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GENERAL INFORMATION 2012

Location North-eastern of the Balkan Peninsula

Capital Sofia

Large cities Plovdiv, Varna, Veliko Turnovo, Sliven, Stara Zagora
Total area 110.879 sq km

Land area 110.549 sq km

State Boundaries Greece, Turkey, Romania, Serbia, FYROM, Black sea.
Currency Bulgarian lev & stotinki (fractional coins, 100st=1lev)
Climate Temperate continental

Language Bulgarian

Religion 86.6% orthodox, 13% Muslims

State government Parliamentary democracy

President Rosen Plevneliev

Prime minister Boyko Borisov

Literacy rate 98.2%

Source: http://www.buyinbulgaria.com/AboutBG.aspx

ECONOMIC INFORMATION 2012

Total population 7, 310, 510

GDP at current prices BGN 19, 007 million

GDP per capita BGN 2, 602

Expansion of GDP growth rate (2™ quarter of 2012) 0.3%

Average exchange rate BGN1.52636 = USD1 & BGN 1.9558 0.0000= EUR 1
Long-term interest rate 3.8%

Inflation rate 4.9%

Unemployment rate 12.3%

Current account (% of GDP) 1.2% (EUR 487.7 million)
Trade balance deficit EUR 2, 417 million

Exports of goods EUR 11, 753.8 million (11.7%)
Imports of goods EUR 14, 170.9 million (112.4%)
FDI EUR 846.2 million

General government gross debt EUR 35,487.2 million

Source: National Institute of Bulgaria & European central bank
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ABSTRACT

The purpose of the present paper is to cite an evaluation of Bulgaria’s competitiveness
and business environment. The fundamental elements in the assessment have been
benchmarked to the Global Competitiveness Report (World Economic Forum) and
Doing Business (World Bank). The general idea is to present the sectors of
competitiveness that Bulgaria’s performance is improved and to mention those that
the country lags behind. It can be depicted that Bulgaria’s position regarding
competitiveness in Balkan region is satisfactory as the country is well beyond the
most Balkans countries. On the other hand, things are completely different regarding
the position of the country in EU27 since Bulgaria is at the bottom of the ranking of
competitiveness. As far as the business environment is concerned, there is no a
concrete conclusion since the general picture is rather obscure. Bulgaria’s
performance in the regional level is excellent in indices like getting credit and
protecting investors while is the worst in getting electricity index. Furthermore, in the
index of investor protection index Bulgaria is good beyond many European countries
whilst in the index of trading across borders Bulgaria is very low than the EU average
due to the thriving of corruption. Bulgaria, a transition economy, runs a period of
macroeconomic stability with optimistic messages of forthcoming economic growth
despite the global financial crisis. In this direction, policies recommendations are
cited aiming to develop the potential of Bulgarian competitiveness and to ameliorate

the business environment.



SECTION A: INTRODUCTION

It is true that the evaluation of the competitiveness and the business environment of a
country is a straightforward and useful contribution to the evaluation of the
competitiveness and business environment of the countries in the global level.
Bulgaria’s case presents an eminent interest because it is a transition economy which
is outlined by enormous macroeconomic turbulence and essential structural
transformation. Despite European Union in the recent years has shown an accelerated
improvement in the competitiveness on average due to numerous amendments in a
wide range of indicators of competitiveness that has been introduced, Bulgaria is one
of the laggards European countries. On the other hand, the country’s evaluation of
competitiveness is very satisfactory than the other Balkan countries because the
absorption of reforms is undertaken at a rapid pace.

The distinctive interest that the upward tendency progress of Bulgaria’s business
environment presents; it can be shown in the augmentation of the foreign direct
investments. Moreover, Bulgaria is one of the latest countries that entered European
Union, in 1% January 2007, and enjoys a variety of benefits in the macroeconomic
environment such as: growing inflow of FDI, improvement of the transport
infrastructure, stronger competition and drive for innovation and easier access to
financial institutions and EU funds. In other words, the entrance in European Union,
after a lot of social, financial and political alterations that the country has been
undergone, gives the economy a boost making it a comparatively attractive spot for
doing business.

In order to study and analyze the competitiveness and the business environment of
Bulgaria, two datasets of global publications are been used: the Global
Competitiveness Index (edited by the World Economic Forum) and the Ease of Doing
Business Index (edited by the World Bank). The paper is divided into 3 general
sections: the first deals with the competitiveness of Bulgaria (and comparisons) the
second with the business environment of Bulgaria (and comparisons) and the third
with policy recommendations to enhance competitiveness and doing business in
Bulgaria.

More precisely, the first general section of this paper presents the competitiveness and

ranking of the Balkan region in comparison with EU27, USA and China as an



introduction in order to configure a general sense of the position of Balkans in the
global arena of competitiveness. Moreover, an analytical presentation of all pillars of
Bulgaria in the global ranking of competitiveness is following. The section is finished
with a juxtaposition of a comparison between Bulgaria on the one hand and the
Balkans, EU27, USA and China on the other, evaluating the country’s improvement
in the competitiveness in the global ground.

The second general section of this paper cites at first a comparison between Balkans
and EU27, USA and China regarding ease of doing business and rankings. It is
essential to present such a brief analysis in order to be explained that there is a lot of
differences and inefficiencies between Balkans and EU27, USA and China while a
wide range of parameters must be taken into consideration. An analysis of the
performance of Bulgaria in ease of doing business in all indices is following.
Furthermore, a considerable comparison between Bulgaria and Balkans is the last part
of this section. It is crucial to lay emphasis on the latter comparison because
Bulgaria’s great performance in Balkan Peninsula regarding ease of doing business
should be underlined.

The last general sector is divided into two parts. The first part cites proposals on
amendments that the country should be undergone to the main problematic factors
that hinder the improvement of the country’s competitiveness. The second part
presents in brief the remarkable augmentation of foreign direct investment inflows in
the country in 2012. Furthermore, the last part mostly deals with a proposal in doing
business sector aiming to suggest that the country should develop the agricultural
sector which is traditionally a hot sector to attract investors for Bulgaria. In other
words, Bulgaria can correlate the exploitation of the richness of the soil, the general
favorable weather condition and the existent tradition in this sector in order to

enhance foreign business investments.



SECTION B: GLOBAL COMPETITIVENESS INDEX

This section is based on the information collected with Global Competitiveness Index,
which is a dataset that measure the competitiveness defining the global ranking of
countries in all pillars of competitiveness. Firstly, a comparison between Balkan
region and EU27 (in average), the USA and China is presented concerning
competitiveness and ranking. Secondly, a brief description of all the pillars of GCI
together with an analysis of basic requirements, efficiency enhancers and innovations
and sophistication factors in Bulgaria regarding 2012 is following. Lastly, this section
finishes with the citation of a comparison between Bulgaria and Balkan region, EU27
(in average), the USA and China regarding competitiveness and ranking.

B.1 Competitiveness and ranking of Balkan region in
comparison with EU27 (in average), the USA and China.

In this section a brief comparison between Balkan region and EU27, USA and China
regarding the ranking and scores in all pillars from 2001 to 2012 is going to be
presented.

To begin with, it must be mentioned that there is a lack of information in GCI
concerning some specific Balkan countries of the Balkans as well as of EU27 before
2005. To be more specific, amongst those which exist in the GCI until 2005 were:
Bulgaria, Greece, Slovenia and Turkey in 2001, Croatia and Romania were added in
2002, FYROM and Serbia were added in 2003 and Bosnia and Herzegovina was
added in 2004. Regarding EU27 those countries which did not exist in GCI before
2005 were: Cyprus (until 2004), Luxembourg (until 2003) and Malta (until 2003).

To be more specific, it is easily depicted that generally speaking Balkans’ position is
more or less 62" during 2001-2012 starting from 45" in 2001 and ending in 77" in
2012. Moreover, regarding the average score of Balkans is around 4 during 2001-
2012 (from 4.2 in 2001 to 4.1 in 2012). As a result, various fluctuations concerning
the ranking and scoring of Balkans through these years are observed. On the other
hand, things seem to be different for EU27 since it has presented a more stable course

during 2001-2012. In other words, the average ranking of EU27 is approximately 32"



during 2001-2012 since it is 27.4™ in 2001 whilst 37.4™ in 2012. Furthermore,
regarding the average score of EU27 for the some chronological period that was
around to 4.7 (from 4.96 in 2001 to 4.7 in 2012). However, the situation is completely
different concerning USA and China. USA is positioned in the top of the ranking (2™
in 2001 and 7™ in 2012). Moreover, China has followed a general upward trend,
especially after 2006 (13" in 2012)*. A brief analysis of the general climate of
Balkans, EU27, USA and China in 2001-2012 is following.

Firstly, Balkans region is amongst the laggard-countries of EU and this is emerged
from the general downward trend during 2001-2012. In other words, Balkan
economies have always been poorer than their western and northern counterparts.
They have only prospered when these economies do well and they have suffered
when they have suffered. As a result, the current crisis is no exception. Concerning
Balkans in 2012 the best performed country is Turkey (43" and the worst is Greece
(96™). The year 2008 was remarkable for both countries since the former began to
rises more and more in positions while the latter plummeted by almost 20 positions in
the ranking. Balkans in a period of general economic uncertainty faces a wide range
of challenges in the spectrum of economic crisis. The most serious problem in
Balkans remains the lack of jobs which is an ultimate impediment to growth and
competitiveness. For instance, in Bulgaria unemployment remains this year at a
relatively modest 11% but only because Bulgarians, unlike their non-EU Balkan
neighbors, have the option to move to other EU countries to work?. Furthermore,
Albania, Bosnia, Bulgaria, Croatia, Macedonia, Montenegro, Romania and Serbia,
“suffered the most from the global recession of 2008-09. Real GDP in the Balkans
contracted by 5.2% in 2009 and the recession lasted into 2010, with average GDP
falling by 0.4%”. This was partly because Romania, the largest of the Balkan
economies, dragged the average figure down®.

