increases in the Information and communication (by 114.3%) and the Professional, scientific and
technical activities (88.9%).
During the period 2008-2018 the dynamics of the number of enterprises indicates an ongoing stable restructuring of the SMEs sector in Bulgaria, which is characterised by gradual and sustainable
development in the Manufacturing, and a considerable midterm growth of the number of enterprises in the
Information and communication and in the Professional, scientific and technical activities.
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Table 2 Number, structure and growth of non-financial enterprises by size class and economic
activity42, Bulgaria, 2018
Economic
activity
(NACE.BG 2008)

Number of enterprises
SME

LE

TOTAL

345416

678

Industry

54460

SME

LE

Total

Growth, 2008 – 2018, %

SME

LE

Total

SME

LE

Total

346094 100.0% 100.0% 100.0%

0.7%

3.0%

0.7%

25.2%

-12.1%

25.1%

388

54848

15.8%

57.2%

15.8%

1.6%

-1.3%

1.6%

3.3%

-26.7%

3.0%

326

12

338

0.1%

1.8%

0.1%

-0.9%

-7.7%

-1.2%

-0.9%

-50.0%

-4.2%

Manufacturing

31201

285

31486

9.0%

42.0%

9.1%

0.7%

-0.7%

0.7%

4.2%

-17.4%

4.0%

Electricity, gas,
steam and air
conditioning
supply

1680

18

1698

0.5%

2.7%

0.5%

1.1%

5.9%

1.1%

198.4% -10.0% 191.3%

Water supply;
sewerage, waste
management and
remediation
activities

749

38

787

0.2%

5.6%

0.2%

-0.4%

-7.3%

-0.8%

47.7%

-9.5%

43.4%

Construction

20504

35

20539

5.9%

5.2%

5.9%

3.3%

0.0%

3.3%

-4.2%

-64.3%

-4.4%

Services

290956

290

291246

84.2%

42.8%

84.2%

0.6%

9.4%

0.6%

30.4%

19.8%

30.4%

Wholesale and
retail trade; repair
of motor vehicles
and motorcycles

141948

80

142028

41.1%

11.8%

41.0%

0.7%

-4.8%

0.7%

13.5%

14.3%

13.5%

Transportation
and storage

23270

51

23321

6.7%

7.5%

6.7%

0.5%

8.5%

0.6%

37.5%

8.5%

37.5%

Accommodation
and food service
activities

27161

21

27182

7.9%

3.1%

7.9%

0.3%

0.0%

0.3%

22.7%

-30.0%

22.6%

Information and
communication

14276

45

14321

4.1%

6.6%

4.1%

6.3%

2.3%

6.3%

125.9% 114.3% 125.8%

Real estate
activities

23128

5

23133

6.7%

0.7%

6.7%

3.4%

-

3.4%

51.5%

-

51.6%

Professional,
scientific and
technical activities

46074

17

46091

13.3%

2.5%

13.3%

4.6%

-

4.6%

62.3%

88.9%

62.3%

Administrative and
support service
activities

11678

71

11749

3.4%

10.5%

3.4%

2.9%

2.9%

2.9%

84.6%

9.2%

83.9%

Repair of
computers and
personal and
household goods

3421

0

3421

1.0%

0.0%

1.0%

-50.9%

-

-50.9%

24.6%

-

24.6%

Mining and
quarrying

Total

Growth, 2017 – 2018, %

Share. %

Source: NSI, own calculations

42

Presented data is based on the SBS survey of non-financial enterprises. It covers the following NACE Rev. 2 (2008) mostly 1digit sections: B Mining and quarrying, C Manufacturing, D Electricity, gas, steam and air-conditioning supply, E Water supply;
sewerage, waste management and remediation activities, F Construction, G Wholesale and retail trade, repair of motor vehicles
and motorcycles, H Transportation and storage, I Accommodation and food service activities, J Information and communication, L
Real estate activities, M Professional, scientific and technical activities, N Administrative and support service activities and S95
Other services: Repair of computers and personal and household goods. This classification underlies all other SBS indicators
reported in the present SMEs analysis. Usage and reference to more detailed breakdown of the economic activities (at NACE 324
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Structure of enterprises by regions
In 2018 the regional distribution of SMEs across the country was uneven. The highest number of SMEs
was observed in the South-West region – 163.0 thousand (39.5% of all SMEs), followed by the South
Central region – 72.6 thousand (17.6%). The North-West and the North Central regions were
characterised by the least number of SMEs – the former had 29.1 thousand (7.0%) and the latter had
36.3 thousand (8.8%). In 2018 the structure of SMEs by size class in the regions remained stable
(compared to that in previous years), with the majority of enterprises being SMEs – above 99.7% in every
region.
During the period 2008-2018, the dynamics of the number of enterprises across the Bulgarian regions
indicated of deepening of the regional inequalities regarding the SMEs sector development. The highest
increase of SMEs was observed in the South-West region (51.5%) and in the North Central region
(29.1%), while the lowest increase was observed in the North Central region (0.5%) and the North-West
region (3.0%). Compared to 2008, the number of SMEs was growing in all regions as opposed to that of
LEs (with the exception of the South-West region). The biggest decrease in LEs was seen in the NorthWest region, followed by that of the North Central and North-East, with respective drop rates of -32.8%, 22.8% and -18.0%.
Recent developments in the SMEs sector show a continuation of this process of regional divergence.
In 2018 an annual growth in the number of enterprises within all regions of the country was observed. The
highest growth was in the South-West and South Central regions, with respective increase of 2.3% and
2.3%. The Northern regions had a lower growth rate, the least being in the North Central region (0.4%).
The LEs in the country were also growing at a steady pace (apart from those in the South-East and South
Central regions).
A closer look at NUTS-3 regional level Amadeus data reveals that in 2018 more than one third (38.5%) of
all SMEs with one or more employed persons in all sectors (with the exception of agriculture, trade and
transport) were located in Sofia City and close to another one third (29.1%) were located in the following
four regions: Plovdiv, Varna, Burgas and Blagoevgrad. The remaining 35.2% of the SMEs were
distributed across the other 23 regions in the country. Thus, every NUTS-2 region (even well-developed
ones) includes considerably less developed NUTS-3 level regions.

digit level) is made and explicitly specified in Part IV. 1. Potentials for SMEs sector growth, where sectoral dimensions are
presented.

25
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Table 3 Number, structure and growth of enterprises by statistical region, Bulgaria, 2018
Statistical
region

Number

Structure

Growth, 2017 – 2018, %

Growth, 2008 – 2018, %

(NUTS 2)

SMEs

LEs

Total

SMEs

LEs

Total

SMEs

LEs

Total

SMEs

LEs

Total

TOTAL

412782

753

413535

99.82%

0.18%

100.00%

1.78%

1.21%

1.78%

28.12%

-9.39%

28.03%

North-West 29075

43

29118

99.85%

0.15%

100.00%

1.23%

2.38%

1.23%

3.02%

-32.81%

2.94%

North
Central

36344

71

36415

99.81%

0.19%

100.00%

0.39%

1.43%

0.39%

0.49%

-22.83%

0.43%

North-East

53523

82

53605

99.85%

0.15%

100.00%

0.85%

5.13%

0.85%

19.61% -18.00% 19.52%

South-East

58219

85

58304

99.85%

0.15%

100.00%

1.56%

-1.16%

1.56%

18.39% -17.48% 18.32%

SouthWest

163048

351

163399

99.79%

0.21%

100.00%

2.35%

2.03%

2.35%

51.50%

2.93%

51.35%

South
Central

72573

121

72694

99.83%

0.17%

100.00%

2.30%

-2.42%

2.29%

29.05%

-7.63%

28.97%

Source: NSI, own calculations
Note: The data contains industries excluded from the Structural Business Statistics

Figure 2 Growth in number of enterprises by statistical regions and by size class, Bulgaria, 2018
10.0%

5.0%

2.4%

2.3%

2.9%

2.9%

2.5%
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-0.2%

-0.1%

South-West

South Central

1.2%
2.7%
0.4%
1.5%

0.6%

0.0%
-3.2%

-2.1%

0.8%
0.9%

0.1%

1.6%
0.4%
1.8%

-2.3%

-2.7%

North-East

South-East

-2.0%
-5.0%
North-West
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Small
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Source: NSI, own calculations
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Figure 3 Number of enterprises by statistical regions in Bulgaria, selected sectors, 2018

Source: Own calculations based on 2018 Amadeus data
Note: The data refers to SMEs with one or more employed persons; sectors related to agriculture, trade, or transport have been
removed.

Figure 4 Number of enterprises by statistical regions in Bulgaria, selected sectors, 2018 (Sofia City
excluded)

Source: Own calculations based on 2018 Amadeus data
Note: The data refers to SMEs with one or more employed persons; sectors related to agriculture, trade, or transport have been
removed.
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Start-up creation, scale-ups and sustainability of newly
born SMEs
Start-up creation
The dynamics of newly born enterprises depend on the business cycle and the economic context. During
the period 2012-2017 in Bulgaria there was a positive trend in the number of newly born enterprises, with
the peak of the curve in 2016. This number varied between 45 and 50 thousand per year, being 48.1
thousand in 2017.
Two thirds of the newly born enterprises started operation with 0 employees and less than a third had
between 1 and 4 employees. The share of enterprises that started operation with more than 5 employees
was around 3% of the total number of newly born enterprises. In 2017 the number of these enterprises
was 1.6 thousand, while that of the enterprises with zero employees was 32.4 thousand. By their fifth
year of operation around half of the enterprises were still with 0 employees.
Figure 5 Total number of newly born enterprises
49967
48507

48119
46275

2012
Source: NSI

44625

45047

2013

2014

2015

2016

2017

Figure 6 Number of newly born enterprises by number of employees at the year of creation
669
1137

608
1080

543
1056

14290

14534

15356

30842

28646

28825

29320

2012

2013

2014

2015

618
1071

15859

0 employee

1 - 4 employees

5 - 9 employees

604
1026
14077

567
1014
14094

34260

32444

2016

2017

10 and more employees

Source: NSI
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Figure 7 Structure of newly born enterprises by number of employees at the year of creation
64% 64% 64% 63%

69% 67%

33% 32% 32% 33%

28% 29%
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2012
Source: NSI
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2%

2%
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1%

1%
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1%

1%

10 and more employees
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About 80% of the enterprises, which were born in the period 2012-2016, continued operating after the
first year. The rate of continuing operations after the second year was between 66.2% and 69.4% for the
enterprises born during 2012-2015.
Based on this data it can be assumed that one in five newly born enterprises is highly likely to close down
business during the first year of operation, and one in three – during the first two years. Slightly over half
of the newly born enterprises are likely to continue working after the third year (from 57.1% to 60.8%,
depending on the year of start of operation). Then, in the fourth and subsequent years the share of
enterprises that remain active changes slowly.
NSI data shows that the surviving enterprises succeed to gradually increase their number of employees.
The average increase in the first year of operation is slightly over 50%, then in the second year it ranges
between 67% and 78% and in the third year it is over 80%. On average, the number of employees is
likely to double in the fourth and the fifth year of operation.
Table 4 Share of enterprises which continue operating in the subsequent years
Year of start of
operation

Number of
newly born
enterprises

Continue
operating after
first year, %

Continue
operating after
second year, %

Continue
operating after
third year, %

Continue
operating after
fourth year, %

Continue
operating after
fifth year, %

2017

48 119

-

-

-

-

-

2016

49 967

79.9%

-

-

-

-

2015

46 275

81.6%

66.2%

-

-

-

2014

45 047

81.2%

67.6%

57.1%

-

-

2013

44 625

81.6%

68.3%

59.5%

51.6%

-

2012

48 507

82.3%

69.4%

60.8%

54.1%

47.6%

Source: NSI, own calculations

The latest available data for birth and death rates of the enterprises is from Eurostat and refers to the
period 2016-2017. Newly opened microenterprises for both years were around 13%, while the death rate
changed from 13.0% to 16.6%. As a result, the net birth rate for 2017 dropped to -3.6%. For the
enterprises comprised of 10 or more employees not much variability has been observed, since in general
medium-sized and large enterprises cannot be closed down so easily, and in many cases they were born
rather bigger. Yet there was a negative net birth rate in 2017 for this group of enterprises.
In 2016 the highest survival rate at the first year was observed in the economic activity of Transportation
and storage – 87.3% of the enterprises in this activity continued being active one year after they were
born, followed by the Information and communication economic activity, with a slightly lower survival rate
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at the first year of 85.3%, and the Water supply; sewerage, waste management and remediation activities
with a survival rate of 85.29%. The lowest survival rates at the first year were observed in the economic
activity of Electricity, gas, steam and air conditioning supply (52.1%) and in the Real estate activities
(61.4%).
Figure 8 Birth, death and net birth rates of enterprises by size class, Bulgaria, 2016 and 2017
16.6%
13.6%

13.1%

13.0%

2.1%

0.6%

2.1%

1.8%
0.0%

Enterprises with 0-9 employees

Enterprises with 10 or more
Employees

-0.4%
-3.6%
Enterprises with 0-9 employees

2016
Birth Rate

Death Rate

2.3%

Enterprises with 10 or more
Employees

2017
Net birth Rate

Source: Eurostat, own calculations

Table 5 Survival rate by economic activity, Bulgaria, 2016
Economic activity (NACE.BG 2008)

Survival rate
at first year

Mining and quarrying

72.73%

Manufacturing

84.17%

Electricity, gas, steam and air conditioning supply

52.11%

Water supply; sewerage, waste management and remediation activities

85.29%

Construction

76.68%

Wholesale and retail trade; repair of motor vehicles and motorcycles

79.91%

Transportation and storage

87.26%

Accommodation and food service activities

76.60%

Information and communication

85.34%

Real estate activities

61.43%

Professional, scientific and technical activities

80.46%

Administrative and support service activities

82.45%

Total for the economy

79.45%

Source: NSI, own calculations
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Scale-ups
Scale-ups are a specific group of SMEs, for which established definition and official statistics are not
available yet. For the purposes of this analysis, a random sample of 2400 newly born enterprises was
selected and anonymised data for those enterprises was obtained from NSI. These enterprises were
established and started their activity in the years of 2012, 2013 and 2014.
These three different cohorts were used to consider to a certain extent the effects of the business cycle
on the intensity of start-ups and scale-ups. The data obtained indicates that along with time-invariant
determinants, the business cycle also affects the birth and the growth of newly born enterprises. The
average number of employees in the subsequent years after the start of a business is slowly increasing
among those enterprises, which remain active. Compared to the number of employees in the start year,
those enterprises, which are still in operation and have employees, double the number of employed
persons in the fifth year. Nevertheless, the average number of employees per enterprise remains rather
low (3.6, for enterprises with non-zero number of employees). The change of this indicator is modest –
after the first two years of operation every year 20%-25% of the enterprises, which remain active,
increase their personnel with more than 5% on annual basis. Between 50% and 60% of the enterprises
do not change the number of their employees, and between 19% and 24% actually reduce this number.
Table 6 Number of employees in the enterprises in subsequent years after the start year, share of
enterprises of all created in the first year
Number of
employees

first year

second year

third year

fourth year

fifth year

sixth year

seventh year

0

70.6%

45.7%

36.8%

33.8%

30.3%

26.5%

24.5%

1

16.5%

17.8%

15.3%

11.9%

11.0%

10.5%

10.1%

2-4

9.4%

15.5%

15.9%

15.6%

13.9%

11.6%

10.3%

More than 5

3.5%

7.0%

7.5%

7.6%

8.3%

8.0%

8.0%

14.0%

24.5%

31.0%

36.5%

43.3%

47.1%

Do not operate
Source: NSI, own calculations

Similarly to the change in the number of employees, the change in the turnover is also modest over the
subsequent years after the start of a business. Around half of the enterprises, which remain active,
increase their turnover with more than 5% per year, but this is mainly due to the low baseline levels and
is also accompanied by a significant fraction of enterprises that cease operations. The share of the
enterprises with a turnover of less than 50 thousands BGN is around one third after the fifth year of
operation.
Table 7 Turnover of the enterprises in subsequent years after the start year, share of enterprises of
all created in the first year
Turnover per year

first year

second year

third year

fourth year

fifth year

sixth year

seventh year

Do not operate

-

14.0%

24.5%

31.0%

36.5%

43.3%

47.1%

0 BGN

21.0%

7.6%

6.8%

6.9%

5.0%

3.4%

2.8%

Less than 50
thousands BGN

63.5%

51.6%

43.1%

37.8%

34.0%

29.7%

27.4%

51-250 thousands
BGN

11.3%

17.4%

15.3%

13.3%

13.4%

13.4%

11.5%

More than 250
thousands BGN

4.3%

9.4%

10.4%

11.0%

11.0%

10.3%

11.3%

Source: NSI, own calculations
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For this analysis a methodology from the recent program Nordic Scalers43 was adapted to local specifics.
It provides the following definition of scale-ups: enterprises that have an extraordinarily high growth over
a three-year period44. Growth is measured in turnover, employment or both. The methodology operates
with three types of scale-ups: turnover scale-ups, employment scale-ups and turnover and employment
scale-ups. The Nordic scale-ups are determined on the basis of the following criteria: enterprises with
average annualised growth in the number of employees greater than 20% per year over a three year
period, and with 10 or more employees in the beginning of the observation period. Only organic growth is
considered (without growth reached by mergers and acquisitions, joint-ventures or alliances). The precise
definition of scale-up enterprises is as follows:
Enterprises with 10 or more full time equivalent number of employees (hereafter employment (FTE))
and an annual turnover of 2 or more million EUR in the start year of observation.
Enterprises with average annualised growth in the number of employees (FTE) and/or in turnover in
current prices greater than 20% over a three-year period. Due to the user needs expressed by Nordic
Innovation, the analysis operates with three types of scale-up enterprises:
Scale-ups by employment (FTE) growth only
Scale-ups by turnover and employment (FTE) growth
Scale-ups by turnover growth only
In contrast, the European Union defines another category, namely that of high growth enterprises – by
Regulation (EU) No 439/2014 these are enterprises with at least 10 employees in the start year of the
growth period with average annualised growth in the number of employees of 10% or more per annum,
over a three year period.45
For the purposes of the current study for Bulgaria, the above definition of a scale-up enterprise has been
slightly modified, still adopted in the restricted version of Nordic scale-ups:
Enterprises with average annualised growth in the number of employees greater than 20% per year,
over a three year period, and with 10 or more full time equivalent number of employees (hereafter
employment (FTE)) and an annual turnover of 2 or more million BGN in the start year of observation.
Enterprises with average annualised growth in the number of employees (FTE) and/or in turnover in
current prices greater than 20% over a three-year period.
Only growth caused by organic growth is included (without growth reached by mergers and
acquisitions, joint-ventures or alliances).
The Scale-ups in the Nordics 2017 data are used as a benchmark in the interpretation of the findings
regarding scale-ups in Bulgaria (since this is a pilot methodology in a rather new field of leading EU
statistical institutions and adequate data for comparisons in this respect is limited).

43

The pilot programme was conducted by the national statistical institutes of Denmark, Finland, Iceland, Sweden and Norway, and
designed to support Nordic scale-ups in accelerating their next stages of growth
44
Nordic Innovation, 2019. Scale-ups in the Nordics 2017. Nordic Council of Ministers, Nordic Innovation
45
PwC Luxembourg, CARSA, DIW Econ, LE Europe, 2019. Annual Report on European SMEs 2018/2019. Research &
Development and Innovation by SMEs. SME Performance Review 2018/2019. Brussels: European Commission
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Table 8 Comparison between Bulgarian and Nordic shares of scale-ups in SMEs, %
Turnover
scale ups

Employment
scale ups

Turnover and
employment
scale ups

Total scale
ups

Scale ups in the first
3 years of their
establishment

Bulgaria, less restricted definition46
(2 mln. BGN turnover)

0.3%

0.1%

0.6%

1.0%

0.1%

Bulgaria, restricted definition
(2 mln. EUR turnover)

0.13%

0.08%

0.54%

0.75%

Nordic total, restricted definition
(2 mln. EUR turnover)

0.21%

0.08%

0.12%

0.41%

Denmark

0.42%

0.10%

0.20%

0.72%

Finland

0.14%

0.05%

0.10%

0.29%

Iceland

0.59%

0.02%

0.14%

0.75%

Norway

0.16%

0.12%

0.10%

0.38%

Sweden

0.17%

0.06%

0.11%

0.34%

Source: NSI, own calculations, Scale-ups in the Nordics 2017, Nordic Innovation

The results show that the share of scale-ups among Bulgarian enterprises is 1% in total, similar to those
of Nordic countries measured by the adapted criteria (2 or more million BGN in the start year of
observation)47. If we use the more restricted Nordic methodology (turnover more than EUR 2 mln.) the
share of scale-ups will be 0.75%. The observed higher share of scale-ups in Bulgaria compared to Nordic
countries is determined by a concentration of certain economic activities, enabling rapid growth. The
scale-ups can be described by the following key characteristics:
The total number of scale-up enterprises in Bulgaria based on the Nordic methodology is 275.
The main sectors of scale-ups enterprises over the recent years are: information and communication
technologies, construction, trade, transport, real estate, gambling and betting activities, manufacture
of food products, production of clothing, manufacture of goods, repair and installation of machinery
and equipment, consultancy, architectural and engineering activities; technical testing and analysis,
health.
The average turnover of scale-ups in 2018 in Bulgaria was 8 mln BGN.
In the third or fourth year of operation, the average TFA of scale-ups is forty times bigger than the
TFA of the other enterprises established at the same year. After that period, this TFA gap reduces,
and after the fifth and the sixth year, it is thirty times greater than the other enterprises established in
the same start year.
The EU methodology with respect to defining high growth enterprises shows that in 201648, the share of
enterprises from the business economy 49 with at least 10 employees in Bulgaria was 11.2% 50. This result
differs from the scale-ups estimates presented above since the former indicator is determined by the less
restrictive methodology of EU (including only enterprises with at least 10 employees in the beginning of
their growth, and average annualised growth in the number of employees greater than 10% per annum
over a three-year period). According to the latter EU methodology, in different periods between 2.7 and
46

Less restricted methodology was used based on the Purchasing power parities (PPPs), price level indices and real expenditures
for Bulgaria which is around 55-57% of EU average. (Eurostat code: prc_ppp_ind).
47
Since a formal definition of scale-up enterprise, which up-dates and up-grades the traditional approach (which is focused on
employment only) has not been introduced into the EU practice yet, the approach applied here is based on the methodology used in
2019 by Nordic Innovation (https://www.norden.org/en/publication/scale-ups-nordics-2017-0). Since no other comparable data is
available for other EU countries, findings for Bulgaria and the Nordic countries are presented here for comparison purposes.
48
PwC Luxembourg, CARSA, DIW Econ, LE Europe, 2019. Annual Report on European SMEs 2018/2019. Research &
Development and Innovation by SMEs. SME Performance Review 2018/2019. Brussels: European Commission
49
The data covers the ‘non-financial business economy’, which includes industry, construction, and trade and services (NACE Rev.
2 sections B to J, L, M and N). They do not cover enterprises in agriculture, forestry and fisheries or largely non-market service
sectors such as education and health.
50
The value was slightly higher than the EU average of 10.7%. High-growth enterprises were observed at highest level in the
transportation and storage, and in the information and communication activities.
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3.0 thousand enterprises in Bulgaria are fast growing51. The average number of employees of Bulgarian
scale-ups is 81 people and the average number of persons employed is 83. Average size (in terms of
number of employees) of high-growth enterprises in the EU-28 business economy is 86.
The scale-ups are still not studied in details but the development of a methodology is on the way. There
is lack of official data and analyses that can explain the factors behind scale-ups formation as well to give
a more detail information about their pattern of development in medium or long term.

Sustainability of newly born SMEs
Another measure for growth and development of the SMEs was developed to illustrate the distance
between newly born SMEs and all active SMEs. An Enterprise Growth Index was developed to assess
the sustainability and viability of newly born enterprises, based on the following key enterprise indicators:
turnover, value added and number of employees. Additionally, the average turnover per employee was
calculated and included. The main purpose of the developed index is to compare the newly registered
enterprises with all other micro, small and medium-sized enterprises in the country (relative to the
average rate of all operating micro, small and medium-sized enterprises). Thus, it has been possible to
identify by which indicators the growth of enterprises after a certain period reaches and exceeds the
average values for the population and what is the distance between the indicators of the newly born
enterprises and of all other enterprises in the country. This index practically illustrates the extent, to which
start-ups reach the national average on individual indicators as well as on summarised index.
The aggregate values of the index measure the degree of approximation of enterprises to the national
average. With the greatest attention here, the analysis looks at the values of this sub-component of the
index at the end of the observed period (2018). It is important to note that only micro, small and mediumsized enterprises are taken into account in the comparisons with the country average, while the large
ones are not included in order to avoid differences in scale.
The average turnover of the newly born enterprises in the seventh year of their operation reaches
approximately 89% of the national average turnover of all existing (active) SMEs. The average value
added at factor cost exceeds the national average – one of the reason is that many of the newly born
SMEs are lagging behind in acquisition of machinery and equipment and rely mainly on labour inputs.
The enterprises, which remain active at the sixth and seventh years, outstrip the national average by
average number of persons employed. This contributes to the observed lower efficiency as the turnover
per one employee is below the national average.
Newly born start-ups succeed in reaching the level of all other active enterprises by the seventh year.
They even slightly outperform other enterprises in the economy in terms of average number of
employees and value added at factor costs, but are lagging behind in turnover and turnover per
employee.
Figure 9 Turnover over the first seven years of operating, by year of birth (mln BGN)
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newborn 2012

newborn 2013

newborn 2014

All enterprises

Source: NSI, own calculations

51

Eurostat, High growth enterprises (growth by 10% or more) and related employment by NACE Rev. 2, Eurostat code: bd_9pm_r2
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Figure 10 Value added over the first seven years of operating, by year of birth (mln BGN)
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Source: NSI, own calculations

Figure 11 Number of persons employed over the first seven years of operating, by year of birth
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Figure 12 Turnover per employed over the first seven years of operating, by year of birth (mln BGN)
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Table 9 Scale-up indexes for Bulgarian SMEs
newly
born
2012

newly
born
2013

newly
born
2014

newly
born
2012

newly
born
2013

newly
born
2014

1 year

0.11

0.25

0.21

1 year

0.25

0.49

0.39

2 year

0.37

0.57

0.44

2 year

0.64

1.24

0.74

3 year

0.52

0.69

0.40

3 year

0.81

1.31

0.99

4 year

0.65

0.61

0.44

4 year

0.93

1.28

1.06

5 year

0.68

0.62

0.43

5 year

1.02

1.39

0.82

6 year

0.68

0.69

6 year

1.10

1.44

7 year

0.89

7 year

1.20

Index
turnover

Index Number
of persons
employed

newly
born
2012

newly
born
2013

newly
born
2014

1 year

0.36

0.49

0.37

2 year

0.67

0.77

3 year

0.77

4 year

Index Value
added at
factor cost

Index
Turnover/
employed

newly
born
2012

newly
born
2013

newly
born
2014

1 year

0.29

0.52

0.55

0.55

2 year

0.55

0.73

0.81

0.92

0.66

3 year

0.67

0.75

0.60

0.88

0.83

0.71

4 year

0.74

0.73

0.62

5 year

0.99

0.90

0.72

5 year

0.69

0.70

0.60

6 year

1.06

1.06

6 year

0.64

0.65

7 year

1.15

7 year

0.77

TOTAL INDEX
newly
born
2012

newly
born
2013

newly
born
2014

1 year

0.25

0.44

0.38

2 year

0.56

0.83

0.63

3 year

0.69

0.92

0.66

4 year

0.80

0.86

0.71

5 year

0.85

0.90

0.64

6 year

0.87

0.96

7 year

1.00

Source: NSI, own calculations
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Business performance indicators
Value added
In 2018, the value added at factor costs of Bulgarian SMEs was 38.3 billion leva, and represented a
share of 65.3% of the total value added in the economy. Its annual growth (compared to 2017) was
15.0%. For the period 2008-2018 an increase by 69.6% was observed, as the highest growth referred to
the value added of microenterprises (110.2%). Thus, the SMEs sector continued to get ahead of the LEs.
Table 10 Size, structure and growth of value added at factor costs, 2018
Micro

Small

Mediumsized

SMEs

LEs

Total

12 674.5

13 611.3

11 995.5

38 281.2

20 337.7

58 618.9

Share

21.6%

23.2%

20.5%

65.3%

34.7%

100.0%

Growth, 2017 – 2018 (%)

17.9%

22.0%

5.3%

15.0%

8.1%

12.5%

Growth, 2008 – 2018 (%)

110.2%

77.4%

35.3%

69.6%

60.7%

66.4%

Value added, mln BGN

Source: EC SME Performance Review, own calculations

Table 11 Size, structure and growth of value added in SMEs by economic activities, 2018
Value added,
mln BGN

Share,
%

Growth, %
2017 – 2018

Growth, %
2008 – 2018

12 834.6

33.5%

7.0%

37.3%

166.9

0.4%

-8.1%

32.7%

Manufacturing

7 893.3

20.6%

10.8%

63.0%

Electricity, gas, steam and air conditioning supply

1 629.0

4.3%

-10.3%

504.8%

Water supply; sewerage, waste management and
remediation activities

246.5

0.6%

-14.8%

46.4%

Construction

2 898.9

7.6%

12.3%

-26.4%

Services

25 446.6

66.5%

19.4%

92.4%

Wholesale and retail trade; repair of motor
vehicles and motorcycles

11 343.0

29.6%

20.7%

74.9%

Transportation and storage

3 111.7

8.1%

24.6%

108.6%

Accommodation and food service activities

1 788.9

4.7%

20.9%

129.8%

Information and communication

3 122.6

8.2%

19.7%

226.4%

Real estate activities

1 560.0

4.1%

10.9%

43.8%

Professional, scientific and technical activities

3 242.3

8.5%

14.7%

72.5%

Administrative and support service activities

1 278.1

3.3%

17.5%

134.3%

Economic activity (NACE.BG 2008)
Industry
Mining and quarrying

Source: EC SME Performance Review, own calculations
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The share of value added of the Industry sector was 33.5% in 2018, while that of Services – 66.5%. Apart
from the Wholesale and retail trade; repair of motor vehicles and motorcycles activities, which share of
value added was 29.6%, the Manufacturing activity had a considerable share in the total value added –
20.6%. The latter grew on annual basis by 10.8% and by 63.0% during the period 2008-2018.
Other economic activities with considerably high share in the total value added were Professional,
scientific and technical activities (8.5%), Information and communication (8.2%), and Transportation and
storage (8.1%). During the period 2008-2018, the highest growth rate of the value added in the Services
sector was observed in the Information and communication – 226.4%, and in 2018 this activity indicated
an annual growth rate of 19.7% (compared to 2017). Other significant midterm growth rates in the sector
were those of Administrative and support service activities (134.3%), Accommodation and food service
activities (129.8%), and Transportation and storage (108.6%).
The distribution of the value added in non-financial enterprises across statistical regions was uneven in
2017, with prevailing share of that of the South-West region – 50.2% (amounting to 30.1 billion leva out of
60.0 billion leva for the entire country). The least share of value added for the same year was observed in
the North-West region (5.6%), followed by the North Central region (7.4%), whereas in both regions the
indicator level was lower than the country average. A look at the regional distribution of this indicator at
NUTS-3 level reveals that a predominant contribution had (and most probably still has) the region of Sofia
City, which in 2017 had a share of 42.1% in the total value added. The second biggest contributing region
is that of Plovdiv with a share of 8.9% in the total value added. The remaining half of the value added at
factor cost was shared between the other 26 regions.
Table 12 Size, share and growth of value added, non-financial enterprises, by statistical region, 2017
Value added at factor cost,
mln BGN

Share,
%

Growth, %
2008 – 2017

North-West

3 357.7

5.6%

42.2%

North Central

4 426.7

7.4%

54.3%

North-East

6 077.1

10.1%

31.2%

South-East

7 633.1

12.7%

81.9%

South-West

30 125.8

50.2%

54.4%

South Central

8 360.1

13.9%

73.5%

Total

59 980.5

100%

56.3%

Statistical region

Source: NSI, Regional statistics, own calculations

Figure 13 Value added at factor cost, non-financial enterprises, by statistical regions, mln BGN, 2017

Source: NSI, Regional statistics, own calculations
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Revenues and expenditure
In 2018 the SMEs revenues grew with 7.05 p.p. up to 205.3 billion BGN. Their share of the total revenue
for the country was 69.7%, where that of the LEs was 30.3%. The LEs also experienced an increase of
7.9% and reached a value of this indicator of 89.3 billion BGN. For the total country, the increase in
revenues was 7.3% compared to the previous year.
The microenterprises’ revenues had the biggest growth of 8.81 p.p. and made up 24.3% of the total
revenue of the country. The next fastest growing were the medium-sized enterprises with a rate of 7.6%
and reaching revenues of 69.9 billion BGN.
The expenditures for SMEs in 2018 also increased. Compared to 2017, the increase was 6.73 p.p.
leading to a total of 192.1 billion BGN. LEs in 2018 accounted for 30.8% of the expenditures of the
country, making up 85.7 billion BGN.
Amongst SMEs, expenditures of microenterprises grew the most for this year compared to the previous
one (by 7.7%), followed closely by medium-sized with a growth rate of 7.6%. In 2018 the shares of all
groups – micro, small and medium-sized – were relatively similar in the total expenditures in the country.
Revenues and expenditures followed a positive trend for both the Industry and Services sectors.
Nevertheless, the growth rate of the revenue in the Services was 7.3%, higher than that of the Industry
(6.5%). The expenditure’s increase in Services was also higher (6.9%), than that of the Industry (6.2%).
Table 13 Size, structure and growth of revenues and expenditure, 2018
Micro

Small

Mediumsized

SMEs

LEs

Total

71 456.7

63 995.7

69 863.9

205 316.3

89 333.2

294 649.5

Share, % of total

24.3%

21.7%

23.7%

69.7%

30.3%

100.0%

Growth, 2017 – 2018, %

8.8%

4.5%

7.6%

7.0%

7.9%

7.3%

Expenditure, mln BGN

65 205.0

60 536.1

66 367.8

192 108.9

85 673.7

277 782.6

Share, % of total

23.5%

21.8%

23.9%

69.2%

30.8%

100.0%

Growth, 2017 – 2018, %

7.7%

4.8%

7.6%

6.7%

10.0%

7.7%

Revenue, mln BGN

Source: NSI, own calculations

Figure 14 Annual growth rates of revenue and expenditure in SMEs, 2018
7.28%
7.05%

6.92%
6.73%
6.47%
6.25%

TOTAL
Revenues

Industry

Services

Expenditures

Source: NSI, own calculations

In 2018 expenditure and revenue annual growth rates for SMEs and LEs varied across different regions
in Bulgaria. For revenues, all enterprises had a growth rate above 5%. SMEs had a better performance in
the South regions, while LEs did better overall in the North. The highest revenue increase for SMEs was
observed in the South Central region, while the lowest was for the North Central. Similarly, the lowest
performance for LEs was in the North Central, but the highest one was in the North-West.
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Similar to annual revenue growth, LEs also had a higher expenditure increase compared to 2017. The
region that had the highest expenditure for LEs was the North-East (13.0%) and that with the lowest was
the South Central (5.3%). For SMEs – the highest increase in expenditure was observed in the South
Central region (8.0%), while the lowest – in the North Central region (3.1%).
Table 14 Annual growth of revenue and expenditure in non-financial enterprises by statistical region,
Bulgaria, 2018
Revenue
Annual growth, %

Expenditure
Annual growth, %

SMEs

LE

Total

SMEs

LE

Total

Total

7.2

8.2

7.5

6.9

10.0

7.8

North-West

7.5

11.0

8.4

7.1

10.4

8.0

North Central

3.2

5.9

3.7

3.1

6.5

3.8

North -East

6.4

10.7

7.2

6.6

13.0

7.8

South-East

6.8

3.6

5.6

7.3

10.0

8.3

South-West

7.7

10.6

8.7

7.2

10.9

8.4

South Central

8.2

0.3

6.3

8.0

5.3

7.3

Source: NSI, own calculations

Tangible fixed assets (TFA)
In 2018 the nominal value of TFA investments for SMEs amounted to 77.1 billion BGN and was 3.5%
higher than that of the previous year. This was due to the growth in the micro and medium-sized
enterprises, respectively with 3.6% and 7.1% compared to 2017. The small enterprises experienced a
decrease of 0.1 p.p. since 2017 and their TFA investments dropped to 20.1 billion BGN. LEs’ TFA
investments grew at the same rate as those of SMEs (by 3.5%) and amounted to 51.6 billion BGN.
Table 15 Size, structure and growth of TFA, Bulgaria, 2018
Micro

Small

Mediumsized

SMEs

LE

Total

TFA investments (mln BGN)

37 548

20 153

19 362

77 063

51 600

128 663

Share, % of total

29.2%

15.7%

15.05%

59.90%

40.10%

100.00%

Growth, 2017 – 2018, %

3.6

-0.1

7.1

3.5

3.5

3.5

Growth, 2008 – 2017, %

38.8

21.9

8.1

25.3

42.7

31.8

Source: NSI, own calculations

With respect to split by economic activity, in 2018 out of the total TFA investments made by SMEs (66.7
billion BGN), 24.2% were made by enterprises in the Real estate activities (16.1 billion BGN), followed by
those in Manufacturing (12.0 billion BGN or 18.0%) and Wholesale and retail trade; repair of motor
vehicles and motorcycles (10.3 billion BGN or 15.4%). The lowest amount of TFA investments by SMEs
was made by enterprises in the Water supply, sewerage, waste management and remediation activities
and in the Mining and Quarrying (0.5 billion BGN in each).
The biggest growth of TFA investments was noted in the Construction activity (17.0%), followed by the
Water supply; sewerage, waste management and remediation activities (14.4%), and Accommodation
and food service activities (5.8%). For the Water supply, sewerage, waste management and remediation
activities the indicator decreased from 2017 to 2018 by 1.3%. A decline of 0.2% was observed in the Real
estate activities as well.
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Figure 15 Annual growth rate of TFA by economic sectors, 2018
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Source: NSI, own calculations

TFA structure by statistical regions shows that SMEs were the main contributor for acquisition of tangible
fixed assets across all regions. In 2018 SMEs in the South-West region had the highest share of all
investments (41.6%), followed by the South-East region (14.8%) and the South Central (14.5%). The
situation in the North part of Bulgaria, however, was different – the North-West region was with the lowest
level of TFA investments by SMEs (4.8 billion BGN or 6.2%), followed by the North Central region (6.2
billion BGN or 8.0%). For LEs similar dynamics were observed – the Southern regions were leading, in
the same order. Overall, the South-West region was the one investing in TFA the most on a country level,
accounting for almost half of the investments by all enterprises (48.1%).
Compared to the previous year of 2017, TFA investments by SMEs in the Northern regions were going
up with a faster rate compared to those in the South, while LEs in the North-West region experienced a
decline. For the large enterprises South Central region brought the highest TFA investment growth of
10%. During the period 2008-2018, in general, there was a considerable increase in investments in TFA
for almost all enterprises, with the only exception for LEs in the North-East region.
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Table 16 Size, structure and growth of TFA by statistical region, Bulgaria, 2018
TFA investments,
mln BGN

Structure, %

Growth rate, %
2017-2018

Growth rate, %
2008-2018

SMEs

LEs

Total

SMEs

LEs

Total

SMEs

LEs

Total SMEs

LEs

Total

Total

77 063.0

51 600.0

128 663.1

100.0%

100.0%

100.0%

3.5

3.5

3.5

25.3

42.7

31.8

North-West

4 806.4

3 500.6

8 307.0

6.2%

6.8%

6.5%

6.5

-5.8

0.9

53.8

43.3

49.2

North Central

6 160.2

1 581.8

7 742.0

8.0%

3.1%

6.0%

3.2

5.5

3.7

40.0

11.7

33.1

North -East

10 764.9

3 770.1

14 534.9

14.0%

7.3%

11.3%

1.4

3.2

1.8

41.1

-2.6

26.4

South-East

12 151.4

7 947.7

20 099.1

15.8%

15.4%

15.6%

1.9

1.2

1.6

38.5

78.7

52.0

South-West

32 041.8

29 847.4

61 889.2

41.6%

57.8%

48.1%

4.7

4.1

4.4

5.2

44.3

21.0

South Central

11 138.4

4 952.5

16 090.9

14.5%

9.6%

12.5%

2.9

10.0

5.0

57.0

50.4

54.9

Source: NSI, own calculations

Employment in the SME sector
Number, structure and development of employment
In 2018 the number of persons employed in SMEs in Bulgaria was 1.5 million (75.7%), while that in LEs
was 0.5 million (24.3%). Microenterprises employed 616.0 thousand persons, accounting for 30.6% in the
total employment. The share of persons employed in small enterprises was 23.7% and that for mediumsized enterprises was 21.5%.
Compared to 2017 the employment in SMEs grew by 1.6%, as opposed to LEs, where a decline by 0.3%
was observed. The highest annual growth rate was noted in small enterprises (1.9%), followed by
microenterprises (1.8%) and medium-sized enterprises (1.1%).
As expected, all enterprises faced a major limitation in the labour market – reduction in labour supply due
to negative demographic developments over the last decades. During the period 2008-2018 there was
zero change in the SMEs employment and a considerable decrease in the number of persons employed
in LEs by 8.2%. Among all size categories in the SMEs sector, only the microenterprises succeeded to
increase the number of persons they employed (by 16.6%). Hence, increase in employment both for the
total economy and for the SMEs sector could be expected in rather moderate growth rates.
Table 17 Number of persons employed, structure and growth of employment in non-financial
enterprises by size class, Bulgaria, 2018
Micro

Small

Mediumsized

SMEs

LEs

Total

616 012

477 693

432 689

1 526 394

489 587

2 015 981

Share, % of total

30.5%

23.7%

21.5%

75.7%

24.3%

100.0%

Growth, 2017 – 2018, %

1.8%

1.9%

1.1%

1.6%

-0.3%

1.2%

Growth, 2008 – 2018, %

16.6%

-4.2%

-13.4%

0.0%

-8.2%

-2.1%

Number of persons
employed

Source: EU SME Performance Review 2019, own calculations
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Structure of employment by economic activity
In 2018 most of the persons in the overall economy were employed in the Services sector – over 60%.
The SMEs followed a similar structure, slightly skewed towards Services, which accounted for 65.3% of
the employees. Employment shares in LEs were more evenly distributed between the Industry and the
Services sectors – share of persons employed in each of them was 55.0% and the rest 45.0% going to
the Services sector.
In 2018 for SMEs most of the employed persons in the Industry were attributable to Manufacturing
activities (23.4% or 357.3 thousand), followed by Construction with a 9.0% share of employment. The
lowest number of employees in the Industry sector for SMEs was observed in Mining and quarrying –
0.4% or 5.9 thousand. In Services, the majority of persons employed in SMEs were in Wholesale and
retail trade; repair of motor vehicles and motorcycles – 29.8% or 455.1 thousand, followed by
Accommodation and food service activities (9.1%). The share of persons employed in Information and
communication activities was 4.4% of the SMEs sector employment, and that of Professional, scientific
and technical activities – 6.8%.
Table 18 Number of persons employed, structure and development of employment in non-financial
enterprises by size class and economic activity, Bulgaria, 2018
Economic activity

Number of persons
employed (thousand)

Growth rate, %
2017-2018

Structure, %

(NACE.BG 2008)

SMEs

LEs

Total

SMEs

LEs

Total for the
economy

1,526.4

489.6

2,016.0

Mining and
quarrying

5.9

15.8

21.6

0.4%

3.2%

Manufacturing

357.3

197.1

554.4

23.4%

Electricity, gas,
steam and air
conditioning supply

6.1

25.6

31.8

Water supply,
sewerage, waste
management and
remediation
activities

12.1

20.6

Construction

137.0

Wholesale and retail
trade; repair of
motor vehicles and
motorcycles

Total

Growth rate, %
2008-2018

SMEs

LEs

Total

SMEs

LEs

Total

1.6%

-0.3%

1.2%

0.0%

-8.2%

-2.1%

1.1%

8.9%

-4.1% -0.9%

-14.8%

-31.3%

-27.5%

40.3%

27.5%

1.3%

1.8%

1.5%

-16.0%

-0.7%

-11.1%

0.4%

5.2%

1.6%

-3.1%

1.7%

0.7%

31.5%

-18.5%

-12.0%

32.8

0.8%

4.2%

1.6%

10.6%

-3.3%

1.4%

19.1%

-6.7%

1.4%

14.1

151.1

9.0%

2.9%

7.5%

7.7%

2.2%

7.2%

-35.0%

-68.5%

-40.9%

455.1

59.7

514.9

29.8%

12.2%

25.5%

3.6%

4.7%

3.7%

1.8%

33.7%

4.7%

Transportation and
storage

110.2

63.8

174.0

7.2%

13.0%

8.6%

5.9%

3.1%

4.9%

37.1%

-17.2%

10.5%

Accommodation and
food service
activities

138.4

11.5

149.9

9.1%

2.4%

7.4%

8.5%

13.4% 8.8%

26.2%

-13.2%

21.9%

Information and
communication

67.3

39.9

107.2

4.4%

8.1%

5.3%

9.1%

6.4%

8.1%

70.0%

90.7%

77.2%

Real estate activities

37.8

1.5

39.3

2.0%

0.3%

1.9%

-7.5%

n.a.

n.a.

n.a

n.a.

n.a.

Professional,
scientific and
technical activities

104.3

9.6

113.9

6.8%

2.0%

5.6%

5.7%

36.5%

173.9%

42.6%

100.0% 100.0% 100.0%

23.3% 7.0%

Source: NSI, 2019 SBA Fact Sheet Bulgaria, own calculations

43
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

In 2018 the highest annual growth rate of the number of persons employed in SMEs was observed in
Water supply, sewerage, waste management and remediation activities – 10.6% (compared to 2017),
followed by the Information and communication activities (9.1%). There was a decline in the number of
persons employed in Real estate activities (7.5%) and in Electricity, gas, steam and air conditioning
supply (3.1%). The trends in the structure of SMEs sector employment during the period 2008-2018
showed that the most considerable increase in the number of persons employed was in Information and
communication activities (a growth of 70.0%), Transportation and storage activities (37.1%), and
Professional, scientific and technical activities (36.5%). The economic activity with most significant
reduction of employment over the observed 11-year period was Construction (a decline of 35.0%).
Within the SMEs, the average number of employed persons in both Industry and Services was rather
stable during the period 2008-2018, as SMEs in the Industry sector had 10 employed persons on
average in 2018 (moving from an average number of 9 in the previous years) and SMEs in the Services
sector had 3 employed persons on average (remaining unchanged in recent years). SMEs in the Mining
and quarrying activities had the highest average number of employed persons – 18 SMEs in
Manufacturing activities had 11 employed on average, in comparison to 692 employed on average in LEs
in the same activities. For the Services sector, in 2018 the highest average number of employed persons
in SMEs (5) was observed in the following economic activities: Transportation and storage,
Accommodation and food service activities, Information and communication and Administrative and
support service activities. SMEs in the Professional, scientific and technical activities had an average
number of 2 employed persons.
Table 19 Occupied persons per enterprise by size class and economic activity, Bulgaria, 2018
Economic activity
(NACE.BG 2008)

Total

Micro

Small

Medium

SMEs

LEs

TOTAL for the economy

6

2

20

53

4

757

Industry

14

2

21

31

10

704

Mining and quarrying

64

3

22

117

18

1316

Manufacturing

18

3

22

103

11

692

Electricity, gas, steam and air conditioning
supply

19

1

19

86

4

1423

Water supply; sewerage, waste
management and remediation activities

42

3

23

112

16

543

7

2

20

91

7

403

Services

5

2

19

30

3

859

Wholesale and retail trade; repair of motor
vehicles and motorcycles

4

2

19

94

3

747

Transportation and storage

7

2

19

98

5

1251

Accommodation and food service activities

6

2

19

95

5

550

Information and communication

7

2

21

113

5

886

Real estate activities

1

1

13

-

1

303

Professional, scientific and technical
activities

2

2

18

97

2

563

Administrative and support service
activities

10

2

21

100

5

762

2

1

13

-

2

-

Construction

Repair of computers and personal and
household goods

Source: NSI (Statistics of Enterprises), own calculations

44
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Structure of employment by statistical region
In 2018 the statistical region with the highest share of persons employed in SMEs was the South-West,
accounting for 38.9% of the persons employed in all SMEs in the country (or 640.8 thousand). The
smallest share of employed in SMEs was observed in the North-West region – 7.4% or 121.5 thousand.
Compared to the previous year of 2017, the employment developments in the SMEs sector were more
favourable in the Southern regions, while in the Northern regions declines in the number of persons
employed were observed. In 2018 the highest annual growth of the indicator was in the South-West
region (1.4%) and the biggest decrease – in the North Central region (1.5%).
During the period 2008-201 the dynamics of the number of persons employed in SMEs showed a
widening of the employment gap in the sector between the North and the South parts of the country, as
the most considerable decreases were observed in the North Central region (-13.1%) and in the NorthWest region (-12.4%). The South-East region was also characterised by a negative trend in the SMEs
employment with a decline of 6.0%. Significant positive trend over the observed 11-year period was
registered in the South-West, where the increase of SME employment was 8.3%. The negative
demographic trends (including fertility, mortality, aging and migration) will continue to affect this
deepening of regional disparities. Another key factor in this respect is the pay gap between Sofia City and
all other regions in the country, which is a major obstacle for SMEs employment growth in the less
economically developed regions.
Table 20 Number of persons employed, structure and growth of employment in non-financial
enterprises by statistical region, Bulgaria, 2018
Number of persons
employed, thousand
SMEs
TOTAL

LEs

1,647.3 561.1

Growth rate, %
2017-2018

Structure, %

Growth rate, %
2008-2018

Total

SMEs

LEs

Total

SMEs

LEs

Total

SMEs

LEs

Total

2,208.4

100.0%

100.0%

100.0%

0.4%

1.4%

0.7%

-0.4%

-0.7%

-0.5%

North-West

121.5

28.1

149.6

7.4%

5.0%

6.8%

-1.0%

0.9%

-0.7%

-12.4% -24.4% -14.9%

North Central

160.1

40.5

200.6

9.7%

7.2%

9.1%

-1.5%

0.2%

-1.1%

-13.1% -10.8% -12.6%

North-East

205.2

48.7

253.8

12.5%

8.7%

11.5%

0.0%

3.2%

0.6%

-1.9%

-18.6%

-5.6%

South-East

213.9

75.0

288.9

13.0%

13.4%

13.1%

0.0%

-1.1%

-0.3%

-6.0%

4.5%

-3.5%

South-West

640.8

295.5

936.3

38.9%

52.7%

42.4%

1.4%

2.0%

1.6%

8.3%

7.6%

8.1%

South Central

305.8

73.2

379.0

18.6%

13.1%

17.2%

0.7%

1.0%

0.8%

0.9%

-4.1%

-0.1%

Source: NSI, own calculations

Figure 16 Average annual gross wage of employees, by statistical regions, thousand BGN, 2017

Source: NSI, own calculations
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3. Determinants of SMEs competitiveness
Competitiveness is a multidimensional construct referring to various factors which determine
performance. In general, it is clear what factors affect competitiveness, yet it is difficult to point out a
single common definition.52 Measuring an enterprise’s competitiveness is even more challenging since
specific indicators must be considered. Nevertheless, determinants of SMEs competitiveness can
generally be classified as53:

Basic factors

Globalization-specific factors

Internal factors
Human resource development;
implementation of business and marketing
strategies; size of company, etc.

Innovation activities

Internationalization

Eternal factors
Access to finance, institutions, etc.

Ownership of trademarks and patents

Factors specific to the entrepreneur
Age, education and gender of the
entrepreneur, skills, etc.

ICT usage

Etc.

2012

2020

Innovations
Internationalisation
HRD activities
ICT activities
Access to Finance

81.9%
82.9%
59.4%
73.0%
92.3%

8.1%
6.1%
16.3%
12.6%
2.0%

Innovations
Internationalisation
HRD activities
ICT activities
Access to Finance

74.2%
76.3%
51.5%
66.1%
87.3%

Share of high performing SMEs

Share of high performing SMEs

Share of low performing SMEs

Share of low performing SMEs

10.6%
8.7%
27.9%
13.7%
4.1%

Overall, there has been an improvement in the competitiveness of all Bulgarian SMEs during the period
2012-2020. The share of high performing enterprises has increased, however low performing SMEs are
still a majority in each of the observed factors for competitiveness.

52

Additionally, most of the existing competitiveness indices refer to the national and not to the enterprise level.
Vladimirov, Z., R. Simeonova-Ganeva and K. Ganev, 2013. Significance of globalization-specific factors for SME
competitiveness: a conceptual model and an empirical test, Business Systems Review, Vol. 3, Issue 3, pp. 1-25.
53
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Entrepreneurs and entrepreneurship in Bulgaria
Key Points
Main problems

Identified needs

Weaknesses of the environment for entrepreneurship
development.

Need for improvement of the environment for creation
and operation of new enterprises in relation to:
•
government policy support and relevance and
government entrepreneurship programs;
•
the regulations for doing business related to
getting electricity, starting a business, paying
taxes, registering property, trading across
borders, resolving insolvency;
•
reducing the administrative burden and
improvement of public administration services for
SMEs, including a single point of contact for the
SMEs with all the information necessary for doing
business in Bulgaria;
•
cultural and social norms;
•
access to finance;
•
R&D transfer.

The current framework conditions for SMEs
growth does not ensure equality (fair framework
conditions54) and lead to some discrimination against
the smaller enterprises.

Need to improve the environment for growth of
enterprises in relation to market conditions, access to
human capital, culture and institutions, creation of
knowledge and networking.

Immature entrepreneurial ecosystem in the country.
Concentration of support organisations such as
business incubators, science and technology parks and
co-working spaces mainly in Sofia, Plovdiv and Varna.

Need for ecosystem policy that is closely coordinated
with the smart specialisation policy.
Need for strategies to enable entrepreneurial
ecosystem.
Need for more support organisations such as business
incubators, co-working spaces, and science and
technology parks in most regions in Bulgaria.

Lack of information on the actual number of functioning
clusters in Bulgaria
Lack of evidence on their activities.

The need to create a government long term cluster
policy/ programme support
Need for a single register of industrial clusters and for
regular analysis on clusters development.

Misunderstanding of the essential characteristics and
purposes of industrial clusters as innovative
organisational networks

Delivering support for training initiatives and
opportunities clarification, aimed to create preconditions
for the emergence of sustainable competitive
advantages through participation in industrial clusters

Weak presence of research institutes and universities
in active industrial clusters

Increasing the number of joint projects between
business organisations and research units

Not clear enough legal framework with regards to the
actual functioning of industrial clusters

Amendments to the national legislation in order to
facilitate the registration of industrial clusters in Bulgaria

Insufficient involvement of Bulgarian higher education
institutions in entrepreneurship promotion and
insufficient links with the entrepreneurial ecosystem in
the country55.
Lack of ecosystem for entrepreneurship and innovation
within the Bulgarian higher education institutions.

Bulgarian higher education institutions need to develop
an ecosystem for entrepreneurship and innovation
comprising:
•

a culture that supports entrepreneurship and
the spin-out and start-up of new ventures;

•

support structures: technology transfer offices,
business incubators, science and technology
parks;

•

support initiatives: business idea/plan
competitions, extracurricular training,
counselling, material support;

54

Van Roy, V. and Nepelski, D., 2016. Assessment Of Framework Conditions For The Creation And Growth Of Firms In Europe.
JRC Scientific and Policy Reports. Luxembourg: Publications Office of the European Union.
55
OECD, 2015. Country-Level Review Bulgaria. HEInnovate Reviews: Universities, Entrepreneurship and Local Development.
Promoting Innovation and Entrepreneurial Mind-Sets Through Higher Education. OECD.
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•

Low potential for entrepreneurship in terms of
entrepreneurial self-perceptions and intentions.
Low involvement of students enrolled in the Bulgarian
higher education institutions in entrepreneurship
education, especially in STEM fields.

closer university-business partnerships and
strong links with the entrepreneurial
ecosystem in the country.

Need to strengthen/introduce entrepreneurship
education in all fields of formal education at pre-school,
primary, secondary and university level.
Need to implement high quality of entrepreneurship
teaching and learning, including sustainable and high
quality extra-curricular activities, in the field of
entrepreneurship at all education levels.
Need to establish strong networks for supporting
entrepreneurship skills and education improvement as
a support to SME s and specific targeted groups.
Need for evaluation of the outcomes and the impact of
entrepreneurship education at all education levels and
in all fields of study should be implemented.

Insufficient preparation of the Bulgarian family
enterprises to plan for succession and to manage the
succession process.

Need of specific policies for support of family
entrepreneurship including better access to finance.
Need of specific measures for support of succession in
family enterprises.

Limited economic impact of the early stage
entrepreneurial activity in Bulgaria.

Need for support of various types of entrepreneurship
with high potential positive impact on economic
development and the transformation of Bulgarian
economy, especially for technology entrepreneurship,
high-tech entrepreneurship, innovation-driven
entrepreneurship, knowledge entrepreneurship,
academic entrepreneurship.
Need for specific targeted support for entrepreneurship
at regional level.
Need for specific targeted support for rural
entrepreneurship.

Very high share of people at risk of poverty and social
exclusion in Bulgaria compared to other countries in
EU56.

Need for specific targeted support for social and
inclusive entrepreneurship.

Very high energy-intensiveness and very low resource
productivity of the Bulgarian economy compared to
other economies in the EU.
Low level of eco-innovation.
Unexploited potential of new circular economy business
models.

Need for specific targeted support for green
entrepreneurship.

Entrepreneurship: diversity and new trends
Entrepreneurship contributes to employment, welfare, competitiveness, and economic growth57.
Enhancing entrepreneurship and start up creation is of crucial importance for the development and
competitiveness of the Bulgarian economy at both national and regional level. The European
Commission defines entrepreneurship as the “mindset and process to create and develop economic
activity by blending risk–taking, creativity and/or innovation with sound management, within a new or an
existing organisation”58. The entrepreneurial process encompasses “all the functions, activities and
actions associated with perceiving opportunities and the creation of organisation to pursue them” 59. One
conceptualisation of the stages of the entrepreneurial process is the following 60:

56

Eurostat Official Website. 2020. People At Risk Of Poverty Or Social Exclusion. [online] Available at:
<https://ec.europa.eu/eurostat/web/products-datasets/-/t2020_50>.
57
Commission the European Communities, 2003. Green Paper Entrepreneurship In Europe. Brussels: Commission the European
Communities.
58
Ibid.
59
Bygrave, W. and Hofer, C., 1992. Theorizing about Entrepreneurship. Entrepreneurship Theory and Practice, 16(2), pp.13-22.
60
Andonova, V. and Krasteva, M., 2017. Национален доклад на GEM за предприемачеството в България. Sofia: GEM.
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Potential entrepreneurs – those that see opportunities in their environments, have the capabilities to
start businesses and are undeterred by fear of failure.
Intentional entrepreneurs – those who intend to start a business in the future (in the next three years).
Nascent entrepreneurs– those who have taken steps to start a new business but have not paid yet
salaries or wages for more than three months.
New entrepreneurs – those who are running new businesses that have been in operation for between
3 months and 42 months.
Established business owners – those who are running a mature business, in operation for more than
42 months.
Discontinued entrepreneurs – those who, for whatever reason, have exited from running a business
in the past year.
Although there are various common behaviours related to entrepreneurial process such as opportunity
identification, accumulation of resources, building an organisation, etc. 61, entrepreneurship is viewed as
complex, multifaceted and heterogeneous activity 62. Different measures of entrepreneurial behaviour
reflect the diverse patterns of entrepreneurial activity 63:
1. The Total Early-Stage Entrepreneurial Activity (TEA) rate indicates the percentage of the
adult (18 - 64 years of age) population, who are either a nascent entrepreneur or ownermanager of a new business in a country.
2. The Established Business Ownership Rate measures the percentage of the adult (18 - 64
years of age) population who are currently an owner-manager of an established business,
i.e., owning and managing a running business that has paid salaries, wages, or any other
payments to the owners for more than 42 months.
3. Entrepreneurial Employee Activity Rate indicates the rate of involvement of employees in
entrepreneurial activities, such as developing or launching new goods or services, or setting
up a new business unit, a new establishment or subsidiary.
Various types of entrepreneurship with specific drivers and outcomes have been identified. 64 Every type
of entrepreneurship is characterized by its own specificities, and specific incentives for its development
are needed along with general measures targeting promotion of entrepreneurship. In many cases, it is
difficult to outline the boundaries between the different types. Also, an entrepreneur could be involved in
several types of entrepreneurship at the same type – for example, a female student owning a social
enterprise may deliver services to the gaming industry and produce own arts and crafts products, so that
she provides for job positions for families of people with disabilities in her own social enterprise.
Moreover, different types of entrepreneurship have different potential influence on economic and social
development and environmental sustainability.

61

Gartner, W., 1985. A Conceptual Framework for Describing the Phenomenon of New Venture Creation. The Academy of
Management Review, 10(4), p.696.
62
Kukoc, K. and Regan, D., 2008. Measuring Entrepreneurship. Economic Round-up, (Summer 2008), pp.15-26.
63
Global Entrepreneurship Monitor, 2018. Global Report 2017/18. London: Global Entrepreneurship Research Association (GERA).
64
Todorov, K., 2011. Бизнес предприемачество - Част I Основи. Създаване на нов бизнес. 1st ed. Sofia: BARMP.
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Figure 17 Different types of entrepreneurship

Knowledge
entrepreneurship

Technology / High-tech
entrepreneurship

Digital entrepreneurship

Academic
entrepreneurship

Innovation-driven
entrepreneurship

Global entrepreneurship,
born-global firms

International
entrepreneurship

Growth-oriented
entrepreneurship

Green entrepreneurship

Sustainable
entrepreneurship

Sport entrepreneurship

Arts entrepreneurship

Crafts

Family
entrepreneurship& first,
second, third generation,
etc.

Home-based
entrepreneurship

Inclusive
entrepreneurship

Social entrepreneurship

Female
entrepreneurship

Youth entrepreneurship

Senior entrepreneurship

Student and graduate
entrepreneurship

Ethnic/minority and
immigrant
entrepreneurship

Necessity and
opportunity
entrepreneurship

Rural entrepreneurship

Gray entrepreneurship

Traditional vs.
opportunistic
entrepreneurship

Serial and portfolio
entrepreneurship

Nascent
entrepreneurship

Intrapreneurship

Institutional
entrepreneurship

Source: Own elaboration
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During the last decade, several major global trends enabled by digitalisation transformed significantly the
practice of entrepreneurship65:
‘Lean Startup’ movement;
‘New venture accelerator’ phenomenon;
Global startup initiatives such as the Global Entrepreneurship Week and the Slush event;
‘Entrepreneurial ecosystem’ phenomenon;
New global form of entrepreneurial culture.
These trends affect the modes of entrepreneurial opportunity recognition and pursuit, facilitate
significantly the opportunities for rapid growth and internationalisation of new ventures and pose new
policy challenges66.

