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ABSTRACT

The present paper makes an assessment of Bulgaria's stance in terms of
national competitiveness and business environment. The analysis is based on the
datasets of two influential publications: Doing Business (World Bank) and the Global
Competitiveness Report (World Economic Forum). The aim is to provide a coherent
representation of key elements of national economy, while also discussing the issues
that need improvement. The research has shown that Bulgaria as a new EU member
can be seen as one of the catching-up countries with a competitive performance
below the EU average. According to the results in the global ranking, Bulgaria still
scores low in many important indicators of competitiveness while with respect to
the Balkans it has better yields. However, the indicators regarding business
environment show a mixed picture of Bulgaria. On the one hand it scores above
EU27 average regarding starting a business and getting credit while on the other
hand Bulgaria scores below average in the rest of the pillars. The same situation is
also valid for the Balkans region where nevertheless the results indicate a better
performance of the country in the majority of the sectors. Thus, taking into
consideration the results, this paper also addresses policy insights for promoting

entrepreneurship and enhancing Bulgaria's competitiveness.

Key words: Bulgaria, Competitiveness, Business Environment, GCI, EDB.



CHAPTER [- INTRODUCTION

Studying the business environment of a country is the key factor in
estimating national competitiveness in the global arena. Recently, Central and
Eastern Europe has been the most active region in improving business regulation for
domestic firms. There is a great diversity among economies but all of them have
undertaken significant regulatory reforms to build stronger market institutions, to
improve government services and make it easier to do business in the region. A great
interest in the Balkan region shows Bulgaria as during the last decade, from the
Eastern Europe’s poorest and most underdeveloped country, was recognized as one
of the most attractive investments spots. The country is the world's 56th most
productive country, according to World Bank data of 2010 (GDP per capita).
Bulgaria, a former Communist country that joined NATO in 2004 and the EU on 1
January 2007, averaged more than 6% annual growth from 2004 to 2008, driven by
significant amounts of foreign direct investment and consumption (Central
Intelligence Agency, 2010). By participating actively in the European economy
Bulgaria has benefit from trade capital flows and transfers of knowledge to promote
its competitiveness, support employment and raise incomes. A national political
effort to reform ensures that domestic policies are relatively business friendly
making Bulgaria a relatively attractive location for doing business.

In this paper we analyze Bulgaria's international competitiveness and its
economic growth. In order to evaluate the economic environment and the reforms
that took place in the country we use two global comparative studies; the Global
Competitiveness Index of the World Economic Forum and the World Bank's Ease of
Doing Business Index. These two indices help the benchmarking competitive
performance and provide guidelines for national strategies and economic policy
making. The study aims at revealing the factors behind Bulgaria's discrepancies
compared to other countries, both globally and especially in the regional level, in
promoting national competitiveness. The concept of national competitiveness and
favorable business environment is significant as it is broadly associated with
economic development. Being competitive is particularly vital for small open
economies like Bulgaria since they are relatively more dependent on international
trade and foreign direct investment on their road to increasing living standards.

The essay is structured as follows. Section 1 describes the Global
Competitiveness Index, its pillars and the Bulgaria's performance according to the
annual reports from 2004 until now. Section 2 focuses on the ten business
environment indicators reported in the editions of Ease of Doing Business series,
provides a brief description of the index's compositors and of the country's position
in the ranking during the same period. Both sections also offer a comparative



assessment of competitive drivers in Bulgaria vis a vis EU27 countries and the
Balkans. Moreover, the analysis looks at the realization of specific reforms at
national level and their impact on the overall ranking. Thus, after presenting and
estimating Bulgaria's competitiveness evaluation results we proceed to highlight the
economy's strengths and weaknesses. The approach here is useful in the sense of
identifying and prioritizing policy recommendations to improve the business
environment and to gain ground in the cross-country comparisons.

Another important part researched in this paper refers to an overview of the
major investments that took place in Bulgaria so as to inform future investors about
the potential for highly profitable foreign investment. In order to draw conclusions
about the top sectors for trade and investment, this paper is based on a
comprehensive analysis of the FDI inflows in Bulgaria during the last decade. Using
the research data from surveys about the countries and companies that invested in
the country during that period as well as in which sectors, we evaluate the overall
business climate and advise foreign investors who are planning to establish or
expand business operations in Bulgaria.

The last section deals with a business proposal. It gives the main directions
and assignments for an investment advice. Its principle purpose is identifying and
exploiting the resources of the growth potential of tourist market. While the study
focuses on all market segments, specific emphasis is placed on necessary support
activities and actions in relation to the alternative tourism to develop economic
growth and national competitiveness. And lastly, some concluding remarks are
offered in the final section; whether to invest in the country or not.



CHAPTER II- GLOBAL COMPETITIVENESS INDEX

The World Economic Forum (WEF) defines competitiveness as the collection
of factors, national policies and institutions that make up the productivity of a
country and influence the level of prosperity that can be earned by an economy. In
order to measure the competitiveness and determine the economic growth rate of a
country, the WEF set an annual ranking: the Global Competitiveness Index. The GClI
was first published in 1979 and developed by the professor Xavier Sala-i-Martin of
Columbian University (Porter et al, 2007). Examining the country's ranking helps to
explain the evolution of the Bulgarian economy and its deviation from other
European countries over the medium and long term taking into account both
microeconomic and macroeconomic foundations of competitiveness. Thus, the
Global Competitiveness Index is organized in such way that helps the reader to
identify the weaknesses and strengths of one economy. It is based on three
components indexes: a) the integrity of public institutions, b) macroeconomic
environment and c) technology innovation and adoption which in turn are divided
into 12 pillars. Different pillars affect countries in a different way and are key factors
to corresponding stages of development. There are 3 stages: 1) Factor-driven
economies that are characterized by their factor endowments, primarily unskilled
labor and natural resources, 2) Efficiency-driven stage with efficient production
processes and increased product quality and finally, 3) Innovation-driven stage,
where competition is supported with new and unique products to sustain higher
wages and the associated standard of living (Porter & Schwab, 2008). The first 4
pillars determine the basic requirements sub-index group and are critical for
countries in the factor-driven stage. The next 6 pillars define the efficiency
enhancers and define countries in the efficiency-driven stage while the innovation
and sophistication factors sub-index includes the pillars critical to countries in the
innovation-driven stage. Bulgaria is considered to be an efficiency driven economy.
The Global Competitiveness Report 2011-2012 places Bulgaria at the 74t place
among 142 economies, down 3 ranks from September 2010 when it was the 71* out
of 139 countries. Despite the rank, the results are also shown on a scale ranging from
1 to 7 (the higher the score the better the performance). Therefore, Bulgaria's total
index score for 2012 is 4.16. But before analyzing the classification of the country’s
competitiveness in the global economy firstly there has to be a brief reference to the
pillars on which the Report is based. This will help in better understanding of what
they measure, how they are calculated and how they determine the level of national
competitiveness.



2.1 Pillars of Global Competitiveness Index

1% pillar: Institutions

The quality of not only the public but also of the private institutions
constitutes a determinant factor of economic development. The basic role for the
institutional environment has the legal and administrative framework within which
individuals, firms and governments interact to generate income and wealth in the
economy (Schwab et al, 2009). The institutional structure influences the investment
decisions and business entrepreneurship. Bureaucracy, lack of transparency,
corruption, overregulation and judicial dependency cause a significant cost to the
economic development. All the above factors affect the entrepreneurial activity and
furthermore as Mauro (1995) noted that institutional inefficiency causes low
investment. Even more, this pillar also refers to property rights and the way in which
the wealth and freedom is distributed in the market.

2nd pillar: Infrastructure

This pillar is referred to the basic physical systems and facilities serving a
country. The construction and operation of infrastructure systems represents one of
the most important factors in developing international relations and trade. Safe and
efficient infrastructure can improve the productivity of economic activity. Airports,
railways, ports and other infrastructure networks such as electricity,
telecommunications and waterworks enable the transportation of the means of
production as well as the exchange of information, simplifying the commercial
relations. Thus, well-developed and coordinated infrastructure reduces distance and
mobility problems, facilitates economic cooperation among countries and regions
giving thereby all countries equal opportunities to prosper in the global economy.

3rd pillar: Macroeconomic environment

This category evaluates the macroeconomic indicators of an economy. The
stability of the macroeconomic environment is crucial for sustainable growth. The
existing macroeconomic disarray of one country is the basic element to be examined
when someone starts a business. Firms cannot operate efficiently when inflation
rates, government debt and increased unemployment dominate the market. The
government debt/GDP ratio is a significant indicator for the macroeconomic stability
as well as the government spending. It is commonly known that higher levels of
government spending lead to lower levels of economic growth. In addition, the
expectations of recession inhibit entrepreneurial activity and competitiveness of the
economy.



4th pillar: Health and primary education

This pillar is related to the healthy and educational level of a country. A
healthy and educated workforce is definitely a competitive advantage for one
country. The absence of health and education leads to significant costs to the
enterprises and the productivity overall. Many jobs include advanced production
processes to which unqualified personnel is not capable of carrying them out.
Consequently, lack of basic education can be a constraint for firms as they cannot
benefit and use capital intensive projects.

5th pillar: Higher education and training

The 5™ pillar takes into account higher levels of education and qualification of
the labor force. Highly educated and specialized workforce is a plus for the economic
development of an enterprise. In today’s globalized market where the technology
continuously evolves, well educated workers that are able to adapt, on their own or
after training, to the changing environment are necessary making a country
attractive for investments.

6th pillar: Goods market efficiency

Countries with a good performing market are more competitive compared to
others. Healthy market competition is important for efficient business productivity.
Market efficiency depends on demand conditions including the right government
intervention to correct the market distortions. For cultural and historical reasons,
customers may be more demanding in some countries than in others (Schwab et al,
2009). Thus, these markets tend to be more innovative and customer oriented. The
strong domestic market base and the FDI policy structure are essential for the
economic growth. In measuring market efficiency is taken also into account the
market concentration. Oligopolies and monopolies lead to inefficiencies and hinder
competitiveness.

7th Pillar: Labor market efficiency

The labor market efficiency is positively related to national competitiveness
and international business. The labor market flexibility and labor market reforms
ensure international competitiveness. The legislative and institutional rules that
control the labor market influence the private sector profitability and hence can lead
to job creation. Efficient labor market also includes equal opportunities to men and
women (Schwab et al, 2009). The right allocation of the workforce with the
appropriate incentives and wage fluctuations can make a country an attractive
destination for economic activity.



8th Pillar: Financial market sophistication

The role of finance is of immense importance for the economy, so that is the
reason why is classified in the 8" Pillar of the Global Competitiveness. A sound and
well-functioning financial sector fosters the efficiency and competitiveness of
financial systems. Financial sophistication through allocating the resources to the
more productive uses with good growth prospects increases the supply of funds for
new investment opportunities. A trustworthy and accessible banking sector
improves the possibilities for diversification and risk-sharing. Moreover, capital
reallocation fostered by financial development helps to exploit technological
innovations and foster competition (Tumpel-Gugerell, 2007).

9th Pillar: Technological Readiness

The capacity of economy to adapt to new technologies can be used as a
resource for attaining a competitive advantage. The adoption of technological
systems gives a market greater capacity for innovation and the ability to meet the
needs of international trade conditions. Technology is a key element for cost-
effectiveness and for the creation of new occupations. Moreover technological
advancement and scientific development increases the productivity of firms which
ultimately leads to more profits. This pillar also includes information technology
which in turn brings down barriers of linguistic and geographic boundaries and
facilitates economic cooperation among countries.

10th Pillar: Market Size

Market concentration and market size are associated with productivity. An
increase in market size leads to division of labor and allow firms to exploit
economies of scale and benefit (Schwab et al, 2009). As a result the level of
productivity increases making the firms more profitable and more competitive. In a
nutshell, in this pillar we focus on the size of and the openness of a market which
allows a new investor to make estimations about the economic development and
the potential of a new firm. It is commonly known that trade, meaning economic
bargaining with other economies, has a positive effect on growth of one country
especially for countries with small domestic markets (Schwab et al, 2009).

11th Pillar: Business Sophistication

Sophisticated business culture meaning “the quality of a country's overall
business networks and of individual firms' operations and strategies is conducive to
higher efficiency in the production of goods and services” (Schwab et al, 2009).
Continuous improvements in company sophistication enhance the country's
productivity and competitiveness. A high level of competitiveness demands
appropriate business models and strategies. According to the Global
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Competitiveness Report of 2009-2010 the criteria used by the WEF to evaluate
business sophistication include local supplier quantity and quality, state of cluster
development, value chain breadth and the production of unique and sophisticated
products. Others are control of international distribution, extent of marketing and
willingness to delegate authority.

12th Pillar: Innovation

The new firms in order to survive and prosper they have to engage new
technologies and the latest know-how. Business competitiveness is determined by
the level of innovation especially as far as the more advanced economies are
concerned. Innovation is a must in the frontiers of knowledge, and in design and
development of cutting-edge products and processes to sustain a competitive
advantage (Denisi, Hitt, & Jackson, 2003). For a country to be competitive great
access to finance technical upgrades, marketing and funds for research and
development are required. Developing new ideas about innovative products and
processes or services are necessary for an economy in order to keep up with the
global competition.

11



2.2 GCI- Ranking of Bulgaria

So far it has been analyzed the term of competitiveness and the criteria
according to which the twelve pillars are classified. As it is understandable of the
above, national competitiveness is based on numerous and diverse factors. The
following section discusses the key factors behind Bulgaria’s position in the global
competitiveness index based on a detailed breakdown of its ranking into basic
requirements, efficiency enhancers and innovation and sophistication factors.

Global Competitiveness Index 2011 2010 2011 2010
Bulgaria Rank Rank Score (1-7) Score (1-7)

Basic Requirements 74 72 4.5 4.4
1st Pillar: Institutions 110 114 3.3 3.3
2nd Pillar: Infrastructure 87 80 3.6 3.6
3rd Pillar: Macroeconomic environment 46 42 5.1 5.0
4th Pillar: Health and primary education 57 58 5.8 5.8
Efficiency Enhancers 59 65 4.1 4.1
5th pillar: Higher education and training 70 67 4.2 4.1
6th pillar: Goods market efficiency 86 82 4.1 4.0
7th pillar: Labor market efficiency 56 58 4.5 4.5
8th pillar: Financial market development 75 91 4.0 4.0
9th pillar: Technological readiness 50 48 4.1 4.0
10th pillar: Market size 64 63 3.8 3.8
Innovation and Sophistication factors 96 95 3.2 3.2
11th pillar: Business sophistication 96 95 3.6 3.5
12th pillar: Innovation 93 92 2.9 2.9

Source: Global Competitiveness Reports, 2010/11-2011/12

2.2.1 Basic Requirements

According to the Global Competitiveness Report of 2011/2012, Bulgaria lags
behind the European countries in many sectors, similarly to the other countries of
the Balkans. There are mainly institutional weaknesses as well as infrastructure
inadequacies. Concerning the Basic Requirements, Bulgaria is below average both
regionally and in the European context. It is 7t country in the ranking of the Balkans
(after Albania and before Greece) and 25" in the European ranking (before Greece
and Romania and after Slovak Republic and Hungary). Bulgaria’s rank is improving
year on year but it is still relatively poor despite the reforms that have been enacted
in the country. Nevertheless, it is significant to add that the country has fallen by two
places compared to last year, from 72" to 74" as far as the basic requirements are
concerned.

More specifically, regarding the infrastructure pillar, the country went down
7 positions in the ranking from 80" in 2010 to 87" in 2011 being outpaced by
countries of the Balkan region such as Montenegro and Croatia. Existing road
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infrastructure is insufficiently developed in order to meet the increased traffic on
borders and there is a lack of cadastral plans of high mountain villages with potential
of development of rural tourism (Smallbone et all, 2007). The quality of electric
supply is also low while the telecommunication system is satisfactory. In 2011,
besides Bulgaria the worst performance among comparable European countries in
the infrastructure area was recorded by Romania. Nevertheless, since 2006 there
was an effort by the Ministry of Transport who has adopted a Strategy for the
Development of the Transport Infrastructure of Bulgaria by 2015 aiming at
investments in the railway infrastructure, the road network the ports and airports'.