Secondly, amongst the first 10 competitive economies in the global ranking of 142,
are five countries of European Union: Finland, Sweden, the Netherlands, Germany,
and United Kingdom. Moreover, Denmark, Austria, Belgium, France, Luxembourg
and Ireland are following. Nevertheless, the remaining European countries are
positioned between 34" (Estonia) and 71% (Slovak Republic). Despite the fact that

! Global competitiveness report 2012-2013
2 http://www.economist.com/blogs/easternapproaches/2012/06/balkan-economies
% http://mww.economist.com/blogs/easternapproaches/2012/06/balkan-economies
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EU27 is in an overall satisfactory place in the ranking this year (37”‘), there are wild
fluctuations regarding the competitiveness of all countries. European economies have
confronted numerous challenges in the past decade. Despite the fact that they have
been recovering from the significant and interrelated difficulties brought about by the
global financial crisis, rising concerns about the sustainability of sovereign debt in
Greece, several European countries continue to raise questions about the viability of
the euro. The continuous financial problems in the periphery of the euro zone have led
to a long-lasting and unresolved sovereign debt crisis that has now reached the peak.
Most recently this has led to a double-dip recession in a wide range of countries in
EU27, especially Balkan countries those of which are in EU27, rising not only
inflation but also great concern about the outcome of the whole situation in a global
level. However, these challenges, several European countries continue to feature
prominently among the most competitive economies in the world*.

As far as USA ranking is concerned, things are completely different than Balkans
ranking. Until 2006, USA was first or second country out of 144 countries regarding
competitiveness. The outbreak of financial crisis in 2006 sent USA in the 6™ position
in the ranking. The following years USA strives to overcome the adverse
consequences of that crisis. Except for 2007-2008, the general trend of USA was
downward (7" place this year). Despite the fact that a number of escalating and
unaddressed weaknesses have lowered the US ranking in recent years, the general
climate is altogether opposite of that of Balkans region. US companies are highly
sophisticated and innovative, supported by an excellent university system that
collaborates admirably with the business sector in R&D. Combined with flexible
labor markets and the scale opportunities afforded by the sheer size of its domestic
economy—the largest in the world by far—these qualities continue to make the
United States very competitive®. Nevertheless, there are several other weaknesses
rooted to the financial crisis and the most significant of them is the lack of
macroeconomic stability. Despite the latter, measures of financial market
development continue to indicate a recovery, improving from 31st two years ago to
16th this year in that pillar.

Last but not least, China had been continuously loosing positions in the ranking until

2006. From 2006 to 2011, the country was in a steady progression whilst Balkans

* Global competitiveness report 2012-2013
® Global competitiveness report 2012-2013
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region was in a downward trend. However, this year China reaches 29" position, the
same position as the country had in 2009. The exacerbation in country’s position is
mainly due to the loosing of positions in several pillars such as: financial market
development, technological readiness and market efficiency. According to Global
Competitiveness Report 2012-2013, a positive note is that China’s macroeconomic
situation remains very favourable (11th), despite a prolonged episode of high inflation.
On the other hand, the country runs a moderate budget deficit; boasts a low, albeit
increasing, government debt-to-GDP ratio of 26 percent; and its gross savings rate
remains above 50 percent of GDP. According to Global Competitiveness Report
2012-2013, amongst the positive elements for the country are: the general conditions
of health and basic education are very good and the rating of its sovereign debt is
significantly better than other BRICKS economies.

All in all Balkans in comparison to EU27, USA and China lag behind in many sectors.
During 2001-2012, Balkans is losing gradually positions in the global competitiveness
ranking whilst the general sense of the other three regions is better thanks to the
measures that were taken to increase competitiveness in order to put economic growth
on a more stable and more sustainable footing. Several countries of EU27, USA and
China are in the peak of the global rating, striving to overcome the serious

ramifications of the global financial crisis.

B.2.1 Pillars of Global Competitiveness Index

1% Pillar: Institutions

Individuals, firms and governments interact to produce or make wealth under the
umbrella of a legal and administrative framework which comprises the environment
of public and private institution. Furthermore, the quality of those institutions is an
essential determinant for the economic development to be effectuated, especially in
specific cases such as in a financial crisis, because it causes an effect on investment
decisions as well as on business entrepreneurship®. On the other hand, there is a
variety of parameters which impedes economic growth and competitiveness. For
instance, as Mironov delineates corruption is strongly associated with poor

institutions and has a negative impact on economic growth. Not only corruption, but

® Global competitiveness report 2011-2012
12



also overregulation, dishonesty in dealing with public contracts, lack of transparency
and trustworthiness, and political dependence of the judicial system can hinder

economic development’.

2" Pillar: Infrastructure

Efficient infrastructure comprises all these services and facilities which are essential
to an economy to function®. A full-fledged infrastructure network, encompassing
transport and communications, can accommodate the commercial relationships as
well as advance financial interaction among states and regions and in last analysis
positively affects international trade. In other words, effective modes of transport -
quality roads, railroads, ports, and air transport- and other types of infrastructure —
telecommunications, electricity- give a sense of secure market in order to boost
entrepreneurial financial activities®. As a result, well-developed infrastructure

contributes to the global economic prosperity up to a great extent.

3" Pillar: Macroeconomic environment

Despite the fact that macroeconomic stability is a parameter of vital importance for
the competitiveness of a country, it cannot augment the productivity of a state without
the contribution of other parameters. On the other hand, it is true that macroeconomic
disarray can cause cost to the economy like huge inflation rates, extensive
unemployment and government debt. As a result, it is strongly recommended that the
macroeconomic disarray of a country must be under consideration otherwise firms

cannot function effectively™.

4" Pillar: Health and primary education

This category depicts the tight relationship between this and competitiveness and
productivity. The reason for the latter is that an unhealthy and uneducated working
population is absolutely a serious drawback not only for an enterprise but also for a
country**. Moreover, this pillar deals with the quality and quantity of the formal

education because the more educated the staff of a firm the more productive that can

" Global competitiveness report 2011-2012

& Sullivan, Arthur; Steven M. Sheffrin (2003). Economics: Principles in action. Upper Saddle River,
New Jersey 07458: Pearson Prentice Hall. pp. 474. ISBN 0-13-063085-3.

° Global competitiveness report 2011-2012

19 Global competitiveness report 2011-2012

1 Global competitiveness report 2011-2012
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be. As a result, the deficiency of education and lack of health in the workforce of a
country are indisputably barriers to the business development.

5 Pillar: Higher education and training

Nowadays, it is widely known that globalization of markets in accordance with the
acceleration of the evolution of technology set the demand of a continuously
specialized workforce. In other words, higher education as well as training is both into
the qualifications of workers who can contribute positively in a continuously
demanded global market. In a nutshell, this pillar measures secondary and tertiary
enrollment rates as well as the quality of education as evaluated by the business

community*?.

6" Pillar: Goods market efficiency

The 6th pillar takes into account the fact that healthy market competition is the key to
enhance business productivity in domestic and international level. In other words,
market efficiency is effectuated only via healthy market competition confirming the
same time that the more efficient a firm is the more prosperous the country is.
Moreover, government intervention must be limited up to a point, otherwise
distortionary or burdensome taxes and restrictive or discriminatory rules on foreign
direct investment (FDI) as well as on international trade can hinder competitiveness*®.
Furthermore, customer orientation and buyer sophistication are both demand
conditions which can affect market efficiency. For instance, in some countries firms
tend to be more innovative and customer-oriented than others due to cultural or

historical reasons and this is definitely a significant competitive advantage.

7" Pillar: Labor market efficiency

Competitiveness in national and global level are both depended on labor market
efficiency and flexibility. Moreover, both of them are two key-factors in order to
allocate workers in jobs in a way that they can maximize their potential of
productivity. Additionally, efficient labor markets must guarantee not only a distinct

relationship between worker incentives and their efforts to promote meritocracy at the

12 Global competitiveness report 2011-2012
13 Global competitiveness report 2011-2012
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workplace but also equity in the business environment between women and men**. As
a result, international investments in a country can be indisputably augmented when a

country encompasses all the previous elements.

8" Pillar: Financial market development

This pillar delineates the significance of the efficient financial sector in the economy.
It is true that an efficient financial sector allocates the resources saved by a nation’s
citizens, as well as those entering the economy from abroad, to their most productive
uses™. Furthermore, by transmitting these resources to entrepreneurial or investment
activities, new chances for business investment are emerged. In other words,
sophisticated financial markets are necessary for economies in order to accomplish a
variety of functions like: to make capital available for private sector investment from
sources as loans from a trustworthy and transparent banking sector, well-regulated

securities exchanges and venture capital®.

9™ Pillar: Technological readiness

It is widely known that in the time where globalization is imposed, technology is
evolved to be a key for prosperity and competition. As a result, an amalgam of
technological readiness and scientific evolution augments the entrepreneurial
productivity. In other words, an enterprise that adopts innovative technology can
boost its profits. In a nutshell, technological readiness contributes to the profit
maximization of firms to an economy and to the amelioration of international trade

relationships.

10" Pillar: Market size

It is widely known that globalization has a positive effect on productivity because as

the size of the market becomes bigger and bigger, new opportunities arise in order to
exploit economies of scale. Thus, the trade opening not only enhances profits of the

enterprises but also contributes to the augment of competition. Despite some recent

14 Global competitiveness report 2011-2012
15 Global competitiveness report 2011-2012
16 Global competitiveness report 2011-2012
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casts doubts on the robustness of this relationship, there is a general sense that trade
has a positive effect on growth, especially for countries with small domestic markets®’.

11" Pillar: Business sophistication

The 11™ npillar is undeniably relative to the fact that business sophistication
ameliorates productivity and competitiveness in national and global level. Business
sophistication concerns two elements that are intricately linked: the quality of a
country’s overall business network and the quality of individual firms’ operations and
strategies'®. The former element can lead to a higher efficiency, a creation of new
opportunities for innovation and a decline in barriers to the entrance of new firms. On
the other hand, the latter element can lead to sophisticated and modern business

processes across the country’s business sectors™.