65

Autio, E., 2016. Entrepreneurship Support In Europe: Trends And Challenges For EU Policy. London: Imperial College Business
School.
66
Ibid.
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Underlying drivers for entrepreneurship development in Bulgaria
Potential entrepreneurs and entrepreneurial activity
Measures of attitudes, self-perceptions and intentions regarding entrepreneurship are indicators for the
potential for entrepreneurship67 in Bulgaria. In the period 2015 – 2018 there is a positive tendency in the
societal attitudes towards entrepreneurship. The percentage of Bulgarian adults regarding
entrepreneurship as a good career choice has increased from 52.9% in 2015 to 62.6% in 2018, while the
percentage of Bulgarian adults agreeing that in the country successful entrepreneurs enjoy high status
has increased from 66.9% in 2015 to 69.3% in 201868. Both indicators of societal attitudes towards
entrepreneurship in Bulgaria are slightly above the EU average in 2018 69.
However, self-perceptions regarding entrepreneurship among Bulgarian adult population have
deteriorated during the period 2015 – 201870. The share of the adult population in Bulgaria perceiving
good opportunities to start a business in the area where they live has dropped from 21.0% in 2015 to
19.3% in 2018, while the share of the adult population in Bulgaria with self-perceived capabilities for
entrepreneurship has decreased from 39.7% in 2015 to 36.9% in 2018 71. The percentage of Bulgarian
adults intending to start a business in the future (in the next three years) has declined from 7.1% (2015)
to 3.9% (2018), which may be at least partially attributed to the increasing rate of personal fear of failure
(from 25.1% in 2015 to 31.0% in 2018) 72. Bulgaria has the lowest share in the EU of adults that intend to
start a business within 3 years73.
Table 21 Indicators about entrepreneurial activity and job expectations for the period 2015-2018 (%)
Indicator

2015

2016

2017

2018

Total early stage entrepreneurial activity

3.5

4.8

3.7

6.0

Established business ownership rate

5.4

6.2

6.5

8.4

Opportunity-driven entrepreneurial activity

29.0

35.0

28.5

27.5

High Job Creation Expectation Rate

7.3

13.4

9.4

2.5

Source: https://www.gemconsortium.org

Bulgaria performs well below the EU average in total early stage entrepreneurial activity in the period
2015-201874. Though in 2018 the total early stage entrepreneurial activity rate in Bulgaria reaches its
highest annual rate for the period (6.0%), it is still below the EU average (7.64%)75
In the same period, the indicator ‘Established business ownership rate’ exhibits a steady increase and its
scores exceed regularly the EU average. In 2018 established business ownership rate is 8.4%, which is
1.5% above the EU average76.
The opportunity-driven entrepreneurial performance is one of the lowest in EU for the period 2015201877. The rate of the opportunity-driven entrepreneurial activity has been declining since 2016 and in
2018 it reaches its lowest annual value (27.5%) for the period 2015-201878. In 2018, a significant part of
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the total early stage entrepreneurial activity in Bulgaria has some or strong indication of family-based
entrepreneurship79.
In 2016, the self-employment rate in Bulgaria is 10.8%, which is below the EU average (14.0%) 80.
However, the country is among the EU member states with a relatively large number of self-employed per
billion of GDP.81 The share of self-employment with 0 employees is more than 67 % of total selfemployment in Bulgaria in 2016. The self-employment rate of females (7.8%) is lower than that of males
(13.5%), which indicates that a large proportion of working females preferred paid employment to selfemployment. Hence, there is unexploited potential for female self-employment. The majority of the selfemployed in Bulgaria in 2016 had upper secondary and postsecondary non-tertiary education levels.
Bulgaria experienced decreases in self-employment levels in both the pre-crisis (2000-2007) and postcrisis periods (2009-2016). This reveals a steady relative increase in the preferences of working
individuals for paid employment.
The economic impact of TEA in Bulgaria seems to be relatively limited. The indicator ‘High Job Creation
Expectation Rate’ measures the percentage of enterprises involved in total early stage entrepreneurial
activity, which expect to create six or more jobs in the next 5 years. The rate has decreased from 13.4%
in 2016 to 2.5% in 2018 and now is the lowest in the EU82.This could stem from a lack of qualified labour
or may reflect preferences for operating as a part of a value network or using flexible short-term
contracts83. In 2018, 72.2% of enterprises involved in total early stage entrepreneurial activity do not
expect to create new jobs in the next 5 years, while only 14.9% of TEA is innovative, i.e. their product or
service is new to some or all customers and is offered by few or no other competitors. Only 7.4% of
Bulgarian early-stage entrepreneurs are involved in internationalisation, i.e. generate at least 25% of their
sales from customers outside their economies. In 2018, almost half of the TEA is concentrated in
wholesale/retail trade (47.4%), which is significantly higher than in most other European countries 84.
Other sectors with high TEA include agriculture (11.6%); health, education, government and social
services (11.0%); and manufacturing (9.3%) 85.
Environment for entrepreneurship and entrepreneurship support
Environment for entrepreneurship refers to “a combination of factors that play a role in the development
of entrepreneurship” including overall economic, sociocultural, political and other factors that influence
willingness and ability for entrepreneurship as well as support programs that facilitate the entrepreneurial
process86.
According to the National Entrepreneurship Context Index (NECI 87 in 2018 Bulgaria has overall NECI
score of 4.7 of 10 and ranks 14th among 18 EU countries and 36th among 54 countries participating in
the GEM.88
Bulgaria scores low on the following components of the NECI: government policy: support and
relevance; government entrepreneurship programs, entrepreneurial education at post-school
stage, cultural and social norms, R&D transfer, and internal market dynamics. The components
of the NECI with the best performance for Bulgaria are physical infrastructure and entrepreneurial
finance.
It is still more difficult to do business in Bulgaria than in most EU member states. The country dropped
with 2 positions to 61st place among 190 economies in Doing Business 2020 annual ranking of the World
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Bank89. Bulgaria’s rank for starting a business is 113 in Doing Business 2020, while in Doing Business
2019 it was 99.
Regulations for doing business related to getting electricity, starting a business, paying taxes, registering
property, trading across borders and resolving insolvency need to be improved significantly (Table 22).Table
22 Doing business in Bulgaria90

It takes 23 days on average and the completion of 7 procedures to start a business in Bulgaria.
Indicators ranked above the average
EU regional rank

Rank

Indicators ranked below the average
EU regional rank

Rank

Protecting minority investors

25

Trading across borders

21

Enforcing contracts

42

Resolving Insolvency

61

Dealing with construction premises

43

Registering property

66

Getting credit

67

Paying taxes

97

Starting a business

113

Getting electricity

151

Source: World Bank

Entrepreneurship and Scale-up Indices (ESIS) provide a tool to monitor and benchmark EU Member
States in relation to framework conditions for creation and growth of enterprises 91. Based on the ScaleUp Index , Bulgaria is positioned in the group of EU countries with fair framework conditions for the
growth of enterprises with Scale-up index scores well below the EU average. Bulgaria and other
countries in this group face significant challenges in creating a business context which enhances the
growth potential of firms. 92 The countries in this group lag in market conditions, access to human capital,
culture and institutions, creation of knowledge and networking. Based on the Entrepreneurship Index,
Bulgaria belongs to the group of countries with good framework conditions with Entrepreneurship index
scores below the EU average. Countries in this group exhibit low levels of entrepreneurial culture and
weak investments and intellectual property rights initiatives to support knowledge creation.
Entrepreneurial ecosystem is ‘a set of independent actors and factors coordinated in such a way that they
enable productive entrepreneurship within a particular territory’ 93. Entrepreneurial ecosystems represent
a crucial element of the environment for entrepreneurship as they facilitate not only the creation of
innovative, productive, and growth-oriented new firms, but also total factor productivity through the trialand-error allocation of resources94. Entrepreneurial ecosystems consist of six generic domains (policy,
culture, finance, markets, human capital, supports)95 comprising numerous elements ‘interacting in highly
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complex and idiosyncratic ways’96. Entrepreneurs play a key role for building and sustaining the
entrepreneurial ecosystem97.
Although the Bulgarian entrepreneurial ecosystem is thriving rapidly in the past decade 98, none of the top
30 start-up ecosystems identified by Startup Genome is located in Bulgaria 99. The Bulgarian
entrepreneurial ecosystem is very unevenly developed in different regions. Entrepreneurial ecosystem
policy is needed in Bulgaria that is closely coordinated with the smart specialisation policy100. Such policy
must consider the functioning of the Bulgarian entrepreneurial ecosystems at regional level and must
engage actively ecosystem stakeholders 101. Strategies for enabling entrepreneurial ecosystems in
Bulgaria may include: avoiding various forms of regulatory complexity and reviewing excessively
restrictive licensing requirements; mapping the ecosystem; and engaging entrepreneurs and their
representative organisations.
Business incubators and co-working spaces are important elements of the entrepreneurial ecosystem.
Business incubators offer support to entrepreneurs for business creation and development and may
contribute to strengthening local entrepreneurial ecosystems and to local business development. 102 The
business incubation process involves three stages: 103
Pre-incubation relates to various activities supporting the development of business ideas, business
models and business plans by potential entrepreneurs.
Incubation covers services supporting entrepreneurs from business creation to business expansion
such as coaching, mentoring and training, access to finance, hosting services, networking
opportunities, etc.
Post-incubation includes activities aimed at supporting matured businesses leaving the incubator
including support for internationalisation, innovation, clustering, business development, etc.
Science and technology parks provide similar services as business incubators, but they focus mainly on
support for applied research over business development. 104
Co-working spaces are a relatively new form of business support, which provide a (temporary)
workspace, facilitate networking, and may organise workshops and training. 105
There are more than 95 business incubators and co-working spaces in Bulgaria, concentrated
predominantly in Sofia, Plovdiv and Varna. Most of the incubators have been established with the
financial support of various European programs and other international initiatives. The operation of the
business incubators in Bulgaria is associated with diverse problems 106. Many business incubators have
terminated their activities during the last two decades mainly due to low quality of provided services,
weaknesses in the portfolio of provided services, lack of financial resources, weak management, etc. 107
Some of the existing incubators also exhibit weaknesses in the portfolio of provided services, such as
lack of coaching and mentoring, facilitation of the access to finance and access to networks. In many
cases the incubation process does not include comprehensive research and analysis of the incubation
needs and is characterized by the lack of significant relationship between the provided incubation
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services and enterprise goals and lack of detailed tailor-made incubation program108. The networks of
existing incubators rarely include universities and other research organisations. There is a lack of transfer
of best practices from other countries with more experience in business incubation 109.
In contrast to business incubators, the co-working spaces in Bulgaria exhibit rapid and promising
development during the last years. According to the European Coworking Hotspot Index by
Cushman&Wakefield, Bulgaria ranks 19 in Europe by the stock of coworking spaces which account for
around 2% of all the office space in Sofia110. The great majority of co-working spaces in Bulgaria are
private initiatives of local companies. They not only offer workspace, but also host special events and
even provide various services such as free consultation with an accountant or a lawyer in order to
become competitive. Bulgarian co-working spaces play a key role for stimulating entrepreneurial culture
and boosting entrepreneurial ecosystem, especially in smaller Bulgarian towns. Some of the most
successful co-working spaces include Puzl CowOrKing, Betahaus, Work&Share, and CampusX.
Sofia Tech Park is the largest science and technology park in Bulgaria. It includes a laboratory complex
with 11 laboratories; venue for events in the field of science, technology and education; permanent
exposition; incubator hosting 14 start-ups and 7 developed companies, and co-working space.111 From its
opening until now, the laboratory complex has been used by more than 50 SMEs 112.
Few Bulgarian business incubators and co-working spaces are part of and are located within Bulgarian
universities and research organisations.
Other participants in the Bulgarian entrepreneurial ecosystem actively involved in its development include
various associations such as the Bulgarian Startup Association (BESCO) and the Association of
Bulgarian Leaders and Entrepreneurs (ABLE), pre-accelerators (i.e. Start-It-Smart) and accelerators,
venture capital funds and other investors, NGOs, agencies and centers for entrepreneurship and SME
support, industrial zones and clusters, etc.
Since 2008, various policy measures addressing SBA recommendations related to entrepreneurship as a
policy dimension have been implemented. Most policy measures belong to the three areas for immediate
intervention included in the Entrepreneurship 2020 Bulgaria Action Plan:
Entrepreneurial education and training to support growth and business development of new
enterprises.
Creating conductive environment for growth and development of enterprises
Role models and reaching specific groups.
Despite these policy efforts, in 2018 the average expert ratings for government policies for
entrepreneurship and government entrepreneurship programs in Bulgaria are below the EU average.
The role of the smart specialisation policy
Smart Specialisation Strategy has yet a little effect on the entrepreneurship ecosystem because of the
short period of its effective implementation and the resources invested by now. The implementation of
Smart Specialisation Strategy contributes to the progress in Bulgaria's indicators towards improving the
innovation potential of the country with a clear increase in employment in fast-growing enterprises in
innovative sectors, industrial design and trademark applications. According to the European Innovation
Scoreboard for 2019, the weakest performance in Bulgaria is recorded by the innovation dimensions
'funding' and 'support', 'research systems' and 'innovators'. The results for "public R&D expenditure",
"most cited publications" and "lifelong learning" are the lowest. The country should continue its efforts to
achieve high employment performance in emerging industries from innovative sectors, as well as in
relation to industrial design and trademark applications from the innovative dimension of intellectual
property. Measures need to be taken to increase public R&D spending and improve the values of the
most cited publications and lifelong learning indicators.
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Operational programs and national funding make a significant contribution towards the goals set under
the Innovation Strategy for Smart Specialisation. However, implementation of ISSS 'strategic and
operational objectives is still characterized by slow progress. Some indicators are still poorly implemented
and some of them are down compared to 2011. As a result, Bulgaria's gap to the group of countries that
are in the category of "moderate innovators", although narrowing, still remains significant (in 2019 by
about 10 points below the minimum values of the group of countries belonging to moderate
innovators)113. This is also due to the extremely large disparities in innovation activity and innovation
potential across the different regions of the country114. As of 2019, four out of the six regions in Bulgaria
are declining in their Innovation Index values compared to 2011. Growth is only present in the
Southwestern (2.5 p.p) and North Central (1 p.p) regions.
A key factor influencing the pace of progress is the volume of ESIF investment and national funding. At
present, the allocated funds for innovation cannot yet reach such accumulation, which will lead to a step
change in innovation activity. Moreover, part of the investments financed with European funds will be
made in the coming years due to the fact that the process of contracting and spending is still under
development.
At the same time, it should be noted that the effect of the investments underway and those that are yet to
be realized is still not visible. Therefore, with a slightly longer implementation horizon (until the end of
2023) more tangible results in innovation activity can be expected.
Another important factor that can influence the innovation activity of enterprises is the positive economic
situation and economic growth, which have characterized the development of the country over the past
few years. It is the accumulation of various factors and the accumulation of investment resources for
innovation from different sources that can lead to an increase in the innovation potential and growth in the
innovation activity of the enterprises in Bulgaria. The acceleration of these processes will depend on the
allocation of financial resources and the quality of the investments made in innovation, including by
increasing the funds for innovation and widening the scope of investments.
Entrepreneurship education
Entrepreneurship education provides entrepreneurial skills, knowledge and attitudes and leads to the
development of entrepreneurial mindset.115 Empirical evidence suggests that entrepreneurial education
has a positive effect on entrepreneurial attitudes and intentions of Bulgarian students116.
Bulgaria has adopted the European Key Competence definition of entrepreneurship but has not
implemented yet a specific national strategy for entrepreneurship education. However, it was
acknowledged that the adoption of national strategy for entrepreneurship education is “a more coherent
and comprehensive approach to supporting entrepreneurship education” than other types of strategy that
may include explicit reference to entrepreneurial learning117.
Since 2016 the Ministry of Education and Science has introduced the subject ‘Technology and
Entrepreneurship’ in the structure of general education in the primary education level (I-IV grade), lower
secondary education level (V-VII grade) and first stage of secondary education level (VIII-X grade). Since
2018 the subject ‘Entrepreneurship’ was introduced in the structure of vocational education (VIII grade).
Comprehensive information about entrepreneurship education at university level in Bulgaria is not
available. In 2017 students in 193 disciplines received entrepreneurship education and 221 curricula were
updated in Bulgarian universities118. In 2018 16 Entrepreneurship Centres started operating at Bulgarian
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universities119. However, not all students have access to entrepreneurship education, especially in STEM
fields. Bulgarian students should receive an introduction to entrepreneurship and self-employment as part
of career guidance and the opportunity to choose at least one entrepreneurship course during their
studies120. Despite the steady development of entrepreneurship education in Bulgaria, the National Expert
Survey within the GEM study indicates scores below the EU average with regard to entrepreneurship
education at basic school and at post-secondary level in the period 2015-2018121.
Bulgarian universities should play a greater role in providing entrepreneurship education ensuring high
quality of entrepreneurship teaching and learning and strong network support. Entrepreneurship
education may have greater impact on entrepreneurial attitudes, intentions and behaviour when it is a
part of an “entrepreneurial university”. However, Bulgarian higher education institutions exhibit narrow
understanding of the concept of innovative and entrepreneurial university 122. Entrepreneurship promotion
is not a strategic goal for Bulgarian higher education institutions and they have been rarely linked with the
entrepreneurial ecosystem in the country123. A positive step to the transformation of Bulgarian universities
into entrepreneurial universities is the recent regulation granting the possibility to state universities to
create spin-off companies. Major barriers to that transformation include the lack of appropriate
organisational structure and governance, appropriate legislation, links with business, strategic vision,
entrepreneurial culture, resources, appropriate rewards, funding and experience 124.
Industrial clusterisation
Defining industrial clusters
Undoubtedly, industrial clusters play significant role for the development of entrepreneurship125. In the
end of the 20th century Michael Porter was the researcher who popularized and publicized the term
cluster.126 Subsequently, he has outlined the specific characteristics that shape the cluster as an effective
form for the spatial organisation of industrial activities.127 In this concept, the cluster is seen as a specific
spatial industrial organisation based on two fundamental principles:
1. the relationship between actors in terms of geographical proximity, mutual complementarity and
confidence building;
2. the existence of both competitive and cooperative interactions between co-localized (localized in the
same region) companies.

119

Ministry of Economy (2019), Implementation Report on the Entrepreneurship Action Plan 2020 - Bulgaria for 2018. Sofia:
Ministry of Economy.
120
European Commission, 2008. Entrepreneurship in higher education, especially within non-business studies. Brussels: European
Commission.
121
Official Website of GEM - Global Entrepreneurship Monitor. 2020. [online] Available at: <https://www.gemconsortium.org>
122
OECD, 2015. Country-Level Review Bulgaria. HEInnovate Reviews: Universities, Entrepreneurship and Local Development.
Promoting Innovation and Entrepreneurial Mind-Sets Through Higher Education. OECD.
123
Ibid.
124
Yordanova, D., Filipe, J. A., 2019. Towards Entrepreneurial Universities: Barriers, Facilitators, and Best Practices in Bulgarian
and Portuguese Universities. International Journal of Economics & Business Administration (IJEBA), 7(4), pp. 213-227.
125
Executive Agency for Small and Medium-sized Enterprises (European Commission), 2019. Smart Guide to Entrepreneurship
Support through Clusters. Luxembourg: Publications Office of the European Union.
126
Porter, 1990. Later, he made numerous additions and changes in his subsequent publications (Porter, 1995, 1998a, 1998b,
1998c, 2000). He made an indisputable contribution to the development of Clusterisation in the EU, where his outcomes serve as a
basis for building successfully functioning industrial clusters. Porter was also the first to do a thorough study of clustering processes
in different countries, including Europe. In his first developments on the subject, Porter gave a very general definition of cluster:
“geographical concentration of interrelated companies, specialised suppliers, service providers, business operating in similar
sectors as well as related institutions (like universities normalization organisations and institutes as well as branch associations). In
certain fields, these organisations collaborate and compete as well.” (Porter 1990, p.273).
127
Porter 1998, p. 78: “…geographic concentration of interconnected companies and institutions in a particular field. Clusters
encompass an array of linked industries and other entities important to competition. They include, for example suppliers of
specialised inputs such as components, machinery, and services, and providers of specialised infrastructure. Clusters also often
extend downstream to channels and customers and literally to manufacturers of industries related by skills, technologies, or
common inputs. Finally, many clusters include governmental and other institutions – such as universities, standards-setting
agencies, think tanks, vocational training providers, and trade associations – that provide specialised training, education, research,
and technical support.”

58
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

The combination of these two dimensions makes the enterprises and industries involved in one cluster
more competitive (compared to those operating in other organisational conditions). 128
This definition is widely recognized by many scholars as well as national and regional politicians. Despite
the fact that most of Porters’ assertions about the alleged direct links between industrial clustering and
competitiveness are generally not substantiated, either theoretically or empirically 129, the way the concept
of a cluster is presented could raise various questions and outline a number of analytical challenges.
Areas of cluster activities
Cluster activities can be divided into seven separate areas as presented below 130.
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Table 23 Areas of cluster activities
Area

Description

1

Networking

Networking activities involve the formal and informal gathering of
information within the whole network organisation. Sharing information is
done through meetings of cluster members’ representatives, information
platforms such as websites, common newsletters and magazines etc.,
joint seminars, workshops and short courses for all enterprises and
organisations within the structure. Also contacts with actors outside the
cluster, for example suppliers, customers, fund providers research and
educational institutions, as well as other entities are taken into
consideration. Network activities stimulate the exchange of knowledge,
experience and good practices among cluster members. This process
enables them to learn from each other, to build up trust and
communication, as well as to create links inside and outside the cluster.

Human resources

Within the area of human resources, industrial clusters focus on
increasing skills and qualifications of their members. These activities
include education and training (the exchange of knowledge and
experience), organisation of seminars, workshops and conferences, cooperation with educational institutions, etc.

Research and
innovations

Research and innovation activities, facilitating improvements in production
processes and enhancing technology development, constitute an
inseparable element of cluster activities. They are focused on common
research and development, co-operation with research institutions,
implementation of innovative projects (regarding production processes,
products etc.).

4

Business co-operation
and promotion

Business co-operation and promotion activities also play a crucial role in
the development of industrial clusters. Regarding the business cooperation area, all members focus their attention on joint purchasing,
sharing production, and logistics management. In the area of promotion,
they focus on marketing research, joint participation in international fairs
and exhibitions, joint catalogues of products and services, logos, trade
names, and joint advertisements.

5

Financing investment
plans

In the area of financing investment plans, clusters focus their activities on
joint investments in the infrastructure, trying to obtain appropriate and
sufficient financial resources.

6

A further important area of co-operation involves activities, connected to
Governmental / political
lobbying and influencing the policy sphere, for example lobbying in favour
area (lobbying)
of the infrastructure, for more favourable legal regulations or for subsidies.

7

Supporting activities

2

3

Industrial clusters are also accompanied by support activities such as
cooperation in the preparation and management of projects,
benchmarking and other services.

Source: Based on Sölvell, Lindqvist and Ketels (2003)

Due to the specific characteristics of each separate cluster, some effects of joint activities will be visible
earlier and others are expected to become visible in subsequent stages of the cluster development. As
the collaboration results are observed over a period of several years, there is risk that interest in common
initiatives is lost from the side of participants, who may be tired of waiting for the associated benefits.
The development of industrial clusters may be influenced both by external and internal factors. The
external factors, affecting the development of individual entities, include the framework conditions at the
macroeconomic level, public policies, national and regional strategies, legal regulations, etc. There are
also internal factors with the micro cluster perspective shaping the conditions for the functioning of
individual clusters. They are influenced by the nature of these clusters, their structure, governance, set
targets, etc.
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Even though each cluster is unique, there are several features, which can be identified and distinguished
as common factors, characterizing a successful cluster. Among these are: “soft” characteristics such as a
network and “hard” characteristics such as a physical infrastructure, the presence of large enterprises in
the cluster, some intangible aspects such as the existence of an entrepreneurial culture in the cluster,
etc. There are also other factors such as access to markets, financing or specialised services.
The main criteria for evaluation of clusters131 also play a significant role for their successful development.
They can be set in the following order: contribution to the creation of GDP (Gross Domestic Product);
participation in the export of relevant industries in the region, country (power of the cluster); creation of
jobs (a number of stars given to the cluster, as clusters with less than 1000 workers do not obtain any
stars); innovations. Based on these criteria and the critical literature review, the following factors are
distinguished as extremely important and critical for the successful development of clusters: 132
mutual confidence of
cluster members;

mutual communication
amongst companies;

personality of the
cluster manager;

professionalism of the
cluster manager;

access for enterprises
to information;

presence of a
dominant company in
the cluster;

presence of a
multinational company
in the cluster;

education of human
resources;

co-operation with
educational
institutions;

joint co-operation with
a research institution;

innovative technology;

the cluster covers
entire or most of the
value chain;

strong entrepreneurial
spirit of companies;

competition rivalry
amongst companies;

access to finances;

subsidies from the
government during
mapping and
formation of the
cluster;

subsidies from the
government during
growth of the cluster;

access to support
services;

developed
infrastructure;

monitoring of
productivity of
enterprises in the
cluster;

benchmarking;

lobbying in favour of
infrastructure,
legislation, subsidies,
etc.

Cluster practices in Bulgaria
Formal institutionalisation of the first industrial clusters in Bulgaria emerged by a decision of the Council
of Ministers in 2004. Four key directions have been identified to carry out the creation of such
organisational networks, aimed to increase the growth and competitiveness of Bulgarian SMEs, namely:
attracting foreign investments locally; supporting export-oriented clusters; organising the work of
regional state bodies with regards to creating favourable conditions for clustering development;
setting up specialised training and qualification programs; establishing regional cluster technological
support centres; dissemination of specific information; improving regional infrastructure;
establishing up-to-date regulatory standards; increasing the predictability of the business
environment; promoting innovative behaviour; sponsoring the independent grading and certification of
cluster products;
parallel developing and supporting cluster industries - conducting policies, oriented towards joining
new enterprises to the cluster - suppliers or affiliates of related industries.

Bankova, A., 2013. Управление на организациите и организационните мрежи, Sofia: University publishing “St. Kliment
Ohridski”.
132
Bialic-Davendra, M. L., Pavelková, D., & Jirčíková, E., 2014. The Clusters Phenomenon in the Selected Central European
Countries. Newcastle-upon-Tyne: Cambridge Scholars Publishing.
131
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The first strategy for developing industrial Clusterisation in Bulgaria was implemented with the support of
the PHARE program in the period before the country's accession to the EU 133. This initiative was aimed
at providing support and enhancing the competitiveness of the Bulgarian economy. The main objective of
the strategy was to carry out a detailed analysis of the cluster approach development potential in different
industrial sectors and sub-sectors. It was divided into two stages, namely:
“Introducing cluster approach and establishing a pilot cluster model “
“Cluster development initiatives“
The Bulgarian governing body at that time was the PHARE Executive Agency, part of the Ministry of
Economy, Energy and Tourism.
During the first phase, nine clusters were created with strong potential for future development. After
detailed selection, two of them were supported. They were operating in two industrial sectors: furniture
production (Troyan) and tourism (the Rhodopes region).
The second stage of the strategy implementation was entirely based on the results achieved in the first
stage. A budget of EUR 2.4 million was planned to support various cluster initiatives related to improving
competitiveness of SMEs. In this part, the project was in line with the objectives of the Innovation strategy
of the Republic of Bulgaria for the creation of industrial clusters (measure 6), the National strategy for
regional development 2005-2015, as well as the National strategy for promoting SMEs.
Another important source of financial support for the development of the cluster approach in Bulgaria
used to be the "Competitiveness" Operational Program. Due to the heterogeneous nature of individual
clusters, the program provided funding for both cluster-wide activities and initiatives related to individual
members of the network.
For the period 2014-2020 the “Innovation and Competitiveness Program” (OPIC) has been supporting
various cluster initiatives by means of different measures, including procedure BG16RFOP002-1.016
"Development of innovation clusters"134:
The main purpose of the procedure is to support the promotion of cluster innovations through
facilities sharing, exchanging knowledge and experience, effective contribution and knowledge
transfer, building specific networks of interconnected actors (but still remaining competitors) in
the market, disseminating information and cooperation amongst enterprises and other
organisations in the cluster.
In 2009 the Association of Business Clusters (ABC) was created, which seemed to be a „major Bulgarian
platform for cluster interactions, information sharing and networking“.135 The main purpose of the
association was to protect the interests of the clusters, to stimulate and enhance the development of the
cluster approach, as well as to actively participate in the creation and subsequent amendments of
existing cluster policies in Bulgaria.
The results of the cluster approach introduction to Bulgaria in 2004 indicate confirmation of positive
tendencies towards implementation and successful adaptation of such organisational networks in the
Bulgarian economy136. The Clusterisation processes can be identified as a key element of the strategy for
the future development of the national economy. Despite their relatively short existence, many clusters

“Business and science” – National Bulletin 2013.
OPIC. 2020. BG16RFOP002-1.016 „Развитие На Иновационни Клъстери“. [online] Available at:
<https://opic.bg/procedure/bg16rfop002-1016-razvitie-na-inovatsionni-klsteri>.
135
Abclusters Website. 2020. [online] Available at: <https://abclusters.org>.
136
See Appendix
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create competitive advantages to their members, generate innovative potential and support all entities in
enhancing their capability to create innovations with respect to relevant products and processes 137:
…76.9% of the dispersion of innovation capability is due to the participation of companies in
industrial clusters. Respectively, only 23.1% (uncertainty ratio) of the dispersion of innovation
capability is due to other factors that may have an impact but are not included in the analysis.
At the same time, the innovation capability of business organisations that participate in industrial clusters
is higher than that of non-participating ones138.
However, there is still a number of unresolved issues. A clear example is the lack of a single register of
industrial clusters. This creates preconditions for speculations and ambiguous interpretations, as a huge
number of clusters has been observed within a relatively short period of time 139:
…in Bulgaria there are over 260-270 clusters. For comparison, in Romania there are 50, in
Germany - 80 "
Most of them lack information on their actual functioning140. The list of actual clusters is much shorter.
Table 24 Identified most active industrial clusters in Bulgaria
Industrial cluster
(year of establishment)

Region

Basic Information

Automotive Cluster Bulgaria
(2012)

South-Central

The Automotive Cluster Bulgaria (ACB), is an
organisation, which represents the interests of automotive
manufacturers, suppliers and organisations providing
services for the automotive industry. Its objective is to
foster synergies between the cluster members and to
support their business growth and competitiveness. This
is achieved through participation in international joint
projects, case studies and professional automotive
qualification programs.

Bulgarian Furniture Cluster
(2009)

North-Central

Bulgarian Furniture Cluster has been found in response
to the need of the Bulgarian furniture industry to establish
its own image and vision in the international markets.
Members of the cluster are furniture producers, design
studios and educational institutions that have decided to
join their resources, capabilities and potential with the
purpose to increase their competitiveness on the foreign
markets.

ICT Cluster Burgas
(2016)

South -Eastern

ICT Cluster – Burgas is working to promote, support and
develop cooperation among all businesses, schools and
governmental institutions in the field of information and
communication technologies, to create favourable
conditions for their development, to enhance their
competitiveness at national and international level.

ICT Cluster Plovdiv
(2012)

South-Central

The cluster is promoting, supporting and developing
cooperation between all companies, educational and
governmental institutions in the field of information and
communication technologies in order to create conditions

Angelov. I, 2017. Участие в индустриални клъстери и иновационна способност на организациите. Сборник с доклади от
Международна конференция – Икономически и управленски политики и предизвикателства – Към индустрия 4.0:
Технология или идеология, проведена на 29 – 30 септември 2017 г.
138
Angelov, I., 2020. Ниво на иновационна способност на организациите от сектор ИКТ съобразно участието им в
индустриални клъстери. Стратегии на образователната и научната политика, AzBuki National Publishing House. (предстоящо
публикуване)
139
Bloombergtv.bg. 2020. Бизнес Клъстърите – Инструмент За Повишаване На Иновациите И Растежа. [online] Available
at: <https://www.bloombergtv.bg/svetat-e-biznes/2016-10-10/biznes-klastarite-instrument-za-povishavane-na-inovatsiite-irastezha>.
140
The number of actually functioning clusters according to unofficial data by 2020 is approximately 35 - 40 as 17 of them are
members of the Association of Business Clusters
137
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for their development, enhancing their competitive
advantages on both national and international level.
Srednogorie IC
(2005)

South-Central

The cluster activities aim not only at the business growth
of its members but also at the overall prosperity
concerning the human capital and economy of the
Srednogorie region. All this is achieved through active
partnership of all stakeholders.

Green Synergy Cluster
(2011)

South-Central

Green Synergy Cluster unites and coordinates the
knowledge and experience of companies and
organisations developing and promoting renewable
energy sources, environmental protection, conservation
of natural resources, utilisation of RES energy, innovation
implementation, and the advanced scientific
achievements in the search for sustainable solutions for
the development of “green industry” and “green projects”.
The cluster includes enterprises involved in the
preparation and implementation of “green” and RES
projects, non-governmental organisations and
educational institutions.

Green Transport Cluster
(2011)

South-Western

Green Transport Cluster is an association of legal and
natural specialists, established in the city of Sofia. The
activity is aimed exclusively at uniting the efforts for
development of intermodal freight and passenger
transport in Bulgaria.

Cluster Mechatronics and
Automation
(2006)

South-Western

The cluster creates conditions for mutually beneficial
relations between its members, built on mutual trust and
benefits of using shared resources. This approach
provides opportunities to increase competitiveness in the
fields of mechanics, electronics and informatics. It also
aims at the development and implementation, service of
mechatronic products in the industrial production.

Nano Academy Cluster
(2015)

South-Western

The cluster for development and training of dentists
covers specialised enterprises and specialists from
different fields of a dental practice, laboratories, software
companies, scientific institutes, and universities, with the
aim of exchanging experience, sharing know-how,
introducing new treatment methods, and ensuring the use
of modern high-tech equipment.

Marine Cluster Bulgaria
(n.a.)

North-Eastern

Marine cluster Bulgaria consolidates the efforts of all
sectors of the maritime economy in Bulgaria. The cluster
works towards the creation of favorable conditions for
development and enhancement of the competitiveness of
the blue economy as well as for its promotion at national
and international level.
Members of the cluster are SMEs, NGOs, educational
institutions, research and development organisations with
activities in various areas of the maritime industry
Marine cluster Bulgaria is a full member of the European
Network of Maritime Clusters and the Association of
Business Clusters in Bulgaria.

Cluster Trakia
(n.a.)

South-Central

Cluster Trakia is an education and qualification hub,
which works actively for the professional qualification and
growing up of human potential in the Plovdiv region. In
collaboration with the business and the state, municipal
and private educational institutions Cluster Trakia
supports and accelerates the development of the whole
ecosystem for education and professional qualification of
specialists in the sphere of high technologies.

Horizontally integrated
Technologies and Systems
(n.a.)

South-Western

The main cluster activities are focused on contemporary
technologies, including the development of innovative,
cloud-based products.
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Health Tourism Cluster
(2019)

South-Western

Black Sea Energy Cluster –
BSEC
(2011)

North-Eastern

BSEC studies, initiates and develops projects, normative
acts and standards, offers project management,
consultancy and programs in the field of energy efficiency
and ecology, implementation of environmentally proven
energy technologies, energy audits of buildings, training,
publication and dissemination of information materials on
the energy sector.
BSEC collaborates with its members in implementing
research achievements and collaborative work with
universities, institutes and businesses, and introducing
innovation and energy-saving technologies.

Health Regions Cluster
(n.a.)

South-Western

The cluster activities are focused on the qualification of
medical specialists and quality improvement of the
medical services. The latter is achieved through
introduction and implementation of innovations in the field
of healthcare and the healthcare products’ research
sector. Another objectives of the cluster are to contribute
to the: technological modernisation of hospitals and the
manufacturing enterprises in the healthcare sector;
development of health tourism; and formation of health
policies with balance of interests.

Veritas Consulting Cluster
(2013)

South-Western

Consulting Cluster Veritas specialises in the field of
business consultancy. It covers consultancy and
enterprises in different sectors, aiming to develop the
market niche and create opportunities for stabilisation of
the consulting business sector in Bulgaria. Targets on the
mutual exchange of materials, raw materials, use of cluster
information and technology resources.

Electric Vehicles Industrial
Cluster – EVIC
(2014)

South-Western

Electric Vehicle Industrial Cluster was founded by seven
Bulgarian enterprises and is the first organisation in
Bulgaria Industrial Association for electric mobility.
EVIC is a national sector organisation for electric mobility.
It brings together its members for industrial, technological
and business development, strategic developments,
legislative changes, higher and vocational education and
training, standardisation connection with central and local
authorities, and others.

ICT Cluster Sofia
(2005)

South-Western

The cluster was established by representatives of the
Bulgarian ICT business. Acting as an umbrella
organisation of Bulgaria ICT Industry, ICT Cluster has 10
members (ICT associations and ICT clusters), which
includes more than 280 ICT SMEs from different
segments of the ICT Industry and 6 Bulgarian technical
universities.
The cluster activities aim at higher competitiveness of
Bulgarian ICT industry.

The cluster aims at establishing a network of leading
professionals who are involved in providing medical,
dental and aesthetic services for patients outside the
borders of Bulgaria. The mission of the cluster is to attract
patients from abroad and provide them with the care they
need and desire.

Source: Clusters' websites
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Figure 18 Mapping of main active clusters in Bulgaria
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The insufficient transparency and general lack of data regarding the functioning of Bulgarian clusters
raises reasonable doubts regarding their purpose and rationale, which in some cases could be solely
related to the absorption of European funds. Thus, accurate and timely identification of current problems,
as well as finding subsequent appropriate solutions, will support the creation of conducive conditions for
further development of industrial clusterisation in Bulgaria.
Finally yet importantly, both existence of a supporting policy and a stable microeconomic environment are
very important. Lobbying in favour of legislation, subsidies, infrastructure development, etc. is of extreme
importance. In this respect, national policy makers must take into consideration number of issues,
including:
Undertaking economic measures, aimed at removing barriers for fair competition;
Supporting activities by public authorities for the development of science and new technologies;
Ensuring predictability in decision-making of public authorities;
Decentralising the decision-making process by the regional authorities;
Encouraging investments for improving transportation as well as technical infrastructure;
Creating investment incentive programmes; trust among business and official representatives at
national and regional levels, etc.
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Factors for successful development of industrial clusters: the case of industrial Cluster
“Mechatronics and Automation” (CMA)
Each cluster is supposed to possess an initial portfolio of activities prepared. This would bring benefits
to a large number of cluster participants, as well as provide respective risk diversification. In this
regard, the industrial cluster “Mechatronics and Automation” could serve as an instance of a
successfully developed cluster formation in Bulgaria. Being one of the eldest cluster formations, during
the last 15 years, it has gone through all cluster-related development phases. Thus, it is one of the few
clusters in Bulgaria, which is supposed to have reached sufficient maturity. Therefore, it can serve as
an example of significant benefits of clustering of a critical mass of complementary and related
companies, research institutes and educational institutions. Its cluster members are involved
predominantly in innovation activities and high-tech products, which makes the case of high relevance
for the identification of good practices in the area of sustainable clusterisation of interesting for the
policymaking economic activities. The story of this cluster formation presented outlines key factors for
its successful development.
Firstly, there is a mutual confidence of the partnering entities within the cluster.
This is fundamental for its development. The strong formal and informal social networks are
indispensable elements for the well-functioning of the network organisation. Informal relationships and
personal meetings give opportunities for the creation of long lasting communication channels among
the particular actors. The created system for transferring experts from one unit to another additionally
supports this process.
There is an effective cluster facilitator, who is responsible for familiarizing individual cluster
participants, creating links, removing barriers and past conflicts, etc., facilitates the mutual
communication among members. The facilitator addresses potential cluster members individually and
personally. Usually this is done by means of organising public workshops at least twice a year. The
leader/manager of the cluster executes this key role for the whole organisation (a high-qualified
professional in his field with well-developed leadership skills). The leader is supported by two leading
enterprises of the cluster (multinational enterprises with huge resources, high innovative potential,
respected, experienced, with recognition on the world markets, etc.). They constitute a source of
information and expertise (provide a critical mass of experienced managers and qualified workforce),
technology (create conditions for high innovation and technology growth and development), markets
(create customer and supplier base), etc. Therefore, their key participation is generally seen in playing
a catalytic role in various aspects, for example, in disseminating and sharing knowledge and
technologies among other companies, encouraging innovation and inspiring future businesses.
The appropriate selection of the cluster steering group (cluster management) is also a key factor for
the organisation. As each cluster is specific, there are no precise requirements as to what the
composition of the steering group should look like. In this case, CMA includes representatives from all
groups of stakeholders i.e. representatives from the industry (business) sphere, academic field and
non-governmental bodies.
The success results from the high-quality interpersonal relationships and strategic alliances between
cluster members. A crucial part of the CMA development strategy is based on its most valuable asset –
more than 1050 highly qualified specialists in the scientific organisations and manufacturing
enterprises. In cases of big orders or already created business contacts in demand of connected
products exceeding the current capacity of a given company, the cluster activates itself and thus it is
able to respond to the challenges of the market dynamics. This is all possible due to the adopted
innovative system for internal transfer of specialists, elaborated for the purposes of the cluster.
Secondly, the human capital matters.
In CMA, social capital in the form of human resources appears as a vital factor for the development
and performance of the cluster. The education of human resources plays a significant role. The
availability of skilled and dedicated to their respective field professionals within the separate cluster
structures acts as a magnet attracting further potential members (companies). 141 In this context, the
cluster offers specialisation, availability of inputs and subcontractors. The “Institute of Mechanics”, the
“Institute of System Engineering and Robotics”, the “Institute of Information and Communication
Technologies” and the “Faculty of Engineering” act as representatives of universities and research
institutions and at the same time are fundamental sources of human resources. Being essential
partners in the cluster, they serve as generators of knowledge and new technologies. Their quality and
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quantity are critical for the cluster successful development. CMA organises different activities in order
to deepen the existing relations as well as to establish new ones between industry and academia.
Thus, it ensures the creation of favourable conditions for further co-operation. Another aspect of cooperation with these institutions is the innovative (technological) development of the cluster. CMA is
open to innovation activities, as this is important for maintaining its position on the market. At the same
time, a strong research base is fundamental for its future development. Joint R&D activities lead to the
development of new knowledge, which in turn is the basis for the introduction of new technologies and
innovation of products and processes. The cluster members benefit from new opportunities and
technologies, bringing innovation to the market or countering potential risks in an easier way.
Building or strengthening the links within the supply chain among the enterprises in the cluster may
constitute another important factor. In addition, attracting investments and thus increasing the number
of co-operating enterprises or filling the missing gap in the value chain (where the cluster covers the
entire or most of the value chain) may contribute to the successful growth of the cluster.
Thirdly, the access to finance has an important role in cluster formation.
Another important factor that significantly influences the development of CMA is the access to finance.
The method of funding main cluster activities is project financing. It is important to note that scientific
and public institutions – members of the cluster, do not pay any fees. Instead, they provide other nonmaterial support to the implementation of the projects and tasks of the organisation. CMA relies on
subsidies from public resources on national and international level. Established at the end of 2006 by
an initiative committee, including representatives of companies, scientific and non-governmental
organisations, it receives initial support by a grant scheme of the PHARE program “Initiatives for
Clusters’ Development – Phase 2”. It would be however wrong to identify the existence of the network
organisation with the given financial aid, as it was EUR 50 000 only – a relatively small grant (in
comparison with the grants obtained by other clusters presented in the table below).
Table 25 Grants obtained under the PHARE program “Initiatives for Clusters’ Development – Phase 2”
Cluster

Date of
Establishment

Financial Aid
(in thousands Euros)

1

Cluster “VMP design”

Dec 2007

119

2

Cluster “Laser and optics”

Dec 2004

155

3

Cluster “ICT”

2005

52

4

Cluster “Information Resources”

Oct 2007

50

5

Association “Rhodope furniture”

Sept 2006

200

6

Cluster in energy building “Elemon”

Jan 2007

51

7

Cluster “Mechatronics and Automation”

Dec 2006

50

8

“Marine Cluster” Bulgaria”

Apr 2007

104

9

Cluster “South Energy”

Dec 2007

139

10

“Tourist Cluster” Varna

-

80

Source: Executive Agency PHARE program

At present, CMA participates in different programmes funded by the EU. All types of subsidies are
viewed as a form of acceleration or as an increase in the size of the projects, implemented by the
cluster. Nevertheless, available financial resources are not enough to achieve specified goals.
Therefore, alternative methods of funding are needed, like bank loans, venture capital and equity
investors, foreign investments, etc.

141

Based on conducted case study, the following data was obtained: the cluster has involved 150 humiliated scientists or faculty
members, 100 associates with PhD degree, and 800 specialists in its activities.
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Other factors
Access to support services is another significant factor for the development of CMA. It mainly refers to
the new companies, involved in the structure of the organisation to which the cluster provides support
in various areas such as: banking, insurance services, legal service, accounting and tax consultancy,
assistance in obtaining grants, business advice on management, production methods, training,
planning, marketing, etc. Support services carry benefits in terms of the development of the corporate
base, growth of new enterprises, and thus influence the economic development of the cluster. In
addition, the developed infrastructure, i.e. the available communication channels, the technical
infrastructure, etc. are key for the development of CMA. The high quality technical infrastructure leads
to reduction of costs in areas such as transport and production, enables improved access to raw
materials, other materials and skilled workforce. At the same time it improves communication between
two fundamental units – that of the suppliers and that of the customers, and thus carries financial
benefits for all the members of the cluster.
Structure of the CMA and benchmarking of the cluster to other cluster peers is vital for the
development of the organisation. Thus, the cluster will be able to quickly identify reasons for potential
under-performance of its members and undertake necessary steps to resolve issues and ensure its
sustainable development.
However not every initiative would be successful. This is the reason why, at the very beginning it is
necessary to focus on low-risk and quick-return initiatives.142 Representatives from the private sector
(especially SMEs) may lose interest in the initiative and may give up. Correct project identification is
paramount to the initial success and for unifying the management group. Once the initial fewer
intensive activities are over, the cluster’s focus shifts towards long-term and steady projects. This is the
time, where an update of the initial strategic decisions can also be observed.

Main types of entrepreneurship, barriers and determinants, and Bulgarian SMEs
This section presents an overview of selected types of entrepreneurship which correspond to the strategic
context in Bulgaria. The section examines their distinctive characteristics and barriers as well as
opportunities and challenges to their development.
Family entrepreneurship
Family entrepreneurship is one of the main types of entrepreneurship in Bulgaria, which is present in all
sectors of the Bulgarian economy.
The common European definition of a family business by the European Commission (2009) 143 is the
following:
1. The majority of decision-making rights are in the possession of the natural person(s) who
established the firm, or in the possession of the natural person(s) who has/have acquired the
share capital of the firm, or in the possession of their spouses, parents, child, or children’s direct
heirs.
2. The majority of decision-making rights are indirect or direct.
3. At least one representative of the family or kin is formally involved in the governance of the firm.
4. Listed companies meet the definition of family enterprise if the person who established or
acquired the firm (share capital) or their families or descendants possess 25 per cent of the
decision-making rights mandated by their share capital.

Angelov, I. 2017. Strategy for Organisational Development and Innovation Activities of “Cluster Mechatronics and Automation”:
Case Study – Business Administration: Theory and Practice in Bulgaria. Sofia: Sofia University Press.
143
European Commission, 2009. Overview of family-business-relevant issues: research, networks, policy measures and existing
studies. Brussels: European Commission.
142
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This definition is not explicitly adopted in the legislation in Bulgaria 144.
Differences between family and non-family business concern the basic core of the firm 145. The family and
the business are interrelated in the family business. Family businesses are characterized by focus on the
firm’s long-term sustainability, generational changes in ownership and management, dominance of
management from within the family, personal commitment and engagement of family members within the
enterprise, existence of emotional and informal decision making, paternalism and nepotism. In order to
achieve sustainability of the family business, the current generation should allow the next generation to
develop and should provide the necessary support including mentoring, expertise, etc. 146
The National Statistical Institute provides the following data about the economic significance of family
businesses in Bulgaria for reference year 2015147:
The total number of active family enterprises in Bulgaria is 103 thousand, which represents 25.0% of
all active enterprises.
The value added of family businesses in Bulgaria to GDP is 10.5%.
The share of employment in family businesses is 16.2% of the total employment in the country.
In 2015 the persons employed in Bulgarian family businesses are 399 thousand; 31.3% of them are
employed in in sector G - ‘Wholesale and retail trade; repair of motor vehicles and motorcycles’;
27.0% in sector C – ‘Manufacturing’; 7.2% in sector I – ‘Accommodation and food service activities’;
6.8% in sector F – ‘Construction’.
The share of family enterprises of the total turnover of all enterprises in the country is 12.4%.
Family businesses operate in all NACE rev.2 economic sectors. The three sectors with high share of
family enterprises are sector G - ‘Wholesale and retail trade; repair of motor vehicles and motorcycles’
with 40.3%; sector M – ‘Professional, scientific and technical activities’ with 9.3% and C –
‘Manufacturing’ with 8.6%.
The geographical distribution of the family business in Bulgaria on NUTS level 2 is as follows: the
largest share around 33.2%, or 34 thousand enterprises, are located within the South West region of
Bulgaria, where the capital Sofia is located; around 20.0% - in statistical region South Central; and in
South East – 15.1%. The regions with the lowest number of family businesses are North West (9.0%),
North Central (10.0%) and North East (13.0%).
The share of persons employed by the family businesses is highest in statistical region South West
(31.3%), South Central (20.5 %), South East (14.9 %) and lowest in North East (13.3 %), North
Central (11.1%) and North West (8.8%).
The share of active family enterprises with zero employees is the largest population of all active family
enterprises in 2015 (47 thousand family enterprises or 46.0%). 42.0% of family enterprises are in the
“1 - 4 employees” group. The family enterprises in the ‘5 - 9 employees’ and ‘10 or more employees’
groups are the smallest with 6.0% share each. The family businesses from the ‘10 or more
employees’ group have the highest share in terms of employees (64.0%), turnover (68.0%) and
tangible fixed assets (59.0%).
67.7% of active family enterprises are aged 5 or more years. The number of the first-generation family
businesses that are in age size-class ‘0-2 years’ is 20 thousand (20.0%).

However, this definition was adopted by the National Statistical Institute in the project “‘Statistics for family businesses” financed
by the Executive Agency for Small and Medium-sized Enterprises (EASME), under the power delegated by the European
Commission.
145
Austrian Institute for SME Research, 2008. Overview of family business relevant issues. Vienna.
144

146

PwC. (2019). Agents of change: Earning your licence to operate: PwC’s Global NextGen Survey 2019.
PricewaterhouseCoopers.
147
NSI (2017). Final methodological report on the implementation of the action entitled „Statistics for family businesses – SFB_NSI
Bulgaria“. Grant agreement number 692654 – SFB_NSI Bulgaria. Sofia: NSI.

70
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Most Bulgarian family businesses are managed by their founder and a significant part of these
businesses plan to transfer ownership and management control to a successor in the next 5 years 148.
Although more than 30% of the family enterprises report that they plan a business transfer to occur within
the next 10 years, only 17% have developed a succession 149. Some of the reasons for the weakness of
succession planning in Bulgarian family firms are as follows 150:
owners and managers are not aware of the importance of the succession planning for the survival and
continuity of the family business;
owners and managers do not possess enough knowledge and skills for managing the succession
process effectively;
there is lack of consulting services in the field of family business management and succession;
education and training in the field of family business management is rarely provided by Bulgarian
educational institutions.
Crafts
Crafts is a type of entrepreneurship (Figure 17) with long traditions in Bulgaria.
Crafts are recognized as a form of intangible cultural heritage in EU, which needs to be promoted and
preserved151. In European countries, the craft sector is affected negatively by the drastically reduced
market demand, competition with cheap imported products, regression of the workforce, rise in the cost
of raw materials, lack of access to finance, lack of fiscal and governmental incentives to support craft
production and entrepreneurship and an ‘image problem’ 152. The key drivers for the revival of crafts are
the maker movement, digital technology, the transfer of craft skills to other sectors of the economy, and
cultural institutions153.
According to the 2013 BSMEPA SMEs Analysis, 5.1% of SMEs in Bulgaria were registered under the
Skilled Crafts Act and their main activity was concentrated in the following manufacturing industries:
furniture production; wood-pulp production; production of a paper, paste-board and its products; food
production; timber; etc. Most of the registered craftsmen (60%) reported that regulatory regimes and
administrative barriers hamper their activity. Only 48.0% of registered craft enterprises had access to
information concerning EU and national programs supporting business. One in three of the registered
craftsmen and slightly over half of the members of crafts associations had access to international markets
and to potential partners networks.
High-tech entrepreneurship154
Technology entrepreneurship is conceived as “recognising, discovering and even creating
entrepreneurial opportunities from technological developments”155. In particular, high-tech
entrepreneurship is seen as a vehicle for converting new knowledge and technologies into economic
value, which may play a transformative role in the European economy 156. According to Eurostat the
aggregation of the manufacturing industry according to high technological intensity and based on NACE
Rev. 2 at 2-digit level is: high-technology (21, 26) and medium-high-technology (20, 27-30).
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The evidence of a stable level of high-tech established businesses and increasing level of high-tech
early-stage entrepreneurial activity at the same time implies that it is more difficult to sustain a high-tech
business than a low-tech one in the European countries included in the study. 157158 The negative
relationship between the total entrepreneurial activity and high-tech entrepreneurial activity highlights the
need for specific policies for supporting high-tech entrepreneurship in Europe.159 Some of the
determinants of high-tech entrepreneurship in Europe are access to finance, bureaucracy, policy
regimes, entrepreneurship education, intellectual property rights, and technological density 160.
There is a lack of large-scale, representative research on high-tech entrepreneurship in Bulgaria.
High-growth, innovative entrepreneurship161
High-growth, innovative enterprises can generate new employment, foster competitiveness and economic
growth and introduce structural change162. High-growth enterprises exhibit the following characteristics:
Growth rates distributions are heavy-tailed.
Small number of high-growth enterprises create a large share of new jobs.
High-growth enterprises tend to be young but are not necessarily small.
High-growth enterprises are not more common in high-tech industries.
High growth is not to be persistent over time.
Difficult to predict which enterprises are going to grow.
The use of different growth indicators selects a different set of firms.
In the EU, there is evidence of negative correlation between high-growth and innovation at the country
level, which may be explained with countries’ sectoral specialisation. Less innovative enterprises tend to
grow fast in countries of Eastern Europe and the Baltics, including Bulgaria. The negative correlation
between high-growth and innovation observed at the country level reverses at the large sector level
(NACE 1-digit level). Several sectors associated with “knowledge economy” (J - Information and
communication; M – Professional, scientific and technical activities; and P – Education) perform well in
terms of both innovation and high growth.
Innovation performance tends to increase by enterprise size, while high-growth performance tends to
decrease by size class. Enterprises of different size are likely to face different obstacles and opportunities
to both innovation and growth.
There is a lack of large-scale, representative research on high-growth and/or innovation-driven
entrepreneurship in Bulgaria.
Digital entrepreneurship163
Digitalisation plays increasingly important role for entrepreneurship. Digital entrepreneurship is identified
as one of the main types of entrepreneurship presented in various sectors of the Bulgarian economy.
However, there is a lack of large-scale, representative research on digital entrepreneurship in Bulgaria.
Digitalisation impacts entrepreneurial activity in diverse ways164:
Digitalisation is transforming how value is created, delivered, and captured in the economy.
Digitalisation impacts all stakeholders in society, not only new ventures operating in ICT sectors.
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Digital technologies are infrastructural and affect all businesses and industries, albeit in different ways
and at different times.
Digitalisation is transforming both the location and emergence of entrepreneurial opportunities, the
process of entrepreneurial opportunity discovery and pursuit itself, and the processes of new venture
scale-up.
Digitalisation is therefore increasing the importance of contextual factors for entrepreneurship (such
as ‘entrepreneurial framework conditions’ and ‘entrepreneurial ecosystems’) and the entrepreneurial
business model discovery and associated resource allocation dynamics underpinned by these.
These changes challenge traditional, static, top-down, and ‘market’ and ‘system’ failure focused
approaches to SME and entrepreneurship policy, calling for more dynamic, bottom-up, and
ecosystem-level policies that seek to identify and correct ecosystem failures.
The European Index of Digital Entrepreneurship Systems (EIDES) appraises the framework and systemic
conditions for stand-up, start-up, and scale-up activities in the EU-28 countries by disentangling the
digital component of the entrepreneurial conditions and stages of development. Bulgaria belongs to the
group of laggards in terms of their digitalised General and Systemic Framework Conditions for
entrepreneurship with a rank 27th for Stand-up, Start-up and Scale-up sub-indices and the overall EIDES
2018 index. The weakest pillars of EIDES for Bulgaria include Market Conditions and Culture and
Informal Institution, while the strongest pillars are Networking and Support, Physical Infrastructure,
Finance, and Human Capital. 165
Academic entrepreneurship
Academic entrepreneurship is a specific type of entrepreneurship, which is an important vehicle for
promoting innovation in different sectors of the Bulgarian economy. Academic entrepreneurship is a
process of economic value creation through commercialisation of technologies and/or research results by
individuals or groups in academic institutions. The positive outcomes of the creation of university spin-off
enterprises include not only commercialisation and development of technologies, but also generation of
financial resources for supporting research and education, contribution to the local economic and
technological development, etc.166 There is a lack of large-scale, representative research on academic
entrepreneurship in Bulgaria. Numerous case studies of Bulgarian academic spin-off enterprises reveal
that some of them exhibit successful performance, have internationalized their activities, and have
achieved fast growth.167
Social entrepreneurship
Social entrepreneurship is a specific type of entrepreneurship addressing pressing social problems in
Bulgarian society and present in various sectors of the Bulgarian economy. It is defined as
“entrepreneurial activity with an embedded social purpose” that involves the application of business
expertise and market-based skills for the creation and development of social enterprises 168 . Its main
driving force is the creation of social value. The barriers to the creation of social enterprises are specific
to the institutional and cultural contexts, in which they emerge, and may be related to legal and regulatory
frameworks, financial resources, access to markets, business support and development structures, and
training169.
In Bulgaria the new Act on Enterprises of the Social and Solidarity Economy, adopted in 2018, provides a
definition of social enterprises, measures for their promotion and mechanisms for interaction with various
stakeholders, including the state. 170 The Act establishes the requirement for economic activity and
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emphasizes the defining role of the social aim and the independence of the entities, which correspond to
the EU definition171.
Social enterprises in Bulgaria cover different legal forms 172:
Non-profit legal entities engaged in a business activity with social aims (associations and
foundations);
Chitalishta - if they perform business activities;
The specialised enterprises for work integration of people with disabilities;
Cooperatives of people with disabilities (other cooperatives are excluded as there are no constraints
on profit distribution).
Established social enterprises (3.7 thousand economic entities) could account for around 1% of all the
enterprises in the country, providing employment to approximately 1.6% of all employed and generating
about 0.7% of the added value produced in the country. These figures are below the EU averages.
Associations and foundations, including chitalishta, usually provide social, educational, training and
health services, while other types of social enterprises operate in many different fields of activities. More
than 91.0% of Bulgarian social enterprises are small. Bulgarian social enterprises tend to provide low
quality jobs characterized by low labour productivity and low wages There are significant regional
differences in the distribution of social enterprises. Associations and foundations (excluding chitalista) are
concentrated in the capital, large cities, and regional centres, while cooperatives and chitalishta are more
dispersed.
Green entrepreneurship173
The transition of the European economy towards a resource efficient, low carbon economy offers new
business opportunities for both potential entrepreneurs and existing enterprises 174. The support of green
entrepreneurship is a priority for the EC.
In Bulgaria the proportion of SMEs that have undertaken resource efficiency actions, as well as the
proportion of SMEs planning to undertake resource efficiency actions in the next two years, are much
below the EU average175. Significant share of Bulgarian SMEs encounter difficulties when trying to set up
resource efficiency actions including complexity of administrative or legal procedure (32.0%), cost of
environmental actions (14.0%), difficulty to adapt environmental legislation to their enterprise (11.0%),
lack of specific environmental expertise (12.0%), technical requirements of the legislation not being up to
date (20.0%), difficulty in choosing the right resource efficiency action for their enterprise (9.0%), lack of
demand for resource efficient products or services (14%), lack of supply of required materials, parts,
products or services (11.0%). In Bulgaria 55.0% of SMEs that have undertaken resource efficiency
actions say these actions have decreased production costs over the past two years. 11.0% of Bulgarian
SMEs have invested 6.0-10.0% of their annual turnover, while 6.0% have invested 11.0-30.0% of their
annual turnover in resource efficiency actions in the last two years. Bulgarian SMEs tend to rely mainly
on their own financial resources (65.0%) and their own technical expertise (65.0%) in their efforts to be
more resource efficient. Only 13.0% of Bulgarian SMEs say they rely on external support in their efforts to
be more resource efficient. Only 15.0% of Bulgarian SMEs are is currently offering green products or
services.
Rural entrepreneurship
Rural entrepreneurship plays an important role for rural development and may contribute to poverty
alleviation and social inclusion in Bulgarian rural areas. It is present in most sectors of the economy.
Rural areas make a significant part of the territory and are home to a significant proportion of the
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population of the EU member states, including Bulgaria176. However, at least half of the rural population
in Bulgaria was at risk of poverty or social exclusion in 2015 177.
Bulgarian rural entrepreneurs face challenges that are specific for the rural context associated mainly
with the varying degrees of accessibility of rural areas, the small size and low population densities of rural
communities, their social and economic composition, and the nature of internal and external linkages178.
Rural areas are unevenly affected by various interrelated processes of change, e.g. demographic
change, technological change, environment and climate change, globalisation and evolving markets,
which create both opportunities and challenges for rural entrepreneurs 179. New opportunities for rural
entrepreneurship are emerging in new sectors such as the food economy, the green and circular
economies, the bioeconomy, the digital economy, the social economy, the experience economy and the
residential economy 180.
Inclusive entrepreneurship
The European Commission recognizes that there is unrealised entrepreneurial potential among groups
that are under-represented and disadvantaged in the labour market, including women, youth, seniors, the
unemployed, immigrants, etc. and the need to encourage and support entrepreneurship for such
groups181. The report “The Missing Entrepreneurs 2017“ highlights that these groups face specific
barriers to business creation and although entrepreneurs from such groups have the potential to operate
high value-added businesses, many of them will not succeed to build such businesses.
Inclusive entrepreneurship as a specific type of entrepreneurship in Bulgaria is present in all sectors of
the Bulgarian economy.
Female entrepreneurship182
In EU women exhibit different motivations and intentions in entrepreneurship than men and face specific
challenges.183
In 2016 4.3% of the adult female population in Bulgaria were engaged in Total early-stage
Entrepreneurship Activity (TEA), which is lower than the TEA engagement of the adult male population
(5.4%)184. Bulgarian women were slightly more likely to engage in opportunity-motivated entrepreneurship
than men. Bulgarian women exhibited the third lowest levels of the TEA rate (3.4%) in EU over the 20132017 period, which may be explained with higher preferences for paid employment among women.
Women were more likely than the EU average to be engaged in necessity entrepreneurship (30.5% vs.
22.4%) over the same period185.
Bulgarian women were less likely than men to be self-employed in 2017 (7.6% vs. 13.5%) and both rates
were below the EU average186. Self-employed women were more likely than self-employed men to have
completed tertiary education in 2017 and were concentrated mainly in wholesale and retail trade and
agriculture, forestry and fishing. Female entrepreneurs were slightly less likely than male entrepreneurs
to offer new products and services over the period 2013 – 2017 (10.5% vs. 15.4%). The share of
innovative female entrepreneurs in Bulgaria was the lowest in the EU. Slightly more than 37.0% of
women entrepreneurs reported exports over the period 2013 – 2017. Bulgarian women exhibited slightly
higher expectations to create new jobs than men over this period, which may be due to women’s overall
educational attainment. The proportion of Bulgarian women that expected to create a business in the next
three years was about half of the EU average for the period 2013 – 2017.
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Specific factors constraining Bulgarian female entrepreneurship may be negative social attitudes in some
sectors, dominated by male entrepreneurs and managers187, restricted sources and access to
information, lack of own financial resources, lack of start-up capital, lack of assertiveness and lower
confidence in their ability to succeed in business 188. More than 47% of women perceived the fear of
failure as a barrier to business creation and about one third of women indicated that they did not have
skills, experience or knowledge to start a business over the period 2013-2017189.
Youth entrepreneurship190
Although many young people in the EU are interested in entrepreneurship191, only 4.1% of youth (15-24
years old) in employment were self-employed in 2016, which represented one-third of the proportion of all
adults (15-64 years old). In the EU, self-employed youth were one-third as likely to have employees as
self-employed adults in 2016 (9.9% vs. 28.5% for adults).
In 2016 youth self-employment rate in Bulgaria (3.7%) was below the EU average and Bulgarian youth
exhibited the third lowest levels of the TEA rate (4.0%) over the 2013-2017 period192. These findings
were partly attributed to the less supportive business environment to SMEs and new business start-ups
than in the EU, the nascent business start-up system dependent on public support; and the delay in the
implementation of public financial instruments193. Bulgarian youth were more likely than the EU average
to be engaged in necessity entrepreneurship between 2013 – 2017 (16.8% vs. 23.2%)194 and were about
60.0% as likely as their EU counterparts to expect to create a business in the next three years195. About
38.0% of youth reported that a fear of failure was a barrier to business creation over the 2013-2017
period, which was slightly below the EU average, and about a third of youth felt that they did not have
skills, experience or knowledge to start a business. Youth entrepreneurs were the most likely to introduce
new products and services (18.2%) and to have customers in other countries (38.4%) compared to male,
female and senior entrepreneurs. However, the share of innovative youth entrepreneurs in Bulgaria was
the lowest across all EU countries.
Senior entrepreneurship196
The fear of failure was a barrier to entrepreneurship for almost half of Bulgarian seniors (i.e. those over
50 years old) for the period 2013-2017. The self-employment rate of seniors in Bulgaria was lower than
the EU average (13.4% vs. 17.9%) in 2017. Bulgarian seniors exhibited the lowest TEA in Europe over
the 2013-2017 period (2.2%) and were the most likely to be engaged in necessity entrepreneurship than
men, women and youth in Bulgaria (37.5%), about 1.5 times the EU average. The share of Bulgarian
seniors that expected to create a business in the next three years represented about 40.0% of the EU
average for the period 2013 – 2017. About one third of seniors perceived that they do not have skills,
experience or knowledge to start a business, which may be related to limited educational and training
background, poor literacy and location in rural areas with limited opportunities for entrepreneurship
training and exchange. Bulgarian senior entrepreneurs were less likely than the EU average to offer new
products and services to their customers (13.4%) and to export (30.7%) over the period 2013-2017.
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Recent data on entrepreneurship in Bulgaria
Leading types of entrepreneurship (as defined by entrepreneurs)
The 2019 – 2020 PwC SMEs survey conducted for the purposes of the current analysis indicates that
almost every third SMEs identifies itself as an enterprise involved in technological entrepreneurship
(31.9%), which turns out to be the most spread type as defined by entrepreneurs. A considerable fraction
of enterprises reports that their activities include provision of services and/or manufacturing of products in
the field of information and communication technologies (19.3%). Roughly one in ten entrepreneurs is
considering that he/she is involved in digital entrepreneurship (11.4%). Academic and green types of
entrepreneurship, which are related to certain extent to the above listed, are characterised with much
lower percentage of 6.5%.
Almost of equal importance as the technological entrepreneurship is the family business – 30.8% of the
SMEs identify themselves as family entrepreneurship. Social entrepreneurship is perceived to be part of
the enterprises’ activities of 18.8% of them. The percentage of entrepreneurs who consider themselves to
be involved in female entrepreneurship is 13.1%. Youth entrepreneurship includes 7.5% of SMEs,
student’s entrepreneurship – 5.2%, and sports entrepreneurship – 4.3%.
In some types of entrepreneurship self-assessment is over-reported due to different perceptions and lack
of awareness of what are the underlying features determining the respective types.
Figure 19 Self-assessment by entrepreneurs of the types of entrepreneurship(s) they are involved in

Source: 2019 – 2020 PwC SMEs survey

The percentage of members of Bulgarian professional/branch associations is 28.8%, while that of
members of international associations is 8.0%. The share of SMEs registered under the Skilled Crafts Act
is 4.1% and 3.2% are members of crafts associations.
Current family business issues
In the first place, measuring family entrepreneurship is challenging. Survey results presented above
indicate slightly higher share of family enterprises than the official data reported by NSI. On the one hand,
this can be explained with informal participation in the enterprise’s management of family members (of
the entrepreneur’s family), even if SMEs are not formally registered as family businesses. On the other
hand, distorted perception bias also affects self-reporting in this case – especially when the enterprise
provides all or most of the income for the entrepreneur’s family.
Another issue related to the overall sustainability of family businesses is the transfer of management
control and ownership to the next generation of owners/managers. This succession is crucial for family
business survival as evidence suggests that few of these enterprises survive to the second or third
generation.197
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The 2019 – 2020 PwC SMEs survey shows that less than half of the family enterprises have a plan to
pass on management of the business to one or more successors, while only 22.6% have a list of potential
business successors.
The most important reported characteristics of potential successors include: professional and
management experience acquired within or outside the enterprise (79.0%), employee respect (77.0%),
ability to work with other family members (75.6%), personal relationship with current owner (65.1%).
More than half of the family enterprises have made specific efforts to educate potential business
successors for their future role in the company. Bulgarian family enterprises use a variety of approaches
for development of potential successors. More than 66% of businesses rely on the experience acquired in
the enterprise to facilitate the development of potential successors. About 69% of businesses have
provided support for the higher education of their potential successors, and over 59% have supported
various training of potential successors. Acquisition of professional expertise of potential successors is a
fact in only 30.4% of enterprises. The acquisition of international specialisation is practiced by 42.5% of
the businesses. Only 9.2% of the businesses have a detailed business plan for the enterprise after the
transfer of management to the successors(s), while 16.6% have decided how ownership will be
distributed after the transfer of management over the business to the successor(s).
Profile of the entrepreneur in Bulgaria
The 2019 – 2020 PwC SMEs survey indicates that half of the entrepreneurs have previous working
experience of around 10 years as employees in other enterprises before they established their own.
Previous experience is important for the following sectors: construction, information and communication,
financial and insurance activities, real estate activities. On the contrary, previous experience is far less
important in manufacturing, accommodation and food service activities.
In 2020 there is no significant gender inequality among owners of SMEs with 44.0% women and 56.0%
men. Comparison of present female entrepreneurs’ fraction to gender structure of population aged 18
years and more further confirms that women are rather well presented among business owners.
However, the positive shift of female entrepreneurship was gradual over the last three decades, following
both demographic change of generations and institutional re-structuring of Bulgarian economy.
Figure 20 Share of male and female entrepreneurs over the period 1991 – 2020
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At present, the average age of Bulgarian entrepreneurs is 49 years, while in 2011 it was 46 years 198.
Current mean value is a little bit above the population average but still below the average age of
population 18+ (which are respectively 44.6 and 51.2). The age of the entrepreneurs reveals other
specifics of Bulgarian SMEs owners – the share of 45 years old is around 62.0%, which shows that
young entrepreneurs are still a smaller share. The reason for that is that the average age at which the
current owners started business is 32 years, with half of the entrepreneurs being at the age of less than
30 when they started. Those who remain active in the business are with average 15 years of experience
as entrepreneurs. Thus, the share of young entrepreneurs among all active entrepreneurs is not very
high as the older cohort among active SMEs prevail.
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The educational profile of entrepreneurs in Bulgaria has improved significantly over the last decades. In
2020 most of them are university graduates or have higher level of education – 79.0% hold bachelor’s or
master’s degree and a share of 3.0% holds a doctoral degree. About one fifth of the business owners
have completed secondary education. Entrepreneurs with lower than secondary education are rather
rare. (While in 2013, 48.2% held university degree; about one third had acquired technical/vocational
secondary education diploma; and 18.2% had completed general secondary education).
At present, about a quarter of entrepreneurs do not speak foreign languages. The rest speak mostly
English and Russian, and because of the owners' age profile, the two languages have similar values, with
English dominating by about 7 p.p. (55.0% say they speak English while 48.0% say they speak Russian).
The language skills of the owners is a key factor for SMEs internalisation and lack of such becomes an
obstacle for effective communication with potential partners and for realisation of exports – the share of
exporting enterprises reduces considerably in case that the owner does not speak foreign languages
(from 28.0% to 22.0%).
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Access to finance
Key Points
Main problems
Low level of awareness among SMEs about existing
funding opportunities.

Identified needs
Need for a single point of information and
communication campaign explaining the benefits of
different types of funding.

Insufficiently developed skills and competencies in
finance and management accounting among
entrepreneurs.

Need for training in finance and management
accounting, as well as in investment planning,
especially for microenterprises.

Credit collateral problems, particularly for
microenterprises and enterprises with no registered
history.

Need for provision of collateral - especially for
microenterprises (i.e. guarantee funds).

Still difficult and time consuming procedures for
applying for funding from European and national
programs.

Need to reduce the administrative burden of application
procedures, less complicated process.

Lack of established organisational structure and
processes.

Need for provision of permanent funding opportunities
over time.
Need for usage of common language in financing
program’s materials and application forms.
Need for transferring of compliance assessment to the
financing scheme management body (i.e. not requiring
from the SMEs to self-assess and declare that they are
eligible to apply as they fall within specific paragraph of
regulations under which the financing institutions
operate).

Smaller enterprises have difficulties in getting bank
loans.

Need for microfinancing targeting microenterprises.

Slow and clumsy application procedures for debt
financing.

Need for more flexible credit instruments in addition to
the traditional working capital loans.

This is particularly valid for small enterprises and SMEs
using means of the owner, which to a considerable
extent rely on credit card, finance leasing and loans
from friends and family.