Accordingly, the low quality of infrastructure in conjunction with that of
institutions has influenced negatively the competitiveness and growth of Bulgaria.
Corruption, organized crime and bureaucracy insist on hampering the country’s
development and economic and political stability. The most affected areas are the
customs administration, public procurement, political party finance and judiciary.
Moreover the performance of the country as far as the protection of property rights
is concerned is rather poor being 119" in the list. Additionally, the government
policy making is considered to be among the least transparent in the world. Despite
the above drawbacks, according to the Global Competitiveness Report of 2011/12
Bulgaria has a competitive advantage as far as the strength of investor protection is
concerned. Even so, the country is again below the European and the Balkan
average.

However, regarding the institutions the country showed some improvement,
moving up 4 places in the ranking in 2011 (but consistently being the last country
among the EU-27). This is partly due to the amendments adopted concerning the
Law on Administration and the Law on Civil Servants in relation to administrative
reforms (Shivergueva, 2009). Furthermore, the GERB's (Citizens for European
Development of Bulgaria party) government attempts that took place pursued a
more transparent policy and better partnership with NGOs and business sector?.
Moreover, previously, in 2006 an e-service project was launched regarding the
exchange of documents between the administration and the institutions aiming at
the reduction of time, the cutting of expenses for postal taxes and the decrease in
the number of contracts between the citizens and the authorities; namely aiming at
the decrease in the possibilities of corruption acts (Matei & Radulescu, July 15-16
2011).

The results though for the macroeconomic environment are not
disappointing. Bulgaria has drawn closer to some of the members states of the
European Union being above the average. The country ranks 3" in the Balkans after

! http://www.investbulgaria.eu/a/about-bulgaria/economy/infrastructure.html
? http://www.klassa.bg/news/Read/article/180095_Bulgaria+down+3+places+on+competitiveness
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Slovenia and FYROM and 11" among the EU-27. With this result Bulgaria is now very
close to the advanced economies; before Malta, Belgium, United Kingdom, France
and other countries. But it has to be noted that still the financial system fails to
direct savings toward investment; the stock market and banking sector are not
performing as they should taking into consideration their role as intermediaries>.

In relation to the health and primary education Bulgaria's rank is below EU27
average (29,56) placing the country in the bottom half of the Index on this variable
while these outcomes are broadly in line with the Balkan average which is 59. More
precisely, the quality of primary education and the enrolment rate in schools are
relatively good. At the primary level, about 96% of the primary school age children
were enrolled in 2008, and gross secondary school enrolment was at 88% of the
secondary school-aged children (Legatum Institute, 2011). Generally, Bulgaria made
significant progress in increasing life expectancy (to 73 years) and decreasing infant
mortality rates, being above the international mean.

2.2.2 Efficiency enhancers

Concerning the efficiency enhancers Bulgaria has made a significant jump in
comparison to last year, moving from 65th place to 59th place. This represents a gain
of 6 positions. The country is among the 3rd most competitive ones in the Balkans
after Slovenia and Turkey. Compared to countries of the European Union, Bulgaria is
better positioned this year than Romania and Greece but it is below the EU27
average level. Most European countries range around 32 in the ranking.

Regarding the higher education and training, Bulgaria for the third year in a
row is the country with the worst performance in the European Union, 70" out of
142 countries. In Bulgaria there is inadequately educated workforce. It is a problem
that “management education does not meet the needs of the business community
and university education does not meet the needs of the competitive economy”’
(Pocsarovszky, 2011). The reason why the extent of staff training is low is the low
investments in training because of the employees’ willingness to minimize
production cost. According to the World Bank survey in 2007 only 37% of
manufacturing firms in Bulgaria reported that they had a formal training program for
their workers; a percentage lower than firms in other EU new entrants. As reported
also by UNICEF the level of access to education by the Bulgarian minorities is low.
But in general the country has an average educational system which offers a large,
cheap and skilled workforce while also has a greater population of computer
literates. The country is competent in mathematics and sciences too. However there

® http://www.novinite.com/view_news.php?id=2778
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is still the problem of emigration of high skilled professionals from the country
especially after the accession to EU. Access to tertiary education is among the
highest rates in the region®. Low redundancy costs and rigidity of employment create
an attractive labour market. It is also considerable the high participation of women
in the labour force. Bulgaria’s rank in the labour market efficiency (56™ among 142
countries) is at approximately the same levels with France and Germany and the
general European level. In the Balkans region it is the 3" best country in the ranking
after Slovenia and Montenegro.

In relation to the goods market efficiency the country lags behind EU-27
average concerning agricultural costs and the business impact of rules on FDI.
Bulgaria received a low grade on the burdensome customs procedures and the low
demand of local customers. The country remains one of the EU's poorest countries
with limited consumer disposable income. It also has ineffective anti-monopoly
policy. Nevertheless Bulgaria’s ranking has improved related to the direct investment
stocks abroad and inward since 2008. In addition as it is also stated in the Doing
Business Reports the taxation system and the few procedures required to start a
business comprise two significant competitive advantages. By far the greatest
strength of Bulgaria is trade tariffs (4™ place out of 142 countries).

Concerning the development of financial market Bulgaria registered great
improvement, rising from 91° to the 75" position. It is the 3" country in the Balkans
after Montenegro and Turkey but compared to the European countries its financial
market is underdeveloped and the banks focus on large enterprises (Porter & Ketels,
Bulgaria's apparel cluster. Microeconomics of competitiveness. Final Paper, 2007).
Most Bulgarian SMEs need additional development capital as the access to loans is
not so easy. High interest rates and collateral requirements as well as short
repayment periods and restrictions in capital flows limit the access to finance
(Ministry of Economy and Energy, 2007). The government has taken initiatives to
address this issue such as the adoption of National Strategy for encouragement of
the SMEs development 2002-2006 and managed to improve Bulgaria’s rank. It
advanced in terms of legal rights and access to credits. But at the same time
regulations of securities exchanges remain problematic and it is still an obstacle for
additional entrepreneurial activity.

In 2011 the condition of private sector companies has deteriorated in terms
of technological readiness compared to the previous year. This is attributed to the
lack of active policy on the purchase of advanced technologies by the business
sector. The country has low availability of latest technologies and is characterized by
aged and outdated equipment comparable to EU-27. Nevertheless, Bulgaria has
satisfactory levels of Internet services and broadband internet accessibility.

* http://www.unicef.org/ceecis/Bulgaria.pdf
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Information and communication technologies have been expanded in the country in
the effort to increase competitiveness in the EU and to comply with EU directives
and legislation on various aspects of the digital economy. And also Bulgaria is among
the 14 countries (South Korea, Japan, Latvia, Sweden, Bulgaria, Finland, Romania,
Lithuania, Netherlands, Hong Kong, Germany, Portugal, Denmark and Iceland) that
are prepared for next-generation Internet applications such as high-definition
Internet TV and video communications”.

The status of the Bulgarian business sector continues to be assessed
negatively. The condition of private sector companies has deteriorated. Bulgaria's
ranking in market size is ahead of several more advanced countries in the region like
Luxemburg, Malta, Estonia Cyprus and others and it is at approximately the same
levels with 2010. No serious reforms have been made regarding this sector. In terms
of this indicator, the country has slipped one place; from the 95th to the 96th in the
ranking consistently being below EU average (49.48) and above the Balkan average
(78.83).

2.2.3 Innovation and Sophistication factors

Bulgaria is one of the catching up countries with low innovation performance.
The innovation indicators are concerning research quality, patterns, licenses,
protection of intellectual property and innovation activity. Bulgaria’s rank in 2011/12
is 96, being the country with the lowest rank in EU-27 (after Romania) and among
the lowest in the Balkans. The country participate far less in the financing of
Research, Development and Innovation activities than the European countries and
the Bulgarian companies are not keen on adopting new technologies aimed at
societal challenges (Blanke & Kinnock, 2010). Bulgaria’s investment in R&D is
decreasing year by year being four times less than the EU-27 average. The
specialization in low technology sectors and the current scarcity of medium and high
technology firms in the economy are responsible for the low R&D intensity
(European Commission, 2011). A lack of skilled personnel, the low financing of high
risk projects, insufficient fiscal incentives and unattractive start-up conditions hinder
the innovation capacity. Moreover, there is little cooperation between universities
and industry and additionally it is not institutionalized the way it is done in EU27
(Yalamov & Bougiouklis, February 2011) . In Bulgaria is also observed low protection
of intellectual property and few governmental acquisitions of advanced technology
products (Zaman & Adrian, 2008). The patenting activity in Bulgaria is very low too.

> http://www.balkans.com/open-news.php?uniquenumber=75332
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According to indicators that determine the innovation performance Bulgaria is
classified into the modest innovators with a below average performance.
Nevertheless, the modest innovators perform relatively well in the Human
resources, Finance and support and Firm investments. More specifically the country
has an advantage in Human Resources while on the other hand it lags in Linkages &
Entrepreneurship, Intellectual assets and innovation being though above EU-27
average (European Commission, 2009). It is significant to add that the country is a
growth leader with Romania; high growth is observed for Community trademarks
and Community Designs (European Commission, 2010). In order to raise R&D
investments Bulgaria approved a National Research Strategy target for R&D intensity
for 2020 of 1.5% of GDP while also aiming at introducing incentives for private
companies to invest in research and development activities (European Commission,
2010).
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CHAPTER III- EASE OF DOING BUSINESS

The second index that is taken into consideration for calculating the business
environment of Bulgaria is the Ease of Doing Business. The Doing Business Report is
published annually by the World Bank and examines indicators regarding laws and
regulations on business activity. It permits comparison across countries based on
formal regulatory requirements and reforms affecting different stages of a business's
life. The latest report covers 10 dimensions which include starting a business, dealing
with construction permits, getting electricity, registering property, getting credit,
protecting investors, paying taxes, trading across borders, enforcing contracts and
resolving insolvency (formerly closing a business) (World Bank, 2011). The Ease of
Doing Business index for 2012 ranks 183 countries from 1 to 183, where a high
ranking on the ease of doing business index means the regulatory environment is
more conducive to the starting and operation of a local firm® It also means stronger
legal protection of investors and property rights. The next section begins with a brief
explanation of the indicators constituting the ease of doing business index and
afterwards continues with the study of the country's ranking.

Starting a business

Starting a business methodology includes all the requirements needed to
start up a company. It identifies registration and licensing procedures that must be
completed for the incorporation of an industrial or commercial business. Moreover it
examines the time and cost involved as well as the bureaucratic and legal hurdles an
entrepreneur must overcome to incorporate and set up a business’. These are
referred to business registration fees, regulations and laws and other complex rules
that must be followed according to the authorities. Also information about the
details for a new company is collected by the World Bank which is then available to
the new entrepreneur through governmental and non-governmental organizations.

Dealing with construction permits

This section focuses on all actions required for a business in the construction
industry to build a standardized warehouse including documents, licenses, permits,
notifications and inspections®. Doing Business also records the necessary interactions
for getting utility connections and the estimated time and cost. Moreover it

® http://www.doingbusiness.org/rankings
7 http://www.doingbusiness.org/methodology/starting-a-business
® http://www.doingbusiness.org/methodology/dealing-with-construction-permits
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examines the requirements to register the property and construct it properly
complying with the safety codes and the environmental regulation. Information is
collected and provided from experts namely architects, lawyers and public officials.

Registering property

The World Bank provides in detail all the requirements to purchase property
and transfer property title from the seller to the buyer. It includes the steps; time
and cost needed to register the property with the competent authority in order to
guarantee the legal right. According to the Doing Business Report 2011 the
transaction is considered complete when it is opposable to third parties and when
the property is available to the buyer to use it at will. In addition local property
lawyers, notaries and property registries are involved to provide information.

Getting credit

The creditworthiness of an enterprise is as important as its financial
performance. The Report measures the eligibility of an individual or firm to borrow
money. After examining laws and regulations, public credit registries or private credit
bureaus provide credit information to borrowers and lenders with respect to secured
transactions. Two types of indicators are measured. The first set of indicators
describes the existing collateral and bankruptcy laws that cover lending while the
second one measures the coverage, scope, quality and accessibility of borrowers and
lenders (Doing Business, 2011).

Protecting investors

Doing Business measures the transparency of related-party transactions the
liability of company directors for self-dealing and the ability of shareholders to sue
officers and directors for misconduct (Doing Business, 2011). The higher the ranking,
the greater the investors’ protection. The protecting investors’ index includes other
component indicators namely the extent of disclosure index, the ease of shareholder
suits index and the extent of director liability index. The indicators are mainly based
on the strictness of regulations, company laws and judicial rules.

Paying taxes

The tax system of an economy plays a significant role to the
entrepreneurship. Tax deductions, exemptions and regulations in a country can
positively affect business. The Doing Business Project takes into consideration the
tax system and contributions that a company must bear during its operation. The
taxes that are calculated are the corporate income tax, the value added or sales tax,
labor taxes and contributions paid by the employer as well as other small taxes or
fees. In order to measure the paying taxes index the World Bank calculates the
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number of tax payments, the time to prepare and finally pay the taxes and the total
tax rate.

Trading across borders

A critical component of a country’s competitive ability is its trade capacity. In
the trade across borders category the time, cost and documents necessary for
imports and exports by ocean transport are examined. More specifically local freight
forwarders, shipping lines, customs and port officials and banks gather information
about the required trade documents, the time- consuming customs procedures and
the port operations. The time and cost for ocean transport are not included as well
as the tariffs or trade taxes’.

Enforcing contracts

The ability to enforce contracts easily is decisive to attracting investments.
Well-functioning courts are associated with the market performance. Improvements
in judicial efficiency reduce credit rationing and increase lending. When contracts
cannot be enforced, entrepreneurs face greater risks and may be less willing to
invest. This pillar measures the efficiency of commercial dispute resolutions among
domestic companies and the contract enforcement through courts. Indicators on
enforcing contracts are the number of procedures, the time and cost of going
through the judicial procedures.

Closing a business

The last category provides the legal and financial procedural requirements for
closing an enterprise. It examines the time, cost and outcome of insolvency
proceedings against a local company. It studies laws and regulations and provides
legal information about the bankruptcy systems. The ranking on the ease of closing a
business is based on the recovery rate which is calculated as cents on the dollar and
takes into account whether the business emerges from the bankruptcy or insolvency
proceedings as a going concern as well as costs and the loss in value due to the time
spent closing down (Doing Business, 2011).

? http://www.doingbusiness.org/methodology/trading-across-borders
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3.1 EDB-Ranking of Bulgaria

After explaining the ease of doing business index now we can proceed on
analyzing Bulgaria's position and its measurements niceties. For this reason we
basically identify the reforms that took place in the country in order to examine the
evolution of Bulgaria's rank from 2006 until now. Bulgaria's business environment is
ranked in the top third of countries worldwide (59th of 183 countries) according to
the Doing Business Report 2012 ranking. Although this shows that regulation is not
as burdensome as in many Balkan states, Bulgaria compares less favorably with
other EU27 countries. The country has moved up in comparison to other economies
in 2 of the total of 10 sub-indexes, but its business environment was deteriorated
compared to the results of 2011 (51* of 183 countries). The analysis views the
reported business environment indicators for Bulgaria in a regional context relating
the indicators for the country to the same measures for the Balkan states and for the
EU27 countries.

3.1.1 Starting a business in Bulgaria

Starting a business

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Rank 85 100 81 50 43 49
Procedures ( number) 11 9 9 4 4 4 4
Time ( days) 32 32 32 49 18 18 18
Cost ( % of income per capita) 9.6 7.9 8.4 2.0 1.7 1.6 1.5
Paid-in Min Capital ( % of income per capita) 104.2 | 91.3 | 56.3 | 47.8 | 20.7 | 0.0 0.0

Source: World Bank, Ease of Doing Business Reports.