12" Pillar: Innovation

The last pillar takes into consideration the fact that innovation is explicitly fastened to
the survival and prosperity of enterprises. According to the Global Competitiveness
Report of 2011-2012 innovation is particularly important for economies as they
approach the frontiers of knowledge and the possibility of integrating and adapting
exogenous technologies tends to disappear. There is a straightforward difference
between the more advanced countries and underdeveloped countries. The former
countries cannot enhance their productivity via the adoption of existing technologies
whilst the latter countries still can. Moreover, it is crucial for developed countries to
encourage the development of cutting-edge products in order to remain competitive.
Furthermore, the latter is accomplished only under the following conditions: sufficient
investment in research and development (R&D) the existence of high-quality
scientific research institutions, extensive collaboration in research between

universities and industry and the protection of intellectual property®.

17 Global competitiveness report 2011-2012
'8 Global competitiveness report 2011-2012
19 Global competitiveness report 2011-2012
% Global competitiveness report 2011-2012
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B.2.2 Basic requirements of Bulgaria 2012-2013

GLOBAL
COMPETITIVENESS
INDEX : BULGARIA

2011/2012

2012/2013

RANK
(OUT O
142)

SCORE
F (1-7)

RANK
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4.5
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4.6
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3.3
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3.4

infrastructure

87

3.6
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3.8

macroeconomic
environment

46

5.1

31

5.4

health& primary

S7

5.8

49

5.9

education

AUTHOR’S
ESTIMATION OF 4
PILLARS:

Source: Global Competitiveness Index 2011-2012 & 2012-2013

improvement

According to the Global Competitiveness Report of 2012-2013, Bulgaria, just like the
majority of countries of Balkan Peninsula, is one of the laggard countries in EU27
regarding numerous sectors. As far as basic requirements are concerned, Bulgaria lies
approximately in the bottom of the scale in the EU27, whilst Bulgaria is in a
satisfactory position in the Balkans. To be more specific, it is 25" country in the
ranking of EU27 and the 4™ in the ranking of the Balkans. It is worth to be mentioned
that the position of Bulgaria has not presented any alteration in the ranking of EU27
whilst its position has significantly risen in the ranking of Balkans from 2011 to 2012.
Another thing that is useful to be cited is that Bulgaria is in remarkable progress than
the previous year since it was risen by 9 places regarding the basic requirements (from
74" to 65th) (Schwab et al, 2012).

More precisely, from 2011 to 2012 the institutions pillar presents some improvement
by rising 2 positions in the ranking of 2012. This improvement is mainly based on the
anemic reduction of administrative corruption in 2011 — 2012. Moreover, the
parameters that have already contributed to that decline are: the positive fundamental
changes that took place in the business environment after Bulgaria’s EU accession

and control over the performance of administration and citizens (identifying,

17



investigating and punishing individual corruption transactions) . Furthermore,
corruption needs to be reduced by adopting some measures in various sectors, such as
effective reforms in the judicial system and enforcement of the anti-corruption role of
media. For instance, according to the Center for the Study of Democracy by April
2012 the average of corrupt interactions was approximately 150,000, while by the end
of 1999 that was almost 200,000. Another thing that is worth to be mentioned is that
Bulgaria is supported in justice reform and in confrontation of corruption by the
Cooperation and Verification Mechanism established by EU?*. The latter mechanism
indicates significant progress in legal and Constitutional reforms in Bulgaria after
2007.

As far as the infrastructure pillar is concerned Bulgaria moves up 11 places in the
ranking in 2012. This improvement is primarily based on the amelioration of the
quality of roads laying emphasis on the active construction and rehabilitation of roads.
Moreover, the quality of overall infrastructure is continuously enhanced since the
focus is gradually shifted from roads to other transport infrastructure: railways
(currently being slowly reformed), airports (whose ground activities are in the light of
the European Commission now), ports (for which the European Commission prepares
a package of measures in 2013), sea highways and inner waterways®. Furthermore,
important steps have been done regarding the quality electricity supply. In other
words, Bulgaria’s Energy Minister Delyan Dobrev announced that the country is to
concentrate on small renewable power projects aiming to decrease electricity costs®*.
Regarding the 3™ pillar, a remarkable improvement in ranking is observed since
Bulgaria rose by 15 positions from 2011 to 2012. To be more specific, the decrease of
the rate of annual inflation (in percentage) is presented by the fact that Bulgaria is 37"
in the list out of 144 countries, a very good performance of the country. For instance,
Bulgaria inflation rate in July 2012 was approximately 1.6% whilst that in July 2011
was 4.8%°. Another factor that has positively contributed in this pillar is the fact that

Bulgaria Government Budget in December 2012 is approximately -2.1 percent of

2! Center for the Study of Democracy, Corruption and Anti-corruption in Bulgaria (2011 — 2012),
Policy Brief No. 35, June 2012

22 http://www.novinite.com/view_news.php?id=141393

2% - http:/gradat.bg/events/?quid=1756937

24 http://www.researchandmarkets.com/reports/2225206/bulgaria_infrastructure report g3 2012
3 http://www.tradingeconomics.com/bulgaria/inflation-cpi
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GDP, while that in December 2011 was -3.1%. It is impressive the fact that Bulgaria is
among the three European Union countries with the lowest ratio of general
government debt to GDP, according to Eurostat figures released in February 201277,
More precisely, Bulgaria’s Cabinet plans to repay the 1.8 billion leva foreign debt due
in January 2013 by selling short- and medium-term bonds on the domestic market, as
well as funds generated by the sale of minority stakes in state companies®.

As far as health and primary education is concerned, Bulgaria’s rank in 2011 was 57",
whilst that in 2012 was 49™. This improvement has its roots in the establishment of
the National Health Strategy 2007 — 2013. According to this strategy the healthcare is
a fundamental matter which needs to be reform immediately. The blatant need of this
reform can be demonstrated by the deterioration in the ranking of the country in the
matter of infant mortality. The expected results from National Health Strategy 2007 —
2013 reform are: higher satisfaction of citizens and medical specialists from the public
healthcare, provision of high-quality and accessible medical care with clear rules
guaranteeing patients’ rights and obligations, improved quality of the medical services,
effective resources utilization and financial sustainability of the system?. On the other
hand, the improvement regarding the matter of primary education has already been
discernible. The Europe 2020: National Reform Programme of Bulgaria aims at:
reducing the proportion of early school leavers to 11% by 2020 and increasing the
total number of graduates aged 30 to 34 to 36% by 2020%. According to Global
Competitiveness Report 2012-2013, Bulgaria moves up 15 positions from 2011 to
2012 regarding the primary education enrollment which explicitly contributes in the

advancement in population’s education.

26 http://www.tradingeconomics.com/bulgaria/government-budget

2" http://sofiaecho.com/2012/02/06/1760546 bulgaria-among-eus-lowest-government-debt-to-gdp-
ratios-eurostat

28 http://sofiaecho.com/2012/03/09/1784396 bulgaria-to-repay-foreign-debt-with-new-domestic-issues-
privatisation-receipts-minister

“ National Reform Programme (2011 — 2015) in implementation of “Europe 2020” Strategy, Republic
of Bulgaria, 13 April 2011, Sofia, Bulgaria

% Republic of Bulgaria, Ministry of Education, Youth and Science, National Report, Sofia, May 2011
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B.2.3 Efficiency enhancers of Bulgaria 2012-2013

GLOBAL 2011/2012 2012/2013
COMPETITIVENESS
INDEX : BULGARIA RANK SCORE RANK SCORE
(OUT OF (1-7) (OUT OF (1-7)
142) 142)
EFFICIENCY 59 4.1 59 4.2
ENHANCERS
higher education& 70 4.2 63 4.3
training

goods market efficiency 86 4.1 83 4.2
Labor market efficiency 56 4.5 49 4.5
Financial market 75 4.0 80 4.0
development
Technological readiness 50 4.1 52 4.3
Market size 64 3.8 62 3.8

AUTHOR’S
ESTIMATION OF 4 stability
PILLARS:

Source: Global Competitiveness Index 2011-2012 & 2012-2013

According to the Global Competitiveness Report of 2012-2013, Bulgaria did not
change position this year in the ranking regarding efficiency enhancers. To be more
specific this year the place of Bulgaria in this category is 59" out of 144 countries. As
far as its position in EU27 is concerned, Bulgaria is almost in the bottom of the scale
(25" out of 27). On the other hand, Bulgaria seems to have a better rank in the
Balkans. In other words, Bulgaria is positioned in the same place in the Balkans
compared the previous year (3 out of 12). The latter is an indication that the country
has a competitive advantage in Balkan Peninsula®’.

%+ Concerning higher education and training pillar, Bulgaria seems to register great
improvement, rising by 7 positions in the ranking from 70" in 2011 to 63" in 2012.
Actually higher education encompasses secondary and tertiary enrollment rates,
assessments on the overall quality of education focusing mainly on management and

math and science. To be more specific, in 2011-2012 the number of Bulgarian

%! Global Competitiveness Report 2012 — 2013
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students in universities and colleges has increased by 3.1% than the previous year®. It

is worth to be said that Bulgaria has an unexpectedly well-developed educational
system specializing in electronics, engineering, and computer sciences. There are
more than 47 universities in Bulgaria, located in 26 different towns. At any one time,
there are more than 5,000 Bulgarian students majoring in computer science and
another 5,000 majoring in electrical engineering, mathematics, physics, and
biotechnology **. Moreover, the Europe 2020: National Reform Programme of
Bulgaria aims at increasing the total number of graduates aged 30 to 34 to 36% by
2020. On the other hand, things are different regarding secondary education
enrollments where a downward tendency is observed. Furthermore, training in
business and management and other related subjects is part of tertiary education, but it
does not always give students and entrepreneurs the skills they need to succeed in a
highly competitive market. Nevertheless, the ESF (European Social Fund) is currently
funding an ongoing scheme to promote self-employment among unemployed persons
by training them in business and management skills, and helping them obtain
financing®*.The latter is partially the reason why the country is 10 positions higher
regarding the extent of staff training this year than the previous year. However, a
problem regarding the lack of highly qualified specialist in Bulgaria still exists having
its roots mainly in the ongoing migration of them to European developed countries®.