SMEs financing in Bulgaria
As compared to large enterprises, SMEs usually experience difficulties in obtaining funding because they
are perceived by traditional investors and financiers (such as banks) as more risky investments199.
In general terms, SMEs should have access to various sources of funding such as traditional bank
instruments (e.g. bank loans, credit lines, overdrafts, etc.), micro-crediting, governmental and
international funding programmes, means of owners, family and friends, etc. Easy access to these
resources is crucial for sustainable development of the SMEs sector.
The role of SMEs in getting financing
The SMEs financing topic incorporates the collaboration between three stakeholders – the SME, the
financing institution and the state, being the one providing the business playing field rules. Often, none of
them is aware of the challenges and the obstacles that the others have been facing, nor is willing to put
themselves in their shoes200. The lack of understanding of what each party is aiming at does not help to
create environment of trust and prosperity. Hence, making the effort to see the other stakeholders’
perspective could be mutually beneficial.

199

Generally, banks are for people with money. Microcredit serves those who cannot be served by traditional banking due to
absence of any collateral (the unbankables). It allows millions of people worldwide to launch and implement entrepreneurial ideas.
(Gert van Maanen, 2004).
200
These conclusions are based on findings of the PwC qualitative survey conducted for the purposes of the current analysis
(series of regional in-depth interviews with SME representatives).
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In general, when access to finance is considered, a reference to both availability and cost of different
financial instruments is made. Availability refers to the supply of external capital, its type, range and
quality, and SMEs’ capabilities to access it. Cost refers to the price of acquiring financing. 201
It is often perceived by the SMEs in Bulgaria that the financing available to them is very limited. 202 One of
the reasons for such a perception is the lack of understanding by majority of SMEs that available
financing options are not immediately applicable to each and every SME but a proper analysis of
particular needs and their matching to various financial instruments should be performed in advance.
Thus the SME role and responsibility in any financing acquisition process is to prepare to go through it.
Smaller companies need more help in this respect. Support in view of understanding their role could be in
the form of trainings in the field of financial management, initiatives for exchange of experience, etc.
For the purpose of deciding on particular source of financing to be used, SMEs should consider a
number of issues, including development of a business plan, consideration of business
objectives, estimation of funds needed and analysis of potential types of financing, etc.
An enterprise looking for financing should duly prepare its business plan, including financial and
marketing plan, in order to have the internal understanding and commitment to its values and
goals. This is the basic element, which can navigate the management as to where the enterprise
has been heading to, and how it would reach there. It will also indicate the type of financing that
would be appropriate in each case since the different types of financing have different scope and
role in a company’s development. Whether the SME would rely on external advisory services for
its preparation or not depends on its specific situation.
At the starting point of the matchmaking process, the size of the enterprise should be considered.
Other factors which also need consideration include amount of the needed financing, whether it is
equity or debt, industry of the company. All these factors could indicate which would be the best
potential financing partner.

Financing options
Different types of equity and debt financing are available to SMEs in Bulgaria, mainly depending on the
stage of the enterprise’s development, broadly split into Seed 203, representing the enterprises just starting
their business venture, and Mature Companies, being the ones with more established business models.
In the past several years204 the mergers and acquisitions activity in the country has shown that foreign
investors have not perceived Bulgaria as an attractive market as their share in transactions made in the
country has been declining. In 2018, less than 20% of the deals had a foreign enterprise as a buyer205
(compared to approximately 50% of total deals closed in the previous two years)..
In the table below a summary of both equity and debt instruments is included. A straight forward
comparison of their usage in Bulgaria cannot be done. On one hand, specifics in their applications
represent a limitation for drawing a parallel. On the other hand, the available historical data is rather
limited. Apart from the fact that no official institution provides such, there are objective reasons for this
constraint as well – some of the financial instruments have been recently launched (like BEAM), and
some have been characterised by a low penetration level.

201

As defined in EIF SME Access to Finance Index working paper 2018/47, EIF Research and Market Analysis, January 2018
Again, conclusions are based on the PwC qualitative survey results..
203
Funding provided before the investee company has started mass production/distribution with the aim to complete research,
product definition or product design, also including market tests and creating prototypes. This funding will not be used to start mass
production/distribution.
204
In the past five years (2015-2019), there were less foreign investors than in 2014. The same was also largely true for the 5-6
years preceding 2014.
205
Ivanova, M., 2020. Сделките на 2019: Малко, малки, местни. Capital Weekly, [online] Available at:
<https://www.capital.bg/biznes/kompanii/2020/01/16/4017111_sdelkite_na_2019_malko_malki_mestni/>.
202
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Seed Companies
Financing from Family and Friends is a form of
Seed Capital provided to a start-up enterprise in
exchange for an equity stake or convertible note
stake in the company. It is usually the first
financing type that is available and considered by
start-up or small enterprises. It is available and
used in Bulgaria, but it depends on the
entrepreneurs’ personal network of contacts, and
its value and impact could hardly be tracked.
Business Angels206 are wealthy individuals who
provide financing in the form of minority equity to
early stage enterprises with high potential for
growth on international markets in niche business
segments. They also act as mentors to the
entrepreneurs by sharing their business and
financial acumen, as well as business contacts, in
order to support the successful roll out of the
venture. In Bulgaria, some of them have been
organised in several Business Angels networks,
which facilitate the communication and
matchmaking process.

Seed and Mature Companies

Mature Companies

Venture Capital and Private Equity Funds have
been present in Bulgaria since mid-90’s. There
were only two Funds at the beginning, and both
were part of international fund management
structures. They have been paving the road of
equity financing to SMEs in the country.

SME Growth Market beam is a special public
market segment, which aims at facilitating the
equity financing of SMEs through the Bulgarian
Stock Exchange. It has been designed with the
SMEs in mind – providing access to the public
market with requirements being less restrictive,
more easily achieved, and with a lower total listing
cost compared to the Premium Market.
Currently there are several active venture capital
Nevertheless, since the interest from a key
and private equity funds in their investment stage
stakeholder in this scheme – the potential
that support start-up enterprises and provide
investors – has not been assessed and
209
growth capital to established businesses. Almost considered, the successful outcome of this
all of them however have been set up under EU
initiative is still to be validated.
programs through EIF SME financing initiatives
and have been run by Bulgarian management
teams. Some local businesses have also
As part of this initiative the BSMEPA has
established corporate Venture Capital arms,
introduced a voucher scheme to support financially
mainly to invest in technology enterprises.
the SMEs in their listing preparation process. 210
However, some of the requirements embedded
thereof have been contradictory211 to beam’s
It should be noted that there are numbers of SME
requirements, therefore there was no clear benefit
financing alternatives available from Venture
of this initiative to SMEs targeted by beam.
Capital and Private Equity investors that are not
present with an office in the country but have been

206

An angel investor (also known as a business angel, informal investor, angel funder, private investor, or seed investor) is an affluent individual who provides capital for a business start-up, usually
in exchange for convertible debt or ownership equity. Angel investors usually give support to start-ups at the initial moments (where risks of the start-ups failing are relatively high) and when most
investors are not prepared to back them.
209
Start-up funding is provided to companies, once the product or service is fully developed, to start mass production/distribution and to cover initial marketing. Companies may be in the process of
being set up or may have been in business for a shorter time but have not sold their product commercially yet. The destination of the capital would be mostly to cover capital expenditures and initial
working capital. Later stage funding is the one provided for an operating company, which may or may not be profitable. Growth Capital: a type of private equity investment (often a minority
investment) in relatively mature companies that are looking for primary capital to expand and improve operations or enter new markets to accelerate the growth of the business. (Invest Europe
research methodology and definitions, Invest Europe, April 2019)
210
This is a new option. beam has been operational since last year (its official presentation was made on Feb 21, 2019).
211
An example for such contradiction: One of the goals of BEAM is to provide easier and cheaper access for the SMEs to the Bulgarian Stock Exchange. Therefore, BSE introduced advisors, as
intermediaries supporting the listing process, compared to licensed investment intermediaries needed on the Primary Market. Advisors are experienced investment professionals or companies, who
only need to be registered with BSE by going through an easy verification process. Their services are usually much cheaper than the ones of the licensed intermediaries. In respect of the voucher
scheme, one of the requirements to make SME eligible to apply has been to use the services of a licensed investment intermediary.
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Microfinance207 is widely available in Bulgaria
considering investment opportunities with
giving the opportunity to individuals to access short Bulgarian SMEs.
term loans in the form of small amounts of money,
which could be used to support their micro
businesses. As the individual is the one taking the
loan, there is no feedback on the net effect of this
scheme.
The EaSI instrument of EIF208 has also been
supporting development of this financing option. It
provides senior and subordinated loans to
microfinance institutions and social enterprise
lenders to boost on-lending to microenterprises
and social enterprises. However, the information
thereof and the impact of this initiative have not
been widely publicly promoted.

Bank loans are usually not available to Seed
enterprises, since they cannot show profitable
business track record and provide tangible
collateral acceptable to the banks. EIF has been
working with most of the banks in Bulgaria through
agreements under SME Initiative guarantee
instrument for banks in order to support them
lending money to SMEs under preferential terms –
market interest rate levels and rational collateral
requirement. Despite this instrument the loan
application procedures have been still seen as
challenging212 in terms of administrative and
collateral requirements. 213Mezzanine financing214
has not been very popular among Bulgarian
SMEs215 and just a few have been profiting from
this financing option216. As quasi equity instrument
it has been so far available to local enterprises
mainly through funds based abroad. The setup of
a Bulgarian fund manager active in this area is
undergoing with the support of OPIC through the
Fund of Funds.

207

Microfinance is a category of financial services targeted at individuals and small businesses who lack access to conventional banking and related services. Microfinance includes microcredit, the
provision of small loans to poor clients; savings and checking accounts; micro insurance; and payment systems.
208
The European Commission’s Programme for Employment and Social Innovation (EaSI) aims at contributing to the implementation of the Europe 2020 strategy by supporting the EU's objective of
high level employment, guaranteeing adequate social protection, fighting against social exclusion and poverty and improving working conditions. (www.eif.org)
212
Based on the PwC qualitative survey findings.
213
The administrative burden when talking about bank financing is mainly related to unclearly communicated and long application process, which is hampered by the reluctance of the bank to take
any risk (thus in many cases the SMEs end up with a collateral of 2 to 3 times the loan exposure). In contrast, when an equity investment is negotiated, usually the steps of the process are clearly
communicated at the very beginning to the SME. Equity investment is sought as a partnership and therefore communication and building trust is crucial.
214
Mezzanine capital is any subordinated debt or preferred equity instrument that represents a claim on a company's assets which is senior only to that of the common shares. Mezzanine financings
can be structured either as debt (typically an unsecured and subordinated note) or preferred stock.
215
This is quasi equity – an interest bearing instrument that does not get all the rights of equity stakeholders, and takes on more risk than a bank. That is why it is more expensive. Hence, its lack of
popularity among Bulgarian SMEs.
216
The available data is not enough for further analysis of the issue (the deals that have been publicly announced are less than 10).
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Access to finance of Bulgarian SMEs
International data on SME access to finance in Bulgaria
In the recent years, systemised information on the access to finance of enterprises has been introduced
and relevant indicators have been complied by international organisations.

In 2008, a Survey on the Access to Finance of Enterprises (SAFE) was established by the ECB, which
provides information on the financing conditions faced by SMEs in the EU, including the need for and the
availability of financing, and the financing gap concerning the external financing.217 In 2019, the concern
of access to finance was considered the most important one by 6.0% of Bulgarian SMEs (a rather small
fraction, following the percentages of SMEs reporting the issues of human resources availability, finding
customers and regulations as most important)218. The use of external financing of the SMEs in Bulgaria
indicated that:
⎯ The most used method of funding by the Bulgarian SMEs was the “credit line, bank overdraft or
credit cards overdraft” 219 (used by 36.0% of the SMEs in Bulgaria for the period April-September
2019 vs. 34% of the SMEs in the EU-28).
⎯ Next was the usage of “leasing or hire-purchase” (19% of the SMEs in Bulgaria vs. 24% of the
SMEs in the EU-28).
⎯ Bank loans220 were less used (by 14.0% of SMEs in Bulgaria vs. 15% of the SMEs in the EU28).
⎯ The use of grants or subsidised bank loans was comparable to that in the EU-28 (about 30% of
the SMEs have either used such during the preceding six months or in earlier periods).
⎯ The least used method of funding was the “equity capital” (ever used by 4% of the SMEs in
Bulgaria vs. over 10% in the EU-28).
The SBA data further confirms that during 2019, the Bulgarian SMEs faced difficulties in getting financing.
According to this source, the fraction of rejected loan applications was 14.5%, while 16.9% of enterprises
reported deterioration in access to public financial support.221 All these led to a rather low level of
investments – a considerable share of the Bulgarian enterprises (20.0%) reported that they underinvested in the last three years (2017-2019).222 The equity capital method of funding could not contribute
to improvements in this respect.
In 2016, EIF introduced an EIF SME Access to Finance (ESAF) Index 223 allowing for cross-country
benchmarking for all EU-28 member states, and tracing the dynamics of equity investments and other
sources of financing. In 2018 Bulgaria had its ESAF Index at 0.26, an improvement of 0.04 p.p. vs. 2017
(with only Macro Factors sub-index deteriorating from previous year, but still far below its 2016 level of
0.35).224 Based on research performed by Invest Europe, in the period 2015 – 2018, the private equity
activity in Bulgaria has been decreasing in terms of deals’ value. 225 This was mainly due to investments in

217

For further information, please see the ECB website: https://www.ecb.europa.eu/stats/ecb_surveys/safe/html/index.en.html
Based on SAFE latest findings (for the period April – September 2019),
219
The difference between a bank loan and a credit line is that in the case of a bank loan, the precise amount of loan and the dates
of repayments are usually fixed, while in the case of a credit line, the borrower can draw only part of the money at discretion up to
an agreed maximum balance, and interest is charged only on money actually withdrawn. A bank overdraft is the negative balance
on a bank account with or without specific penalties. A credit card overdraft is a negative balance on a credit card.
220
Both short and long-term loans.
221
European Commission, 2019. 2019 SBA Fact Sheet Bulgaria. Brussels: European Commission.
222
EIB Group, 2019. EIB Group Survey on Investment and Investment Finance 2019. Country Overview: Bulgaria. EIB Investment
Survey (EIBIS). Luxembourg: EIB Group.
223
Developed in cooperation with London School of Economics and based on four composite indicators, including i) Loans, ii) Credit
and Leasing, iii) Equity, and iv) Macro Factors
224
The country has been outperforming only Romania, Cyprus and Greece as per 2018 data.
225
The share of venture capital investments in GDP was considerably low (0.01%) according to the 2019 SBA Fact Sheet Bulgaria.
218
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start-up ventures.226 In 2018, the investment value accounted for only 0.6% of total CEE227 PE investment
value and 0.3% of the country’s GDP, respectively.
Figure 21 Annual private equity investments in Bulgaria
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Figure 22 Private equity investments in Bulgaria by type of investments (in EUR)
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226

Central and Eastern Europe Statistics 2018, Invest Europe, June 2019
CEE comprises the countries of Bosnia and Herzegovina, Bulgaria, Croatia, the Czech Republic, Estonia, Hungary, Latvia,
Lithuania, North Macedonia, Moldova, Montenegro, Poland, Romania, Serbia, Slovakia, Slovenia and Ukraine. These countries had
a total population of about 161 million and registered a total GDP of €1.6 trillion in 2018.
228
Type of Investment covers the categories Venture Capital (Seed, Start-up, Later stage funding) and Capital for Mature
Companies (Growth Capital, Buyout - funding provided to acquire a company. Rescue/Turnaround - funding made available to an
existing business, which has experienced financial distress, with a view to re-establishing prosperity, Replacement Capital - Minority
stake purchase from another private equity investment organisation or from another shareholder or shareholders). It does not
include the categories: Venture Credit, Participative Loans, Incubators, Accelerators, Business Angels.
227
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Recent data on the access to finance
The 2019 – 2020 PwC SMEs survey conducted for the purposes of the current analysis is focused on
both external and informal financing. The external financing includes loans explored into details relevant
to the Bulgarian practice (credit card and current account overdraft, working capital loans, and investment
loans). Informal financing is surveyed through usage of self-financing and loans from friends and families.
Every fifth enterprise in Bulgaria relies only on either bank or informal sources of financing. Equity capital
is also covered for completeness of the sources of financing, although its penetration level is rather low.
2019-2020 PwC SMEs survey: the most common sources of financing

Survey findings indicate that the most used sources of financing over the past 12 months were means of
the owners (self-financing), which was reported by 56.2% of the SMEs, followed by credit card
(33.8%)229, current account overdraft (24.3%) and working capital loan (24.1%).
Figure 23 SMEs sources of financing (share of SMEs which have used the respective source over the
last 12 months, %)
56.2%
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the purchase of
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Source: 2019 – 2020 PwC SMEs survey

The larger-sized SMEs had better access to bank loans compared to smaller ones – investment and
working capital bank loans were used respectively by 10.3% and 15.4% of microenterprises, while the
shares of the medium-sized enterprises, which used these sources, were 47.2% for investment and
45.3% for working capital loans.

229

According to the latest monetary survey of Bulgarian National Bank, the volume of revolving loans, drawdowns on credit lines
and credit card credit accounted for 33.4% of the volume of all loans to non-financial corporations in January, 2020.
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Credit cards were used the most by small enterprises – 46.0% of enterprises with number of employees
between 20 and 49 reported that they have used such method of funding during the preceding 12
months, while for the medium-sized enterprises the percentage was 37.7%.
In most cases, credit cards are used for regular and other payments to the National Revenue
Agency (social security transfers, income and other taxes, etc.), for online payments to suppliers
(utilities, telecoms, etc.), for business trips, for fuel payments at gas stations, etc. The reasons for
which entrepreneurs prefer this source of finance are its convenience (lack of transactional costs,
no administrative burden, etc.), in-time availability, and flexibility in terms of size of credit,
instalment size, and pay back duration. *
* These conclusions are based on findings of the qualitative survey conducted for the purposes of the current analysis
(series of regional in-depth interviews with SME representatives).

Table 26 Usage of sources of financing by size of enterprise
Size class (number of persons employed)

1-9

10-19

20-49

50-249

Investment bank loan

10.3%

17.9%

33.3%

47.2%

Bank loan for working capital

15.4%

33.3%

44.4%

45.3%

Special purpose loan

5.5%

4.8%

11.1%

7.5%

Overdraft

18.5%

23.8%

46.0%

41.5%

Credit card

32.5%

31.0%

46.0%

37.7%

Financial leasing

11.6%

27.4%

46.0%

49.1%

Venture capital

2.4%

1.2%

n.a.

n.a.

Loan from family and friends

24.7%

22.6%

15.9%

9.4%

Means of the owner(s)

61.3%

57.1%

54.0%

26.4%

EU funds financing

8.2%

19.0%

19.0%

26.4%

Financing from national, regional and other foreign
programmes

8.2%

10.7%

6.3%

17.0%

Source: 2019 – 2020 PwC SMEs Survey

Based on the 2019-2020 PwC SMEs Survey results, and in compliance with other data sources, the
venture capital as source of financing, is not used by large-sized SMEs. Mainly micro and very small
enterprises have had access to such – 2.4% of the enterprises with up to 9 employees and 1.2% of the
enterprises with number of employees between 10 and 19. Statistical findings show that venture capital
source is predominantly used by enterprises which have used means of the owners over the last 12
months.
The greatest contrast between micro- and medium-sized enterprises is observed in the usage of means
of the owners (self-financing) and loans from family and friends. 230 In 2019, 56.2% of the SMEs used
such method of funding. Two out of three microenterprises have used self-financing over the past 12
months (61.3%), while the respective share among medium-sized enterprises was 26.4%. One out of four

230

This method of funding is usually not considered by mainstream analysis of the access to finance in the EU. However, this
source of financing is typical for Bulgaria during the entire period of the transition. For example, the 2001 SMEs Survey conducted
for the ASME indicated that, in 2000, 81% of the start-ups used means of the owner as a source of financing, while 59.8% of the
entrepreneurs used own means for at least 50% of the funding needed to start a business. In 2011, 62% of the SMEs in Bulgaria
used such funding.
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microenterprises have used loans from family and friends (24.7%), while just one out of ten mediumsized enterprises have used such source (9.4%).
A closer look at the category of SMEs with self-financing reveals that these enterprises are considerably
more frequent users of credit cards than those which have not used self-financing (40.5% vs. 25.1%,
respectively). Also, self-financed SMEs are more frequent users of loans from friends and family
compared to enterprises without self-financing (31.6% vs. 7.7%), and of finance leasing (26.6% vs.
17.0%).
Figure 24 SMEs sources of financing (share of SMEs, %), by two categories of enterprises – 1) SMEs
which have used self-financing, and 2) SMEs which have not use such over the last 12 months
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Source: 2019 – 2020 PwC SMEs Survey
Note: Marked section refers to those sources of finance for which there is a statistically significant difference between the two
reported categories (level of significance < 0.05).

The inequality in access to finance is also observed in the case of EU funds opportunities – this financing
was used to a greater extent by larger-sized SMEs (due to various reasons – application requirements
and operations’ specifics, need of additional expertise and resources to apply, self-selection bias, etc.).
The share of microenterprises which have used such funding, was 8.2%, while that of medium-sized
enterprises was 26.4%. The inequality observed regarding financing under national, regional and other
foreign programmes was smaller – yet it was used to the greatest extent by medium-sized enterprises
(17.0%), while 8.2% of microenterprises reported that they have used this source over the preceding 12
months.
A considerable part of the SMEs reported to have had an interest in the operational programmes
Innovation and Competitiveness (40.5%), Human Resources Development (37.3%) and Small and
Medium Sized Enterprises Initiative (24.1%). Nevertheless, due to application requirements, availability of
expertise to apply and other enterprises’ specifics, much smaller fractions have applied for financing
under these programmes – OP IC (15.5%), OP HRD (19.0%) and Small and Medium Sized Enterprises
Initiative (2.8%), and more than half of the applications have received funding.
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Figure 25 Interest and usage of EU funds by SMEs by main operational programmes
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Source: 2019 – 2020 PwC SMEs Survey

Some of the reasons for the observed gaps between the SMEs interest in the OP, actual application and
acquiring of funding are implied by observed self-assessment of the entrepreneurs regarding their
capacity to effectively engage into an SCF funded project:
⎯ Roughly one in three SMEs agree that it has full access to information about financing
opportunities under EU funds (38.7%), while almost half of the enterprises disagree with this
statement (48.9%).
⎯ Agreement with the statement “our company meets the requirements for applying to the
programmes of interest to us” is indicated by 51.9%, while disagreement – by 24.7%.
⎯ Also, almost half of the SMEs report that they can prepare the necessary application documents
for financing under EU programmes (48.5%), while the share of enterprises which report the
contrary is 37.9%.
⎯ A considerable share of enterprises indicates that they have consulting partners who can prepare
the necessary documents in case of application for EU funding (45.9%), while the share of ones
which indicate that they do not have such partners is slightly lower – 40.9%.
⎯ Most of the entrepreneurs agree that their enterprises can ensure the successful implementation
of projects (60.6%), while the share of those who consider they cannot do that is 19.4%.
The entrepreneurs reveal a rather optimistic view about their readiness to successfully implement
EU funded projects.
However, almost half of them report that they have limited information regarding financing
opportunities.
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Figure 26 SMEs self-assessment of available information, capacity and resources to apply for and
implement EU funded projects (% of entrepreneurs who provided respective answers)
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Source: 2019 – 2020 PwC SMEs survey

Access to finance index of Bulgarian SMEs
In 2011, 2012 and 2013231 access to financing of Bulgarian SMEs has been analysed through an index
called Access to Finance, which was introduced in the annual SMEs analysis commissioned by
BSMEPA232. The index defines a enterprise with an easy access to finance as such, which has (almost)
free access and can use a wide range of methods of funding from:
Bank sources of financing;
Equity capital;
EU funds, state budget support, , international organisations programmes, other foreign aid;
Means of the owners, family and friends.
For the purposes of this analysis, the same index has been applied, so that certain dynamics in this
respect could be traced for the period 2011 – 2020.
Over the last decade, an improvement in access to finance was observed (for the entire SMEs sector as
well as for each enterprise size class).
In 2011, 93.0% of the SMEs had very difficult access, while their share in the beginning of 2020 is
significantly lower (64.2%). Nevertheless, at present a considerably small percentage of enterprises has
easy or very easy access to finance (4.1%). Although over the years less and less enterprises experience
very difficult access, there has been a steady fraction of SMEs with difficult access to finance (roughly
one in four enterprises). This outcome confirms that in general the SMEs experience difficulties in getting
financing.

231

In 2013, the SMEs index value was calculated only for manufacturing enterprises, that is why in this analysis comparison figures
include only the years of 2011, 2012 and 2020.
232
Simeonova-Ganeva, R., Vladimirov, Z., Boeva, M., Panayotova, N., Ganev, K. and Peneva, R., 2011. Analysis Of The Situation
And Factors For Development Of Smes In Bulgaria: SMEs In The Crisis Context. Sofia: Bulgarian Small and Medium-sized
enterprises Promotion Agency, Ministry of Economy, Energy and Tourism.
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Figure 27 Distribution of SMEs (%) by Access to finance index categories (2011, 2012 and 2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations

Smaller enterprises remain with more difficult access to finance compared to bigger ones. Over the last
decade the mean value of the Access to finance index has doubled for microenterprises (from mean
value of 8 to mean value of 18), yet on average funding is still very difficult for these enterprises. A similar
trend has been followed by small enterprises – the mean value of the index has raised from 12 to 25 for
the period 2011-2020, but in this case a shift towards a relatively better category was observed (from very
difficult to difficult access). Although the developments for medium-sized enterprises were significant over
the period 2011-2012 (the index mean values increased from 17 to 29), there was a slowdown in this
respect during the period 2012-2020 (from 29 to 28), indicating that these enterprises are still not
improving their access to finance.
Figure 28 Mean values of the Access to finance index by enterprise size class (2011, 2012 and 2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations

For the period 2011 – 2020 an overall improvement in access to finance was observed across all
Bulgarian regions (NUTS 2 level). At present, the region with worst access to finance is the North
Western one and the region with the highest mean value of the index is the North Central one.
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Nevertheless, the differences across regions are relatively small. In 2020, SMEs in three of the regions
remain with very difficult access to finance (namely, North Western, South Eastern and South Central).
The other three regions are characterized with difficult access to finance (North Central, North Eastern
and South Western). This in turn, suggests that the SMEs in these regions are traditionally suffering lack
of financing which affects their competitiveness and business performance.
Figure 29 Mean values of the Access to finance index by regions (2011, 2012 and 2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey, own calculations

Barriers and determinants of access to finance
Barriers and obstacles
The typical barrier for access to finance is the size of the enterprise – smaller enterprises have difficulties
in getting bank loans and applying for funding under various programmes. Another factor also affects the
lower level of financing is the fear of rejection (which is quite stronger in the case of bank loans), which
leads to many enterprises not even trying to apply for bank financing. In some cases, requirements set by
banks are rather restrictive and suspected rejection could be well justified by entrepreneurs. In other
cases, it is the result of poor knowledge and skills in finance and accounting. A major problem for SMEs
when considering bank loans is also the lack of collateral (due to the small size of capital and own
resources) and not having a successful business history (if the enterprise is too young, if some or all of its
activities had not been registered in the past, etc.).
Another obstacle faced by SMEs is the lack of information mainly about funding opportunities under
various programmes – they are either lost in the numerous (online) sources of information or lack the
knowledge about the existence of a single information point (such as the Regional Information Centres
providing information about EU funds opportunities).

92
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

In summary, major obstacles to SMEs’ access to finance are as follows:
The information on the financing options 233 is not structured and easily available, i.e. cannot be found
in one place234;
There are slow and clumsy application procedures for debt financing with sometimes contradicting to
SMEs structures and capabilities requirements;
There are very high collateral requirements for standard bank loans;
Loans under SME Initiative have not been actively promoted nor the benefit to the SMEs have been
made clear;
Enterprises’ managers are not prepared to present in concise and appealing manner their investment
case to potential financiers;
There is still limited knowledge about the financing process and low level of understanding in this
respect by entrepreneurs and managers.
Factors that could trigger improvement in SMEs financing environment
SMEs have much more limited administrative capacity in terms of human and financial resources
compared to larger businesses. The personal profile of the entrepreneur also matters235 – gender could
have an impact (female entrepreneurs in Bulgaria are more active than men in terms of usage of various
sources of financing), as well as developed skills in financial management, skills for risk assessment, etc.
Therefore, human resources development (in marketing, strategic planning, ICT) and training in financial
management are key prerequisite for achieving better access to finance in the SMEs sector.
In most of the cases, business models of small enterprises do not involve complex organisation and
processes. Therefore, adjusting the regulatory framework and limiting the administrative burden is also a
prerequisite for better access to finance for SMEs. Activities that could be done in this direction relate to:
Usage of common language in financing program’s materials and application forms so they could
reach and be understood by the targeted audience;
Transferring of compliance assessment where it should be – at the financing scheme management
body – i.e. not requiring from the SMEs to assess and declare that they are eligible to apply as they
fall within specific paragraph of regulations, under which the financing institutions operate;
Making less complicated and clearer the financing approval process and communicate the steps
thereof and timeframe well in advance to interested SMEs;
Increase the awareness among SMEs about the role of each type of financing options and the
involved collaboration with stakeholders.
In-depth analysis of SMEs demand for finance by the financing authorities. Thus, target groups could
be clearly identified, their needs properly assessed, and more flexible financing instruments could be
applied.
Last but not least, smaller SMEs experience considerable problems in providing for collateral especially in
the case of investment loans. Therefore, establishment and maintenance of guarantee funds is crucial for
allowing better access to finance for SMEs.

233

Other than EU funding opportunities.
These conclusions are based on findings of the qualitative survey conducted for the purposes of this analysis (series of regional
in-depth interviews with SME representatives)..
235
The reported factors have been identified through statistical modelling techniques based on the 2019-2020 PwC SMEs survey
data.
234
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Key financial instruments for SMEs
⎯ Bulgarian Development Bank
Bulgarian Development Bank (BDB) is a state-owned financial institution, which provides direct financing as well as financing
via other credit institutions. It provides support to SMEs by offering products related to export stimulation; crediting, through
intermediary local banks or directly; issuing guarantees to supplement collateral provided by SMEs, etc. Its subsidiaries are
the National Guarantee Fund; the Micro Financing Institution JOBS; the Capital Investments Fund; BDB Factoring and BDB
Leasing. The Bank has stated interest to direct at least 15% of their loan portfolio to financing green projects and innovations
related to achieving the Green deal goals.
The Juncker Plan
Under the Juncker Plan, BDB has developed a programme for indirect financing of SMEs via on-lending agreements to other
banks amounting to EUR 95 mln. The bank implemented a mechanism for direct financing as well – with EUR 4,1 mln
approved by EIB at the end of 2019 for direct allocations to SMEs.
COSME+
By the end of 2019, the bank has distributed financial resources of EUR 22,7 mln. to a total of six bank and non-bank
institutions under the COSME+ programme. The total programme budget is EUR 33 mln. whereas starting and social
enterprises’ requests are considered with priority. In addition, the COSME mechanism functions in a partnership with the
National Guarantee Fund –there have been 275 guaranteed loans (BGN 54,642 mln.) with 244 supported SMEs.
Leasing lines
BDB has launched a new product for indirect financing of SMEs in 2019 – credit lines on operating lease for leasing firms.
There are two concluded agreements at the amount of EUR 6 mln. with a goal to increase those in the following years.
The Capital Investments Fund
The fund has been recently established with the objective to support small, medium and new enterprises which demonstrate a
growth potential. In 2019, 12 such enterprises were in a negotiating process, with two being close to concluding agreements.

⎯ SME Growth Market beam
The Bulgarian Stock Exchange (BSE) has organised a special market - SME Growth Market beam – to provide SMEs with the
opportunity to raise funds within easier terms than those on the regulated market, while at the same time providing them with
similar advantages as those of public companies. beam can also be seen as an intermediate step for an enterprise willing to
go to the regulated market. beam SME Growth Market is designed for SMEs, registered as joint-stock companies in the
country or abroad. Its idea is to provide a platform for SMEs with a working business model seeking further development and
expansion. Along with SMEs, larger companies can also participate in beam, as long as their market capitalisation does not
exceed EUR 200 million for each of the last three years. Apart from lighter requirements in the admission to trading process
and in SMEs’ subsequent life as listed companies, some of beam’s advantages include:
•

in case of raising funds of up to EUR 1 million on the beam market, no approved prospectus by the Financial
Supervision Commission for an initial public offering is required;

•

in case of a capital increase of up to EUR 1 million by an enterprise listed on the beam market, no approved
prospectus by the Financial Supervision Commission is required;

•

in case of raising funds of more than EUR 1 million and a capital increase of more than EUR 1 million by an
enterprise listed on the beam market, a lighter prospectus approved by the Financial Supervision Commission is
required;

•

enterprises are obliged to publish only annual and semi-annual financial reports;

•

enterprises can be transferred to the BSE main market more easily;

•

enterprises convene their general meetings under reduced requirements compared to public companies traded on
the regulated market;

•

in case of a capital increase, there is no legal obligation for each shareholder to acquire a portion of the new shares
corresponding to its stake before the capital increase.

SMEs can also benefit from the services of the so-called Advisors on the beam market. Those are consulting companies
whose primary role is to support the enterprises during their listing process and subsequently in their life as listed companies.
Currently, BSE has approved six Advisors.
A voucher scheme to support SMEs which would like to go to the beam market is being prepared in partnership among the
Bulgarian SME Promotion Agency, OP Innovation and competitiveness, BSE, the Bulgarian Association of Licensed
Investment Intermediaries, as well as Bulgarian employers’ organisations.
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Access to markets and internationalisation
Key Points
Main problems

Identified needs

Low level of awareness of institutional support and
export promotion opportunities

Need for establishment of a single point of information
on support opportunities, as well as need for PR
strategy and information campaigns to promote the
single point of information

Insufficient skills and competences to conduct export
market research and lack of relevant financial and
information resources

Need for market research support at sectoral level, for
various (potential) export markets and a single point of
such information

Insufficient skills and competences needed to find
foreign partners and develop a marketing strategy

Need for specialised training

Low level of awareness and underdeveloped skills for
applying in public procurement tenders

Need for well-popularised single point of information for
public procurement procedures;
Need for online training resources in how to apply for
public procurement, need for more SME-friendly
application procedures

Low productivity of SMEs, resulting in uncompetitive
production, especially in the case of micro- and small
enterprises

Need for technological development, digitalisation,
development of new products and development of
human resources (which are the key determinants of
successful access to markets), especially in the case of
micro- and small enterprises

SMEs are facing difficulties in getting access to markets

Need for promotion of e-commerce among the SMEs
through development of relevant ICT infrastructure and
skills formation

The majority of the SMEs (76.9%) do not benefit from
the policy support provided in this area due to the
limited resources envisaged and the inconsistent-withthe-exporting-cycle planning of the support

Need for more intensive and encompassing support for
the SMEs based on adequate time planning (consistent
with the exporting cycle of the enterprises)

A relatively small share of microenterprises trade in international
markets (16%)

Two in three medium-sized
enterprises import and/or export
goods and/or services

45% of exporting SMEs report
that their exports are comprised of
high value-added goods

Low level of SMEs participation
and execution of public
procurement

Internationalisation is a key factor for the growth and improvement of competitiveness of all enterprises.
The main reasons for the increasing SMEs internationalisation are related to globalisation and include
decreasing of trade barriers, ICT development, increasing popularity of internet solutions and ecommerce, decreasing transport costs, establishing of international business networks, formation of new
skills and competences, which allow for quicker and easier access of entrepreneurs to foreign markets,
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etc.236 Not long ago the small size of an enterprise was viewed as an obstacle in the process of
internationalisation, since small enterprises usually lacked information and resources, and any eventual
internationalisation of such an enterprise was considered accidental.237 Today the global economy
creates opportunities for smaller enterprises to benefit from fast finding, processing and usage of
information to exploit new products, knowledge and go-to-market approaches.
Therefore, internationalisation is of increasing importance for SMEs growth, especially in the case of
constraints in domestic consumption. Such is the case of the Bulgarian SMEs sector – the decrease and
aging of the population as well as the lowest income levels in EU result in small market size with low level
of consumption and purchasing power and with limited opportunities for growth. Furthermore, Bulgarian
SMEs operate under additional market constraints related to public procurement participation and ecommerce usage:
SMEs participants in public tenders are 21.0% (while the EU average is 32.0%) and the share of
SMEs in the total value of public contracts is 32.6% (the EU average is 51.3%). 238
Online exporters to EU represent a considerably small fraction of enterprises (3.4%, while the EU
average is 8.4%), the share of Bulgarian SMEs selling online is 5.5% (while in EU it is 16.6%), those
purchasing online are 6.3% (25.8% in EU), and the SMEs turnover from e-commerce is just 2.0%
(while the EU average is 10.3%).239
Regarding SMEs access to the EU single market, recent developments indicate that the share of
Bulgarian SMEs in industry exporting to EU is 16.7% (close to the EU average of 16.6%), while the
share of those importing from EU is 19.7% (below the EU average of 26.6%).
The situation with the extra-EU trade penetration is relatively worse – the share of Bulgarian SMEs
exporters in industry is 7.8% (while the EU average percentage is 9.8%), and that of importers is
10.9% (the EU average of 11.6%).240
These constraints require implementation of a set of policy measures to effectively encourage Bulgarian
SMEs internationalisation and access to important markets with current low penetration.
Modern concepts of internationalisation go beyond imports and exports of production. According to a
study of the EU Commission on the development of the EU SMEs internationalisation, it includes all types
of activities that involve enterprises in communication and collaboration with international partners –
exports and imports of goods and services, (direct) foreign investments, international cooperation,
technological cooperation, etc.241

Access to foreign markets of Bulgarian enterprises
Foreign trade
Export and import dynamics over the last decade indicated a considerable increase in volumes of
external trade. Total exports of goods and services grew by 144.9% for the period 2009 - 2018, affected
by improvements in the competitiveness of Bulgarian enterprises and positive economic developments.
The latter influenced also the import of goods and services, which increased for the same period by
90.5%. Nevertheless, the observed growth followed a decelerating pace of increase in the period 2011 2016, and external trade developments resulted in negative trade balance. In 2017, the exports increased
significantly by 15.7%, and this positive dynamics continued in 2018 (the annual growth then was 2.6%).
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The international trade of Bulgarian enterprises has been constantly increasing during the last
decade. The exports have more than doubled since 2009, and the SMEs have their role in this
growth.

Figure 30 Exports, imports and trade balance of Bulgaria in the period 2009 – 2018 (billion BGN)
35.0%

59.0
33.0%

30.2%
30.0%

49.0
25.0%

21.6%
39.0
20.0%

15.7%

29.0

14.0%

15.0%

19.0

8.8%

10.0%

7.2%
4.0%

9.0
2.5%

1.4%

1.2%

6.1%

5.0%

2.6%

5.0%

0.9%
-0.7%

-1.0

0.0%

-0.7%
-11.0

-5.0%

2009
Exports

2010

2011

Imports

2012

2013

Trade balance

2014

2015

2016

Exports growth, %

2017

2018

Imports growth, %

Source: NSI

The geographical structure of Bulgarian foreign trade exhibits a strong European bias. In 2018 exports to
EU member states represent 67.3% of total exports, while EU imports account for 63.5% of total imports.
The Balkan countries (Albania, Bosnia and Herzegovina, Republic of North Macedonia, Serbia and
Turkey) maintain a considerable share in Bulgarian foreign trade: 9.3% in total imports, and 11.6% in total
exports. CIS countries (Commonwealth of Independent States, including Azerbaijan, Armenia, Belarus,
Kazakhstan, Kyrgyz Republic, Moldova, Republic of Russian Federation, Tajikistan, Turkmenistan,
Uzbekistan and Ukraine) contribute for 11.6% of Bulgarian imports, while exports of goods and services
to this region are 2.7% in total exports. All other countries seem to be less important individual trade
partners for Bulgarian enterprises as their cumulative share of imports is 15.6% and that of exports –
18.3%.
Figure 31 Exports and imports by main partner countries of Bulgaria in 2018, %
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In 2018, approximately one third of the total imports and exports were related to the EU member
states. The Balkan countries accounted for about 10% in Bulgarian foreign trade.
Key questions which need to be addressed by the policymaking are:
Which markets have considerable potential for expansion of Bulgarian exports?, and
What quantitative objectives could be achieved through policy support?
Over the period 2009 – 2018 the structure of exports by product evidenced an increasing positive
contribution of machinery and transport equipment, which in 2018 covered 22.6% of total exports. The
increase of its share was by 5.7 p.p. and the overall growth rate of relevant exports was 228.1%. Another
key product group in the exports’ structure was manufactured goods classified chiefly by material, which
represented 23.2% of total exports. The increase of this share for the entire period was negligible (by 0.2
p.p.), although the exports of these manufactured goods indicated a growth rate of 147.2%. All other
goods were characterized by positive export dynamics except for beverages and tobacco.
In 2018 main products in the structure of imports appeared to be machinery and transport equipment
(28.1%), manufactured goods classified chiefly by material (17.2%), and chemical and related products
(14.0%). The greatest reduction in share of total imports was observed in mineral fuel, lubricants and
related materials – in 2018 its share was 13.6%, following a decrease by 6.4 p.p. for the period 2009 –
2018. Nevertheless, the imports of these products in value terms increased by 29.2% for the same
period.
Figure 32 Structure of exports and imports by products (SITC) in 2009 and 2018, %
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Recent data on SMEs access to markets
The 2019 – 2020 PwC SMEs survey indicates that 26.0% of surveyed the SMEs are exporting and 26.2%
In 2018, almost half of the exports and imports were comprised of machinery and transport
equipment, and manufactured goods.
Key question which need to be addressed by the policymaking is:
For which products there is a potential as well as a capacity for higher level of exports?
are importing goods and services. Smaller enterprises export considerably less compared to bigger ones
– 15.9% of micro, 32.0% of small and 69.8% of medium-sized enterprises report to have exported goods
and services over the past 12 months. Quite similar is the case regarding imports of goods and services.
Figure 33 Participation in trade exhibitions, imports and exports of Bulgarian SMEs, 2020
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On average, one in five SMEs (19.8%) has participated in international trade fairs and exhibitions during
2019. As shown in Figure 35, microenterprises are less active in this respect compared to small and
medium-sized enterprises.
More than half of the SMEs assess their exports to be with low (or rather low) value added – 55.2%, and
the remaining share of enterprises (44.8%) report their exports to be with high (or rather high) value
added.
Overall, about one third of SMEs are undertaking internationalisation-related activities, but three types of
activities surveyed seem to be more popular than the rest, namely the adoption of foreign practices,
foreign technologies and international standards.242 As shown in Figure 36, the most spread activity is the
adoption of foreign practices in the field of management and marketing – one in three enterprises has
introduced such, followed by the adoption of foreign technology (for manufacturing of products or delivery
of services) and of international standards, which are presently used by one quarter of the enterprises,
respectively.
Far less spread appears to be the transfer of own management and marketing practices to foreign
enterprises (reported by one in ten enterprises), and there are even fewer cases of SMEs, which have
transferred their own technology abroad. The share of foreign participation in the capital (via equity stake)
or in the management of SMEs is very low, as are the equity investments in foreign enterprises.

242

Reliability statistics for this group of questions is very high (Cronbach's Alpha is 0.775).
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Figure 34 Internationalisation-related activities of Bulgarian SMEs
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Low levels of foreign participation in the capital or in the management of the SMEs determine low
level of adoption of (leading) foreign technologies and good practices, as well as of international
standards.
All these impose further constraints concerning exporting activities and access to markets,
especially in the case of micro- and small enterprises.
Internationalisation index of Bulgarian SMEs
In 2011, 2012 and 2013243 the internationalisation of Bulgarian SMEs has been measured through an
index called Internationalisation index, which was introduced in the annual SMEs analysis commissioned
by BSMEPA244. The index defines an enterprise with a high level of internationalisation activities, if it
participates in specialised international events (trade exhibitions, fairs, etc.) with the objective to promote
its own production or to liaise with new business partners, and intensively imports and exports goods and
services.
For the purposes of the present analysis, the same index has been applied, so that certain dynamics in
this respect could be traced for the period 2011 – 2020.
Over the last decade, slow gradual improvement in internationalisation activities was observed. The share
of SMEs with very low level of internationalisation activity has dropped from 94.5% in 2011 to 66.9% in
2020.

243

In 2013, the SMEs index value was calculated only for manufacturing enterprises, that is why in this analysis comparison figures
include only the years of 2011, 2012 and 2020.
244
Simeonova-Ganeva, R., Vladimirov, Z., Boeva, M., Panayotova, N., Ganev, K. and Peneva, R., 2011. Analysis Of The Situation
And Factors For Development Of SMEs In Bulgaria: Smes In The Crisis Context. Sofia: Bulgarian Small and Medium-sized
enterprises Promotion Agency, Ministry of Economy, Energy and Tourism.
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Figure 35 Distribution of SMEs (%) by Internationalisation index categories (2011, 2012 and 2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations

At present one in three SMEs is characterized with relatively higher level of internationalisation activity.
Over the period 2011 – 2020, growth was observed for the category of enterprises with rather low level of
such activity (from 3.0% to 9.4%), for those with moderate level (from 2.0% to 13.5%), and for the ones
with rather high level of internationalisation activity (from 0.2% to 5.6%). The overall increase in these
three categories amounted to 23.3 p.p., indicating for a net positive shift in every fourth enterprise.
The only negative trend observed is the one for the index category very high level of internationalisation
activity, which declined by 1.3 p.p. from 2012 to 2020.
As shown in Figure 38, microenterprises tend to be considerably less internationalised than bigger ones.
At present, the mean value of the Internationalisation index for micro SMEs is 12.7 – about three times
and a half less than the mean value for medium-sized enterprises (44.1), and approximately two times
less than that for small enterprises (23.8). Noteworthy, certain declines of mean index were observed
over the period 2011 – 2020. On one hand, the biggest drop was in the mean value of the index for
microenterprises, followed by that for medium-sized enterprises. On the other hand, the mean value for
small enterprises has slightly increased.
Figure 36 Mean values of the Internationalisation index by enterprise size class (2011, 2012 and 2020)
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However, if we take 2012 as the base year for comparison, the trend indicates rather considerable
decrease in the mean values for all size classes. On average, there was a deterioration in
internationalisation activities of all SMEs.
The analysis by regions shows that for the period 2011 – 2020 an improvement in internationalisation
activity was observed in two Bulgarian regions (NUTS 2 level), namely the South Western and the North
Western (where the change was really significant), while all other regions scored a decline in the mean
value of the Internationalisation index. At present, the region with lowest level of this activity is the South
Eastern, and with the highest level – the South Central region. Nevertheless, in 2020, the differences
across regions are relatively small.
Figure 37 Mean values of the Internationalisation index by regions (2011, 2012 and 2020)

Very low level of
internationalisation activity, 18.0

South Western

Rather low level of internationalisation activity, 31.7
Rather low level of internationalisation activity, 20.6

Rather low level of internationalisation activity, 32.0

South Central

Rather low level of internationalisation activity, 35.6
Rather low level of internationalisation activity, 24.8

Very low level of internationalisation activity, 20.0

South Eastern

Very low level of internationalisation activity, 20.0

Very low level of
internationalisation activity, 15.2

Very low level of
internationalisation activity, 19.0

North Eastern

Moderate level of internationalisation activity, 45.1
Very low level of
internationalisation activity, 17.0

Very low level of
internationalisation activity, 19.0

North Central

Very low level of
internationalisation activity, 19.0
Very low level of
internationalisation activity, 18.5

Very low level of internationalisation activity, 5.0

North Western

Very low level of internationalisation activity, 5.0
Rather low level of internationalisation activity, 20.9

2011

2012

2020

Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations
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Profile of the exporting SMEs
The 2019 – 2020 PwC SMEs survey indicates that educational attainment of the owner matters
for the successful realisation of exports – 85.0% of the entrepreneurs, whose SMEs have
exported products or services over the last 12 months, hold a bachelor or master degree*.
Exporting entrepreneurs identify their business activities as related to technology
entrepreneurship (53.6%) as well as to digital entrepreneurship (16.7%). Gender, age, region and
type of settlement do not seem to have a statistically significant impact on exporting activities.
The SMEs, which have registered exports in 2019, have the following profile:
-

Every fourth of them operates in the manufacturing sector (25.6%);

-

Every third of them is a microenterprise (34.3%) and every fourth – a medium-sized
enterprise (27.6%).

In addition, as shown in Figure 40 below, successful exports are very much related to the overall
development of competitiveness at the enterprise’s level. In particular, factors which matter most
are: access to finance, digitalisation and ICT adoption, registration of trademarks and patents,
and innovation activities.
Nevertheless, the most influential determinant is the intensity of the internationalisation activities
– there is a strong relation between the SMEs participation in foreign exhibitions/fairs and their
realization of exports and imports.
*Note: Presented profile characteristics are statistically significant at level < 0.05 (based on Chi-square test).

Figure 38 Mean values of the competitiveness indexes by exporting and non-exporting SMEs (2020)
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Barriers and determinants of better access to markets
Barriers and obstacles
Among the main barriers to SMEs internationalisation in the EU 245, which are confirmed by the present
analysis are the following: high cost of getting access to foreign markets, problems of insufficient financial
resources, difficulties with getting access to information, lack of support from public institutions, and
obstacles associated with transport infrastructure and arrangements.
The availability of adequate information on programs promoting internationalisation of enterprises is still
low for enterprises in Bulgaria – about one in four SMEs reports that BSMEPA effectively supports their
activities (23.1%), while 76.9% of entrepreneurs say that information and public services of this main
public institutions are not providing support to their businesses. These barriers lead to relatively low and
declining levels of participation in international trade exhibitions and fairs.
Besides these external to the enterprises obstacles, export capacity of Bulgarian enterprises is also
affected by key internal factors, namely labour productivity and overall competitiveness of the SMEs. The
low level of labour productivity is directly resulting from the outdated machines and technologies used in
the enterprises. The overall competitiveness refers to all factors discussed in the present analysis (access
to finance, digitalisation and skills, and innovation activities), but the one recognised the most by all
enterprises is the lack of human resources, and the deficit of particular skills and competences,
preventing business growth and market expansion. Since every enterprise in Bulgaria is competing with
all EU-28 SMEs both on domestic and European markets, these internal factors are of an increasing
importance for the SMEs sector development.246
Other internal to the enterprises barriers are lack of skills and competences needed for successful
internationalisation (among entrepreneurs, managers and staff), in areas such as marketing, market
research and analysis competences, commercial negotiations, business communications, etc.
Finally, a key issue which should not be underestimated247 is the fact that exports are exogenously
determined within a small open economy (such as Bulgarian). That means that the volume of exports,
including that of SMEs, is affected by business cycles and market trends in the economies of Bulgarian
trade partners and in the international markets (for example, a decline in the EU growth rate would have
an impact on most of the markets concerning the Bulgarian economy, and would subsequently inevitably
affect domestic economic developments, including volume of imports and exports, and country trade
balance).
Concerning the access to domestic markets of Bulgarian SMEs, the most reported issues 248 include
limited participation in public procurement, relatively low-income levels (especially in the less developed
regions), aging consumers with even lower income levels, underdeveloped road infrastructure and
transport services, lack of rule of law on local level and presence of unregistered economy, etc. Some of
these obstacles could be addressed through adequate policies in the short run, some require a long-term
strategy. Nevertheless, the most relevant for the policymaking are the interventions aimed at higher level
of participation in public procurement, which could considerably improve the access to domestic markets
of Bulgarian SMEs.
Factors that could trigger internationalisation of SMEs
Empirical evidence249 shows that an internationalised enterprise usually starts being one with a standard
first step – firstly, it has to import product and services before it exports such. Therefore, promotion of
exports should also consider activities which lead to a greater level of internationalisation, and not
necessarily to a higher level of exports. Such activities could be related to search for information,
identification and communication with potential trade partners (concerning both imports and exports), and
could complement traditional support in promotion of produced goods and services by Bulgarian SMEs. A
justification of such broader approach is provided by the findings in the present analysis – they show that
245

European Commission, EIM Business & Policy Research, 2010. Internationalisation of European SMEs. Brussels: DG Enterprise
and Industry.
246
These conclusions are based on findings of the qualitative survey conducted for the purposes of the present analysis (series of
regional in-depth interviews with SME representatives).
247
As it is usually done in the process of determining policy targets regarding export promotion.
248
Based on the findings from 2019-2020 PwC SMEs survey.
249
Based on 2019-2020 PwC SMEs survey results.
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two thirds of Bulgarian SMEs are characterised by a very low level of internationalisation – mostly due to
the fact that they are not able to overcome the obstacles described above.
A determinant for overcoming negative trends is the provision of assistance in finding foreign partners
and relevant information about specific non-tariff barriers in different foreign markets, and support in
utilisation of e-commerce options. Internet solutions and online trading could contribute to the overcoming
of some of the constraints (especially those related to low-incomes and underdeveloped road
infrastructure and transport services, since it allows access to other, more developed markets) and thus
would allow Bulgarian enterprises to increase sales in new internal and external markets. Nevertheless, a
major issue in e-commerce development is lack of consumer confidence in the quality and security of etrade services and online payments.Therefore, in the first place, a trigger for SMEs internationalisation
could be extensive export promotion policy, including:
provision of adequate and up-to-date information about foreign markets;
effective support for participation in international trade events;
support for the establishment of specialised web portals for promoting products and services of
Bulgarian enterprises;
promotion of e-commerce among smaller SMEs (including measures for raising levels of quality and
security of e-trade services).
Another key issue for trade in foreign markets is the limited production capacity, which prohibit
enterprises to successfully produce and deliver demanded quantities of their products and services in the
long-term. To a certain extent, this limitation could be partially overcome by considerable investments in
up-to-date machines, equipment, new technologies, and digitalisation (which are recognised as needed
for most of the SMEs in Bulgaria250).
Finally, a solution for increasing the level of internationalisation is the provision of trainings and promotion
of specialised formal (yet, practically oriented) education for managers and executive staff in business
administration, strategic management, etc.

250

Further analysis in this respect is provided in the section devoted to Innovations and technological development in the present
analytical report.
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Digitalisation and skills
Digitisation is the process of converting information into a digital format, whereas digitalisation refers to
the use of digital technologies to change a business model and provide new revenue and value-producing
opportunities251. It is key to enable data processing, digital storage and transmission, and data analytics.
Digitalisation is at the heart of the further technological development of all economic sectors, e.g. through
automation of different business process and implementation of AI-based solutions. Prerequisites for
SMEs sector digitalisation are ICT usage and availability of human capital with well-developed ICT skills,
analytics skills, specific professional skills as well as soft skills. These provide for both digitalisation itself
and the effective contribution of hi-tech implementations for SMEs business performance.
Figure 39 SMEs potential benefits from digital technologies
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ICT usage of Bulgarian SMEs
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‘In: Gartner Glossary. 2020. Digitalisation. [online] Available at: <https://www.gartner.com/en/informationtechnology/glossary/digitalization>.
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International data on the digital economy in Bulgaria
According to the latest release of the Digital Economy and Society Index (DESI) 252, and its digital-agendarelated indicators, in 2019, Bulgaria was the least developed EU member state. There was a slight
increase of DESI score for Bulgaria over the period 2017-2020, yet its values are far below the EU28
average in the field of digital performance and digital competitiveness.
Bulgaria scores the lowest levels in connectivity (based on indicators related to the types of broadband
used)253 and integration of digital technology (based on indicators related to business digitalisaiton, ecommerce, and electronic information sharing) 254 among all EU member states and takes the penultimate
place in usage of internet255 (followed rather closely by Romania).
For the period 2014 – 2019 the most considerable positive developments in Bulgaria, indicated in DESI,
have been in the field of connectivity and digital public services256. Still, the latter has a considerable
potential for development, especially at regional and local level since Bulgaria has one of the lowest
scores on the index concerning the provision of government services online in the EU 257. The greatest
gap compared to the EU average levels refers to the integration of digital technology, for which Bulgaria
shows almost no progress over the recent years.
Nevertheless, some recent data from the EIB Investment Survey 2019 258 indicates that the Bulgarian
enterprises are relatively well developed in the field of internet-of-things (IoT)259, but are lagging behind in
automation, advanced robotics, cognitive technologies and augmented or virtual reality.
One of the determinants of this lagging behind compared to all other EU countries is the continuous since
2014 low level of formation of Internet user skills as well as advanced skills and development – Bulgaria
ranks in the bottom position regarding the human capital component of DESI. In compliance with these
DESI findings, other sources also reveal substantial issues with available human resources:
Most of the SMEs in the EIB Investment Survey (85.0%) reported that availability of skilled staff has
been a long-term barrier for their development.
The 2019 SBA Factsheet reports that the share of Bulgarian SMEs with ICT experts was 18.7%
(similar to the EU-28 average of 18.0%), while that of SMEs providing ICT training to employees was
rather lower – 8.0% (while the EU-28 average is 21.2%).

252

The DESI index is comprised of six components, namely: Connectivity, Human Capital/Digital skills, Use of Internet Services by
citizens, Integration of Digital Technology by businesses, Digital Public Services, Research and Development ICT
253
The connectivity dimension measures the deployment of broadband infrastructure and its quality. Access to fast and ultrafast
broadband-enabled services is a necessary condition for competitiveness.
254
The Integration of Digital Technology dimension measures the digitalisation of businesses and e-commerce. By adopting digital
technologies, businesses can enhance efficiency, reduce costs and better engage customers and business partners. Furthermore,
the Internet as a sales outlet offers access to wider markets and potential for growth.
255
The Use of Internet Services dimension accounts for a variety of online activities, such as the consumption of online content
(videos, music, games, etc.) video calls as well as online shopping and banking.
256
The Digital Public Services dimension measures the digitalisation of public services, focusing on eGovernment and eHealth.
Modernisation and digitisation of public services can lead to efficiency gains for the public administration, citizens and businesses
alike.
257
Official Website of the European Commission. 2019. The Digital Economy And Society Index (DESI) - Shaping Europe’S Digital
Future - European Commission. [online] Available at: <https://ec.europa.eu/digital-single-market/en/desi>
258
EIB Group, 2019. EIB Group Survey On Investment And Investment Finance 2019. Country Overview: Bulgaria. EIB Investment
Survey (EIBIS). Luxembourg: EIB Group.
259
The internet-of-things is a system of interrelated computing devices, mechanical and digital machines, objects, animals or people
that are provided with unique identifiers (UIDs) and the ability to transfer data over a network without requiring human-to-human or
human-to-computer interaction. In the EIB survey, the IoT applications are defined as internet linked devices, vehicles, and
appliances that can collect and share data without need of human interaction. (EIB 2019, p. 1)
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Table 27 DESI data on Bulgaria and EU-28 (2017 – 2019)
Bulgaria

EU-28

rank

score

score

DESI 2019

28

36.2

52.5

DESI 2018

26

35.5

49.8

DESI 2017

27

32.4

46.9

Source: EC, Digital Scoreboard

Figure 40 Selected DESI components across EU member states, 2019 (index values)
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Figure 41 Dynamics of DESI components for Bulgaria, 2014-2019 (index values)
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Recent data on SMEs application of ICT
The 2019 – 2020 PwC SMEs Survey conducted for the purposes of the present analysis is focused on
specific to the Bulgarian context ICT uses (which, in addition to the established EU indicators, provide for
a more detailed exploration of the digitalisation). Its results indicate that slightly over half of the
enterprises have their own website and company profile on social networks. Availability of electronic
signature of the managers and owners is rather popular among SMEs – 76.5% are using such. The most
popular internet application at present is the internet/mobile banking – 82.5% are using such (regardless
of whether they are actively banking through it or not). However, options for e-commerce are yet to be
developed – online orders and sales of company products and services are utilised by 37.3% of SMEs,
and available solutions to receive payments through online services (epay, PayPal, etc.) are used by
28.4%.
Figure 42 Usage of Internet-related applications by SMEs
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SMEs usage of automated control systems is rather low. The most frequently used are information
security systems260 (43.7% of the enterprises report that they are using such), accounting management
systems (43.3%), and warehouse, product and inventory management systems (36.4%). Between 12.0%
and 15.0% of the SMEs indicate that they use other types of automated systems (CRM, HRM, SCM,
ERP, etc.). Almost half of the enterprises (47.8%) report that they have software solutions specifically
tailored to their business to partially or entirely support production process.
Figure 43 Usage of automated control systems by SMEs
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ICT index of Bulgarian SMEs
In 2011, 2012 and 2013261 ICT usage of Bulgarian SMEs has been analysed through the ICT index,
which was introduced in the annual SMEs analysis commissioned by BSMEPA 262. The index defines an
enterprise with high level of ICT usage as such, which has implemented (almost) all contemporary and
most popular on global level internet applications and automated control systems.
For the purposes of this analysis the same index has been applied, so that certain dynamics in this
respect could be traced for the period 2011 – 2020.
Despite DESI indicators mark a considerable slowdown and lagging behind of the Bulgarian SMEs
compared to the EU SMEs, the overall usage of ICT in the sector has improved. During the last decade, a
progress was observed for micro-, small and medium-sized enterprises.
In 2011, 73.5% of the SMEs had very low level of ICT activity, while their share in the beginning of 2020
was almost three times smaller (27.2%). At present, roughly one in ten enterprises has a rather high level
of ICT activity (9.7%) and roughly one in twenty has a very high level of ICT activity (4.0%). Over the
years there has been a steady shift towards more intensive usage of ICT by enterprises.
Figure 44 Distribution of SMEs (%) by the ICT index categories (2011, 2012 and 2020)
73.5%

42.3%
38.9%
30.7%
27.2%
20.5%
15.5%

14.3%
8.5%

8.3%

9.7%

1.9%
Very low level of ICT
activity
2011

2012

Rather low level of ICT
activity

Moderate level of ICT
activity

Rather high level of ICT
activity

0.9%

4.1%

4.0%

Very high level of ICT
activity

2020

Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations

Smaller enterprises remain with relatively lower level of ICT usage, compared to bigger enterprises. Over
the last decade, the mean value of the ICT index has doubled for microenterprises (from mean value of
13 to mean value of 31), yet on average their activity is still at rather low level. The same trend has been
followed by small enterprises – the mean value of the index has raised from 22 to 42 for the period 20112020 and a shift towards moderate level of ICT activity was observed. Counterintuitively, the ICT
penetration among medium-sized enterprises has not increased over the observed period. These
enterprises are indicating no significant improvement in this respect – there was a negligible increase in
the index mean values (from 56 to 57), which puts them in the same index category as the small
enterprises.
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In 2013, the SMEs index value was calculated only for manufacturing enterprises.
Simeonova-Ganeva, R., Vladimirov, Z., Boeva, M., Panayotova, N., Ganev, K. and Peneva, R., 2011. Analysis Of The Situation
And Factors For Development Of SMEs In Bulgaria: Smes In The Crisis Context. Sofia: Bulgarian Small and Medium-sized
enterprises Promotion Agency, Ministry of Economy, Energy and Tourism.
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Figure 45 Mean values of the ICT index by enterprise size class (2011, 2012 and 2020)
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For the period 2011 – 2020 an overall improvement in the ICT usage was observed across all Bulgarian
regions (NUTS 2 level). At present the region with lowest level of ICT usage is the North Western and
with the highest mean value of the index – the South Western. The inequality between these two regions
is considerable – the mean index values of the former is 60% of that of the latter. In 2020 SMEs in all the
regions remain with rather low level of ICT activity, except for the ones in the South Western region,
where SMEs indicate moderate level of ICT activity.
These developments place the North Western region in the bottom, and the South Western
region in the top rank – the ICT usage is no exception concerning observed regional inequalities.
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Figure 46 Mean values of the ICT index by regions (2011, 2012* and 2020)
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Barriers and determinants of digitalisation
Barriers and obstacles
The SMEs face a range of barriers in adopting ICTs and other digital technologies 263, such as:
Limited human and organisational capital;
Lack of skilled people to operate new digital technologies;
Lack of resources to implement digital solution and to train the necessary ICT-operating workers;
Lack of management that can help SMEs make the most of the new technologies;
Lack of appropriate (open) standards and fears of vendor lock-in, often due to proprietary solutions;
Lack of know-how about advanced ICTs such as cloud computing, data analytics, and the IoT;
Lack of trust in the digital economy, to a large extent due to the increasing digital security risks and
the increasing sophistication of digital security threats;
Data and cyber security, and data privacy concerns, including such related to GDPR;
Deficit of knowledge and awareness of the new business opportunities offered by digitalised business
and work.
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A key finding based on the SMEs surveys conducted is that smaller enterprises prove to be more flexible
to change when it comes to ICT adoption.264 They are more ready to make internal changes to processes
and structures that are needed to deliver the benefits of e-commerce (also due to the fact that they have
rather limited resources for traditional product distribution). If enterprises implement other digital
technologies, then this could result in improved efficiency of production processes and abilities to
innovate products and business models (including using blockchain and AI, Cloud and High Performance
Computing HPC to boost their competitiveness). An advantage in this respect is that on average, a
smaller enterprise needs less funding to introduce a digital solution unlike medium-sized enterprises, for
which the cost is much higher.
In general, Bulgarian SMEs still have reservations about digitalisation of their processes and services.
One of the reasons for these attitudes is that they could hardly afford such additional investments.
Another reason is the fact that many enterprises have no elaborated estimates of benefits and payoff
from potential digitalisation.
Nevertheless, perceptions of entrepreneurs about digitalisation are evolving – from just having a website
to intensive e-commerce applications, ERP systems, automation and AI based solutions. A major barrier
for businesses with high level of ICT awareness is the challenge of integrating existing operating systems
with modern systems, which requires highly skilled human resources at both management and
operational level, well elaborated digital strategy and sufficient funding.
On EU level, traditional SMEs also struggle in adopting a digital business 265. The EC’s SME Strategy for a
sustainable and digital Europe foresees strengthening the role of Digital Innovation Hubs (DIHs) in this
regard. The DIHs role will be to support SMEs by delivering practical and targeted assistance on
digitalisation. In addition, DIHs will be working to ensure that support structures are connected and
therefore, reach out to a larger number of SMEs. The EU supports the collaboration of DIHs to create an
EU-wide network and to facilitate knowledge transfer between regions266.