The country is above the EU27 and the Balkan average regarding this sub-
index but in stark contrast to previous years Bulgaria registered a sharp fall in the
Starting a business topic, as it slipped 6 places down to 49. Bulgaria is among the top
50 countries in the world regarding the ease of starting a business and also this
indicator makes the country the best performer in the Balkans region. This was
achieved through several important reforms which were undertook and successfully
completed, such as the reduction of the minimum capital requirement from 5,000
leva ($3,250) to 2 leva (S 1, 30) (Doing Business, 2011). According to the Doing
Business Report 2010 the company registry became more efficient by the reduction
of the paid-in minimum, capital requirement to about 24% of gross national capital
per income. Moreover in 1/1/2008 a new central electronic database for commercial
registration was introduced reducing the number of registration procedures (Doing
Business, 2009). Furthermore, the registration process takes 18 days to be fully
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completed which makes it one of the most hassle-free and fast procedures in
Europe. For comparison, in Austria they are 8, in Germany and Czech Republic 9, in
Spain and Greece 10. Despite the low cost of opening a company which is 1.5% of
income per capita, is also low the operational cost. The rent, electricity, heating and
other business costs are lower than many other countries in Europe. Additionally,
there are programs relative to the assistance of the business activity. More
specifically the Ministry of Economy, Energy and Tourism with the support of the
United Nations Development Program were particularly interested to provide
assistance to new entrepreneurs through the project "Creating Competitive Start-up
Enterprises” or otherwise “Project 100”"*°.

3.1.2 Dealing with Construction permits in Bulgaria

Dealing with Construction permits

2006 2007 2008 2009 2010 2011 | 2012
Rank 140 103 117 119 119 128
Procedures ( number) 24 22 22 24 24 24 23
Time ( days) 212 226 131 139 139 139 120
Cost( % of property value) 325.1 | 270.5 | 4999 | 493.6 | 436.5 | 442.3 | 317.0

Source: World bank, Ease of Doing Business Reports.

The construction sector is a problematic area for Bulgaria. The construction
market is the most expensive market among European Countries and the 6™ more
expensive in the Balkans. The global economic crisis has also affected Bulgaria’s
property market where building construction, covering both real estate and office
space, fell by 29.4 per cent, while infrastructure construction declined by 1.4 per
cent, marking an aggregate decrease of 20.2 per cent in March 2010 on the same
month the previous year“. In 2008, Bulgaria showed some improvement in the
sector noting 37 positions decrease. This can be attributed to an effort to harmonize
with the European standards by introducing technical passports to all new buildings
by 2015. The changes to construction regulations lead to stricter inspections and
more clearly defined liabilities. But, after 2008 as the fees for obtaining the permits
got more expensive (+16%) Bulgaria’s rank went up to 117" position. Moreover
stricter environmental requirements obliged new companies in Sofia, before and
after the construction, to obtain a certificate of energy efficiency adding in this way 2

10 http://pro-100.org/en/
" http://www.propertywisebulgaria.com/article/construction-down-by-20-per-cent-in-march-
2010/id_3290/catid_24
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more procedures and 8 more days for dealing with construction permits. The process
of dealing with construction permits is about eight times as expensive in Bulgaria
than in the OECD area as a whole.

3.1.3 Getting Electricity in Bulgaria

Getting electricity

Regional
Average of

Bulgaria Eastern Europe

DB2011 Bulgaria DB2012 | & Central Asia OECD
Rank 134 133 129
Procedures (number) 6 6 7 5
Time (days) 137 130 168 103
Cost (%income per capita) 397.1 366.6 751.2 92.8

Source: World bank, Ease of Doing Business Report 2011.

The Doing Business Index for the first time this year introduced an indicator
regarding the electricity connection. It contains all the procedures required to obtain
a permanent electricity connection and supply for a newly constructed building.
These procedures include applications and contracts with electricity utilities, all the
necessary inspections and clearances from the utility and other agencies and the
external and final connection works (Doing Business, 2012). Except for the formal
procedures the survey also investigates the necessary time and cost. Bulgaria is 9th
country in the Balkans, 25" in the EU27 and the 133" among 183 economies globally
in the ranking on the ease of getting electricity. It requires 6 procedures, takes 130
days and costs 366.6% of income per capita. It is the most expensive country in the
EU after Latvia and Romania. According to the survey, in many Eastern European
countries, local businesses complete more complex formalities to get an electricity
connection than anywhere in the world. It is remarkable though that in Bulgaria is
assessed a tendency towards a more transparent and fair connection cost. The
regulator requests quotes presented by utilities to customers at least once a year
(Doing Business, 2012).
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3.1.4 Registering Property in Bulgaria

Registering property

2006 2007 2008 2009 2010 2011 2012
Rank 65 62 59 56 62 66
Procedures ( number) 9 9 9 8 8 8 8
Time ( days) 19 19 19 19 15 15 15
Cost( % of property value) 2.3 2.3 2.3 2.3 2.3 3.0 3.0

Source: World bank, Ease of Doing Business Reports.

The index shows that it has become more difficult to register a property in
Bulgaria, as the country's ranking has dropped 4 places to 66 in 2012. Despite that,
the country ranks relatively well as it is in line with the EU27 average. It is the 5t
country in the Balkans region, well above the regional average which is 78.15.
Bulgaria offers expedited procedures. It has simplified the registration procedures
and formalities by introducing the one stop shop registrationlz. After 2008 in line
with article 23 of the new Commercial Register Act all new commercial companies
and branches of foreign entities during their operation are identified in Bulgaria with
a unified identification code (UIC) issued by the Registry Agency which is more
applicable. It also moved registration out of court by computerizing procedures or
put procedures online and thus reducing the time and cost to obtain documents
(Doing Business, 2010). Consequently, with this amendment the time for the
registration process is shortened and the process of establishing a new company is
facilitated in general.

3.1.5 Getting credit in Bulgaria

Getting credit
2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Rank 33 13 5 4 6 8
Strength of legal rights index (0-10) 6 6 6 8 8 8 8
Depth of credit information index ( 0-6)_ 3 4 6 6 6 6 6
Private bureau coverage ( % of adults) 0.0 0.0 3.0 5.0 6.2 | 13.1 | 52.8
Public registry coverage ( % of adults) 13.6 | 20.7 | 25.4 | 30.7 | 34.8 | 37.0 | 28.8

Source: World bank, Ease of Doing Business Reports.

Among all 10 topic rankings, Bulgaria's performance is best in Getting Credit
(8th place) achieving 2 more places in comparison to 2011. It has the highest rank in
the Balkans together with Montenegro and Romania, being by far above the regional
average and in the EU27 it is in the 3 place with Ireland, Poland and Romania. The
country made substantial reforms after 2006 in the credit information systems. It

2 http://ec.europa.eu/enterprise/policies/sme/files/support_measures/start-
ups/startups2008_en.pdf
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established new private credit bureaus and public registries expanding credit
information to nonfinancial institutions such as utilities or retailers (Rona-Tas &
Karagyozova, 2006). Establishing private bureaus in the financial market is an
effective way to increase coverage (to 52.8% of adults), decrease information
asymmetry problems between lenders and borrowers thus facilitating access to
credit. Moreover the Bulgarian public registry put procedures online and reduced
the time to obtain documents from 3 days to just seconds (Valahu, MIGA, & World
Bank Group, 2006). Furthermore according to the Doing Business Report 2006 it also
lowered the minimum loan cutoff and increased the coverage of borrowers. The
latest reform was concerning the loans where Bulgaria distributed data on loans
below 1% of income per capita (Doing Business, 2012).

3.1.6 Protecting investors in Bulgaria

Protecting investors

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Rank 33 33 38 41 44 46
Extent of disclosure index ( 0-10) 8 10 10 10 10 10 10
Extent of director liability index ( 0-10) 1 1 1 1 1 1 1
Ease of shareholder suits index (0-10) 7 7 7 7 7 7
Strength of investor protection index (0-10) | 5.3 6.0 6.0 6.0 6.0 6.0 6.0

Source: World bank, Ease of Doing Business Reports.

Another highly rated index is the protecting investors index which puts
Bulgaria in front of many European countries such as Finland, Italy, Germany,
Luxemburg, Greece and many others. The country lies above the Balkan average
too. The strength of investor protection in Bulgaria is 6 out of 10 which indicates that
the companies can raise the capital needed to grow, innovate, diversify and compete
(Doing Business, 2011). Bulgaria also has extensive disclosure and approval
requirements but on the other hand as it is obvious from the above table that the
country offers partial protection to investors through the legal, regulatory and
judicial framework. The level of the protection of director liability is only 1 to 10
showing that there is a need to regulate more clearly the liability for self-dealing.
“Tougher investor protection from a 2002 securities law reform stopped a growing
flow of delistings from the stock exchange and led to higher equity values” (Doing
Business, 2008).
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3.1.7 Paying taxes in Bulgaria

Paying taxes
2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012

Rank 107 88 94 95 85 69
Payments ( number) 27 27 17 17 17 17 17
Time ( hours per year) 616 | 616 | 616 | 616 | 616 | 616 | 500

Total tax payable ( % of gross profit) | 38.6 | 40.7 | 36.7 | 349 | 31.4 | 29.0 | 28.1
Source: World bank, Ease of Doing Business Reports.

Regarding this index Bulgaria made significant improvements with the aim to
achieve higher and sustainable economic growth. It is important to be mentioned
that Bulgaria is demonstrating an overall better performance with this index
compared to last year’s report when it was ranked 85", For 2012 it is the 15"
country in the European ranking and 4™ in the Balkans. From 2007 onwards Bulgaria
has simplified the tax system and the process of paying taxes. It reduced the amount
of employer mandatory contribution rates and the labor taxes to 19.2% which are
lower compared to the European average of 28.26%. In 2007 a new Corporate
Income Tax Act was introduced and reduced the rate of profit tax from 15% to 10%
while in January 2008 a flat income tax rate on personal income was set at 10%
too™. It is significant to add that there are regions in Bulgaria subject to 0 %
corporate tax because they are plagued by high levels of unemployment. There was
also a decrease of the withholding tax rates: 5% for dividends and 10% for royalties,
interest payments and technical services (Invest Bulgaria Group LTD, 2010).
Moreover Bulgaria revised the tax code and announced a new Value Added Tax in
accordance with the European standards at 20%. Not mentioning the tax incentives
for the manufacturing sector and for large investment projects. Furthermore the
National Revenue Agency by introducing an online filing for the payment of the
corporate income tax and the social insurance contributions achieved a lower
number of payments (from 27 to 17). But on the other hand there is still an
administrative burden namely the time needed to prepare and pay the taxes which
is quite long and exceeds the OECD average, namely the 13 days (EBRD, 2010).

2 http://www.bse-sofia.bg/?page=Taxation
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3.1.8 Trading across borders in Bulgaria

Trading across borders

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Rank 104 89 102 | 106 | 108 91
Documents to export (number) 7 7 5 5 5 5 5
Cost to export ( USS per container) 5 1233 | 1329 | 1626 | 1551 | 1551 | 1551
Time to export ( days) 26 26 23 23 23 23 21
Documents to import ( number) 10 10 7 7 7 7 6
Cost to import ( USS per container) 4 1201 | 1377 | 1776 | 1666 | 1666 | 1666
Time to import ( days) 24 25 21 21 21 21 17

Source: World bank, Ease of Doing Business Reports.

Discouraging are the results for the Trading across Borders conditions in
Bulgaria. It is below the average of the Balkans and the 24 country among the
EU27. The cost to import and export which includes cost for documents and
administrative fees is the highest in the EU. Corruption at borders and bribes to
customs officials impedes the conduct of commercial transactions. However, the
entry of foreign banks and the opening of new branches in the country reduced the
time required to take a letter of credit and reduced risks for exporters and payment
delays (Doing Business Report, 2008). According to the Doing Business Report for
2012 Bulgaria made an effort towards a faster trade across borders by introducing
online submission of customs declaration forms.

3.1.9 Enforcing contracts in Bulgaria

Enforcing contracts

2006 2007 2008 2009 2010 2011 2012
Rank 52 90 86 87 87 87
Procedures (number) 34 34 40 39 39 39 39
Time( days) 440 440 564 564 564 564 564
Cost ( % of debt) 14.0 14.0 22.2 23.8 23.8 23.8 23.8

Source: World bank, Ease of Doing Business Reports.

Globally, Bulgaria stands at 87 in the ranking of 183 economies on the ease of
enforcing contracts. Just for the sake of a more detailed comparison, we point out
that Greece is ranked 90, Cyprus 105 and Italy 158. The time and cost required for
enforcing a contract are less than other Balkan countries which places Bulgaria in
front of Serbia, Montenegro, Kosovo and Bosnia Herzegovina in the ranking. In 2008
Bulgaria was among the 10 best reformers after Belgium, Romania, Portugal and
other countries. In 2006/07 Bulgaria reformed contract enforcement in the effort to
make this sector more efficient and to reduce judicial corruption. The enforcement
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of contracts was relocated to the private sector and more specifically self-employed
private bailiffs were introduced for the commercial cases replacing the state
enforcement officials. Thus the days required for the enforcement of judgment were
reduced from 150 to 125 (Doing Business, Bulgaria, 2011). As far as the corruption in
the judicial sector is concerned the country introduced random allocation of court
cases to judges as well as increase in their salaries. Therefore, a more transparent
selection process and scrutiny in the appointment process of judges was achieved.
The judges were enforced through disciplinary sanctions to “refuse incomplete court
filings rather than allow multiple extensions” (Doing Business, 2008). Another
significant reform that took place was the computerization of the court records
system allowing online access to public court records and introducing a case tracking
system in court administration since October 2008™. Also revisions to the civil
procedural code have assisted in faster contract enforcement.

3.1.10 Resolving Insolvency (Closing a business) in Bulgaria

Resolving Insolvency

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Rank 64 72 75 78 83 90
Time (years) 3 33 3.3 3.3 3.3 33 3.3
Cost ( % of estate) 9 9 9 9 9 9 9
Recovery Rate ( cents on the dollar) 33.5 34.4 32.4 32.1 32.1 31.0 31.4

Source: World bank, Ease of Doing Business Reports.

Regarding the resolving insolvency procedures Bulgaria is below the Balkans
average which is 75.62 and the European one as well. It is the worst performer after
Romania in the EU27. The country though, ranks relatively high in comparison to the
Balkan states regarding the cost for closing a business as it is reforming toward a
more efficient bankruptcy system. It has introduced qualification standards and it is
among the economies with specialized bankruptcy courts with higher recovery rates
(Doing Business, 2010). An important reform of the Bulgaria’s bankruptcy law is the
introduction of time limits. Imposing time limits made bankruptcy cheaper and
facilitated fast resolution of bankruptcy avoiding deterioration in a company’s value
over time (World Bank, 2008). Bulgaria also increased procedural efficiency at main
trial court and streamlined appeals before the Supreme Court to substantive issues.
The introduction of the Civil Procedure Code changed the appeals procedure. The
appeals now take place not only before the Supreme Court but also before the court
of appeals thus avoiding long delays letting the Supreme Court to decide for the

" http://www.usaid.gov/our_work/democracy_and_governance/publications/ac/sector/justice.doc
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adjudication. The new Law for the Commercial Registry permits major decisions and
rulings of the bankruptcy court to be posted on the commercial registry’s website
(Doing Business, 2009). According to the Doing Business Report 2012 the country
introduced "a requirement for commercial registers to make bankruptcy petitions
publicly available". The two new laws- the Civil Procedure Code and the Law for the
Commercial Registry- have facilitated the resolution of bankruptcy. Bulgaria
amended its commerce act to extend further rights to secured creditors and
increased the transparency of insolvency proceedings. Nevertheless, the process of
closing up of the Bulgarian company is still complicated and requires several actions
before the competent authorities.
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CHAPTER IV- BUSINESS IN BULGARIA

In a nutshell, the quality of the Bulgarian business environment is facilitated
over the years in line with concerned efforts by the authorities to remove barriers to
doing business and create incentives for attracting foreign direct investments.
Recently, Bulgaria has become one of the most attractive destinations for
outsourcing of business activities. It offers excellent opportunities for international
firms, but there are many challenges. While the business climate is generally
positive, there are factors that inhibit trade and investment. There is still room for
further improvement as there are concerning issues that hinder competitiveness
such as the presence of organized crime, corruption, infrastructure insufficiencies
and problems in the financial system and the innovation capacity. Also particular
difficulties are observed with regards to trading across borders, getting electricity
connection, dealing with construction permits and to resolving insolvency. On the
other hand starting a business as well as getting credit and protecting investors are
issues that Bulgaria tackles well. The next section highlights the key points of
Bulgaria’s economy and also the points at which lags behind.