From 2011 to 2012 a slight increase in positions is observed regarding goods market
efficiency pillar. Concerning trade tariffs Bulgaria have an excellent position since it
is 6™ out of 144 countries. According to National Statistics Institute, Bulgarian
imports increased by 5.7% in July 2012 compared to July 2011 while the most
significant growths were reported on the imports from Cyprus and Portugal .
Regarding the extent of market dominance and the effectiveness of anti-monopoly
policy, Bulgaria shows some improvement in the ranking since it positioned 10 and 8
places higher respectively, in 2012 than 2011. However, they are still very low in the
scale of 144 countries. Despite the fact that a slight decrease in positions is observed
regarding the number of days required to start a business and the total tax rate, they

are proved to be two of the major competitive advantages for Bulgaria. It is worth to

32 http://www.novinite.com/view_news.php?id=139008

% http://www.outsourcingmonitor.eu/articles/outsourcing-to-bulgaria.html
% http://ec.europa.eu/europe2020/pdf/nd/swd2012 bulgaria_en.pdf

% http://www.inseaconsult.com/bulgarian-labor-market.html

% http://www.novinite.com/view news.php?id=143083
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be cited that there is an improvement regarding burden customs procedures and the
degree of customer orientation but the country is still positioned very low in the
ranking of 144 countries.

With respect to labor market efficiency, Bulgaria is in a relatively good level in the
overall category of efficiency enhancers, ranking 49" this year (56" in 2011).
Following a markedly strong and protracted period of labour shedding, the labour
market appears to be stabilizing in 2012. However, the existence of weak employment
performance is not a hindrance and household income has been based on relatively
augmentation in average wages, probably stemming from catching-up effects from
low levels and structural changes in the labour market® . According Eurostat, in
January 2012 unemployment rate in Bulgaria was reported at 12.9%> while youth
unemployment at 31.1% . The difficulties in finding jobs combined with the
comparatively low wage level have been major drivers of emigration by Bulgarian
youth and brain drain, setting an alarm in the country. Nevertheless, Bulgaria stands
in a prominent position regarding pay and productivity sub-pillar (37"). Improved
productivity growth rates contribute to further progress in competitiveness, in GDP
growth and in job creation. Furthermore, it is of substantial interest the fact that
Bulgaria is very high in the ranking regarding the sub-pillars of women in labor force
and Redundancy costs-weeks of salary (37" and 20", respectively).

As far as financial market development pillar is concerned, it is still problematic as it
has plummeted by 5 positions this year than the previous year (80th in 2012). The
outstanding two pillars in this category are legal rights index and ease of access to
loans where Bulgaria seems to be placed to a very good position (24th and 40th,
respectively). For instance, over the years NFC loans have been steadily increasing,
reaching BGN 34.31 billion at the end of June 2012*. Moreover, private-sector
imbalances have unwound very quickly while the ratio of private sector debt to GDP

has started to decline and the dependency of the financial sector on external financing

%7 Interim Forecast: February 2012, European Commission: Directorate-General for Economic and
Financial Affairs

3 http://www.tradingeconomics.com/bulgaria/unemployment-rate

39 http://sofiaecho.com/2012/05/04/1820361 unemployment-in-bulgaria-in-g1-2012-was-129per-cent-
national-statistics-institute

%0 http://blog.securities.com/2012/08/database-enhancement-bulgaria-industry-level-loans-and-
deposits/?utm_source=rss&utm_ medium=rss&utm campaign=database-enhancement-bulgaria-
industry-level-loans-and-deposits
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is decreasing®’. In other words, with low public debt, modest fiscal deficits and sound
macroeconomic policies, Bulgaria shows prudent fiscal policy *. Against the
background of increased risks to solvency and liquidity, the conservative behavior of
Bulgarian banks helped maintain financial stability. No bank has suffered capital
insufficiency, thereby avoiding recourse to public money or state guarantees*®. On the
other hand, concerning the availability and affordability of financial services sub-
pillars Bulgaria is in the 110" and 123" position, respectively. As a result the lack of
capital flows is indisputably an enormous impediment in the competitiveness.
Bulgaria has a steady decline in positions regarding technological readiness since it
fell again this year by two positions. Despite the fact that in 2012 the number of
internet users is decreased, the average use of internet on a weekly basis is higher than
that of Europe*. Domestic Bulgarian information technology companies generally
work  with ~ foreign  companies both in-country and internationally.
Telecommunications and mobile communications companies were privatized during
the past 20 years and have seen significant growth®. As a result, Bulgaria regarding
broadband internet subscriptions is placed in a very satisfactory position in the
ranking of 144 countries in 2012. Broadband internet is expected to cover the whole
country by 2013*. However, the country seems to have a constrained potential of
adopting latest technologies because companies have downsized or eliminated
research and development efforts due to a lack of financial resources.

Last but not least, regarding the market size pillar, the position of Bulgaria in 2012 is
slightly better than the previous year. In other words the country is positioned in the
62" in 2012, two positions higher than in 2011. In 2012, a minor improvement is
observed regarding domestic and foreign market size. The former market size has
been dropped by 1 place while the latter by 3 places. Especially the improvement of
the foreign market size delineates both an advancement in foreign economic

relationships and a promising parameter for future development.

* Interim Forecast: February 2012, European Commission: Directorate-General for Economic and
Financial Affairs

2 http://www.rabobank.com/content/images/Bulgaria-201201 tcm43-105844.pdf

3 http://ec.europa.eu/europe2020/pdf/ind/swd2012 bulgaria_en.pdf

4 http://www.novinite.com/view news.php?id=140497

*5 http://www.afcea.org/content/?g=node/2432

%6 http://sofiaecho.com/2009/10/13/798899 broadband-internet-will-cover-all-of-bulgaria-by-2013

23


http://www.rabobank.com/content/images/Bulgaria-201201_tcm43-105844.pdf
http://ec.europa.eu/europe2020/pdf/nd/swd2012_bulgaria_en.pdf
http://www.novinite.com/view_news.php?id=140497
http://www.afcea.org/content/?q=node/2432
http://sofiaecho.com/2009/10/13/798899_broadband-internet-will-cover-all-of-bulgaria-by-2013

B.2.4 Innovation and business sophistication factors of
Bulgaria 2012-2013

GLOBAL
COMPETITIVENESS
INDEX : BULGARIA

2011/2012

2012/2013

RANK
(OUT O
142)

SCORE
F (1-7)

RANK
(OUT OF
142)

SCORE
(1-7)

INNOVATION &

96

3.2

97

3.3

SOFISTICATION
FACTORS
Business sophistication 96 3.6 97 3.6
Innovation 93 2.9 92 3.0
AUTHOR’S
ESTIMATION OF 2
PILLARS:
Source: Global Competitiveness Index 2011-2012 & 2012-2013

Exacerbation

% Regarding this innovation pillar Bulgaria is placed 92" out of 142 countries
whilst is one place higher than last year. This illustrates that Bulgaria’s
innovation policy is in its infancy and this is a serious impediment for further
development of competitiveness. It is true that R&D is a determined parameter
in the viability of nation’s innovation system. However, few firms in Bulgaria
invest in R&D because of constraints in access to finance. The latter can be
depicted as Bulgaria today spends about half a percent of its GDP on R&D,
compared to about 2 percent EU-27 average. Investments in research and
development have been identified as core contributors to Bulgaria's global
competitiveness in the Government's National Reform Program (NRP) 2011-
2015. To meet the national target of 1.5 percent R&D/GPD by 2020, Bulgaria
would have a need for a great increase about the absorption of EU funds and
boosting public R&D spending, while maintaining a prudent fiscal position®’.
According to the mini country report 2011, the main instruments for
competitive public R&D funding are the National Innovation Fund (NIF) and
the National Science Fund (NSF). On the other hand, EU funding on its own

47 http://www.worldbank.org/en/news/2012/02/07/research-innovation-can-help-unlock-bulgarias-
smart-growth-potential
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could not have the expected outcome without the upgrade of institutions,
policies and legislation aiming to bridge the gap in the collaboration between
universities and industry“®. The operation program “Development of the
competitiveness of the Bulgarian Economy” 2007-2013, offers financial
support to companies towards the costs of their R&D activities, including
feasibility studies, industrial research and pre-competitive development. The
latter attempt seems to be fruitful since the country in the capacity for
innovation pillar seems to rise by 18 positions. Moreover, this year companies
are willing to spend more on R&D and the quality of scientific research
institutions is ameliorated. Despite the fact that the only remarkable sub-pillar
that Bulgaria has a prominent position is patents (47"), the country is 17
positions lower than the previous year.

% As far as business sophistication pillar is concerned, the performance of
Bulgaria is disappointing. The main exacerbation is in the local supplier
quantity sub-pillar since Bulgaria has fallen by 19 positions. Sub-pillars like
nature of competitive advantage, value chain breadth, control of international
distribution, production process sophistication and extent of marketing are
those that have fallen by 4 positions on average this year. Local supplier
quality and state of cluster development are the only sub-pillars that Bulgaria
ameliorates slightly in positions. The reason about the fact that the state of
cluster development is continuously enhanced is that it has been continuously
supported in Bulgaria through international donors throughout the 2000s.
Furthermore, the cluster has a positive influence on competitiveness and
innovation, skill formation and information, growth and long-term business
dynamics. To conclude, as the World Bank's Vice President said:

“Bulgaria has a unique opportunity to bring the economy onto a
smart and sustainable growth path, advancing competitiveness,
where science, technology and innovation can play a central role,

while making the best use of EU funding ™.