The EC has carried out several training programmes for new DIHs, one of which is the Smart
Factories in new Member States project. 34 DIHs from 13 member-states in Central and Eastern
Europe were selected and received mentoring and training sessions on different topics (e.g.
market engagement, service design & capability assessment, business model development, etc.).
Bulgarian Innovation and Technology Hub - Bulgarian DigiTecH4.0, InnoCenter BG and
InnoSmartVarna (ISV) were the participants from Bulgaria in the project.
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These conclusions are based on findings of the qualitative survey conducted for the purposes of this analysis (series of regional
in-depth interviews with SME representatives).
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European Commission, 2020. An SME Strategy For A Sustainable And Digital Europe. Brussels: European Commission.
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Official Website of the European Commission. 2018. 34 New Digital Innovation Hubs Selected To Participate In A Training
Programme. [online] Available at: <https://ec.europa.eu/digital-single-market/en/news/34-new-digital-innovation-hubs-selectedparticipate-training-programme>.
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Factors and drivers for ICT development
Factors affecting digital transformation/adoption are 267:
Commitment of top management, their level of IT knowledge and awareness and their attitude
towards innovation and digital transformation;
Availability of skilled personnel, which affects both speed and level of digitalisation;
Access to finance and/or available financial and technological resources.
Market pressures are among the most significant drivers for ICT development. On the one hand,
customers can push SMEs to adopt digital and e-business solutions, so that enterprises become
compatible with the digital systems of their customers. On the other hand, strong competition from other
enterprises could lead to adopting in a much quicker way new ICT tools and technologies. Therefore,
higher level of ICT usage in the SMEs sector and in the economy could be one of the main drivers for
more enterprises will go digital.
Institutional framework and administrative procedures requirements could also force enterprises to
digitalise. In this respect, introducing more and more e-government requirements and practices regarding
software applications, digital information and open data will subsequently lead to ICT upgrade on behalf
of SMEs.
A major consideration the relationship and interdependence between innovation, technological
development and digitalisation. None of these activities is hardly possible without the others. Hence, a
market push on enterprises to innovate as well as implementation of effective policy incentives for R&D
activities would reflect towards higher level of digitalisation.
Finally, a key driver for ICT development is the level of awareness and specific projections of SMEs
regarding associated costs and benefits. Once an enterprise acknowledges that ICT solutions would
increase significantly its productivity and competitiveness as well as its business performance, it becomes
quite determined to do what is necessary to achieve relevant digital transformation.
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Human capital in Bulgarian SMEs
Key Points
Main problems

Identified needs

There is a well-discernible segment of SME business
leaders, who are passive in terms of human resources
development activities, including upskilling and training

Training needs assessments are needed, so that
precise identification of target groups for training and
their training needs in policy design
Need for awareness raising campaigns promoting the
role of training and education

There are time- and financial constraints imposed upon
decision making in enterprises with respect to training
of managers and/or employees

Need for online training platforms and courses to
provide training at anytime, anywhere, at an affordable
price, with consistent quality

Lack of adequate assessment regarding the level of
development of particular skills and competences

Need for online tools to assess the level of
development of key skills and competences;
Need for standards and procedures to validate acquired
skills post-training

Lack of funding for highly specialised training abroad
(which is the only opportunity for advanced training and
has no alternative in the country)

Need for a financial instrument to support highly
specialised training in well-established foreign
institutions / organisations

Almost half of SMEs completed in-house training in
2019 (49%)

More than one-third of SMEs have conducted
external specialized training in the professional field
of the company (38%)

16% of SMEs have had ICT trainings

43% of SMEs use online training platforms to
enhance employee skills

International data on skills and training in Bulgaria
Labour shortage has been gradually increasing over the last decade both in EU and Bulgaria. In 2017 the
issue has become increasingly prominent – the share of employers reporting it as a limiting factor for their
economic activities exceeded its pre-crisis level in 2008. However, this problem is of much higher concern
for Bulgarian enterprises than for the EU ones. Given the negative demographic developments in
Bulgaria, which are an additional constraint on potential labour supply, labour shortage is likely to
continue to affect SMEs growth in the country.
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Figure 47 Share of employers reporting labour shortages as an obstacle to their activities
Bulgaria: main economic sectors

Comparison between Bulgaria and the EU-28
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In 2018 the country performance was among the weakest in the EU regarding availability and
development of skills:268
Share of SMEs, which have trained their employees was 42.2% (vs. EU average of 72,6%);
Share of SMEs providing ICT skills training to their employees was just 8.0% (while the EU average
was 21.2%).
However, the percentage of SMEs employing ICT specialists was 18.7%, slightly higher than the EU
average of 18%.
In 2019 the availability of skilled staff and uncertainty about the future remain the two most cited barriers
to investment in Bulgaria (by 86.0% and 74.0% of enterprises respectively) and EU-wide (by 77.0% and
72.0% of enterprises respectively).269
Recent data on skills and competences of SMEs managers and employees
The 2019 – 2020 PwC SMEs survey indicates that the majority of SMEs consider the level of qualification
of the employees in the enterprise good enough as well as their level of awareness of the good practices
in the sector – 70.2% and 76.8% respectively.
Entrepreneurs do not consider that their staff possesses developed skills in the following surveyed areas
of competence:
Not (well) developed skills in applying for public procurements are reported by two out of three SMEs
(67.5% – considerably more than the share of those indicating developed skills in this area – 18.0%).
Not (well) developed skills in applying for European projects and programmes are reported by 61.4%
of the SMEs (much lower is the fraction of those indicating developed skills in this area – 23.9%).
Not (well) developed skills in developing marketing strategies and action plans are reported by 47.5%
of the SMEs (considerably higher than those indicating developed skills in this area – 29.1%).
Not (well) developed skills in innovation management and development of new products and ideas
are reported by almost half of the SMEs – 47.5% (much higher than the share of those indicating
developed skills in this area – 27.6%).
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Not (well) developed skills in development of human resources strategies are reported by 42.6% of
the SMEs (more than those indicating developed skills in this area – 33.4%).
Not (well) developed skills in crisis management are reported by 39.5% of the SMEs (similar to the
share of those indicating developed skills in this area – 40.3%).
Not (well) developed skills in developing business strategies and plans are reported by 35.1% of the
SMEs (slightly lower than the share of those indicating developed skills in this area – 41.1%).
Though SMEs activities reveal rather low level of development of all analysed factors of competitiveness,
self-assessment of skills and competences shows that entrepreneurs consider their organisations to have
rather developed human resources in many areas:
Presence of (well) developed skills in office application skills is reported by two out of three
enterprises – 65.5% of the SMEs (while the share of those indicating lack of developed skills in this
area is 16.7%).
Presence of (well) developed skills in specialised software skills is reported by more than half of the
SMEs – 56.0% (while the share of those indicating lack of developed skills in this area is 24.2%).
Presence of (well) developed skills in business correspondence is reported again by more than half of
the SMEs – 53.8% (while the share of those indicating lack of developed skills in this area is 24.2%).
Presence of (well) developed skills in information and data analysis skills is also reported by more
than half of the SMEs – 53.8% (while the share of those indicating lack of developed skills in this area
is 23.2%).
Presence of (well) developed skills in business negotiations is reported by most of the SMEs – 53.0%
(while the share of those indicating lack of developed skills in this area is 21.5%).
Presence of (well) developed skills in sales management is also reported by most of the SMEs –
51.3% (while the share of those indicating lack of developed skills in this area is 23.1%).
Presence of (well) developed skills in financial resources management is reported by almost half of
the SMEs – 47.7% (while the share of those indicating lack of developed skills in this area is 29.1%).
Presence of (well) developed skills in supply chain management is reported also by almost half of the
SMEs – 47.5% (while the share of those indicating lack of developed skills in this area is 29.6%).
Presence of (well) developed skills in communication in a multicultural environment is reported by
42.5% of the SMEs (while the share of those indicating lack of developed skills in this area is 33.6%).
Presence of (well) developed skills in conflict management is reported by 41.1% of the SMEs (while
the share of those indicating lack of developed skills in this area is 31.1%).
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Figure 48 Self-assessment of skills and competences developed within the enterprise
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The discrepancy between self-assessment270 and observed developments (in the SMEs sector; in the
reported labour shortages and skills-related concerns; in the update of relevant university curriculum; in
the quality of education in the country, etc.) reveals that, to a certain extent, Bulgarian entrepreneurs do
not have adequate information about the level of skills and competences actually needed and used in
global markets and consequently may not have full awareness of the actual gaps that exist in their
organisations. This phenomenon could contribute to further explanation of the observed very low levels of
vocational trainings, life-long learning and other SMEs training activities in Bulgaria compared to EU-28.
In 2019 less than half of the managers and employees (48.7%) have participated in in-house trainings on
general activities. External specialised training in the professional field of activity of the company have
been provided by 38.1% of the enterprises. One in five SMEs (22.9%) reported that they have delivered
external specialised management and sales trainings to their staff. ICT application trainings have been
organised by much lower share of the enterprises – 16.2%.

270

The reliability statistics for all relevant questions (17 items in total) shows a very high level of reliability (Cronbach's Alpha is
0.972).
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Figure 49 Participation of managers and employees in trainings over the last year (% of SMEs)
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Source: 2019 – 2020 PwC SMEs Survey

When it comes to benefits from potential trainings, only training on company-specific activities has been
singled out by the majority of enterprises – 53.7% of SMEs consider it would be beneficial to the
enterprise if managers are trained and 50.7% report it would be good if employees are trained. All other
surveyed fields of potential training are considered as useful by less than a half of the SMEs. Noteworthy,
slightly greater fraction of entrepreneurs perceives training of managers as beneficial (than the share of
those who report training of employees is useful to the enterprise). The only exception in this respect is
the case of foreign language training. The least recognised need for training is the one in activities related
to export – an interesting finding, considering the relatively low level of internationalisation, share of
exporting SMEs and limited opportunities for domestic market expansion.271
Figure 50 Share of SMEs, which reported that they would benefit from a specific training (if provided
to managers, and if provided to employees), %
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The reliability statistics for all relevant questions (14 items in total) shows a very high level of reliability (Cronbach's Alpha is
0.920).
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Human resources and development (HRD) index of Bulgarian SMEs
In 2011, 2012 and 2013272 HRD development of Bulgarian SMEs has been analysed (in the context of
best practices) through a HRD index, introduced in the annual SMEs analysis commissioned by
BSMEPA273. The index defines an enterprise with high level of HRD activities as such, which considers its
staff is well qualified and has provided trainings to its managers and employees over the past year. For
the purposes of this analysis the same index has been applied, so that certain dynamics in this respect
could be traced for the period 2011 – 2020.
Over the last decade, a considerable decline in the HRD activities was observed. In 2011 10.2% of the
SMEs had very low level of HRD activity, while their share in the beginning of 2020 was almost two times
and a half greater (24.8%). This negative trend is accompanied by decreases in the shares of SMEs with
rather low level and moderate level of HRD activity – respectively, from 54.3% to 26.7%, and from 31.4%
to 20.7% (for the period 2011 – 2020). Nevertheless, a positive shift is observed regarding enterprises
with higher level of HRD activities. The share of SMEs with rather high level of HRD activity has
increased from 4.9% to 11.8% and that of SMEs with very high level of HRD activity – from 0.2% to
16.1% (for the same period). Thus, at present a polarisation in this respect is observed. On the one hand,
half of the enterprises are rather active in terms of HRD (about one in three enterprises is highly active in
HRD and one in five is moderately active). On the other hand, every other enterprise is not actively
involved in HRD.
Figure 51 Distribution of SMEs (%) by the HRD index categories (2011, 2012 and 2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations

Microenterprises indicate a slight improvement in HRD activities, while small and medium-sized
enterprises have marked a slowdown in this respect. As a result, in 2020, the mean index value for
microenterprises (amounting to 44) is higher than that of small enterprises (which has declined from 51 to
42 for the period 2011 – 2020). The decrease in the mean index values for medium-sized enterprises is
rather small – from 59 to 54.
A reference to two statistical sources, namely The National Agency for Vocational Education and Training
(NAVET) and The National Statistical Institute (NSI), also confirms that there is a decline in the number of
people who undertook vocational/professional training in 2012, 2018 and 2019 in all officially registered
vocational schools and training centres – public and private, as follows:
NAVET reports274 that for 2012 the number of people who undertook Profession Qualification Level
(PQL) training and Partial qualification level training (modules from PQL) in all Bulgarian vocational
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In 2013, the SMEs index value was calculated only for manufacturing enterprises.
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education centres, licensed by NAVET, amounted on 99 158 trainees, while the total number of
people who undertook the same trainings in 2019 amounted on 79 893 people – a decline of 19.4%;
NSI reports275 that for 2012 the number of people who attained a Professional Qualification Level
(PQL) in Bulgaria in total amounted on 27 896 people, while in 2018 this figure was 26 921 people – a
decline of almost 1 000 people.
On average, HRD activities at present do not seem affected by the enterprise’s size. All enterprises are
characterized by the same index category, namely moderate level of HRD activity. This finding is
corresponding to the high scores of self-assessments of skills and competences within the enterprises
provided by entrepreneurs and the rather pessimistic attitudes regarding benefits from trainings.
Figure 52 Mean values of the HRD index by enterprise size class (2011, 2012 and 2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations

For the period 2011 – 2020 an overall improvement in the HRD activity was observed in all South regions
and a deterioration in two out of three North regions (except for North Eastern region). At present, the
region with lowest level of HRD activity is the North Central. In 2020, the highest mean value of the HRD
index is observed in the South Central region. SMEs in North Western and North Central regions remain
with rather low level of HRD activity, while those in North Eastern, South Eastern, South Central and
South Western regions indicate a moderate level of HRD activity.
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Figure 53 Mean values of the HRD index by regions (2011, 2012* and 2020)
Moderate level of HRD activity, 43
South
Western

Moderate level of HRD activity, 44
Moderate level of HRD activity, 48
Rather low level of HRD activity, 30

South Central

Moderate level of HRD activity, 41
Moderate level of HRD activity, 54
Moderate level of HRD activity, 42

South Eastern
Moderate level of HRD activity, 43
Rather low level of HRD activity, 40
North Eastern

Moderate level of HRD activity, 48
Moderate level of HRD activity, 45
Moderate level of HRD activity, 49

North Central
Rather low level of HRD activity, 36
Moderate level of HRD activity, 44
North Western
Rather low level of HRD activity, 38
2011

2012

2020

Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations
* Note: no 2012 data is available for three of the regions

Barriers and determinants of skills formation
Barriers and obstacles
To a certain extent, the SMEs view regarding negative labour market trends is not reflected in their
approach to HRD. On the one hand, entrepreneurs point out the problem of labour shortages and skillsrelated concerns as being a major one. On the other hand, the majority of them consider the level of
qualification of their employees good enough. When it comes to benefits from potential trainings, most of
the latter are considered as useful by less than a half of the SMEs. This discrepancy leads to further
deterioration of skills shortages, and lack of qualified specialists. Therefore, a hamper for the SMEs
sector development appears to be the attitudes of this well-discernible segment of SME business leaders,
who are passive in terms of staff training.
A key determinant affecting the discrepancy above is the lack of adequate assessment regarding the
level of development of particular skills and competences. This is mainly due to the low quality of
education in the country. To a certain extent, Bulgarian entrepreneurs do not have adequate information
about skills and competences actually needed and used in global markets. This information and
awareness gap prevent applications of adequate HRD strategies in the SMEs.
Other barriers relate to financial and time constraints imposed upon decision making in SMEs with
respect to training of managers and/or employees. The enterprises have insufficient funds to provide for
adequate trainings of high quality. This is especially valid in the cases of highly specialised training
abroad (which is the only opportunity for advanced training and has no alternative in the country). Also,
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the entrepreneurs experience problems to re-schedule business activities and adjust to training
programmes.276
Factors and drivers for skills development
Main factor which could change the attitudes of entrepreneurs towards the importance of HRD is the
availability of online tools for self-assessment which would contribute for more adequate perceptions
regarding the level of development of particular skills and competences with the SMEs.
In its Key issues for digital transformation report OECD points out the role of digital technologies, and
especially e-learning (online training) in contributing to resolve the issue with the skills and
qualifications277. Therefore, a driver for fostering skills formation in SMEs is the intensive application of
online trainings. The 2019 – 2020 PwC SMEs Survey indicates that a considerable fraction of SMEs
(47.2%) use the opportunities of online training platforms to improve the qualification of managers and
employees. Hence, in spite of the proliferation of the e-learning platforms for enterprises’ training needs
still more than half of the enterprises have never used training opportunities through online platforms.
This points out that systemic coordinated measures are needed in order to maximise the use and the
potential of the online training for more effective and efficient training in the enterprises, allowing them not
only to ensure good training, but also to save resources, to afford (more) trainings, and to enable training
to employees and managers without separating them from their working duties.
Another factor which could considerably facilitate the entrepreneurs is development and usage of a
system for validation of professional skills and competences at national level. Professional certificates
issued by an official authority who is responsible about the quality and relevance of the validation
procedures would help managers in the decision-making process when it comes to recruitment and
investments in training and education.
In summary, it can be said that consistent and systemic efforts are needed at national level to boost and
increase the HRD activities in SMEs, following a possible model like that:
Development of a
national competence
(self)assessment
system and
instruments

Development and
access to a
nationally-wide online
training system(s)
and courses/modules

Development of
national independent
system for validation
of professional skills
and competences

Implementaton

EU SMEs report the availability of skilled staff or experienced managers as the most important problem
faced by them in recent years (26% in 2019)278. Though the member-states and social partners are the
key players to respond to specific labour market needs, the EC plans on developing ‘Digital Crash
Courses’ for SMEs279. These will target upskilling SME employees in the areas such as AI, cybersecurity,
or blockchain. DIHs will act as intermediaries between SMEs and universities/training providers at the
local level. In addition, the updated Skills Agenda for Europe will include dedicated component for SMEs,
underpinning the importance of vocational education and training (VET) in providing the needed skills to
the labour market.
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Based on findings of the qualitative survey conducted for the purposes of the current analysis (series of regional in-depth
interviews with SME representatives).
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OECD, 2017. Key Issues For Digital Transformation In The G20. Berlin: OECD.
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European Commission, 2020. Identifying and Addressing Barriers to the Single Market. Brussels: European Commission.
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European Commission (2020). An SME Strategy for a sustainable and digital Europe. COM(2020) 103 fin
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Database for dual training companies
With Ordinance RD-04-4 dated 8 November 2019 of the Minister of Economy, a new ICT database of
employers who meet the requirements for offering places for work-based training (i.e. dual training) was
established. The idea is to encourage, promote and support dual training in Bulgaria. The database could
serve as an intermediary fostering cooperation between employers and VET providers. It is publicly
available and contains information on:
•
•
•
•

the name of the employer, type and size of the company, contact data;
professions on offer for dual training, number of places provided, workplace address;
data on cooperation with VET providers: name of the contracted provider, number of trainees already
in training, professions;
number of available places for dual training.

Integration of the Key competences for lifelong learning in the Bulgarian industry
The integration of the European Key competences for lifelong learning in the Bulgarian industry is
implemented through the Bulgarian Industrial Association (BIA), via the Bulgarian National Qualification
Framework.
Already in 2010 BIA started the dedicated project “Development and implementation of an information
system for evaluation of the competences of the workforce by branches and regions”. From 2010 to 2015
the developed unique for Bulgaria online information system “MyCompetence” 280 achieved the following
results281:
•
•
•
•
•
•

Professional standards for near 500 occupations and more than other 1000 occupations close to them;
Competences catalog for 20 sectors of the economy, including 3560 defined competences and 37700
behavioural models;
530 evaluation instruments for assessment of the competences;
E-platform for development of competence models for enterprises;
E-learning platform and video lessons for competences development;
Catalogue with development resources (4200 training organisations and programmes, specialised
literature for self-preparation, etc.)

In the “Clusters of competences”282 section within “MyCompetence” portal, currently there are 16 clusters
that group competences by content domains.283:
The developed competences and the instruments for their assessment are applied in the industry and also
are objects for negotiation and acceptance both from the vocational education sector, and from the higher
education institutions that prepare specialists for the respective industries of the country.
“Dual Education for the Modern Requirements and Needs of Society” (DOMINO) Project
The DOMINO Project was implemented over the 2015-2019 programming period. It was financed by the
Swiss Confederation under the Bulgarian-Swiss Cooperation Programme. The project was carried out
jointly by the Bulgarian Ministry of Education and Science, The Ministry of Labor and Social Policy and the
Ministry of Economy. The main project partners are the Swiss Federal Institute for Vocational Education
and Training and the Bulgarian-Swiss Chamber of Commerce.
By introducing the Swiss experience and know-how in the area of dual-track vocational education, the
project aimed to create a replicable educational model and develop the necessary capacity to apply the
dual-track vocational training system in Bulgaria. Since 2015 the project has involved 1 600 students in 32
VET schools in 19 cities across the country. Education based on the dual-track model is done for a total of
12 professions. Project partners include over 170 Bulgarian and foreign companies.

280

Official Website of MyCompetence. 2020. National Competence Assessment System MyCompetence. [online] Available at:
<https://en.mycompetence.bg/>.
281
Official Website of the Bulgarian Industrial Association, 2020. БСК Приключи Успешно Проекта За Mycompetence. [online].
Available at: <https://www.bia-bg.com/news/view/17522/>.
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Official Website of MyCompetence. 2020. National Competence Assessment System MyCompetence. [online] Available at:
<https://en.mycompetence.bg/>.
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The access to the competence clusters requires user registration
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At the initial phase of the project stakeholders shared that one of the downsides of the current VET system
in Bulgaria is the often-outdated curriculums which don’t correspond to the modern business requirements.
By the end of the project an increased interest in VET was observed - classes traditionally suffering from a
lack of interest among students and parents, started attracting more applicants after the introduction of the
dual-track model. Another positive example is the project’s impact on youth unemployment - out of the 200
graduates in the 2018/2019 school year trained under the dual-track model, around 70% (vs. 50% in
Germany, Austria and Switzerland) received full-time job offers either by the companies where they did
their internships or other partner companies. The higher rate of employed Bulgarian students trained under
the Swiss model right after their graduation indicates for a higher deficit of skilled workers in the respective
fields in the country.
From business perspective the dual-track model provides an easy way for employers to hire skilled work
force. The fact that 81% of the 170 partner organisations were Bulgarian enterprises is a clear indication
that Bulgarian employers find this education model as a good response to the existing lack of skilled
workers. This is also an incentive for the business to maintain the established contacts with educational
institutions and training workers in the respective professional fields.
According to education experts, The Bulgarian-Swiss Cooperation Programme filled gaps generated by
insufficient government funding and the lack of financing under ESIF. Therefore, additional funding is
envisaged to be provided under OP “Science and Education for Smart Growth”.
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Innovations and technological development
Key Points
Main problems

Identified needs

Lack of innovative infrastructure in smaller enterprises;
underdeveloped in other enterprises

Need to encourage the development of innovative
infrastructure and access to resources

Insufficient professional skills and competencies among
managers and employees (specialised, technical,
digital, etc.)

Need to stimulate lifelong learning and vocational
training, incl. and returning to the university to refresh,
upgrade and modernise knowledge

Insufficient human resources engaged in R&D

Need to introduce incentives to retain and attract
researchers. In particular, young researchers who find
more competitive working conditions in other EU
Member States

Rising average age of R&D staff; lack of young enough
researchers
Lack of funding for innovation, especially for smaller
businesses

Need for a financial instrument to support innovation
(especially where it is linked to intellectual property
registration)

Every other SMEs is using technologies which are not modern for Bulgaria, and three out of
four SMEs are equipped with outdated machines in the EU context
Slightly over half of the SMEs have invested in new technologies in the last five years
(55.6%)
The share of SMEs with a very low level of innovations activities is decreasing during the
period 2011-2020
But still close to half of the companies carry out innovative activities to a low degree
29% of SMEs have released a new or improved product in 2019
19.7% of microenterprises, 34.7% of small enterprises, and 49.1% medium-sized enterprises
have launched such product
12% of SMEs have their own R&D unit
Extremely low level of intellectual property related activities in the SMEs sector
Mostly medium-sized enterprises register intellectual property
7% of SMEs have a registered patent in Bulgaria, and 3% have such in the EU
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Technological development and innovation activities of Bulgarian SMEs
As the global economy becomes more and more knowledge-based, the ability of enterprises to adapt and
remain competitive is even more closely linked to their technological development and capacity to
innovate. The technological advancement may turn out to be key in the acknowledge-and-adapt phases
of future crises and transitions in the operating models..
International data on Bulgarian SMEs
According to the European Innovation Index (Innovation Union Scoreboard) for 2019, Bulgaria remains at
the penultimate place in the EU-28 (followed by Romania), continuing to be a modest innovator. In 2018,
in Bulgaria the PCT284 patent applications per billion GDP (in PPS) were 11.8 (one of the lowest observed
levels, and considerably below the EU average of 90.9).285 Eurostat data for the period 2009-2018 shows
that R&D expenditure in the country was on average 0.49% of GDP, while it was 2.1% for the EU-28.
Business enterprise R&D expenditure for 2018286 was 594.8 million BGN (of which 60.6% by SMEs), and
total R&D personnel and researchers in the business sector were 13.0 thousand (of which 71.1% in
SMEs). According to the latest NSI statistics, in 2016 the share of innovative enterprises in Bulgaria was
22.7%. 20.5% of small enterprises are innovative, while the respective share for medium-sized
enterprises is 44.3%, and for large ones – 81.9%.
SBA Factsheet for 2019 also indicates that Bulgarian SMEs are lagging far behind their EU peers:
Share of SMEs introducing product or process innovations in Bulgaria is 16.3% (while the EU average
is 33.3%);
Share of SMEs introducing marketing or organisational innovations is 15.7% (while the EU average is
33.4%);
Share of SMEs innovating in-house is 13.8% (while the EU average is 28.9%);
Share of SMEs innovating in collaboration with others is 3.7% (while the EU average is 12.2%);
Sales of new-to-market and new-to-enterprise innovations is 6.0% (while the EU average is 13.4%).
EIB Investment Survey for 2019 reports that 22% of SMEs claim to be undertaking some form of
innovation activity, and active innovators are 10% (enterprises, actively pursuing both innovation and
research and development activity). Enterprises face difficulties with technological update, since only 29%
of SMEs report state-of-the-art machinery and equipment. They allocate significantly lower resources to
intangibles such as R&D and software, data, IT and website activities than enterprises EU-wide.

All these observations are representative of the outcome of the R&D process in Bulgarian SMEs.
However, innovation activities require not only R&D personnel, but also establishment and
maintenance of innovation infrastructure, skills and funding available within the enterprise.

Recent data on technological development and innovations
The 2019 – 2020 PwC SMEs survey conducted for the purposes of the present analysis indicates that,
when it comes to innovations-related activities, it is much more likely that an enterprise has conducted or
plans to conduct re-organisation of its work processes than that it having launched or planning to launch a
new product. In general, smaller enterprises are undertaking innovation activities to a lesser extent
compared to bigger SMEs.
Considerable share of SMEs have restructured and/or automated workflows to reduce costs and increase
productivity in 2019 (40.3%) and a slightly higher percentage plan to do so in 2020 (43.3%). The share of
microenterprises, which have undertaken such innovation activity, is 35.4%, the share of small
enterprises is 42.9%, and that of medium-sized enterprises is 64.2%.
Patent Cooperation Treaty (PCT) – for further information please see www.wipo.int
EIS 2019 data - https://data.europa.eu/euodp/en/data/dataset/european-innovation-scoreboard-2019/resource/badef2d8-88774116-ba2c-4290f12595bf
286
Preliminary data, NSI.
284
285
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Meanwhile, one in four enterprises reports that it has launched a new or improved product version in the
past year (26.9%), and plans for 2020 are reported by 22.9%. The percentage of microenterprises that
have launched such product is 19.7%, which is considerably less than the share of small enterprises
(34.7%) and that of medium-sized enterprises (49.1%).
Figure 54 Recent and expected innovations of Bulgarian SMEs
40.3%
26.9%

43.3%

22.9%

The company has launched a The company is developing a The company has restructured
new product or an improved new product that is expected to and/or automated workflows to
product version in the past year
launch next year
reduce costs and increase
productivity over the past year

The company will restructure
and/or automate workflows to
reduce costs and increase
productivity next year

Source: 2019 – 2020 PwC SMEs Survey

Development of new products or upgrade of existing ones is determined by the level of development of
innovation infrastructure, skills and funding within enterprises. This innovation infrastructure, skills and
funding relate to, but does not exhaust, all key prerequisites for the innovation activity of SMEs firm’s
level:
establishment and maintenance of professional library (like specialised publications, professional
books, specialised guides, research reports, latest journals in the field, technical documentation of
relevant inventions, etc.);
Technology availability and technological development (concerning production facilities, machinery,
equipment, ICT devices, latest specialised digital solutions, etc.);
availability of R&D unit and/or R&D employees (engineers, technicians, researchers, etc.);
human capital formation in terms of specialised professional skills (like trainings in data analysis,
usage of specialised digital applications, research-related skills and competences, automation-related
competences, etc.);
close co-operation with academic institutions and researchers (as an external source for knowledge
and skills);
availability of innovations funding (to cover engaged human resources, expenditures on raw
materials, purchase of equipment, provision of professional literature, etc.).
The 2019-2020 PwC SMEs survey shows that the most accessible category in this respect is the
professional library – 40.1% of the SMEs report that they maintain a library with up-to-date professional
literature; nevertheless, the scope, relevance and size of professional libraries maintained by the SMEs is
a subject of further explorations.
The least spread innovation-related activity is the establishment and operation of an in-house R&D unit,
as well as the recruitment of own R&D team. About one in ten enterprises has its own R&D unit (12.3%),
and one in six SMEs employs staff, whose job descriptions include R&D activities (17.5%). Almost one
third of the enterprises have provided specialised trainings to their employees during the preceding two
years in the field of current and future industry innovations (31.3%).
The share of SMEs, which have had joint initiatives with academic institutions during 2019 is 22.4%. The
percentage of enterprises, which are using research output of scientists, institutes and universities to
create new or improve existing products, services or processes, is 15.9%.
The share of enterprises, which report that they possess sufficient financial resources to finance
innovation internally, is 22.9%.
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Figure 55 Development of innovation infrastructure in Bulgarian SMEs, 2020
The company maintains a library of up-to-date general
professional literature (specialized books, guides, research,
journals, etc.)

40.1%

Company employees have received specialized training in
current industry innovation over the past two years

31.3%

The company possesses sufficient financial resources to finance
innovation internally

22.9%

During the last year the company has had joint initiatives with
institutions in the field of education and science (internship
programmes, trainings, vocational counselling, scholarship
programmes, curriculum consulting, etc.)

22.4%

The company has employees whose job descriptions include
R&D activities
The company uses the research of analysts, institutes and
universities to create new or improve existing products, services
and processes
The company has its own R&D unit

17.5%

15.9%

12.3%

Source: 2019 – 2020 PwC SMEs Survey

The level of innovation in Bulgarian SMEs determines the low penetration level of activities related to
intellectual property – 6.7% of enterprises have registered patent(s) in Bulgaria, 2.8% have such in EU,
and 2.2% – in other countries. Plans for registration of a patent in 2020 are declared by 3.5% of SMEs.
The situation regarding registered trademarks is relatively better – 20.1% of enterprises report for
registered trademarks in Bulgaria, 9.7% in the EU, and 5.0% – in other countries. Plans for such
registration are reported by 6.9% of SMEs.
The size of the enterprise has a strong impact on activities related to intellectual property. The share of
microenterprises with registered patents is very low – 2.5% in Bulgaria, 1.6% in the EU, and 1.3% in other
countries, while the respective shares for medium-sized enterprises are 22.6%, 11.3% and 11.3%.
Another factor which impedes these activities is lack of financial resources – 75.7% of enterprises say
they do not have such to finance registration of intellectual property.
Finally, technological development also matters when it comes to capacity to innovate and register
intellectual property. Self-assessment of technological development of entrepreneurs indicates that 34.5%
of SMEs operate with up-to-date for Bulgarian standards machines and equipment, and 23.1% assess
the technologies they use to be modern in EU context. 12.0% and 28.2% of enterprises report that their
machines and equipment are outdated for Bulgarian and EU realities (respectively).
The outdated machines and equipment are of much greater concern for smaller enterprises – one in ten
microenterprises uses outdated technologies for Bulgarian standards, while one in twenty medium-sized
enterprises experiences the same problem. In the case of the EU context, the share of microenterprises
which use rather older equipment is 22.0%, while that of medium-sized enterprises is 17.3%. Although, in
general the medium SMEs are performing better in this respect, it is noteworthy that about every other
enterprise is using technologies not considered modern in Bulgaria, and three out of four enterprises are
equipped with machines not considered modern in EU.
In addition, slightly over half of the SMEs have invested in new technologies in the last five years (55.6%).
These findings clearly reveal that technologies used by Bulgarian SMEs are rather outdated. This has a
negative impact on the process of digitalisation, innovation and getting access to markets (since local
enterprises could hardly compete with well-equipped EU enterprises). The lagging behind in technology
puts further constraints on the development of SMEs competitiveness in Bulgaria. Therefore, it is of
crucial importance for the sector growth, that a major part of SMEs replace their machinery and
equipment in the short- and medium term.
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Figure 56 Self-assessment of machines and equipment used by SMEs (%)
53.5%

48.7%
34.50%

28.2%
23.10%
12.0%

Outdated
Bulgarian standards

At an acceptable level

Up-to-date

EU standards

Source: 2019 – 2020 PwC SMEs survey

Figure 57 Self-assessment of machines and equipment used by SMEs by enterprise size class (%)
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Source: 2019 – 2020 PwC SMEs survey

Innovations and Trademarks and patents indexes
In 2011, 2012 and 2013287 innovations and intellectual property related activities of Bulgarian SMEs have
been analysed through indexes called Innovations index and Trademarks and patents index, introduced
in the annual SMEs analysis commissioned by BSMEPA288. The indexes measure enterprises with low
and high level of relevant activities. For the purposes of this analysis, the same indexes have been
applied, so that certain dynamics in this respect could be traced for the period 2011 – 2020.
Although, the SMEs in Bulgaria score the lowest scores for innovation activities and patent registrations in
the EU, over the last decade, a gradual overall improvement in the innovation activity was observed.
The share of SMEs with very low level of innovation activity has dropped from 79.8% in 2011 to 45.6% in
2020, since positive shifts towards higher levels were observed – the share of enterprises with rather low
level of innovations activity has increased from 10.8% to 28.6%, that of SMEs with moderate level of

287

In 2013, the SMEs index value was calculated only for manufacturing enterprises, that is why in this analysis comparison figures
include only the years of 2011, 2012 and 2020.
288
Simeonova-Ganeva, R., Vladimirov, Z., Boeva, M., Panayotova, N., Ganev, K. and Peneva, R., 2011. Analysis Of The Situation
And Factors For Development Of SMEs In Bulgaria: Smes In The Crisis Context. Sofia: Bulgarian Small and Medium-sized
enterprises Promotion Agency, Ministry of Economy, Energy and Tourism.
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activity – from 5.2% to 15.5%, slower growth occurred in the categories rather high level of innovation
activity (from 3.4% to 6.7%) and very high level of innovations activity (from 0.8% to 3.9%).
Over the period 2011 – 2020, positive trends were observed in all enterprise size classes. Nevertheless,
size of the enterprise has an impact on innovations activity – the bigger the enterprise, the higher the
level of activity undertaken. At present, the mean value of the Innovations index for medium-sized
enterprises is approximately twice as high as that of the microenterprises (50.8 and 23.6 respectively).
All regions are characterised by increase in mean index values, leading to reducing larger regional
inequalities over the period 2011 – 2020. At present, on average five of the regions score a rather low
level of innovations activity, with the South Western and South Central regions having the highest mean
index value of about 34 index points. The lowest level of innovations activity is observed in the South
Eastern region, where the innovations activity is at a very low level (19.9).
Figure 58 Distribution of SMEs (%) by the Innovations index categories (2011, 2012 and 2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey, own calculations

Figure 59 Mean values of the Innovations index by enterprise size class (2011, 2012 and 2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey, own calculations
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Figure 60 Mean values of the Innovations index by regions (2011, 2012 and 2020)
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132
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

During the period 2011–2020 slow improvements in activity related to intellectual property were observed.
The share of SMEs with very low level of the respective activity has dropped from its extremely high
levels of 93.9% in 2011 to 74.0% in 2020. Positive shifts were observed in the share of enterprises with
rather low level of activity, which increased from 4.3% to 12.5%, in that of SMEs with moderate level of
activity – from 1.6% to 8.7%, in the percentage of enterprises with rather high level of activity (from 0.0%
to 3.4%) and in that of enterprises with very high level of activity (from 0.2% to 1.4%).
The size of the SMEs determines the level of this activity – mean index value for microenterprises is 8.6,
while that of medium-sized enterprises is about four times bigger (36.5).
The regional specificities for the innovations index are also observed in this case – the highest mean
index values refer to the South Western and South Central regions, the lowest index value is scored in
the North Western region.
Figure 61 Distribution of SMEs (%) by the Trademarks and patents index categories (2011, 2012 and
2020)
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Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations

Figure 62 Mean values of the Trademarks and patents index by enterprise size class, 2020
Rather low level of
activity, 36.5

Very low level of activity,
16.2
Very low level of activity,
8.6

Micro

Small

Medium

Source: 2011 and 2012 BSMEPA SMEs Analysis; 2019 – 2020 PwC SMEs survey; own calculations

133
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Figure 63 Mean values of the Trademarks and patents index by regions, 2020
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Barriers and determinants of innovations
Barriers and obstacles
A basic obstacle in front of the SMEs innovation activities is the lack of developed innovation
infrastructure, skills and funding, especially in the case of smaller enterprises.
Limited ability to finance innovation internally and to participate in joint initiatives with academic
institutions slows down the improving of competitiveness of Bulgarian SMEs, because in turn, this leads
to difficulties in the access to up-to-date knowledge, as well as in the usage of modern technologies for
the R&D process (including digital solutions, AI, etc.).
A main barrier appears to be the lack of qualified staff employed by SMEs for R&D activities, in particular
the shortage of young researchers to be involved in the SMEs innovation activities289. The issue of
insufficient expertise is further deteriorated due to the fact that a small fraction of SMEs in providing
specialised trainings related to innovations to their staff. This threatens the SMEs sector modernisation,
as well as the development of new products and introduction of new ideas in the long run.

289

A finding based on the PwC qualitative survey among SMEs.
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Factors that could trigger innovations
The level of innovations activity of a particular enterprise depends primarily on its overall level of
development and advancement. Determinants of innovations include size of enterprise, patent
registrations, level of internationalisation and implementation of good practices in human resources
development, business and marketing strategic planning, usage of ICT.
Therefore, formulating measures to stimulate innovation activities should consider a concurrent
promotion of all listed factors for competitiveness.
A key factor which could trigger innovations in the SMEs sector is the access to finance, namely the
sufficient funding of innovations and patent registrations. Its availability would allow most of the SMEs to
adequately plan and launch innovations activities.
Another key factor is the involvement in activities related to intellectual property – it is a prerequisite for
releasing a new or improved product.
The effect of human resources directly or indirectly involved in R&D activities is also important– high level
of awareness of up-to-date innovations, positive attitudes towards innovation process and innovative
ideas (particularly from the owners and management of the enterprise, who should support and stimulate
innovation), well developed research skills and availability of adequate in size and professional
background R&D team, etc. All these impose further requirement for access to leading professional
literature, acquisition of modern software solutions, and adoption of up-to-date technologies. Also,
effective and efficient interaction between academic institutions, researchers and businesses is a trigger
for more intensive R&D activities.
The probability of successful launch of a new product increases 290: 1) if the enterprise has R&D
employees, 2) if it has sufficient resources to finance innovation, and 3) if it has registered trademarks in
Bulgaria and/or in the EU.
The probability of successful patent registration increases 291: 1) if the enterprise has R&D employees, 2) if
it has registered trademarks in Bulgaria and/or in the EU.
All factors mentioned above raise the issue of adequate policy instruments as well as the importance of
advanced knowledge and well-developed skills, the role of leading world academic institutions in setting
benchmarks for development of Bulgarian institutions and the value of competent researchers.

290
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Based on statistical modelling using the 2019-2020 PwC SMEs survey data.
Ibid.
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Part II. Better regulation and business
environment
Key points
Main problems

Identified needs

Underdeveloped e-government, especially at
regional and local level

Need for a further introduction of e-services and
development of e-government:

Lack of information about newly adopted
legislation and its implications on SMEs

Further development, popularisation and update of a single
point of information

Administrative rules and procedures still need to
be communicated better with SMEs

Provision of e-services and online payment options for
transfers to public authorities
Adoption of ICT tools for more efficient communication and
collaboration between different public administrations (G2G)
to support the full implementation of the “once-only” principle

Lack of capacity in the administration to apply
SMEs Test in practice

Need for further building administrative capacity for impact
assessment in the administration and application of SMEs
Test

Administrative procedures and bureaucracy
impede SMEs activities

Need for reducing administrative burden and time and cost,
especially regarding: dealing with construction permits;
registering property especially at municipality level;
connecting to the electricity supply network; participation of
SMEs in public procurement; application of SMEs for EU and
national funding.

Underdeveloped infrastructure within business,
and industrial areas and between different
settlements

Need of business areas and industrial parks in some of the
big cities and other regional cities
Need of infrastructure in existing business and industrial
areas in most regional cities and infrastructure leading to
areas where businesses are interested to invest
Need of improvement of transport connectivity between
regions on the territory of the country (with special focus of
the connectivity of Northern Bulgaria with other territories of
the country)
Need of infrastructure between regional centres and (distant)
villages and small towns and need of public transport
between settlements

The EU Better Regulation policies aimed at turning Europe into the most competitive and
dynamic knowledge–based economy in the world. Better regulation rules aim to ensure that
legislation takes into account the situation of general population and businesses, and legislation
is based on evidence and a thorough impact assessment, and that regulatory burdens on
individuals and businesses are kept to a minimum. Legislation should produce benefits without
imposing unnecessary burdens on citizens and businesses.
Bulgaria aims to improve its legislations but still need further steps to fully implement SMEs Test
principal.
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Implication of Impact Assessment and ‘Think Small First’
principle
Regulatory challenges particularly affect SMEs thus SME test must be part of the regular assessment
and should be applied for all relevant regulations. The ‘think small first’ principle requires policymakers to
take SME interests into account at the early stages of the policy-making process.
The SME Test implements the 'think small principle' through preliminary assessment of businesses likely
to be affected, consultation with SMEs and SME representative organisations (SMEs Envoys, EEN),
measurement of the impact on SMEs (cost-benefit analysis), use of mitigating measures, etc.
The regulatory framework in Bulgaria is in accordance with the SME Test principles and the special
guidance for doing regulatory impact assessment is adopted but there is lack of capacity in the
administration to apply it in practice.292 Thus SME test is still not fully implemented in Bulgarian legislative
process. Implementing SME test principles and building administrative capacity for impact assessment in
the administration are important measures to be further developed.
Since 2016 Bulgaria improved its regulatory framework, extending the minimum consultation period with
stakeholders to 30 calendar days, establishing the central consultation portal and adopting regulation on
regulatory impact assessments, which envisages regulatory proposals to be subject either to partial or to
full assessment. Thus all new laws, codes and sub-statutory acts are subject to ex-post evaluation within
five years of their adoption The state also established a body 293 for Regulatory Impact Assessment (RIA)
quality control.
Although some regulatory ex-post evaluations have been conducted, they have been limited in number
and in scope and in rare cases they have focused on the administrative burden for businesses. RIA
implementation in practice is still poor and the changes described has not delivered visible results so far.
Since 2008, moderate progress has been achieved in implementing the SBA recommendations under the
‘think small first’ principle. Efforts have been mainly focused on reduction of administrative burden and
simplification of administrative procedures through steps towards introduction of e-services and
implementation of the ‘only-once’ principle. The systematic efforts for implementing the ‘SME Test’ and
revising the regulation on impact assessments indicate the willingness of the government to meet the
needs of small businesses. However, these efforts have not delivered visible results yet.

Doing business in Bulgaria
One of the systematic instruments to estimate the effect of regulation on the business environment is the
Doing Business Index of the World Bank,294 which presents to what extent different regulations enhance
or constrain business activity, as well as the time and costs associated with different administrative
procedures.
The Index measures the processes for starting a business, getting a building permit, obtaining an
electricity connection, transferring property, getting access to credit, protecting minority investors, paying
taxes, engaging in international trade, enforcing contracts, and resolving insolvency.
The results show improvement in many areas but there is still little progress in some administrative
procedures, such as getting electricity and paying taxes, where the procedures are many and time
consuming. Despite these gaps, there are positive trends in the regulation in terms of cost and
transparency of the procedure in the majority of the areas measured.
Starting a business
Registering a business in Bulgaria is relatively easy, the cost of registration and minimum capital
requirement are low, there is improved efficiency at the company registry and centralized electronic
database for commercial registration, consolidated registration procedures and eliminated registration

292

Regulation on Scope and Methodology for Implementation of Impact Assessment. Bulgaria. Council of Ministers Decision No.
301/14.11.2016
293
Administrative Modernization Directorate of the Council of Ministers
294
World Bank, 2020. Doing Business 2020. Washington: World Bank.
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formalities. Procedures and time for starting a business (after registration) includes 7 procedures and is
time costly.
Among the positive aspects of the business environment in Bulgaria is the cost of starting a business,
which is still low. The paid in minimum capital for Bulgaria was also kept low (0% measured by
percentage of income per capita), while in EU it is 9.57%. The time required to transfer property
increased but is still under the EU average. The cost required to transfer property decreases and is
significantly lower than the EU average.
Dealing with Construction Permits
Dealing with construction permits became easier after the adoption of new legislation, clarifying the
process. Still, dealing with construction permits is time consuming, costly and complicated in terms of the
number of procedures for obtaining construction-related approvals.
Connecting to the electricity supply network
The reliability of power supply has been increased by implementing an automatic energy management
system, the Supervisory Control and Data Acquisition (SCADA), to monitor outages and service
restoration. At the same time connecting to the electricity transmission network involves completion of 6
procedures and is a time and money consuming process (requiring 262 days and almost four time the
income per capita).
Registering Property
The time required for property registration was reduced by launching an integrated web-based property
register making it possible to check online the ownership and cadastre status. Still, additional activities for
registration at municipal level are needed, which indicates process optimisation potential.
The time required to transfer property increased but is still under the EU average. The cost required to
transfer property decreases and is significantly lower than the EU average.
Paying Taxes
Employer contribution rates for social security were reduced and paying taxes was made easier for
enterprises by introducing new corporate income and value added tax laws, abolishing the requirement
for an additional annual value added tax return and reducing the employer share of social security
contributions. Paying taxes was made easier and less costly for enterprises by encouraging electronic
filing and payment and by reducing the corporate income tax rate and employers’ social security
contribution rate. Still, the process is time consuming, involving 14 actions per year. It takes SMEs 453
hours per year to pay taxes in Bulgaria.
Although there is a decrease in the time required to comply with major taxes, Bulgaria is far from
reaching the operational objective of under 150 hours and is still higher than the EU average. Even
though there is a decrease in the number of tax payments per year, Bulgaria could not meet the
operational objective to reduce this number under 8.
Trading across Borders
Trading across borders was made faster by introducing online submission of customs declaration forms.
This is a positive trend in cross border trade regulations.
Enforcing Contracts
The contract enforcement system was improved by amending rules for evidence and default judgment,
raising the minimum threshold value for the lower jurisdiction and giving the civil court of last instance the
power to select which cases to hear so as to limit abuse of the appeals process. The enforcing contracts
became easier also by increasing transparency in the judicial system and appointing private bailiffs.
Resolving Insolvency
Resolving insolvency was made easier by expanding the basis for commencement of insolvency
proceedings and making it easier to void suspicious transactions. The Commercial Act was amended to
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extend further rights to secured creditors and increase the transparency of insolvency proceedings. A
new civil procedure code and a new law for the commercial registry was adopted, introducing changes
expected to reduce delays and allow for faster resolution of bankruptcy. Among other things, the
commercial registry law requires that major decisions and rulings of the bankruptcy court be posted on
the commercial registry’s website.
Second chance
Starting a business and business exit are normal processes of economic lifecycle. In Bulgaria slightly
more than half of enterprises do not survive after the first five years of their life. Business closure is not
yet seen as an opportunity for a more strengthened entrepreneurship and business activity afterwards. In
addition, the fear of failure in Bulgaria is 47.5% (vs. EU average of 44.16%). At the same time there is a
strong link between the efficiency of bankruptcy procedures and employment rate – the more effective
bankruptcy procedures are, the higher employment rate is in a country 295.
In terms of regulations, Bulgaria has progress in shortening the time of business closure to 2.01 years in
2019. The value of cost to close a business in Bulgaria in 2019 is 9% of the debtor’s estate296.

Everyday challenges faced by small businesses
State aid and public procurement
The share of the total value of public contracts concluded by SMEs in Bulgaria has been declining and in
2019 it was 32.64%, while for EU it has increased to 51.35%. In Bulgaria the share of the business which
participates in public tenders was 21% (vs. 32% in EU).
The share of calls for tenders (split into lots in Bulgaria) was 37,9%, while in the EU it was 29,89%. In
Bulgaria 65.6% of the proposals come from SMEs while for the EU the bids from SMEs account for
72.52%. The contracts awarded to SMES in Bulgaria were 67%, and for the EU – 57.32%.
There is a positive trend in reducing the average delay in payments from public authorities in Bulgaria. In
2012 the delay was 14.5 days while in 2019 the delay was reduced to 0 days.
State aid for SMEs, as percentage of the total value of aid earmarked for enterprises in Bulgaria, is 4%,
while in the EU it is- 4,2%.

Assessment of administrative procedures and services on the functioning of
SMEs
SMEs continue to experience the business environment as bringing regulatory burdens and not
conductive to their growth and efficient business operations. More than three fourth of the SME
representatives think that administrative procedures and bureaucracy impede the activities of their
business, while two thirds share the opinion that regulatory regimes and legislation cause difficulties to
their business.
Further implementation of SMEs Test could change this results. The improvement is needed in order to
have public administration that is more responsive to the needs of SMEs and legislation that takes into
account the situations of SMEs. These include minimising the administrative burden for businesses as
well as communication and simplification of rules and procedures.

295

Calogirou, C., Fragozidis, K., Houdard‐Duval, E., Perrin‐Boulonne, H., 2010 Business Dynamics: Start‐ups, Business Transfers
and Bankruptcy, Brussels: European Commission, DG Enterprise and Industry.
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Measured by cost to recover debt as % of the debtor’s estate
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Figure 64 Indicated answers by SMEs managers to the question “Do the following statements apply
to the functioning of your company in 2019?”
75.6%

64.0%

36.0%
24.4%

Administrative procedures and bureaucracy impede
the activities of the business I manage
Yes

Regulatory regimes and legislation make it difficult for
the business I manage

No

Source: 2019 – 2020 PwC SMEs survey

The following problems can be systemised from the everyday experience shared by SME
representatives:
Slow and cumbersome administrative service;
Difficult communication with different administrative bodies;
The “once-only” principle is still not fully implemented. Either because officials are not informed by the
amendments in the law or because of lack of capacity, some administrations still require documents
from the business representatives instead of requesting them by the responsible institution. Those
include requirement for documents that business representatives need to take from one institution
and submit to another, even though electronic services and administrative check without involving the
enterprise representative have been introduced;
Even though requirements for documents from candidates were reduced, still the SMEs have the
perception that application for EU funds and project management is difficult. They do not have the
confidence to apply for EU financing considering that it needs too specific expertise and skills.;
The requirements for filing declarations and providing information by the SMEs also create a burden.
Often the information provided by SMEs in various declarations and reports is repeated. Better
coordination and better connectivity between institutions would facilitate these procedures, and the
information once provided by the SMEs can be used and made available to more institutions;
Many of the declarations to local authorities are only on paper, the property of SMEs must be
declared in many places and this entails additional burden.
Further efforts are needed to simplify the procedures and to make them electronically available.

Lack of information and understanding of new and current legislations
According to the interviewed representatives of SMEs, the legislation that affect them is not simple
enough and easy to understand, there is lack of information about newly adopted legislation and its
implications, and administrative rules and procedures still need to be simplified and to be communicated
better with SMEs.
According to the entrepreneurs, the regulatory and administrative requirements are too complex and
difficult to understand, especially at the beginning of the establishment of a company. Fast-changing
legislation and policies are a problem for doing business according to 65.0% of enterprises (SBA 2019).
Often the relevant legislation is too extensive and complex and requires a lot of reading, which is beyond
the capacity of SMEs owners.
Development and popularisation of a single point of information is very much required by SMEs and lack
of information is one of the main problems they face. In this single point of information structured and
clear information on issues affecting the business, such as legislative changes or newly introduced
regulatory requirements should be regularly presented. According to the SMEs often it takes too long or
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too much effort to learn about such matters. Hence, it is important to provide access to systematic
information to help businesses understand any new legislative or regulatory aspects that affect them.
Having a single information portal that is easily accessible, well-organised and with clear and wellstructured information would meet these business needs. Thus the role of Bulgarian Small and MediumSized Enterprises Promotion Agency should be strengthened and to facilitate the communication and
information needed for SMEs.
A Guide for SMEs was created at the beginning of 2019 and placed on the Ministry of Economy
website. Around 7000 visitors have used it by now. This represents around 14-15% of the
newborn enterprises or 2% of all enterprises. The information in the Guide should be regularly
updated and it could be further communicated and popularized (provided regular updates with
legislative changes are in place).
Popularisation of EU level initiative such as EU Startup Nation Standard, Startup Europe One Stop Shop,
Network of SME Envoys, the Enterprise Europe Network, etc. will help SMEs to meet their information
needs and to have more resources for internalisation and growth. These initiatives will help small and
medium sized businesses to exchange good practices, to gain knowledge and to have access to effective
instruments for networking.
The key topics presented in these initiatives include: best practices to help start-ups address challenges
such as venture creation and attracting - and retaining – talents, trusted information for entrepreneurs,
investors and ecosystem builders and support on topics ranging from scaling up, investment
opportunities and networking.
The Enterprise Europe Network helps businesses innovate and grow on an international scale. It is the
world’s largest support network for SMEs with international ambitions. So far 148 Bulgarian enterprises
are presented in the network.
SME envoys tries to help SMEs voices to be heard in the policymaking process. Even though EU
countries can do a lot to improve regulatory and policy environment for SMEs, it is often hard for small
businesses to voice their opinion and reach policy makers. The network of SME envoys improves the
consultation process with national SMEs and cooperation between EU countries.
Figure 65 Indicated answers by SMEs managers to the question “Do the following statements apply
to the functioning of your company in 2019?”
76.9%

72.4%

27.6%

23.1%

The information and services provided by other
The information and services provided by the Executive
government institutions support the business I manage Agency for the Promotion of Small and Medium-Sized
Enterprises support the activities of the business I
manage
Yes

No

Source: 2019 – 2020 PwC SMEs survey
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The use and popularisation of these initiatives will fill the gaps identified by SMEs and will provide the
information needed and expected support.
Export and business hubs should be supported to provide shared space, office space, landline,
website development and management, networking opportunities, business advice, business
research, business guidance, investment advice, computer access, broadband access, business
grant information, business development opportunities and other accurate and perfect space and
services for SMEs.

E-government and e-services
The satisfaction from and positive impact of e-services for the business is a fact. 68.5.0% of SMEs agree
that the electronic services provided by government institutions facilitate the operation of their business.
Improvement is still needed in local government, whereby according to only 51.9% of the SMEs the
electronic services provided by local government institutions facilitate the operation of their business.
Even though some efforts have been made for reducing administrative burden and simplifying
administrative procedures through the introduction of e-services and implementation of the ‘only-once’
principle, still the information and documents are required many times and/or on paper and some local
and central administration services are not accessible electronically.
Although entrepreneurs report some progress and attempts by institutions to make a positive difference in
the business environment (through the introduction of e-services in some institutions and units), prevailing
expectations are for the e-government to be fully introduced in order to have real impact. This process
should be accompanied by the promotion of e-services and streamlined business procedures in order to
increase the demand.
Figure 66 E-government indicated answers by SMEs managers to the question “Do the following
statements apply to the functioning of your company in 2019?”
68.5%
51.9%

48.1%

31.5%

The electronic services provided by government
institutions facilitate the operation of the business I
manage
Yes
No

The electronic services provided by local government
institutions facilitate the operation of the business I
manage

Source: 2019 – 2020 PwC SMEs survey
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Rule of law
There is high correlation between rule of law and institutional capacity in a country and the welfare and
growth297. Hence, failing to put in practise the rule of law can hinder growth, harm the business
environment and significantly reduce the welfare.
The WJP Rule of Law Index 2020298 puts Bulgaria to 53rd place out of 128 countries. The country is on
54th place for the sub-index “Government regulations are effectively enforced” but the sub-indicator “Due
process is respected in administrative proceedings” is very low and puts Bulgaria on 100 place.
Certain deficits observed in the judicial system are also negatively affecting SMEs. The unpredictability of
the results of court cases, as well as the poor organisation of the court process and the unpredictable
course of the litigation process, stop every fifth SME (18.1%) from bringing a lawsuit. The high cost of
hiring a lawyer also has an impact on the decision-making process (for one in four SMEs - 26.5%). One
in five SMEs considers the slow speed of court proceedings (22.9%) and the magnitude of the court
charges (21.7%) aa disincentivising factors299.

Other business-environment-related issues
There are several other problems from the everyday experience shared by SME representatives that
have negative effect on SMEs and slowdown their development: 300
Lack of infrastructure for business and industrial areas: 1/ lack of business areas and industrial parks
in some of the big cities and other regional cities;2/ lack of key infrastructure in existing business and
industrial areas in most regional cities; 3/ lack of infrastructure leading to areas where businesses are
interested in investing,
Lack of connecting infrastructure: 1/ transport connectivity between regions on the territory of the
country also proves to be an important factor in the business environment. The poor connectivity of
Northern Bulgaria with other parts is a strong factor for the economic situation of the regions of this
part of country; 2/ lack of infrastructure between regional centres and (distant) villages and small
towns; 3/ lack of public transport between settlements affects the transportation of current or potential
employees from nearby small settlements;
Presence of unregistered economy and the resulting unfair competition;
Share of overdue accounts receivable and payment of VAT even when the transactions are not made
lead to debts and even need for additional credits for SMEs.

297

Acemoglu, Daron, Camilo Garcia-Jimeno, James A. Robinson, 2014. State Capacity and Economic Development: A Network
Approach; Acemoglu, Daron, 2005. Politics and Economics in Weak and Strong States, Journal of Monetary Economics; Dincecco,
Mark, 2017. State capacity and economic development: Present and past; Knutsen, Carl., 2013. Democracy, State Capacity, and
Economic Growth. World Development.
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World Justice Project. 2020. WJP Rule Of Law Index 2020. [online] Available at: <https://worldjusticeproject.org/ourwork/publications/rule-law-index-reports/wjp-rule-law-index-2020>
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Ministry of Justice. Report from a pilot study on judicial satisfaction. Sofia: Bulgaria. Available at:
https://www.justice.government.bg/home/index/84506826-276f-42ac-a6f4-f791d8657dd1
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These problems were shared in the in-depth interviews and workshops by several business representatives.
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Part III. SMEs and the environment
Key Points
Main problems

Identified needs

Scattered policy interventions and fragmented
policy framework

Need for development of a circular economy roadmap on
national level deploying concrete actions for SMEs

Very few measures undertaken by SMEs high
on the waste hierarchy

Need for promoting more investments in waste management
options that are higher in the waste hierarchy and go
beyond recycling (e.g. prevention, reuse)

Low level of awareness among SMEs of
circular economy and its potential for
improving their competitiveness ;

Need for raising awareness through launching campaign,
focused on shifting the SME mindset towards perceiving the
circular economy, resource efficiency and environmental
protection as an opportunity for growth, investment and
export

Bulgaria remains the most energy-intensive
economy in the EU

Need for continuous improvement of the energy efficiency of
SMEs both in line with already taken obligations but also
through intensified actions in stimulating voluntary
measures, exploitation of energy saving options, providing
financial streams, etc.

Low resource productivity in Bulgaria (among
the lowest in the EU)

Need for encouraging SMEs to use more efficiently energy
and resources. Specific support programmes should be
targeted not only at purchasing of more resource efficient
machines, but at rethinking their overall production
processes and models

The uptake of EU Eco-Management and Audit
Scheme (EMAS) and of the EU ecolabel is low

Need for making EMAS and the EU ecolabel more attractive
among SMEs by creating the necessary environment and
providing incentives

The potential of new circular economy
business models is not being exploited

Need for increasing knowledge and understanding of new
Circular Business Models at regional and local level with an
active involvement of SMEs. Bulgaria could consider
launching a pilot project on industrial symbiosis which is one
of the circular business models

Bulgaria is a modest innovator and Bulgarian
SMEs are low performers in terms of ecoinnovation

Need for shifting from being a modest to becoming a
moderate innovator in the medium term. In order to do so,
the necessary funding should be channelled to SMEs for
eco-innovation activities

Very weak cooperation between science and
academia and businesses, including SMEs

Need for strengthening the cooperation between SMEs and
science which is crucial for the transition to the circular
economy and relevant in terms of product design and
development; substitution of fossil-based products with biobased products; efficient production processes, etc.
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1. EU strategic directions
The recently adopted Green Deal (2019)301 is a roadmap launched by the European Commission as a
response to the EU obligations to tackle climate change and other environmental issues. The Green Deal
acknowledges that achieving a climate neutral and circular economy requires the full mobilisation of
industry including SMEs. While the EU industry has already started the shift, it remains dependent on a
throughput of new materials extracted, traded and processed into goods, and finally disposed of as waste
or emissions. Only 12.0% of the materials it uses come from recycling. The transition is an opportunity to
expand sustainable and job-intensive economic activity. There is significant potential in global markets for
low-emission technologies, sustainable products and services. The transition to a circular economy offers
also opportunities for new activities and jobs.
Relevance to Bulgarian SMEs: While the Green Deal will remain a strategic document, its messages
will be taken up by new legislation, funding programmes, etc. It will be incorporated in the 2021-2027
European Structural and Investment Funds (ESIF), which are a major investment source in Bulgaria.
Hence, the Green Deal priorities need to be incorporated in future measures and initiatives in Bulgaria
aiming at making value chains more circular. This is also valid for the actions and priorities of the new
Circular Economy Action Plan (CEAP).
In this view, in 2018 the European Union revamped its waste legislation through the revised Waste
Framework Directive (WFD, 2008/98/EC) 302, the revised Packaging and Packaging Waste Directive
(94/62/EC)303 and other directives addressing individual waste streams. The objective is to stimulate
waste prevention for households and enterprises and improve resource efficiency thus supporting the
transition to a circular economy. While increasing recycling targets (by 2025- to a minimum of 55% by
weight; by 2030 – 60%; by 2035 – 65%) the revised WFD emphasises the need to adopt waste
prevention measures high on the waste hierarchy including, among others, smart design, sustainable
consumption and production measures, encouragement of reuse, repairability, etc.
As SMEs are a major generator of recyclable waste streams, implementing advanced waste prevention
and waste management programmes is a major leverage for them to contribute to reaching newly
established national reuse and recycling targets.
The need for European industries (including SMEs) to take up their share of responsibility and
opportunities has also been emphasised by the Circular Economy Package and the recent Circular
Economy Action Plan (CEAP)304 putting the focus on electronics and ICT; batteries and vehicles;
packaging; plastics; textiles; construction and buildings; food, water and nutrients. The new Circular
Economy Action Plan reiterated the role of SMEs in the transition to the circular economy. The key aim of
the new policy framework will be to stimulate the development of lead markets for climate neutral and
circular products. The new CEAP includes a ‘sustainable products’ policy to support the circular design of
products based on a common methodology and principles in this way putting producers at the heart of the
transition. It prioritises reducing and reusing materials before recycling them. CEAP will also include
measures to encourage businesses to offer, and to allow consumers to choose, reusable, durable and
repairable products.
The new EU Industrial Strategy305 reiterates that EU industry, mainly comprised of SMEs, ‘leads by
example the highest social, labour and environmental standards’. All industrial value chains will have to
play a key role in this transition and will need ‘a supply of clean and affordable energy and raw materials’.
The new SME Strategy306 released together with the EU Industrial Strategy has adopted the principle of
‘competitive sustainability’ in this way underlining the assumption that a sustainable business is a more
301

European Commission, 2019. The European Green Deal. Brussels: European Commission.
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competitive business at the same time responding to the risks of environmental pressures and climate
change. At the same time, the SME Strategy does not shy away from the fact that European SMEs face
different types of difficulties in this respect.
In addition to these strategic documents, in 2018 the EU adopted the European Strategy for Plastics in a
Circular Economy307. The Strategy aims to protect the environment and citizens from plastic pollution and
to demonstrate the business case for transforming the way that products are designed, produced, used
and recycled. Under the new plans, all plastic packaging on the EU market will be recyclable by 2030, the
consumption of single-use plastics will be reduced (through the Single Use Plastics Directive 2019/904)
and the intentional use of microplastics will be restricted. This transformation opens up significant new
markets for producers of biodegradable, bio-based plastics. At the same time a number of SMEs
producing single-use plastics can go bankrupt if they do not adapt.
SMEs are main actors in driving forward the implementation of the European Strategy for Plastics
and mainly in adapting the design of products; on working on product substitution strategies and,
when prevention and substitution has been exhausted, ensure proper recycling of plastics.
Smart design at the beginning of a product's lifecycle is essential for ensuring circularity. The Ecodesign
Directive308 and the Energy Labelling Regulation309 provide consistent EU-wide rules for improving the
environmental performance of products, such as household appliances, information and communication
technologies or engineering. Eco-design and energy labelling measures for several products now include
rules on material efficiency requirements such as availability of spare parts, ease of repair, and facilitating
end-of-life treatment. In addition, in Europe and globally there is a powerful drive to adopt smart design
principles, including light-weighting of products; design for repairability; design for dismantlability, etc.
SMEs are the main drivers of smart design both in the context of the Eco-design Directive but also in a
wider context. They are also well-placed to work on strategies to reduce packaging.
The EU Ecolabel310 is another piece of legislation central to SMEs. It includes criteria relevant to
circularity that target each step of the product life cycle; such as resource efficiency, sustainable supplies,
eco-design, sustainable consumption, lifespan lengthening, etc.
The ecolabel is relevant for SMEs in sectors such as tourist accommodation services; indoor and
outdoor paints and varnishes; tissue paper; copying and graphic paper; etc.

Figure 67 depicts the awarded licences in EU per product groups.
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Figure 67 Licences per product group, September 2019

Source: European Commission

The other main EU environmental certification scheme, the Eco-management and Audit Scheme
(EMAS)311, (and the Best Environmental Management Practices (BEMP) that go with it) has inherent
potential to contribute to circularity objectives as EMAS implementing organisations have committed to
monitoring their processes and constantly improving their resource efficiency. Both the EU Ecolabel and
EMAS are linked to the EU policies and developments in Green Public Procurement (GPP).
GPP, a voluntary instrument, is a possibility to incentivise SMEs to adopt ecolabels, invest in green
products and good environmental management within the companies. The Commission has
developed more than 20 common GPP criteria312.
There are promising new developments in EU in the bioeconomy and the blue bioeconomy sectors, which
are of high relevance for the SMEs. The revised EU Bioeconomy Strategy proposes to ‘strengthen and
scale-up the bio-based sectors, unlock investments and markets’ and ‘deploy local bio-economies rapidly
across Europe’313. In 2019, the EU Blue Bioeconomy Forum launched a EU Roadmap for the Blue
Bioeconomy314, adopting action with the goal of better understand the market’s future regulatory,
research, financial assistance and product needs; as well as define the actions that are required to unlock
the potential of the sector. Bulgaria, being a maritime country, and Bulgarian SMEs could potentially
benefit from these developments.
While talking about recent EU legislation and new directions the older environmental obligations for SMEs
are equally important namely:
-

REACH regulation315 1907/2006 – relevant for SMEs from the chemical industry sector;
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-

Industrial Emissions Directive316 - mostly relevant for large enterprises but might be considered for
SMEs in certain sectors as well. A registry of the Bulgarian enterprises with an Integrated Pollution
Prevention and Control (IPPC) permit is available here317.

2. Performance of Bulgarian SMEs
In the section below, an analysis of Bulgarian SMEs has been made with regards to their performance in
different environmental areas.