The most problematic factors for doing business:

2011-12 2010-11
1.Corruption 13.8 |1. Corruption 15.1
2. Inefficient government bureaucracy 11.1 2. Access to financing 13.8
3. Inflation 10.9 3. Inefficient government bureaucracy 9.7
4. Access to financing 10.2 4. Inadequate supply of infrastructure 9.3
5. Inadequate supply of infrastructure 9.0 5. Inadequately educated workforce 8.0
6. Inadequately educated workforce 6.7 6. Poor work ethic in national labor force| 7.6
7.Tax regulations 6.3 |7. Tax regulations 6.7
8. Poor work ethic in national labor force| 6.1 8. inflation 5.2
9. Tax rates 5.6 9. Crime and theft 4.9
10. Government instability/ coups 4.5 [10. Policy instability 4.8

Source: Author's calculations based on data from Global Competitiveness Reports 2010/11.

According to the Global Competitiveness Reports in terms of the 10 most
problematic factors for doing business, there haven’t been many changes compared
to last year. Corruption continues to be a main obstacle to entrepreneurship.
Inefficient government bureaucracy is still considered the most problematic factor
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for doing business with only change that inflation came into the forefront this year.
Access to financing has become easier and infrastructure seems to be improved
significantly. However, it is significant to stress that poor work ethic in national labor
force is no longer identified as extremely problematic factor neither does crime and
theft. Ultimately, policy and government instability are consistently of low
importance.

4.1 Advantages

1. Political and Economic Stability: A key factor is the macroeconomic stability of
the country as a result of the government of Bulgaria over the last decade to meet
the EU convergence criteria. Nowadays, under the world financial and economic
crises, the macroeconomic environment of Bulgaria remains favorable for entry of
investments. The lack of large public debt and low inflation are the factors that
determine to a large extent, the better off the country. The stable business
environment and the strong economic growth are some of the elements attracting
investors’ interest. During 2010, domestic consumption decreased on an annual
basis in all Balkan countries, apart from Bulgaria and Romania (Bulgarian National
Bank, 2011). Bulgarian currency, Lev, is tied to the Euro in a currency board system,
providing it stability and strength. Bulgaria wishes to join the Euro zone with
eventual financial stability and economic strength which would further open up the
markets for Bulgarian businesses. It is significant to add that Bulgaria is the only
country in Europe with a credit rating upgrade by Moody’s since the beginning of
2010 (Invest Bulgaria Agency, 2011). Since the country became a member of the
European Union and the NATO there is also a stable political environment and low
country risk. Furthermore, Bulgaria’s participation in the World Trade Organization
also fosters economic activity.

2. Business freedom: After the EU accession in 2007 Bulgaria’s business climate
became more stable and predictable. The country is characterized by business
freedom with easy procedures of setting up and closing of business. Easy registration
procedures, ready financing for companies at competitive rates, franchises,
trademarks along with lower property prices make it attractive for business.
Enterprises can also account on free movement of capital and the equal treatment of
local and foreign investors (Invest Bulgaria Agency, 2010).

3. Labour field: Firms in Bulgaria are becoming more and more concerned about the
educational level of their workers. Bulgaria offers high qualified and multilingual
workforce at the most competitive salaries in the European Union. The education
level in Bulgaria is among the top five in Europe. The country has compulsory school
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education up to the age of 16 and 70% of the students speak English. Higher
education is provided by 51 universities and colleges; whereas 15% of the population
has university degrees™. The availability of skilled workforce is considerable
especially in engineering field. But, on the other hand, many firms, especially
innovative manufacturing firms and firms in the Information and Technology sector
have confirmed the existence of inadequately educated workforce (World Bank,
20009).

4. Strategic geographic location

The strategic geographic location of the country in addition to EU
membership allows easy access to the developing markets in Eastern Europe. It is
the eastern frontier for the European Union and the linkage between Europe and
Asia. The enormous tourism potential and exceptionally clean air and water
resources provide great business potential to the country. The Black Sea resorts in
the summer and the mountain ski resorts in the winter remain a challenge for the
tourism industry (Stankova, Competitiveness analysis and management of a tourist
destination, 2011) . The World Tourism Organization ranked Bulgaria in 2006 as the
second fastest growing travel market in the EU.

5. Taxation: The country has among the lowest taxation costs in whole Europe. After
the reduction of the Corporate Income Tax to 10% and many tax exemptions
Bulgaria is an attractive destination for business activities. Investment projects can
take advantage of 58 Double Taxation Treaties and 56 Agreements on the mutual

r http://www.hill-international.at/Bulgaria_Education_Personnel_and_Labor_Market.3956.0.html
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protection and promotion of foreign investment'®. Tax incentives come in the form of
tax allowances, tax credits, or tax relief on R&D staff costs. As it was mentioned before
corporation tax is reduced to zero (for a period up to five years) for companies investing in
areas of high unemployment. Bulgaria has also established several duty-free zones
which offer movement and storage of goods free from excise duty and taxes in order
to encourage economic co-operation between Bulgaria and other nations'’.

Lowest corporate Income Tax rate in CEE

Romania | 16%
Hungary | 19%
Slovakia | 19%

Croatia | 20%
Czech Rep | 20%
Turkey | 20%

Source: InvestBulgaria Agency, 2010

6. Property Protection: The current intellectual property protection legislation in
Bulgaria, enforced by the Copyright and Related Rights Act, is considered to be one
of the most effective and modern in Central and Eastern Europe. The intellectual
protection was reinforced by including modern patents and copyright laws and
criminal penalties for copyright infringement (Invest Bulgaria Agency, 2011). Bulgaria
is a member of the World Intellectual Property Organization (WIPO) and a signatory
to many related agreements'®. Furthermore, since 2006 a National System for
Information Exchange on Copyright and Related Rights Matters is functioning in the
country. Bulgaria has also proved to be a leader in adopting legislation to protect
investors. It was the first country in EU to adopt legislation to protect investors in
biotechnology in 1996 (Stalev, 2009). Concerning the energy and the healthcare
sector Bulgaria also adopted relative legislation. In the ICT sector it participates in
the World Trade Organization’s Information Technology Agreement by which it has
removed major tariff barriers to information technology products.

16 . .

http://www.industrial-zones.com/general_eng.html
7 http://www.lowtax.net/lowtax/html/bulgaria/bulgaria_country_and_foreign_investment.asp
¥ http://www.investbulgaria.com/factsheets/RightsProtection.pdf
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7. Low Operating Cost: Bulgaria has also the lowest operational costs in the
European Union. Property prices are also very low. Bulgarian cost of electricity for
industrial users is 70% of the European average as well as the office rents in Bulgaria
are among the lowest in Europe (Invest Bulgaria Agency, 2010). According to
Eurostat Statistics in 2010 among the Member States Bulgaria has the minimal
salary by law which is up to 123 euros ( the average salary for Bulgaria 327 euros)
while in Luxemburg is up to 1758 euros®. Also the government provides up to 1
year minimum salary and reimbursement of social/health care security for
employing young people and disadvantaged people through the Employment Agency
and financial support for priority investment projects®’. The favorable tax regime and
the low labor cost in conjunction with the government’s incentives for doing
business and the access to EU structural funds comprise attractive elements of
investing in the country.

Most competitive cost of labor in CEE

. Average wage,
Bulgaria - 327 € { month Q2 2010

Serbia 451

Romania 456

Slovakia 705

Hungary 730

Croatia 730

Czech Rep 1,099

Slovenia 1,483

Source: Eurostat, 2010

8. Energy Sector: The Bulgarian energy sector is key for the future development of
the country’s economy. Bulgaria is historically a net exporter of energy and a
significant supplier of electricity especially for Greece. In 2006 the country was the
largest net exporter of electricity in the Balkans. It is the most energy intensive
country in the EU27 due in part to the continuing importance of some energy
intensive industries (Eurostat, 2009). The energy sector in Bulgaria has undergone

' http://epp.eurostat.ec.europa.eu/statistics explained/index.php/Minimum wage _statistics
2% http://investbg.government.bg/index.php?sid=15
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major restructuring in recent years aiming at achieving regulatory stability. The
energy intensity of the Bulgarian economy has been reduced and the Bulgarian
economy has utilized only 57% of the energy used in 1997 to produce the same
amount of GDP (Poptchev, 2011). This can imply a significant energy saving potential
of the country. Bulgaria has great prospective in renewable energy sources which
includes hydro and biomass and large scale deployment of alternative energy (solar
and wind). The country has a small amount of natural gas as well as lignite. Due to
the EU accession, Bulgaria’s power and gas markets have been liberalized. New
natural gas transit projects through Bulgaria are taking place, the South Stream
pipeline (via Bulgaria to Italy) and the Nabucco pipeline?’. Additionally, a new energy
Strategy 2020 promulgated in June 2011 towards a more efficient use of energy
produced from low carbon energy resources. International players, green energy
arms of the international utility companies and private equity (PE) green energy
funds have started to play an important role in the market (InvestBulgaria Agency,
2011). Also tax incentives for investments enhancing the energy efficiency are
available to new investors.

4.2 Disadvantages

1. Informal Sector: Informality and its underlying problems are among the serious
concerns for the enterprises. Competition with the informal sector, which is
consisted of small, labour-intensive firms, is alarming especially for the other small
firms (World Bank, 2010). Bulgaria suffers from inefficient bureaucracy and
corruption in the public administration. A large informal public sector causes costs in
the formal private sector. Weak property rights and disorganized judiciary system
are some of the drawbacks. Moreover, the presence of organized crime remains the
largest challenge for Bulgaria being reputedly widespread. Crime imposes costs to
firms as they are forced to divert resources from productive uses to cover security
costs thus increasing the cost of doing business (World Bank & IFC, 2009). The race
against Crime and Corruption has made effort towards combating them but only
regarding the legislation. In 2010, Bulgaria ranked 73 out of 180 countries in the
Transparency International’s corruption perception index. High levels of corruption
and red tape reduce the level of international trade and the economic growth rate,
hindering entrepreneurship. Firms face additional costs as a result of corruption in
customs services and trade regulations. Trading across borders faces losses due to
merchandise theft and delays to clear customs for imports and exports (World Bank,
EDB, 2008).

! http://europa.eu/rapid/pressReleasesAction.do?reference=BE|/10/142&type=HTML
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2. Finance: At the onset of the crisis, firms reported that access to finance gradually
tightened over time. “Financial market development suffered during the crisis, the
securitization is not developed and the covered bond market for mortgages has
stalled” (EBRD, 2010). Recent business surveys of the World Bank indicate that most
of the Bulgarian bank credit remains unavailable due to the burden imposed by loan
requirements of credit institutions as well as the high level of bureaucracy. The
internal funding and funding from informal sources (family, friends) is a common
strategy for the financing of the Bulgarian firms indicating inefficient financial
intermediation (World Bank, 2009). Although the expansion of the banking sector
has increased credit, lending interest rates remain high and spreads are among the
highest of the new EU entrants. On the other hand, the stock exchange is not a usual
source of raising capital in since most of the Bulgarian companies are not ready to
become public and the procedure of preparing a prospectus and the issuance of
stock is too complex and expensive®. According to a World Bank Survey in 2007
there is different access to credit by firm type; small firms and managers of firms in
the manufacturing and other services sector find access to finance more difficult
than other kind of firms. But after 2007 according to Enterprise Surveys access to
credit is not any more among the top concerns of the investors. A rapid growth in
credit to the private sector was noticed, making Bulgaria competitive comparing to
other new entrants to the EU.

3. Regulatory Environment: The Bulgarian business regulations are in their early
stages and are evolving continuously and quickly in order to comply with the EU
requirements. It is difficult for the firms to make long-term plans as they are
concerned about the predictability and consistency of how laws and regulations are
interpreted. An abundance of licensing and regulatory regimes, combined with
arbitrary interpretation and enforcement by bureaucracy and the incentives thus
created for corruption, hinder investment (Doing Business in Bulgaria, 2006).
Managers and regulators are not keen on the new adopted policies and it is difficult
to stay on top of the regulatory changes. Much need to be done on liberalization and
regulation, supported by implementation of the regulations already in place, to
improve the business potential and the predictability of the policy environment?®.

4. Poor Infrastructure: The infrastructure backlog remains serious concern for the
country. Infrastructure deficiencies create barriers to productive opportunities and
increase production costs thus hindering international trade. As it is recorded in the
Global Competitiveness Reports, Bulgaria’s transport infrastructure falls behind
many other European countries. Low investments have been made in the rail

?2 http://www.venquity.eu/en/welcome-to-venquity-progressive-capital/dyalovoto-investirane-i-
investitsionnata-sreda-v-blgariya/

2 http://www.propertymanagementbulgaria.com/tips-and-advice/bulgaria-property-management-
tips/business-in-bulgaria-advantages-and-disadvantages.html
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network and for the upgrading of the roads’ quality with barely 200 miles of high-
speed motorways in use. Inadequate electricity and water supply are barriers to
entry and investment. Internet usage in Bulgaria is low by comparison with other
European countries as the cost of purchasing a computer is high for the Bulgarians.
Direct marketing has not really caught on in Bulgaria, and shopping over the internet
is not popular24.

5. Low Innovation Capacity: Bulgarian firms are less innovative than most of their
European counterparts and are slowly catching up (Veugelers & Mojmir, 2009).
Bulgaria licenses few foreign technologies and there are limited sources of R&D
finance and of finance for technology absorption (World Bank, 2008). The structure
of higher education does not favor the involvement in scientific and technological
activities. SMEs suffer from lack of sufficient information and of innovation culture
among entrepreneurs. The low share of innovative SMEs as percentage of total can
be attributed to the shortage of financial and human resources necessary to create
innovative products and implement information and communication technologies.
Outdated or missing R&D equipment in R&D organizations as well as lack of pro-
innovative intermediaries' (Ministry of Economy and Energy, 2007) point that further
spending on innovation and R&D needs to be augmented. In Bulgaria can also be
observed a constant reduction of the number of people engaged in R&D. Also the
low commercialization of Bulgarian research base is another problematic issue
(World Bank, 2008).

* http://www.helium.com/items/1265770-doing-business-in-bulgaria/print
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CHAPTER V- POLICY RECOMMENDATIONS

Although Bulgaria is an advanced transition country and an EU member with
a growth potential still faces key issues that must be addressed. Despite significant
progress in implementation of reforms, the Global Competitiveness Report and the
Doing Business indicators point to governance and corruption, infrastructure,
education, technology adaption, finance and administrative procedures as major
challenges. Bulgaria ranks low relative to the levels of efficiency and competitiveness
achieved on average by both EU-8 and EU-15 countries. Competitiveness
Enhancement of Bulgarian Economy operational programme 2007 - 2013 is already
applied aimed at amplifying competitiveness and investments leading to business
effectiveness improvement and business environment development, improving the
access to funding, developing a knowledge and innovative-based economy. But also
many other reforms have to be adopted under the combined effort of the national
authorities and the European Union.

Regulatory & Administrative Reforms: Regulatory and administrative reforms must
be the first priority for Bulgaria. Poorly designed and administered regulations
impose major constraints to growth and productivity and push SMEs in the informal
economy which in turn hinders entrepreneurship. Tackling corruption is vital for
promoting a competitive business environment and equitable access to quality
public services. Instability and unpredictability are among the most significant
impediments to both foreign and domestic investors. Effective regulatory reform
processes and institutionalization of the system for monitoring and control of the
regulatory environment would improve the investment climate by reducing policy
risks and cutting regulatory costs for the businesses. Thus, not only the business
benefits from better regulation, but it is also the government that profits by cutting
red tape and improving administrative efficiency. The Public Administration Reform
Strategy aiming at introducing new technologies and a new administrative and
information culture for achieving transparency of the state function sets relatively
good grounds for reforming public administration (Shivergueva, 2010). Also
Corruption prevention practices that have proven to be effective should be
replicated and the participation of civil society structures should be encouraged
(Shivergueva, 2009).