*8 World Bank. Going for smart growth: Making Research and Innovation Work for Bulgaria. Private and
Financial Sector Development Department. Central Europe and the Baltic Countries Europe and Central Asia
Region. Washington, D.C.

%9 http://www.worldbank.org/en/news/2012/02/07/research-innovation-can-help-unlock-bulgarias-
smart-growth-potential
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B.3 Competitiveness and ranking of Bulgaria in
comparison with Balkan region, EU27 (in average), the
USA and China.

So far it has been cited an analysis of Bulgaria’s competitiveness in all pillars in 2012
which is based on Global Competitiveness Report 2012-2013. In this section, a brief
comparison between Bulgaria and Balkan region, EU27, USA and China regarding
the ranking and scores in all pillars from 2001 to 2012 is going to be presented.
Bulgaria’s ranking is rather erratic during 2001-2012, starting from 59" position
(2001) and ending to 62™ (2012). Moreover, it is easily depicted that the country is
third in Balkans’ ranking after Turkey (43") and Slovenia (56™). Furthermore, the
bottom positions among Balkans countries in the ranking are: Albania (89"), Serbia
(95™ and lastly Greece (96™). It is worth saying that Slovenia is always in the first
position during 2001-2011 except for 2012 in which Turkey moves up by 16 positions
rising in the peak of the ranking. Another point is that Greece from 2001 to 2012
plummeted by 60 positions in the ranking. On the other hand, Albania seems to
improve its positions in a slow pace during the years whilst Serbia has a general
downward trend.

It is quite obvious that Bulgaria has a better position compared to Balkans region in
several pillars: macroeconomic environment, health and primary education, labor
market and market size (50 places, 13 places, 46 places and 15 places higher than
Balkans, respectively). Regarding macroeconomic environment, GDP-real growth
rate (%) of Bulgaria has an accelerative upward trend while that of Greece has a
downward trend®®. Moreover, unemployment rate in Bulgaria has crept up to 12%>"
(half the levels in Greece and Serbia). In other words, in 2012 Bulgaria has a better
performance (62" than the average of Balkans (77") and this derives from the great
effort to remain in the global markets recovering gradually from the financial crisis.
On the other hand, the differences are discernible when someone attempts to compare
Bulgaria with the countries of EU27 since Bulgaria is one of the poorest countries of

Europe. Firstly, in 2001 the country is positioned 59™ and was in the bottom of the

%0 http://Aww.indexmundi.com/g/g.aspx?c=bu&v=66
51 http://www.economist.com/node/21558288
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EU27 countries in the ranking. The following years the situation does not change
since the last position in the ranking mostly exchanged between Romania and
Bulgaria. This year Bulgaria has the best position in the ranking of EU27. In other
words, the country is placed 62™ and is ahead of Slovak Republic (71%), Romania
(78™ and Greece (96™). Moreover, Finland (3), Sweden (4™) and the Netherlands
(5™ are at the top of the EU27 ranking in 2012°2,

Bulgaria lags behind EU27 in the most pillars of global competitiveness index in 2012.
Institutions, infrastructure, health and primary education, higher education, goods
market efficiency, financial market, technological readiness, business sophistication
and innovation are those pillars that present Bulgaria as one of the worst performance
of the European countries®®. Evaluating the competitiveness of Bulgaria compared to
EU27, someone could easily observe that EU27 is explicitly in advantageous position
than Bulgaria in numerous parameters such as: the intellectual property protection, the
quality of roads, the quality of primary education, the quality of educational system,
the extent of market dominance, the availability and affordability of financial services,
the availability of latest technologies and the capacity of innovation.

However, it is true that Eurozone debt crisis hurts the region via trade, financial and
remittance linkages, leading to meager competitiveness while rising concerns about
sovereign default in financial markets and the very viability of the euro. Estonia,
Croatia, FYROM, Romania and Slovenia suffered output contractions in the end of
2011, in which the output of Germany and many other Eurozone members also shrank.
More recent industrial production data have shown weak performance by several
additional countries, including Bulgaria, Hungary, Latvia and Poland>*. European
leaders do not agree on how to address the immediate challenges, there is recognition
that, in the longer term, stabilizing the euro and putting Europe on a higher and more
sustainable growth path will necessitate improvements to the competitiveness of the
weaker member states. In that direction, according to Eurostat, GDP fell by 0.4% in
the euro area and by 0.2% in the EU27 in the second quarter of 2012, compared with
the same quarter of the previous year whilst GDP of Bulgaria augment by 0.5% in the

same period. The latter could be an evidence of the Bulgaria’s better performance

°2 Global competitiveness report 2012-2013

>3 Global competitiveness report 2012-2013

% http://www.ebrd.com/english/downloads/research/REP/regional -economic-prospects1205. pdf

% http://epp.eurostat.ec.europa.eu/cache/ITY PUBLIC/2-14082012-BP/EN/2-14082012-BP-EN.PDF

27



http://www.ebrd.com/english/downloads/research/REP/regional-economic-prospects1205.pdf
http://epp.eurostat.ec.europa.eu/cache/ITY_PUBLIC/2-14082012-BP/EN/2-14082012-BP-EN.PDF

than EU27 in the macroeconomic environment pillar; Bulgaria is in the 31% position
whilst the average ranking of EU27 in this pillar is 63",

In attempt to assess and compare the competitiveness of Bulgaria in relation to USA,
the differences are outright enormous in the ranking and pillars during 2001-2012.
Actually, USA has been in the peak of the global ranking whilst Bulgaria has been
approximately in the middle, through the years. Moreover, in 2006 USA felt by 4
positions while Bulgaria plummeted by 14 positions due to the global financial crisis.
Another remarkable element is that in 2012 USA decreased by 2 places, whilst
Bulgaria has dramatically increased by 12 places. Despite the fact that USA is placed
in the peak of the ranking, its general trend after 2009 is downward. In other words,
the future of USA is rather precarious since it is undergone an anemic recovery of the
financial crisis. Although the economy of USA still remains productive, numerous
escalating and unaddressed weaknesses have lowered the USA ranking in recent years.
To be more specific, regarding the macroeconomic environment pillar USA is
positioned 111™ while Bulgaria is positioned 31% in 2012%. For instance, in 2012 the
public outstanding debt of USA is more than 70% of GDP; much of the increase in
the debt was driven by the direct effects of the recession on revenues and expenditures,
and the use of fiscal policy to mitigate some of the risks of a deeper recession®’.
Moreover in 2012 the Government Budget deficit for Bulgaria is equal to 2.1 percent
of GDP, whilst that for USA is equal to 8.7 percent of GDP>2. Nevertheless, USA has
very competitive firms and that is rooted in the efficient collaboration of universities
and industry in R&D, the great quality of scientific research institutions, the number
of scientists and engineers and the capacity for innovation. Furthermore, higher
education and training, labor market efficiency, market size and infrastructure are
some other pillars where USA is highly competitive in comparison to Bulgaria.

Trying to evaluate and compare Bulgaria with China, someone could notice a variety
of differences in the ranking and pillars during 2001-2012. To be more specific, China
is definitely in better position in all pillars than Bulgaria in 2012. According to Global
Competitiveness Report, 2012-2013 the pillars that China has the best performance
are: market size (2nd place), macroeconomic environment (11th place), innovation

(33rd place), health and primary education (35th place) and labor market (41st place).

*® Global competitiveness report 2012-2013
57 http://www.treasury.gov/initiatives/fsoc/Documents/Macroeconomic%20Environment. pdf
%8 http://www.tradingeconomics.com/
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In other words, by the end of 2009, government takes some steps in private sector in
order to enhance the competitiveness such as: private enterprises generated more than
half of GDP, created more than 80% of new jobs in cities and urban townships, and
supplied 65% of new patents and more than 80% of new products>. Furthermore,
China is a country with a very low level of general government debt.

Regarding the institutions pillar, the country is positioned 50th, whilst Bulgaria is
positioned 108th. The latter is obvious since in China there is potent public trust in
politicians, adequate transparency of government policymaking and efficient regime
of property rights while in Bulgaria there are still numerous institutional inadequacies.
However, after 2005 China has an explicit exacerbation in the global ranking in every
pillar except for market size in which the country continues to be highly competitive.
The pillars that are negatively affected more are: financial market development (54th,
down 6 places), technological readiness (88th, down 11 places), and market efficiency
(59th, down 14 places)®. All in all, China still remains competitive (not as much as
previous years) but there is a deceleration in its economic growth. On the other hand,
Bulgaria lags behind China in competitiveness, since it is 33 positions lower in the
ranking. Nevertheless, the notable element is that Bulgaria’s improvement is
distinctive while China’s decline is small in the ranking this year than the previous

year.

%9 http://www.bti-project.de/fileadmin/Inhalte/reports/2012/pdf/BT1%202012%20China.pdf
% Global competitiveness report 2012-2013
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SECTION C: EASE OF DOING BUSINESS INDEX

This section is based on Ease of Doing Business Index, which is a database that
analyzes the indicators related to business environment monitoring the regulations and
reforms on business theme each year. Firstly, a comparison between Balkan region
and EU27 (in average), the USA and China regarding ease of doing business and
ranking is cited. Secondly, a brief description of all the indicators of EDB together
with an analysis of these indicators regarding Bulgaria from 2004 to 2012 is following.
Thirdly, the section is completed by the citation of a comparison between Balkan

region and Bulgaria regarding ease of doing business and ranking.

C.1 Ease of doing business and ranking in Balkan region
in comparison with EU27 (in average), the USA and
China (2006-2013)

So far the competitiveness of Bulgaria in all pillars and a comparison to Balkans,
EU27, USA and China has been presented. In this section a brief analysis of the ease
of doing business in Bulgaria in all indicators is going to be cited. Nevertheless, a
comparison between Balkan region and EU27, USA and China based on the data of
Ease of Doing Business Report during 2006-2013 is going to be demonstrated firstly.