Waste management
Municipal waste generation in Bulgaria increased by 2017, but remained below the EU average (435
kg/y/inhabitant compared to 487 kg/y/inhabitant).
The landfilled amounts of waste have fallen since 2010, and a small amount of waste has been diverted
from landfill to incineration. Recycling of municipal waste (including composting) has slightly increased, to
36 % in 2018 (see Figure 78). The recycling rate remains considerably lower than the EU average of 46
%; and significant efforts will be needed to meet the 50 % EU recycling target by 2020. 318
Figure 68 Trend of recycling rate of municipal waste (2010-2018)

Source: Eurostat

Figure 69 Recycling rate of different waste streams
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More than 6 million inhabitants of the country are covered by separate collection systems for waste
packaging, paper and metal, plastic and glass. This contributed to country’s reaching the second highest
recycling rate of plastic packaging waste (64.8%) in the EU in 2017 after Lithuania (74%).
Targets for the recovery and recycling of six groups of waste, among which waste electrical and
electronic equipment (WEEE) have been successfully implemented throughout Bulgaria by a scheme
based on Extended Producer Responsibility (EPR)319. This development contributed to the achievement
of a recycling rate for e-waste which is significantly higher than the EU average. However, the EU Early
warning report from 2018320 highlights that the ERP, including for packaging, schemes in Bulgaria do not
fully cover the costs of separate collection and the effectiveness and efficiency of Bulgarian SMEs
involvement in EPR schemes needs to be evaluated and enhanced if necessary.
Bulgaria is considered at risk of missing the 2020 target of 50% preparation for re-use/recycling of
municipal waste. The EU Early warning report from 2018The aims to assist member states at risk of
failing to meet the 2020 target of 50% preparation for re-use/recycling of municipal waste and some of its
conclusions are of relevance to Bulgarian SMEs:
Bulgarian SMEs will need to undertake measures to boost waste recycling rates with regards to their
generation of municipal solid waste (MSW) and other waste streams. The Ministry of Environment and
Water, the Ministry of Economy and business intermediaries need to raise the awareness of SMEs
with regards to these opportunities and create the enabling conditions.
The separate collection of recyclables, including bio-waste, is not yet being carried out effectively,
economic incentives for citizens to separate waste are missing. In the context of a failing separate
collection system for households the situation with Bulgarian SMEs is not better.
More investment is needed in projects higher up the waste hierarchy (e.g. recycling) that go beyond
treatment of residual waste. This has strong implication for SMEs as investments up in the waste
hierarchy depend to a big extent on the SMEs themselves provided that certain enabling conditions
are in place. The government and business intermediaries can catalyse the process by funding
specific projects and creating relevant financial instruments.
Implication of separate collection of bio-waste vary between low and high, depending on their sector of
operations. Implications will be high for SMEs in the food industry, the agricultural and the forestry
sectors.
One of the main problems of SMEs is lack of awareness. SMEs could step up their internal capacity
building efforts. On the other hand, governmental institutions and business intermediaries can step up
efforts for working with SMEs for improving their environmental performance.
The Executive Environmental Agency in Bulgaria maintains a register of enterprises with waste
management permits.321 There are also registries of enterprises which introduce to the market specific
products generating specific waste streams such as batteries; electrical and electronic equipment; motor
oils; tyres; plastic bags. There is also a registry of the enterprises trading and brokering wastes. It might
be a good idea for the Ministry of Environment and the Ministry of Economy to work with these
enterprises in order to fully align their activities with the transition to the circular economy.
The 2019 European Semester Country Report Bulgaria322 reiterates that ‘the potential of new circular
economy business models is not being exploited’ and waste management continues to be a challenge,
despite municipal waste generation being below the EU average. Separate collection of waste remains
suboptimal at all levels, as do related infrastructure, public awareness and monitoring (EC 2018m). A
‘pay-as-you-throw’ principle was formally introduced but is not enforced. The secondary use of material in
Bulgaria was 4.3% in 2016, substantially below the EU average of 11.7%.
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The capacity of municipalities to organise, procure and manage waste collection and treatment is
limited. This represents a huge opportunity for SMEs, including start-ups, for new initiatives and new
business ideas.
According to the 2019-2020 PwC SMEs survey conducted for the purposes of the current analysis, 12.1%
of the respondents face challenges when implementing the requirements related to the waste
classification, collection and treatment which indicates the need for further support and guidance from the
relevant public authorities. Only 10.1% of surveyed SMEs answer that recycling is a part of their
production process.
The circular economy monitoring framework 323 points to the fact that the circular (secondary) use of
material in Bulgaria was 4.3% in 2016 (significantly lower than the EU-28 average is 11.7%). On the other
hand, Bulgaria performs in line with the EU-28 average in terms of the number of persons employed in
the circular economy, at 1.76% of total employment in 2016 (EU-28 average 1.73%). The percentage of
jobs related to the circular economy seems to have dropped since 2012, when it was 1.83 %. Data are
missing on food waste.324
Figure 70 Waste for recovery by sector of the economy

Source: NSI

In the 2017 Special Eurobarometer on EU citizens’ attitudes towards the environment, 84% of Bulgarians
said they were highly concerned about the effects of plastic products on the environment (EU-28 average
being 87%). Support for circular economy initiatives and environmental protection measures in Bulgarian
society appears to be strong.325

Energy Efficiency and Renewable Energy
The 2020 European Semester Country Report Bulgaria326 underlines that investment needs in the fields
of energy and climate are significant. Frequent amendments of the Energy Act are not conducive to
323
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creating a stable and predictable investment climate. Bulgaria remains the most energy-intensive
economy in the EU by a wide margin. While the structure of Bulgaria's final energy consumption (FEC) is
quite similar to that of the EU, in 2016 energy consumption per unit of GDP was more than 3.5 times the
EU average (EC, 2017c). This inefficient use of energy is preventing Bulgaria from fully exploiting the
potential of its relatively low energy prices and is hampering the competitiveness of the Bulgarian SMEs
and the economy as a whole.
The figure below illustrates the difference in scale between energy productivity in Bulgaria and in EU-28.
Despite the investments in energy efficiency, the improvement in Bulgaria is marginal.
Figure 71 Energy productivity of the Bulgarian economy compared with EU-28 (EUR/kgoe)

2.23

2014
EU-28

8.27

8.2

8.08

8.02

2015

2.35

2.34

2.2

2016

2017

Bulgaria

Source: European Environmental Agency

Bulgaria is lagging behind in its progress towards its 2020 indicative national target for energy efficiency.
In 2018, Bulgaria was off the mark by approximately 8% in terms of primary energy consumption and by
11% in terms of final energy consumption, with both gaps increasing compared to 2016 levels. Targeted
measures and investment can unlock the huge energy-saving potential in the industrial, transport and
residential sectors. The 2019-2020 PwC SMEs survey reiterates these findings as only 33.4% of the
surveyed SMEs have an energy efficiency policy.
Though on track to achieve its 2020 renewable energy target, Bulgaria remains the most GHG emissionintensive economy in the EU. In 2016, the GHG intensity of Bulgaria's economy was 4.3 times higher than
the EU average (EC 2017c). Bulgaria exceeded its 2017 indicative trajectory target as set under the
Renewable Energy Directive. The 2017 level of the Resource Efficiency (RE) share in Gross Final
Energy Consumption (GFEC) stood at 18.7%, well above the 16% target. The share of energy from
renewable sources in the transport sector has increased considerably in recent years and reached 7.2%
in 2017 but it is still below the 2020 target of 10%. At the same time, based on its own projections,
Bulgaria may miss by 1 pp. its 2030 target of keeping its greenhouse gas emissions at no higher than the
2005 level (EC, 2018c). The 2019-2020 PwC SMEs survey demonstrates that only 6.5% of the surveyed
enterprises use green energy in their production processes.
To alleviate the socio-economic impacts of the clean energy transition, planning of transitional measures
is important. Bulgaria accounts for 7% of EU coal production and 6% of jobs in the coal mining sector,
meaning that over 12 000 jobs in coal regions are at risk. Active participation in the EC Coal Regions in
Transition Initiative should help with the preparation of adequate transition strategies and identification of
priority projects and measures. Additionally, Bulgarian regions (around Maritsa Iztok and Bobov Dol)
would be eligible to fund their energy transition from the EU Just Transition Fund. Coal-powered plants
are big companies. This transition concerns SMEs as far as the substituting energy production should
come from smaller producers of renewable energy which will be SMEs.

Resource efficiency and SMEs
The analysis of Bulgarian strategic documents and funding programmes demonstrate that they focus
mainly on energy efficiency, while the issue of resource and material efficiency, being more complex and
difficult to tackle, remains relatively underestimated. There are no specific targets for material resource
efficiency in Bulgaria. The most relevant objective concerns the packaging waste, which is set annually by
the National Waste Management Plan (2014-2020).
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Resource productivity, i.e. how efficiently the economy uses material resources to produce wealth, in
Bulgaria was 0.30 EUR/kg in 2017 compared to the EU average of 2.04 EUR/kg. Resource productivity in
Bulgaria remains among the lowest in the EU together with Estonia and Romania. 327
According to the 2019-2020 PwC SMEs survey , 31.2% of the SMEs respondents that they use ecofriendly materials and resources, while 68.8% gave a negative answer. 28.9% of the SMEs stated that
they have resource efficiency policy in place. 71.4% of the surveyed SMEs stated that the machinery and
vehicles used are compliant with environmental standards.
Figure 72 Companies using eco-friendly materials
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The number of EU Ecolabel products and EMAS328-licensed organisations in a country can give a rough
measurement of the circular economy transition as they both show to what extent this transition is
engaging the private sector and other national stakeholders. As of September 2018, Bulgaria had only 23
products and 5 licenses registered in the EU Ecolabel scheme out of 71,707 products and 2,167 licenses
in the EU-28.329 Bulgaria has 13 organisations on 27 sites registered under EMAS as of March 2020.330
Bulgarian SMEs continue to perform below the EU average on environmental aspects of the Small
Business Act as illustrated in Table 32. The percentage of SMEs that have taken resource efficiency
measures is well below EU average.

Green products and services
The proportion of SMEs that have benefited from public support measures for their production of green
products increased by 9% over 2014-2018. Nevertheless, the proportion of SMEs that have offer green
products or services is below the EU average as shown on Table 32.331 This was confirmed by the 20192020 PwC SMEs survey, where 9.5% of the respondents stated that their SME offers green products
while 90.5% gave a negative answer. The proportion of SMEs that create more than 50% of their turnover
from green products and services is higher than in most EU countries. According to the survey, 9.0% of
the contacted SMEs answered that they plan to launch green products on the market.
There is significant potential for raising awareness and ambition among SMEs to become more resource
efficient and to develop products and services for green markets.

European Commission, 2019. The EU Environmental Implementation Review 2019. Country Report – Bulgaria. Brussels:
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Table 28 Environmental performance of SMEs
Indicator

Bulgaria

EU average

SMEs that have taken resource efficiency measures (%)

65

89

SMEs that have benefited from public support measures for
their resource efficiency actions (%)

42

38

SMEs that offer green products or services (%)

15

25

SMEs that have turnover share of more than 50% generated
by green products or services (%)

24

20

SMEs that have benefited from public support measures for
their production of green products (%)

21

25

Source: The Environmental Implementation Review 2019, Country report Bulgaria

Eco-innovation
Some of the main challenges for eco-innovation in Bulgaria are to increase investment opportunities,
promote efficient use of resources, further develop renewable energy sources, and improve sustainability
practices within the transport sector.332
Cooperation between science and business also remains very weak. Public-private scientific copublications as a percentage of total publications declined to 0.8% in 2017, compared to an EU average
of 3.9%. Patent applications are also very low.333 Cooperation between SMEs and science is crucial for
the transition to the circular economy. It is mainly relevant in terms of product design and development,
substitution of fossil-based products with bio-based products, efficient production processes, etc.
The need for improvement is also demonstrated by the results stemming from the 2019-2020 PwC SMEs
survey . According to it, 18.3% of the SMEs responded that they have environmental standards in place,
while 81.7% gave a negative answer.
The above findings are confirmed by the latest performance of Bulgaria in the Eco-innovation index. The
Eco-Innovation Scoreboard (Eco-IS)334 and the Eco-Innovation Index illustrate eco-innovation
performance across the EU member states. They aim at capturing the different aspects of eco-innovation
by applying 16 indicators. The Eco-Innovation Index shows how well individual member states perform in
different dimensions of eco-innovation compared to the EU average and presents their strengths and
weaknesses.
Bulgaria is second from the bottom in terms of eco-innovation and remains firmly in the group of countries
that have still to catch up on this area.
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Figure 73 Components of the Eco-innovation Index for Bulgaria, 2017

Source: European Commission

Bulgaria performs consistently low in terms of the indicators included in the Eco-innovation index with
relevance to SMEs and the environment, namely: enterprises which introduced innovations with
environmental benefits obtained within the enterprise; enterprises which introduced innovations with
environmental benefits obtained by the end user; eco-innovation related patents; exports of products of
eco-industries; and employment in eco-industries. The Eco-innovation activities component for Bulgaria is
37. Compared to the other components, Bulgaria’s higher ranking here is due to the relatively high value
for the indicator “ISO 14001 registered organisations” (per mln pop) at 39, which is higher than the EU-28
average of 30.
Significant drivers of eco-innovation include: increased awareness among businesses, citizens and
government of the benefits of green products and technologies; highly skilled human resources and
knowledge capital; and Bulgaria’s leading regional position in the information and communications
technology (ICT) sector.
The Innovative Strategy for Smart Specialisation of the Republic of Bulgaria, 2014 – 2020 promotes ecoinnovation in Bulgaria until 2020 and also includes the objective for Bulgaria to move from the group of
“modest innovators" to the "moderate innovators" group by 2020. Targeted support for eco-innovation is
provided, for example, by the National Innovation Fund and the European Regional Development Fund
(by Operational Programme “Innovation and Competitiveness” 20142020). In recent years, projects have
been approved for innovative technologies for environmentally sound treatment of hazardous waste,
recovery of waste rubber products, analysis of exhaust emissions, conversion of conventional electric
vehicles, etc.Clean technologies is one of the priority sectors of the Bulgarian Innovation Strategy for
Smart Specialisation. There is a Cleantech cluster in Bulgaria which is running three green
entrepreneurial programmes (Danube Energy+ Tool, Power Up! 2020 and EIT Climate-KIC Accelerator).
EIT Climate-KIC Accelerator is the only EU pre-seed acceleration programme for start-up enterprises with
a sustainable business model. PowerUP! by EIT InnoEnergy 2020 is a competition for start-up
enterprises in Central and Eastern Europe in the fields of energy, smart technologies and mobility.
Danube Energy+ Tool is a training programme for young people with innovative ideas in the energy
sector.
The Bulgarian Fund of Funds is running a 58.7 million BGN Technology Transfer Fund 335 to be aligned
with the goals of the national strategy for smart specialisation including clean technologies. The Fund of
335
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Funds is also managing an Urban Development Fund 336 partly targeted at SMEs. The fund will provide
support for projects that improve the urban environment, promote economic growth in the regions and
contribute to increasing energy efficiency. The Fund of Funds is running a Financial Instrument on
Guarantees under OPIC337 providing assistance to enterprises that wish to implement important projects
to improve their energy efficiency as ascertained by an energy audit.
In addition, the Bulgarian Development Bank also offers a leasing line (an on-lending programme) for
purchasing of machinery and equipment for SMEs. Without being specifically mentioned, we can assume
that new machinery is more energy efficient than the old one.
At the same time, to the best of our knowledge, there is no database on green technologies in Bulgaria.

Water management
Only about 26% of Bulgaria's wastewater is collected, 20.4% is subjected to secondary treatment and
6.7% undergoes more stringent treatment where required (EC, 2017b). While wastewater collection and
treatment is in the municipal remit, Bulgarian SMEs could be encouraged to explore eco-innovative
solutions in water reuse and innovative water treatment methods on the premises. 338

Air quality
Bulgaria remains among the member states with the highest pollution-related deaths, number of years of
life lost associated with air pollution and urban population exposure to particulate matter (dust) (EEA,
2018b). The main source of air pollution with particulate matter is the domestic (residential) heating
sector, using solid fuels, and transport. While industry is not a main polluter it still remains a factor
especially in industrial zones. Enforcement of permits with regards to air pollution is of utmost importance.
The problem of incinerating hazardous waste in sub-standard installations should be solved immediately.
Integrated Pollution Prevention and Control (IPPC) permits
As of March 2020, Bulgaria has issued 579 IPPC permits as per the Industrial Emission Directive
(IED)339340. Naturally, only a part of these 579 enterprises are SMEs. One feature of the enterprises with
IPPC permits is that they have to function in line with the Best Available Techniques Reference
Documents (BREFs). In 2017, some 243 inspections in IPPC installations were carried out resulting in 39
fines341.
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3. Barriers to and determinants of the
transition to the circular economy of
Bulgarian SMEs
The Bulgarian strategic framework
Though the Bulgarian strategic and policy framework in the period 2014-2020 has already incorporated
intentions for undertaking measures targeted at SMEs., many of these intentions remain on the level of
wishful thinking and have not led to concrete actions, measures and initiatives.
For example, increasing of the resource efficiency is one of the priorities of the National Development
Programme: Bulgaria 2020 its Action Plan 2015–2017.342 Goal 2 of the Innovation Strategy for Smart
Specialisation of the Republic of Bulgaria 2014-2020343 is “support for accelerated uptake of
technologies, methods, etc., for improvement of the resource efficiency and the application of information
and communications technology (ICT) in enterprises of all industries”. The priority activities include the
promotion of innovation for resource efficiency in the water sector (reuse and recycling of water, water
and waste water treatment, including resource recovery; and intelligent monitoring systems) and in waste
sector (waste prevention, collection, recycling and recovery; introduction of high-tech information and
communication systems for reporting quantities of waste collected). It is worth noting that clean
technologies (electric vehicles, fuel cells, hydrogen society) is one of the priority areas for development
identified in the strategy.
In 2013 the National Strategy for the Promotion of SMEs – 2014-2020 (Small Business Act) 344
committed to ‘enable SMEs to turn environmental challenges into opportunities’. The government has
also committed to ‘providing more information, expertise and financial incentives in order to fully exploit
the opportunities for new "green" markets and increased energy efficiency, partly through the introduction
of SME management systems environment’.
A national resource efficiency strategy does not yet exist in Bulgaria, however, the 4th National Waste
Management Plan345 covers the transition from waste management to the efficient use of waste as a
resource, and to sustainable development by preventing waste as far as possible.
In relation to resource efficiency and SMEs, the Europe 2020: National Reform Programme
Programme346 includes measures for the introduction of appropriate incentives and mechanisms for
effective water use; and promoting investment in modern facilities for waste recovery through recycling,
reuse and/or extraction of secondary raw materials and energy.
Financial interventions under OP "Innovation and Competitiveness 2014-2020” (OPIC) focus on
increasing of the resource efficiency of SMEs in manufacturing industry. The OP states that promoting
resource efficiency in enterprises, especially those from the manufacturing industry (raw materials
extraction), is a vital process as these enterprises have the lowest resource productivity and energy
efficiency in the economy.
The Bulgarian government has not adopted a national circular economy strategy, though the
Governmental Programme 2017–2021 includes circular economy goals and ways of fulfilling them. As
part of the Governmental Programme 2017–2021, a national circular economy strategy is to be
developed. The Strategy and Action Plan for the Circular Economy in the Republic of Bulgaria will cover
the period 2021– 2030.347
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Bulgarian SMEs and a transition to circular economy
The below presented preliminary SWOT snapshot with regards to the transition of Bulgarian SMEs to the
circular economy has been drafted based on the performed analysis. The snapshot is followed by
suggestions and recommendations for enhancing the opportunities of Bulgarian SMEs to make the
transition to the circular economy.
Figure 74 SWOT Snapshot for Bulgaria with regards to a transition to the circular economy

Strengths

Weaknesses

•

EU legislation duly transposed

•

Low enforcement of legal obligations

•

National strategic framework opens up the possibilities
for circular economy (pilot actions)

•

Low integration of circular economy in
environmental, economic & other policies

•

Entry point for circular economy possible within the
RIS3 Strategy

•

Low recycling rate and circularity of the economy

•

Few projects high on the waste hierarchy

•

Low awareness by institutions and population of
the principles of circular economy

•

Limited GPP implementation

•

Territorial disparity and territorial organisation

•

Low level of eco-innovation

Threats

Opportunities
•

•
•

New EU strategic documents focus on circular
economy
Waste Prevention Programme needs to be revised
in 2020
Significant financial resource available within ESIF
with strong environmental and circular economy
conditionalities

•

Bulgarian SMEs perceive environmental measures
and action as a cost rather than as an opportunity

•

Bulgaria continues to be locked in traditional waste
management and landfilling

•

Bulgaria integrates EU requirements only formally
with just a few concrete measures and actions;

•

Balance between better traditional waste management
and innovative circular approaches

•

•

Push economic growth through encouraging new
business models

Bulgarian SMEs do not see direct benefit from
undertaking environmental and circular economy
actions

•
•

Source: PwC own analysis and elaboration

Targeted at national level
Bulgaria needs to ensure compliance with its existing obligations under the EU law related to waste
management, energy efficiency, pollution control, etc. SMEs have an important role to play in these
efforts, partly translated in their permits, supported by national, regional and local programmes.
Efforts should focus on shifting the SME mindset towards perceiving the circular economy, resource
efficiency and environmental protection as an opportunity, a driver of growth, investment and export and
potential for creating added value. Currently, the prevailing perception of SMEs focuses on the costs as
opposed to the benefits.
As the transition to the circular economy is a complex, multi-sectoral and multi-level governance effort
requiring intensive coordination and collaboration, Bulgaria could develop a circular economy roadmap on
national level deploying concrete actions for SMEs with the purpose of networking, building and sharing
knowledge, enabling innovation, etc. The development of the roadmap should take place in close
cooperation with SMEs, business intermediaries, local and regional authorities, NGOs, etc.
Bulgaria has been a modest innovator for many years and consequently may aim at a shift towards
becoming a moderate innovator in the medium term. In order to do so, the necessary funding should be
channelled to SMEs for eco-innovation activities. Specific support programmes should be targeted at the
SMEs and not only for the purchase of new, more resource efficient machines, but for rethinking their
production processes in line with the principles of the circular economy.
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As noted in the European Semester Report on Bulgaria (2020), the country ‘has a huge energy saving
and carbon reducing potential’. Efforts to improve the energy efficiency of SMEs should continue, both in
line with already taken obligations but also through intensified efforts in stimulating voluntary measures,
providing financial streams, etc. Improvements in resource efficiency in general and energy efficiency in
particular will improve the competitiveness of the Bulgarian SMEs.
As the transition to the circular economy will be associated with efforts in a variety of sectors, Bulgaria will
benefit substantially if environment, energy and circular economy issues are integrated in other policies,
strategies, action plans and financial streams with relevance to SMEs.
As the transition to the circular economy is an effort to be undertaken by a multitude of governmental and
non-governmental actors, Bulgaria would benefit from conducting a full mapping of stakeholders (both
government and non-governmental ones) to step up efforts with regards to SMEs and the environment
and putting SMEs on track of transition toward the circular economy,
As industrial symbiosis is an up- and coming circular business model in Europe fully in line with the
circular economy, Bulgaria could consider launching of a pilot project on industrial symbiosis. It is a
system whereby the waste and by-products of one enterprise is used by another one in its production
process. The work on the initiative will encourage to build on already existing synergies or get familiar
with the concept of industrial symbiosis. A pilot industrial symbiosis initiative could be launched in an
industrial zone.
As EMAS is an efficient existing certification system with huge potential, improving the efficiency and
uptake of the EU Eco-Management and Audit Scheme (EMAS) and the pilot programme on
environmental technology verification (ETV) could also benefit businesses and SMEs in particular. The
slow uptake of EMAS has its legitimate reasons and explanation. However, the government can create an
environment and the incentives for SMEs (such as reduced inspection intensity, advantages in public
procurement, etc.) to make EMAS more attractive. For example, EMAS is particularly suitable for the
tourist sector, which is of high priority for the Bulgarian economy.
The government should promote best practices in a range of industrial sectors through the 'best available
technique reference documents' (BREFs) and should encourage industries, including SMEs to get aligned
with them. BREFs are mainly valid for larger enterprises but some of them are also relevant for SMEs
(e.g. in food, drink and milk industries, textiles industry).
The transition of Bulgarian SMEs to the circular economy will also require public and private sources of
financing to scale up improved technologies and processes, develop infrastructure and increase
cooperation between actors in the value chain. Significant support for these objectives will come from EU
funding programmes such as Cohesion Policy, LIFE and COSME. However, additional work needs to be
done with other, national sources of funding to align their funding priorities with climate finance and the
circular economy.
The SME transition to the circular economy should be tightly integrated in the major investment streams
channelled to the SMEs. The institutions in charge of the programming of the 2021-2027 programming
period should take the opportunity to anchor the shift in SME behaviour and thinking throughout the
programmes and their implementation modalities.
In terms of sectoral emphasis Bulgaria should focus on the sectors of the economy with greatest potential
for improvement and also on the sectors which will be in the focus of the new Circular Economy Action
Plan namely textiles, construction, electronics, plastics, packaging, food, furniture and transport and
mobility. Intensified actions by sectors and along the value chain should be undertaken.
The effectiveness and efficiency of Bulgarian SMEs involvement in EPR schemes needs to be evaluated
and enhanced, if necessary.
Economic incentives are an important factor for determining the behaviour of SMEs in terms of waste and
water management, energy and resource efficiency, circular economy, etc. Introducing economic
incentives depends entirely on the national governments as highlighted in the EU Early warning report
from 2018348. The national and regional governments should support SMEs introducing environmental
improvements, ecolabels.

348

European Commission, 2018. The early warning report for Bulgaria on the implementation of EU waste legislation, including the
early warning report for Member States at risk of missing the preparation for re-use/recycling target on municipal waste. Brussels:
European Commission.
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Bulgaria could explore the opportunities to strengthen and scale-up the bio-based sectors and unlock
investments in line with the EU Bioeconomy Strategy and the EU Roadmap for the Blue Bioeconomy.
Bulgaria could, among others, position itself as a supplier of biomass feedstock in European value chains.
Targeted at regional and local level
The transition to circular economy is a multi-governance approach. In times of dwindling resources,
transition to a circular economy is both a necessity and an opportunity for regions and cities, with the
potential to offer long-lasting economic, environmental and social benefits. Bulgarian cities and regions
may take different paths on the way to circular economy, depending on geographic, environmental,
economic or social factors. Intensive work on new Circular Business Models with an active involvement of
SMEs could take place on regional and local level.
As coordination for and understanding of the circular economy is needed on lower administrative levels
as well, Bulgarian regions and/or cities could develop regional and/or city-level circular economy
roadmaps deploying concrete actions for SMEs in the field of circular economy with the purpose of
networking, building and sharing knowledge, enabling innovation, etc.
Cities and regions (or industrial zones adjacent to cities) would also be well-placed to develop pilot
projects in industrial symbiosis whereby enterprises (including SMEs) are connected with symbiotic
relations and the wastes and by-products of certain enterprises become raw materials for others.
Targeted at business intermediaries and sectoral associations
There is no daa existing data on the awareness of Bulgarian SMEs of climate change and mitigation and
adaptation measures, however we can assume that Bulgarian SMEs are yet to get to grips with the
pressing climate change context and improve their understanding on suitable actions and adaptation
measures. Government agencies and business intermediaries could be instrumental in this respect.
As awareness of Bulgarian SMEs of circular economy and resource efficiency potential and opportunities
gradually increases, Bulgaria could consider conducting awareness raising campaign and support for
SMEs with regards to resource efficiency and the opportunities associated with the transition to a circular
economy. During the regional workshops with SMEs, it became evident that there is a strong need for
such campaigns. Business intermediaries have a significant role to play in these efforts by deploying
programmes, trainings and general awareness raising efforts.
Very little action on greening individual sectors has been taking place in Bulgaria. Business intermediaries
and sectoral associations are well-placed to translate the transition to the circular economy in concrete,
sector-based actions.
Business intermediaries could also deploy specific sectoral programmes supporting the transition to the
circular economy and better environmental performance in sectors such as tourism, retail, transport, etc.
Such programmes can start with simple measures and gradually increase the complexity of the
intervention.
Targeted at financial institutions
The improvement of the environmental performance of SMEs will require significant financial resources,
including from the private sector. Therefore, efforts should be made to increase the understanding of the
financial sector in general of circular business models and associated financial specificities.
Targeted at SMEs
As evidenced by available data, waste management in Bulgaria holds huge potential for improvement.
SMEs are major generators of municipal solid waste (MSW) and hazardous waste and implementing
advanced waste prevention and waste management programmes (separate collection, recycling, etc.) is
a major leverage for SMEs to contribute to reaching newly established national reuse and recycling
targets. SMEs should also be strongly encouraged to direct more investments for activities higher up in
the waste hierarchy.
SMEs are major agents of transition towards the circular economy. They are the ones to drive forward a
more circular design of products as well as efforts for prevention of food waste, the substitution of fossilbased products with bio-based products, etc. SMEs should be encouraged to assume the role of leaders
in this transition. Possible actions vary from simple separate collection and recycling to circular design,
improving resource productivity, uptake of Circular Business Models (CBM), etc.
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As engines for skills and knowledge, universities can also catalyse the uptake of circular economy
solutions by SMEs. There is a need to strengthen the cooperation between SMEs and academia in the
development of practical and innovative solutions that enhance circular economy. Such collaboration can
be supported by third organisations and funding schemes.
SMEs are main actors in driving forward the implementation of the European Strategy for Plastics in a
Circular Economy and the Single-Use Plastics Directive and mainly with regards to reconsidering material
and product design aspects, promoting existing alternatives to single-use plastic items (e.g. in catering
and take-aways), and ensuring recycling of plastics.
Data are missing on the extent to which Bulgarian SMEs have embraced smart design but it is safe to
assume that there are huge margins for improvement. SMEs are the main drivers of smart design both in
the context of the Eco-design Directive but also in a wider context. They are also well-placed to work on
strategies to reducing packaging.
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Part IV. Perspectives for development
1. Potential for SMEs sector growth
Key Points
Benchmarking with EU peers
Identified convergence benchmarks with EU members for the SMEs sector development are:

Hungary

Portugal

Greece

Slovakia

Convergence gaps regarding key economic sectors
There is a substantial lag of knowledge-intensive services in Bulgarian SMEs (with the exception
of ICT related services). The most underperforming economic activities in comparison with
convergence benchmark are the following: architectural and engineering activities; technical
testing and analysis; office administrative, office support and other business support activities;
legal and accounting activities; advertising and market research; activities of head offices;
management consultancy activities; scientific research and development; motion picture, video
and television programme production, sound recording and music publishing activities; publishing
activities; manufacture of motor vehicles, trailers and semi-trailers; programming and
broadcasting activities.
There is a considerable potential for an increase in innovations in ICT-related economic activities
and for promotion of SMEs in all other knowledge-intensive services, where a special focus on
development is needed.
Sectoral and regional specialisation of SMEs
SMEs in both the industry and the services sectors are predominantly located in the region of
Sofia City. Other relatively better developed regions are Plovdiv, Varna and Blagoevgrad.
The regional concentration of high-technology manufacturing industries and knowledge-intensive
services is extremely uneven with two well defined poles – the Sofia City region, being the
imperative leader, and the rest of the country – leading to the following conclusions:
-

The uneven sectoral concentration justifies targeted intensive interventions to foster
sector development in all less developed regions.

-

In the leading regions, measures to promote further development of high-tech industries
and knowledge-intensive services and overall SMEs competitiveness are needed.

Promotion of SMEs in high- and medium-high- technology manufacturing industries and
knowledge-intensive services strongly depends on the concurrent development of all inter-related
sectors. This will provide a solid foundation for natural and gradual fostering of the development
of regional economies, taking into account their current advantages and disadvantages.
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Benchmarking with other EU peers
Benchmarking Bulgaria’s SME landscape with leading countries in the EU and with EU members with
similar economies (to the Bulgarian economy) is based on machine learning techniques, using available
Eurostat Structural Business Statistics database at NACE sectors (3 digits) 349.
Clustering of countries in groups indicates that:
Identified convergence benchmarks with EU members with similar economies include Hungary,
Portugal, Greece, and Slovakia. Bulgarian SMEs sector specifics as well as its evolution over the last
decades (both due to policy factors and exogenous improvement of the business environment) are
very similar to the processes, through which SMEs in these four countries have been going through in
the past. The set convergence benchmarks mean that it is feasible and reasonable to expect that in
the forthcoming decade Bulgarian SMEs could further develop and catch up with Hungarian,
Portuguese, Greek and Slovak enterprises, provided adequate interventions are undertaken.
Identified leading benchmarks for Bulgarian SMEs sector include Austria, Finland and Sweden.
Effective restructuring of the Bulgarian SMEs sector in the long term could lead to outcomes, which
resemble the current SMEs landscape in these countries. However, such a process would take at
least several decades, in case that SMEs sector development continues to follow its trajectory
observed during the period 2007-2018. Processes could be speeded up only if extensive efforts and
investments are made in increasing SMEs competitiveness, and if negative demographic trends and
labour market obstacles are overcome in the medium term.
Bulgaria differs significantly from Spain, Italy, Poland and Luxembourg. That means that at this point
of SMEs development, it is not reasonable to expect that the listed four countries could be a suitable
benchmark for the setting of strategic objectives. However, good practices in very specific areas from
these countries could be considered in search for concrete innovative and effective policy measures.
Figure 75 Benchmarking with EU peers

Source: Own calculations

349

The data could be considered rather big since it contains over 370,000 cases, which provides for the robustness and objectivity
of research findings.
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Convergence gaps regarding key economic sectors
Over the period 2008 – 2017, there has been a slow restructuring of Bulgarian SMEs and labour market
towards high- and medium-high technology industries and knowledge-intensive services. Nevertheless,
the structure of the Bulgarian economy is lagging behind that of the convergence benchmark countries
and of the EU in general.
Convergence gaps presented here are defined as the disparity in the SMEs distribution of Bulgaria on the
one hand, and that of a synthetic convergence benchmark economy on the other hand, 350 in terms of
number and percentage of enterprises, as well as number and percentage of employed persons by
economic activities (at 2-digit levels, NACE Rev. 2). These gaps are measured only for high- and
medium-high technology industries and knowledge-intensive services due to their leading role in the
convergence process.
In general, convergence gaps for knowledge-intensive services are much greater than these for high- and
medium-high technology industries. Although the latter industries still need to be further developed, to a
certain extent their development is comparable to that of the convergence benchmark. The only
exception in this case is for the industry Manufacture of motor vehicles, trailers and semi-trailers, for
which the convergence gap is considerable.
Nevertheless, there is a substantial lag of knowledge-intensive services in Bulgarian SMEs 351, with the
exception of ICT related services. The latter sectors are overperforming in comparison to the
convergence benchmark, and recent dynamics indicate for highly likely convergence towards more
developed EU member states in the medium run.
Table 29 Most underperforming economic activities in comparison with convergence benchmark
Rank

Economic activity

Convergence gap
(projections for reaching convergence target by 2027)

1

Architectural and
engineering
activities; technical
testing and analysis

Number of SMEs in this sector is projected to double
Share of SMEs in this sector is projected to increase by 4.5 p.p.
Number of persons employed in this sector is projected to increase
significantly
Share of employed persons in this sector is projected to grow by 2.2 p.p

2

Office
administrative, office
support and other
business support
activities

Number of SMEs in this sector is projected to increase significantly
Share of SMEs in this sector is projected to increase by 4.9 p.p.
Number of persons employed in this sector is projected to increase
significantly
Share of employed persons in this sector is projected to grow by 1.9
p.p.

3

Legal and
Number of SMEs in this sector is projected to double
accounting activities Share of SMEs in this sector is projected to increase by 1.2 p.p.
Number of persons employed in this sector is projected to increase
significantly
Share of employed persons in this sector is projected to grow by 0.8
p.p.

4

Advertising and
market research

Number of SMEs in this sector is projected to increase significantly
Share of SMEs in this sector is projected to increase by 0.7 p.p.
Number of persons employed in this sector is projected to increase
significantly

350

Representing equally weighted the economies of Hungary, Portugal, Greece, and Slovakia, all of which have been identified as
convergence benchmark countries.
351
According to the SME Annual report 2018-2019, in 2018, Bulgarian SMEs in the specialised knowledge-intensive services and
high-tech manufacturing sectors, both of which R&D-intensive, generated 26.6% of SME value added in the manufacturing and
services sectors – a significantly lower value than the EU average of 33.0%.
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Share of employed persons in this sector is projected to grow by 0.6
p.p.

5

Activities of head
offices;
management
consultancy
activities

Number of SMEs in this sector is projected to double
Share of SMEs in this sector is projected to increase by 0.3 p.p.
Number of persons employed in this sector is projected to double
Share of employed persons in this sector is projected to grow by 0.7
p.p.

6

Scientific research
and development

Number of SMEs in this sector is projected to increase significantly
Share of SMEs in this sector is projected to increase by 0.4 p.p.
Number of persons employed in this sector is projected to increase
significantly
Share of employed persons in this sector is projected to grow by 0.2
p.p.

7

Motion picture,
video and television
programme
production, sound
recording and music
publishing activities

Number of SMEs in this sector is projected to increase significantly
Share of SMEs in this sector is projected to increase by 0.3 p.p.
Number of persons employed in this sector is projected to increase
significantly
Share of employed persons in this sector is projected to grow by 0.2
p.p.

8

Publishing activities Number of SMEs in this sector is projected to double
Share of SMEs in this sector is projected to increase by 0.1 p.p.
Number of persons employed in this sector is projected double
Share of employed persons in this sector is projected to grow by 0.3

9

Manufacture of
motor vehicles,
trailers and semitrailers

Number of SMEs in this sector is projected to increase significantly
Share of SMEs in this sector is projected to increase by 0.03 p.p.
Number of persons employed in this sector is projected to increase
significantly
Share of employed persons in this sector is projected to grow by 0.3
p.p.

10

Programming and
broadcasting
activities

Number of SMEs in this sector is projected to increase
Share of SMEs in this sector is projected to increase by 0.1 p.p.
Number of persons employed in this sector is projected to increase
Share of employed persons in this sector is projected to grow by 0.1
p.p.

Source: Own calculations

The presented convergence gaps and identified SMEs sectors, for which development should be
targeted, correspond to the following key findings from the empirical analysis:
There is a strong correlation between the growth of SMEs gross value added and their share in
employment in knowledge-intensive services. Thus, the more Bulgarian SMEs in the knowledgeintensive services, the higher the probability that the country will increase the value added created in
the SMEs sector.
In addition, countries with a higher share of SME employment in high- and medium-high technology
industries and/or knowledge-intensive services are more likely to be better in export performance.
Thus, a more developed segment in knowledge-intensive services would contribute for a potential
increase in SMEs exporting activities.
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Sectoral and regional specialisation
The measuring of sectoral specialisation considers recent and expected restructuring of the Bulgarian
economy and labour market352:
Manufacturing is undergoing a slow shift towards economic activities with relatively higher value
added, which is expected to continue during the period 2021 – 2027. Nevertheless, a major fraction of
manufacturing SMEs is from low technology industries.
In addition, Services will remain the leading sector in terms of number of enterprises and employment
(trade, transport, accommodation and food services).
Therefore, all these sectors should not be ignored in the identification of sectoral and regional
specialisation.
Other economic activities, which should be considered carefully, are education and human health and
social work activities, which are expected to play a more and more important role in the labour market
in Bulgaria over the period 2020 – 2034.
Thus, the focus of policymaking on sectoral specialisation should be on:
Increasing the innovations in the well-developed high- and medium-high technology
industries and knowledge-intensive services;
Fostering development of all other less developed high- and medium-high technology
industries and knowledge-intensive services;
Promotion of overall competitiveness of all other economic activities.

Sectoral concentration of SMEs across Bulgarian regions
In general, SMEs in both the industry and the services sectors are predominantly located in the region of
Sofia City. Other relatively more developed regions are Plovdiv, Varna and Blagoevgrad. Thus, the
sectoral concentration of SMEs across Bulgarian regions reveals that targeted intensive interventions are
needed to foster SMEs sector development in all other 24 less developed regions of the country.
Nevertheless, since competitive advantages in the leading regions, particularly in Sofia City, have been
already achieved, customised measures are needed to promote further development of high-technology
manufacturing industries and knowledge-intensive services as well as overall advancement of competitive
factors.
The regional concentration of high-technology manufacturing industries and knowledge-intensive services
is extremely uneven, with two well defined poles – the Sofia City region, being the imperative leader, and
the country, lagging behind in the number of persons employed, total revenue and turnover per employee
in high-tech industries and knowledge-intensive services. To a certain extent the following relatively well
developed regions in this respect can be additionally identified: Plovdiv and Varna, followed by Burgas
and Blagoevgrad.
Similar polarisation exists regarding the regional concentration of medium-high-technology manufacturing
industries. Next to Sofia City, two other leading regions are well identified, namely Ruse and Plovdiv.
The mapping of medium-low-technology manufacturing industries shows that the regional concentration
is in Sofia City, Plovdiv and Sofia Province. Next biggest regions in terms of number of persons
employed, total revenue and turnover per employee in these activities are Varna, Stara Zagora and Ruse.
The low-technology manufacturing industries are concentrated in Sofia City, Plovdiv and Blagoevgrad,
followed by Dobrich and Sliven.

352

Simeonova-Ganeva, R., Vassilev, A., Ganev, K. and L. Dimitrov, 2019. Medium-term and Long-term Forecasts for the
Development of the Labour Market in Bulgaria: Employment and Labour Market Imbalances, Determinants of Labour Supply (2008–
2034). Sofia: Ministry of Labour and Social Policy, Human Capital.
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Figure 76 Regional concentration of high-technology manufacturing industries and knowledgeintensive services, presented with Sofia City (upper row of subplots) and without this region

Figure 77 Regional concentration of medium-high-technology manufacturing industries, presented
with Sofia City region (upper row of subplots) and without this region
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Figure 78 Regional concentration of medium-low-technology manufacturing industries, presented
with Sofia City region (upper row of subplots) and without this region

Figure 79 Regional concentration of low-technology manufacturing industries, presented with Sofia
City region (upper row of subplots) and without this region
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Main consumers of the products of high-tech industries and knowledgeintensive services on the domestic market
All economic sectors are considered in the present analysis on the basis of existing inter-sectoral
relations drawn from the country input-output framework, namely the Use and Supply tables compiled by
the NSI.
Based on these tables, an identification is made of main sectoral users of the products of high- and
medium-high- technology manufacturing industries and knowledge-intensive services. Thus,
interrelations of economic activities are used for the specification of potential for hi-tech and knowledgeintensive specialisation in each of the regions.
The inter-sectoral analysis shows that main consumers of high- and medium-high- technology
manufacturing industries and knowledge-intensive services in the Bulgarian economy are the following
sectors:
-

Crop and animal production, hunting and related service activities

-

Manufacture of food products, beverages and tobacco products

-

Manufacture of electrical equipment

-

Manufacture of motor vehicles, trailers and semi-trailers

-

Manufacture of coke and refined petroleum products

-

Electricity, gas, steam and air conditioning supply

-

Construction

-

Real estate activities

-

Land transport and transport via pipelines

-

Warehousing and support activities for transportation

-

Air transport

-

Wholesale trade, except of motor vehicles and motorcycles

-

Telecommunications

-

Human health activities

-

Education

-

Public administration and defence; compulsory social security

-

Financial service activities, except insurance and pension funding

-

Insurance, reinsurance and pension funding, except compulsory social security

-

Advertising and market research

Promotion of SMEs in high- and medium-high- technology manufacturing industries and knowledgeintensive services strongly depends on the concurrent development of all inter-related sectors, , so the
two should go hand-in-hand. This will provide a solid foundation for natural and gradual fostering of the
development of regional economies, taking into account their current advantages and disadvantages.
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Table 30 Top 3 Users on the domestic market of products of high-technology and medium-high-technology industries and knowledge- intensive
services
Products of high- and mediumhigh-technology industries and
knowledge- intensive services

Top 3 users on the domestic market (other than the respective sector) NACE, rev.2

Chemicals and chemical products

Manufacture of coke and refined
petroleum products

Crop and animal production, hunting
and related service activities

Manufacture of food products,
beverages and tobacco products

Basic pharmaceutical products and
pharmaceutical preparations

Human health activities

Activities of membership
organisations

Public administration and defence;
compulsory social security

Computer, electronic and optical
products

Computer programming, consultancy
and related activities; information
service activities

Public administration and defence;
compulsory social security

Telecommunications

Electrical equipment

Construction

Manufacture of motor vehicles,
trailers and semi-trailers

Electricity, gas, steam and air
conditioning supply

Machinery and equipment n.e.c.

Construction

Wholesale trade, except of motor
vehicles and motorcycles

Manufacture of electrical equipment

Motor vehicles, trailers and semitrailers

Land transport and transport via
pipelines

Retail trade, except of motor vehicles
and motorcycles

Wholesale and retail trade and repair
of motor vehicles and motorcycles

Other transport equipment

Land transport and transport via
pipelines

Public administration and defence;
compulsory social security

Air transport

Publishing services

Education

Wholesale trade, except of motor
vehicles and motorcycles

Financial service activities, except
insurance and pension funding

Motion picture, video and television
programme production services,
sound recording and music
publishing; programming and
broadcasting services

Advertising and market research

Construction

Telecommunications

Telecommunications services

Construction

Warehousing and support activities
for transportation

Financial service activities, except
insurance and pension funding

Computer programming, consultancy
and related services; information
services

Financial service activities, except
insurance and pension funding

Telecommunications

Warehousing and support activities
for transportation
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Financial services, except insurance
and pension funding

Construction

Wholesale trade, except of motor
vehicles and motorcycles

Real estate activities

Insurance, reinsurance and pension
funding services, except compulsory
social security

Financial service activities, except
insurance and pension funding

Construction

Wholesale trade, except of motor
vehicles and motorcycles

Services auxiliary to financial
services and insurance services

Insurance, reinsurance and pension
funding, except compulsory social
security

Financial service activities, except
insurance and pension funding

Wholesale trade, except of motor
vehicles and motorcycles

Legal and accounting services;
services of head offices;
management consulting services

Construction

Wholesale trade, except of motor
vehicles and motorcycles

Retail trade, except of motor vehicles
and motorcycles

Architectural and engineering
services; technical testing and
analysis services

Construction

Legal and accounting activities;
activities of head offices;
management consultancy activities

Public administration and defence;
compulsory social security

Scientific research and development
services

Human health activities

Public administration and defence;
compulsory social security

Manufacture of food products,
beverages and tobacco products

Advertising and market research
services

Manufacture of food products,
beverages and tobacco products

Computer programming, consultancy
and related activities; information
service activities

Legal and accounting activities;
activities of head offices;
management consultancy activities

Other professional, scientific and
technical services; veterinary
services

Crop and animal production, hunting
and related service activities

Retail trade, except of motor vehicles
and motorcycles

Creative, arts and entertainment
activities; libraries, archives,
museums and other cultural
activities; gambling and betting
activities

Source: Own calculations and elaboration based on Supply and Use Tables, 2014, NSI
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Specification of sectoral and regional specialisation
In measuring the sectoral and regional specialisation, the emphasis is on the potential development of
each of the knowledge-intensive services and high- and medium-high technology industries. Analysis of
the potential development of these sectors takes into account convergence gaps in regard to fostering
technological upgrade of the economy.
Regional specifics are considered at the NUTS-3 level, since NUTS-2 regional level is not representative
when it comes to SMEs development issues – SMEs specifics vary across NUTS-3 regions in many
aspects: seaside vs. rest of the country, Danube river vs. rest of the country, mountain regions vs. plain
landscape, Sofia vs. every other region, North vs. South, etc. Regional specialisation by sectors and
sectoral specialisation within each region are estimated using established empirical approaches 353 and
available large datasets on SMEs354.
Based on Gini Index for Sectoral Concentration for each of the 28 Bulgarian regions, the following
conclusion is made:
-

The strongest over-representation of a single sector is observed in the regions of Smolyan,
Kardzhali, Targovishte, Pernik, Vidin and Lovech;

-

The most under-represented in terms of economic activities compared to the average for the
economy turns out to be the capital’s region of Sofia City.

Similar empirical analysis provides insight into the overall structure and distribution of sectors:
-

Some of the most highly concentrated sectors include economic activities related to:
manufacturing (basic metals; leather and related products; computer, electronic and optical
products; etc.); film, video and television production; and scientific research and development.

-

The least concentrated sectors appear to be food and beverage service activities; legal and
accounting activities; some personal service activities; and the construction of buildings.

In addition to the Gini index application, a subsequent ranking of the top ten economic activities in each
region (in terms of employment and revenues) is made. Also, an in-depth mapping of sectoral
developments across Bulgarian regions (in terms of employment, revenues and revenues per person
employed) is done.
As a result, sectoral and regional specialisation s have been outlined in Table 30 (in terms of hi-tech and
knowledge intensive specialisation , current specialisation in manufacturing industries, and potential hitech and knowledge intensive specialisation ). This provides evidence for formulation and implementation
of SMEs policy at regional level.
The figures and the table below present the findings concerning the current and potential regional
specialisation.

353

Technical notes on measuring regional and sectoral specialisation as well as illustrations of findings are presented in the
Appendix.
354
Sectoral and regional specialisations are measured using Amadeus data set for Bulgarian enterprises in 2018, which
contains main business indicators for approximately 356 thousand enterprises, of which 318,500 are SMEs.
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Figure 80 Current hi-tech and knowledge intensive specialisation

Source: Own elaboration
Note: These maps are with illustrative purposes only - to show the specialisation in each region. The maps’ colours and proportions do not indicate the level of specialisation .
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Figure 81 Current specialisation in manufacturing industries

Source: Own elaboration
Note: These maps are with illustrative purposes only - to show the specialisation in each region. The maps’ colours and proportions do not indicate the level of specialisation .
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Figure 82 Potential hi-tech and knowledge intensive specialisation

Source: Own elaboration
Note: These maps are with illustrative purposes only - to show the specialisation in each region. The maps’ colours and proportions do not indicate the level of specialisation .
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Table 31 Current and potential sectoral specialisation of Bulgarian regions
Region

Level of
Current hi-tech / knowledge intensive Other current specialisation in
specialisation specialisation
manufacturing industries

Potential hi-tech / knowledge
intensive specialisation

Burgas

moderate

Legal and accounting activities

Manufacture of food products;
Manufacture of rubber and plastic
products; Manufacture of fabricated
metal products, except machinery and
equipment

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Blagoevgrad

high

Legal and accounting activities

Manufacture of wearing apparel;
Manufacture of food products;
Manufacture of leather and related
products; Manufacture of wood and of
products of wood and cork, except
furniture; manufacture of articles of
straw and plaiting materials;
Manufacture of rubber and plastic
products

Computer programming, consultancy
and related activities; Scientific research
and development services; Architectural
and engineering services; technical
testing and analysis services;
Advertising and market research

Dobrich

high

Manufacture of chemicals and chemical
products; Manufacture of electrical
equipment; Legal and accounting
activities

Manufacture of food products;
Manufacture of wearing apparel;
Manufacture of rubber and plastic
products

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Gabrovo

high

Manufacture of machinery and
equipment n.e.c.

Manufacture of wearing apparel;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of food
products; Manufacture of rubber and
plastic products; Manufacture of
furniture; Manufacture of textiles;
Manufacture of basic metals

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research
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Haskovo

high

Manufacture of machinery and
equipment n.e.c.

Manufacture of wearing apparel;
Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of textiles

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Yambol

high

Manufacture of machinery and
equipment n.e.c.

Manufacture of food products;
Manufacture of furniture; Manufacture
of fabricated metal products, except
machinery and equipment; Manufacture
of wearing apparel; Manufacture of
basic metals; Manufacture of
beverages; Manufacture of furniture

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Kyustendil

high

Manufacture of electrical equipment;
Manufacture of machinery and
equipment n.e.c.

Manufacture of leather and related
products; Manufacture of wearing
apparel; Manufacture of food products;
Printing and reproduction of recorded
media

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research; Publishing activities

Kardzhali

high

Manufacture of machinery and
equipment n.e.c.

Manufacture of wearing apparel;
Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of textiles

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Lovech

high

Manufacture of machinery and
equipment n.e.c.

Manufacture of furniture; Manufacture of
food products; Manufacture of wood
and of products of wood and cork,
except furniture; manufacture of articles
of straw and plaiting materials;
Manufacture of wearing apparel;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of basic metals

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research
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Montana

high

Manufacture of electrical equipment;
Manufacture of machinery and
equipment n.e.c.

Manufacture of wearing apparel;
Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of furniture;
Manufacture of wood and of products of
wood and cork, except furniture;
manufacture of articles of straw and
plaiting materials

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research; Publishing activities

Pazardzhik

high

Manufacture of machinery and
equipment n.e.c.

Manufacture of wood and of products of
wood and cork, except furniture;
manufacture of articles of straw and
plaiting materials; Manufacture of food
products; Manufacture of wearing
apparel; Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of furniture;
Manufacture of rubber and plastic
products

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Plovdiv

moderate

Manufacture of machinery and
equipment n.e.c.; Manufacture of
chemicals and chemical products

Manufacture of food products;
Manufacture of wearing apparel;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of rubber and
plastic products; Manufacture of coke
and refined petroleum products

Manufacture of computer, electronic
and optical products; Manufacture of
electrical equipment; Scientific research
and development services; Architectural
and engineering services; technical
testing and analysis services;
Advertising and market research

Pernik

high

Manufacture of electrical equipment;
Other professional, scientific and
technical activities

Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of wearing
apparel; Manufacture of basic metals;
Manufacture of rubber and plastic
products

Manufacture of machinery and
equipment n.e.c.; Scientific research
and development services; Architectural
and engineering services; technical
testing and analysis services;
Advertising and market research
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Pleven

moderate

Manufacture of machinery and
equipment n.e.c.

Manufacture of wearing apparel;
Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Razgrad

high

Manufacture of other transport
equipment; Legal and accounting
activities

Manufacture of food products;
Manufacture of wearing apparel;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of basic metals

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Ruse

moderate

Manufacture of machinery and
equipment n.e.c.; Manufacture of
chemicals and chemical products

Manufacture of wearing apparel;
Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of furniture;
Manufacture of basic metals

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Sofia
Province

high

Manufacture of machinery and
equipment n.e.c.; Manufacture of
chemicals and chemical products;
Manufacture of electrical equipment

Manufacture of food products;
Manufacture of rubber and plastic
products; Manufacture of fabricated
metal products, except machinery and
equipment; Manufacture of basic metals

Computer programming, consultancy
and related activities; Scientific research
and development services; Architectural
and engineering services; technical
testing and analysis services; Services
auxiliary to financial services and
insurance services; Advertising and
market research

Shumen

high

Manufacture of chemicals and chemical
products

Manufacture of food products;
Manufacture of wearing apparel;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of rubber and
plastic products; Manufacture of wood
and of products of wood and cork,
except furniture; manufacture of articles
of straw and plaiting materials

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Services auxiliary to financial
services and insurance services;
Advertising and market research

178
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Silistra

high

Manufacture of machinery and
equipment n.e.c.

Manufacture of food products;
Manufacture of wearing apparel;
Manufacture of wood and of products of
wood and cork, except furniture;
manufacture of articles of straw and
plaiting materials; Manufacture of
rubber and plastic products;
Manufacture of fabricated metal
products, except machinery and
equipment

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Sliven

high

Manufacture of chemicals and chemical
products

Manufacture of food products;
Manufacture of textiles; Manufacture of
wearing apparel; Manufacture of
fabricated metal products, except
machinery and equipment; Manufacture
of furniture; Manufacture of rubber and
plastic products;

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Services auxiliary to financial
services and insurance services;
Advertising and market research

Smolyan

very high

Manufacture of electrical equipment;
Manufacture of chemicals and chemical
products

Manufacture of wearing apparel;
Manufacture of wood and of products of
wood and cork, except furniture;
manufacture of articles of straw and
plaiting materials

Manufacture of machinery and
equipment n.e.c.; Architectural and
engineering services; technical testing
and analysis services; Advertising and
market research

Sofia City

moderate

Computer programming, consultancy
and related activities; Legal and
accounting activities; Office
administrative, office support and other
business support activities; Advertising
and market research

Manufacture of food products

Manufacture of computer, electronic and
optical products; Manufacture of
electrical equipment; Manufacture of
machinery and equipment n.e.c.;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services
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Stara Zagora

moderate

Manufacture of machinery and
equipment n.e.c.; Manufacture of
chemicals and chemical products

Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of rubber and
plastic products

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research; Veterinary activities

Targovishte

high

Manufacture of electrical equipment

Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of wearing
apparel; Manufacture of beverages

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Varna

moderate

Computer programming, consultancy
and related activities

Manufacture of food products

Manufacture of computer, electronic and
optical products; Manufacture of
electrical equipment; Manufacture of
machinery and equipment n.e.c.;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Vidin

high

Manufacture of other transport
equipment

Manufacture of wearing apparel;
Manufacture of food products;
Manufacture of rubber and plastic
products

Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research

Vratsa

high

Manufacture of machinery and
equipment n.e.c.; Manufacture of
computer, electronic and optical
products; Architectural and engineering
activities; technical testing and analysis

Manufacture of wearing apparel;
Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment

Scientific research and development
services; Advertising and market
research
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Veliko
Tarnovo

moderate

Manufacture of machinery and
equipment n.e.c.; Office administrative,
office support and other business
support activities

Manufacture of food products;
Manufacture of fabricated metal
products, except machinery and
equipment; Manufacture of wearing
apparel; Manufacture of paper and
paper products

Manufacture of electrical equipment;
Scientific research and development
services; Architectural and engineering
services; technical testing and analysis
services; Advertising and market
research; Veterinary activities

Source: Own calculations and elaboration
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Structure of exports and Global Value Chains
The global trend of rising international production fragmentation generates a higher specialisation in
some states in certain economic activities and business functions. As the production processes of goods
and services more than often occur within global value chains, and outside the borders of a single
country, it becomes crucial to explore different states’ roles in GVCs in order to better understand their
production and exports structure, and internal specialisation s. Furthermore, such analysis sheds light on
potential opportunities for future development in specific sectors, etc.
Previous empirical analysis on the role of Bulgaria in global value chains based on OECD’s 2015 valueadded data base (TiVA) provides calculations for some of the most widely used indicators and aims to
explore the country’s position and role in GVCs as well as its internal trade structure. Based on these
indicators, Bulgaria has registered an ongoing growth in its involvement in GVCs, with the highest
participation of the country in global value chains being in the manufacturing sector. The country appears
to specialise in processing functions, i.e. it is a so-called ‘upstream’ country in GVCs, which leads to a
high share of foreign value added in Bulgarian exports. 355 Bulgarian exports are claimed to have
increased their distance to final demand in GVCs, following the country’s participation in highly
fragmented production chains and the exports of predominantly intermediary goods. That is why it was
suggested that the services sector should continue its growth and increasing importance, for the country
to catch up with more advanced economies and to facilitate further the production in other sectors in
GVCs.
Gross exports’ structure in Bulgaria and in its convergence benchmarks
With the structure of Bulgaria’s exports being one of the crucial determinants of economic growth in the
country, exports have been classified into a few categories in order to identify indicated specialisation
over the recent years. That, combined with the findings on GVCs, provides potential insights into the
overall role of sectors in establishing Bulgaria’s position in international trade. The latter in turn could
suggest the importance of further investment into specific areas of economic activity, thus providing some
advice on future policy making.
For the calculations the WIOD input-output data base is used356, and the methodology applied is based
on the previous analyses on GVCs and the role of Bulgaria 357. Gross exports are divided into four
categories/classes.358 In the next section, figures illustrate development of gross exports by sectors in
Bulgaria during the period 2000-2014 and how it compares with its convergence benchmarking countries
of Greece, Hungary, Portugal, and Slovakia (which have been identified through clustering procedures in
the previous sections of this analysis).
The first figure from the set of graphics on gross exports represents the case of Bulgaria. A tangible
growth in the exports is observed within economic activities related to manufacturing, as well as in the
services share. It is also worth noting that the magnitude of the growth in manufacturing is much larger
than in services. Furthermore, there are recent indications that the manufacturing sector is becoming the
most significant in determining the overall exports’ level for the country.

355

Ivanova, N., Ivanov, E. 2017. The Role of Bulgaria in Global Value Chains. Sofia: Bulgarian National Bank, Discussion
Papers - DP/105/2017.
356
Last updated in October 2016, and containing data for the years between 2000 and 2014, included. That is, 15 data frames
of 2,472 rows and 2,690 columns each, concerning the imports and exports of 28 EU countries, as well as of 15 other major
countries have been used.
357
Ivanova, N., & Ivanov, E. 2017. The Role of Bulgaria in Global Value Chains. Sofia: Bulgarian National Bank, Discussion
Papers - DP/105/2017.
358
Classification of economic activities for the analysis of gross exports is the following:
Class of Economic Activities

NACE codes included

AHFF (Agriculture, Hunting, Forestry, and Fishing)

A01, A02, A03

Manufactures

C10-32

Services

G45-47, H49-53, I, J58-J63, K64-K66, L68, M69-75, N, O84, P85, Q, R, S

Others

B, C33, D35, E36-39, F, T, U
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Figure 83 Structure of Bulgarian gross exports

Source: Own calculations based on 2016 WIOD tables

The structure of gross exports in Hungary and Slovakia seems very much alike to that of Bulgaria during
the period 2000-2014 (especially the plot for Slovakia). To begin with, both countries naturally
experienced shrinkages in their total gross exports following the 2008-2009 events. Moreover, there is an
overall upward trend in the share of manufacturing in the gross exports of both countries. Services also
experience growth, although their share remains overall approximately constant, just like in the case of
Bulgaria.
Major differences include the much higher shares of AHFF (Agriculture, Hunting, Forestry and Fishing) in
Bulgaria, as well as of activities classified as others from the overall gross exports.
Overall these comparisons suggest that the previously described convergence goals and targets for
Bulgaria to reach the structure of the countries from its cluster are quite reasonable.
Figure 84 Structure of Hungarian and Slovakian gross exports

Source: Own calculations based on 2016 WIOD tables

As far as the distribution of gross exports in Portugal and Greece is concerned, similarities with Bulgaria
are of a lesser extent, yet the same trends are still shared. Their fraction of services in the overall exports
is tangibly larger in Portugal and Greece, determined by the importance of well-developed tourism sector
in both countries. Further exploration, however, suggests that in the case of Greece, there has been a
tremendous structural change following the financial crisis of 2008-2009 and the Greek Government-debt
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crisis of 2009. Before these events services were the main part in the country exports – predominantly
linked to transport, accommodation, and tourism and travel-related activities. Nevertheless, after the
recession in Greece the share of gross exports in manufacturing has nearly doubled, and it might be the
case that this trend continues.
Figure 85 Structure of Portuguese and Greek gross exports

Source: Own calculations based on 2016 WIOD tables

In conclusion, there is an overall similarity between Bulgaria and the identified convergence
benchmark countries in terms of structure of gross exports. This confirms previous findings and gives
further reasoning behind future suggestions for expansion policies in certain areas/sectors within the
economy, namely the pending development of knowledge-intensive services and further fostering of
high-tech industries.
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2. Challenges and drivers for SMEs sector
development
Key Points
Main policy issues underlying SMEs development in Bulgaira

Making Bulgairan SMEs
more competitive

Addressing SMEs
information gaps and
needs

Investing in human
capital

Focusing on quality of
educaiton and training

Introducing strategic
planning and market
research in SMEs
practice

Changing entrepreneurial
culture and attitudes
towards entrepreneurship

Pallying evidence-based
policy-making process

Ensuring the Rule of law

Having More stable
regulations

Developing egovernment

Improving transport
services and
infrastructure
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Major policy challenges
Increasing SMEs competitiveness
SMEs face increasingly fierce competition in the global and regional economies and their means to be
successful in such environment are mainly their flexibility, agility, knowledge and skills development
approach. The number of enterprises competing for both existing and new markets is growing and market
demand is constantly changing. In addition to that, consumer preferences and market standards have
become more sophisticated and challenging as the speed of changes increases the pressure over the
enterprises. Competitive advantage is now defined by many parameters, among which price is not the
most important, as it is counterbalanced by quality, brand awareness, health and safety, social
responsibility, brand perception, ecological requirement of products and processes. The intensity of
introduction of new products and processes, faster and more innovative design changes, shorter product
cycles and smaller output chains, higher quality and greater mass customisation, more just-in-time
sourcing and greater punctuality in delivery characterise the context of SMEs operation.
Addressing information needs
There are many challenges for SMEs that can be reduced by spread of and access to information.
Despite the many overwhelming sources and opportunities, the utilisation of information and the tools for
presenting it in a targeted and simplified manner are still in demand. The information points and web sites
should be improved to structure information and to make it user-friendly. The role of chambers of
commerce, industry and business associations as important actors is key for the support to SMEs and
small enterprises, providing informational services and assistance in an easy-to-understand manner in
every region and publishing it on the SME Agency’s portal website.
Investment in human capital
A number of SMEs are critical and take into account that different skills and competences are not well
developed within their company team. Beside specific skills like public procurement and that EU project
development, the key areas, in which the SMEs lack expertise and skills, are: managing innovation and
developing new products / ideas, human resources development strategies, conflict management, crisis
management, preparation of business strategy and plan, sales management, supply chain management,
developing marketing strategies and action plans, financial resources management, communication in a
multicultural environment.
The investment in human capital requires more tailored-made trainings that can answer the SMEs’ needs
as well as better development of the secondary and higher education programs according to the current
sector and technology trends in professional occupations.
The investment in education and training of entrepreneurs is also among the key needs that the 20192020 PwC SMEs survey shows.
Both managers and employees need further training in company specific activities, as well as in
marketing and sales, ICT, management skills.
Introducing strategic planning and market research in SMEs
The specific characteristic that is valid for SMEs is that most of them do not and cannot plan their
activities beyond five-year horizon (83.4%), one in four enterprises actually prepares a medium-term plan
for the next 3-5 years (27.2%), and the share of SMEs that prepare a short-term plan for the next 1-2
years is 58.8%.
Market and marketing research is becoming more popular among SMEs. One in four SMEs has
conducted some kind of marketing research in 2019 (25.2%) and one in six has made a research
regarding position on foreign markets (16.2%). Nevertheless, one in three enterprises has developed own
marketing strategy, regardless of any information gap they may experience due to the rather limited
usage of relevant research services.
The development of skills and competences regarding strategic planning and preparation of marketing
strategy (especially for access to foreign markets) is still a pending issue in the SMEs sector.
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Changing entrepreneurial culture and attitudes towards entrepreneurship
The mainstream perceptions of entrepreneurship and attitudes towards entrepreneurs have not been
favourable over the last decades with respect to the SMEs sector development. As a result, the
entrepreneurial culture in Bulgaria is still underdeveloped and potential for entrepreneurial activity is at a
relatively low level. Another consequence is the underdeveloped entrepreneurial ecosystem, which does
not provide for effective support to SMEs and start-ups.
There is a need for change in both perception and practices in order to promote SMEs development. The
overall attitude towards private business, business owners and entrepreneurs needs to be improved.
Changing entrepreneurial culture and attitudes is a long-term process, which requires introduction of
adequate incentives for the overall development of the entrepreneurial ecosystem. Some of the actions
needed are related to modern entrepreneurship training in all professional fields, since the entrepreneurial
education is a key determinant of raising the awareness of young people, expanding student’s
perceptions for career development as entrepreneurs, and changing attitudes in next generations.
SMEs sector developments indicate that there is an established tradition in certain types of
entrepreneurship like family businesses and technological entrepreneurship, as well as groups of active
SMEs, which operate to a lesser or greater extent in digital, social and female entrepreneurship.
Therefore, the potential for entrepreneurial activity is highly likely to grow in these particular types of
entrepreneurship and adequate policy measures should be based on thorough consideration of the
specific barriers and factors for development of each
Consideration of all key determinants of SMEs development in policy-making process
The SMEs sector operates in a complex dynamic environment, enterprises are heterogenous, and
sectors and regions are unevenly developed. The underlying challenge in this respect is to avoid a
fragmented policy-making process, which addresses only few of the determinants for the sector
development – due to the mandate and competences of the policy maker, implied inertia in formulation
and implementation of measures and programmes, etc. A successful implementation of any strategy in
the field requires consideration of all key determinants of SMEs development so that policy measures are
comprehensive.
Including a list of specific measures for each of the key determinants requires significant resources,
both financial and others. That is why effective and efficient approach to policy-making in the field of
SMEs requires consideration of the complex system, in which the sector operates. This means that in
the process of policy formulation, all key determinants should be analysed and possible incentives for
SMEs in each area should be carefully considered. In this respect, evidence based policy-making
would strongly support both focused and sufficiently inclusive policy.
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Figure 86 Key determinants of SMEs development in Bulgaria

Better access to
markets and higher
level of
internationalization

More intensive
usage of
e-commerce

More intensive
innovation activities

More intensive
activities in the field
of intellectual
property

Better access to
quality education

More intensive
education in
entrepreneurship
(for students in
STEM, arts and
sports, etc.)

