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In a nutshell 

Bulgarian SMEs are still suffering from the consequences of the crisis, to different degrees depending on 
their sector of activity. As of November 2012, 45 % of people who lost their job came from the private 
sector, where three quarters of job losses were concentrated in SMEs. Looking at the different sectors, 
construction and real estate have been hit hard by the burst of the speculative bubble, while there are 
worrying trends in the wholesale and retail trade sector, where the majority of Bulgarian SMEs are 
concentrated. Bulgaria made some general progress in improving the business environment in such 
areas as entrepreneurship, public procurement and skills & innovation, where some broad initiatives 
were taken, such as overhauling the procedures for the award of public contracts and addressing the 
innovation gap of the SME sector. However, the main policy challenges for the country have remained 
broadly unchanged. In spite of this progress, Bulgarian SMEs are still suffering from limited 
internationalisation and access to finance, which hamper the prospects for growth and recovery from the 
economic crisis. SMEs would benefit from improvements in tax administration, the streamlining of 
insolvency procedures and contract enforcement, and full implementation of the Point of Single Contact 
and e-government solutions. 

About the SBA Fact Sheets1 

The Small Business Act for Europe (SBA) is the EU’s flagship policy initiative to support small and medium-
sized enterprises (SMEs). It comprises a set of policy measures organised around ten principles ranging 
from ‘entrepreneurship’ and ‘responsive administration’ to ‘internationalisation’. In order to improve the 
governance of the SBA, the 2011 review of the Act called for improved monitoring. The SBA Fact Sheets 
are published annually and aim to improve understanding of recent trends and national policies affecting 
SMEs. Since 2011, each EU Member State has appointed a high-ranking government official as its national 
SME envoy. SME envoys spearhead the implementation of the SBA agenda in their countries. 
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1. SMEs in Bulgaria — basic figures 

EU27 EU27 EU27
Number Share Share Number Share Share Billion € Share Share

Micro 252,137 90.0% 92.1% 532,880 28.9% 28.7% 3 16.9% 21.1%
Small 22,871 8.2% 6.6% 447,581 24.3% 20.4% 3 20.8% 18.3%

Medium-sized 4,325 1.5% 1.1% 412,065 22.3% 17.3% 4 24.9% 18.3%
SMEs 279,332 99.8% 99.8% 1,392,527 75.5% 66.5% 10 62.6% 57.6%
Large 676 0.2% 0.2% 451,752 24.5% 33.5% 6 37.4% 42.4%
Total 280,008 100.0% 100.0% 1,844,279 100.0% 100.0% 16 100.0% 100.0%

These are estimates for 2012 produced by London Economics, based on 2008-10 figures from the Structural Business Statistics
Database (Eurostat). The data cover the 'business economy', which includes industry, construction, trade, and services (NACE Rev. 2
sections B to J, L, M and N), but not enterprises in agriculture, forestry and fisheries and the largely non-market service sectors such
as education and health. The advantage of using Eurostat data is that the statistics are harmonised and comparable across countries.
The disadvantage is that for some countries the data may be different from those published by national authorities. 

Number of enterprises Number of employees Value added
Bulgaria Bulgaria Bulgaria

The Bulgarian SME sector is more or less similar to 
the European average in terms of the breakdown 
among business size-classes. However, the 
contribution of SMEs in creating value added and 
especially in providing jobs exceeds the EU 
average. In fact, the share of SMEs, compared to 
Large Enterprises (LEs), in value added and 
employment in almost all sectors is higher than the 
EU average. But one consequence of the large 
number of individuals employed by SMEs is that 
labour productivity is below the EU average, because 
of the lower capacity to benefit from economies of 
scale, especially in low-value sectors. 

The business economy in Bulgaria suffered from a 
decline in value added and employment between 
2008 and 2012. Both SMEs and LEs were affected. 
But the decline of added value in SMEs was more 
severe, at about 4 % p.a., without a corresponding 
fall in employment, contributing to a downward trend 
in labour productivity since 2008. SMEs are much 
more reluctant than LEs to fire their workforce, as they 
have difficulties in attracting skilled employees once 
they re-hire. This development needs to be monitored, 
as declining productivity can cause competitive 
problems in the long run for Bulgarian SMEs. 