Infrastructure Investments: The existing transport infrastructure needs substantial
rehabilitation and reconstruction. The managerial autonomy of Bulgaria’s National
Road Infrastructure Agency (NRIA) is unclear and the road management decisions
are separated from road financing (World Bank, 2009). First of all the country must
be oriented towards the demand for transport services and the current market
needs; not only to build basic infrastructure networks. Infrastructure investments
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are expected to raise the investor’s interest for the region, reduce costs of transport
network and hence improve the country’s competitiveness. Strengthening
infrastructure can be achieved through an improved management with the
participation of the private sector. "Improving expenditure management and
governance structure of road infrastructure would be key to deal with the backlog of
road maintenance and rehabilitation of national roads' (World Bank, 2009). Prudent
calculations must be carried out for careful prioritization of investments that would
allow fast and effective utilization of resources. Transport network needs the
development of combined transportation and modern logistic technologies as well
as advanced information technologies regarding the transport systems. Special
attention must be paid particularly on the construction of new roads i.e. motorways
and expressways and on improving road safety. Focusing on infrastructure expansion
can boost the socio-economic development of the country; reduce the disparities
within the lagging behind isolated regions such as the border ones, and to link the
country with both its neighbours and the EU transport system.

Educational Investments: Bulgaria should also invest in human capital and promote
its labor force so as to encourage innovation, growth and job creation. As it was
mentioned before the training of the employed people as a component of labor
conditions is underdeveloped indicating the low degree of technological innovation
and the insufficient interest of the employers to upgrade the existing human capital.
The goverment should promote demand driven training programs with easy access
e.g through the use of vouchers as currently piloted by the Employment Agency with
EU financing (World Bank, 2009). It should also aim at creating a more competitive
youth. A good idea would be the adoption of the “ New Deal for Young People”
likewise UK and other EU countries did. Otherwise, based on this model, Bulgaria’s
Employment Services could offer counseling and job placement services or
outsourcing of services to qualified agencies e.g. in working with disadvantaged
youth such as soccially excluded Roma (World Bank, 2009) Also reducing the share of
early school leavers to 11%, increasing the number of young and aged people with
higher education, promoting young scientists in bulgaria are national targets under
the program ‘Europe 2020’ which can lead to full realization of the potential of
young people. Bulgaria can benefit from the Structural and Cohesion Funds and
create a more innovation friendly environment in its urban centers and beyond.
Finally, improving the link among universities, business needs and research institutes
could help to a more efficient knowledge transfer?. Sharing knowledge, in particular
through R&D collaboration with business and good governance in academia,
contribute to the effectiveness of public research and ultimately to better access to
market intelligence, competitive positioning and technology. Promoting an effective

% http://ec.europa.eu/invest-in-research/pdf/download_en/knowledge_transfe_07.pdf
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dialogue with the public, academic and labor sectors contributes to the boost of
innovation capacity and competitiveness.

SME Promotion Policies: Equally important is that the economy must allow for the
flexible and efficient use of resources, mainly with regards to small and medium
sized enterprises (SMEs). In particular, the implementation of a horizontal,
territorial-based policy of stimulating entrepreneurship (clusters) is a suitable
strategy on attracting investors and on promoting the competitiveness and
economic cooperation in the region (Porter & Ketels, Bulgaria's apparel cluster.
Microeconomics of competitiveness, Final Paper, 2007). Bulgaria can support
industry groups and provide them with assistance to develop sound relationships
with organizations so as to establish effective clusters. The Bulgarian Competitive
initiative proposes the Strategic Gap Analysis as a useful process to help industries to
benchmark globally competitive strategies, to identify and understand the strategies
of competitive businesses in similar industries and to compare Bulgarian strategies
to the world leaders. The result would be a specific action plan that is implemented
in concert by the cluster and innumerable firm-level strategic improvements. Also
regional competiveness initiatives and clustering can be encouraged through
targeted support and priority assistance from the state. There is significant number
of enterprises which operate in the construction, tourism and other sectors but they
are not involved in cluster (Smallbone et al, 2007). The industries with potential for
clustering are: shoes, industry, and wood-processing and textile industry. The region
also provides favorable conditions for establishment of group of interrelated tourist
enterprises: Petrich, Sandanski and Bansko. The concept of clustering is a necessary
experiment to hasten the speed of global competitiveness to an unspecified
percentage of Bulgarian companies as well as increase productivity, achieve more
rapid innovation (through cooperative research and competitive striving), and lead
to new business formation. In addition Bulgaria should focus on implementation of
clustering in the education and research area.

National Competitiveness Council: Finally, Bulgaria should establish a National
Competitiveness Council similarly to other countries, like Croatia and Ireland. The
Council would highlight key problems facing the Bulgarian economy in order to
identify competitiveness priorities, provide advice and propose strategy
recommendations for promoting competitiveness regarding Bulgaria's business and
trade policy. An independent, national advisory body would channel dialogue with
business to provide one stance on the economic development of the country and
would offer an objective aspect on the state of competitiveness within the country.
This Council can be "a catalyst for genuine dialogue between stakeholders of the

. 2
competitiveness process'?°.

26 ars
www.competitiveness.bg
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CHAPTER VI- FDI IN BULGARIA

In terms of FDI Bulgaria outperforms the other CEE countries. The country
has adopted the most liberal foreign investment laws in the region and attracting
foreign investors’ interest is one of the government’s top priorities. In Bulgaria a
substantial part of capital investment is accrued from FDI inflows. This is due to the
fact that the Bulgarian economy is much more heavily reliant on FDI capital inflows
than other CEESs (Bozhilova, 2010). According to a research of the Pricewaterhouse
Coopers, significant role to the high level of Bulgaria’s FDI compared to the other CEE
countries played its higher per capita income, the low labor cost in manufacturing,
the EU membership (Free Trade Agreements, GATT, PHARE project) and the lower
investor riskiness. Also the taxation rules and the presence of foreign investors had a
positive effect on attracting investor’s interest. Encouraging were also some positive
fixed effects namely historical ties with the country and sources of FDI and other

favorable cultural practices and norms.

Average level of FDI as a share of GDP (1997- 2008)
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Although Bulgaria is among the poorest EU 27 countries the low GDP base
has allowed for robust real GDP growth rates between 2000 and 2008%’. Between
1996 and December 2005, total cumulative foreign direct investment (FDI) into
Bulgaria amounted to approximately 12.9 billion euros especially due to the
privatization process under which many state owned enterprises had been sold to
foreign investors. The 2006 FDI inflows attracted in Bulgaria registered an
unprecedented growth, reaching EUR 6 billion, representing 90.5% increase from
2005 (Ernst & Young, 2009). The annual flow of foreign investment for 2007 was
EUR8.6 billion, a growth of 38.7% from the previous year. After 2008 the country
oblivious to the impact of the financial crisis, a downward trend was recorded when
in 2009, FDI decreased to EUR2.8 billion. Bulgaria attracted only EUR 53.4millions of
foreign direct investment in the first two months of 2011 (only 0.1% of GDP)
compared to 214.9 million euros (0.6% of GDP), according to preliminary data of the
Bulgarian National Bank (BNB).

Share of FDI as % of GDP, 1998-2010
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Source: Bulgarian National Bank, 2010.

The early years, the majority investments went to the service and property
sectors instead of developing production capacity in the industrial sector (Bozhilova,
2010). After the transition period the country has been an attractive destination for
foreign direct investments mainly in manufacturing and more recently in the field of
services and utilities (Georgieva, Ferrazzi, Pavlov, & Revoltella, 2007). Many
enterprises have considered of transferring their production activities in Bulgaria,

%’ Real GDP growth in Bulgaria in 2008 was one of the highest amongst the EU member states, behind
only Romania and Slovakia (Eurostat, 2009).
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profiting from the country’s tradition is particular sectors such as clothing
(Georgieva, Ferrazzi, Pavlov, & Revoltella, 2007). The sectors receiving the most net
FDI 1998 to 2002 were banks and other financial activities (23.5%); trade and repair
services (14.1%); telecommunications (9.1%); petroleum, chemicals, rubber and
plastics (7.2%); and mineral products (6.8%)”®. Then by 2006, 22% of FDI in Bulgaria
had gone to the industrial sector. Based on information provided by the Bulgarian
National Bank for 2009, financial services ranked first in attracting FDI (22%); the
majority of the banking sector is owned by outside financial institutions. Real estate,
renting and business activities ranked second (17%), followed by wholesale and retail
trade, repair of vehicles and personal and household goods (14%), manufacturing
(14%), transport, storage and communication (13%), construction (7%), electricity,
gas and water supply (6%), and other sectors (8%). The country is also one of
Europe’s largest lead, zinc and copper producers, as well as the largest electricity
exporter in South-Eastern Europe®. In 2010 first comes the manufacturing sector,
real estate ranks second while the financial intermediation comes fourth in the
ranking. In addition for the same year Bulgaria emerged as among the 30 top
Information Technology offshoring locations (Yalamov & Bougiouklis, February
2011).

FDI in Bulgaria by economic activity in 2010

Manufacturing 509.6
Electricity, gas and water supply 278.9
Transport, storage, communication 264.2
Financial intermediation 253.0
Real estate, renting and business activities 169.9
Construction 100.1
Hotels and restaurants 49.4
Other community, social and personal service activities 44.4
Wholesale and retail trade; repair of motor vehicles, motorcycles and personal and household goods 26.3
Mining and quarrying 6.5
Agriculture, hunting and forestry 3.9
Health and social work 0.3
Education -0.1
Not allocated 72
TOTAL 1778.5

Source: Bulgarian National Bank, 2010

*® http://www.nationsencyclopedia.com/Europe/Bulgaria-FOREIGN-INVESTMENT.html
* http://www.eucommerz.com/business/bulgaria
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At least 25 countries invest in Bulgaria, with the top five being the
Netherlands, Greece, Germany, Belgium and Austria. By country, the largest net
direct investors of Bulgaria for the period January - February 2011 were Austria (EUR
121.7 M), Switzerland (EUR 19.2 M) and Cyprus (EUR 17.4 M)*°. Greek FDI is a major
source of strategic regional investments in Bulgaria’s industry indicating the
significance of regional trade and cooperation (Bozhilova, 2010).

Top 10 FDI Flows in Bulgaria by Country
{(EUR Million)
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Recently, Bulgaria has become one of the most attractive destinations for
outsourcing of business activities. Colliers International and AT Kearney based on the
2011 ranking of the Global Services Location Index (GSLI) concluded that Bulgaria
held the 17th position among 50 countries. Bulgaria is the 3rd best place in the
Balkans (after Turkey and Romania) and among the leading countries in CEE (after
Estonia, Latvia and Lithuania) for outsourcing due to a number of strengths and
opportunities that the Bulgarian market offers to foreign companies. Famous
international companies like Hewlett Packard, Reuters, Boeing, Siemens, and Ford
Motor Co, Lidl, Philip Morris, American Standard, Nestle, Kraft and many others have
already invested in Bulgaria31. According to experts the industrial sector is very
suitable for Bulgaria to attract investments. Also high quality and modern office
space is the key to the long-term existence of outsourcing centers. Industry clusters,
the government and the InvestBulgaria Agency should collaborate in identifying

30 http://www.hbcbg.com/?cid=36&Newsld=3386
*http://www.bulgarianinvestments.eu/?page=why_invest&PHPSESSID=54ff896c788e34faeadf06419
9d86335
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priority investment for the country, improving the environment for competitive
investment and actively targeting desired investors™2.

FDI inflows 2005-2010 (millions of dollars) |

2005 2006 2007 2008 2009 2010

Greece 623 5355 2111 4499 2436 2188
Bulgaria 3920 7805 | 12389 9855 3351 2170
Romania 6483 | 11367 9921 | 13910 4847 3573
Serbia 1577 4256 3439 2955 1959 1329
Albania 264 325 656 988 979 1097
FYROM 96 433 693 586 201 293
Turkey 10031 | 20185 | 22047 | 19504 8411 9071
Croatia 1825 3473 5035 6179 2911 583
Bosnia & Herzegovina 613 766 2080 932 246 63
Montenegro 501 633 934 960 1527 760
Slovenia 588 644 1514 1947 -582 834
Moldova 191 240 534 713 128 199

Source: Author's calculations based on data from UNCTAD, 2011

32 oy
www.competitiveness.bg
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CHAPTER VII- BUSINESS PROPOSAL

Bulgaria's tourism industry not only proved its vitality during the economic
crisis, but also helped the country to be among the beneficiary ones in EU, indicating
the great potential of the sector for growth and economic development (Stankova,
2011). A growing tourism sector can lead to job creation, attract foreign
investments, increase national income and thus can be a driving force for the
competitiveness of Bulgaria. In the context of European tourism, Bulgaria ranks at
satisfactory levels but the country is able to offer even higher quality of sustainable
tourism. In the conditions of economic changes towards European market Bulgarian
tourism is up against new provocations. The country cannot form a sustainable
competitive advantage relying on the mass, standard kinds of tourism (Marinov,
2008). Bulgaria needs to get away from the image as a “cheap destination” for
holidays and focus on alternative forms of tourism instead of the massive tourism.
According to the definition of the Bulgarian Association, alternative tourism involves
travel that is personal and authentic and encourages interaction with the local
environment, people and communities. The alternative tourism combines tourist
products or separate tourist services, different from the mass tourism by means of
supply, organization and the human resource involved. If this is promoted
effectively, a much higher percentage of value added can be locally produced: local
ownership of capital, local production of consumables and local offer of labour.
Besides, the higher level of competitiveness of one country is not achieved by low
cost or currency depreciation but it is based on generating more value through
improved productivity, service, quality and innovation®.

The scenery that the country provides offers the perfect circumstances to
future investors for the exploitation of alternative forms of tourism such as
adventure, rural, sustainable and solidarity tourism>*. Apart from the seaside resorts
Bulgaria is mostly mountainous and full of natural beauties and cultural monuments.
Also its rural and cultural heritage, rich history, good local food, traditions and the
incredible countryside is appropriate for nature-based eco-tourism. Nonetheless,
one of its biggest wealth is the great number of monasteries and therefore the great
perspective of religious tourism.

The interest for special tourism has been consistently gaining ground globally
and has much further to go. The tourism sector continues to play a significant role in
the country's economy. For 2011 the share of Bulgaria's tourism industry of GDP is
nearly 10 % and since April a flat rate of 9% VAT was introduced in the tourism

* http://www.cipe.org/programs/roundtables/budaconf/pdf/bulgaria.pdf
** http://www.baatbg.org/welcome.php?subPage=27
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sector’. There are many tourism markets in Bulgaria that are untapped and thus,
the country should be oriented towards investments and the promotion of its profile
outwards. Investing in modernization of the tourism industry in line with the
European environmental standards allow the local private sector to cope better with
the enhanced international competition (EBRD, 2011). Under the availability of
Bulgaria there is the prospect to turn special tourism into a great industry. Foreign
direct investments could be significantly increased with more promotion and
information about Bulgarian tourism in the business community. Foreign investors
can take advantage of the availability of labour skills, the labour mobility and the
entrepreneurial activity in Bulgaria (Vagionis, 2010). Tourist activities would further
benefit rural areas and accomplish to the regional development. The development of
alternative forms of tourism will increase the potential for export and employment
growth beyond the mass beach destinations. This includes technical assistance and
training for the development of small, locally owned and operated hotels and other
services that make tourism work in not yet developed and non-traditional tourist
areas of the country. Also, these activities require particular effort on covering the
infrastructure needs and inadequacies with the demands of the tourism sector.
Better roads and accessibility to attractions should be among the first priorities of
the government. Every management plan regarding combining the cultural and
environmental assets of Bulgaria can promote the sustainable use not only for
tourism but for sustaining the agriculture (farming and fishing), the academic
research and the education (Gorica, Kripa, & Luci, 2010). Therefore Bulgaria will
benefit especially in educational level as a clear assessment of the strategic skills
needs in tourism is required. A review of the curriculum of specialist colleges to
make sure that it meets the needs of contemporary tourism businesses enhances
Bulgaria’s competitiveness in labor field. In a nutshell the development of alternative
tourism and its resulting effects (rise in employment, improvement of rural area’s
promotion, development of infrastructure and quality in education) can boost
competitiveness and lead to business profitability (Georgiev, lvanova, Stoicheva, &
Kostov, 2005).