Higher quality of
education,
especially in
business
administration and
economics

More intensive
vocational training
and intensive lifelong learning

Better developed
skills in strategic
planning and
marketing research

More intensive
professional
trainings of staff,
managers and
entrepreneurs

More intensive
usage of online
trainings

More intensive
trainings in ICT
skills

More intensive
investments in
digitalization and
ICT

Better developed
e-government

More intensive
investments in
technological
development
and automation

Active promotion
and raising
awareness of green
and circular
economy

More intensive
investments in
sustainable
development
activities and green
products

Promotion of
Bulgarian SMEs
in foreign markets

Better access
to information

Better access
to finance

Source: Own elaboration

188
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Main obstacles for SMEs growth
There are three main types of obstacles for SMEs creation and growth, namely:
Formal and informal institutions – rule of law, stable regulations, e-government, public
administration and administrative procedures, education and culture (including attitudes and
perception of entrepreneurship), etc.
Lack of rule of law, especially on local level, leads to the presence of unfair business competition,
unregistered economy and other outcomes, which prevent the development of entrepreneurship
initiatives. A major consequence for an enterprise, which is strictly following the rules, is that the prices of
its products and services are not competitive, though quality and compliance may be high. As a result,
such an enterprise would strive to survive, while competing with unfair lower prices and struggling with
bad business practices, not having an opportunity to benefit from transparent and fair market
environment.
Lack of stable regulations prevents short-term, midterm and long-term business planning. It leads to
numerous difficulties regarding SMEs decisions about employment, investments, financing, innovations,
etc.
Underdeveloped e-government is also a predicament for businesses. Even if SMEs have invested in
digitalisation, most administrative procedures require paper documents. Furthermore, this contributes to
higher transaction costs (time, human resources, etc.) while dealing with public institutions.
Underdeveloped e-government leads also to more frequent communication with public administration and
more bureaucratic administrative procedures. In case of unfriendly administration and heavy
administrative burden business may face lack of goodwill on behalf of public institutions, and thus suffer
negative business effects (delays, losses, unreasonable restrictions, etc.).
Culture could be an obstacle in many aspects for entrepreneurship, which in turn directly affects SMEs
development. In the recent past, mainstream attitudes towards entrepreneurs in Bulgaria have been
negative, leading to insufficient support by the public (for example, if the neighbourhood refuses to
support local enterprises, to buy their products and services, and sometimes even interferes with their
work). The way some entrepreneurs perceive entrepreneurship could also prevent sustainable
development of the sector – especially, when they are not actively involved in everyday business
processes and prefer luxury consumption at the expense of not investing time and money in their own
businesses.
Finally, educational institutions, which play a crucial role in determining attitudes towards
entrepreneurship and in the formation of human capital, affect the environment in which businesses
operate. Considering the popularity of business and economic majors (not only in Bulgaria, but in EU as
a whole), the lack of access to quality education in entrepreneurship, administration, management,
finance, marketing, etc. results in too many poorly educated entrepreneurs, managers, experts, who are
not able to run SMEs effectively and efficiently.
Market conditions, including access to information, qualified staff, access to finance, access to
markets, income levels and consumption.
Lack of available information about markets, sources of financing, regulations, administrative procedure,
etc. is a major predicament for businesses to grow. Although today internet usage is widespread, in
general timely and relevant information cannot be easily found by businesses –because they do not have
the time to search long enough and because most of the information is not reliable. This prevents efficient
usage of financing and market expansion opportunities.
Lack of qualified staff is one of the greatest concerns of Bulgarian SMEs. This puts limitations on the
enterprises’ growth and threatens business survival in the midterm and in the long run.
Limited access to finance does not allow enterprises to invest in technologies, machines, equipment,
digital solutions, automation, innovations, intellectual property, etc. Such investments are more than
needed by Bulgarian SMEs, but they could hardly be made if financing is not available.
A major obstacle for SMEs is the limited access to markets. On the one hand, local and domestic markets
are rather small and with limited potential. On the other hand, international markets are not easy
penetrate – global competition is high, specific information is needed, time to invest in search of potential
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trade partners should be envisaged, tariff and non-tariff barriers could be prohibitive, etc. All these result
in sustaining same or similar produce, employment and turnover levels in own familiar markets, and
ultimately prevent sector growth.

Transport services and infrastructure
Lack of transport services is a major obstacle for labour mobility. This further deepens the problem with
access to qualified staff. Some SMEs allocate own funds and organise the commuting of their employees
with own transport in order to ensure continuity of operations. For others this is not an affordable option
and they suffer negative business consequences from operating in “isolated” locations. Such
geographical isolation also leads to fewer tourists and visitors who are potential consumers of local goods
and services. Thus, regional inequality deepens and SMEs are stimulated to reallocate in bigger and
more accessible towns.
Road infrastructure turns out to be a significant problem for SMEs since free movement of goods is
limited and transportation costs are higher. In particular, the problem is rather big in the North part of the
country and in the mountain regions, where the road infrastructure is in worse condition and less
developed.
Lack of road infrastructure also prevent foreign trade and access to neighbouring markets (especially in
the case of border areas). Similar is the problem with lack of transport solutions regarding the Danube
river potential.
There is a high level of inter-dependence between all analysed factors for competitiveness and SMEs
sector development. Improving one of these factors in an undertaking entails an improvement in a
number of others. Thus, the most elaborated obstacles could be transformed into the following drivers, if
appropriate policy measures are undertaken.
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Drivers for SMEs creation and growth
Modern drivers for SMEs creation and growth are the access to available global information and
knowledge (including such on market standards and marketing opportunities) and the usage of innovative
technologies. Participation in a cluster of enterprises can improve the opportunities for SMEs to access
such information, to develop skills and competences, and to gain experience in networking with partners
and suppliers, with other producers and providers, and with users and consumers. The use of new
technologies in production, marketing and networking of SMEs (especially those in small villages and
towns) can bring cost-effectiveness and give tools for business networking. Other key factors for
competitiveness which determine the business performance of Bulgarian SMEs over time are the access
to finance, human resource development, ICT usage and digitalisation, innovations, internationalisation.
Although these factors are partially determined internally in each enterprise, improvement in the business
environment and provision of policy incentives can contribute significantly to the development of SMEs
competitiveness.
Therefore, improvement in the access to information, finance, and markets as well as support in
technological development, innovations, digitalisation, internationalisation, and skills formation should be
specifically addressed in the policy-making process. The important part of SMEs development relates to
the enterprise’s own capabilities for ongoing learning and improvements in efficiency and flexibility, where
the continuous improvement skills and mechanisms must be internally developed. Bulgarian SMEs must
become and remain learning organisations under the new development context. In this respect, the
specific configuration of the key factors for competitiveness in the Bulgarian context should be considered
when customised policy measures are formulated.
The fundamental driver, which interacts with all other factors for competitiveness, is the digitalisation
and skills factor – the higher the ICT usage and the better HRD, the more innovative, internationalised,
financed and active in the field of intellectual property an enterprise is. That means that no policy could be
completely successful without provision of ICT and HRD development for the SMEs. Internalisation
cannot be solely developed while ignoring the role of innovations and skills – policy measures in this field
should be related to development of skills and competences, and fostering innovations within the
supported enterprises. More intensive activities in the field of intellectual property cannot happen without
improvements in SMEs innovation infrastructure and activities, and development of human resources,
etc.
Figure 87 Configuration of SMEs factors for competitiveness in Bulgaria, 2011-2020
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Part V. Strategic context
Key strategic parameters
Main objectives of the SMEs Promotion Strategy 2014-2020

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Promoting the
entrepreneurial activity

Ensure appropriate
regulatory and administrative
framework for SMEs through
applying the "Think Small
First” principle

Create responsive state
administration capable to
respond to the needs of
SMEs by facilitating SMEs
daily life, particularly through
the introduction and
expansion of e-government
and the work of "one stop
shop".

Adapt public policy tools to
SME needs: facilitate SMEs’
participation in public
procurement and better use
State Aid possibilities for
SMEs

Improving SMEs' access to
financing

Provide and maintain legal
and economic environment
supportive to timely
commercial payments
transactions

Opportunity and "second
chance" for entrepreneurs in
difficult situation; support for
businesses with difficulties to
finish the old one and start a
new business;

Promote the upgrading of
skills in SMEs and all forms
of innovation

Improving conditions for
SMEs to access external
markets, especially outside
the EU

Promoting innovative SMEs
as well as investment in
innovation and more

SMEs Promotion Strategy 2014-2020
10 priority areas
Entrepreneurship
Second chance
Think Small First
Responsive administration
State aid
Access to finance
Single market
Skills and innovation
Environment
Internationalisation

1.
2.
3.
4.
5.
6.
7.

SMEs Promotion Strategy 2021-2027
6 main priority areas
Entrepreneurship
Access to markets
Access to finance
Digitalisation and skills
Better regulation
Environment
Horizontal priority
Innovations and technological development
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Progress achieved under the implementation of the
SMEs Promotion Strategy 2014-2020
Overall assessment
The SMEs Promotion Strategy 2014-2020 sets the policy framework for the promotion of small and
medium-sized enterprises in Bulgaria. The impact assessment of measures to promote SMEs cannot
fully cover all interventions that are still underway. Due to the specificities of policy funding, mainly
through ESIF funds, a large number of planned schemes are currently in the process of being
implemented or open to application. Therefore, the actual implementation of the SMEs Promotion
Strategy 2014-2020 can be evaluated and reported more systematically by 2023. Despite these
limitations, some general comments on the implementation of the Strategy can be made so far based
on the progress on the monitoring indicators.
The evaluation of the progress achieved under the implementation of the SMEs Promotion Strategy
2014-2020 in the current analysis is based on a review of relevant indicators. Comparisons between
developments in Bulgaria and in the EU are based on the 2019 SBA Fact Sheet for Bulgaria. The
dynamics of the result indicators set within each strategic priority areas are analysed.
Evaluation findings show that there is a considerable progress and positive results achieved for
certain priority areas – slightly more than half of the indicators showed improvement in 2019 in
comparison to 2012 (21 out of 40 indicators). Nevertheless, for the remaining priority areas
improvement in policy implementation is needed, since the result indicators observed score lower
values both compared to previous periods and to the EU average levels.
Table 32 Change in result indicators during the period 2012-2019, by strategic priority areas
Number of
indicators with
improvement
1. Entrepreneurship

Number of
indicators
decreasing in
values
1

2. ‘Second chance’

Number of
indicators with no
change

2

3. Think small first

1

4. ‘Responsive administration’

5

1

5. State aid & public procurement

1

1

6. Access to finance

4

4

7. Single market

2

8. Skills & innovation

4

4

9. Environment

3

2

10. Internationalisation

2

1

TOTAL

21

15

1
1

4

Source: Own calculations based on official statistics and progress reports on implementation of the SMEs Promotion Strategy
2014-2020
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Table 33 Observed progress in priority areas 2012-2019
Priority areas for which
predominantly
improvement was
observed
Responsive administration

Priority areas for which
predominantly decline
was observed

Internationalisation

Think small first

Entrepreneurship

Priority areas
for which no
change was
observed
Second
chance

Mixed progress

Access to finance
State aid & public
procurement
Skills & innovation

Single market
Environment

Comparison with EU average
Indicators for
which Bulgaria is
worse than EU
average level

Indicators for which
Bulgaria is equal to EU
average level

Indicators for which
Bulgaria is better
than EU average
level

1. Entrepreneurship

7

2

3

2. ‘Second chance’

2

3. Think small first

2
1

4. ‘Responsive administration’

6

7

5. State aid & public procurement

3

3

6. Access to finance

4

6

7. Single market

5

8. Skills & innovation

12

1

9. Environment

3

2

10. Internationalisation

4

5

TOTAL

46

2

5

2

31

Source: SBA Fact sheet 2019

In general, Bulgaria is lagging behind in the key indicators that measure business development
environment. Compared to the EU average values of relevant indicators, the country had a
deteriorating performance of 46 indicators, had similar scores for 5 of the indicators, and showed
improvement in 31 indicators. The area most in need of interventions is related to skills and
innovations, where the values of 12 out of 13 indicators for Bulgaria were below the EU average
levels. Although there was an improvement compared to the 2012 baseline values, there is still a
need for more focused policies to develop the entrepreneurship environment. In this respect, it is still
necessary to change the attitude and readiness of the population for entrepreneurial activity. Although
progress has been made in terms of cost and time for doing business, Bulgaria still needs to catch up
with the EU average levels in a number of areas, such as e-services, time to pay taxes, as well as
measures supporting new and growing businesses. The fear of failure rate increased and the
business climate is still under the pre-crisis period359.
The good example from recent years is the regulation 360 adopted on regulatory impact assessments
but its implementation in practice is still poor and thus the change has not produced visible results so
far.

Official Website of the National Statistical Institute. Statistics – General Business Environment Index in Bulgaria. [online]
Available at: < https://infostat.nsi.bg/infostat/pages/reports/query.jsf?x_2=1282>
360
Regulation on Scope and Methodology for Implementation of Impact Assessment. Bulgaria. Council of Ministers Decision
No. 301/14.11.2016
359
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Figure 88 Thematic areas with development in the period 2012-2019 and in comparison with the
EU

Source: Own elaboration based on 2019 SBA Fact Sheet, Bulgaria

Progress on strategic objectives
Entrepreneurship
‘Entrepreneurship’ is the first priority area of the National strategy for promoting small and mediumsized enterprises. The strategic objective of this area is „Bulgaria to be a country where the
entrepreneurial initiative has all the conditions for a quick and easy start and realisation“. There are
five criteria in this thematic area measured by 12 indicators.
In 2019 Bulgaria has better or similar results to the EU average in 5 indicators and shows close
distance from the EU average in 2 other indicators. The indicators with positive results compared to
the EU average are: “establishing business ownership rate”, “entrepreneurship as desirable career
choice” and “share of high growth enterprises”. Very close to the EU average are “high status given to
successful entrepreneurship” and “early stage entrepreneurial activity for female population”.
In 2012 the opportunity-driven entrepreneurship in Bulgaria is 38% (measured by percent of
entrepreneurs), compared to 55% in EU. In 2019 the value of this indicator for Bulgaria is 27.47% and
for EU - 48.46%. Due to the decrease in the value of the indicator, Bulgaria does not succeed in
meeting the operational objective to increase the value above 55%.
There is no data for the indicators „entrepreneurship rate” (% of adults who have started a business or
are taking the steps to star one), „preference for self-employment” (% of adults who would prefer to be
self-employed), „feasibility of becoming self-employed” (% of adults who think it is feasible to become
self-employed) and „share of adults who agree that school education helped them develop an
entrepreneurial attitude“ for 2019.
There are eleven new indicators in The Small Business Act for Europe in 2019. The value of the
indicator “early stage entrepreneurial activity” in 2019 for Bulgaria is 6.0%, compared to 7.64% for EU.
The “early stage entrepreneurial activity for female population” is 5.57% in 2019 for Bulgaria and
5.65% for EU. The “established business ownership rate” in 2019 for Bulgaria is 8.35%, compared to
6.86% for EU. In 2019 the value of the indicator “entrepreneurial intentions” (percentage of adults who
intend to start business with 3 years) for Bulgaria is 5.03%, compared to 13.56% for EU. The value of
the indicator “entrepreneurship as a desirable career choice” in 2019 for Bulgaria is 62.57% and
59.81% for EU. The indicator “high status given to successful entrepreneurship” has similar value for
Bulgaria and EU in 2019 – 69.31% for Bulgaria and 69.17 for EU. The “media attention given to
entrepreneurship” in 2019 for Bulgaria is 44.6%, compared to 56.8% for EU. The value of the indicator
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“entrepreneurship education at basic school” (1-5) in 2019 for Bulgaria is 1.79 and for EU – 2.07. The
“entrepreneurship education at post-secondary levels” (1-5) in 2019 for Bulgaria is 2.44, compared to
2.9 for EU. The “high job creation expectation rate in 2019 for Bulgaria is 2.5% compared to 21.5% for
EU. The share of high-growth enterprises in 2019 for Bulgaria is 11.2% and 10.7% for EU.
Second chance
The strategic objective in this area is „entrepreneurs that have difficulties can quickly and easily close
a failed business and start a new one. The society tolerates and promotes the second chance for
entrepreneurs“. There are three main criteria in this thematic area: „time to close a business“; „cost to
close a business“; „degree of support for a second chance“. In 2012 the value of the indicator “time to
close a business” for Bulgaria is 3.3 years, compared to 1.94 years for EU. In 2019 the indicator has
the same value, which means that Bulgaria could not reach the operational objective “time to close a
business less than 1 year”. However, the EU indicators shows increase and its value for 2019 is 2.01
years.
The value of the indicator “cost to close a business” for Bulgaria in 2012 is 9%, which is less than the
EU average of 10.6%. Bulgaria manages to meet the operational objective by keeping the indicator
value at 9.0% in 2019. For comparison, the average value for EU in 2019 on this indicator is 10.4%.
For 2019 there is no data on the third indicator “degree of support for a second chance”. However, in
The Small Business Act for Europe there are two new indicators in this thematic area - “strength of
insolvency framework index” (0-16) and “fear of failure”. The value of the first indicator for Bulgaria is
12, compared to an average for EU of 11.73. The value of the indicator “fear of failure” for Bulgaria is
47.5%, which is higher than the average for EU – 44.16%.
Think small first
The strategic objective in this area is achieving minimal administrative burden for businesses. There
are three criteria in this thematic area: „burden of government regulations (1=burdensome; 7=not
burdensome)“, „system of licenses and permits“ and „communication strategy and simplification of
rules and procedures“.
The value of the indicator “burden of government regulations” for Bulgaria in 2012 is 3.10, compared
to 3.09 for EU. In 2019 the indicator has value of 3.40, which means that Bulgaria does not succeed
in reaching the operational objective to reduce this value under 3.10. Still, the average value for EU
on this indicator has also increased in 2019 to 3.35. There is no data for the other two indicators for
2019.
Responsive administration
The strategic objective in this area is „registration and start-up of a new business, payment of taxes
and other obligations to the state budget, closure of a bankrupt business, etc. to be carried out in a
fast and easy manner without additional burdens on businesses“. There are nine criteria in this priority
area.
In 2012 the “time it takes to start a business” is 18 days, compared to 14 days for EU. In 2019
Bulgaria meets the operational objective by reducing this time to only 2 days, compared to 2.7 days
for EU.
The “cost to start a business” in 2012 is 1.5% of income per capita, compared to 4.9% for EU. In 2019
this indicator is presented in euro. For Bulgaria, the “cost to start a business” is 28 euro and for EU it
is 270.93 euro.
In 2012 the “paid in minimum capital” for Bulgaria is zero (income per capita), compared to 4.9% for
EU. Bulgaria manages to meet the operational objective by keeping the same value of this indicator in
2019. For comparison the average value of this indicator for EU in 2019 has increased to 9.5%.
The “time required to transfer property” in 2012 in Bulgaria is 15 calendar days, compared to 36
calendar days for EU. For 2019 the value of this indicator for Bulgaria is 19 days, which means that
Bulgaria does not meet the operational objective to keep the value of the indicator at 15 or less
calendar days. For comparison, the average value of this indicator for EU in 2019 has decreased to
23.4 calendar days.
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The “cost required to transfer property” (% of property value) in 2012 for Bulgaria is 3%, compared to
4.69% for EU. Bulgaria succeeds in meeting the operational objective by reducing the value of the
indicator to 2.9%. For comparison, the average value of the indicator for EU in 2019 is 4.89%.
In 2012 the “number of tax payments per year” for Bulgaria is 17, compared to 15 for EU. In 2019
there is a decrease in the value of the indicator both for Bulgaria and EU. The value of the indicator
for Bulgaria is 14 and for EU – 11.39. Although there is decrease in the number of tax payments per
year, it is still higher than the EU average and Bulgaria could not meet the operational objective to
reduce this number under 8.
The “time required to comply with major taxes” in 2012 for Bulgaria is 500 hours, compared to 206
hours for EU. In 2019, the value of this indicator for Bulgaria is 453 hours and for EU – 172.05 hours.
Although there is a decrease in the time required to comply with major taxes, Bulgaria is far from
reaching the operational objective to reduce this value under 150 hours and significantly above the
EU average level.In 2012 the “cost to enforce contracts” (% of claim) for Bulgaria is 23.8%, compared
to 20,6% for EU. Bulgaria manages to meet the operational objective by reducing the value of the
indicator to 18.6% in 2019. For comparison, the average value of this indicator for EU has increased
in 2019 to 20.93%.
There is no data for the indicator “full online availability of the basic public services to the business”
for 2019.
There are three new indicators in in The Small Business Act for Europe in 2019. The value of the
indicator “start-up procedures” for Bulgaria is 7, compared to 5.39 for EU. The value of the indicator
“fast-changing legislation and policies are a problem for doing business” (percentage of respondents
who agree) for Bulgaria is 65%, compared to 61% for EU. The value of the indicator “competency and
effectiveness of government staff in supporting new and growing enterprises (1-5)” for Bulgaria is 2.03
and for EU – 2.6.
State aid and public procurement
The strategic objective in this area is „SMEs should have free and competitive access to public
procurement whose system is maximally electronic. State aid to SMEs should be accessible under all
the rules of competition law and clearly intended to foster a more innovative and entrepreneurial
business environment“. There are six criteria in this thematic area.
“SME`s share in the total value of public contracts awarded” for 2012 in Bulgaria is 79%, compared to
38% for EU. In 2019 the value of this indicator for Bulgaria has significantly decreased to 32.64%
while for EU it has improved up to 51.35%. Bulgaria does not meet the operational objective to
increase the value of the indicator equal to or above 79%.
In 2012 the “average delay in payments from public authorities” in Bulgaria is 14.5 days. Bulgaria
meets the operational objective by decreasing the value of this indicator to 0 days in 2019.
There is no data for the indicators “state aid for SMEs”, “e-procurement availability”, “EU regional
funds for entrepreneurship and SMEs in 2007-2013”, “EU funds for business creation and
development in 2007-2013”.
In 2019, the Small Business Act for Europe introduces four new indicators in this respect which
indicate that: 21.0% of the Bulgarian enterprises participate in public tenders, compared to 32.0% in
the EU; 37.9% of the calls for tenders were split into lots in Bulgaria, compared to 29.9% in EU; the
proportion of bids coming from SMEs in Bulgaria is 65.6% and for EU – 72.5%; the percentage of
awards for which winner was a SME in Bulgaria is 67.0% and for EU – 57.3%.
Access to finance
The strategic objective in this area is „SMEs should have free access to financing at all stages of the
life cycle of the venture capital fund and start-up finance, mezzanine financing and loan guarantees.
The rights of creditors are protected, and the payment of arrears is due“. There are seven criteria in
this thematic area.
The “venture capital investments” (% of GDP) for Bulgaria in 2012 is 0.012%, compared to 0.002% for
EU. In 2019 the value of the indicator for Bulgaria is 0.01% and for EU – 0.03%. Bulgaria does not
succeed in meeting the operational objective to increase the value of the indicator over 0.025%.
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The “strength of legal rights” (0-12) for Bulgaria in 2012 is 8, compared to 7 for EU. Bulgaria meets
the operational objective by keeping the same value of the indicator in 2019. For comparison, the
value of the indicator for EU is 5.7.
The value for the indicator “depth of credit information index” for Bulgaria is 6 in 2012 and 5 in 2019.
Bulgaria does not meet the operational objective to keep the value of the indicator or increase it
above 6.
In 2012 the “total amount of time it takes to get paid” for Bulgaria is 35.9 days. Bulgaria meets the
operational objective by reducing the value of the indicator to 27.0 days in 2019, whileThe EU
average is 33.6 days.In 2012 the “bad debts lost” (% of total turnover) for Bulgaria is 3.6%. The value
of the indicator for 2019 is 2.8%, while the EU average value is 1.7%. Bulgaria does not succeed in
reducing the value of the indicator under 2.5%
The “relative difference in interest rate levels between loans up to EUR 1 million and loans over EUR
1 million” for Bulgaria in 2012 is 16.0%, compared to 19.0% for EU. Bulgaria meets the operational
goal by reducing the value of the indicator to 6.4% in 2019.
In 2012 the “rejected loan applications and unacceptable loan offers” (percentage of loan applications
by SMEs) in Bulgaria are 11.6%, compared to 15.0% for EU. Bulgaria does not meet the operational
goal to keep this value equal to or under 11.0%, as in 2019 the value of the indicator has increased to
15.0%. For comparison, the average value of the indicator for EU in 2019 has dropped significantly
to6.5%.
The “access to public financial support including guarantees” (percentage of respondents that
indicated a deterioration) in 2012 for Bulgaria is 16.7%, compared to 22.0% for EU. The value of the
indicator in 2019 for Bulgaria is 17.0% and for EU – 14.9%. Bulgaria does not meet the operational
objective to decrease the value of the indicator under 10.0%.
In 2012 the “willingness of banks to provide a loan” (percentage of respondents that indicated a
deterioration) for Bulgaria is 13.1%, compared to 27.0% for EU. Bulgaria manages to meet the
operational objective by reducing the value of the indicator to 6.4% in 2019. In comparison, the
average value of the indicator for EU for 2019 is 9.7%.
In 2019 in The Small Business Act for Europe there are two new indicators. The value of the indicator
“equity funding for new and growing firms” (1-5) for Bulgaria is 3.6, compared to 3.0 for EU. The value
of the indicator “business angels funding for new and growing firms” (1-5) is 3.4, compared to 2.9 for
EU.
Internationalisation
The strategic objective of this area is “Bulgarian enterprises have no difficulty in carrying out their
foreign trade: the preparation of documents is fast, easy and cheap”. There are twelve criteria in this
area.
In 2012 the “SMEs importing from outside EU” (% of SMEs) in Bulgaria are 3.8%, compared to 5.0%
for EU. Bulgaria manages to meet the operational objective by increasing the value of the indicator to
10.9% in 2019. For comparison, the average value of this indicator for EU in 2019 is 11.6%.
In 2012 the “SMEs exporting from outside EU” (% of SMEs) in Bulgaria are 1.8%, compared to 3.0%
for EU. Bulgaria manages to meet the operational objective by increasing the value of the indicator to
7.8% in 2019. For comparison, the average value of this indicator for EU in 2019 is 9.8%. No
information nor data is available for 2019 regarding the remaining indicators.
In 2019 in The Small Business Act for Europe, there are seven new indicators. “Information
availability (0-2)” in 2019 for Bulgaria is 1.8 and 1.76 for EU. The “Involvement of trade community (02)” in Bulgaria is 1.5, which is lower than the EU average of 1.6. Bulgaria has higher scores than EU
on the following two indicators: “Advance rulings (0-2)” for which Bulgaria is 2.0, compared to EU
average of 1.8, and “Formalities-automation (0-2)” where Bulgaria is 2.0, compared to EU average of
1.7. The value of the indicator “Formalities-procedures (0-2)” for Bulgaria is 1.79 and for EU – 1.6.
“Border agency cooperation (0-2)” for Bulgaria is 1.7, which is higher than the average for EU of 1.4.
1.8% of the SMEs in Bulgaria are extra-EU online exporters, while the value for this indicator for EU is
5.0%.
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Single market
The eighth priority area of the Strategy is “Single market”. The strategic objective in this area is
„SMEs must have all the conditions to trade freely in the Single Market. Their presence there is
protected by the relevant legislation and provided with information about the necessary standards and
ways to protect intellectual property“. There are five criteria in this thematic area.
In 2012 the “average transposition delay for overdue directives” for Bulgaria is 4.1 months, compared
to 5.5 months for EU. In 2019 the value of the indicator for Bulgaria has increased substantially to
13.1 months and has the one for EU – to 8.4 months. Bulgaria does not succeed in meeting the
operational objective to reduce the value of the indicator under 4 months.
In 2012 the “single market directives not transposed or notified” for Bulgaria is 1.00%, compared to
1.17% for EU. In 2019 this indicator is presented as a number. The value of the indicator for 2019 for
Bulgaria is 7 and for EU – 7.4.
In 2012 “SMEs with intra-EU exports” (percentage of SMEs in industry) in Bulgaria are 3.15%,
compared to 7% for EU. Bulgaria meets the operational objective by increasing the value of the
indicator to 16.69% in 2019. For comparison, the average value of this indicator for EU in 2019 is
16.56%.
In 2012 “SMEs with intra-EU imports” (percentage of SMEs in industry) in Bulgaria are 6.33%,
compared to 17% for EU. Bulgaria meets the operational objective by increasing the value of the
indicator to 19.68% in 2019. For comparison, the average value of this indicator for EU in 2019 is
26.62%.
No data is available for 2019 regarding the indicator “number of directives overdue 2+ years”.
There are five new indicators in in The Small Business Act for Europe in 2019. The “number of
pending infringement proceedings” in Bulgaria is 21, which is lower than the EU average of 25. The
value of the indicator “public contract secured abroad by SMEs (percentage of total value of public
contractors)” for Bulgaria is 0.29%, compared to 3.82% for EU. 3.35% of the SMEs in Bulgaria are
intra-EU online exporters, while this share in EU is 8.38%. The value of the indicator “easy market
access for new and growing enterprises (1-5)” is the same for Bulgaria and EU – respectively 2.78
and 2.79. The value indicator “market access for new and growing enterprises without being unfairly
blocked by established enterprises (1-5)” for Bulgaria is 2.42, which is lower than the EU average of
2.8.
Skills and innovation
The strategic objective of this area is „Increasing SME investment in R&D. Creation of new or
improved products and services by SMEs, individually or in cooperation, introduction of new or
improved organisational or marketing processes. Staff training is national and company policy and
businesses have no difficulty in hiring a trained worker or training a worker or an employee with the
right skills“. There are 10 criteria in this thematic area.
In 2012 “SMEs innovating in-house” (% of SMEs) for Bulgaria are 17.10%, compared to 30% for EU.
In 2019 the value of the indicator for Bulgaria is 13.79% and for EU – 28.95%. Bulgaria does not meet
the operational objective to increase the value of the indicator above 30.00%.
“Innovative SMEs collaborating with others” (% of SMEs) for 2012 for Bulgaria are 3.50%, compared
to 11% for EU. In 2019 the value of the indicator for Bulgaria is 3.65% and for EU – 12.23%. Bulgaria
does not meet the operational objective to increase the value of the indicator above 11%.
In 2012 “SMEs introducing product or processes innovations” (% of SMEs) for Bulgaria are 20.70%,
compared to 34% for EU. In 2019 the value of the indicator for Bulgaria is 16.26% and for EU –
33.32%. Bulgaria does not meet the operational objective to increase the value of the indicator above
34.00%.
“SMEs introducing marketing or organisational innovations” (% of SMEs) in 2012 for Bulgaria are
17.40%, compared to 39% for EU. In 2019 the value of the indicator for Bulgaria is 15.71% and for EU
– 33.43%. Bulgaria does not meet the operational objective to increase the value of the indicator
above 39%.
In 2012 “sales of new-to-market and new-to-firm innovations” (percentage of turnover) for Bulgaria are
14.20%, compared to 13% for EU. In 2019 the value of the indicator for Bulgaria is 5.98% and for EU
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– 13.37%. Bulgaria does not meet the operational objective to increase the value of the indicator
above 14.00%.
“SMEs selling online” (% of SMEs) in 2012 for Bulgaria are 3.00%, compared to 13% for EU. In 2019
the value of the indicator for Bulgaria is 5.53% and for EU – 16.57%. Bulgaria does not meet the
operational objective to increase the value of the indicator above 13%.
In 2012, 4% of SMEs in Bulgaria are purchasing online, compared to 28% in EU. In 2019, the
percentage of SMEs in Bulgaria purchasing online 6.34% and in EU – 25.85%. Bulgaria does not
meet the operational objective to increase the value of the indicator above 28%.
In 2012, 29% of enterprises in Bulgaria are providing training to their employees, compared to 58% in
EU. In 2019, 42.2% of enterprises in Bulgaria are providing training to their employees, compared to
72.6% in EU. Bulgaria does not meet the operational objective to increase the value of the indicator
above 58%.
There is no data for the indicators “SMEs participating in EU funded research (number per 100.000
SMEs)” and “employees` participation rate in education and training (% of total no of employees in
microenterprises)” for 2019.
There are five new indicators in The Small Business Act for Europe in 2019. The indicator of “turnover
of e-commerce” for Bulgaria is 2.0%, which is lower than the average for EU of 10.1%. The
percentage of “enterprises employing ICT specialists” in Bulgaria is 18.7%, which is slightly higher
than the EU average of 18.0%. 8.0% of enterprises provide ICT skills training to their employees in
Bulgaria, compared to 21.22% of the enterprises in EU. The innovation rate in Bulgaria is 14.9%,
which is lower than the average for EU – 28.7%. The value of the indicator “national R&D available to
SMEs (1-5)” in Bulgaria is 2.08, compared to 2.5 for EU.
Environment
The strategic objective of this area is „SMEs invest in energy efficiency, develop, sell and use "green"
products in their production. The state provides financial incentives and informs entrepreneurs of all
opportunities on the path to green “technologies““. There are eight criteria in this thematic area.
In 2012 85.0% of SMEs in Bulgaria have taken resource-efficiency measures, compared to 93.0% in
EU. In 2019 the value of the indicator for Bulgaria drops to 65.0% and for EU – to 89.0%. Bulgaria
does not meet the operational objective to increase the value of the indicator over 93%.
Only 2.0% of the SMEs in Bulgaria in 2012 have benefited from public support measures for their
resource-efficiency actions, compared to 9.0% in EU. In 2019 the percentage of SMEs in Bulgaria that
have benefitted from public support measures for their resource-efficiency actions is already 42.0%
compared to an average of 38.0% in the EU. Bulgaria meets the operational objective to increase the
value of the indicator above 9%.
SMEs that offer green products or services in Bulgaria in 2012 are 21%, compared to 26% in EU. In
2019 this percentage is 15% and in EU - 25%. Due to the decrease in the value of the indicator
Bulgaria does not succeed in meeting the operational objective to increase the value above 26%.
In 2012 SMEs with a turnover share of more than 50% generated by green products or services in
Bulgaria are 17%, compared to 22% in EU. Bulgaria meets the operational objective by increasing the
value of the indicator to 24% in 2019. For comparison, the percentage for EU in 2019 is 20%.
SMEs that have benefitted from public support measures for their production of green products in
Bulgaria in 2012 is 7%, compared to 8% in EU. Bulgaria meets the operational objective by increasing
the value of the indicator to 21% in 2019. For comparison, the percentage for EU in 2019 is 25%.
There is no data for the indicators „innovations with environmental benefits“, „percentage of SMEs
satisfied with the public support in the sphere of environment“ and percentage of SMEs satisfied with
the public support for the production of green products or services“ for 2019.
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The initiatives undertaken for the Strategy
implementation
Important tool for implementation of the Strategy are the European funds and especially ERDF. For
the period 2016-2018 the following measures have been implemented that contributed to the total
improvement of the indicators:
Implemented measures in the area of Entrepreneurship
"Promoting entrepreneurship in areas related to European and regional challenges and sectors of
the National Strategy for the Promotion of Small and Medium-sized Enterprises 2014-2020".
The aim of the procedure is to create and develop new businesses in priority sectors of the National
Strategy for the Promotion of Small and Medium-sized Enterprises 2014-2020 and specific areas
related to overcoming European and regional challenges. The procedure supports projects of micro,
small and medium-sized enterprises that are traders within the meaning of the Commercial Act or the
Cooperatives Act with less than two financial years ended.
Holding a competition European Enterprise Promotion Awards.
The European Enterprise Promotion Awards have been launched at the initiative of the European
Commission and are being awarded the best initiatives to support entrepreneurship. The competition
is organised in two stages - national and European. The Ministry of Economy organises the national
stage of the competition. The aim of the competition is to identify and distinguish the most effective
and original projects that encourage entrepreneurship and small and medium-sized enterprises in
Bulgaria and Europe, to increase the understanding of the importance and role of entrepreneurship in
today's society, to share examples of the most good entrepreneurial policies and practices and to
encourage and inspire future entrepreneurs.
StARTs Project - Establishment of training enterprises in arts and sports schools.
The aim of the stARTs project is to develop the entrepreneurial skills of students in arts and sports
schools so that entrepreneurship education can gradually become an integral part of the curriculum of
these schools, as their curricula does not include entrepreneurship training. Training on the project is
carried out by setting up training companies. Students undergo training and mentoring in
entrepreneurship, intellectual property protection and participate in national training exhibitions of
training enterprises.
Entrepreneurship Conference Follow Your Ideas - Become an Entrepreneur.
The measure envisages conducting a one-day conference, which focuses on the topic of youth
entrepreneurship, entrepreneurship education and training and the opportunities and prospects for
generating new ideas and realizing young people in Europe.
Establishment of a regional network of business incubators.
Establishment of a regional business incubator network through approved projects for cross-border
business incubator programs. Shared jobs, rental offices (below market) for start-ups for a fixed
period, etc.
Entrepreneurship training, including analysis of financing tools for start-ups and others.
The Bulgarian Small and Medium-sized Enterprises Promotion Agency (BSMEPA) оrganises
seminars and trainings for SMEs, with the aim of acquiring entrepreneurial and foreign trade skills,
leading to increasing export potential and increasing the competitiveness of Bulgarian companies.
Voucher scheme to support future entrepreneurs in their first steps to realize the business idea.
Developing and implementing an effective voucher scheme to assist start-ups, including development
of criteria on the basis of which the selection of voucher-assisted enterprises will be carried out, as
well as criteria for certification of external service providers to assist start-ups.
BSMEPA's involvement in the work of the European Women's Entrepreneurship Network (WES).
Representative of BSMEPA participates in the annual WES meeting and disseminates information on
the results of the meeting and on WES initiatives.
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"TechnoStart - Promoting the Innovative Activity of Young People".
The project is aimed at students, people with higher education: bachelor's or master's degrees and
doctoral students, in order to help them start their own businesses by providing them with financial
support for setting up technology companies. The aim is to encourage young people with innovative
and viable ideas to realise those ideas and to promote their successes.
Participation in 'European Entrepreneur's Day' within the European SME Week
European Entrepreneur Day is an initiative that has a strong tradition in Europe and aims to promote
successful models for the creation and development of new businesses. The concept for this forum
was introduced by the EUROCITIES network of European cities and the European Commission.
Encouragement of starting a business through franchising
The measure is aimed at people wishing to start a business through franchising, franchisors;
enterprising people willing to start a business in a well-established business model; young people with
entrepreneurial thinking.
Implemented measures in the area “Think small first”:
Conducting an SME Impact Test
Impact assessment and SME test are key policy instruments for better regulation. Their
implementation achieves a reduction in administrative and regulatory burdens, overregulation and
often changing legislation. By adopting a Concept for performing an SME test and a form providing
specific indicators measuring quantitative impact assessment, the aim is to maximize the protection of
the interests of SMEs and the balanced impact on competitiveness while protecting the public
interest.
Monitoring the strict application of the cost orientation principle.
The methodology adopted in 2012 for determining the cost-oriented amount of fees is intended to
determine such amounts of fees for administrative services as are appropriate to their costs.
Introduction of the principle of "tacit consent" in the special laws.
The measure provides for the introduction of the principle of 'tacit consent' in the administrative
procedures for the granting of a permit or a certificate for activities related to the pursuit of an
economic activity. The measure aims to introduce the principle of regimes, in which the administration
is prepared to apply it, replacing the general principle enshrined in the Administrative Procedure Code
of "tacit refusal".
Access to technical infrastructure.
Reducing the time and cost of access to technical infrastructure (electricity, gas and water) and
facilitating business connection procedures. The measure aims to improve indicators within the World
Bank's Doing Business ranking.
Preparation of cost-benefit analysis and assessment of the effect on the economy of increasing
the threshold for compulsory VAT registration
Increasing the threshold for mandatory VAT registration aims at reducing the administrative burden on
microenterprises. The measure promotes entrepreneurship among Bulgarians, microenterprises and
small family businesses.
Initiation of change in the Commercial Act
Improve the regulatory framework for insolvency proceedings, including with regard to the length of
the discharge period and the costs involved during that time. A change in the Commercial Act is
envisaged, with the creation of a new part “Trader Stabilisation Production”. The aim of the project is
to enable more effective measures to be taken to prevent bankruptcy by rescuing the enterprise, in
the face of a real insolvency risk.
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A Business Guide for SMEs361
The main objective of the guide is to help reduce the administrative burden for SMEs and promote
entrepreneurship in Bulgaria. It also assists SMEs in better understanding and complying with most of
the regimes and procedures. The Business Guide contains summary information on a wide range of
business operations concerning starting a business, administrative management, financial and
accounting operations, commercial activities, personal data protection, participation in procedures
under the Public Procurement Act, R&D, changes in the business structure and termination of
business operations.
Implemented measures in the area “Access to finance”:
Bulgarian Development Bank Program for indirect financing of small and medium-sized
enterprises with up to 100% guarantee commitment to commercial banks in Bulgaria, supported
by the European Investment Bank and the European Fund for Strategic Investments under the
Junker Plan (Junker Bulgaria Program)
In 2017, Bulgarian Development Bank developed a new interbank product for indirect financing of
small, medium-sized enterprises and enterprises with up to 3,000 personnel (MSMEs). The resource
provision of the product is done on a parity basis, through financing from the BDB and the European
Investment Bank, under the Investment Plan for Europe, or the so-called Juncker Plan.
Bulgarian Development Bank Indirect financing program for SMEs with guarantee and counterguarantee under the EIF COSME Program, with support from the European Fund for Strategic
Investments (COSME + Program)
During the reporting period, Bulgarian Development Bank restructured and upgraded the Cosme +
Program in order to expand the opportunity for on-land partnerships and improve the financing
conditions for start-ups. The program provides for priority consideration of start-up companies'
requests.
Technology Transfer Fund: a financial instrument for equity and / or quasi-equity investments. The
instrument will be implemented with funding from Operational Program Innovation and
Competitiveness 2014-2020 (OPIC).
The financial instrument aims to support R&D activity of enterprises, increasing the capacity and
resources for innovation; improving collaboration between businesses and / or businesses and
research organisations that develop and / or implement new or significantly improved processes and
products; providing support for the commercialisation of innovations resulting in products, processes
and technologies; supporting acquisition, management and commercialisation of intellectual property.
Acceleration and Initial Financing Fund.
The Fund is a financial instrument for equity and / or quasi-equity investments. The main objectives of
the financial instrument are: to increase the successful implementation of new business ideas from
the development of an initial concept through product, process and organisational development to the
first commercial sale involving initial marketing and / or support for business development; to provide
strategic value-added support for the businesses being invested, for example by offering a
comprehensive entrepreneurial development package; to contribute to the development of an
entrepreneurial ecosystem. The instrument supports SMEs in their early stages of development.
Mezzanine/ Growth Fund.
The Mezzanine / Growth Fund is a financial instrument for equity and / or quasi-equity investments.
Its main objective is to support the growth potential of SMEs in Bulgaria by: providing access to
alternative forms of financing for SMEs with high growth potential and growth plans locally and
internationally; contributing to increasing the capacity of SMEs for production and services and the
development of new products and services; providing opportunities for enterprises to optimize their
operational and financial capacity with a view to restoring their competitiveness and enhancing their
growth capacity. The instrument supports SMEs in their mature stages of development.
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Official Website of the Ministry of Economy. A Business Guide for SMEs. [online] Available at: <
https://www.mi.government.bg/en/pages/msp-info-220.html>
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Venture Capital Fund
The Venture Capital Fund is a financial instrument for equity and / or quasi-equity investments. It is
aimed at supporting SMEs who are having difficulty finding additional capital to support their growth,
as they are considered too risky, as well as to SMEs aiming at commercial realisation, strengthening
the prospects for high growth, innovation and business expansion. The instrument supports SMEs
with a risk profile.
Financial instrument for shared risk microcredit
The main objectives of the financial instrument are: to improve access to finance for the creation and
development of start-ups, including persons from certain vulnerable groups and social enterprises, as
well as to raise additional private capital aimed at achieving public employment policies.
Bulgarian Development Bank Partnership program for indirect financing of micro, mmall and
medium business FORWARD (Forward Program)
On-lending to commercial banks for the purpose of subsequent investment and financing of micro,
small and medium-sized enterprises.
Bulgarian Development Bank Program for indirect microfinance with the support of the EIF and
the European mechanism for microfinance Facility Progress of the European Union (Progress
Program)"
On-lending to credit and non-bank financial institutions with aim to subsequently providing microcredit and micro-leasing to microenterprises.
Bulgarian Development Bank Small and medium-sized enterprise - Leasing Line Program
The provision of revolving credit facilities for the benefit of non-banking financial institutions registered
with the BNB for the financial leasing of business assets (excluding real estate) for the benefit of
micro, small and medium-sized enterprises lessees registered or engaged in business and investment
in Bulgaria;
Operational Program "Initiative for Small and Medium-sized Enterprises" 2014-2020
Within the framework of the SME Initiative, one guarantee product is planned to be implemented in
Bulgaria. It includes guarantees for granting capital relief to financial intermediaries for crediting to
SMEs on soft terms.
The main objective of the SME Initiative is to stimulate crediting to SMEs and to achieve a significant
improvement in access to finance for SMEs.
Implemented measures in the area “Skills and innovation”:
"Product and processing innovation development".
The purpose of the procedure is to increase the share of enterprises that develop and disseminate
product and process innovations, as well as to increase the innovative capacity of enterprises.
"Support to implementing innovation in enterprises"
The purpose of the procedure is to provide focused support to start-ups in the country for enhancing
innovation in the thematic areas of the Innovation Strategy for smart specialisation (ISSS), and the
implementation of the projects supported under the procedure should lead to market realisation of the
product (commodity or service) or implementing a process in the priority areas of ISSS thematic
areas.
Introducing innovation through the National Innovation Fund and other instruments.
The main objective of the Fund is to promote the R&D activities of the enterprises and to stimulate the
cooperation between science and business in Bulgaria. The Fund encourages innovation by cofinancing the implementation of R&D projects.
The Fund also funds research and development projects under the Eurostars Joint Program under the
Eureka Initiative, which is aimed at small and medium-sized enterprises carrying out research and
development. The program supports those enterprises that will lead joint research and development
projects in partnership with another small or medium-sized enterprise or with a large enterprise or
research organisations.
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Creation and development of thematically focused laboratories.
The purpose of the procedure is to provide support to start-ups in the country for enhancing
innovation in ISSS thematic areas, and the implementation of projects supported under the procedure
should lead to the development of a product (product or service) or process in the priority areas of
ISSS thematic areas.
Innovation strategy for smart specialisation 2014-2020 (ISSS)
"Support for the development of innovation by start-ups"
The purpose of the procedure is to provide support to start-ups in the country for enhancing
innovation in ISSS thematic areas, and the implementation of projects supported under the procedure
should lead to the development of a product (product or service) or process in the priority areas of
ISSS thematic areas.
“Cluster development in Bulgaria”
The purpose of the procedure is to provide support for cooperation and cluster creation in Bulgaria,
capacity development and internationalisation of already established ones as a factor for increasing
the competitiveness of Bulgarian enterprises.
Implemented measures in the area “Environment”:
Revision of the Emissions Trading Scheme.
Protecting the interests of small and medium-sized enterprises in the revision of the Emissions
Trading Scheme and the proposal for a Directive of the European Parliament and of the Council
amending Directive 2003/87 / EC to enhance cost-effective emission reductions and low carbon
investments.
Opportunities to promote new "green" markets.
Opportunities for new “green” markets and increased energy efficiency through policies for
sustainable development, development of a circular economy and increased public engagement in
these processes.
European funds stimulate projects for the introduction of energy-saving technologies and renewable
energy sources in enterprises. The aim is to achieve a reduction in the energy intensity of Bulgarian
enterprises, as well as to some extent diversification of energy sources. The introduction of
environmentally friendly, low-emission, energy-efficient manufacturing technologies is encouraged.
Mandatory energy efficiency audits and mandatory energy efficiency management of enterprises and
industrial systems have been introduced.
Sustainable energy development of Bulgarian enterprises by supporting the activities of
Sustainable Energy Development Agency (SEDA) SMEs.
The purpose of the procedure is directly related to the achievement of the specific objective of OPIC's
Priority Axis 3 "Energy and Resource Efficiency" for Extending the scope and improvement of the
services provided to Bulgarian enterprises in the field of energy efficiency and production of energy
from renewable sources.
The procedure achieves an integrated approach for focused and coordinated implementation of
energy efficiency and renewable energy measures in all economic sectors by providing institutional
support for the SEDA activity to upgrade the capacity to implement energy efficiency measures and
sustainable energy development.
"Support for pilot and demonstration initiatives for resource efficiency."
The purpose of this procedure is directly related to the achievement of the specific objective of OPIC's
Priority Axis 3 "Energy and Resource Efficiency" for enhancing the resource efficiency of enterprises
by developing and implementing new solutions, techniques and methods. The procedure supports
existing SMEs from the manufacturing industry for the following activities: to implement pilot and
demonstration initiatives for efficient and sustainable use of resources in the area of waste, water,
material recycling; awareness and publicity.
The procedure improves the resource efficiency of enterprises by applying new solutions, techniques
and methods, and the expected results are expressed in increasing the share of SMEs with resource
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efficiency measures, improving symbiosis between enterprises along the value chain, improving
awareness of the efficient use of resources in supported SMEs, improving the efficiency of production
processes, reducing their production costs and increasing their competitiveness.
"Energy efficiency for small and medium-sized enterprises"
The main objective of the procedure is to provide focused support to Bulgarian SMEs to promote the
implementation of energy efficiency measures in order to achieve sustainable growth and
competitiveness of the economy.
"Improving production capacity in SMEs"
The purpose of this procedure is directly related to the achievement of the specific objective of OPIC
Investment Priority 2.2 “SME Growth Capacity” for increasing the production capacity and enhancing
the export potential of Bulgarian SMEs.
Implemented measures in the area “Internationalisation”:
Organisation of business forums, conferences and business meetings (B2B) in the country.
The measure aims at establishing business contacts of SMEs with potential investors and partners,
as well as promoting international cooperation and setting up new and joint enterprises between
Bulgarian and foreign SMEs.
Hosted buyers meetings.
The purpose of the measure is to organise visits and meetings of industrial buyers from all over the
world wishing to do business with suppliers from the country (Hosted buyers missions). At the same
time, Bulgarian entrepreneurs will have the opportunity to learn from the best in the industry and to
establish contacts with their potential partners. The aim of the measure is to promote international
cooperation and to increase the number of export-oriented small and medium-sized enterprises.
Organising collective participation of SMEs in international fairs and conferences in Bulgaria
The measure aims to increase the participation of SMEs at international fairs held in Bulgaria. The
number of export-oriented enterprises is expected to increase, export growth, expansion of the market
share of SMEs and the entry of Bulgarian products into new markets.
Organisation of trade missions for SMEs abroad and collective participation of SMEs in trade fairs
and conferences abroad.
The measure aims at increasing the number of export-oriented enterprises, increasing exports,
expanding the market share of enterprises, entering Bulgarian products into new markets by
organising trade missions. The measure also includes the organisation of SME participation in trade
fairs and conferences abroad, through collective participation abroad.
Organising events for organisations representing businesses.
Expanding the support provided by BSMEPA to Bulgarian SMEs by providing support to NGOs,
industry chambers, clusters and others, by organising events supported by BSMEPA with the
participation of NGOs representing businesses.
Organised business delegations abroad accompanying official visits.
The measure aims at increasing the number of export-oriented enterprises, increasing exports,
expanding market share and entering Bulgarian products in new markets by organising business
delegations abroad and accompanying official visits. Through the implementation of the measure, it is
expected that international contacts will be expanded and that the international image of BSMEPA will
be enhanced.
Maintaining a national export web portal, incl. compiling and publishing information for the benefit
of exporters.
The functioning National Export Web Portal provides access to the richest database of foreign
markets information and search opportunities for partners outside the country. The measure aims to
improve the provision of information to SMEs in terms of export opportunities.
Implementation of a measure in the field of SMEs Internationalisation in order to reduce the time,
cost and number of documents required for export and import by SMEs.
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The measure aims to increase the foreign trade relations of Bulgarian enterprises and to facilitate the
procedures for small and medium-sized enterprises to export and import.
Management capacity building and SME growth procedure
The purpose of the procedure is to develop the management capacity and growth of small and
medium-sized enterprises in Bulgaria by providing support for specialised services and promoting the
use of information and communication technologies and services.
Training for the introduction of successful practices for the internationalisation of SMEs
Introducing successful practices for the internationalisation of small and medium-sized enterprises
through trainings and seminars with the participation of SME representatives.
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The Role of ESIF for the implementation of the SMEs
Promotion Strategy 2014-2020
Based on the SIBILA 2.0 model362, ESIF investments that contribute and directly influence the
implementation of SMEs Promotion Strategy 2014-2020 have a positive impact on the country's
macroeconomic development in the short, medium and long term. They have a positive impact on the
investment environment, exports, the labour market and economic activity of the population, wages
and domestic consumption.
The interventions financed by the operational programs during the period under review, have had
positive net effects on the labour market participation rate, employment and unemployment. To date,
this is mainly due to the direct effects of the inflow of resources into the economy (job creation).
Indirect effects are also expected to emerge in the medium and long term (finding expression in
improving the quality of the employed and the workforce as a whole). The latter are also manifested in
a further increase in labour productivity. At the same time, higher employment and reduced
unemployment make it possible to accelerate income growth, with the net effect on the average wage
as of mid-2019 reaching 4.9%.
The simulations show a positive employment effect of 8.8% as a result of absorption of ESIF funds
and a corresponding reduction of 4.1 pp. of the unemployment rate compared to the scenario without
EU funds. It should be borne in mind that most of the measures implemented during the period have a
direct impact on the increase in employment and their effect in the short term is greater.
At the same time, the expected positive impact on labour productivity is mostly indirect. Increasing the
quality characteristics of human capital will in the medium term reflect on an increase in overall factor
productivity and a long-term increase in labour productivity in the economy.

Key operational programs related to the SMEs Promotion Strategy 2014-2020
Operational Program “Innovation and Competitiveness”
The Operational Program “Innovation and Competitiveness” (OPIC) is directly aimed at improving the
competitive position of Bulgarian enterprises. For the period to mid-2019, the first short-term effects
from the implemented interventions on some of the major macroeconomic indicators are already
reported, with the most significant impact on private investment, followed by the effects on private
consumption, imports, exports, current account of the balance of payments and budget balance. The
program also has some impact on the investment environment as a result of the need to co-finance
the investments made by the private sector.
According to the simulation model SIBILA 2.0 in the medium term, the most significant effects on the
macroeconomic environment in the country are expected to be those related to the increase in private
investment as a result of the implementation of the program, with similar effects observed even in the
short term, estimated at 2.4% as of September 2019. Part of the effects of employment growth will
also be related to the creation of highly qualified jobs in relation to investment in innovation.
In the long term, additional effects of increased production interventions will also be observed.
Improved competitive positions will lead to a more significant increase in exports and higher budget
revenues. Increased demand for intermediate goods, if targeted at the local market, will also lead to
increased production in other sectors of the economy.

362

Ministry of Finance, 2019. Report - EU Funds in Bulgaria: Assessment of the macroeconomic effects of the implementation
of programs co-financed by EU funds - September 2019. Sofia: Ministry of Finance. Available at:
<https://www.minfin.bg/bg/1168>
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Table 34 Budgeted and paid financial resources, OPIC
Operational Program
“Innovation and
Competitiveness”

Budget

Total

EU Funding

NF Funding

Total

% of
Implementation

677,522,471.49

575,894,100.47

101,628,371.02

204,634,317.07

30.2%

1,129,476,276.15

960,054,833.75

169,421,442.40

544,720,853.14

48.23%

607,650,235.46

516,502,699.75

91,147,535.71

431,621,797.52

71.03%

88,012,350.00

74,810,497.50

13,201,852.50

0.0

0.0%

81,508,567.87

69,282,281.42

12,226,286.45

45,728,517.03

56.1%

Priority Axis
1.Technological
development and
Innovation
2.Entrepreneurship
and Capacity for
growth of SMEs
3.Energy and
Resource Efficiency
4.Removing
bottlenecks in security
of gas supplies
5.Technical assistance

Actual amounts paid

Source: Information System for Management and Monitoring of EU Funds In Bulgaria 2020

Table 35 Net effects of OPIC on key macroeconomic indicators
Macroeconomic
indicator

1

2

GDP

0.06%

0.31%

Export of goods and services

0.05%

0.23%

Import of goods and services

0.18%

Current account (% of GDP)

PRIORITY AXIS
3

4

5

0.05%

0.00%

0.02%

0.00%

0.00%

0.03%

0.42%

0.39%

0.00%

-0.02 p.p.

-0.03 p.p.

-0.10 p.p.

Private consumption

0.08%

0.37%

0.06%

0.00%

0.02%

Private investment

0.40%

0.89%

1.11%

0.00%

0.04%

Employment (15-64 years)

0.05%

0.35%

0.03%

0.00%

-0.02 p.p.

-0.16 p.p.

-0.02 p.p.

Average salary

0.02%

0.17%

0.01%

0.00%

0.01%

HICP inflation

0.01%

0.09%

0.00%

0.00%

0.01%

Unemployment rate (15-64 years)

Budget balance (% of GDP)

0.01 p.p.

0.06 p.p.

0.00 p.p.

0.00 p.p.

0.00 p.p.

0.00 p.p.

0.03%
-0.02 p.p.

0.02%
-0.01 p.p.

0.01 p.p.

Source: EU funds in Bulgaria September 2019 Ministry of Finance

Operational Program “Human Resources Development”
The Operational Program “Human Resources Development” (OPHRD) is predominantly aimed at
improving the characteristics of the workforce and hence improving the competitiveness of the
Bulgarian production. Due to the nature of OPHRD interventions in the short term positive effects are
observed on the labour market, increase in production and in gross domestic product. By mid-2019
the effect on total employment of completed projects reached 6.9%. The simulations also show a
reduction in the unemployment rate below the baseline scenario, as well as a positive impact on the
average wage of 4.0%. Employment creation interventions have led to an increase in private
consumption and a corresponding increase in demand for Bulgarian products.
As a result of the increased production, as well as of the need to co-finance the implemented
interventions under the program, private investment was stimulated by 8.1%. In the long term, the
program will significantly contribute to more balanced and sustainable growth and to reducing social
disparities. Increased private investment and increased consumption will create conditions for
expanding demand for Bulgarian production on local markets, which will result in an overall increase
in economic activity. Improving the quality of human capital will also have an impact in this direction,
resulting in a significant reduction in the difference in import and export growth rates as a result of
OPHRD investments. The social function of the operational program should also be highlighted, since
it contains deliberate measures for social inclusion and promotion of the social economy. Therefore,
in addition to providing more and better quality employment, it also has a positive impact on reducing
poverty and unemployment and including people with disabilities in the labour market.
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Table 36 Budgeted and paid financial resources, OPHRD
Operational Program
“Human Resources
Development”
Priority Axis
1.Improving the access to
employment and the quality of
jobs
2.Reducing poverty and
promoting social inclusion
3.Modernising the institutions
in the area of social inclusion,
healthcare, equal opportunities
and non-discrimination and
working conditions
4.Transnational cooperation
5.Technical assistance

Budget

Actual amounts paid

Total

EU Funding

NF Funding

Total

1,266,523,402.00

1,092,735,862.00

173,787,540.00

756,951,007.01

% of
Implementation
59.77%

657,995,487.00

559,296,164.00

98,699,323.00

399,693,945.20

60.74%

86,243,096.00

73,306,633.00

12,936,463.00

35,427,195.94

41.08%

38,649,889.00
86,839,683.00

36,717,395.00
73,813,731.00

1,932,494.00
13,025,952.00

15,068,835.35
38,826,785.94

38.99%
44.71%

Source: Information System for Management and Monitoring of EU Funds In Bulgaria 2020

Table 37 Net effects of OPHRD on key macroeconomic indicators
Macroeconomic
indicator
GDP
Export of goods and services
Import of goods and services
Current account (% of GDP)
Private consumption
Private investment
Employment (15-64 years)
Unemployment rate (15-64 years)
Average salary
HICP inflation
Budget balance (% of GDP)

1
2.73%
-0.03%
1.38%
-0.88 p.p.
3.29%
6.39%
5.46%
-2.53 p.p.
3.00%
0.86%
0.55 p.p.

2

PRIORITY AXIS
3

0.73%
0.06%
0.35%
-0.22 p.p.
0.88%
1.55%
1.39%
-0.65 p.p.
0.97%
0.30%
0.16 p.p.

0.02%
0.03%
0.03%
-0.02 p.p.
0.02%
0.05%
0.02%
-0.01 p.p.
0.02%
0.01%
0.01 p.p.

4
0.00%
0.01%
0.01%
-0.01 p.p.
0.01%
0.01%
0.00%
0.00 p.p.
0.00%
0.00%
0.00 p.p.

5
0.02%
0.03%
0.03%
-0.02 p.p.
0.02%
0.04%
0.01%
-0.01 p.p.
0.01%
0.01%
0.01 p.p.

Source: EU funds in Bulgaria September 2019 Ministry of Finance

Operational Program “Small and Medium-sized Enterprises Initiative”
The Operational Program “Small and Medium-sized Enterprises Initiative” finances operations in the
form of loan guarantees for small and medium-sized enterprises. In the short term, the effect on
private investment attracted to financial products is significant. The program also has a direct impact
on the balance of payments, with some improvement in the current account, despite the need to
import raw materials and investment goods to realize the investment intentions. In addition, there is a
slight increase in employment and, consequently, in private consumption.
In the medium and long term, as a result of the implementation of the program, there will be an
increase in economic activity. This, in turn, will have some effect on increasing employment and
reducing unemployment as a result of increased demand for labour. As a result of the increased
demand for labour, there will also be some increase in the average wage and hence private
consumption. Expansion of economic activity and attracted additional investment is expected to be
concentrated in high-tech sectors, most of which are likely to take the form of innovative activity
leading to long-term quality and sustainable growth.
In the long term, additional effects of increased production interventions will also be observed.
Improved competitive positions will lead to a more significant increase in exports and higher budget
revenues. Increased demand for intermediate goods, if targeted at the local market, will also lead to
increased production in other sectors of the economy.
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Table 38 Budgeted and paid financial resources, OPSMEI
Operational Program
“Small and Mediumsized Enterprises
Initiative”

Budget

Total

EU Funding

NF Funding

Total

% of
Implementation

199,494,660.00

199,494,660.00

0.00

199,494,660.00

100.00%

Priority Axis
Improving access to
debt financing for
SMEs in Bulgaria

Actual amounts paid

Source: Information System for Management and Monitoring of EU Funds In Bulgaria 2020

Table 39 Net effects of OPHRD on key macroeconomic indicators
Macroeconomic
indicator
GDP

PRIORITY AXIS
1
0.11%

Export of goods and services

0.08%

Import of goods and services

0.11%

Current account (% of GDP)

0.00 p.p.

Private consumption

0.13%

Private investment

0.22%

Employment (15-64 years)

0.13%

Unemployment rate (15-64 years)
Average salary

-0.06 p.p.
0.08%

HICP inflation

0.04%

Budget balance (% of GDP)

0.02 p.p.

Source: EU funds in Bulgaria September 2019 Ministry of Finance, https://www.minfin.bg/bg/1168
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Governance, coordination and capacity gaps underlying
the successful strategy implementation
Representatives from relevant administration authorities have identified coordination and capacity
gaps which hampered the effective and successful implementation of the current (and previous)
SMEs strategic documents363. These gaps contributed to unexploited synergies, overlapping and
unclear responsibilities across public authorities, and the lack of a unified comprehensive vision
concerning the SMEs sector development. Those gaps refer mainly to:
General governance issues;
Strong dependence of the successful implementation of the SMEs strategy on key policy areas;
Limited coordination of measures formulation and implementation among public institutions;
Inefficient strategic management of complex policy areas;
Insufficiently developed capacity to adequately define priority sectors and to specify customized
supporting measures.

Main gaps identified
Insufficient consideration of macroeconomic context in policymaking
The SMEs Promotion Strategy 2014-2020 was developed in 2013 – a period, when the mainstream
perceptions and expectations concerning macroeconomic dynamics were on the high side. This in
turn led to setting optimistic values regarding policy objectives at the strategic and operational level.
Furthermore, the setting of some targets did not consider the small open economy context (in which
the Bulgarian economy operates). Also, somewhat unrealistic goals were set involving exogenous
factors,364 which cannot objectively be influenced by SMEs policies. In this respect, policymaking (not
only in the SMEs sector area) was not based on comprehensive sensitivity analysis. As a result, the
policy formulation process largely failed to consider realistic alternative scenarios and the associated
possible effects of positive and negative economic shocks. Another major setback was the limited
flexibility built in the strategic framework, which hampered the adequate and on-time adjustment of
strategic actions.
Overall, this to a certain extent prevented the strategic document from being focused on feasible
results.
No tangible progress in key areas of public policy
The success of the SMEs Promotion Strategy 2014-2020 has been dependent on the achievement of
considerable progress in key related policy areas, namely:
Establishment of the rule of law, especially at the regional level. Its absence is a major barrier to
local enterprises. This issue is strongly correlated with the levels of corruption, which strongly
affect market efficiency;
Reduction of the administrative burden, which is still an issue for SMEs, especially when it comes
to local authorities;
Better transport infrastructure and communication, which determine the free movement of people
and goods. The insufficient quantity and quality of transport infrastructure and communication
lead to subsequent difficulties in recruiting qualified human resources and to poor access to
markets.
Higher quality of education and the associated skills formation in entrepreneurs and SMEs
personnel.
363

This section is based on: 1) desk research on public and internal documents concerning the implementation and progress of
relevant strategies; 2) in-depth interviews conducted between October 2019 and February 2020 with representatives of relevant
public bodies who are involved in policymaking at senior management or executive level.
364
E.g. the volume of SMEs exports which is basically determined by foreign demand.
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Coordination and strategic management gaps
The first issue relates to the conventional perception of the SMEs Promotion Strategy 2014-2020 –
many of the stakeholders tend to view this document as being elaborated only formally, to show to
international institutions, with no practical applicability. This perception is rooted in the malpractice
over the last decades to follow the inertia and general public attitudes. Hence, the typical stakeholders
do not have expectations for tangible positive effects, deriving from the document itself. On the
contrary, they associate most of the positive developments in the SMEs sector with natural
evolutionary business processes. At the same time, only a minority of key stakeholders consider that
the content of the strategy can be useful in a real setting. In a situation where all the key stakeholders,
the political decision-makers, and the senior management do not share the view that the strategy can
improve the situation and increase SMEs competitiveness, their commitment to implementing the plan
is largely shaken.
The possible solution to this issue implies that the stakeholders and political decision-makers raise
their awareness of the role of the SMEs strategy, so that enough resources are devoted to its
development and it becomes a viable reference point. In particular, the focus should be put on the
subsequent implementation and performance already at the planning stage.
Another related strategic management issue that affected the successful formulation and
implementation of the SMEs strategy was the insufficient involvement of higher political stakeholders,
the line ministries, etc. At the same time, in order to ensure effective collaboration and
interinstitutional cooperation and coordination of all responsible parties and tangible outcomes, a
complex policy area such as the SMEs sector development demands full commitment and
awareness.
As a consequence, no effective allocation of responsibilities and establishment of formal and
transparent mechanism of reporting takes place. The issue is further exacerbated by the fact that
some of the responsible counterparts are affiliated to institutions different from the so called ‘owners’
of the SMEs strategy, and therefore do not feel committed to it.
Another gap is associated with the reluctance of some stakeholders to change the established
strategic planning and management approach, even though it is obviously suboptimal. This attitude
can be changed if all parties involved (high-level political decision-makers, the senior management
and the implementing teams) possess adequate skills, knowledge, and appropriate motivation.
A crucial issue is the lack of an efficient monitoring and impact evaluation system. Despite the usage
of indicators, the strategic management approach applied in the current SMEs strategy is not truly
evidence-based, and the monitoring system adopted does not allow tracking the net effects of the
policy measures. To this end, a clear system of accountability and monitoring of the implementation
process needs to be introduced.
Capacity gaps
Strategic planning, strategic management, and policymaking in the field of SMEs sector development
requires the availability of a quite broad set of skills, expertise and professional competences.
Therefore, a sufficiently large team of qualified experts in different fields is needed for both the
elaboration and the implementation of the strategy. In this respect, a capacity gap concerning the
development of the current (and previous) SMEs strategy has shaped. More specifically, so far three
separated teams have operated with no clear rules of interaction and coordination: one on planning,
one on implementation, and one on monitoring. For example, experts taking part in planning were not
involved in the implementation and monitoring phases and vice versa, etc. This has undermined
largely the success of SMEs policies.
A different gap emerged based on relevant stakeholders’ observations - that quite often economic
reality, real data, and assumptions about markets are neglected in the process of elaboration of
national and regional strategic documents (related to the SMEs strategy). Although this gap does not
necessarily refer to the policymaking team involved in the SMEs Promotion Strategy 2014-2020, it
clearly indicates that the ability to understand economic realities is among the crucial skills that are
needed in strategic planning and implementation of SMEs policies.
The complexity of the SMEs sector policymaking requires the political leadership of the SMEs
Promotion Strategy 2014-2020 to be truly committed, to possess all the knowledge, skills and
qualities of the modern leader (including skills to deal with conflict management and change
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management), to be able to make difficult decisions, to allocate and redistribute tasks and
responsibilities, to negotiate successfully financial and other policy parameters with counterparts, etc.
Due to numerous and frequent changes in the high political level since 2013, the respective strategy
leaders could not effectively defend and actively support the strategic document.