Reforms making it easier to do business in Balkan region
(by indicator

I Ba|kanS lSt 2nd 3rd 4th 5th 61h 71h 8th gth 10th I
| Albania N \ |
I BiH v v |
[ Bulgaria \ |
|
|
|

[ Croatia \

Kosovo
Moldova
Montenegro
Romania
Serbia
Slovenia
Turkey
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Source: Doing Business Index 2013
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Reforms making it easier to do business in EU27
(by indicator)

EU27 2nd 3rd 4th 5th 6th 7th
Austria
Belgium
Bulgaria
Cyprus

Czech Republic
Denmark
Estonia

Finland

France
Germany
Greece
Hungary

Ireland

Italy

Latvia
Lithuania
Luxembourg
Malta
Netherlands
Poland

Portugal
Romania
Slovak Republic
Slovenia

Spain

Sweden

United Kingdom
sum

Source: Doing Business Index 2013.

To begin with, Balkan region’s average is improved by 13 positions from 2006 to
2013 while the Balkan country that has the best performance in 2013 is FYROM
(from 81% in 2006 to 23" in 2013) and the worst performance is that of Bosnia and
Herzegovina (from 87" in 2006 to 126" in 2013). Moreover, Croatia, Montenegro,
Albania, Slovenia have improved from 2006 to 2013 by 33, 41, 32, 28 places,
respectively. To be more specific, the improvement of FYROM in the ranking from
2006 to 2013 is rooted to numerous reforms that have already been undertaken in
various fields. After applying for EU membership, FYROM signed the Stabilization
and Association Agreement with the EU in November 2005 resulting in a wide range
of reforms to ensure that the countries laws are in line with EU legal
framework®.According to Doing Business Report 2012, those reforms are judicial

and administrative. A lot of emphasis has been placed in modernize the courts, change

%! Doing Business Report 2012
31



laws to speed up court proceedings, reduce the average duration of bankruptcy cases
and accelerate the bankruptcy process. Furthermore, business registration has been
transferred out of the courts by 2005 law facilitating and speeding up the whole
process. Also several measures have been introduced by the Customs Administration
resulting in a more efficient and faster process of importing and exporting goods®.

In attempt to compare Balkan region to EU27, there are a lot of differences while a
wide range of parameters must be taken into consideration. EU27 has higher average
than Balkans concerning ease of doing business. Nevertheless, its average seems to be
in a downward trend since it fells in positions from 2006 to 2013. To be more specific
the best performance in 2013 is that of Denmark (5™ globally) whilst the worst is
Greece (78" globally). Moreover, the countries that have the best improvement in
positions from 2006 to 2013 were Slovenia, France and Portugal by 26, 10 and 12
positions, respectively. The dramatic improvement of Slovenia in the ranking is due to
a variety of reforms established such as: registering property, trading across borders
and resolving insolvency. It must also been underlined that Slovenia is the first
country in reforms in 2012 in EU27. On the contrary, those that have the most
impressive decrease in positions from 2006 to 2013 were Czech Republic, Spain and
Lithuania by 24, 14 and 13 positions, respectively.

Additionally, the countries with the best performance in the EU27 ranking in 2013
were Denmark (5™ globally), United Kingdom (7" globally) and Finland (11"
globally). Denmark made it easy to obtain electricity connection via ensuring the
safety of internal wiring by regulating the electrical profession rather than the
connection process and facilitated registering property by introducing electronic
submission of property transfer application at the land registry®®. Moreover, amongst
the good practices for United Kingdom in 2013 were: Having no minimum capital
requirement, using an electronic database for encumbrances, regulating approval of
related-party transactions, having one tax per tax base and requiring professional or
academic qualifications for insolvency administrators by law®*. In other words United
Kingdom made it easier to start a business, register property, protect investors, pay

taxes and resolve insolvency in 2013. It is remarkable the fact that Poland is the

%2 Doing Business Report 2012
% Doing Business Report 2013
% Doing Business Report 2013
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European country that improved the business environment most since it makes easier
this year to register property, pay taxes, enforce contracts and resolve insolvency®.
Furthermore, the global crisis becomes the main driver of major legal and institutional
reforms during 2009-2013 not only in EU27 but also in Balkans region. In this
direction the most common reforms in EU27 (as the above table shows), undertaken
in various indicators of doing business in 2013, are: starting a business, registering
property, paying taxes and resolving insolvency. However, the situation is more or
less the same in Balkans as in EU27 except for protecting investor indicator, which
the number of Balkan countries which introduced regulatory reforms is bigger than
the number of European countries. Concerning registering property indicator only
Bosnia Herzegovina has undertaken a reform in Balkan region, in contrast to EU27 in
which 6 countries ease registering property this year. Nevertheless, no activity is
observed this year in indicators as getting electricity and trading across borders in
Balkan region regarding reforms. According to Doing Business Report 2013 Bulgaria,
Ireland, Lithuania, Netherlands, Romania and Slovak Republic are among the
countries which have already reformed starting business indicator in EU27 while
those countries in Balkans are Albania, Bulgaria, Kosovo, FYROM, Romania and
Serbia®. To conclude, the comparison between Balkans and EU27, numerous reforms
have taken place in 2013 as a means to face rapidly global financial crisis. It is worth
to be said that European economies in fiscal distress are working to improve the
business climate, and this is beginning to be reflected in the indicators tracked by
Doing Business. Greece is one of the 10 most improved globally in 2011-2012°".

As far as the comparison between Balkans and USA is concerned, there are distinctive
traces of differences. USA is among the 20 economies with the most business friendly
regulation as reflected in its ranking on the ease of doing business. According to
Doing Business Report 2013, USA is steadily in the 4" place in the global ranking of
ease of doing business the last four years whilst from 2005 until 2008 was in the 3™
place globally. Moreover the positions in all indices in 2013 are more or less
satisfactory and exceptional in some categories. For instance, USA is 4™ at the getting
credit index, 6™ at the protecting investors’ index and 6™ at the enforcing contracts

index. The only exception and the worst performance of the country is at the paying

% Doing Business Report 2013
% Doing Business Report 2013
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taxes index (69™ globally) because the U.S. tax code is cumbersome. For the sake of
an indicative comparison, FYROM (24™), Croatia (42", Kosovo (44™) and Greece
(56™) are the Balkan countries which are well ahead USA in this category.
Nevertheless, the country is above the Balkan average (89) in the ranking at this
category by 20 positions. According to Doing Business Report 2011, in the United
States the introduction of a new tax on payroll increased taxes on companies
operating within the New York City metropolitan commuter transportation district.
The latter is a hindrance in making taxes’ payment easier and simple. In other words,
over the last 40 years, the U.S. federal tax system has undergone several changes,
resulting in moving the federal tax system in the direction of less progression driving
the total tax rate of profit being 47% in 2012, Furthermore, amongst good practices
in business environment in 2013 for USA are: allowing rescission of prejudicial
related-party transactions and defining clear duties for directors in the field of
protecting investors and allowing committees a say in insolvency proceeding
decisions®. To reach a conclusion USA seems to have a friendlier environment than
Balkan region despite the fact that USA federal tax system needs an immediate
reform.

Last but not least, a comparison between Balkans and China is following. It is true
that China’s performance regarding ease of doing business is not ideal since the
country is at the 91% position in the global ranking this year falling 4 places from
2011. In attempt to compare China with Balkans, someone can easily observe that
Balkan region (74™) has the precedence over China (91%) regarding the ease of doing
business for a new company. In 2013 the best performance of the country is at
enforcing contracts (19"), registering property (44™) and trading across borders (68™")
whilst the worst is at paying taxes (122", starting a business (151%) and dealing with
construction permits (181%). Moreover, China made starting business less costly by
exempting micro and small companies from paying several administrative fees from
January 2012 to December 2014 and simplified the process of obtaining a
construction permit by streamlining and centralizing preconstruction approvals .

According the Doing Business Report 2012, China’s new corporate income tax law

% How Progressive is the U.S. Federal Tax System? A Historical and International Perspective
Journal of Economic Perspectives—Volume 21, Number 1—Winter 2007—Pages 3-24

By Thomas Piketty and Emmanuel Saez
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unified the tax regimes for domestic and foreign enterprises and clarified the
calculation of taxable income for corporate income tax purposes. Despite the latter,
China’s ranking at the paying taxes index seems to fallen by 8 position in 2012. China
as a large emerging-market economy made significant changes at a steady pace. In
2005 a new company law reduced what had been one of the world’s highest minimum
capital requirements from 1,236% of income per capita to 118%. In 2006 a new credit
registry started operating. Today 64% of adults have a credit history”. In 2007, after
14 years of consultation, a new property rights law came into effect, referred to as
“China’s next revolution” by The Economist footnote 80, offering equal protection to
public and private property and expanding the range of assets that can be used as
collateral. Additionally, a new civil procedure law and a new corporate income tax
law were established in 2008"2. All these amendments, launched country’s ranking at
specific indices of ease of doing business, as it has already been cited above. All in
all, the vast majority of Balkan countries such as FYROM, Albania, Croatia, Bulgaria,
Slovenia, Turkey, Romania and Moldova seem to have a friendlier environment than

China for someone to start up a business.

C.2.1 Ease of doing business indicators

= Starting a business

Doing business encompasses all procedures that are officially necessary to
entrepreneurs in order to start up and formally operate an industrial or commercial
business. Moreover, these procedures to start up a business consists of obtaining all
required licenses and permits completing any necessary notifications, verifications or
inscriptions for the firm and workers with relevant authorities’®. Furthermore, when
somebody wants to measure this indicator, he has to take into consideration four
factors. According to Doing Business Report 2012 those are: procedures to legally
start and operate a company (number), calendar days required to complete each
procedure, cost in percentage of income per capita required to complete each

procedure and paid-in minimum capital.