Another specificity of the Bulgarian SME sector is its 
concentration in the wholesale and retail trade 
sector, where almost 50 % of all SMEs in Bulgaria are 
active, generating about 30 % of value added by the 
SME sector and accounting for about 30 % of all SME 
employment. This corresponds to a sectoral share of 

value added (85 %) and employment (90 %) about a 
third higher than the EU average. This trend is 
reflected in the smaller proportion of Bulgarian high-
technology and knowledge-intensive services SMEs 
than in the EU as a whole, and consequently of their 
aggregated added value, and the low innovation 
activities of Bulgarian SMEs, which tend to specialise 
in bringing to market less expensive and better quality 
products from abroad. 

Foreign direct investment is concentrated in the 
construction and real estate sectors, but it has 
declined almost ten-fold since 2008. This is the result 
of high speculative investment movements before the 
crisis, which significantly exceeded stable growth 
levels and did not correspond to actual market 
demand. As a consequence of the recent adjustment 
in the construction sector, the number of SME 
employees in 2012 is about a quarter below the 2008 
level, and value added about a third lower. Despite 
this negative development, SMEs still did better than 
LEs in adjusting to the new conditions. 

When considering business demographics, the latest 
data available (2011) show a highly dynamic 
turnover rate. In that year, about 37 000 SMEs 
closed down and more than 36 000 were created 
(corresponding to 10 % of all SMEs). There are many 
reasons for this high turnover, including the financial 
shortcomings of the Bulgarian SME sector: companies 
face a lack of access to finance while at the same 
time there is a high level of inter-company 
indebtedness and late payments for work that has 
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been delivered. Bulgarian SMEs do not generally tend 
to internationalise and Bulgarian LEs that do are more 
likely to target non-EU neighbouring countries such as 
the western Balkans and Turkey rather than the EU. 
This is because Bulgarian companies have a better 
knowledge of these markets and face less competition 
there from multinationals. In general, however, 
Bulgarian SMEs, especially start-ups, mainly rely on 
the dynamics of their domestic market. Because of 
this dependency, Bulgarian SMEs receive no 
additional opportunities from either European or 
foreign demand, due to the currently unsatisfactory 
economic climate. 

Overall, up to 2010, Bulgaria exported twice as 
much to the EU as it did to non-EU countries, 
while imports decreased slightly within the single 
market. This was driven by a drop in imports from EU 
countries of about 15 %, while imports from non-EU 
countries increased by 10 %. In contrast, Bulgarian 
exports showed a more stable pattern from 2008 to 
2010. Between 2008 and 2010, exports to the EU 

increased by just 10 %, while exports to non-EU 
countries increased by 45 %. However, about two 
thirds of the export volume to countries outside the EU 
is accounted for by LEs. On the other hand, the export 
volume of SMEs to EU countries grew by 20 % 
between 2008 and 2010. In the current context, 
growing exports and stable imports are welcome as 
they help to reach a more sustainable trade balance. 
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SME trends in Bulgaria2 

 

 

http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/index_en.htm
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/index_en.htm
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2. Bulgaria’s SBA profile 

 

Bulgaria’s SBA profile is uneven, with some areas 
underperforming when compared to the EU average, 
such as ‘skills & innovation’, ‘environment’ and 
‘internationalisation’, and others slightly above the EU 
average, such as ‘state aid & public procurement’ or 
‘entrepreneurship’. Sufficient data are not available to 
draw conclusions for ‘think small first’, but it appears 
that there are structured mechanisms of consultation 
in place between the SME envoy and national SME 
stakeholders. 

Progress in SBA implementation is also patchy, with 
strong advances in some areas (‘state aid & public 
procurement’, ‘skills & innovation’ and ‘access to 
finance’) coupled with persistent stagnation in others 

(‘environment’, ‘second chance’ and 
‘internationalisation’). In spite of a significant number 
of policy measures distributed across almost all of the 
SBA policy areas (nine out of ten), especially 
concentrated in ‘access to finance’, ‘skills & 
innovation’ and ‘state aid & public procurement’, the 
initiatives taken are not clearly linked to or based on 
SBA principles as they are part of other government 
reform programmes or part of measures financed by 
the European Funds for Competitiveness within the 
Ministry of Economy, Energy and Tourism.3 