** http://www.investbulgaria.com/infoNews.php?id=501
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CHAPTER VIII- CONCLUSION

One of the principle purposes of this survey was to evaluate the national
competiveness of Bulgaria's economy. Two international competitiveness indexes
served as a guideline, through their global rankings, for a comparative analysis
estimating national economic policies and the overall investment climate. The
analysis was based on the two specific instruments because, as the WEF states, the

Global Competitiveness Report includes comprehensive listings of the main
strengths and weaknesses of the countries making it possible to identify key
priorities for policy reform (Porter et al, 2007) or alternatively as the World Bank
affirms: the importance of the Doing Business Report is that "its analysis helps in
setting priorities for reform and in designing improvements to indicators'. Within
this framework Bulgaria is the 4™ most competitive country in the Balkans while it is
among the last in the EU27. Regarding the Doing Business Report, the country also

recorded the 4™ place regionally and 21% globally.

Considering the Ease of Doing Business Index it can be assumed that Bulgaria
made improvements in several areas; paying taxes by reducing employer
contribution rates for social security, in starting a business by reducing the minimum
capital requirement and in trading across borders by introducing electronic methods
(EDB, 2011). Dealing with construction permits, however, remains an area where
Bulgaria continues to lag behind globally. According to the Global Competitiveness
Report, state institutions with an influence on the business environment have
improved their performance, but the condition of private sector companies has
deteriorated in terms of technological readiness, level of business development,
innovation, infrastructure and other indicators. At the same time financial markets,
market efficiency, labor, education and training got higher marks in the latest report.

In a nutshell, the purpose of the study was to reveal investments
opportunities provided in the country. A more particular conclusion on the economic
aspect of Bulgaria is that there are many strong platforms regarding the
manufacturing and the real estate sector and more recently in the field of services
and utilities (Georgieva, Ferrazzi, Pavlov, & Revoltella, 2007). Bulgaria is a country
with extremely low real estate and land prices compared with Western European
and most Eastern European States. Many investors have been already attracted by
the extraordinary capital returns. With excellent property prices and high capital
growth projections, combined with Bulgaria’s natural, purchasers of investment
property in Bulgaria continues to see this Eastern European location as one of the
world’s top markets. Other contributing factors to the good investment climate are
the good traditions in some sectors like textiles, food and beverages and tourism as
well as the geographical proximity to the export markets (Georgieva, Ferrazzi,
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Pavlov, & Revoltella, 2007). Additionally, as part of the EU, Bulgaria experiences the
EU market with practically no barriers to trade and competition.

The country provides a very supportive legal framework for investments too.
The majority of the investment incentives are stipulated in the Investment
Promotion Act, while there is also a favorable Tax regime. It is worth mentioning that
for the country, as a member of the EU, subsidies are available from various
European programs. In addition, the Invest Bulgaria Agency as well as many non-
governmental organizations also provide useful information and advices to future
investors.

But, despite excellent growth figures experienced over the past decade,
Bulgaria continues to faces many challenges. Basically, individual measures were
examined in the analysis of the indicators in order to identify specific opportunities
for reform. Overall recommendations stated above for the upgrading of its
competitiveness can be summarized in the following way: regulatory and
administrative reforms, financing infrastructure projects, investments in human
capital for promoting innovation, also industrial clusters and the establishment of a
National Competitiveness Council.

Combining the assumptions in the rankings results, Bulgaria is an emerging
market with a huge potential for investment and overcoming the current problems
can unlock many opportunities. The aforementioned attempts have proven that they
have improved the situation for businesses in Bulgaria over the last decade. Even
bigger gains are possible, once there is a focus on national strategic moves. The
country offers foreign investors some of the world's most competitive business
costs. For those who are interested in starting a new business in the Balkans region,
the country clearly offers an immense investing advantage being the 3" most
attractive FDI destination. Bearing in the mind the challenges noted above, business
in Bulgaria has many advantages and disadvantages to its disposal and the people
planning to do business in Bulgaria should consider the drawbacks and approach the
market with caution.
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APPENDIX: Tables

Table 1: Global Competitiveness Index: EU27

2004 2005 2006 2007/2008 2008/2009 2009/2010 2010/2011 2011

Country/ EU27 Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score
1 | Finland 1 5,95 1 5,94 2 5,76 6 5,49 6 5,5 6 5,43 7 5,37 4 5,47
2 | Sweden 3 5,72 3 5,65 3 5,74 4 5,54 4 5,53 4 5,51 2 5,56 3 5,61
3 | Denmark 5 5,66 4 5,65 4 5,7 3 5,55 3 5,58 5 5,46 9 5,32 8 5,4
4 | Germany 13 5,28 15 51 8 5,58 5 5,51 7 5,46 7 5,37 5 5,39 6 5,41
5 | Netherlands 12 53 11 5,21 9 5,56 10 5,4 8 5,41 10 5,32 8 5,33 7 5,41
6 | United Kingdom 11 53 13 511 10 5,54 9 5,41 12 53 13 5,19 12 5,25 10 5,39
7 | Austria 17 5,2 21 4,95 17 5,32 15 5,23 14 5,23 17 5,13 18 5,09 19 5,14
8 | France 27 4,92 30 4,78 18 5,31 18 5,18 16 5,22 16 5,13 15 5,13 18 5,14
9 | Belgium 25 4,95 31 4,63 20 5,27 20 51 19 5,14 18 5,09 19 5,07 15 5,2
10 | Ireland 30 4,9 26 4,86 21 5,21 22 5,03 22 4,99 25 4,84 29 5,74 29 4,77
11 | Luxembourg 26 4,95 25 4,9 22 5,16 25 4,88 25 4,85 21 4,96 20 5,05 23 5,03
12 | Estonia 20 5,08 20 4,95 25 5,12 27 4,74 32 4,67 35 4,56 33 4,61 33 4,62
13 | Spain 23 5 29 4,8 28 4,77 29 4,66 29 4,72 33 4,59 42 4,49 36 4,54
14 | Czech Republic 40 4,55 38 4,42 29 4,74 33 4,58 33 4,62 31 4,67 36 4,57 38 4,52
15 | Slovenia 33 4,75 32 4,59 33 4,64 39 4,48 42 4,5 37 4,55 45 4,42 57 4,3
16 | Portugal 24 4,96 22 4,91 34 4,6 40 4,48 43 4,47 43 4,4 46 4,38 45 4,4
17 | Latvia 44 4,43 44 4,29 36 4,57 45 4,41 54 4,26 68 4,06 70 4,14 64 4,24
18 | Malta 32 4,79 35 4,54 39 4,54 56 4,21 52 4,31 52 4,3 50 4,34 51 4,33
19 | Lithuania 36 4,57 43 4,3 40 4,53 38 4,49 44 4,45 53 4,3 47 4,38 44 4,41
20 | Hungary 39 4,56 39 4,38 41 4,52 47 4,35 62 4,22 58 4,22 52 4,33 48 4,36
21 | Italy 47 4,27 47 4,21 42 4,46 46 4,36 49 4,35 48 4,31 48 4,37 43 4,43
22 | Cyprus 38 4,56 34 4,54 46 4,36 55 4,23 40 4,53 34 4,57 40 4,5 47 4,36
23 | Greece 37 4,56 46 4,26 47 4,33 65 4,08 67 4,11 71 4,04 83 3,99 90 3,92
24 | Poland 60 3,98 51 4 48 4,3 51 4,28 53 4,28 46 4,33 39 4,51 41 4,46
25 | Romania 63 3,86 67 3,67 68 4,02 74 3,97 68 4,1 64 4,11 67 4,16 77 4,08
26 | Bulgaria 59 3,98 58 3,83 72 3,96 79 3,93 76 4,03 76 4,02 71 4,13 74 4,16
27 | Slovak Republic 43 4,43 41 4,31 37 4,55 41 4,45 46 4,4 47 4,31 60 4,2 69 4,19

Average 29,93 | 4,83 | 30,59 | 4,70 | 29,59 | 4,89 | 33,41 | 4,74 | 34,30 | 4,75 | 34,74 | 4,70 | 36,04 | 4,73 | 37,00 | 4,71
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Table 2: Global Competitiveness Index: Balkans

2004 2005 2006/07 2007/08 2008/9 2009/10 2010/11 2011/12

SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK
Balkans 12
Slovenia 4,75 33 4,59 32 4,64 33 4,48 39 4,50 42 4,55 37 4,42 45 43 57
Montenegro - - - - - - 3,91 82 4,11 65 4,16 62 4,36 49 43 60
Turkey 3,82 66 3,68 66 4,14 59 4,25 53 4,15 63 4,16 61 4,25 61 4,3 59
Romania 3,86 63 3,67 67 4,02 68 3,97 74 4,10 68 4,11 64 4,16 67 4,1 77
Bulgaria 3,98 59 3,83 58 3,96 72 3,93 79 4,03 76 4,02 76 4,13 71 4,2 74
Croatia 3,94 61 3,74 62 4,26 51 4,20 57 4,22 61 4,03 72 4,04 77 4,1 76
FYROM 3,34 84 3,26 85 3,86 80 3,73 94 3,87 89 3,95 84 4,02 79 4,1 79
Greece 4,56 37 4,26 46 4,33 47 4,08 65 4,11 67 4,04 71 3,99 83 3,9 90
Albania - - 3,07 100 3,46 98 3,48 109 3,55 108 3,72 96 3,94 88 4,1 78
Moldova - - 3,37 82 3,71 86 3,64 97 3,75 95 - - 3,86 94 3,9 93
Serbia - - - - - - 3,78 91 3,90 85 3,77 93 3,84 96 3,9 95
BiH 3,38 81 3,17 95 3,67 89 3,55 106 3,56 107 3,53 109 3,70 102 3,8 100
Serbia and
Montenegro 3,23 89 3,38 80 3,69 87 - - - - - - - - - -
Average 3,87 63,67 3,64 70,27 3,98 70,00 3,92 78,83 3,99 77,17 4,00 75,00 4,06 76,00 4,08 78,17
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Table 3: Global Competitiveness Index: EU27 Pillars

BASIC 3.MACROECONOMIC 4. HEALTH AND EFFICIENCY 5. HIGHER EDUCATION 6. GOODS MARKET 7. LABOR MARKET 8. FINANCIAL MARKET  9.TECHNOLOGICAL INNOVATION AND 11 BUSINESS
EU.27 REQU'REMENTS 1.INSTITUTIONS 2. INFRASTRUCTURE ENVIRONMENT PRIMARY EDUCATION ENHANCERS AND TRAINING EFFICIENCY EFFICIENCY DEVELOPMENT READINESS 10. MARKET SIZE SOP::-I;SCT'!;?.;ION SOPHISTICATION 12. INNOVATION

CountrY RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE RANK SCORE
Sweden 4 606 2 606 13 574 13 608 18 635 7 533 2 58 7 521 25 48 11 524 2 629 31 45 2 579 2 58 2 576
Finland 5 602 4 598 19 562 20 571 1 676 5 543 16 547 19 497 7 536 20 494 8 608 6 577 5 553 4 566 7 539
Germany 1 58 19 527 2 635 30 543 23 627 8 529 8 566 9 517 23 48 23 48 5 613 18 510 4 55 9 54 3 572
Denmark 8 58 5 594 10 58 31 539 28 624 9 527 57 16 506 6 539 17 501 4 62 53 421 9 53 5 558 12 503
Netherlands 7 58 10 561 7 602 36 634 7 654 13 518 573 26 479 64 441 39 454 14 561 5 600 8 531 6 553 10 51

luembourg 6 59 8 567 21 561 15 604 25 626 10 519 6,09 21 489 15 494 9 534 12 575 54 415 12 517 8 541 13 494
Austria 18 565 20 524 18 564 33 539 19 632 17 509 20 524 38 45 8 438 18 500 13 563 7 574 13 512 7 546 16 479
France 23 557 28 500 4 630 8 460 16 637 15 513 5 575 14 506 44 461 28 476 11 58 26 478 14 506 11 53 15 483
United Kingdom 21 56 15 534 6 609 8 454 14 642 19 494 18 538 20 489 29 476 31 464 15 54 35 458 17 493 14 514 17 472
Belgium 22 558 27 503 17 565 60 490 2 675 23 48 40 469 2 544 41 463 8 534 9 600 96 304 20 475 21 498 21 452
Estonia 27 541 29 499 40 471 21 571 26 626 28 467 22 515 13 510 17 490 115 344 17 534 56 412 23 465 22 493 23 437
Cyprus 32 52 36 476 31 501 64 481 13 645 29 463 30 495 36 458 42 462 53 431 31 482 40 448 32 409 36 442 33 3,77
Slovenia 39 512 55 408 37 48 35 534 24 626 30 461 31 495 52 436 S8 448 34 460 48 418 20 508 30 418 26 485 43 351
Ireland 37 52 23 519 29 512 118 401 12 649 32 458 32 490 66 423 119 384 64 414 28 495 13 544 45 387 49 419 40 3,55
Spain 38 518 49 427 12 58 84 460 44 604 36 452 23 515 29 474 16 492 41 451 27 495 100 2,89 48 383 48 419 45 348
Malta 40 512 38 469 47 452 51 504 29 622 46 432 39 470 27 478 60 444 25 48 41 436 103 28 38 398 50 419 32 377
Portugal 44 5 51 420 23 548 111 421 34 612 44 438 53 450 51 436 59 447 47 444 37 454 58 399 33 403 34 451 39 355
CzechRepublic 45 49 84 365 36 48 43 517 51 591 42 439 45 466 55 432 66 438 63 415 36 455 52 424 37 398 53 416 30 381
Italy 47 484 88 361 32 501 92 447 20 628 39 442 35 48 62 427 122 379 78 398 19 531 45 435 49 383 42 428 51 338
Lithuania 49 482 62 394 43 464 73 471 46 599 40 441 41 469 59 430 123 377 97 373 42 434 9 560 50 378 54 413 48 343
Slovak Republic 60 4,66 101 346 57 423 56 492 43 604 51 423 21 516 48 437 102 400 102 362 32 454 58 399 57 364 60 406 58 323
Poland 56 47 52 417 74 38 74 471 40 606 47 432 37 481 34 461 103 399 15 511 26 505 127 233 52 375 69 3,88 34 362
Hungary 66 46 66 38 61 412 93 446 49 594 48 431 26 508 64 425 54 453 89 386 34 470 79 346 71 346 63 4 96 2091
Latvia 55 472 73 379 46 452 67 477 54 581 62 409 55 442 9 39 92 410 84 391 60 376 44 439 81 339 77 379 88 2,98
Greece 80 436 9 352 45 454 140 329 37 609 65 406 46 466 107 3,88 126 3,63 110 352 47 421 42 442 64 353 71 384 59 321
Bulgaria 74 446 110 332 87 362 46 513 57 580 54 420 34 484 60 428 47 459 60 417 46 426 95 305 99 32 102 3,48 95 291
Romania 89 428 99 349 95 337 87 45 66 572 59 410 70 416 86 408 56 449 75 399 50 411 64 38 96 324 96 355 93 294
Average 137,15] 5,21 [46,30] 4,60 [33,78] 508 [61,52] 4,97 29,56 6,21 [32,52] 4,66 [28,26] 5,08 [41,37] 4,61 [56,44] 4,48 [50,22] 4,44 |26,44] 5,07 [49,48] 4,31 [37,37] 4,33 [38,48] 4,62 [37,89] 4,05

59




Table 4: Global Competitiveness Index: Balkans Pillars

4.HEALTHAND

5. HIGHER

6.GOODS

8. FINANCIAL

INNOVATION AND

Balkans BASIC Lnstrions | 2 newssaucruge | ACROECONOMC) o EFFICENCY | anonmo | ey [ USORMARET) e BTECHOLOSEAL e | sommsnanon | 23S | wouanon
REQUIREMENTS ENVIRONMENT 1 coucamion | ENHANCERS | roung | errcency | T | pevelopwenr | e acrors |0 CATION