Lessons learnt and possible solutions
The new strategic documents in the field of SMEs development need to provide for a framework that
strengthens the competitiveness of enterprises at the regional, sectoral and national level, and which
contributes to business growth.
Formation of relevant policymaking skills
All policy makers involved in strategic management today need to face the challenge of considering
and analysing large amounts of information in order to formulate evidence-based policies. In this
respect, the new technologies (such as big data) and the increasingly important policy-relevant
research demand new skills for effective and timely policymaking.
Senior management and experts involved in strategic planning and implementation need to develop
the right skills to obtain, understand and use evidence. Those include skills to assess the reliability of
data, its relevance for specific policy questions, and skills to consider relevant political constraints.
In the first place, trainings and formal education could considerably improve the future policymaking
process by helping form the following policymaking skills:
Critical thinking and skills to formulate relevant to the SMEs sector questions; thеse require the
development of competences in economics, finance, business administration and
entrepreneurship, law, etc.
Data literacy and skills to assess evidence; thеse require the development of skills for data
analysis, quantitative modelling, etc.
Skills to incorporate evidence in policymaking; thеse require the formation of skills to detect
possible uses of available evidence (policy intelligence), skills to manage challenges for evidence
incorporation into the public policy process, etc.
In the second place, soft skills formation is needed, especially for the higher political level and senior
management (e.g. in the field of conflict management, change management, successful negotiations,
effective communication, etc.).
Evidence-based policymaking
Evidence-based policymaking helps public institutions take well-informed decisions through usage of
the best possible available evidence. As opposed to conventional opinion-based policy, the evidencebased policy requires the availability of relevant data at all stages in the policymaking process.
The key prerequisites for the formulation and implementation of evidence-based policy are that:
The data are trustworthy, reliable, and relevant;
The quantitative analysis through which the evidence is derived must be of high quality and
conducted by professionals (statisticians and econometricians, data scientists, data analysts,
etc.);
No political interference with both the data and the empirical findings is allowed.
Historically the policymaking process in the field of SMEs sector development in Bulgaria has not
been evidence-based. So far, policymakers in the sector have relied on their intuition, perceptions and
attitudes, conventional wisdom, and to a lesser extent on theory- and data-driven economic research.
Today the role of an evidence-based approach to public policy is well-recognized in the EU and
worldwide, and there is a pending need to change the established strategic management approach.
As a first step in solving the issue, target indicators should be specified and constructed, and their
values computed and assessed. The next step would be to carry out regular net impact assessments
based on counterfactual analysis. All those would considerably improve the policymaking process and
help it in achieving its strategic objectives.
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More e-government, particularly G2G
The role of e-government in the successful implementation of government strategies is crucial.
Usually, public perceptions in Bulgaria concerning e-government are largely limited to its digital
interaction between government-and-citizens (G2C), government-and-business (G2B), governmentand-employees (G2E), and citizens-and-government (C2G) dimensions. All these are very important
for the SMEs sector development, especially the G2B dimension.
Nevertheless, there is a fifth dimension of the e-Government, which is highly critical in the context of
strategic management: it refers to the digital interaction between the government and its own
administrative structures (G2G). Today both SMEs and large enterprises, irrespective of the size of
their budget, cannot function properly without the use of any management information systems with
sufficient interoperability. As the scale and scope of national strategic management are far more
comprehensive, complex and greater than those of businesses 365, G2G turns out to be of much higher
importance to government as its level and quality of development are key to the successful conduct of
strategic management.
It has been officially declared that the current model for strategic development programming in
Bulgaria seeks to ensure a high degree of coherence between strategic goals and all policy measures
envisaged in the strategic documents and to achieve a synergy effect in the concurrent
implementation of all strategies.
The introduction and development of G2G and the adoption of interoperable management information
systems in the relevant administrations would lead to better results in the context of strategic
management. In particular, well-developed information systems would contribute to clear
differentiation of functions and responsibilities of the different administrative units and can further
provide quick linkages between information arrays serving various sectoral policies.
The following key factors for the successful implementation of every strategy have been pointed out
by representatives of relevant public bodies:
Availability of highly qualified senior management personnel responsible for the strategy
A well-formulated link between the different initiatives and the strategic objectives
Adequate and realistic targets to be achieved in the strategic horizon
G2G – e-government usage in the strategic planning, policy implementation and monitoring of
progress achieved, so that responsibilities are clearly allocated, no overlapping and exclusion
of policy measure is allowed, and potential blame-game (when something is not being
implemented) between institutions is prevented.
Senior management representatives put the stress on the role of a well-functioning mechanism for
submitting feedback in the implementation and coordination with stakeholders.
Representatives at the executive level in public administration tend to focus on the role of:
Commitment and awareness of the higher political level and senior management
Clearly defined responsibilities and division of tasks
Availability of sufficient financial resources envisaged for the strategy implementation

365

Including the case of the SMEs Promotion Strategy 2014-2020.
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Engaging with stakeholders
This chapter presents the mechanism, which ensure involvement of all partners and stakeholders in the
decision-making process regarding the different stages of the National strategy for SMEs 2021-2027
implementation cycle.
Stakeholder involvement in the SMEs Strategy preparation process
The key stakeholders of the National strategy for SMEs 2021-2027 are business representatives,
incubators, clusters, business organisations, national and regional authorities of the institution of the
executive power, local authorities and other interested parties.
Stakeholders’ participation in the discussion of SMEs sector development and elaboration of strategic
priorities and actions was ensured through various channels. In the first place, regional workshops were
organised in each of the NUTS-2 regions. Another channel for direct feedback from SMEs was a national
representative survey conducted among SMEs. In the next place, a direct communication with SMEs
representatives and entrepreneurs was maintained through a series of in-depth interviews at regional
level. Finally, representatives from all non-business stakeholders were engaged in another series of indepth interviews with a focus on successful implementation issues and lessons learnt from previous
strategic documents.
All collected comments and suggestions were considered in the current analysis and are treated as key
sources of information for the development of the National strategy for SMEs 2021-2027. Furthermore,
consultations with relevant stakeholders at national and regional level were also a complementary tool for
validation of information obtained from other sources. Subsequently, regional and national stakeholders
will provide their feedback on the proposed scope of the new strategy, and will further validate strategic
priorities and sub-priorities, policy measures and identified target groups of potential beneficiaries of EU
funds and national financing.
The Ministry of Economy as a key policy institution together with the Small and Medium-sized Enterprises
Promotion Agency (BSMEPA) were actively involved in the process as they took part in all stages of
communication and consultations with the interested parties.
Stakeholder involvement in the National strategy for SMEs 2021-2027 implementation
The strategy will define the institutional framework for the implementation of the measures, the
responsible structures, the links between them, as well as the coordination between the stakeholders and
the measures that each of them should take.
Governance and coordination system and mechanisms for the implementation of the strategy
Main coordination unit of the strategy will be the Economic Policy Directorate of the Ministry of Economy.
A key role of this unit is coordination of strategy implementation, which includes the following activities:
Coordination of the activities of the Advisory Board for the promotion of small and medium-sized
enterprises;
Preparation of proposals for updating the strategy (if appropriate) as well as programmes for its
implementation;
Organisation, coordination and participation in the policy implementation regarding better regulation of
business activity and achievement of higher level of competitiveness of the Bulgarian economy;
Preparation of concrete proposals for improving business environment and eliminating and/or
alleviating existing regulatory regimes;
Preparation of sectoral analysis to support decision-making process in formulating adequate policy
measures aimed to stimulate SMEs sector development, economic growth and improvement of
business conditions;
Participation in the development, organisation, coordination and implementation of SMEs related
policy, including policy measures promoting entrepreneurship, and clusters formation;
Elaboration of proposals and implementation of projects and measures aimed at the implementation
of the Ten SBA principles in Bulgaria;
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Organisation and provision of directions for activities of Working Group No. 15 "Industrial Policy and
Small and Medium-Sized Enterprises" under Decree No. 85 of the Council of Ministers of 2007 on
Coordination on European Union Affairs with the Council on European Affairs;
Taking responsibilities for the implementation of Bulgaria's innovation policy;
Maintenance of liaisons with ministries, agencies and non-governmental organisations regarding
activities related to development a low-carbon and resource-efficient economy, protection of
environment and limitation of climate change according to its functional competence.
The Advisory Board for the promotion of small and medium-sized enterprises will continue its activities in
achieving strategic objectives within the implementation of the National strategy for SMEs 2021-2027.
Hence, the Advisory Board should:
Provide feedback on state of the art and outlined policy for promotion of SMEs sector development
and make proposals for priority areas of interventions;
Provide feedback on SMEs sector analysis (including its sectoral and regional dimensions) and make
suggestions for subsequent updates and/or upgrade of the analysis;
Prepare proposals (whenever needed) for improvement of regulatory framework regarding small and
medium-sized enterprises;
Provide easy public access to information on legislative initiatives, as well as on potential participation
of entrepreneurs, business associations, etc. in discussions of sector regulations;
Provide feedback on policy outcomes and results, as well as make recommendations on the
implementation of the strategy and the annual programs for its implementation.
The mentioned above coordination unit and advisory board should ensure continuous dialogue and
cooperation with all other stakeholders.
Additional mechanisms for coordination and complementarity of various measures undertaken by
different institutions during adoption and implementation of the strategy should be provided through
working groups, expert networks and public discussions on formulation and implementation of individual
priorities, measures and operations.
The implementation of the strategy should be based on the partnership principle and involve
representatives of socio-economic partners and stakeholders in each of the stages, with specific focus
and representation of SMEs associations and other representatives of relevant business associations. In
the strategic planning process, this partnership principle was and will continue to be ensured through
active involvement of all stakeholders (social partners, academic institutions, local and regional
authorities, NGOs) in the initiation, review and approval of each priority and measure. In this respect, the
NGOs representatives should be selected based on a mechanism, which guarantees implementation of
the principles of publicity and transparency, equality and non-discrimination.
Implementation and coordination of the strategy
The National strategy for SMEs 2021-2027 will be submitted to the Council of Ministers for consideration
and adoption. Biennial plans and progress reports on its implementation will be prepared by the
Economic Policy Directorate of the Ministry of Economy based on submitted official information by all
relevant and competent authorities. These plans and progress reports will be submitted for consideration
and adoption by the Council of Ministers. The first two-year Plan for implementation of the National
strategy for SMEs 2021-2027 will cover the period 2021 - 2022.
Communication mechanism
Key determinant of success of this strategic document is its popularisation among all key stakeholders,
especially among SMEs which would mostly benefit from its implementation. Effective activities in the
communication process include identification and implementation of measures aimed at raising the
awareness of all target groups for relevant policies proposed and their implementation instruments.
Although such communication and consultations mechanisms are applied in the strategic development
process, in order to achieve strategic goals their usage must continue during the strategy implementation
as well. The aim of this ongoing communication is to provide reliable, timely, specific and quality
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information about funding opportunities and measures that SMEs can benefit from to widest possible
range of stakeholders.
To continue the policy for transparency and public discussions established and maintained during the first
two programming periods, implementation of the strategy should be accompanied by periodic consultative
meetings and intensive communication with all stakeholders. Furthermore, communication measures
should continue the practice of disclosing for public discussion Guidelines for application before
management authorities approve them. Thus, potential beneficiaries could contribute for a subsequent
successful implementation of measures through providing their feedback at very early stage.
Regular reports on the implementation of the strategy should also be published on the web site of the
Ministry of Economy and should be discussed with the relevant stakeholders.
Mechanism for monitoring of the strategy
Responsible administrative structure for implementation, coordination, monitoring and evaluation of the
Strategy should be the Economic Policy Directorate of the Ministry of Economy.
The successful implementation of the National strategy for SMEs 2021-2027 should be undertaken based
on concerted efforts of all stakeholders. In this respect, the Advisory Board for SMEs promotion will
ensure maintenance of a permanent working format for inter-agency interactions on issues related to
SMEs.
The Advisory Board for SMEs promotion will include a wide range of representatives from institutions
responsible for implementation of economic and SMEs policies, including representatives of ministries,
state agencies, academia and higher education institutions, representatives of municipalities (like
NAMRB), social partners, SMEs associations or other business organisations representatives, etc. The
composition of the Advisory Board will be updated annually, with names of nominated main member and
alternate for each institution. The Chair of the Advisory Board (Minister for the Economy) will approve the
Advisory Board's annual work schedule. The tasks of the Advisory Board will also include collecting
information on competence of responsible ministries and agencies in connection with the development of
biennial plans and progress reports on the implementation of the National strategy for SMEs 2021-2027.
Monitoring, evaluation and updating of the strategy
Timely conduction of monitoring and evaluation activities ensures that the implementation of the strategy
will follow objectives set out therein. Furthermore, where necessary, monitoring and evaluation results
lead to the update of certain measures, so that flexibility and resilience of policies are achieved in respect
with external shocks and alterations (like changes in macroeconomic framework, in legislation at national
and EU level, in socio-economic environment, etc.) and with changes subject to internal factors.
Engagement to update the strategy will be added to the list of tasks of the Advisory Board for SMEs
promotion. The implementation of the National strategy for SMEs 2021-2027 will be evaluated every three
years from the planned period (2021 – 2027). The Directorate of the Ministry of Economy will coordinate
the evaluation process and will encourage stakeholders to actively participate in it. In order to be as
objective as possible, an independent external evaluator will carry out the evaluation.
A final progress report on the implementation of the strategy will be prepared by the Economic Policy
Directorate of the Ministry of Economy at the end of the planning period in order to consider achievement
of objectives set. The final progress report should be disseminated appropriately, so that all stakeholders
and the public are involved in discussions of future policy directions, priorities and objectives.
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Part VI. Preliminary policy recommendations
for the National strategy for SMEs 2021-2027

Difficult access to
finance

Main policy challenge: low SMEs competitiveness
Low level of
Ongoing adoption of
Insufficient skilled labour
internationalisation
ICT, but the speed
in the market, yet many
and difficult access
of digitalisation is
SMEs have reduced their
to markets
rather low
own HRD activities

Low level of
innovation activities;
adn intellectual
property registration

Increasing the competitiveness of SMEs

Provision of better access
to finance

Support in SMEs
internationalisation

Support in digitalisation and
skills formation

Support in innovations and
activities related to
intellectual property

Policy priorities and directions366
I. Entrepreneurship
Actions to improve the environment:
-

For creation and operation of new enterprises

-

For enhancement of the growth potential of enterprises

Actions to improve the entrepreneurial ecosystem:
-

Specific policy measures to enable entrepreneurial ecosystem in most regions in Bulgaria and
thus decrease current disparities – promotion of co-working and collaborating places, business
incubators, entrepreneurship hubs, etc.

-

Entrepreneurial ecosystem policy closely coordinated with the smart specialisation policy

-

Support to relevant organisations at regional level

-

Introduction of a single register of industrial clusters

-

Amendments to the national legislation in order to facilitate the registration of industrial clusters
in Bulgaria

-

Support for training initiatives and opportunities clarification, aimed to create preconditions for
the emergence of sustainable competitive advantages through participation in industrial
clusters

-

Policy measures for increasing the number of joint projects between business organisations
and research units

Promotion of entrepreneurship education

366

The list contains an outline of preliminary high-level policy recommendations only. Elaborated strategic priorities are
currently being developed following the procedure for developing the National Strategy for SMEs development for the period
2021 -2027.
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-

Development of ecosystem for entrepreneurship and innovation at Bulgarian universities

-

Development of entrepreneurial culture and introduction of entrepreneurship education in most
fields of study at university level

-

Promotion of high quality of entrepreneurship teaching and learning at all education levels and
in all fields of study

-

Provision of sustainable and high quality extra-curricular activities in the field of
entrepreneurship at university level

-

Ensuring strong networks for supporting entrepreneurship education at university level

-

Usage of measure outcomes and impact of entrepreneurship education at all education levels
and in all fields of study

Promotion of the development of key to the Bulgarian SMEs sector types of entrepreneurship
-

Support of succession of family businesses

-

Specific targeted support for social and inclusive entrepreneurship

-

Specific policies for support of female entrepreneurship

-

Specific targeted support for green entrepreneurship

-

Support for various types of entrepreneurship with overall high potential positive impact on
economic development and the transformation of Bulgarian economy: technology
entrepreneurship, high-tech entrepreneurship, innovation-driven entrepreneurship, knowledge
entrepreneurship, academic entrepreneurship

Regional focus of entrepreneurship promotion
-

Specific targeted support for entrepreneurship at regional level

Specific targeted support for rural entrepreneurship
II. Access to markets
Establishment and popularisation of a single point of information on support opportunities, public and
other institutions, information campaigns
-

Information for public procurement procedures

-

Provision of online training resources in how to apply for public procurement,

-

Provision of better access to information regarding potential foreign markets

-

Market research support at sectoral level for various (potential) export markets and a single
point of access to such information

Timely planning, coordination and organisation of participation of Bulgarian SMEs in trade fairs and
exhibitions
-

Introduction of more SME-friendly application procedures

Support for adoption of standards, including environmental standards
Support for development of e-commerce
Support for trainings in marketing, negotiations, business communication, and other skills needed for
successful international trade
Application of combined support measures in the promotion of internationalisation, which allow for
simultaneous support for technological development, digitalisation, development of new products and
development of human resources in the threated by the policy SMEs
III. Access to finance
Support for better access to information regarding financing opportunities
-

A single point of information and information campaign explaining the benefits of different
types of funding
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-

Development of financing program materials and application forms in comprehensive and
common language so that entrepreneurs easily understand them

Provision of adequate financial instruments for SMEs to support:
-

Investments in modern technologies

-

TFA investments (e.g. machines and equipment, production lines, etc.)

-

Flexible access to working capital

-

Innovation activities and registration of intellectual property

-

Access to advanced specialised trainings in well-established foreign institutions / organisations

-

Provision of permanent funding opportunities over time

Provision of collateral support - especially for microenterprises (such as guarantee funds)
Provision of grants for development of innovations, digitalisation, intellectual property, and other key
factors of competitiveness
Provision of microfinancing, targeted at microenterprises
Provision of continuous online training in financial management and management accounting, as well
as in investment planning, especially for microenterprises
Measures to reduce the administrative burden and complexity of application procedures
Including transferring of compliance assessment to the financing scheme management body (i.e. not
requiring from the SMEs to assess and declare that they are eligible to apply)
IV. Digitalisation and skills
Promotion of ICT adoption and digitalisation
-

Awareness-raising campaigns for SMEs owners and managers concerning digitalisation in
business and associated benefits

-

Awareness-raising campaigns on the safe use of ICTs and the implementation of appropriate
cyber-security and data privacy processes

-

Development of online portals with information about good practices, digital applications and
analytical solutions in the training of professionals in all professional fields

-

Support for adoption of management information systems

-

Support for development of SME e-commerce tools

-

Support for adoption of information security systems

-

Support for digitalisation of enterprises’ paper archives

-

Support for adoption of cognitive technologies and specialised software packages

-

Capacity building of hubs and business support organisations, in particular the Digital
Innovation Hubs (DIHs)

Support for trainings in development of skills needed in the labour market
-

Application of regular training needs assessment for precise identification of target groups for
training and their specific needs

-

Introduction of digital applications and analytical solutions in the training of professionals in all
professional fields

-

Provision of online training platforms and courses to provide training anytime, anywhere, at an
affordable price, with consistent quality

-

Provision of ICT trainings for SMEs

-

Trainings on the safe use of ICTs and the benefits to businesses of implementing them

Promotion of vocational training
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-

Awareness-raising campaigns for parents and students

-

Support to SMEs to provide vocational training for their human resource

-

Support to educational institutions and training centers

Introduction of standards and procedures to validate acquired skills
-

Development of online tools to assess the level of key skills and competences

Development of standards and procedures and certification system at national level to validate
skills and competences
V. Innovations and technological development
Support for replacement of outdated machinery and equipment
Awareness-raising campaigns for SMEs owners and managers concerning innovations, planning
of innovations, etc.
Support for development of innovation infrastructure at enterprise and sectoral level
-

Support for employment of R&D staff in SMEs

-

Introduction of incentives to retain and attract young researchers (with competitive working
conditions)

-

Support for lifelong learning and vocational training, incl. returning to university to refresh,
upgrade and modernise knowledge

-

Provision of access to information resources

-

Support for collaborations between SMEs and scientific and academic organisations

Support for intellectual property activities
-

Provision of access to information regarding intellectual property registration

-

Provision of online trainings for SMEs on how to register a trademark and/or a patent

-

Provision of technical assistance for intellectual property registration

-

Provision of financial instruments to support innovation and intellectual property registration

VI. Better regulation and business environment
Further introduction of e-services and development of e-government
-

Development and popularisation of a single point of information

-

Introduction of a wider package of e-services for SMEs, especially at local level

-

Provision of online payment options for SMEs transfers to public authorities

-

Adoption of ICT tools for more efficient communication and collaboration between different
public administrations (G2G)

Measures for further building administrative capacity for impact assessment in the administration and
application of SMEs Test
Support for building or establishment of infrastructure for business and industrial areas and between
different settlements
Reduction of administrative burden regarding
-

Participation of SMEs in public procurement

-

Application of SMEs for EU and national funding

-

Dealing with Construction Permits

-

Registering Property especially at municipality level

Connecting to the electricity supply network
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VII. Environment
Launch of awareness raising campaign focused on shifting the SME mindset towards perceiving
the circular economy, resource efficiency and environmental protection as an opportunity for
growth, investment and export
-

Increase knowledge and understanding of new circular business models at regional and local
level with an active involvement of SMEs

-

Launch of a pilot project on industrial symbiosis as one of the circular business models

Support investments, measures and initiatives higher up the waste hierarchy going beyond
incineration and recycling
Support for improving the energy efficiency of SMEs both in line with already taken obligations but
also through intensified actions in stimulating voluntary measures, exploitation of energy saving
options, providing financial streams, etc.
Promotion of more efficient use of energy and resources with specific support programmes, that
target SMEs not only for the purchase of more resource efficient machines but for rethinking their
production processes and models.
Promotion of EMAS and EU ecolabel as more attractive among SMEs by creating the necessary
environment and providing incentives to SMEs.
Financing of SMEs eco-innovation activities
Strengthening the cooperation between SMEs and science, which is crucial for the transition to
the circular economy in the areas of product design and development; substitution of fossil-based
products with bio-based products; efficient production processes, etc.

223
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

References
Acemoglu, Daron, 2005. Politics and Economics in Weak and Strong States, Journal of Monetary
Economics
Acemoglu, Daron, Camilo Garcia-Jimeno, James A. Robinson, 2014. State Capacity and Economic
Development: A Network Approach
Agency for Small and Medium-sized Enterprises, 2002. Доклад за МСП в България: 2002. Sofia:
Council of Ministers.
Alvedalen, J. and Boschma, R., 2017. A critical review of entrepreneurial ecosystems research: towards a
future research agenda. European Planning Studies, 25(6), pp.887-903.
Andersen, T., Frøhlich Hougaard, K., Nindl, S., & Hill-Dixon, A., 2017. Taking the future into their own
hands—Youth work and entrepreneurial learning. Brussels: European Commission.
Andonova, V. and Krasteva, M., 2017. Национален доклад на GEM за предприемачеството в
България. Sofia: GEM.
Andonova, V., Nikolova, M. and Dimitrov, D., 2019. Entrepreneurial Ecosystems In Unexpected Places.
Springer.
Angelov, I. 2017. Strategy for Organisational Development and Innovation Activities of “Cluster
Mechatronics and Automation”: Case Study – Business Administration: Theory and Practice in Bulgaria.
Sofia: Sofia University Press.
Angelov, I., 2017. Интерпретация на иновационната среда в контекста на индустриалния клъстер.
Реторика и комуникации, 26.
Angelov, I., 2020. Ниво на иновационна способност на организациите от сектор ИКТ съобразно
участието им в индустриални клъстери. Стратегии на образователната и научната политика,
AzBuki National Publishing House. (предстоящо публикуване)
Angelov. I, 2017. Участие в индустриални клъстери и иновационна способност на организациите.
Сборник с доклади от Международна конференция – Икономически и управленски политики и
предизвикателства – Към индустрия 4.0: Технология или идеология, проведена на 29 – 30
септември 2017 г.
Atanasov, T., 2015. Бизнес-инкубаторите в България: състояние и перспективи за развитие.
PhD dissertation. Sofia: Sofia University “St. Kliment Ohridski”.
Austin, J., Stevenson, H., & Wei‐Skillern, J., 2006. Social and commercial entrepreneurship: same,
different, or both?. Entrepreneurship theory and practice, 30(1), pp. 1-22.
Austrian Institute for SME Research, 2008. Overview of family business relevant issues. Vienna.
Autio, E., 2016. Entrepreneurship Support In Europe: Trends And Challenges For EU Policy. London:
Imperial College Business School.
Autio, E., Szerb, L., Komlósi, E. and Tiszberger, M., 2018. The European Index of Digital
Entrepreneurship Systems. Luxembourg: Publications Office of the European Union.
Bankova, A., 2013. Управление на организациите и организационните мрежи, Sofia: University
publishing “St. Kliment Ohridski”.
224
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Baumol, W. 1990. Entrepreneurship: Productive, Unproductive and Destructive. Journal of Political
Economy, 98 (5),pp. 893 - 921.
Berthou A., & Emlinger C, 2010. Crisis and the Collapse of World Trade: The Shift to Lower Quality.
CEPII WP 2010-07.
Bialic-Davendra, M. L., Pavelková, D., & Jirčíková, E., 2014. The Clusters Phenomenon in the Selected
Central European Countries. Newcastle-upon-Tyne: Cambridge Scholars Publishing.
Bloombergtv.bg. 2020. Бизнес Клъстърите – Инструмент За Повишаване На Иновациите И
Растежа. [online] Available at: <https://www.bloombergtv.bg/svetat-e-biznes/2016-10-10/biznesklastarite-instrument-za-povishavane-na-inovatsiite-i-rastezha>.
Busenitz, L. and Barney, J.,1997. Differences between entrepreneurs and managers in large
organisations: biases and heuristics in strategic decision-making. Journal of Business Venturing, 12(1).
Bygrave, W. and Hofer, C., 1992. Theorizing about Entrepreneurship. Entrepreneurship Theory and
Practice, 16(2), pp.13-22.
Calogirou, C., Fragozidis, K., Houdard‐Duval, E., Perrin‐Boulonne, H., 2010 Business Dynamics: Start‐
ups, Business Transfers and Bankruptcy, Brussels: European Commission, DG Enterprise and Industry.
CARSA, PwC Luxembourg, London Economics, Innova, The University of Manchester, Manchester
Institute of Innovation Research, DIW Econ, 2017. Annual Report On European SMEs 2016/2017. Focus
On Self-Employment. SME Performance Review 2016/2017. Brussels: European Commission.
Carter, S., Anderson, S., and Shaw, E., 2001. Women Business Ownership: A Review of the Academic,
Popular and Internet Literature. Report to the Small Business Service, Department of Marketing,
University of Strathclyde.
Cho, J. and Lee, J., 2006. An integrated model of risk and risk-reducing strategies. Journal of Business
Research, 59(1).
Churski, P., Kopczewska, K., Ochojski, A., & Polko, A., 2017. Measuring regional specialisation. New
Approach. Palgrave Macmillan. Springer Nature.
Commission the European Communities, 2003. Green Paper Entrepreneurship In Europe. Brussels:
Commission the European Communities.
Cushmanwakefield.com.ua. 2020. Coworking Hotspots | Cushman & Wakefield - Commercial Real Estate
Brokerage And Advisory. [online] Available at: <https://cushmanwakefield.com.ua/en/coworkinghotspots> .
Davidkov, Ts., 2005. България и предприемачите. Sofia: Sofia University.
Davidkov, Ts., 2010. Ценности на забогатяване: предприемачите в България през периода 1991
— 2004 г. Sofia: Sofia University.
Davidsson, P.,1995. Determinants of entrepreneurial intentions. Paper presented at the RENT IX
Conference, Piacenza, Italy, November.
Delgado, M., Porter, M. E., & Stern, S., 2010. Clusters and entrepreneurship. Journal of Economic
Geography, 10(4), pp. 495-518.
Dimitrova, T., Prohaska, M., Ganev, K., Simeonova-Ganeva, R., Chinareva, D. , 2014. Analysis of the
Occupations and Business Activities in Separate Cross Border Areas and Opportunities for Starting New
225
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Business, Market Trends, eds. Simeonova-Ganeva, R. and M. Prohaska, TRIGGER B3-3.205/04.08.2014 ''Performing three studies in South Bulgaria (includes Blagoevgrad, Smolyan, Kardzhali
and Haskovo areas). Sofia: Ministry of Economy and Energy, Sigma Hat, CED, Estat.
Dincecco, Mark, 2017. State capacity and economic development: Present and past
Directive (EU) 2018/851 of the European Parliament and of the Council of 30 May 2018 amending
Directive 2008/98/EC on waste.
Directive 2009/125/EC of the European Parliament and of the Council of 21 October 2009 establishing a
framework for the setting of ecodesign requirements for energy-related products.
Directive 2010/75/EU of the European Parliament and of the Council of 24 November 2010 on industrial
emissions (integrated pollution prevention and control)
Draganova, M. (2005). Report on the Results of a Consultation with Women Entrepreneurs, Project
'Partnerships against Social Exclusion: Mentoring for Women Entrepreneurs'. Sofia: Institute of
Sociology - Bulgarian Academy of Sciences.
EIB Group, 2019. EIB Group Survey on Investment and Investment Finance 2019: EU Overview. EIB
Investment Survey (EIBIS). Luxembourg: EIB Group.
EIB Group, 2019. EIB Group Survey On Investment And Investment Finance 2019. Country Overview:
Bulgaria. EIB Investment Survey (EIBIS). Luxembourg: EIB Group.
Esposito, P. & Vicarelli, C., 2011. Explaining the Performance of Italian Exports during the Crisis:
(Medium) Quality Matters. Luiss Lab of European Economics Working Paper No. 95.
EU Rural Review, 2017. Re-imagining Rural Business Opportunities, n 24.
European Commission, 2008. Entrepreneurship in higher education, especially within non-business
studies. Brussels: European Commission.
European Commission, 2009. Overview of family-business-relevant issues: research, networks, policy
measures and existing studies. Brussels: European Commission
European Commission, 2010. The Smart Guide to Innovation-Based Incubators (IBI). Luxembourg:
Publications Office of the European Union
European Commission, 2014. Green Action Plan for SMEs. Brussels: European Commission.
European Commission, 2016. 2016 SBA Fact Sheet Bulgaria. Brussels: European Commission.
European Commission, 2017. 2017 SBA Fact Sheet Bulgaria. Brussels: European Commission.
European Commission, 2017. Flash Eurobarometer 456: SMEs, resource efficiency and green markets.
Brussels: European Commission.
European Commission, 2018. 2018 SBA Fact Sheet Bulgaria. Brussels: European Commission.
European Commission, 2018. Commission Staff Working Document. Country Report Bulgaria 2018.
Including an In-Depth Review on the prevention and correction of macroeconomic imbalances. Brussels:
European Commission.

226
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

European Commission, 2018. Commission Staff Working Document. The early warning report for
Bulgaria on the implementation of EU waste legislation, including the early warning report for Member
States at risk of missing the preparation for re-use/recycling target on municipal waste. Brussels:
European Commission.
European Commission, 2018. Communication from the Commission to the European Parliament, the
European Council, the Council, the European Economic and Social Committee and the Committee of the
Regions. A sustainable Bioeconomy for Europe: Strengthening the connection between economy, society
and the environment. Brussels: European Commission.
European Commission, 2018. Communication from the Commission to the European Parliament, the
European Council, the Council, the European Economic and Social Committee and the Committee of the
Regions. A European Strategy For Plastics In A Circular Economy. Brussels: European Commission.
European Commission, 2019. 2019 SBA Fact Sheet Bulgaria. Brussels: European Commission.
European Commission, 2019. Commission Staff Working Document. Country Report Bulgaria 2019.
Including an In-Depth Review on the prevention and correction of macroeconomic imbalances. Brussels:
European Commission.
European Commission, 2019. Commission Staff Working Document. The EU Environmental
Implementation Review 2019. Country Report – Bulgaria. Brussels: European Commission.
European Commission, 2019. Communication From The Commission. The European Green Deal.
Brussels: European Commission.
European Commission, 2019. Social enterprises and their ecosystems in Europe. Updated country report:
Bulgaria. Luxembourg: Publications Office of the European Union.
European Commission, 2020. Commission Staff Working Document. Country Report Bulgaria 2020. 2020
European Semester: Assessment of progress on structural reforms, prevention and correction of
macroeconomic imbalances, and results of in-depth reviews under Regulation (EU) No 1176/2011.
Brussels: European Commission
European Commission, 2020. Communication from the Commission to the European Parliament, the
European Council, the Council, the European Economic and Social Committee and the Committee of the
Regions. A New Industrial Strategy For Europe. Brussels: European Commission.
European Commission, 2020. Communication from the Commission to the European Parliament, the
European Council, the Council, the European Economic and Social Committee and the Committee of the
Regions. An SME Strategy For A Sustainable And Digital Europe. Brussels: European Commission.
European Commission, 2020. Communication from the Commission to the European Parliament, the
Council, the European Economic and Social Committee and the Committee of the Regions: Identifying
and Addressing Barriers to the Single Market. Brussels: European Commission.
European Commission, EIM Business & Policy Research, 2010. Internationalisation of European SMEs.
Brussels: DG Enterprise and Industry.
European Parliament and Council Directive 94/62/EC of 20 December 1994 on packaging and packaging
waste.
European Parliament, 2015. European Parliament Resolution ‘Towards an integrated approach to cultural
heritage for Europe’. Brussels.

227
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

European Topic Centre on Waste and Materials in a Green Economy, 2019. An Overview Of Policies,
Approaches And Targets Of Bulgaria In 2018. Resource efficiency and circular economy in Europe –
even more from less. Boeretang: ETC/WMGE.
Eurostat - European Commission, 2017. Statistics on rural areas in the EU. Statistics explained.
Eurostat Official website. 2020. Circular Economy - Monitoring Framework. [online] Available at:
<https://ec.europa.eu/eurostat/web/circular-economy/indicators/monitoring-framework>.
Eurostat Official Website. 2020. People At Risk Of Poverty Or Social Exclusion. [online] Available at:
<https://ec.europa.eu/eurostat/web/products-datasets/-/t2020_50>.
Eurydice, 2016. Entrepreneurship Education at School in Europe. Eurydice Report. Publications office of
the European Union.
Executive Agency for Small and Medium-sized Enterprises (European Commission), 2019. Smart Guide
to Entrepreneurship Support through Clusters. Luxembourg: Publications Office of the European Union.
Executive Environment Agency of the Republic of Bulgaria, 2019. National State Of The Environment
Report. Sofia: Executive Environment Agency of the Republic of Bulgaria.
Fan, Q., 2016. Factors Affecting Adoption of Digital Business: Evidence From Australia. Global Journal of
Business Research, 10(3), pp.79-84.
Fischer, E., Reuber, A. and Dyke, L., 1993. A theoretical overview and extension of research on sex,
gender and entrepreneurship. Journal of Business Venturing, 8(2).
Ganev, K., Simeonova-Ganeva, R. and D. Yordanova, 2014. Microcrediting of SMEs in Bulgaria, in
Microfinance for SMEs in the Black Sea Economic Cooperation Region. Organisation of the Black Sea
Economic Cooperation [BSEC] and Konrad-Adenauer-Stiftung [KAS], pp. 62-73.
Gartner, W., 1985. A Conceptual Framework for Describing the Phenomenon of New Venture
Creation. The Academy of Management Review, 10(4), p.696.
Global Entrepreneurship Monitor, 2018. Global Report 2017/18. London: Global Entrepreneurship
Research Association (GERA).
Global Entrepreneurship Monitor, 2019. Global Report 2018/19. London: Global Entrepreneurship
Research Association (GERA).
Global Innovation Index. 2020. Indicator Rankings & Analysis | Global Innovation Index. [online] Available
at: <https://www.globalinnovationindex.org/analysis-indicator>.
Gnyawali, D. and Fogel, D., 1994. Environments for Entrepreneurship Development: Key Dimensions and
Research Implications. Entrepreneurship Theory and Practice, 18(4), pp.43-62.
Gollwitzer, PM, 1999. Implementation intentions: Strong effects of simple plans. American Psychologist,
54(7).
Hirschman, A.O. 1958. The Strategy of Economic Development. Yale University Press, Clinton, MA.
In: Gartner Glossary. 2020. Digitalisation. [online] Available at: <https://www.gartner.com/en/informationtechnology/glossary/digitalization>.
Innovation Strategy for Smart Specialisation of the Republic of Bulgaria 2014-2020. Sofia

228
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Interactivetool.eu. 2020. Regional Innovation Scoreboard 2019. [online] Available at:
<https://interactivetool.eu/RIS/RIS_2.html#b>.
Isakova, N., Krasovska, O., Kavunenko, L. and Lugovy, A., 2006. Entrepreneurship in the Ukraine: a male
female comparison, in Welter, F., Smallbone, D. and Isakova, N. (Eds), Enterprising Women in Transition
Economies, Ashgate, Aldershot.
Isenberg, D, 2011. The entrepreneurship ecosystem strategy as a new paradigm for economy policy:
principles for cultivating entrepreneurship. Babson Entrepreneurship Ecosystem Project, Babson Park:
MA: Babson College
Ivanova, M., 2020. Сделките на 2019: Малко, малки, местни. Capital Weekly, [online] Available at:
<https://www.capital.bg/biznes/kompanii/2020/01/16/4017111_sdelkite_na_2019_malko_malki_mestni/>.
Ivanova, N., & Ivanov, E. 2017. The Role of Bulgaria in Global Value Chains. Sofia: Bulgarian
National Bank, Discussion Papers - DP/105/2017.
Jacobs, J. 1961. The Death and Life of Great American Cities. Random House. New York.
Keh, H., Foo, M. and Lim, B., 2002. Opportunity evaluation under risky conditions: the cognitive
processes of entrepreneurs. Entrepreneurship Theory and Practice, 27(2).
Knutsen, Carl., 2013. Democracy, State Capacity, and Economic Growth. World Development.
Kolvereid, L., 1996. Prediction of employment status choice intentions. Entrepreneurship Theory and
Practice, 21 (1).
Krueger, N and A Carsrud (1993), Entrepreneurial intentions: Applying the theory of planned behaviour.
Entrepreneurship and Regional Development, 5(4).
Krueger, N, (1993). Impact of prior entrepreneurial exposure on perceptions of new venture feasibility.
Entrepreneurship Theory and Practice, 18(1).
Krueger, N, M Reilly and A Carsrud (2000). Competing models of entrepreneurial intentions, Journal of
Business Venturing, 15.
Kukoc, K. and Regan, D., 2008. Measuring Entrepreneurship. Economic Round-up, (Summer 2008),
pp.15-26.
Le Breton-Miller, I., D. Miller, and L. P. Steier, 2004. Toward an integrative model of effective FOB
succession. Entrepreneurship Theory and Practice, 28(4), pp. 305–328.
Lilianov, G., Simeonova-Ganeva, R., 2006. Small and Medium Enterprises’ External Financing in EU
Member States and Acceding Countries. RENT XX Conference, Brussels, Belgium, PhD Thesis Paper,
University of Trento.
Lituchy, T. and Reavley, M., 2004. Women entrepreneurs: A comparison of international small business
owners in Poland and the Czech Republic. Journal of International Entrepreneurship, 2(1-2).
Marshall, A. 1903. Principles of Economics. Book IV, Ch. X, p. 152-15. London: Macmillan and Co., Ltd.
Martin, R. and Sunley, P., 2003. Deconstructing clusters: chaotic concept or policy panacea?. Journal of
Economic Geography, 3(1), pp.5-35.
Mason, C., & Brown, R., 2014. Entrepreneurial ecosystems and growth oriented entrepreneurship. Final
Report to OECD. Paris:OECD
229
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Ministry of Economy (2019), Implementation Report on the Entrepreneurship Action Plan 2020 - Bulgaria
for 2018. Sofia: Ministry of Economy.
Ministry of Economy, 2018. Implementation Report on the Entrepreneurship Action Plan 2020 - Bulgaria
for 2017. Sofia: Ministry of Economy.
Ministry of Education and Science, 2013. Академично предприемачество, национален бюлетин
„Наука и бизнес“, 11, pp. 5-12.
Ministry of Environment and Water of the Republic of Bulgaria, 2014. National Plan For Waste
Management 2014-2020. Sofia.
Ministry of Finance of the Republic of Bulgaria, 2018. Europe 2020: National Reform Programme
Bulgaria. 2018 Update. Sofia.
Ministry of Finance, 2019. Report - EU Funds in Bulgaria: Assessment of the macroeconomic effects of
the implementation of programs co-financed by EU funds - September 2019. Sofia: Ministry of Finance.
Available at: <https://www.minfin.bg/bg/1168>
National Development Programme: Bulgaria 2020. Sofia.
National Strategy for the Promotion of Small and Medium-Sized Enterprises 2014 – 2020. Sofia
Nordic Innovation, 2019. Scale-ups in the Nordics 2017. Nordic Council of Ministers, Nordic Innovation
NSI (2017). Final methodological report on the implementation of the action entitled „Statistics for family
businesses – SFB_NSI Bulgaria“. Grant agreement number 692654 – SFB_NSI Bulgaria. Sofia: NSI.
O'Connor, A., Stam, E., Sussan, F. and Audretsch, D., 2018. Entrepreneurial Ecosystems. Cham:
Springer.
OECD, 2015. Country-Level Review Bulgaria. HEInnovate Reviews: Universities, Entrepreneurship and
Local Development. Promoting Innovation and Entrepreneurial Mind-Sets Through Higher Education.
OECD.
OECD, 2017. Key Issues For Digital Transformation In The G20. Berlin: OECD.
OECD/European Commission, 2019. "Policy brief on incubators and accelerators that support inclusive
entrepreneurship", OECD SME and Entrepreneurship Papers, No. 13, OECD Publishing, Paris .
OECD/European Union, 2013. Policy Brief on Social Entrepreneurship. Luxembourg: Publications Office
of the European Union.
OECD/European Union, 2017. Policy Brief on Women's Entrepreneurship. Luxembourg: Publications
Office of the European Union.
OECD/European Union, 2017. The Missing Entrepreneurs 2017: Policies for Inclusive Entrepreneurship.
Paris: OECD Publishing.
OECD/European Union, 2018. Inclusive Entrepreneurship Policies: Country Assessment Notes. Bulgaria
2018.
Official website of Fund Manager of Financial Instruments in Bulgaria. 2020. Technology Transfer Fund.
[online] Available at: <https://www.fmfib.bg/en/fi/21-equity-and-quasiequity-investments/9-technologytransfer-fund> .

230
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Official website of Fund Manager of Financial Instruments in Bulgaria. 2020. Urban Development Fund.
[online] Available at: <https://www.fmfib.bg/en/fi/20-financing-with-risksharing/12-urban-developmentfund>.
Official website of Fund Manager of Financial Instruments in Bulgaria. 2020. Guarantees under OPIC.
[online] Available at: < https://www.fmfib.bg/en/fi/23-guarantee-schemes/15-guarantees-under-opic>.
Official Website of GEM - Global Entrepreneurship Monitor. 2020. [online] Available at:
<https://www.gemconsortium.org>.
Official Website of MyCompetence. 2020. National Competence Assessment System MyCompetence.
[online] Available at: <https://en.mycompetence.bg/>.
Official Website of the Bulgarian Industrial Association, 2020. БСК Приключи Успешно Проекта За
Mycompetence. [online]. Available at: <https://www.bia-bg.com/news/view/17522/>.
Official Website of the European Commission. 2018. 34 New Digital Innovation Hubs Selected To
Participate In A Training Programme. [online] Available at: <https://ec.europa.eu/digital-singlemarket/en/news/34-new-digital-innovation-hubs-selected-participate-training-programme>.
Official Website of the European Commission. 2019. The Digital Economy And Society Index (DESI) Shaping Europe’S Digital Future - European Commission. [online] Available at:
<https://ec.europa.eu/digital-single-market/en/desi>
Official website of the European Commission. 2020. EMAS - Statistics & Graphs. [online] Available at:
<https://ec.europa.eu/environment/emas/emas_registrations/statistics_graphs_en.htm>.
Official website of the European Commission. 2020. EMAS. [online] Available at:
<https://ec.europa.eu/environment/emas/index_en.htm>.
Official website of the European Commission. 2020. EU Ecolabel. [online] Available at:
<https://ec.europa.eu/environment/ecolabel/>.
Official website of the European Commission. 2020. EU GPP Criteria. [online] Available at: <
https://ec.europa.eu/environment/gpp/eu_gpp_criteria_en.htm>.
Official website of the European Commission. 2020. New Circular Economy Strategy. [online] Available
at: <https://ec.europa.eu/environment/circular-economy/index_en.htm>.
Official website of the European Commission. 2020. The Eco-Innovation Scoreboard And The EcoInnovation Index. [online] Available at: <https://ec.europa.eu/environment/ecoap/indicators/index_en>.
Official website of the Executive Environment Agency of the Republic of Bulgaria. 2020. Регистър на
лицата, притежаващи документи за извършване на дейности с отпадъци. [online] Available at: <
http://pdbase.government.bg/forms/public_permits.jsp?rios=12&teritory=0&district=0&popular=0&act=17&
ewc=&find=&RuchFind= %D2%FA%F0%F1%E5%ED%E5>.
Official Website of the Ministry of Economy. A Business Guide for SMEs. [online] Available at: <
https://www.mi.government.bg/en/pages/msp-info-220.html>
Official website of the Ministry of Environment and Water of the Republic of Bulgaria. 2020. Комплексни
Разрешителни. [online] Available at: <http://registers.moew.government.bg/kr/>.
Official Website of the National Agency For Vocational Education And Training. 2020. Annual Statistics.
[online] Available at: <https://www.navet.government.bg/en/annual-statistics/>.

231
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Official Website of the National Statistical Institute. 2012. Statistics - Obtained Professional Qualification
Level (PQL) In Bulgaria. [online] Available at:
<https://infostat.nsi.bg/infostat/pages/reports/result.jsf?x_2=803>.
Official Website of the National Statistical Institute. Statistics – General Business Environment Index in
Bulgaria. [online] Available at: < https://infostat.nsi.bg/infostat/pages/reports/query.jsf?x_2=1282>
OPIC. 2020. BG16RFOP002-1.016 „Развитие На Иновационни Клъстери“. [online] Available at:
<https://opic.bg/procedure/bg16rfop002-1016-razvitie-na-inovatsionni-klsteri>.
Pehlivanova, E., Dimitrova, T., Simeonova-Ganeva, R., Matsanov, A., Kalibatseva, G., Uzunova, E.,
2013. Analysis of current topics in SME human resources development in furniture-related industries,
eds. Ganev, K. and R. Simeonova-Ganeva. Sofia: Branch Chamber of Woodworking and Furniture
Industry /BCWFI/, Sigma Hat.
Pehlivanova, E., Prohaska, M., Simeonova-Ganeva, R., Kalibatseva, G., Uzunova, E., 2014. Analysis of
the Available Specialization and Qualification of the Human Resources in the Cross Border Districts, eds.
Simeonova-Ganeva, R. and M. Prohaska, TRIGGER B3-3.2-05/04.08.2014 ''Performing three studies in
South Bulgaria (includes Blagoevgrad, Smolyan, Kardzhali and Haskovo areas), Ministry of Economy and
Energy, Sigma Hat, CED, Estat.
Pergelova, A., Manolova, T., Simeonova-Ganeva, R. and Yordanova, D., 2018. Democratizing
Entrepreneurship? Digital Technologies and the Internationalization of Female-Led SMEs. Journal of
Small Business Management, 57(1), pp.14-39.
Perroux, F. 1950. Economic Space: Theory and Applications. Quarterly Journal of Economics, 64 (1), pp.
89– 104.
Petti, C., 2009. Cases in technological entrepreneurship: Converting ideas into value. Northampton, MA:
Edward Elgar.
Porter, M.E. 1990. The Competitive Advantage of Nations. New York: The Free Press.
Porter, M.E. 1995. The Competitive Advantage of the Inner City. Economic Development Quarterly,
February, 11 (1).
Porter, M.E. 1998(a). The Adam Smith Address: Location, Clusters and the ‘New’ Microeconomics of
Competition. Business Economics, 33 (1): 7- 13.
Porter, M.E. 1998(b). On Competition. Harvard Business School Press, Boston.
Porter, M.E. 1998(c). Clusters and the New Economics of Competition. Harvard Business Review,
November-December, pp. 77-90.
Porter, M.E. 2000. Location, Competition, and Economic Development: Local Clusters in a Global
Economy. Economic Development Quarterly, 14 (1): 15-34.
PwC Luxembourg, CARSA, DIW Econ, LE Europe, 2019. Annual Report on European SMEs 2018/2019.
Research & Development and Innovation by SMEs. SME Performance Review 2018/2019. Brussels:
European Commission
PwC. (2019). Agents of change: Earning your licence to operate: PwC’s Global NextGen Survey 2019.
PricewaterhouseCoopers.
Regulation (EU) 2017/1369 of the European Parliament and of the Council of 4 July 2017 setting a
framework for energy labelling and repealing Directive 2010/30/EU

232
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Regulation on Scope and Methodology for Implementation of Impact Assessment. Bulgaria. Council of
Ministers Decision No. 301/14.11.2016
Renewal, R. I. C. H. E. S. Innovation & Change: Heritage and European Society 2016. Towards a Craft
Revival: Recalibrating Social, Cultural, Economic and Technological Dynamics. European Policy Brief:
European Commission.
Rosa, P., Carter, S., and Hamilton, D., 1996. Gender as a determinant of small business performance:
insights from a British study. Small Business Economics, 8(4)
Rural Entrepreneurship, EU Rural Review, N 11, Winter 2011.
Rural Entrepreneurship, EU Rural Review, N 11, Winter 2011.
Simeonova-Ganeva, R., 2002. Holdbacks for SME Development in Bulgaria: conclusions from the
national SME Survey 2002. Agency for Small and Medium-sized Enterprises Bulletin, Issue 4.
Simeonova-Ganeva, R., 2002. Start-ups and Determinants of their Financing. Agency for Small and
Medium-sized Enterprises Bulletin, Issue 6.
Simeonova-Ganeva, R., 2004. Measuring Human Capital in the SMEs Sector in Bulgaria, Conference
Proceedings, Jean Monnet Project “SMEs and EU Enlargement”, University of Perugia.
Simeonova-Ganeva, R., 2010. Human Capital in Economic Growth: A Review of Theory and Empirics.
Economic Thought, Institute of Economics, BAS, Issue 7/2010, pp.131-149.
Simeonova-Ganeva, R., 2013. Преки чуждестранни инвестиции и конкурентоспособност в
Конкурентоспособност на България през призмата на банковата система, eds. Neshev, N,
Institute for Economic Policy, Hanns-Seidel-Stiftung, pp. 55-62.
Simeonova-Ganeva, R., Chinareva, D., Prohaska, M., Ganev, K., 2014. Analysis of the Needs of Small
and Medium-sized enterprises for Specialists and Managers (Quantitative and Qualitative) in the Cross
Border Regions, eds. Simeonova-Ganeva, R. and M. Prohaska, TRIGGER B3-3.2-05/04.08.2014
''Performing three studies in South Bulgaria (includes Blagoevgrad, Smolyan, Kardzhali and Haskovo
areas), Ministry of Economy and Energy, Sigma Hat, CED, Estat.
Simeonova-Ganeva, R., Ganev, K., 2008. Integration Perspectives and Synergic Effects of European
Transformation in the Countries Targeted by EU Enlargement and Neighbourhood Policies (eds. Péter
Bilek). Budapest: Centre for EU Enlargement Studies, Central European University.
Simeonova-Ganeva, R., Vassilev, A., Ganev, K. and L. Dimitrov, 2019. Medium-term and Long-term
Forecasts for the Development of the Labour Market in Bulgaria: Employment and Labour Market
Imbalances, Determinants of Labour Supply (2008–2034). Sofia: Ministry of Labour and Social Policy,
Human Capital.
Simeonova-Ganeva, R., Vassilev, A., Ganev, K. and L. Dimitrov, 2019. Medium-term and Long-term
Forecasts for the Development of the Labour Market in Bulgaria: Factors of Labour Demand, Employment
Trends, Regional and Educational imbalances (2008–2032). Sofia: Ministry of Labour and Social Policy,
Human Capital.
Simeonova-Ganeva, R., Vladimirov, Z., Boeva, M., Panayotova, N., Ganev, K. and Peneva, R.,
2011. Analysis Of The Situation And Factors For Development Of SMEs In Bulgaria: Smes In The Crisis
Context. Sofia: Bulgarian Small and Medium-sized enterprises Promotion Agency, Ministry of Economy,
Energy and Tourism, Noema.

233
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Simeonova-Ganeva, R., Z. Vladimirov, K. Ganev, N. Panayotova, T. Dimitrova, D. Yordanova, M. Boeva,
D. Kulev, R. Peneva and M. Todorova, 2012. Analysis of the Situation and Factors for Development of
SMEs in Bulgaria 2011-2012: Economic Recovery and Competitiveness/ Sofia: Bulgarian Small and
Medium-sized enterprises Promotion Agency, Ministry of Economy, Energy and Tourism, Noema.
Simeonova-Ganeva, R., Z. Vladimirov, K. Ganev, N. Panayotova, T. Dimitrova, T. Davidkova, D.
Yordanova, 2013. A Study of Entrepreneurship and the Prospects for Innovations Development in SMEs
(2012-2013). Sofia: Bulgarian Small and Medium-sized enterprises Promotion Agency, Ministry of
Economy, Energy and Tourism, INSIGHT: Noema & Sigma Hat.
Simova, A., Vladimirov, Zh., Harizanova, O., Popov, R., Ganev, K., Simeonova-Ganeva, R., Pehlivanova,
E., Davidkova, T., Dimitrova, Ts., Matsanov, A. Ilieva, I., Petkov, I., 2013. Социално-икономически
особености на селските райони в България. Sofia.
Sitkin, S. and Pablo, A., 1992. Reconceptualizing the determinants of risk behaviour. Academy of
Management Review, Vol. 17 No. 1.
Sitkin, S. and Weingart, L., 1995. Determinants of risky decision-making behaviour: a test of the
mediating role of risk perceptions and propensity. Academy of Management Journal
Sofia Tech Park Official Website. 2020. [online] Available at: <https://sofiatech.bg/en/>.
Sölvell, Lindqvist and Ketels, 2003. Innovating Regions in Europe. “IRE subgroup on regional clustering
and networking as innovation drivers: Cluster Management (Learning module 5), Cluster Management
Guide. CLOE (2006)
Souitaris V, S Zerbinati and A Al-Laham ,2007. Do entrepreneurship programmes raise entrepreneurial
intention of science and engineering students? The effect of learning, inspiration and resources. Journal
of Business Venturing, 22.
Stoyanovska, A., 2001. Jobs, gender and small enterprises in Bulgaria, Series on women's
entrepreneurship development and gender in enterprises ― WEDGE, Seed working paper no. 20,
International Labour Organisation, Geneva.
Susman, G., 2007. Small And Medium-Sized Enterprises And The Global Economy. Edward Elgar
Publishing Ltd.
Tkachev, A and L Kolvereid, 1999. Self-employment intentions among Russian students.
Entrepreneurship and Regional Development, 11.
Todorov, K., 2011. Бизнес предприемачество - Част I Основи. Създаване на нов бизнес. 1st ed.
Sofia: BARMP.
Van Roy, V. and Nepelski, D., 2016. Assessment Of Framework Conditions For The Creation And Growth
Of Firms In Europe. JRC Scientific and Policy Reports. Luxembourg: Publications Office of the European
Union.
Van Roy, V. and Nepelski, D., 2017. Determinants of high-tech entrepreneurship in Europe. JRC
Scientific and Policy Reports. Luxembourg: Publications Office of the European Union.
Vassilev, D., Ganev, K., Simeonova-Ganeva, R., Chobanov, P., Tsvetkov, S., 2011. Модел за оценка на
ефектите от Структурните и Кохезионния фонд на ЕС върху икономиката на България:
Ръководство за работа с модела. Оценка на въздействието на СКФ върху икономиката на
България. (Теоретична рамка, спецификация на модела, из-ползвани данни, емпирични оценки,
резултати от симулации). Sofia: Council of Ministers.

234
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Verheul, I. and Thurik, A., 2001. Start-up capital: does gender matter. Small Business Economics, 16(4).
Vértesy, D., Del Sorbo, M., Damioli, G., 2017. High-growth, innovative enterprises in Europe.
Luxembourg: Publications Office of the European Union.
Vladimirov, Z., R. Simeonova-Ganeva and K. Ganev, 2011. Interaction of Leading and Supporting
Factors for the SME Competitiveness in Economic Development and Entrepreneurship in Transition
Economies: A Review of Current Policy Approaches, REDETE, Banja Luka.
Vladimirov, Z., R. Simeonova-Ganeva and K. Ganev, 2013. Significance of globalization-specific factors
for SME competitiveness: a conceptual model and an empirical test. Business Systems Review, Vol. 3,
Issue 3, pp. 1-25.
Vladimirov, Zh., Yordanova, D., Simeonova-Ganeva, R., 2013. Интернационализация на българските
малки и средни предприятия от текстилния бранш. Годишник на Стопански факултет, Софийски
университет „Св. Климент Охридски”. Sofia: Sofia University.
Wells, B., Pfantz, T., and Bryne, J., 2003. Russian women business owners: evidence of
entrepreneurship in a transition economy. Journal of Developmental Entrepreneurship, 8(1).
Welter, F., Smallbone, D., Isakova, N., Aculai, E., 2005. The role of gender for entrepreneurship in a
transition context. Paper presented at RENT XIX Conference, Naples, Italy, November.
Westhead, P., Wright, M. and D. Ucbasaran, 2001. The Internationalization of New and Small Firms: A
Resource-Based View. Journal of Business Venturing, 16(4), pp. 333-358
Wild, J. L., Wild, K. L. & Han, J. C. Y., 2010. International Business: The Challenge of Globalization. 5th
ed., New Jersey: Pearson
Williams, S. and Narendran, S., 1999. Determinants of managerial risk: exploring personality and cultural
differences. The Journal ofSocial Psychology, 139(1).
World Bank, 2020. Doing Business 2020. Region Profile: European Union (EU). Washington: World Bank.
World Bank, 2020. Doing Business 2020. Washington: World Bank.
World Justice Project. 2020. WJP Rule Of Law Index 2020. [online] Available at:
https://worldjusticeproject.org/our-work/publications/rule-law-index-reports/wjp-rule-law-index-2020.
Yordanova, D. And Tarrazon, M., 2010. Gender Differences In Entrepreneurial Intentions: Evidence From
Bulgaria. Journal of Developmental Entrepreneurship, 15(03), pp.245-261.
Yordanova, D., 2010. Chapter 7: Succession in Bulgarian family firms. An explanatory investigation. In
Surdej, A. and Wach, K. (eds.) “Managing Ownership and Succession in Family Firms”, pp. 110-120.
Warsaw: Scholar Publishing House.
Yordanova, D., Filipe, J. A., 2019. Towards Entrepreneurial Universities: Barriers, Facilitators, and Best
Practices in Bulgarian and Portuguese Universities. International Journal of Economics & Business
Administration (IJEBA), 7(4), pp. 213-227.
Yordanova, D., Vladimirov, Z. and R. Simeonova-Ganeva, 2015. Management Practices in Bulgarian
Family and Non-family SMEs: Exploring “Real” Differences in Family Businesses in Transition
Economies: Management, Succession and Internationalisation, eds. Léo-Paul Dana & Veland Ramadani,
Part II, pp. 113-138, Springer International Publishing.

235
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Zapalska, A., 1997. A profile of women entrepreneurs and enterprises in Poland. Journal of Small
Business Management, 35(4).

236
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Appendix
1. Technical appendix on 2019 – 2020 SMEs
Surveys
SMEs Surveys’ parameters
Quantitative survey based on standardised questionnaires
Study type:

National representative survey for SMEs in Bulgaria

Target group:

Micro, small and medium-sized enterprises

Sample size:

553 effectively completed interviews

Sample Design:

A stratification approach was used to select employers in the sample,
each sub-group of enterprises being formed on the basis of the
following criteria: economic NUTS 2 region, administrative region (28)
and economic sector (production, trade, services, construction).

Method of contacting the
respondents and registering
information:

A combined method of telephone interviews and online questionnaires
with telephone information about the survey to increase the response
rate.

Questionnaire:

Questionnaire consisting of 77 questions (228 variables in total)

Interview duration:

40-45 minutes

Fieldwork:

Global Metrics EOOD (December 18, 2019 - January 16, 2020)

Qualitative surveys
Semi-structured in-depth interviews
Number of in-depth interviews

25

Regions covered

10

Interview duration

60 min

Questionnaire

Semi-structured questionnaire (including 6 main groups of questions)

Fieldwork

Global Metrics EOOD (December 18, 2019 - January 16, 2020)
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Regional workshops discussions
Number of workshops

6 workshops (1 per NUTS 2 region)

Locations

Vratsa, Varna, Burgas, Ruse, Plovdiv, Sofia

Number of participants

170 participants in total

Time period

2-month period (from 13 Nov 2019 to 15 Jan 2020)

Co-ordination and organisation

PwC

SMEs Surveys’ technical reports
Results from the standardised questionnaire survey
Col %

Main area of activity

Agriculture, forestry and fisheries

4,8%

Mining and Quarrying

0,4%

Manufacturing

9,9%

Electricity, Gas, Steam and Air Conditioning Supply

0,6%

Water Supply; Sewerage, Waste Management and Remediation
Act

0,6%

Construction

6,1%

Wholesale and Retail Trade; Repair of Motor Vehicles and Mot

14,9%

Transportation and Storage

4,4%

Accommodation and Food Service Activities

5,7%

Information and Communication

3,3%

Financial and Insurance Activities

8,0%

Real Estate Activities

3,4%

Professional, Scientific and Technical Activities

6,1%

Administrative and Support Service Activities

4,8%

Education

3,1%

Human Health and Social Work Activities

3,4%

Arts, Entertainment and Recreation

2,3%

Other

18,2%
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Col %

Number of employees

No employees

4,3%

1-9

56,8%

10-19

16,3%

20-49

12,3%

50-249

10,3%

Col %

Administrative region
in which the business
is registered?

Blagoevgrad

1,1%

Burgas

4,9%

Varna

7,9%

Veliko Tarnovo

3,6%

Vidin

0,4%

Vratsa

0,9%

Gabrovo

2,1%

Dobrich

2,2%

Kardzhali

0,2%

Kyustendil

0,6%

Lovech

1,9%

Montana

5,6%

Pazardzhik

2,6%

Pernik

1,1%

Pleven

1,5%

Plovdiv

8,2%

Razgrad

0,6%

Ruse

3,7%

Silistra

0,7%

Sliven

4,3%

Smolyan

0,9%

Sofia city

29,4%

Sofia (province)

1,1%

Stara Zagora

6,4%

Targovishte

2,8%

Targovishte

0,4%

Shumen

0,7%

Yambol

4,1%
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Col %
Type of populated
place in which the
business is registered

Capital (Sofia)

29,4%

Administrative centre

50,0%

Other city

16,9%

Village

3,7%

Col %

Year of establishment

Before 1995

21,9%

1996-2000

17,7%

2001-2005

16,5%

2006-2010

20,4%

2011-2015

16,5%

After 2016

6,9%

Col %
Do the company's activities include the provision of services and / or the
manufacturing of products in the field of information and communication
technologies?

Yes
No

19,3%
80,7%

Col %
Is the company registered under the Skilled Crafts Act?

Yes

4,1%

No

95,9%

Col %
Are you a member of a crafts association?

Yes

3,2%

No

96,8%

Col %
Are you a member of professional or branch associations or associations
in Bulgaria?

Yes

28,8%

No

71,2%

Col %
Are you a member of international professional or branch associations or
associations?

Yes

8,0%

No

92,0%
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Please indicate which of the following entrepreneurship fields you
associate yourself with as an owner and / or manager

Yes

No

Technology entrepreneurship

31,9%

68,1%

Social entrepreneurship

18,8%

81,2%

Women's entrepreneurship

13,1%

86,9%

Youth entrepreneurship

7,5%

92,5%

Green entrepreneurship

6,5%

93,5%

Sport Entrepreneurship

4,3%

95,7%

Academic Entrepreneurship

6,5%

93,5%

Digital entrepreneurship

11,4%

88,6%

Family entrepreneurship

30,8%

69,2%

Student entrepreneurship

5,2%

94,8%

Do the following statements apply to the functioning of your
company in 2019?

Yes

No

Regulatory regimes and legislation make it difficult for the business I
manage

64,0%

36,0%

Administrative procedures and bureaucracy impede the activities of the
business I manage

75,6%

24,4%

The information and services provided by the Executive Agency for the
Promotion of Small and Medium-Sized Enterprises support the activities
of the business I manage

23,1%

76,9%

The information and services provided by other government institutions
support the business I manage

27,6%

72,4%

The electronic services provided by government institutions facilitate the
operation of the business I manage

68,5%

31,5%

The electronic services provided by local government institutions facilitate
the operation of the business I manage

51,9%

48,1%

Yes

No

Investment loan

17,9%

82,1%

Working capital loan

24,1%

75,9%

Special purpose loan (s)

6,5%

93,5%

Current account overdraft

24,3%

75,7%

Credit card

33,8%

66,2%

Finance leasing (for the purchase of equipment, vehicles, etc.)

22,4%

77,6%

Venture capital

1,5%

98,5%

Loan from friends and family

21,1%

78,9%

Self-financing

56,2%

43,8%

Financing through european funds

12,9%

87,1%

Financing through state, local or foreign funding programmes

8,6%

91,4%

Has your company used the following sources of financing in the
last 12 months?
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Which of the
following EU
operational and
other
programmes has
your company
been interested
in?

Which of the
following EU
operational and
other
programmes has
your company
applied for?

Which of the
following EU
operational and
other
programmes has
your company
applied for?

OP "Competitiveness" and OP "Innovation
and competitiveness"

40,5%

15,5%

8,6%

OP "Human Resources Development"

37,3%

19,0%

15,9%

OP "Regional Development" and OP
"Regions in Growth"

10,6%

1,9%

2,2%

Rural Development Programme

15,5%

5,8%

4,1%

OP Maritime and Fisheries Programme

3,5%

0,4%

0,6%

OP " Small and Medium Sized Enterprises
Initiative"

24,1%

2,8%

1,5%

Other EU programmes

17,0%

9,7%

7,8%

To what extent do you agree with the
following statements regarding your
company?

Strongly
disagree

Disagree

Agree

Strongly
agree

I cannot
decide

Our company has full access to information
regarding opportunities for applying for
European programmes

21,8%

27,1%

24,3%

14,4%

12,5%

Our company is capable of preparing the
necessary application documents for
European programmes

17,4%

20,5%

24,1%

24,4%

13,6%

Our company has consulting partners who
are able to prepare the necessary
application documents for programmes

20,9%

20,0%

24,4%

21,5%

13,2%

Our company meets the requirements for
applying to the programmes of interest to us

11,8%

12,9%

24,3%

27,6%

23,5%

Our company is able to ensure the
successful implementation of projects under
operational programmes

9,0%

10,4%

25,2%

35,4%

20,0%

Col %
Yes

10,3%

No

89,7%

Does the company currently have any outstanding accounts payable?

Col %
Yes

38,2%

No

61,8%

Does the company currently have any outstanding accounts receivable?
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Which of the following is true?

Yes

No

The company has launched a new product or an improved product
version in the past year

26,9%

73,1%

The company is developing a new product that is expected to launch next
year

22,9%

77,1%

The company has restructured and / or automated workflows to reduce
costs and increase productivity over the past year

40,3%

59,7%

The company will restructure and / or automate workflows to reduce costs
and increase productivity next year

43,3%

56,7%

Yes

No

The company has its own R&D unit

12,3%

87,7%

The company has employees whose job descriptions include R&D
activities

17,5%

82,5%

The company uses the research of analysts, institutes and universities to
create new or improve existing products, services and processes

15,9%

84,1%

Company employees have received specialised training in current
industry innovation over the past two years

31,3%

68,7%

The company maintains a library of up-to-date general professional
literature (specialised books, guides, research, journals, etc.)

40,1%

59,9%

During the last year the company has had joint initiatives with institutions
in the field of education and science (internship programmes, trainings,
vocational counselling, scholarship programmes, curriculum consulting,
etc.)

22,4%

77,6%

The company possesses sufficient financial resources to finance
innovation internally

22,9%

77,1%

Yes

No

Trademark registered in Bulgaria

20,1%

79,9%

Trademark registered in the EU

9,7%

90,3%

Trademark registered in other countries

5,0%

95,0%

The company expects to register a trademark next year

6,9%

93,1%

Patent registered in Bulgaria

6,7%

93,3%

Patent registered in the EU

2,8%

97,2%

Patent registered in other countries

2,2%

97,8%

The company expects to register a patent in the next year

3,5%

96,5%

Do you agree with the following statements about your company?

Does the company have any of the below intellectual properties
registered in Bulgaria or abroad?
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Col %
Do you think that the company has sufficient resources to finance the
registration of intellectual property?

Yes

24,3%

No

75,7%

Col %
Has the company participated in an exhibition or a fair in the last 12
months?

Yes

19,8%

No

80,2%

Col %
Has the company imported raw materials / products in the last 12
months?

Yes

26,2%

No

73,8%

Col %
Yes

26,0%

No

74,0%

Has the company exported its products / services in the last 12 months?