Furthermore, Bulgaria is preparing a national strategy 
for the promotion of SMEs, fully adapted to the SBA 
for the period 2014-2020, which should put in place a 
system to monitor SBA implementation. However, the 
remit of the Agency for SME Promotion was recently 
revised by Decree of the Council of Ministers 80/2012, 
limiting its role in the delivery of the Operational 
Programme for Competitiveness within the Structural 
Funds. According to stakeholders consulted in this 
exercise, the role of the Business Environment and 
SME Policy Department should also be strengthened 
in the context of SBA implementation. 
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Bulgaria’s SBA performance: Status quo and development over 2008-20134 
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I. Entrepreneurship 

 
Bulgaria’s performance in this area is above the EU 
average, with a few exceptions. On the one hand, the 
self-employment rate trails behind the EU average 
(11 %, EU: 15 %), pointing to untapped potential as 
Bulgaria shows a higher-than-EU-average 
entrepreneurship rate (i.e. the share of adults that 
have taken steps to start their own business is 36 %; 
EU: 23 %). Furthermore, improving on the previous 
year (21 %), 36 % of would-be Bulgarian 
entrepreneurs think that it is possible for them to 
become self-employed. On the other hand, the below-
average proportion of entrepreneurs who started their 
own business to exploit an opportunity (42 %, EU: 

49 %), coupled with the preference for self-
employment among adults (49 %, EU: 37 %), suggests 
that the majority of Bulgarian entrepreneurs go into 
business for lack of alternatives, even if school 
education is identified as a major driver of 
entrepreneurial attitude by 61 % of adults.  

On the policy front, the Ministry of Economy, Energy 
and Tourism, together with the Centre for Training 
Firms, continued the ‘BRANDIKO’ contest in 2013. 
The aim of the initiative is to promote a culture of 
entrepreneurship, aesthetics and respect for 
intellectual property among young people. 

II. Second chance 

Overall, Bulgaria’s performance in this policy area is 
below the EU average, mainly because of the time 
needed to close a business, which is more than a year 
longer than the EU average. The remaining indicators 

do not vary significantly from the EU average. No 
significant policy measures were announced or 
implemented in this area in 2012 or the first quarter of 
2013. 
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III. Think small first 

Bulgaria’s performance in this area is monitored by 
only one indicator out of a possible three (no score for 
communication and simplification of rules and 
procedures or for licence and permit systems). On this 
basis, government regulations are consistently 
perceived as slightly more burdensome than the EU 

average, but the limited data do not allow any general 
conclusion. On the policy front, the concept for 
implementing the SME test is under preparation in the 
Business Environment and SME Policy Directorate 
and announced for 2013. 

IV. Responsive administration 

 
Bulgaria’s performance in this policy area scores 
below the EU average, but with divergent indicators. 
The major drag for the Bulgarian SME sector remains 
the time required to comply with major tax obligations, 
which is more than twice the EU average, in spite of a 
lower number of tax payments per year. The tax rate 
is already very low in Bulgaria, but the tax system 
remains plagued by significant tax evasion and low 

administrative efficiency. Administrative costs for tax 
collection are high, as are the costs to businesses 
associated with paying taxes. The use of e-
government services by SMEs is significantly below 
the EU average, contributing to the poor performance 
in this policy area. In addition, the licensing complexity 
index, measuring the economic impact of legal and 
administrative procedures for post-registration 
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licensing, is 25 % higher in Bulgaria than elsewhere in 
the EU. This index takes into account all direct and 
indirect costs, the internal company effort and the out-
of-market time required for a new company to obtain 
the necessary licences to start operating. On the other 
hand, Bulgaria performs better than the EU average 
on the cost and time involved in transferring property, 
contributing to favourable framework conditions, as 
there is no minimum capital required. Also, it is 
significantly easier to start a business in Bulgaria than 
last year, in terms both of time and costs. 