Economy | RANK | SCORE [RANK| SCORE [RANK| SCORE | RANK|SCORE [RANK|SCORE|RANKSCORE RANK|SCORE [RANKSCOREIRANKSCORE RANK|SCORE|RANK|SCORE{RANKSCORERANK| SCORE [RANKSCOREIRANKSCORE
Slovenia 39 | 51 |55 41 |37 48 |35 | 53 | 2416351 422052 |48 |44 (102(40(202( 3632|4880 344539 |49(42]40]36
Montenegro| 57 | 47 |42 | 45 | 63| 40 | 94 | 45 |59 |58 |63 |41 48| 46 |39 | 45|45 |46| 35| 46 53|40 ({13020{ 59| 36 |70 38|50 |34
Turkey 64 | 46 |80 | 37 |51 | 44 | 69 | 48 | 5|56 |52 |42 | 74| 40 | 47 |44 1333555 | 43 [ 55|39 (17 (52|58 | 36 |58 (41|69 |31
Romania 8 | 43 | 99| 35 [ 95| 34 | & |45 |66 57|62 4155|4419 [40]92 418 |39 |60 |38 |44 44199 32 |102(35]9% |29
Bulgaria 74 | 45 [ 110 33 |8 | 36 |46 | 51 |57 (58|59 |41 70| 42 |8 [41|56 |45 75|40 |50 |41 |64 (389|329 [36]93]29
Croatia 52 | 48 | 90| 36 |39 47 | 70 | 48 |48 (60| 72 |40 |56 | 44 | 11438 116139 |8 |39 |38 | 45|72 36| 8 | 34 |8 [37] 76|31
FYROM 69 | 46 | 81| 37 |8 | 37 |37 |53 |80 |[55(87 (38|80 |40 (634372 (4382 (39|67 |37 (20728104 31 [105]35]105]28
Greece 80 | 44 | 9% | 35 |45 | 45 | 140 | 33 [ 37|61 |65 41| 46| 47 (10739 (126(36 (110 | 35 |47 |42 (42 (4481 | 34 |77(38]8 |30
Albania 70| 45 | 57| 40 | 72| 39 | 8 | 45 | 65 (57| 8 |39 (8 | 40 |43 |45]49 |46 (107| 36 | 62| 38 10129 |102| 32 | 78 |38 |123] 26
Moldova 102 | 41 [106] 34 | 9% | 33 |103| 43 |8 |55 ([103|36|8 |39 |R 3975 [43|105(36 78|35 /(122]|24(127| 29 |[117|33|128] 24
Serbia 88 | 43 |[1201| 32 |8 | 37 | 91 | 45 |52 (58|90 |37 |8 |40 1323511239 9% |37 |71 36|70 |36|118| 30 [130(31] 97|29
BiH 9 | 42 |[109| 33 |99 32 | 78 | 46 |58 (58 (102|368 | 39 |115(38 |8 |42 (124|33 | 733697 (30/]108| 3,1 |108 |34 |104|28
Average | 73,08 | 451 (8717 3,65 |(71,17| 393 |78,00 4,63 |58,92| 580 |74,00| 3,95 65,17 4,28 (82,33| 4,09 88,58 4,13 |88,50| 3,83 |57,17| 3,96 |78,83| 3,46 [89,92| 3,30 |89,83| 3,65 |89,00] 2,96
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Table 5: Ease of Doing Business Index: Balkans

ECONOMY 2005 2006 2007 2008 2009 2010 2011
1 | Albania 117 120 136 86 82 82 82
2 | BiH 87 95 105 119 116 110 125
3 | Bulgaria 62 54 46 45 44 51 59
4 | Croatia 118 124 97 106 103 84 80
5| FYROM 81 92 75 71 32 38 22
6 | Greece 80 109 100 96 109 109 100
7 | Moldova 83 103 92 103 94 90 81
8 | Montenegro 92 70 81 90 71 66 56
9 | Romania 78 49 48 47 55 56 72
10 | Serbia 92 68 86 94 88 89 92
11 | Slovenia 63 61 55 54 53 42 37
12 | Turkey 93 91 57 59 73 65 71
13 | Kosovo - - - - - - 117

AVERAGE 87,17 | 86,33 | 81,50 | 80,83 | 76,67 | 73,50 | 76,46
MUMBER OF ECONOMIES 155 175 178 181 183 183 183
NUMBER OF PILLARS 10 10 10 10 10 9 10
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Table 6: Ease of Doing Business Index: Balkans Pillars

Eas? of . Dealing with . N . : : Trading i i
Doing Starting a . Getting Registering Getting Protecting Paying Enforcing Resolving
ECONOMY Business Business Construf:tlon Electricity Property Credit Investors Taxes Across Contracts | Insolvency
Rank Permits Borders
1 FYROM 22 6 61 121 49 24 17 26 67 60 55
2 Slovenia 37 28 81 27 79 98 24 87 50 58 39
3 Montenegro 56 47 173 71 108 8 29 108 34 133 52
q Bulgaria 59 49 128 133 66 8 46 69 91 87 90
5 Turkey 71 61 155 72 44 78 65 79 80 51 120
6 Romania 72 63 123 165 70 8 46 154 72 56 97
7 Croatia 80 67 143 56 102 48 133 32 100 48 94
8 Moldova 81 88 164 160 18 40 111 83 134 26 91
9 Albania 82 61 183 154 118 24 16 152 76 85 64
10 | Serbia 92 92 175 79 39 24 79 143 79 104 113
11 | Greece 100 41 41 77 150 78 155 83 84 90 57
12 | BiH 125 162 163 157 100 67 97 110 108 125 80
13 | Kosovo 117 168 171 124 73 24 174 46 131 157 31
AVERAGE 76,46 71,77 135,46 107,38 78,15 40,69 76,31 90,15 85,08 83,08 75,62
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Ease of

Table 7: Ease of Doing Business Index: EU27 Pillars

Dealing with

Trading

ECONOMY | baing |58 2 construction | F2leR | 2Rl | L wesors | toves | 257955 | Contracts | msameny
Business Permits Borders
1|Denmark 5 31 10 13 11 24 29 14 7 32 9
2|United 7 19 22 60 68 10 24 13 21
3|Ireland 10 13 27 90 81 8 5 5 21 62 10
4|Finland 11 39 45 25 25 40 65 28 11 5
5|Sweden 14 46 23 8 19 48 29 50 54 19
6|Germany 19 98 15 77 24 97 89 12 8 36
7|Latvia 21 51 112 84 32 4 65 67 15 17 32
8|Estonia 24 44 89 48 13 40 166 51 3 29 72
9|Lithuania 27 101 47 81 7 48 65 62 28 15 40
10|Belgium 28 36 51 87 174 48 17 77 36 20 8
11|France 29 25 30 62 149 48 79 58 24 6 46
12|Portugal 30 26 97 34 31 126 46 78 26 22 22
13|Netherlands 31 79 99 67 48 48 111 43 13 28 7
14|Austria 32 134 76 21 35 24 133 82 25 9 21
15|Slovenia 37 28 81 27 79 98 24 87 50 58 39
16|Cyprus 40 33 78 96 123 78 29 37 19 105 23
17|Spain 44 133 38 69 56 48 97 48 55 54 20
18(Slovak 48 76 50 102 10 24 111 130 95 71 35
19|Luxembourg 50 81 33 63 134 150 122 17 31 1 49
20{Hungary 51 39 55 103 43 48 122 117 74 19 66
21|Bulgaria 59 49 128 133 66 46 69 91 87 90
22|Poland 62 126 160 64 89 46 128 46 68 87
23|Czech 64 138 68 148 34 48 97 119 70 78 33
24{Romania 72 63 123 165 70 8 46 32 72 56 97
25(Italy 87 77 96 109 84 98 65 134 63 158 30
26|Greece 100 135 41 77 150 78 155 83 108 90 57
27|Malta X X X X X X X X X X X

63




Table 8: Ease of Starting a Business: Balkans

ECONOMY Startini:anusiness Procedures| Time | Cost | Paid-in Min. Capital
1{FYROM 6 3 2.4 0.0
2|Slovenia 28 2 0.0 43.6
3|Montenegro 47 6 10 1.8 0.0
4|Bulgaria 49 4 18 1.5 0.0
5|Albania 61 5 29.0 0.0
6|Turkey 61 6 11.2 8.7
7|Romania 63 6 14 3.0 0.8
8|Croatia 67 6 7 8.6 13.8
9|Moldova 88 4 18 1.5 0.0

10|Serbia 92 7 13 7.8 6.0
11|Greece 135 10 10 | 201 22.8
12(BiH 162 12 40 | 17.0 29.4
13|Kosovo 168 10 58 | 26.7 104.6
Table 9: Ease of Dealing with Construction Permits: Balkans
Dealing with
ECONOMY Construction | Procedures Time Cost
Permits Rank

1|Greece 41 14 169 3.4

2|FYROM 61 10 117 552.7

3|Slovenia 81 13 199 64.9

4|Romania 123 16 287 73.0

5|Bulgaria 128 23 120 317.0

6|Croatia 143 12 317 591.1

7|Turkey 155 24 189 197.7

8|BiH 163 18 181 1,112.9

9|Moldova 164 27 291 79.2
10|Montenegro 173 17 267 1,469.9
11|Serbia 175 19 279 1,603.8
12|Albania 183 no practice no practice no practice
13|Kosovo 171 17 301 775.8
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Table 10: Ease of Getting Electricity: Balkans

ECONOMY G?t.t ing Procedures Time Cost
Electricity Rank
1|Slovenia 27 5 38 119.1
2|Croatia 56 5 70 328.6
3IMontenegro 71 5 71 5334
4{Turkey 72 5 70 624.4
5|Greece 77 6 77 59.2
6/Serbia 79 4 131 545.7
7\FYROM 121 5 151 847.4
8|Bulgaria 133 6 130 366.6
9|Albania 154 6 177 585.6
10|BiH 157 8 125 497.6
11{Moldova 160 7 140 660.6
12[Romania 165 7 223 556.9
13|Kosovo 124 7 60 1016.8
Table 11: Ease of Registering Property: Balkans
ECONOMY Registering Procedures Time Cost
Property Rank
1(Moldova 18 5 5 0.9
2|Serbia 39 6 11 2.8
3[Turkey 44 6 6 3.3
4|FYROM 49 4 40 3.1
5(Bulgaria 66 8 15 3.0
6/Romania 70 8 26 1.2
7|Slovenia 79 5 110 2.0
8|BiH 100 7 33 5.3
9|Croatia 102 5 104 5.0
10|Montenegro 108 7 71 3.1
11(Albania 118 6 33 11.9
12|Greece 150 11 18 12.0
13|Kosovo 73 8 33 0.6
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Table 12: Ease of Getting Credit: Balkans

. Strength of | Depth of Credit Pu?lic Private
ECONOMY | | Il | nformation | (OEPC, | coutse
(%of adults) | (%of adults)
1|Bulgaria 8 8 6 52.8 28.8
2|Montenegro 8 10 4 26.4 0.0
3|Romania 8 9 5 15.2 42.0
4/Albania 24 9 4 12.0 0.0
5|FYROM 24 7 6 343 68.3
6/Serbia 24 8 5 0.0 100.0
7|Moldova 40 8 4 0.0 3.0
8|Croatia 48 6 5 0.0 100.0
9|BiH 67 5 5 353 39.6
10|Greece 78 4 5 0.0 82.4
11(Turkey 78 4 5 23.8 60.5
12(Slovenia 98 4 4 3.3 100.0
13|Kosovo 24 8 5 20.5 0
Table 13: Protecting Investors: Balkans
protecting | Ewtentof | (o0 | e
ECONOMY Investors | Disclosure o . )
Rank Index (0-10) Liability suits index | protection
Index (0-10) (0-10) index (0-10)
1|Albania 16 8 9 5 7.3
2|FYROM 17 9 7 5 7.0
3|Slovenia 24 3 9 8 6.7
4{Montenegro 29 5 8 6 6.3
5|Bulgaria 46 10 1 7 6.0
6]JRomania 46 9 5 4 6.0
7|Turkey 65 9 4 4 5.7
8|Serbia 79 7 6 3 5.3
9|BiH 97 3 6 6 5.0
10{Moldova 111 7 1 6 4.7
11|Croatia 133 1 5 6 4.0
12|Greece 155 1 4 5 3.3
13|Kosovo 174 3 2 3 2.7
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Table 14: Paying Taxes: Balkans

Paying | Payments (;:::(:s Profit Lab::; tax Other | Total tax
ECONOMY taxes | (number per tax contributions taxes | rate .(%
Rank | peryear) year) (%) (%) (%) profit)
1JFYROM 26 28 119 6.3 0.0 3.4 9.7
2|Croatia 32 17 196 | 11.5 19.4 1.5 323
3|Bulgaria 69 17 500 4.9 19.2 4.1 28.1
4{Turkey 79 15 223 | 17.9 18.8 4.4 41.1
5|Greece 83 10 224 | 134 31.7 1.4 46.4
6/Moldova 83 48 228 0.0 30.6 0.7 31.3
7|Slovenia 87 22 260 | 14.1 18.2 2.4 34.7
8|Montenegro| 108 42 372 7.1 12.8 2.4 22.3
9|BiH 110 40 422 7.1 12.6 53 25.0
10|Serbia 143 66 279 | 11.6 20.2 2.2 34.0
11/Albania 152 44 371 8.7 25.0 4.8 38.5
12[Romania 154 113 222 | 104 31.8 2.2 44.4
13|Kosovo 46 33 164 n/a n/a n/a 15.4
Table 15: Trading Across Borders: Balkans
-I:sfc::sg Documents | Time to ex:):g:tt (tSSS Doc.uments Titn;e :ch:sptotc;
ECONOMY Borders to export | export per to import import| (US$ per
Rank (number) | (days) container) (number) (days) | container)
1|{Montenegro 34 6 14 805 6 14 915
2|Slovenia 50 6 16 710 8 15 765
3|[FYROM 67 6 12 1,38 6 11 1,38
4|Romania 72 5 12 1,49 6 13 1,5
5|Albania 76 7 19 745 8 18 730
6/Serbia 79 6 12 1,43 6 14 1,61
7[Turkey 80 7 14 990 8 15 1,06
8|Greece 84 5 20 1,15 6 25 1,27
9|Bulgaria 91 5 21 1,55 6 17 1,67
10|Croatia 100 7 20 1,3 8 16 1,18
11|BiH 108 8 15 1,24 9 16 1,2
12{Moldova 134 6 32 1,55 7 35 1,74
13|Kosovo 131 8 17 2,270 8 16 2,280
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Table 16: Ease of Enforcing Contracts: Balkans

ECONOMY Co::rfaocrt?llkgank P(r::;dbt;rrt;s Time (days) | Cost (%of claim)
1|Moldova 26 352 28.6 30
2|Croatia 48 561 13.8 38
3|Turkey 51 420 27.9 36
4]Romania 56 512 28.9 31
5|Slovenia 58 1,29 12.7 32
6|FYROM 60 370 31.1 37
7|Albania 85 390 35.7 39
8|Bulgaria 87 564 23.8 39
9iGreece 90 819 14.4 39

10|Serbia 104 635 31.3 36
11|BiH 125 595 40.4 37
12|Montenegro 133 545 25.7 49
13|Kosovo 157 53 420 61.2
Table 17: Ease of Resolving Insolvency: Balkans
Resolvin Recovery Rate
ECONOMY Insolvemi/ Time (years) Cost (%of (Cents oyn the
Rank estate) dollar)
1|Slovenia 39 2.0 4 51.1
2IMontenegro 52 2.0 8 43.3
3|[FYROM 55 2.0 10 42.0
4]|Greece 57 2.0 9 41.8
5|Albania 64 2.0 10 40.2
6|BiH 80 3.3 9 35.0
7|Bulgaria 90 3.3 9 31.4
8|Moldova 91 2.8 9 31.3
9|Croatia 94 3.1 15 29.7
10JRomania 97 3.3 11 28.6
11|Serbia 113 2.7 23 24.4
12[Turkey 120 3.3 15 22.3
13|Kosovo 31 2.0 15 57.4
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Table 18: Ease of Doing Business Index: EU27

ECONOMY 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
1|Austria 32 30 25 27 28 32 32
2|Belgium 18 20 19 19 22 25 28
3|Bulgaria 62 54 46 45 44 51 59
4]|Cyprus X X X X 40 37 40
5|Czech Republic 41 52 56 75 74 63 64
6|Denmark 8 7 5 5 6 6 5
7|Estonia 16 17 17 22 24 17 24
8|Finland 13 14 13 14 16 13 11
9|France 44 35 31 31 31 26 29