Col %

What is the added value of the products you exported in
the last year?

Entirely low added value

16,2%

Mostly low added value

39,0%

Mostly high added value

32,5%

Entirely high added value

12,3%

Col %
Is there an international standard in place in your company?

Yes

24,4%

No

75,6%

Col %
Is there any foreign technology introduced to the company?

Yes

24,6%

No

75,4%

Col %
Have you sold your own technology abroad?

Yes

3,2%

No

96,8%

Col %
Do you benefit from any international experience in management and
marketing?

Yes

33,0%

No

67,0%
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Col %
Do you consult in the field of management and marketing somewhere
abroad?

Yes

12,2%

No

87,8%

Col %
Is there a foreign equity stake in your company?

Yes

7,0%

No

93,0%

Col %
Does your company own equity in another company abroad?

Yes

4,2%

No

95,8%
Col %

Yes

6,7%

No

93,3%

Yes

No

Company website

57,6%

42,4%

Company social network profile (Facebook, LinkedIn, etc.)

55,6%

44,4%

Online option for orders and sales of company products and services

37,3%

62,7%

Option to receive payments through online services (ePay, PayPal, etc.)

28,4%

71,6%

Electronic signature of the managers

76,5%

23,5%

Cloud services (storage, computing power, etc.)

33,4%

66,6%

Internet / mobile banking

82,5%

17,5%

Remote access option for employees

49,6%

50,4%

Online billing systems

50,2%

49,8%

IP camera surveillance

38,8%

61,2%

Is there any foreign participation in your company's management team?

Does your company have the following internet applications?
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Does your company have the following
automated management systems in
place?

Yes

No

Not
applicable

It is
outsourced

Customers Relationship ManagementCRM

13,8%

62,1%

23,5%

0,6%

Human Resource Management - HRM

13,8%

64,2%

19,4%

2,6%

Supply Chain Management - SCM

13,2%

64,4%

22,0%

0,4%

Accounting Management system

43,3%

39,7%

7,6%

9,3%

Warehouse, product and inventory
management system

36,4%

44,8%

17,9%

0,9%

Marketing management systems

13,4%

70,1%

15,1%

1,3%

Project management system

14,6%

69,4%

14,6%

1,5%

Enterprise Resource Planning- ERP

11,9%

71,1%

16,6%

0,4%

Information security systems (encryption,
firewall, backup archives)

43,7%

47,4%

6,9%

2,1%

Other type of automated process
management system

15,5%

71,8%

12,1%

0,6%

Col %
Does the company have any custom software solutions specifically
tailored to partially or fully support production?

Yes

47,8%

No

52,2%

Col %
Do you think that your employees' overall level of qualification is high
enough?

Yes

70,2%

No

29,8%

Col %
Do you think that your employees overall are familiar with good practices
in the sector?

Yes

76,8%

No

23,2%
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To what extent have the following skills It is not
and competencies been developed in
developed
your organisation?
at all

2

3

4

Very well
developed

Developing marketing strategies and
action plans

25,9%

21,6%

23,5%

15,1%

14,0%

Developing business strategies and plans

19,8%

18,3%

26,1%

21,4%

14,4%

Business correspondence

10,7%

13,5%

22,1%

24,0%

29,8%

Business negotiations

10,3%

11,2%

25,6%

27,4%

25,6%

Communication in a multicultural
environment

19,7%

13,9%

23,9%

21,7%

20,8%

Conflict management

20,2%

14,9%

23,7%

24,2%

16,9%

Crisis management

23,6%

15,9%

20,3%

24,7%

15,6%

Sales management

10,8%

12,3%

25,5%

32,0%

19,3%

Supply chain management

14,9%

14,7%

22,9%

28,6%

18,9%

Development of human resources
strategies

21,2%

21,4%

23,9%

21,4%

12,0%

Innovation management and development
of new products / ideas

29,4%

18,1%

24,9%

16,8%

10,8%

Applying for public procurements

51,3%

16,2%

14,5%

9,0%

9,0%

Applying for European projects and
programmes

43,9%

17,5%

14,7%

15,1%

8,8%

Financial resources management

15,8%

13,3%

23,2%

28,0%

19,7%

Specialised software skills

11,7%

12,5%

19,9%

25,1%

30,9%

Office application skills

7,5%

9,2%

17,8%

28,8%

36,7%

Information and data analysis skills

8,9%

14,3%

23,0%

25,8%

28,0%

Have company managers and employees participated in training for
gaining higher qualification over the course of the last year?

Yes

No

In-house trainings on general activities

48,7%

51,3%

External specialised management and sales trainings

22,9%

77,1%

External specialised training in the professional field of activity of the
company

38,1%

61,9%

ICT application trainings

16,2%

83,8%

Col %
Do you use online training platforms to boost the qualification of company
executives and employees?

Yes

43,1%

No

56,9%

247
Technical report

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Would your company benefit from any of the below trainings for its
managers?

Yes

No

Entrepreneurship and management training (MBA programes, etc.)

28,4%

71,6%

Specialised marketing and sales training

36,2%

63,8%

Training in activities related to Export

20,0%

80,0%

IT training

38,1%

61,9%

Foreign language training

39,7%

60,3%

Training on main company activities

44,4%

55,6%

Training on company-specific activities

53,7%

46,3%

Yes

No

Management training (MBA programmes, etc.)

23,3%

76,7%

Specialised marketing and sales training

34,0%

66,0%

Training in activities related to Export

18,8%

81,2%

IT training

37,7%

62,3%

Foreign language training

41,4%

58,6%

Training in main company activities

43,5%

56,5%

Training in company-specific activities

50,7%

49,3%

Yes

No

Preparation of a short-term plan (up to 1-2 years)

58,8%

41,2%

Preparation of a medium-term plan (3-5 years)

27,2%

72,8%

Preparation of a long-term plan (more than 5 years)

16,6%

83,4%

Developed a marketing strategy

29,7%

70,3%

Conducted a marketing research

25,2%

74,8%

Research on positioning in foreign markets

16,2%

83,8%

Would your company benefit from any of the below trainings for its
employees?

In the last year, have you applied any of the following practices in
your company?

Col %
Does the enterprise participate in any business cluster within the
company's activity sector (partnerships, consortia or any other joint
venture activities)?

Yes

15,7%

No

84,3%

Col %
Is the company part of the supply chain for large companies and
retailers?

Yes

17,9%

No

82,1%
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Col %

What part of your suppliers have remained the same
for the last 3 years?

Under10%

4,9%

Between 10 and 50%

17,8%

Between 50 and 90%

45,1%

Above 90%

32,2%

Col %

What part of your clients have remained the same for
the last 3 years?

Under10%

7,0%

Between 10 and 50%

22,0%

Between 50 and 90%

49,8%

Above 90%

21,3%

Col %
Does the company have environmental standards in place?

Yes

18,3%

No

81,7%

Col %
Do you use eco-friendly materials and raw materials in the production
process?

Yes

31,2%

No

68,8%

Col %
Do you use green energy in the production process?

Yes

6,5%

No

93,5%

Col %
Is recycling part of your production process?

Yes

10,1%

No

89,9%

Col %
Is there a resource efficiency policy in your company?

Yes

28,9%

No

71,1%

Col %
Is there an energy efficiency policy in your company?

Yes

33,4%

No

66,6%
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Col %
Do the machines and vehicles you use meet modern environmental
standards?

Yes

71,4%

No

28,6%

Col %
Do you have any difficulty implementing the provisions related to waste
classification, collection and treatment?

Yes

12,1%

No

87,9%

Col %
Does your company offer green products?

Yes

9,5%

No

90,5%

Col %
Yes

9,0%

No

91,0%

Outdated

At an
acceptable
level

Modern

Bulgarian standards

12,0%

53,5%

34,5%

EU standards

28,2%

48,7%

23,1%

Do you plan to develop and market green products?

How do you evaluate the technical equipment of your
company in terms of:

Col %
Yes

55,6%

No

44,4%

Have you invested in new technologies in the last five years?

Is there a decrease or increase your
company’s economic indicators this
year compared to the previous one?

Decrease

No change

Increase

Not
applicable

Number of employees

19,2%

52,3%

26,3%

2,2%

Staff salaries

2,5%

30,0%

65,5%

2,0%

Income

19,0%

25,1%

54,1%

1,8%

Profit

24,2%

29,2%

44,8%

1,8%

Loss

23,4%

36,8%

15,5%

24,2%

Market share

13,4%

44,0%

31,3%

11,3%
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Col %
Gender

Male

56,3%

Female

43,7%

Col %

Age

Under 30

3,9%

31-45

34,5%

Above 45

61,6%

Mean
Age

49,03

Col %
No education

0,2%

Upper basic

0,2%

Secondary

18,0%

Bachelor

14,6%

Master

63,9%

PhD

3,1%

Education

Col %

Foreign language skills

English

54,9%

German

11,9%

French

4,7%

Greek

2,8%

Turkish

1,7%

Russian

48,1%

Other

9,1%

Col %

Years of entrepreneurial experience:

1-5

9,2%

6-10

18,0%

11-15

16,6%

16-20

23,7%

Above 21

32,5%
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Mean
Years of entrepreneurial experience:

14,53

Col %

Age at which you started your business:

Under 30

50,5%

41-45

42,2%

Above 45

7,4%

Mean
Age at which you started your business:

32,05

Col %
Do you have any previous experience in other companies with the same
or similar activity before creating your own?

Yes

55,8%

No

44,2%

Mean
Years experience in other companies with the same or similar activity before creating
your own?

8,61

Col %
Is your company a family business? / Family Business: A company that is
owned and managed by a group of people who are part of a family. /

Yes

51,5%

No

48,5%

Col %
Is there a non-written plan to pass on management of the business to one
or more successors?

Yes

49,3%

No

50,7%

Col %
Yes

22,6%

No

77,4%

Has a list of potential business successors been drawn up?

Col %
Have specific efforts been made to educate potential business
successors for their future role in the company?

Yes

50,7%

No

49,3%
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Col %
Is there a detailed business plan for the company after the transfer of
management to the successors (s)?

Yes

9,2%

No

90,8%

Col %
Yes

16,6%

No

83,4%

It`s not
important

As important
as it is
unimportant

It is
important

Age

40,7%

31,4%

27,8%

Gender

63,2%

27,5%

9,3%

Education

13,3%

14,3%

72,4%

Professional and management experience acquired
within or outside the company

9,2%

11,8%

79,0%

Blood relationship

18,0%

29,4%

52,6%

Ability to work with other family members

6,2%

18,1%

75,6%

Personal relationship with current owner

11,5%

23,4%

65,1%

Employee Respect

6,3%

16,8%

77,0%

Yes

No

Analysis of the capabilities of potential heirs in terms of requirements for
the future heir of the company

39,0%

61,0%

Training of potential heirs

59,6%

40,4%

Gaining professional experience in other organisations

40,0%

60,0%

Gaining professional experience in the company

66,7%

33,3%

Obtaining higher education

69,2%

30,8%

Acquisition of intentional specialisation

42,5%

57,5%

Has it been decided how ownership will be distributed after the transfer of
management over the business to the successor (s)?

To what extent are the following characteristics of
potential successors important?

Did the manager's company or family perform (or assisted) the
following activities aimed at developing potential heirs
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Summary of findings from the in-depth interviews
Entrepreneurship
The in-depth interviews conducted within the project for the purposes of the analysis outline the following
several types of entrepreneurship, described bellow. They do not exist as fully completed or isolated
types, but are intertwined in different forms and are found in different combinations in individual
entrepreneurs:
The first group of entrepreneurs is driven by a long-held dream or idea that the entrepreneur has.
This idea is waiting for the right moment, whether for lack of determination or lack of resources or
for other reasons. Usually entrepreneurs who fall into this group find some specific reason that
catalyses their decision. In some cases, project financing or finding partner is a factor in taking
this step, or just situation with clients occurred or niche opened.
The second group of entrepreneurs is focused on pursuing a profession or hobby through an
entrepreneurial initiative. This group includes entrepreneurs who have previously worked in the
same or similar field and then continue their activity as entrepreneurs. Often, this group also
includes entrepreneurship 55+. Its peculiarity is that in some cases it is not aimed at developing
the company, expanding into new markets, but rather oriented towards being a source of
additional of main income for its owner(s).
The third group of entrepreneurs are people who have an entrepreneurial spirit, but because of
their life status (family and children), they usually do not decide to give themselves to the
entrepreneurship completely. They often combine full-time work with entrepreneurship, using its
tools to generate additional income or to test their ideas. It is more difficult for this group to make
the transition fully and mainly to entrepreneurial activity.
The fourth group of entrepreneurs are those who find a niche in something that they are able to
realize at a time when that niche is not filled. This gives the business a boost, but also the
freedom and opportunity to develop and consolidate the company on the market in more
favourable conditions. Subsequently, when the market is saturated with similar products or
services, these businesses encounter difficulties to survive or slightly slow down their
development.
The fifth group of entrepreneurs usually have considerable entrepreneurial experience and
because of their entrepreneurial nature, they are constantly trying in different fields and
developing different types of activities. They are driven by their intuition and explore different
possibilities, practically implementing only a small part of their ideas, but do not worry about
constantly looking for new fields and new activities through which to generate profit. This type of
entrepreneur combines entrepreneurial initiatives in completely different fields and sectors, often
starting with one idea and after 3-4 years stopping it, starting another. This is rather the profile of
the constantly trying entrepreneur.
Depending on the specifics of the business, entrepreneurial initiatives often cannot achieve significant
development, either because of the need for a lot of investment or due to organisational difficulties and
lack of capacity, but in many cases, individual enterprises retain their local character and do not expand
significantly.
More serious business development is a goal for a relatively small number of entrepreneurs. The reasons
for this are the lack of funding, the lack of staff, but also the lack of management capacity. Usually the
company is instrument for achieving concrete goals and is mean for earning money for the owner(s) and
the growth and scaling up can be out of the aims of the owner(s).
Access to markets
When starting a business, one of the main challenges for entrepreneurs is finding enough customers. In
most cases, they rely on their personal contacts or personal popularity in small communities or in the
settlement in which they operate. For narrower professional areas, for example, businesses do not even
have a web site or a Facebook or Instagram account. The nature of the business determines what the
channels of communication to be. However, for many micro-enterprises, word-of-mouth advertising is
proving to be one of the strongest means of accessing markets ("satisfied customer to satisfied customer
recommendation").
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While in areas that are entirely targeted at end users or other users, advertising on site (on site or office)
or on social networks is very important, for others it is more important to have personal contacts or
membership in professional and business associations, which gives an exposure and popularity with
potential stakeholders, customers or partners. Membership in professional organisations in Bulgaria
abroad is also an important factor in expanding access to local or overseas markets and enhancing trust
in the company.
Other commonly used models for expanding market access include attending events and fairs, presenting
and showcasing products and services to potential customers, and generally any other type of marketing
tool, depending on the specifics of the company and the industry.
Created long-term partnerships with business clients also give impetus and access to the markets for
start-ups in the first years of their creation.
During the interviews, two types of enterprises were found - those that have insufficient access to markets
and need more customers to fully fill their capacity and vice versa, enterprises that currently have a welldeveloped market and are more likely to experience difficulties because of the inability to meet all
customers with the available capacity. In the early years, especially for SMEs that do not yet have staff,
but only rely on the efforts of the owners, capacity is filled very quickly, but the decision to hire employees
is sometimes difficult, as due to the inability to provide financial resources, so and because of the sense
of uncertainty and difficult predictability of the business environment.
According to some entrepreneurs, the fact that their business is innovative and less popular makes it
more difficult to sell because it is still unfamiliar to consumers or business customers.
Depending on the business cycle, but also on the nature of the business, often the niche in which the
business operates and in which it was one of the first players is occupied, which leads to a restraint on
the market for the company. In these cases, entrepreneurs enter into and adapt to another situation by
either reducing their workload or looking for new opportunities to establish themselves in geographically
close or thematically similar markets and niches.
Business relationships between partner enterprises or complementary businesses are also a factor in
accessing markets. Small and medium-sized businesses choose their suppliers and subcontractors for
good quality and reasonable price. In most cases, the suppliers do not change and remain the same for a
longer period of time, if the entrepreneurs are satisfied with the quality and the price. This is also due to
the fact that the search for new suppliers to work at a lower cost would take time (which is a very valuable
resource especially for SMEs with limited staff and capacity and SMEs are not able to count on the
economy if the scale as purchases are small)= Change of the supplier would be accompanied by an
increase in risk that entrepreneurs cannot afford.
Thus, sustainable partnerships and informal clusters are created very often in the SME sector and
function successfully. Among them, the recommendation from one entrepreneur to another is a very
important factor.367
According to the entrepreneurs, the services they offer and in general the products and services in
Bulgaria are conventional. This limits the potential for innovation.
Access to financing
According to entrepreneurs, one of the main barriers to their development is the lack of financial
resources or capital to help them grow their businesses. In most cases, the needs of SMEs in the first
years of start-up are not big. An exception to this is manufacturing enterprises that need substantial
capital to buy equipment. For other companies, the need for working capital increases in the event of a
larger expansion and depending on how resource intensive the business is or what investments in
technology are needed. The third and fifth years of the enterprise are proving to be more critical in terms
of financial resource needs, although these needs are different in different sectors.
Most often, SMEs rely on their own funds and self-financing by the owners, in rare cases resorting to
loans from banks, leases and more. Financial help from relatives and friends is also often mentioned,
mainly by smaller enterprises or enterprises in the first years of their existence. The smaller the company

367

There are many examples of such informal clusters, but most often it is a company in a certain sector that recommends its
partners to carry out complementary follow-up activities to another business chain or site, and thus to closing the circle of enduser or business needs. customer.
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(based on the number of employees and years since the establishment), the greater the role of selffinancing and the help of relatives and friends is.
For most enterprises in the SME sector, access to project finance is almost inaccessible. The reasons for
this are that the nature of their activities either does not fall within the scope of the eligible activities or
sectors or the company does not have the capacity to develop a project, regardless of the simplified
conditions and application forms for the provision of financing.
An additional way of accumulating financial resources is the work of the entrepreneur, who in the first
years leaves money as investment capital or as working capital.
Entrepreneurs themselves believe that there are many people with good ideas, skills and talent who are
not able to start own business because of the lack of funds and the inability to earn money for living in the
first years until the business develops.
Particularly in the early years, SMEs strive to minimize costs, with limited spending on investment. Then,
they organically allocate funds for business development according to their needs and priorities. For
entrepreneurs with experience and accumulated capital, the allocation of funds to finance a start-up
business is a little easier, but again it is accompanied by a carefully thought out business plan and taking
into account all the necessary costs that accompany the investment.
Digitalisation and skills
Because of their small staff, SMEs often, especially in the early phase, SMEs have to provide and
develop many different skills within a small number of employees. Therefore, continuous self-education is
needed, especially for the entrepreneur who must successfully combine negotiation skills, sales skills,
advertising and marketing skills, financial management, and more. Among these skills, digital skills are
particularly important, as entrepreneurs have to deal with digital marketing and the digitalisation of those
activities and processes that are necessary for the company.
It turns out that on-line trainings are very popular with entrepreneurs because they do not have the time,
and on-line trainings give the convenience of distance learning. Entrepreneurs are trained in
entrepreneurship, reading materials and courses in management, improving efficiency, organisational
thinking, etc., as well as in specific professional topics that can give them important knowledge to put into
practice in their business.
In addition to the full range of management skills that entrepreneurs need to develop, an important part of
the development of the company is the mix of skills that are available in the team, where it exists. Due to
the combination of several functions, employees often need to be trained by the entrepreneur or selftrained. Workflows are not so clearly defined and structured, and functions are not clearly differentiated
between employees, which is why often SMEs do not have this hierarchy and orderliness of activities and
processes, but at the same time they are characterized by flexibility and innovation.
Human Resources
Finding the right human resources is a particular challenge for SMEs. The reason for this is precisely the
combination of requirements in different fields and the need to concentrate different functions and roles in
one person, resulting from the small number of employees. Continuous improvement of employees is one
of the important challenges facing SMEs. On the one hand, this need stems from the continuous need for
skills development, improvement and competitiveness of the company. On the other hand, the need for
continuous staff training is also dictated by the need to grow and hire new employees. Usually small and
medium-sized enterprises do in-house training as they cannot find training organisations to provide the
appropriate training for their needs. External organisations have recourse to digital or language skills or
other standardized competencies for which training centers are offered.
The available human resources do not meet the needs of the business, which is why the training of
internal resources often leads to a slowdown in company processes or an obstacle to the rapid
development of the enterprise capacity.
In terms of human resources, entrepreneurs point out that it is important to create more opportunities for
flexible working hours and reconciliation of work and personal / family life. These opinions are mainly
expressed by entrepreneurs whose businesses are in the area of population services, whose markets are
very dependent on the leisure of consumers and their ability to use such services.
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In this regard, the opportunities for flexible working hours, working remotely, etc.are becoming
increasingly popular.
Collaboration between businesses and academic institutions
Collaboration of SME with science and academy, although not particularly widespread, is actually
manifested in various forms and is often based on personal contacts between the entrepreneur and
academics. Sometimes the basis of this collaboration is a specific activity or project, other times larger
tasks related to research and development. In other cases, university professors or other academics are
involved in the development of a project, activity or idea in conjunction with the business or are hired as
specialists / experts with specific functions and competencies.
Environment, green economy development, circular economy
Entrepreneurs' knowledge of environmental requirements is very weak. There is no information and
clarification on what commitments must be made for businesses in this area. Most entrepreneurs believe
that their field of activity does not have any specific requirements that they must meet. In most cases,
their understanding of their responsibilities to the environment is based on their personal attitudes to
nature preservation, resource efficiency, energy efficiency, and more.
Business environment and main difficulties and challenges
Combining capacity development, expansion with access to the new markets and the access to funds
needed for the development is proving to be one of the most difficult combinations for managing SMEs.
Among the biggest challenges for entrepreneurs is to constantly generate new ideas, to constantly
maintain quality, to be able to meet the needs of their customers. Finding a unique market place for each
business, what it will offer as something specific and exceptional, so that from the whole market to
choose it is one of the key conditions for a successful business, according to the entrepreneurs. Next,
according to business owners, come the difficulty of imposing and maintaining the image created.
According to entrepreneurs, it is very easy for processes to eject an SME from the market.
According to the entrepreneurs, the requirements themselves are too complex and orientation is difficult,
especially at the beginning of the establishment of the company. Often the relevant legislation is too
extensive and complex and requires a lot of reading, which is beyond the capacity of SMEs owners. It is
therefore good to have basic information for entrepreneurs available, easily accessible, well structured
and clear. Communication with institutions and the introduction of e-government are among the priority
measures to facilitate SMEs and improve the environment for doing business.
Among the difficulties that innovative businesses face is convincing their customers that these products
and services are effective and trustworthy. In most cases, customers are looking for something familiar,
and when a service or product is new, it's hard to trust.
Another difficulty, according to the interviewed business owners, is at the very beginning when they need
to look for contacts and clients to be able to start and promote their business.
Among the difficulties are relationships between partners and co-owners in a business, which sometimes
turn out to be both a decisive factor for the success of a business venture, and a serious factor and a
hindrance to the growth or even survival of a business. Among the interviewed entrepreneurs, there were
some who indicated that some of their business initiatives had failed and were being stopped because of
the partners' inability to reach an understanding and an agreement on key issues. Complementarity
between business partners (co-owners and co-founders) and consensus building is also one of the
challenges that entrepreneurs face.
Finding a financial resource at different stages of business development is also a difficulty that
entrepreneurs solely resolve with their own resources or with the help of relatives and friends.
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Summary of findings from the regional workshops
Strategic priority

Main conclusions

Entrepreneurship

Public attitudes towards entrepreneurs (overwhelmingly negative) and fears of
failure have a direct impact on entrepreneurial activity. Often the opposition to the
insecure and difficult path of an entrepreneur is well-paid expert work, in large
enterprises with clearly structured business processes and opportunities for training
and operational support. In this regard, an important part of changing attitudes
towards entrepreneurship and enhancing the entrepreneurial culture is
entrepreneurship education.
In addition to entrepreneurship education, training in support of start-ups that
provides the key skills needed to start and manage small and medium-sized
businesses.
The participants in the workshops distinguish between the support of start-ups and
entrepreneurs with experience and successful businesses who see new niches.
Another factor affecting entrepreneurship attitudes is the lack of funding. Typically,
entrepreneurs must take a disproportionate risk. For many of them, the risk is that
they lose their home or other real estate because they can only take a loan through
a collateral.
In this regard, financial culture and financial literacy trainings are an important
prerequisite complementing the environment and basic skills of adolescents.
Developing entrepreneurial attitudes and entrepreneurial culture, together with the
financial culture, will develop the environment and create an ecosystem for
entrepreneurship.
The main problems for developing entrepreneurship are the difficult implementation
of ideas, the lack of incubators and shared spaces, the difficult access to scientific
knowledge, the difficult access to markets. In support of entrepreneurship, there is a
need for networks of business centres and regional business associations to
develop business services to support businesses.
Development of branch organisations to support businesses from different sectors
and support the start-up of private businesses. Creating an attitude of cooperation,
not competition. In the basis of networks and business associations is developed
the attitude for cooperation and joint action.
Another factor affecting entrepreneurship is the grey economy. It leads directly to
unfair competition and hence the main negatives for all in the sector, working in the
light and complying with regulatory requirements.
Suggestions from the participant are establishment a fund for small projects to
support entrepreneurial ideas. Microcredit for business to evaluate the ideas and
viability of businesses and provide them with financial support for equipment or
other needs for a start-up. Fiscal relief for family businesses or microenterprises.

Business
environment and
better regulation

Although entrepreneurs are reporting progress and attempts by institutions to make
a positive difference in the business environment (through the introduction of eservices in some institutions and units), opinions are still overwhelmingly critical.
The main weaknesses according to the entrepreneurs are related to the slow
introduction of e-government in all areas and services, frequent changes in
legislation and low quality of regulations, lack of key infrastructure in business and
industrial areas in most regional cities, lack of connecting infrastructure between
settlements, lack of infrastructure leading to areas where businesses are interested
in investing, lack of business areas and industrial parks in some of the big cities and
other. The grey economy and the resulting unfair competition, as entrepreneurs in
the grey sector, do not pay taxes and social security insurances, which enables
them to offer their products and services at a lower price, are also a factor that
negatively affects the business environment according to entrepreneurs.
Another factor that has an impact on business conditions in Bulgaria is outstanding
accounts receivable. Being SMEs, the participants in the discussions indicated that
very often they have outstanding accounts receivable from customers, both from
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abroad and from Bulgaria, and that often outstanding accounts receivable are from
large enterprises that use SMEs as subcontractors. In addition to the direct effects
and difficulties that outstanding accounts receivable have on businesses, there is
an additional difficulty: in order to avoid the emergence of a VAT liability at the time
of issuing of invoice, enterprises often issue a pro forma invoice, but in the event of
a dispute and court settlement, a pro forma invoice does not produce the same
legal consequences and circumstances, which again is detrimental to small
businesses. The appearance of an obligation to pay VAT by the month following the
month of issuing the invoice is also a burden for small businesses, since in case of
outstanding accounts receivable the company has to pay this VAT, even though it
has not been paid. Thus, entrepreneurs are in certain cases put in a situation in
need of additional financial resources to repay this obligation, in such cases they
even resort to bank or other credit to resolve the situation. Another burden on SMEs
is the interest on outstanding accounts payable, which also affects their viability,
since for smaller enterprises with small incomes, these interest rates are a
significant burden. Within the individual round tables(discussions), it was
emphasized that a large number of enterprises are running their business through
credit, which increases the risks to their existence. Although business credits are an
important part of business development tools, an excessively high share of credits
increases the risk of small businesses getting in trouble when changes in business
environment occur.
Inspections by control bodies are also a factor in the business development
environment. For some sectors or for certain companies, they are too frequent,
which additionally creates workload and takes the time and capacity of employees,
since when checking or visit of a control body, company employees have to take
the time to be available to the control body team.
In areas with weaker economic development, low consumption also turns out to be
a negative factor on the business environment. Thus, businesses are looking for a
way out in more developed regions, with higher consumption - Sofia, Plovdiv,
coastal territories, which additionally has a negative impact on small and
underdeveloped regions as enterprises withdraw from them.
The lack of transport between settlements also creates difficulties for businesses,
as this has to do with limiting the ability to recruit employees and workers from
nearby small settlements. Part of the enterprises, usually medium sized, resort to
providing their own transport for employees and workers from the region to meet
their staffing needs. Transport connectivity on the territory of the country also
proves to be an important factor in the business environment. The poor connectivity
of Northern Bulgaria with other parts is a strong factor for the economic situation of
the regions of this part of Bulgaria. The transport connectivity in the different
southern territories is also not uniform, although as a whole southern Bulgaria is
well transport secured, parts of the districts in it also appear not well connected and
isolated (in the opinion of the entrepreneurs southern Bulgaria also has its well
secured northern territories and poorly secured southern parts). Within individual
regions, for example, it is indicated that there are no alternative roads and bypass
routes, which leads to difficulties in moving during the busiest periods of the year.
Often small and medium-sized businesses are not able to get informed about any
issues and changes in legislation that affects them. For this, it is important to have
systematic information to help businesses without consultants understand
legislative changes or newly introduced regulatory requirements that affect them.
During the discussion, entrepreneur gave an example that for several weeks he
sought information and tried to find out what his obligations under the New
Economic and Financial Relations with Companies Registered in Preferential Tax
Regime Jurisdictions, the Persons Related to Them and Their Beneficial Owners
Act, should he file a declaration in the State Agency for National Security, etc., until
he finally realized that there were no obligations that created the need for action by
his company under this law. There are similar examples in many legislative areas.
In the discussions, for example, the business has made it clear that it does not
know what the legal requirements in the field of environment are and information
and understanding on the topic is missing.
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The role of regulators who do not always closely monitor the actions of individual
entities within the scope of the regulated area and the consequences that their
actions have on SMEs is also discussed as a factor in the business environment.
The example given by a participant in the discussion is with contractual clauses of
banks where the early repayment penalty is 10% of the loan amount (under the
JEREMIE scheme). Such conditions are a burden on the business.
Slow and cumbersome administrative service is also a problem. Often, letters
addressed to different administrative bodies do not receive a response at all or the
reply comes after two months. Even though electronic services and administrative
check without the company representative being involved 368 are being introduced,
institutions are asking for documents that business representatives need to take
from one institution and submit to another. Although document requirements are
facilitated under the Operational Programs grant schemes, for small business part
of the requirements create difficulties and are an obstacle. Foreign investors and
foreigners looking to do business in Bulgaria find it difficult to communicate with
institutions due to the language barrier, and foreign language documents and banks
are not available (unlike some European countries where key forms and documents
are available in several language, depending on region and target groups).
Submission of equivalent documents by foreign citizens within two weeks is also a
problem.
The requirements for filing declarations and providing information from the business
also create a burden. Often the information in the various reports is repeated.
Therefore, better coordination and better connectivity between institutions would
facilitate these procedures, and the information provided can be used and made
available to more institutions. Many of the declarations to local authorities are only
on paper, the ownership and real estate of SMEs must be declared in many places
and this entails additional burden.
In addition to the major problems of the business environment, there is a lack of
structured and clear information on issues affecting the business. Often, it takes too
long to learn about different topics and questions. Having a single information portal
and well-organised and well-structured information would meet these business
needs.
Access to markets

368

The main focus in terms of market access for entrepreneurs is the lack of formation
and the ability to establish contacts abroad. It turns out that activities and services
that The Bulgarian Small and Medium-sized enterprises Promotion Agency
(BSMEPA) provides are not sufficiently known and popular. Market access also
needs more partnerships and cooperation between businesses themselves, to
create more clusters. Often, access to markets is also limited by the fact that small
businesses, especially in smaller settlements, do not have a website and are not
presented to a wider group of potential partners. Initiatives for business meetings or
meetings of business with academia would have a positive impact, expanding
opportunities for collaboration, and hence access to markets. Another obstacle to
market access is the conventional nature of many Bulgarian companies. Creating
innovative products and services would increase market access. According to the
entrepreneurs, it is important to provide financing for the promotion of Bulgarian
enterprises abroad, financing of business associations to represent Bulgarian
businesses abroad and creating more conditions for visits of foreign delegations
and entrepreneurs from abroad.
Another strong driver of increasing market access is e-commerce according to
participants. Financial support for enterprises to create platforms and tools for
electronic sales would also give an advantage and boost access to foreign markets.
CRM systems would also be useful for increasing market access according to
entrepreneurs. Foreign partners and foreign investors come with knowledge and
technology, which in addition to access to markets is also a factor in transferring
know-how.

Проверка по служебен път
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Attracting additional financial resources and utilizing OPIC projects also boosts
market access and exports, according to entrepreneurs, especially for enterprises
that have exports.
Access to finance

The two main areas of financing (banking and grant) have their limitations and
negatives. For most entrepreneurs, the crediting requirements for businesses are
quite high and often involve the owner having to mortgage his home or other
personal property.
The other barrier is the narrow funding requirements for grants only to enterprises in
certain sectors (codes). This makes many businesses not eligible for funding that
would boost certain regions.
Access to financing through financial instruments is still not very popular and the
barriers there are mainly on the part of the banks that offer these products less.
In terms of access to financing, the key recommendations are to create micro-credit
for SMEs that flexibly meet their needs. Micro financing is also needed to support
start-ups and entrepreneurs who do not have the start-up capital to realize their
idea. In addition to support for start-ups, support is also needed for experienced
entrepreneurs who want to diversify their business or invest in a new business,
using the experience and capacity they have.
In this area, further emphasis is placed on tax reliefs for family businesses, as well
as forms of support to the inheritance or transfer of business, not just support for
start-ups.
Usually financing needs are related to the needs of technological modernization of
enterprises or other key investments, as well as to working capital.

Environment, green
economy
development,
circular economy

Environmental and green economy issues are still far from regional enterprises.
Overall, a major problem in these areas is the lack of information and knowledge of
business requirements - both current and upcoming requirements related to The
European Green Deal. The enterprises participating in the regional roundtables
(discussions) are interested in various investments in the green economy, in
particular with regard to the energy efficiency of the buildings where their production
capacities are located or the introduction of renewable energy in production.
However, the lack of such funding schemes and opportunities severely limits
business.
One of the environmental requirements that some exporting businesses face is
explaining how they are recycled and what the environmental impacts of the
products they produce are. Lack of information in this area impedes the business.
However, lack of thinking in this direction is also a problem, since in Bulgaria there
is no practice to analyse individual products in terms of their life cycle and their
impact on the environment in the period when their use ends (recycling, processing
or disposal).
Possible measures and support that entrepreneurs propose are financing of
ecological production, supporting enterprises to implement environmentally friendly
technologies and materials, support for energy efficient production, support for
increasing the energy efficiency of companies, etc.

Digitalisation and
skills

The main accent in this thematic area is the lack of well-trained staff for business
needs. Graduates with secondary specialised (vocational) education, which is less
and less interesting for young people, are a particular problem. The problem with
staffing is not only their skills and competencies, but their basic suitability to meet
the needs of businesses with soft skills (customer communication skills, work
habits, self-organisation and efficiency skills, planning skills, etc.). At the same time,
according to entrepreneurs on local level, there are many unemployed young
people who can be trained, but either there is no one to train them or they are not
motivated to enter the labour market.
A significant barrier to preparation of the workforce is the lack of awareness of
parents who do not know the capabilities of local businesses and do not know the
perspectives that the individual areas of secondary vocational education provide.
There are additional barriers from the fact that part of the industries are not
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modernized and parents and children do not consider these areas of the economy
attractive and promising, which is why the interest in part of the vocational
secondary education is lowered, although there is a demand from employers for
such personnel.
An important accent of the business is that dual training programs could be a very
important answer to the problems of entrepreneurs at the local level.
Another useful mechanism, according to entrepreneurs, is the development of
science and technology clubs for young people that build a certain type of thinking
in different professional fields and entrepreneurial attitudes.
Important steps to overcome the deficits in education and the qualification of human
resources are to create more joint initiatives between business and education, to
develop internship programs, to promote business-education cooperation, to
develop joint programs, etc. However, an important problem here is that SMEs are
small, fragmented, territorially dispersed and the communication of each of them
individually with the educational institutions is difficult and time-consuming.
Therefore, here is the role of professional and business associations, which should
catalyse this process for the benefit of the business by fulfilling their function as a
defender of the common interest in individual sectors.
One of the important deficits in terms of training and preparation of the workforce is
the training of entrepreneurs themselves and their preparation for the role they play
in business management. Such training is lacking, and in practice small business
owners need to develop and catch up with a lot of skills and competencies on the
go. This affects the quality of management itself and affects the results of the
business itself.
Entrepreneurs still have reservations about digitizing their processes and services,
as in some cases this involves additional investments they cannot afford. However,
although with varying degrees of intensity across regions and sectors, the process
of business digitalisation is evolving. Many entrepreneurs think that digitalisation
and technological modernization are highly connected, which is understandable.
These two areas are therefore highlighted as one of the most important priorities for
SME support. Digitalisation is also thought of on many levels - from supporting
small businesses to creating a website, electronic ordering platforms, CRM
systems, to implementing various digital systems in their production, using robots
and more. Apart from the necessary financial resource for investments, the main
barrier is the knowledge of digitalisation opportunities that are appropriate for the
respective businesses and their specifics. For more advanced businesses, the
problem is how to integrate existing systems and operate in accordance with new
ones, which is a challenge.
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2. Methodology of SMEs indexes on
competitiveness
Questions on SMEs competitiveness and index formulae
No

1

Factor for
competitiveness
Innovations
(IRD)

Questions on SME competitiveness
included in the survey questionnaire and
index formulae
Research and development indicators
(R&D):
SME establishment of innovation
infrastructure (yes or no):
1.
2.
3.
4.

Index formula
Index Innovation Activities (IRD) =

  R & D Infrastruc utren ,i 


n




 max   R & D Infrastruc turen  
availability of R&D unit;
1 
 n

availability of specialised staff for R&D;
= 100   

2 
application of research findings of
n R & D Pr oductsn,i

research institutes/fellows;
+


 

professional training of R&D specialised
 max   R & D Pr oductsn  
staff;
 n
 


5. keeping and updating a professional
library;

R & D Infrastructuren,i is an indicator taking values of
6. cooperation with institutions in education “0” or “1” with respect to the availability of infrastructural
and science;
component n in company i.
SME development of new products (yes or


no):
max R & D Infrastruc ture n  is the maximum
7. issuing of new products on the market;
 n

possible value for the sum of all indicators for the various
8. improvement of existing products;
infrastructural components (it is equal to the number of the
9. development of new products to be
R&D infrastructural components used).
launch on the market soon.
The notation for R&D Product is analogical.



2

Internationalisa
tion (INT)

SME participation in specialised
international trade events (yes or no):
1. exhibition/fairs
2. international business forums;
3. business delegations.

Index Internationalisation Activities (INT) =
100 

1
 (PRi + EX i )
2

PR is indicating for the level of participation of the
enterprise in international trade events (promotion
activities) so that:

SME international trade activity:
4. availability of imports (yes or no);
5. availability of exports (yes or no);
6. share of exports in the total output (%);
7. share of export sales in the total
turnover (%).

PRi =

 PR

n ,i

n



max  PR n 
 n
 , where PRn,i is an indicator

taking values of “0” or “1” with respect to the participation in
promotion activity n in company I, and



max  PRn  is the maximum possible value for the sum
 n

of all indicators for the various promotional activities (it is
equal to the number of promotional activities).
EX is indicating for the level of exporting activities in the
enterprise so that:
EX i = w1 

I i + Ei
Eoi + Et i
+ w2 
2
2

Where w1 and w2 are weights whose sum equals 1 (here
values have been assigned of respectively 0.4 and 0.6). Ii
and Ei indicate for import and export activities in the
previous year in enterprise i. Eoi is the share of export in
total output in enterprise i, and Eti is the share of turnover
that comes from exports.
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3

Trademarks
and patents
(ITP)

SME ownership of trademarks and patents
(yes or no):
8. in home country;
9. abroad,
10. forthcoming registrations in home
country;
11. forthcoming registrations abroad.
SME availability of sufficient financial
resources (yes or no)
12. for registration of trademark,
13. patent;
14. other intellectual property.

4

Information
and
communication
technologies
(ICT)

Index Trademarks and Patents (ITP) =



n TPn,i


w

+
 1




max  TPn  

 n
 
= 100 * 

n Finn,i 

 w2 




max  Finn  

 n


TPn,i is an indicator taking values of “0” or “1” with respect
to availability of registered intellectual property n in
enterprise i. Fin is analogical indicator which measures the
extent to which the SME can finance the registration of
trademarks and patents. w1 and w2 are weights, which
sum equals 1 (here values have been assigned of
respectively 0.6 and 0.4).

SME application of ICT (yes or no):
Usage of internet

Index Information and Communication Technologies (ICT)
=

15. Company website





e n ,i
sysn ,i


1 

n
n
100   
+
2




 max   en  max   sysn  
 n

 n



16. Company social network profile
(Facebook, LinkedIn, etc.)
17. Online option for orders and sales of
company products and services
18. Option to receive payments through
online services (ePay, PayPal, etc.)
19. Electronic signature of the managers
20. Cloud services (storage, computing
power, etc.)
21. Internet / mobile banking
22. Remote access option for employees
23. Online billing systems
24. IP camera surveillance

en,i

is an indicator taking values of “0” or “1” with respect

to the usage of internet technology n in company i.



max  en  is the maximum possible value for the sum of
 n 
all indicators for the various internet technologies (it is
equal to the number of technologies in the questionnaire).
The notation of sys stands for the implementation of
management information systems and is analogical.

Implementation of management information
systems
25. Customers Relationship ManagementCRM
26. Human Resource Management - HRM
27. Supply Chain Management - SCM
28. Accounting Management system
29. Warehouse, product and inventory
management system
30. Marketing management systems
31. Project management system
32. Enterprise Resource Planning- ERP
33. Information security systems
(encryption, firewall, backup archives)
34. Other type of automated process
management system
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5

Access to
finance (IAF)

SME usage of the following financial
instruments (yes or no):

Index Access to Finance (IAF) =

35. investment bank loan;

100 

36. bank loan for working capital;
37. bank loan for special purpose;
38. overdraft;



max   Financial instrument n 
 n

is an indicator taking values

of “0” or “1” with respect to the availability of financial
instrument n in company i.

40. financial leasing (for purchase of
equipment, automobiles, etc.);



max  Financial instrument n  is the maximum
 n


41. venture capital;
42. loan from family and friends;
43. means of the owner(s) of the company;
44. EU funding;
45. government funded programs or thirdparty government programs.

Human
resources
development
(HRD)

n ,i

n

Financialinstrumentn,i

39. credit card;

6

 Financial instrument

SME implementation of policies to improve
staff qualifications (yes or no):
46. manager’s conenterpriseation that staff
qualification is at high level
Provided trainings:
47. In-house trainings on general activities
48. External specialised management and
sales trainings

possible value for the sum of all indicators for the various
financial instruments (it is equal to the number of the
financial instruments).

Index Human Resources Development (HRD) =

 w1  HRi +



Training n ,i



n
100 *  w 

 2


max  Training n  

 n


HR is an indicator for highly qualified staff within the

Trainingn,i

49. External specialised training in the
professional field of activity of the
company

enterprise (as assessed by the manager).

50. ICT application trainings



max  Training n  is the maximum possible value
 n


SME implementation of policies to improve
staff qualifications (yes or no):

is

an indicator taking values of “0” or “1” with respect to
training activity n in company i.

for the sum of all indicators for the training various
activities.
w1 and w2 are weights, which sum equals 1 (here values
have been assigned of respectively 0.4 and 0.6).

Index values are grouped in categories as follows:
0 — 20

21- 40

Very difficult access / Difficult access /
Weak activity /
Very low level of
relevant activity

41 — 60
Neither difficult, nor
easy access /

Rather weak activity
/
Neither weak, nor
advanced activity /
Rather low level of
relevant activity
Moderate level of
relevant activity

61 — 80

81 — 100

Easy access /

Very easy access /

Rather advanced
activity /

Advanced activity /

Rather high level of
relevant activity

Very high level of
relevant activity
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Descriptive statistics and reliability analysis of the indexes
applied
Cronbach’s
alpha

Mean

St. Dev.

Access to finance questions

0.614

-

-

ICT questions

0.859

-

-

HRD questions on provided trainings

0.714

-

-

Exports and imports related questions

0.626

-

-

Innovations related questions

0.755

-

-

Intellectual property related questions

0.800

-

-

All SMEs indexes for competitiveness (1,2,3,4,5 and 6)

0.702

-

-

1 Access to Finance index (if excluded)

0.723

20.8

17.3

2 ICT index (if excluded)

0.602

36.5

22.6

3 HRD index (if excluded)

0.713

45.1

29.6

4 Internationalisation index (if excluded)

0.666

19.5

26.6

5 Innovations index (if excluded)

0.615

28.3

24.1

6 Trademarks and patents index (if excluded)

0.637

13.8

22.3

Questions / Index

Source: 2019 – 2020 PwC SMEs survey; own calculations
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3. Technical notes on identifying benchmark
economies
For the clustering exercise the aim of which is to find countries similar to Bulgaria in terms of their SMEs
structure, the ‘Annual enterprise statistics by size class for special aggregates of activities (NACE Rev. 2)’
data frame from Eurostat’s data base have been used.
With the help of R, the data from Eurostat’s website has been scraped, and filter out only the
observations that concern SMEs – i.e. only those observations for which the variable of ‘size_emp’ takes
on values different than greater than or equal to 250 (coded by ‘GE_250’). An important data
manipulation here involves turning this long data frame of 351,806 observations on 5 variables into a wide
data frame suitable for performing clustering analysis. This has been done with the help of the
‘pivot_wider’ function from the ’dplyr’ package in R.
The latter leaves us with a data frame of length 36 – one row for each country/aggregate for 27/28
European countries; and of width 33,528 columns/variables. The high number of variables comes from all
possible combinations of different values for each of the ‘indic_sb’ variables – i.e. for each of the time
series available.
Principal Components Analysis has been performed on this newly-modified data frame in order to obtain
a clustering for the countries of interest. To this end, the aggregate observations for the European Union
(both 27 and 28 countries ones) have been removed. Furthermore, all columns for which there is a zero
variance – either because the column is constant, or because there is only one observation in it, have
been removed. This has been done for the purpose of the scaling part of the PCA technique application,
where division by the standard deviation is applied, and it being zero would lead to infinite values which
in turn would prevent the eigenvalue decomposition from happening, i.e. would not give any clustering
result. Then, with the final data frame for which the PCA on of size 34 observations on 15,441 columns
has been run.
Running the automated Principal Component Analysis on final clustering data, that the observation is that
Bulgaria falls into the same cluster as Finland, Denmark, Croatia and Slovakia, (points 12, 34, 32, and 14
on the plot below, respectively).
Figure 89 Principal Components Analysis – results

Source: own calculations

The points on the plot above show the position of each country in the two-dimensional projection of the
data, where the two dimensions are formed by the two first principal components. The variance of data
they explain is shown in brackets below the axes – i.e. PC1 explains 31.3% of the variability in the data,
while PC2 accounts for 10.1% of it. The colour of the points standing for each of the observations stands
for the quality of representation – i.e. for 1-l_i, where l_i stands for the loss of information caused by the
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projection of the 15,441-dimensional space to the 2-D plot observed above. By those means, the
highlighting shows some of the information on the spatial distribution of data on three dimensions.
The below presented scree plot of the PCA – i.e. the plot of the eigenvalues corresponding to each of the
principal components formed, along with the percentage of variance in the data they explain.
Figure 90 Scree Plot for the PCA result presented

Source: own calculations

As a rule of thumb for deciding a suitable cutoff, it is accepted to choose the number of PCs that capture
approximately 90% of the variation. That is, keeping seven or eight in principal components and clusters
in the final grouping of countries is acceptable. Thus, the cluster for Bulgaria is derived as described
above – Finland, Denmark, Croatia and Slovakia.
Exploration of the variables in the principal components decomposition shows that the top 3 contributing
variables in the first two components are variables related to the manufacturing sector’s development in
the past. In cases when also allowing for the values on EU-28 and EU27 to be included, i.e. when looking
at the ‘shares’ formulation of variables, potential similarities between Bulgaria and Czechia have been
noticed.
K-Means
With the statistical technique of K-means, less specific results are obtained. K-means at its optimum for
the data available shows that Bulgaria differs at a high significance level from the countries of Spain, Italy,
Poland and Luxembourg. Further clustering exercises with this method provide a finer (although slightly
less probable) configuration where Bulgaria shares a group/cluster with Austria, Switzerland, Finland,
Norway, Sweden, Hungary, Portugal, Greece, and Slovakia.
Final Choice of Benchmark Countries
Based on the above clustering exercise, and on the current structure of the SMEs in the above-listed
countries that are clustered alongside Bulgaria, the countries of Greece, Portugal, Hungary and Slovakia
have been distinguished to serve as an adequate benchmark for the case of Bulgaria.
The convergence outlook has been formed by performing a linear interpolation between the values
observed for Bulgaria for the respective sectors at the 2-digit level in NACE Rev. 2 and the values formed
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as a benchmark and set to be achieved by year 2032. Wherever missing data in the data set for Bulgaria
has been noted, it has been replaced by zeros. That is because either the sector has not yet been
developed and observes indeed no revenue and employees, or because there are only a few enterprises
in the sector for which data is omitted on purpose due to confidentiality issues. In such cases, it is
therefore best to consider the development path for the number of enterprises only, and not that of the
number of employed persons in the sector.
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4. Technical appendix on specialisation
Technical notes on measuring regional and sectoral
specialisation
Specification of the Original Data Set and Some Notes on Data Cleaning
The analysis is based on the 2018 Amadeus data base for Bulgarian enterprises on a company level. The
extensible markup language data file containing the information via the xml package in R has been
imported. The result is a single data frame of 355,946 observations on the 7 variables of ‘Company
(Name)’, ‘City’, ‘NACE’, ‘Region’, ‘NUTS2’, ‘Revenue’, and ‘Employees’. For a faster future loading of this
information, the data set has been saved into a comma-separated values file, which is a spreadsheet
available to open and view without the help of additional software.
For the data analysis presented here, the data on sectors has been aggregated at the two-digit NACE
code level, and on regions. Therefore, the focus has been in the variables of ‘NACE’, ‘Region’, ‘Revenue’,
and ‘Employees’, with the key information clearly being contained in the last two ones of them. There are
36,640 observations for which there is missing information on either of the columns related to the
company’s revenue, or to its number of employees. Future manipulations of the data would naturally
involve excluding these as otherwise, it would create distortions in our attempts to summarize and model
data.

Calculating the Gini Indices for Specialisation and Concentration
The focus has been on calculating one of the most widely used cluster-based measures for concentration
and specialisation (sectoral concentration) in the comparison aggregated sectoral and regional data.
Thus, the values of the Gini Index (both the specialisation , and the concentration ones) have been
obtained for the data set on Bulgarian enterprises described above. To this end, the focus has been
predominantly on the information available for the number of employees across regions and sectors in the
economy.369
Further Data Manipulations
The ‘Employees’ variable has been used when calculating the indices of interest. For the purpose of the
calculations some relevant changes into the structure of the original data frame have been applied.
Initially, only the enterprises which fall into the 99.9 percentile of the data with respect to the number of
employees have been filtered out – i.e. the observations for enterprises of a size significantly larger than
the usual for the local economy have been , considered as outliers and therefore removed. The 99.9
percentile of the ‘Employees’ column corresponds to the value of 679.18 persons. Therefore, only the
data entries for which the value of that column is less than or equal to 680 has been selected. This results
into a data frame of 319,074 observations on the 7 initial variables, which have been used for obtaining
the indices’ values across regions and sectors.
Aggregating Data
It is important to note that original data entries contain information on the NACE classification at the fourdigit level. For the purpose of aggregating data at the two-digit level, the respective two-digit NACE code
for each of the observations has been extracted. The information has been further aggregated at the twodigit level per each of the 28 regions in Bulgaria, obtaining a data frame with 2,079 observations on five
variables. Two of these represent the region and the sector classified by its two-digit code, and the
remaining three ‘new’ variables represent the number of employees, and the total revenue in each sector
for the respective region, along with the number of enterprises that belong to each sector within the
region.

369

For further information about measuring regional and sectoral specialisation using Gini and other indexes please see Churski, P.,
Kopczewska, K., Ochojski, A., & Polko, A. (2017).
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There are 84 distinct sectors in the data, however, not each of the 28 regions contains information on
each of them. In such cases, new ‘fictious’ observations for these cases have been added, filling in with
zeros the values for the three quantitative variables. The result is a data frame of 2,352 rows and 5
columns.
As a final step, all observations concerning sectors related to agriculture, trade or transport have been
removed from the aggregated data set, resulting in a 2,044 by 5 matrix. This allows for making valid
findings on the specialisation across regions/sectors, while putting aside any results that concern areas
which are well developed due to their geographic location, or to the general importance of resource
(re)distribution. Data filtering resulted in deriving information on 73 different sectors across regions.
Following this last manipulation on the aggregated data, a data table of 73 rows and 28 columns has
been constructed, containing only the values of the ‘Employees’ variable. This data table will be
hereinafter referred to as the matrix 𝐸𝑚𝑝 = (𝐸𝑚𝑝𝑖𝑗 )𝑖∈{1,⋯,73},𝑗∈{1,⋯,28} .
Calculating the Gini Index for Sectoral Concentration
Relying on the standard formulae on Gini indices, the technique explained in Churski et. al. (Churski,
Kopczewska, Ochojski, & Polko, 2017) has been applied and the vector of
𝑠 ),
𝐺𝑖𝑛𝑖 𝑠 = (𝐺𝑖𝑛𝑖1𝑠 , 𝐺𝑖𝑛𝑖2𝑠 , ⋯ , 𝐺𝑖𝑛𝑖28
2

2

𝑛
has been calculated, where 𝐺𝑖𝑛𝑖𝑗𝑠 = 2 ̅ Σ𝑖=1
Λ𝑖 ⋅ |𝑅𝑖 − 𝑅̅ | =
Σ 73 Λ ⋅ |𝑅𝑖 − 𝑅̅| represents the value of
𝑛 ⋅𝑅
5329⋅𝑅̅ 𝑖=1 𝑖
the Gini Sectoral Concentration Index for region 𝑗, 𝑗 ∈ {1, ⋯ ,28}; 𝑛 = 73 is the number of rows/industries
of 𝐸𝑚𝑝; whereas the remaining components of the calculation are listed below.

•

𝑠
𝑠𝑖𝑗

𝑅𝑖 =

𝑠𝑖

⎯ 𝑠𝑖𝑗𝑠 =

is the employment ratio in sector 𝑖, 𝑖 ∈ {1, ⋯ ,73}, where:
𝐸𝑚𝑝𝑖𝑗

Σ73
𝑖=1 𝐸𝑚𝑝𝑖𝑗

is the ratio between employment in sector 𝑖 in region 𝑗 and the total employment in region

𝑗, with 𝑖 ∈ {1, ⋯ ,73}, 𝑗 ∈ {1, ⋯ ,28};
⎯ 𝑠𝑖 =
•

Σ28
𝑗=1 𝐸𝑚𝑝𝑖𝑗
73
Σ𝑖=1 Σ28
𝑗=1 𝐸𝑚𝑝𝑖𝑗

is the ratio between the total employment in sector 𝑖 and the total employment in the

data set;
1
𝑅̅ = ∑73
𝑖=1 𝑅𝑖 is the average employment ratio by industries;
73

• and Λ𝑖 is the rank of the industry’s position when ordering 𝑅𝑖 in a descending manner.
The Gini Index for Sectoral Concentration measures the average under- or over-representation of the
sectors in the economy for each of the 28 regions as compared with the overall representation in all
regions. In this sense, this index gives us information on how each specific region performs in terms of
sectoral distribution of employees with respect to the average regional structure for the country. The index
takes values between 0 and 1, and larger values tending to one indicate that the region of interest is overrepresented in a single sector strongly and there is an indication for a specialisation in this sector.
Similarly, values closer to 0 imply that there is a uniform distribution of economic activity across regions
and the region appears to have the same structure as the average for the economy.
The table below presents our findings for the Gini Index for Sectoral Concentration for each of the 28
Bulgarian regions based on our data set.
Table 40 Gini Index for Sectoral Concentration Calculated for Bulgarian Regions
Region

𝐆𝐢𝐧𝐢𝐬𝐣

Region

𝐆𝐢𝐧𝐢𝐬𝐣

Blagoevgrad

0.67417

Ruse

0.56478

Burgas

0.57716

Shumen

0.65885

Dobrich

0.66103

Silistra

0.7611

Gabrovo

0.68415

Sliven

0.65717

Haskovo

0.63142

Smolyan

0.81911
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Kardzhali

0.76444

Sofia City

0.471

Kyustendil

0.71328

Sofia Province

0.64694

Lovech

0.75417

Stara Zagora

0.56397

Montana

0.72386

Targovishte

0.7617

Pazardzhik

0.63955

Varna

0.59845

Pernik

0.75899

Veliko Tarnovo

0.56106

Pleven

0.60017

Vidin

0.75518

Plovdiv

0.51284

Vratsa

0.64086

Razgrad

0.73479

Yambol

0.71807

Source: Own calculations based on 2018 Amadeus data on SMEs in Bulgaria

The strongest over-representation of a single sector has been observed in the regions of Smolyan,
Kardzhali, Targovishte, Pernik, Vidin and Lovech; while the most under-represented in terms of economic
activities compared to the average for the economy turns out to be the country’s capital’s region of Sofia
City.
Calculating the Gini ‘Concentration’ Index
By applying the same methodology as described above, the respective Gini Index values for each
economic activity of interest have been defined and the vector of
𝑐 ),
𝐺𝑖𝑛𝑖 𝑐 = (𝐺𝑖𝑛𝑖1𝑐 , 𝐺𝑖𝑛𝑖2𝑐 , ⋯ , 𝐺𝑖𝑛𝑖73
2
2
𝑚
has been calculated, where 𝐺𝑖𝑛𝑖𝑖𝑐 = 2 ̅ Σ𝑗=1
Λ𝑗 ⋅ |𝐶𝑗 − 𝐶̅ | =
Σ 28 Λ ⋅ |𝐶𝑗 − 𝐶̅ | represents the value of
𝑚 ⋅𝐶
784⋅𝐶̅ 𝑗=1 𝑗
the Gini ‘Concentration’ Index for sector 𝑖, 𝑖 ∈ {1, ⋯ ,73}; 𝑚 = 28 is the number of columns/regions of
𝐸𝑚𝑝; whereas the remaining components of the calculation are listed below.

•

𝑐
𝑠𝑖𝑗

𝐶𝑗 =

𝑠𝑗

⎯ 𝑠𝑖𝑗𝑐 =

is the employment ratio in region 𝑗, 𝑗 ∈ {1, ⋯ ,28}, where:
𝐸𝑚𝑝𝑖𝑗

Σ28
𝑗=1 𝐸𝑚𝑝𝑖𝑗

is the ratio between employment in sector 𝑖 in region 𝑗 and the total employment in sector

𝑖, with 𝑖 ∈ {1, ⋯ ,73}, 𝑗 ∈ {1, ⋯ ,28};
⎯ 𝑠𝑗 =
•

Σ73
𝑖=1 𝐸𝑚𝑝𝑖𝑗
73
Σ𝑖=1 Σ28
𝑗=1 𝐸𝑚𝑝𝑖𝑗

is the ratio between the total employment in region 𝑗 and the total employment in the

data set;
1
𝐶̅ = ∑28
𝑗=1 𝐶𝑗 is the average employment ratio by regions;
28

• and Λ𝑗 is the rank of the region’s position when ordering 𝐶𝑗 in a descending manner.
The Gini ‘Concentration’ Index for Sectoral Concentration measures the average under- or overrepresentation of each sector in the all regions as compared with the overall representation of all
economic activities in all regions. In this sense, this index gives us information on how each specific
sector performs in terms of its overall distribution of employees with respect to the average sectoral
structure for the whole country with all sectors included. Again, the index takes values between 0 and 1,
and larger values tending to one indicate that the sector is approaching full concentration with the least
similarity between regions and industries possible. That is, bigger values for the index mean that there
appears some concentration of employment in a sector within only few of the regions.
The table below presents our findings for the Gini ‘Concentration’ Index for each of the 73 economic
activities in Bulgaria which are observed in the modified data set.
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Table 41 Gini 'Concentration' Index Calculated for the 73 Economic Activities of Interest for the Bulgarian
Economy
𝑮𝒊𝒏𝒊𝒄𝒊

NACE

Sector/Economic Activity

C10

Manufacture of food products

0.292474

C11

Manufacture of beverages

0.585372

C12

Manufacture of tobacco products

0.622283

C13

Manufacture of textiles

0.69196

C14

Manufacture of wearing apparel

0.519066

C15

Manufacture of leather and related products

0.843917

C16

Manufacture of wood and of products of wood and cork, except furniture;
manufacture of articles of straw and plaiting materials

0.642625

C17

Manufacture of paper and paper products

0.741978

C18

Printing and reproduction of recorded media

0.55643

C20

Manufacture of chemicals and chemical products

0.702337

C21

Manufacture of basic pharmaceutical products and pharmaceutical preparations

0.76114

C22

Manufacture of rubber and plastic products

0.468752

C23

Manufacture of other non

0.533663

C24

Manufacture of basic metals

0.852995

C25

Manufacture of fabricated metal products, except machinery and equipment

0.432794

C26

Manufacture of computer, electronic and optical products

0.840494

C27

Manufacture of electrical equipment

0.439625

C28

Manufacture of machinery and equipment n.e.c.

0.545504

C31

Manufacture of furniture

0.593075

C32

Other manufacturing

0.42486

C33

Repair and installation of machinery and equipment

0.464598

D35

Electricity, gas, steam and air conditioning supply

0.698426

E36

Water collection, treatment and supply

0.569867

E37

Sewerage

0.722684

E38

Waste collection, treatment and disposal activities; materials recovery

0.564483

F41

Construction of buildings

0.229215

F42

Civil engineering

0.252915

F43

Specialised construction activities

0.235506

B05

Mining of coal and lignite

0.603762

273

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

I55

Accommodation

0.532791

I56

Food and beverage service activities

0.146937

J58

Publishing activities

0.536891

J59

Motion picture, video and television programme production, sound recording and
music publishing activities

0.838781

J60

Programming and broadcasting activities

0.814507

J61

Telecommunications

0.595012

J62

Computer programming, consultancy and related activities

0.553077

J63

Information service activities

0.594629

K64

Financial service activities, except insurance and pension funding

0.646574

K66

Activities auxiliary to financial services and insurance activities

0.39324

L68

Real estate activities

0.337562

M69

Legal and accounting activities

0.175914

B07

Mining of metal ores

0.606165

M70

Activities of head offices; management consultancy activities

0.439535

M71

Architectural and engineering activities; technical testing and analysis

0.309174

M72

Scientific research and development

0.818644

M73

Advertising and market research

0.506219

M74

Other professional, scientific and technical activities

0.402717

M75

Veterinary activities

0.369451

N77

Rental and leasing activities

0.373116

N78

Employment activities

0.651879

N79

Travel agency, tour operator and other reservation service and related activities

0.59115

B08

Other mining and quarrying

0.653889

N80

Security and investigation activities

0.463821

N81

Services to buildings and landscape activities

0.44733

N82

Office administrative, office support and other business support activities

0.563916

O84

Public administration and defense; compulsory social security

0.272915

P85

Education

0.317549

Q86

Human health activities

0.255942

Q87

Residential care activities

0.626349

Q88

Social work activities without accommodation

0.76012
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R90

Creative, arts and entertainment activities

0.628184

R91

Libraries, archives, museums and other cultural activities

0.783474

R92

Gambling and betting activities

0.447273

R93

Sports activities and amusement and recreation activities

0.389366

S94

Activities of membership organisations

0.281256

S95

Repair of computers and personal and household goods

0.235366

S96

Other personal service activities

0.21577

C29

Manufacture of motor vehicles, trailers and semi

0.792474

C30

Manufacture of other transport equipment

0.829282

E39

Remediation activities and other waste management services

0.809511

C19

Manufacture of coke and refined petroleum products

0.633791

B09

Mining support service activities

0.668817

B06

Extraction of crude petroleum and natural gas

0.206633

Source: Own calculations based on 2018 Amadeus data on SMEs in Bulgaria

Similar analysis of these findings to the ones produced above gives us some intuition into the overall
structure and distribution of sectors. Some of the most highly concentrated sectors include the economic
activities related to the manufacture business (basic metals; leather and related products; computer,
electronic and optical products; etc.); to film, video and television production; and to scientific research
and development. The least concentrated sectors appear to be food and beverage service activities; legal
and accounting activities; some personal service activities; and the construction of buildings, based on
the indices calculated above. These results will be further explored and supported by other parts of our
analysis.

Analysis of the Bulgarian Small and Medium-Sized Enterprises (SMEs)
For this part of the analysis, only observations in the data set which are related to the SMEs in the
Bulgarian economy have been of interest. Therefore, the original data set has been filtered to contain only
enterprises with a number of employees less than or equal to 250. This results into 332,830 observations
on the 7 variables listed in the sections above. After removing the entries for which the company revenue
or/and number of employees is/are missing, the final data frame of length 318,500 has been used to
begin the current part of the analysis. For the purpose of this analysis 318,500 observations on Bulgarian
small and medium-sized enterprises (SMEs) have been used and more specifically with focus on their
location (region), revenues, and number of employees.
Further Data Manipulations Related to the SMEs Analysis
With the help of the dplyr and tidyr packages in R, the information has been aggregated on three levels –
by region; by sector, i.e. by 2-digit NACE Rev. 2 code; and by both – and the outcomes have been stored
in three separate data frames to be later used for obtaining key results and visual representations of the
data. The additional crucial step in data manipulation here involves merging these three separate data
frames into one called ‘SME_fin’. It contains all data aggregated by both regions and sectors, and it also
includes the additional information for each observation of the respective regional and sectoral total
measures on the number of enterprises, employees, and revenue, all related to SMEs only. At this point,
there are 84 distinct sectors at the 2-digit NACE Rev. 2 level in this data set.
Following the same logic behind theGini Indices calculation described above, all data entries for sectors
related to agriculture, trade, or transport have been removed. This further narrowed the data frame to
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179,871 observations, with 73 distinct sectors at the 2-digit NACE Rev. 2 level, just as described in the
Gini Indices calculation part.
The average turnover per person employed and the average turnover per single enterprise variables
(‘TURNOVER_p_pe’ and ‘TURNOVER_p_ent’, respectively) have been added. In addition, for each
observation in the ‘SME_fin’ data frame, a calculation of the percentage fraction of the sector’s and
region’s related aggregates has been performed. For example, for each entry, the percentage of its
number of employees from the total number of employees has been derived in the sector it belongs to:
Employees
PERC_of_TOT_SEC_Empl =
⋅ 100 .
TOT_SEC_Empl

The last step allowed to create rankings by sector – i.e. finding the regions that are most-developed in
this sector; and by region – i.e. finding the biggest sectors in each region. For exploring each sector, the
focus has been on the regional distribution of the employed persons within the sector and of the total
revenue coming from the SMEs in the sector, as well as the different turnover per person employed for
different regions. As for the regional rankings of sectors are concerned, the top 10 sectors have been
selected by percentage of employed persons from the region’s employed persons in SMEs, as well as on
the top 10 sectors by percentage of revenue from the region’s revenue from SMEs.
For the sake of producing visual representations of the findings, only the sectors which fall into the top 10
rankings for at least one region have been taken into account. Otherwise, they have been deemed to be
not developed enough, at least not when compared to the remaining economic activities in the country.
This last modification resulted in 45 different sectors to analyse. For each of them, a set of three different
heat maps on the Bulgarian country regional map have been created– each of these based on one of the
above-mentioned criteria for ranking regions. Likewise, when visualizing the regional rankings, 28 flipped
bar charts containing the two Top 10 sectoral rankings have been prepared.
Figure 91 An Example Figure for SME Sectors’ Regional Rankings

Source: Own calculations based on 2018 Amadeus data on SMEs in Bulgaria

Figure 92 An Example Heat Map for Sectoral Rankings/Distribution over Regions in Bulgaria

Source: Own calculations based on 2018 Amadeus data on SMEs in Bulgaria
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Sectoral specialisation by regions

277

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

278

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

279

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

280

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

281

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

282

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

283

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

284

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

285

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

286

This project is funded by the EU via the Structural Reform Support Programme and implemented
in collaboration with PwC, and the European Commission

Regional specialisation by economic sectors
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