On the policy front, the latest development is that 
Bulgaria has implemented the recommendation set 

out in the SBA Action Plan to reduce the start-up time 
for new enterprises to three working days and the cost 
to € 100. Amendments to the Corporate Income Tax 
Law and to the Personal Income Tax Law, effective as 
of 2013, will ease the procedure for declaring and 
paying taxes. The Action Plan to reduce the 
administrative burden (2012-14) was adopted in June 
2012. The scope of e-services delivered by the 
National Revenue Agency has been broadened and 
the use of online forms has increased. The cost-based 
methodology for determining fees for administrative 
services was adopted in January 2012. 

 

 

V. State aid & public procurement 

Overall, Bulgaria’s performance is above the EU 
average in this policy area, but with contrasting 
indicators. The main positive driving factor is SMEs’ 
share of the total value of public contracts awarded, 
which is twice the EU average. On the one hand, the 
state aid earmarked in 2011 for SMEs (0 %) and the 
use of e-procurement services by SMEs (8 %) are 
below the EU average (6 % and 12 %), and 
significantly so. On the other hand, the time taken to 
receive payments from public authorities is in line with 
the EU average. 

On the policy front, the Bulgarian government adopted 

several amendments and supplements to the Public 
Procurement Act in 2012, with the aim of facilitating 
the participation of SMEs in public procurement 
procedures. In December 2012, the Ministry of 
Economy, Energy and Tourism introduced a grant for 
the construction of the Bulgaria–Serbia gas 
interconnection. The main activities include the 
acquisition of land and other immovable property 
rights, installations, telecommunication networks, 
construction and copyright supervision. This project is 
likely to benefit Bulgarian SMEs in gaining access to 
environmentally friendly systems and serve as a 
catalyst for stabilising gas supplies. 
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VI. Access to finance 

Overall, Bulgaria’s performance in this policy area is in 
line with the EU average, albeit with diverging 
indicators. On the positive side, the formal channels of 
access to finance appear to work reasonably well, 
above or in line with the EU average. In addition, the 
strength of legal rights is above the EU average. 
However, the weak spot in access to finance seems to 
be the share of lost payments as a percentage of total 
turnover for Bulgarian SMEs, which is twice the EU 
average, highlighting serious shortcomings in financial 
relations between Bulgarian companies. Access to 
finance for start-ups and SMEs is severely limited in 
view of weak credit growth due to the need for 
balance sheet adjustments and the ongoing upward 
trend in non-performing loans. On the policy front, 
some timely policy initiatives co-financed by the 

Structural Funds were launched to tackle some of the 
weaknesses highlighted. A new funding scheme was 
adopted in 2012, called the ‘Acceleration & Seed 
Fund’, to support SMEs in their seed and start-up 
phases. Secondly, Bulgaria has signed a new 
agreement with the EIF under the JEREMIE initiative. 
Under this agreement, financial intermediaries will 
offer financing at preferential conditions to SMEs 
across Bulgaria looking to start up or expand their 
business. Thirdly, the ‘Supporting SMEs in Rural 
Areas’ initiative was announced for 2013 to help 
restructuring the Bulgarian SME sector towards 
technology and capital-intensive industries. Also, in 
2012 Bulgaria amended its Commercial Law to 
transpose the requirements of Directive 2011/7/EU on 
combating late payment in commercial transactions. 
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VII. Single market 

Overall, Bulgaria’s performance in this policy area is 
slightly below the EU average. However, groups of 
indicators point in different directions. On the one 
hand, Bulgarian SMEs seem to be reluctant to exploit 
the potential of the single market, either via imports 
(almost half the EU average) or exports (half the EU 
average). On the other hand, Bulgaria performs well in 
terms of transposition of single market directives, with 
no directive overdue for more than two years, even if 
the average period by which transposition is overdue 

is slightly longer than the previous year. 

On the policy front, during the first half of 2013, 
Bulgarian legislation was amended to bring it into line 
with the Services Directive. Still in 2013, the Bulgarian 
Institute for Standardisation announced that it would 
develop a certification system that would help 
Bulgarian SMEs to ensure and prove that they comply 
with the requirements of standards, in order to 
improve their competitiveness within the single 
market. 
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VIII. Skills and innovation 

Bulgaria is consistently and significantly below the EU 
average for both sub-groups of this policy area. For all 
forms of innovation, including in-house or in 
cooperation with others, Bulgarian SMEs are 
significantly behind their EU peers. For instance, 
according to 2010 data from the Community 
Innovation Survey, only 13 % of Bulgarian SMEs are 
innovating in-house, down from 17 % in 2008. On only 
one indicator, namely sales of new-to-market and 
new-to-firm innovations, are Bulgarian SMEs in line 
with the EU average, but again most recent data 
indicate a deterioration of this situation, with only 7 % 
of Bulgarian SMEs making such sales in 2010. 
Otherwise, hardly any Bulgarian SMEs apply for 
patents, as this is generally a direct consequence of 
the low rate of introduction of new products, 
processes, marketing or organisational innovations, 
which is confirmed by most recent data in 2010. 