™ Doing Business Report 2011
"2 Doing Business Report 2013
" Doing Business Report 2012
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= Dealing with construction permits

This indicator takes into account all the procedures necessary to a business in the
construction industry to build a standardized warehouse. The latter involves all
relevant documents, permits, licenses, notifications, clearances, certificates to be
submitted to the authorities, all the necessary inspections to be received and all the
utility connections to be established. According to Doing Business Report 2012 the
ranking on the ease of dealing with construction permits is the simple average of the
percentile rankings on its component indicators: days to build a warehouse in main
city, the cost of income per capita in percentage (no bribes included) and all the
necessary procedures in order to legally build a standardized warehouse.

= Getting electricity

The third indicator of doing business takes into consideration all the procedures
needed for a business in order to get a permanent electricity connection and supply for
a standardized warehouse. Moreover, these procedures are: applications and contracts
with electricity utilities, all necessary inspections and clearances from the utility and
other agencies and the external and final connection works™. The ranking on the ease
of getting electricity is the simple average of the percentile rankings on its component
indicators: days to obtain an electricity connection in main city, the cost of income per
capita in percentage (no bribes included) and all the necessary procedures in order to

legally build a standardized warehouse’™.

= Registering property

This section lays emphasis on the procedures required for a business to purchase a
property from another business transferring the property title to the buyer’s name. To
be more specific, the purchaser can expand its business by using the property, take
new loans and sell the property to another business. Moreover, the onset of the
procedure is set by obtaining the necessary documents (i.e. a copy of the seller’s title)
and conducting due diligence if required. According to Doing Business Report 2012
the transaction is considered complete when it is opposable to third parties and when
the buyer can use the property, use it as collateral for a bank loan or resell it. The

ranking on the ease of registering property is the simple average of the percentile

™ Doing Business Report 2012
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rankings on its component indicators: days to transfer property in main city, the cost
of property value in percentage (no bribes included) and all the necessary procedures

in order to transfer the property title legally to the buyer’s name’®,

= Getting credit
Doing Business measures the legal rights of borrowers and lenders with respect to

secured transactions through one set of indicators and the sharing of credit
information through another”’. There are two kinds of indicators: the first analyzes
that lending is ameliorated by collateral and bankruptcy laws while the other estimates
the coverage, scope and accessibility of credit information that public credit registries
and private credit bureaus supply. According to Doing Business Report 2012 the
ranking on the ease of getting credit is based on the percentile rankings on its
component indicators: the depth of credit information index (weighted at 37.5%) and
the strength of legal rights index (weighted at 62.5%).

=  Protecting investors

This section considers how much minority shareholders can be vigorously protected
against director’s misuse of corporate assets in order to get maximum benefit from it.
To be more specific, there are three dimensions of investor protections that the
indicators specify: transparency of related-party transactions (extent of disclosure
index) liability for self-dealing (extent of director liability index) and shareholders’
ability to sue officers and directors for misconduct (ease of shareholder suits index)®.
According to Doing Business Report 2012 the ranking on the strength of investor
protection index is the simple average of the percentile rankings on its three sub-

indicators which are previously cited.

= Paying taxes
This indicator delineates the fact that the established tax system in a country affects

not only the functions of firms but also the decisions of investments, up to a great
extent. As a result, Doing Business records the taxes and mandatory contributions that

a medium-size company must pay in a given year as well as measures of the

8 http://www.doingbusiness.org/methodology/registering-property
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administrative burden of paying taxes and contributions’®. The profit or corporate
income tax, social contributions and labor taxes paid by the employer, property taxes,
property transfers taxes, dividend tax, capital gains tax, financial transactions tax,
waste collection taxes, vehicle and road taxes and any other small taxes or fees are
encompassed in taxes and contributions®. According to Doing Business Report 2012
the ranking on the ease of paying taxes are based on three indicators: a) number of
hours per year to prepare, file returns and pay taxes, b) the percentage of firm tax

liability of profits before all taxes borne, ¢) number of tax payments per year.

= Trading across borders

As far as this section is concerned, the time and cost (excluding tariffs) related to
exports and imports of goods by ocean transport are scrutinized. Not only the time
and cost necessary to complete every official procedure but also all documents needed
by the trader to export or import the goods across the border are recorded®. The
ranking on the ease of trading across borders is the simple average of the percentile
rankings on its three indicators: a) all documents to export and import required by
customs and other agencies, b) time to export and import (document preparation,
customs clearance and technical control, port and terminal handling, inland transport
and handling), c) cost to export and import (US$ per 20-foot container, no bribes or

tariffs included)®.

= Enforcing contracts

The efficiency of the judicial system in resolving a commercial dispute is examined
by this indicator. To be more specific, the data are based on the gradual evolution of a
commercial sale dispute before local courts. According to Doing Business Report
2012, the data are collected through study of the codes of civil procedure and other
court regulations as well as surveys completed by local litigation lawyers and by
judges. Furthermore, the ranking on the ease of enforcing contracts is the simple
average of the percentile rankings on its three indicators: a) time (days to resolve

commercial sale dispute through the courts), b) cost (attorney, court and enforcement

" Doing Business Report 2012
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costs as a percentage of claim value), c) procedures (steps to file claim, obtain
judgment and enforce it)™®.

= Resolving insolvency (formerly closing a business)

The final section examines the time, cost and outcome of insolvency proceedings
involving domestic entities. The reason why the name of this indicator was altered
from closing a business to resolving insolvency depicts the content of the indicators.
Moreover, the indicators did not change in content or scope®. In a nutshell, the data
are built from questionnaire responses by local insolvency practitioners. Furthermore,
the study of laws and regulations offers useful legal information as far as bankruptcy
systems are concerned®. The ranking on the ease of resolving insolvency is based on
the recovery rate. The latter is a function of time, cost and other factors such as
lending rate and the likelihood of the company continuing to operate®. Another thing
that is useful to be mentioned, is that time and cost do not count separately for the

rankings.

8 http://www.doingbusiness.org/methodology/enforcing-contracts
& Doing Business Report 2012
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C.2.2 Starting a business in Bulgaria

1*' indicator of EDB: Starting a business in Bulgaria

Years

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Rank

- - - 85 | 100 | 81 50

Procedures (number) 10 11 11 9 9 4 4

Time

(days) 30 | 32 | 32 | 32 | 32 | 49 | 18

Cost

capita)

(% of income per 8.3 96 | 79 | 84 | 20 | 17

Minimum capital (% of

income per capita)

Source: World Bank, Ease of Doing Business Reports 2004-2013.

Regarding this indicator, Bulgaria presents a good performance in 2012, although the
country indicates a decrease of 8 positions in the ranking this year than the previous
year. According to Doing Business Report 2013, Bulgaria made starting a business
easier by reducing the cost of registration. Especially in 2008 the country had the
worst position of the recent years as it was 100" in the global ranking. Moreover,
starting a business becomes easier in Bulgaria particularly after 2009 and this is a
consequence of the several amendments that were effectuated. In that direction, an
elimination in minimum capital requirement has been launched in 2009, while that
was completely abolished after 2011%”. Moreover, an improvement is observed in the
other three sectors from 2006 to 2012. According to Doing Business Report 2007,
Bulgaria creates a new administrative registry in April 2006 in order to avoid the
delays in the approval of applications of judges when someone starts up a business.
Moreover, a popular reform took place in 2005-2006 aiming to simplified tax
registration. In 2008-09 Bulgaria simplified a variety of registration formalities such
as seal, publication, notarization and inspection®. Furthermore, according to Doing

Business Report 2009 online registration procedures were introduced in Bulgaria. As

8 Doing Business Report 2011
8 Doing Business Report 2010
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a result of the above reforms, after 2009 the days required for the company registry is
decreased to 18. Another positive point that it is useful to be mentioned is that the cost
of starting a business as a percentage of income per capita is in a decline from 2005 to

2012 while has the minimum value in 2012.

C.2.3 Dealing with construction permits in Bulgaria

2" indicator of EDB: Dealing with construction permits in Bulgaria

Years
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Rank = - - 140 | 103 117 119 119
Procedures (number) - - 24 22 22 24 24 24
Time (days) - - 226 | 131 | 139 | 139 | 139
Cost (% of income per 270.5 | 499.9 | 493.6 | 436.5 | 442.3

capita)

Source: World Bank, Ease of Doing Business Reports 2004-2013.

The indicator shows that Bulgaria registers low positions in the global ranking and
this leads to the existence of various problems in this category. A remarkable element
is that in 2008 there is a dramatic amelioration concerning the position of the country
in the global ranking. According to Doing Business Report 2008 the latter
improvement is based on the reforms that took place in building requirements in
Bulgaria after 2006-2007. Moreover the introduction of technical passports in 2008
achieves the following effects: inspections have been made more transparent and
liabilities have been more clearly defined. However, after 2008 dealing with
construction permits has become more difficult. The fees for obtaining construction
permits were increased by about 16 percent in 2008. Stricter environmental
requirements mean that companies in Sofia have to obtain a certificate of energy
efficiency before and after construction®. In other words, all the above explain why

Bulgaria has registered a downfall in the ranking regarding this pillar after 2008.

8 http://www.doingbusiness.org/Data/ExploreTopics/dealing-with-construction-permits/Reforms
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C.2.4 Getting electricity in Bulgaria

3" indicator of EDB: Getting electricity in the Bulgaria

Years
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Rank - - - - - - -

Procedures (number) - - - - - - -

Time (days) - - - - - - -

Cost (% of income per

capita)

Source: World Bank, Ease of Doing Business Reports 2004-2013.

Concerning getting electricity, a lack of information is observed because it is a new
topic which is encompassed in ease of doing business report 2012. CEZ Distribution
Bulgaria AD is a joint-stock company in Sofia which is responsible of supply and
distribution of electricity in Bulgaria. Furthermore, 67% of the company is owned by
CEZ, a.s., Czech Republic, and 33% by the Ministry of Economy and Energy of the
Republic of Bulgaria after being privatized in 2005®°. According to Doing Business
Report 2013, Bulgaria is positioned 128" out of 183 countries in a global level.
Moreover, a newly constructed building in Bulgaria requires 6 procedures, 130 days
and 340.7 costs as a percentage of income per capita in order to get electricity.
Despite a lot of things must be done to improve the performance of the country
regarding the ease of getting electricity, some improvement has already been made

comparably the previous year.