10|Germany 19 21 20 25 25 22 19
11|Greece 80 109 100 96 109 109 100
12|Hungary 52 66 45 41 47 46 51
13(Ireland 11 10 8 7 7 9 10
14|ltaly 70 82 53 65 78 80 87
15|Latvia 26 24 22 29 27 24 21
16|Lithuania 15 16 26 28 26 23 27
17|Luxembourg X X 42 50 64 45 50
18|Malta X X X X X X X
19|Netherlands 24 22 21 26 30 30 31
20|Poland 54 75 74 76 72 70 62
21|Portugal 42 40 37 48 48 31 30
22|[Romania 78 49 48 47 55 56 72
23|Slovak Republic 37 36 32 36 42 41 48
24{Slovenia 63 61 55 54 53 42 37
25[Spain 30 39 38 49 62 49 44
26/Sweden 14 13 14 17 18 14 14
27]United Kingdom 9 6 6 6 5 4 7

AVERAGE 35,75 | 37,42 | 34,12 | 37,52 | 40,5 | 37,12 | 38,54

NUMBER OF
ECONOMIES 155 175 178 181 183 183 183
NUMBER OF PILLARS 10 10 10 10 10 9 10
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Table 19: Ease of Starting a Business: EU27

Starting a . Paic.:l-in
ECONOMY . Procedures Time Cost Min.
Business RANK .
Capital

1lireland 13 4 13 04 0.0
2|United Kingdom 19 6 13 0.7 0.0
3|France 25 5 7 0.9 0.0
4|Portugal 26 5 5 23 0.0
5/Slovenia 28 2 6 0.0 43.6
6|Denmark 31 4 6 0.0 25.0
7|Cyprus 33 6 8 13.1 0.0
8|Belgium 36 3 4 5.2 18.9
9{Finland 39 3 14 1.0 7.3
10[Hungary 39 4 4 7.6 9.7
11|Estonia 44 5 1.8 24.4
12|Sweden 46 3 15 0.6 14.0
13|Bulgaria 49 4 18 1.5 0.0
14|Latvia 51 4 16 2.6 0.0
15]Romania 63 6 14 3.0 0.8
16{Slovak Republic 76 6 18 1.8 20.9
17|Italy 77 6 6 18.2 9.9
18|Netherlands 79 6 8 5.5 50.4
19|Luxembourg 81 6 19 1.9 21.2
20|Germany 98 9 15 4.6 0.0
21|Lithuania 101 6 22 2.8 35.7
22|Poland 126 6 32 17.3 14.0
23|Spain 133 10 28 4.7 13.2
24|Austria 134 8 28 5.2 52.0
25|Greece 135 10 10 20.1 22.8
26|Czech Republic 138 9 20 8.4 30.7

Malta

x
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Table 20: Ease of Dealing with Construction Permits: EU27

Dealing with
ECONOMY Construction Procedures Time Cost
Permits Rank
1|Denmark 10 5 67 59.1
2iGermany 15 9 97 49.7
3|United Kingdom 22 9 99 63.8
4|Sweden 23 7 116 81.6
5|lreland 27 10 141 33.1
6|France 30 10 184 13.6
7|Luxembourg 33 12 157 19.5
8|Spain 38 8 182 51.8
9|Greece 41 14 169 3.4
10|Finland 45 16 66 66.6
11|Lithuania 47 15 142 25.5
12{Slovak Republic 50 11 286 7.2
13|Belgium 51 12 169 53.6
14]Hungary 55 29 102 5.8
15|Czech Republic 68 33 120 10.9
16(Austria 76 13 194 60.8
17]|Cyprus 78 9 677 47.5
18|Slovenia 81 13 199 64.9
19|Estonia 89 13 148 278.6
20|Italy 96 11 258 138.1
21|Portugal 97 14 255 47.2
22|Netherlands 99 15 176 107.8
23|Latvia 112 23 205 21.0
24|Romania 123 16 287 73.0
25|Bulgaria 128 23 120 317.0
26|Poland 160 30 301 53.6
27|Malta X X X X
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Table 21: Ease of Getting Electricity: EU27

ECONOMY Elecfr‘ie:ittl;‘lgkank Procedures Time Cost
liGermany 2 3 17 49.9
2|Sweden 8 3 52 20.7
3|Denmark 13 4 38 120.6
4|Austria 21 5 23 110.8
5|Finland 25 5 53 31.7
6/Slovenia 27 5 177 242.2
7|Portugal 34 5 64 54.6
8|Estonia 48 4 111 222.5
9|United Kingdom 60 5 109 72.3

10|France 62 5 123 40.2
11|Luxembourg 63 5 120 58.8
12|Poland 64 4 143 209.3
13|Netherlands 67 5 143 30.7
14|Spain 69 5 101 231.9
15|Greece 77 6 77 59.2
16|Lithuania 81 5 148 63.3
17|Latvia 84 5 108 439.1
18|Belgium 87 6 88 95.3
19(Ireland 90 5 205 91.1
20|Cyprus 96 5 247 95.3
21|Slovak Republic 102 5 177 242.2
22|Hungary 103 5 252 120.3
23(ltaly 109 5 192 327.2
24|Bulgaria 133 6 130 366.6
25|Czech Republic 148 6 279 186.2
26/|Romania 165 7 223 556.9
27|Malta X X X X
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Table 22: Ease of Registering Property: EU27

ECONOMY Pzepg;::\jr:;ik Procedures Time Cost
1)Lithuania 7 3 3 0.8
2|Slovak Republic 10 3 17 0.0
3|Denmark 11 3 16 0.6
4]Estonia 13 3 18 04
5|Sweden 19 1 7 4.3
6/Finland 25 3 14 4.0
7|Portugal 31 1 1 7.3
8|Latvia 32 5 18 2.0
9|Czech Republic 34 4 25 3.0

10]Austria 35 3 21 4.6
11|Hungary 43 4 17 5.0
12|Netherlands 48 5 7 6.1
13|Spain 56 5 13 7.1
14|Bulgaria 66 8 15 3.0
15|United Kingdom 68 6 29 4.7
16JRomania 70 8 26 1.2
17|Germany 77 5 40 5.2
18|Slovenia 79 5 110 2.0
19|Ireland 81 5 38 6.5
20]ltaly 84 7 27 4.5
21|Poland 89 6 152 0.4
22|Cyprus 123 6 42 10.3
23|Luxembourg 134 8 29 10.1
24|France 149 8 59 6.1
25|Greece 150 11 18 12.0
26/Belgium 174 8 64 12.7
27|Malta X X X
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Table 23: Ease of Getting Credit: EU27

Depth of Public Private
Getting Streng.t h of Credit Registry Bureau
ECONOMY . legal rights . Coverage
Credit Rank index (0-10) Information| Coverage (%of
Index (0-6) |(%of adults)
adults)
E{;‘;g‘im 1 10 6 0.0 100.0
2|Latvia 4 10 5 59.7 0.0
3|Bulgaria 8 8 6 52.8 28.8
4lreland 8 9 5 0.0 100.0
5|Poland 8 9 5 0.0 74.8
6|[Romania 8 9 5 15.2 42.0
7|Austria 24 7 6 1.7 51.6
8|Denmark 24 9 4 0.0 7.3
9|Germany 24 7 6 1.3 100.0
1o lovak 24 9 4 2.6 56.1
Republic
11|Estonia 40 7 5 0.0 33.1
12|Finland 40 8 4 0.0 20.5
13|Belgium 48 7 4 72.6 0.0
14{Czech Republic 48 6 5 6.1 95.7
15|France 48 7 4 433 0.0
16|Hungary 48 7 4 0.0 16.1
17|Lithuania 48 5 6 15.0 75.6
18|Netherlands 48 6 5 0.0 83.2
19|Spain 48 6 5 54.7 11.4
20|Sweden 48 7 4 0.0 100.0
21|Cyprus 78 9 0 0.0 0.0
22|Greece 78 4 5 0.0 82.4
23(ltaly 98 3 5 23.0 100.0
24|Slovenia 98 4 4 3.3 100.0
25(Portugal 126 3 4 86.2 215
26|Luxembourg 150 6 0 0.0 0.0
27|Malta X X X X X
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Table 24: Ease of Protecting Investors: EU27

Protectin Extent of Extent of Ease of | strength of
ECONOMY I t & Discl Director |shareholder| investor
nvestors Isclosure Liability suits index | protection
Rank Index (0-10) |}, ey (0-10) (0-10) index (0-10)
1llreland 5 10 6 9 8.3
United 10 10 7 7 8.0
Kingdom
3|Belgium 17 8 6 7 7.0
4|Slovenia 24 3 9 8 6.7
5|Cyprus 29 8 4 7 6.3
6|Denmark 29 7 5 7 6.3
7|Sweden 29 8 4 7 6.3
8|Bulgaria 46 10 1 7 6.0
9|Poland 46 7 2 9 6.0
10|Portugal 46 6 5 7 6.0
11lRomania 46 9 5 4 6.0
12|Finland 65 6 4 7 5.7
13[italy 65 7 4 6 5.7
14|Latvia 65 5 4 8 5.7
15|Lithuania 65 7 4 6 5.7
16{France 79 10 1 5 5.3
17|Czech Republic 97 2 5 8 5.0
18|Germany 97 5 5 5 5.0
19|Spain 97 5 6 4 5.0
20|Netherlands 111 4 4 6 4.7
p1[lovak 111 3 4 7 4.7
Republic
22|Hungary 122 2 4 7 4.3
23|Luxembourg 122 6 4 3 4.3
24|Austria 133 3 5 4 4.0
25|Greece 155 1 4 5 3.3
26|Estonia 166 8 3 6 5.7
27IMalta X X X X X
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Table 25: Ease of Paying Taxes: EU27

Paying |Payments (:::‘:s Profit Lab::; tax Other | Total tax
ECONOMY taxes | (number . taxes | rate (%
Rank | per year) per [tax (%)|contributions (%) profit)
year) (%)
1|ireland 5 8 76 11.9 11.6 2.7 26.3
2|Denmark 14 10 135 20.1 3.6 3.8 27.5
3|Luxembourg 17 23 59 4.1 15.1 1.5 20.8
Eirr‘]';‘;m 24 8 110 | 23.1 11.0 32 | 373
5|Finland 28 8 93 13.7 24.2 1.2 39.0
6|[Romania 32 113 222 10.4 31.8 2.2 44.4
7|Cyprus 37 27 149 9.1 11.8 2.2 23.1
8INetherlands 43 9 127 20.9 18.1 1.5 40.5
9|Spain 48 8 187 1.2 36.7 0.7 38.7
10|Sweden 50 4 122 15.7 35.5 1.6 52.8
11]Estonia 51 8 85 8.0 394 11.2 58.6
12|France 58 7 132 8.2 51.7 5.7 65.7
13|Lithuania 62 11 175 5.7 35.1 3.1 43.9
14|Latvia 67 7 290 6.1 27.2 4.7 37.9
15|Bulgaria 69 17 500 4.9 19.2 4.1 28.1
16/Belgium 77 11 156 5.2 50.4 1.7 57.3
17|Portugal 78 8 275 15.1 26.8 1.5 43.3
18]Austria 82 14 170 15.0 34.8 34 53.1
19|Greece 83 10 224 134 31.7 14 46.4
20|Slovenia 87 22 260 14.1 18.2 2.4 34.7
21|Germany 89 12 221 19.0 21.8 5.9 46.7
22|Hungary 117 13 277 | 14.8 341 3.5 52.4
23czech 119 8 557 | 7.5 38.4 32 | 491
Republic
24|Poland 128 29 296 | 17.4 23.6 2.6 43.6
25[lovak 130 31 231 | 7.2 39.6 20 | 488
Republic
26(Italy 134 15 285 | 22.8 43.4 2.2 68.5
27|Malta X X X X X X X
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Table 26: Ease of Trading Across Borders: EU27

o oocumens e [ €o2 Joocuments| T [ €t
ECONOMY Borders to export export | (US$ per to import import| (US$ per
Rank (number) (days) |container) (number) (days) |container)
1|Estonia 3 3 5 725 4 5 725
2|Finland 6 4 8 540 5 8 620
3|Denmark 7 4 5 744 3 5 744
4|Sweden 8 3 8 697 3 6 735
5|Germany 12 4 7 872 5 7 937
6|Netherlands| 13 4 6 895 5 6 975
7 LKJi’;';Zim 13 4 7 950 4 6 1,05
8|Latvia 15 5 10 600 6 11 801
9|Cyprus 19 5 790 7 5 900
10|Ireland 21 4 1,11 4 12 1,12
11|France 24 2 1,08 2 11 1,25
12|Austria 25 4 1,18 5 8 1,2
13|Portugal 26 4 16 685 5 15 899
14|Lithuania 28 6 9 870 6 9 980
15|Luxembourg 31 5 1,42 4 1,42
16|Belgium 36 4 1,43 5 1,6
17|Poland 46 5 17 1,05 5 16 1
18|Slovenia 50 6 16 710 8 15 765
19|Spain 55 6 9 1,22 7 10 1,22
20|lItaly 63 4 20 1,25 4 18 1,25
21 EZizhb“c 70 4 17 | 1,06 7 20 1,17
22|Romania 72 12 1,49 13 1,5
23|Hungary 74 16 1,02 18 1,09
24|Bulgaria 91 21 1,55 17 1,67
25 ;';F‘)’j'g“c 95 6 17 | 1,56 7 17 1,54
26|Greece 108 5 20 1,15 6 25 1,27
27|Malta X X X X X X X
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Table 27: Ease of Enforcing Contracts: EU27

Enforcin Procedures Time |Cost (%of
ECONOMY Contracts Rgank (number) (days) cIai(m)
1|Luxembourg 1 321 9.7 26
2|France 6 331 17.4 29
3|Germany 8 394 14.4 30
4|Austria 9 397 18.0 25
5|Finland 11 375 13.3 33
6|Lithuania 15 275 23.6 30
7|Latvia 17 369 23.1 27
8|Hungary 19 395 15.0 35
9|Belgium 20 505 17.7 26
10|United Kingdom 21 399 24.8 28
11|Portugal 22 547 13.0 31
12|Netherlands 28 514 23.9 26
13|Estonia 29 425 223 35
14|Denmark 32 410 23.3 35
15Spain 54 515 17.2 39
16[Sweden 54 508 31.2 30
17|Romania 56 512 28.9 31
18|Slovenia 58 1,29 12.7 32
19|Ireland 62 650 26.9 21
20|Poland 68 830 12.0 37
21/Slovak Republic 71 565 30.0 32
22|Czech Republic 78 611 33.0 27
23|Bulgaria 87 564 23.8 39
24|Greece 90 819 14.4 39
25|Cyprus 105 735 16.4 43
26|ltaly 158 1,21 29.9 41
27|Malta X X X X
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Table 28: Ease of Resolving Insolvency: EU27

ECONOMY Resolving Time (years) Cost (%of RI:::?Z:;‘LS
Insolvency Rank estate)
on the dollar)
1|Finland 5 0.9 4 89.1
2|United Kingdom 6 1.0 6 88.6
3|Netherlands 7 1.1 4 87.7
4|Belgium 8 0.9 4 87.3
5|Denmark 9 1.0 4 87.3
6|lreland 10 0.4 9 86.9
7|Sweden 19 2.0 9 75.8
8|Spain 20 1.5 11 75.6
9|Austria 21 1.1 18 72.7
10|Portugal 22 2.0 9 70.9
11|Cyprus 23 1.5 15 70.8
12|Italy 30 1.8 22 61.1
13|Latvia 32 3.0 13 56.2
14|Czech Republic 33 3.2 17 56.0
15|Slovak Republic 35 4.0 18 54.3
16|Germany 36 1.2 8 53.8
17|Slovenia 39 2.0 4 51.1
18|Lithuania 40 1.5 7 50.9
19|France 46 1.9 9 45.8
20|Luxembourg 49 2.0 15 43.5
21|Greece 57 2.0 9 41.8
22|Hungary 66 2.0 15 39.2
23|Estonia 72 3.0 9 36.9
24|Poland 87 3.0 15 31.5
25|Bulgaria 90 3.3 9 314
26|Romania 97 3.3 11 28.6
27|Malta X X X X
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