Concerning training of the workforce, a single-digit 
minority of SMEs and micro-enterprises are active in 

this area. In addition, Bulgarian SMEs make very little 
use of IT infrastructure either to sell or to purchase 
online. 

Policy-wise, the Bulgarian SME Promotion Agency 
has adopted the National Innovation Fund initiative, 
with a view to promoting industrial research projects to 
raise the technological potential of enterprises and 
projects to assess the technical and economic 
feasibility of significantly improved products, 
processes or services. In addition, the Ministry of 
Economy, Energy and Tourism is preparing the set up 
of a pilot science and technology park in Sofia, co-
financed by the Structural Funds, to boost the 
country’s attractiveness for researchers and 
innovative companies and serve as a model for similar 
structures throughout the country. 
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IX. Environment 

Bulgaria is clearly behind the EU average in terms of 
its environmental performance. Only a quarter of 
Bulgarian SMEs introduced environmentally friendly 
innovations or received public support for their 
resource efficiency measures. In spite of the low level 
of support, however, 85 % of Bulgarian SMEs took 
resource efficiency measures. There is still room for 
improvement, in respect of the EU average, in terms 

of the proportion of Bulgarian SMEs that offer green 
products and services or generate more than 50 % of 
their turnover from these services and products. 

On the policy front, the Energy Efficiency and Green 
Economy grant scheme was implemented in June 
2012 with a view to improving the efficiency and 
productivity of environmentally friendly technologies in 
the SME sector. 

X. Internationalisation 

 
Overall, Bulgaria’s performance is consistently and 
significantly below the EU average in this policy area. 
The more negative indicators concern the time and 
costs involved in exporting to and importing from 

outside the EU, in spite of the limited number of 
documents required. Against this background, the 
percentage of Bulgarian SMEs importing from (5 %) or 
exporting to (2 %) outside the EU is not so significantly 
below the EU average, but there is clearly room for 
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improvement here as there is within the single market. 

On the policy front, additional efforts should be made 
to further reduce the time and costs involved in 

exporting and importing. 
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3. Good practice 

Below is an example of good practice from Bulgaria to show what governments can do to support SMEs: 

The New Public Procurement Act (PPA) repeals the Ordinance for the Award of Small Public Procurement 
(OASPP) and the procedure established therein. The PPA covers all the procedures for the award of public 
contracts in Bulgaria. It should simplify and reduce the number of procedures, procurement regimes, legal 
acts required for the award of a public contract, and standard forms used by contracting authorities. It also 
introduces a new procedure for the procurement of low-value contracts and simplifies the rules for 
candidates and tenders for the award of public works contracts. The obligation to present documentary 
evidence of certain circumstances, which are already otherwise proven as a condition for entry into the 
central Professional Register of Builders, is scrapped. In such cases, it is sufficient to provide the relevant 
certificate. In order to simplify procedures and reduce the administrative burden, the contracting authority 
may not require a participation or performance guarantee for low-value contracts. 

The possibility of partial payback of guarantees for contracts executed in stages is introduced. This gives 
additional flexibility in the process of contract execution and makes it possible to gradually return funds which 
contractors, suppliers and service providers need to carry on their business. 

Source: Public Procurement Agency, www.aop.bg 

 

Important remarks 

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

For more information 

SME Performance Review: 

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

Small Business Act: 

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

The European Small Business Portal: 

http://ec.europa.eu/small-business/index_en.htm 

Entr-SPR@ec.europa.eu

 

http://www.aop.bg/
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/index_en.htm
http://ec.europa.eu/enterprise/policies/sme/small-business-act/index_en.htm
http://ec.europa.eu/small-business/index_en.htm
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