% http://www.cez-rp.bg/en/about-us/companys-profile.html
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C.2.5 Registering property in Bulgaria

4™ indicator of EDB: Registering property in Bulgaria

Years

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Rank

- - - 65 62 59 56

Procedures (number) 9 9 9 9 8 8

Time

(days) 19 | 19 | 19 | 19 | 19 | 15

Cost

(% of property value) 24 | 23 | 23 | 23 | 23 | 23

Source: World Bank, Ease of Doing Business Reports 2004-2013.

Regarding this indicator, it is obvious the fact that Bulgaria has the worst position this
year than the previous years. However, the improvement in the ranking that is
observed from 2008 to 2009 when the country registers a fall of 3 positions is
probably originated in a reform to accommodate the access in the registry. In other
words, by establishing online procedures in 2008-2009, Bulgaria reduced the total
time for property transfer by 4 days™. Moreover, it is logical that transferring property
records from paper to a digital system speeds up processing. As a result a reduction to
the days and cost required to obtain documents is accomplished. Furthermore,
according to Doing Business Report 2010, such reform has the biggest impact on the
due diligence procedures typically carried out at the beginning of the transfer process,
such as obtaining certificates of ownership, encumbrances, good standing of firms or
transfer tax payment. According to Doing Business Report 2011, Bulgaria is among
the countries which have a compliance problem regarding legal time limits for
registration procedures, and this hinders the improvement of the country in this pillar.
On the other hand, the offering of expedited procedures in 2012 is contributed to the

good practices in order to make easy to register property®.

°! Doing Business Report 2010
%2 Doing Business Report 2012

43




C.2.6 Getting credit in Bulgaria

5™ indicator of EDB: Getting credit in Bulgaria

Years

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Rank

- - - 33 13 5 4

Strength of legal rights index (0-10) 3 6 6 6 8 8

Depth of credit information index = 4 3 6 6 6

(0-6)

Public
adults)

registry coverage (% of 13

Private bureau coverage (% of

adults)

Source: World Bank, Ease of Doing Business Reports 2004-2013.

As far as getting credit is concerned, Bulgaria’s ranking is very high and especially
after 2009 is in the peak positions of the ranking (5" in 2009). To be more specific
Bulgaria has very early set the fundamental base in 2003-2004 to ease the access in
getting credit. In other words, credit information system was established in 2003-
2004. However, the good performance of Bulgaria is attributed to a wide range of
reforms established after 2006 in this sector, lending the way to reform later in other
countries. Bulgaria is among the countries which launched not only private credit
bureaus but also public registries in order to improve the way credit information is
shared. The latter is accomplished concerning Bulgaria by two ways: public registries
scrapped their minimum loan cutoff expanding ninefold the coverage of borrowers
and launched an online system, minimizing in seconds the time to retrieve data®. As a
result of the establishment of the private credit bureaus and public registries the
percentage coverage of adults is enhanced from 2006, a positive contribution to the

getting credit pillar. Another thing that is useful to be cited at this point is that one

% Doing Business Report 2006
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more Bulgaria’s good practice to support easy access to credit in 2011 is the

distribution of data on loans below 1% of income per capita®.

C.2.7 Protecting investors in Bulgaria

6" indicator of EDB: Protecting investors in Bulgaria

Years

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Rank

- - - 33 33 38 41

Extent of disclosure index (0-10) 2 10 10 10 10

Extent of director liability index (0-10) 1 1 1 1

Ease of shareholder suits index (0-10) 7 7 7 7

Strength of investor protection index (0-10) ) 6.0 6.0 6.0 6.0

Source: World Bank, Ease of Doing Business Reports 2004-2013.

As far as protecting investors is concerned, Bulgaria seems to be in a relatively good
position after 2007 and this is based on the reforms that has been done in this sector.
According to Doing Business Report 2011 economies with the strongest protections
regulate not only disclosure and approval of related-party transactions but also the
liability of directors when such transactions turn out to be prejudicial. During 2007-
2013 investors have strong protection concerning the extent of disclosure whilst have
limited protection concerning the extent of director liability. In other words, Bulgaria
does not clearly regulate the liability of directors for abusive related party transactions.
As a result there is a blatant need to enhance the regulatory and judicial scheme. A
remarkable point is that the reform of the law of 2002 regarding securities which
hinders the growing flow of de-listed firms from the stock exchange contributing to
higher equity values and tougher investor protections®™. Moreover, during 2007-2009

Bulgaria has amended its company laws in order to implement the European Union

° Doing Business Report 2011

% Learning from the General Principles of Company Law for Transition Economies: The Case of
Bulgaria by Vladimir A. Atanasov, Conrad S. Ciccotello, Stanley B. Gyoshev, July 22, 2005

Journal of Corporation Law, Vol. 31, pp. 1004-1033, Summer 2006
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Transparency Directives aiming to increase transparency both before and after

related-party transactions are concluded®.

C.2.8 Paying taxes in Bulgaria

7" indicator of EDB: Paying taxes in Bulgaria

Years

2004 | 2005 | 2006 | 2007 | 2008 | 2009

Rank

- - - 107 | 88 94

Payments (number per year) 27 27 17 17

Time (hours per year) 616

Total tax rate (% of profit) 40.7

Source: World Bank, Ease of Doing Business Reports 2004-2013.

It is explicitly registered that Bulgaria advances its position regarding paying taxes
through years since from 107" in 2007 reaches the 91% position this year.
Nevertheless the best performance that country has is in 2012 (69" position) but
cannot managed to remain at that position. It is exceptional the fact that from 2009 to
2012, the country has managed to rise by 26 places, an evidence that the country
improves its tax system every year. According to Doing Business Report 2006, in
2004 tax reform Bulgaria cuts in corporate income tax rate from 19.5% to 15% which
increase the tax revenues. The reform in the corporate income tax does not stop there.
In 2006 the country was the top reformer as the Doing Business Report 2008 cited.
The corporate tax has been reduced from 15% to 10% and employers’ labor taxes
have also been reduced by 7 percentage points. Furthermore, in 2006 a reform in
Bulgaria is established aiming to simplify the process of paying taxes via the
expansion of electronic filing, which has already been introduced in 2005, and the
reduction of the frequency of payments®’. Bulgaria revised tax codes in 2009 while
reduced labor taxes and mandatory contributions from 20.4% in 2010 to 19.2% in

2011%. Furthermore, a new Corporate Income Tax Act and a new Value Added Tax

% Doing Business Report 2009
°" Doing Business Report 2008
% Doing Business Report 2012. Economy profile: Bulgaria
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Act were introduced to synchronize local tax legislation with EU legislation setting
VAT in Bulgaria at 20%. All in all, the general sense concerning paying taxes in

Bulgaria is satisfactory and steadily in a process of improvement.

C.2.9 Trading across borders in Bulgaria

8" indicator of EDB: Trading across borders in Bulgaria

Years

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Rank

- - - 104 | 89 | 102 | 106

Documents to export (number) - - 7 7 5 5 5

Time to export (days) - - 26 26 23 23 23

Cost to export (US$ per container) -

Documents to import (number) 10 10

Time to import (days) 24 25

Cost to import (US$ per container) -

Source: World Bank, Ease of Doing Business Reports 2004-2013.

Despite the fact that Bulgaria’s performance in trading across borders is slightly better
in 2012 than in 2007 (13 position higher), it is generally disappointing. According to
Doing Business Report 2008 the slight reduction in the delays of time to export and
import through years is rooted in the improvement of the banking service of foreign
banks. However, the cost to export and import is very high and this is an impediment
to ease the trading across border. Another serious matter is that of corruption which
still flourish in this sector. Despite new laws and tougher enforcement, corruption is
still one of most difficult problems in Bulgaria’s investment climate. For instance,
Transparency International’s Corruption Perception Index for 2010 ranked Bulgaria
73 out of 178 countries surveyed and the government has demonstrated political will

100

to root out corruption and organized crime™". Another step to fight corruption was

happened earlier concerning preshipment inspection and customs management.

% http://ww.kpmg.com/global/en/issuesandinsights/articlespublications/taxnewsflash/pages/bulgaria-
vat-changes-effective-2012.aspx
100 http://www.state.gov/eleb/rls/othr/ics/2011/157247.htm
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According to Doing Business Report 2006, when the reputation of the customs office
is damaged, because of long delays or corruption, reformers may contract out the
service to a private company. This reform was successful in Bulgaria, where it started
in 2002. In 2003, annual customs revenue rose by 18%, or nearly $500 million. The
number of fines for smuggling increased threefold, to 12,000 per year. Furthermore a
positive clue in the direction to fasten the trading across borders is that an online
submission of customs declaration forms is established in 2012 in Bulgaria'®* and that

the cost to import in 2013 is reduced by 40$ per container.

C.2.10 Enforcing contracts in Bulgaria

9™ indicator of EDB: Enforcing contracts in Bulgaria

Years
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Rank - - - 52 | 90 | 86 | 87
Procedures (number) 26 34 34 34 40 39 39

Time (days)
Cost (% of claim)

Source: World Bank, Ease of Doing Business Reports 2004-2013.

Bulgaria is steadily positioned 87" from 2010 to 2012 in the global ranking regarding
the ease of enforcing contracts while in 2013 this position is slightly improved. After
2006, a variety of reforms took place in Bulgaria in order to facilitate and fasten
enforcing contracts. Some of them are: judicial statistics Systems (2003) is introduced,
a case tracking system for staff planning in all of its district courts (2004) are
established and Bulgaria’s supreme courts computerized their court records system
(2006). According to Doing Business Report 2008 in Eastern Europe reformers in
Bulgaria focused on making the enforcement of judgments more efficient and
reducing judicial corruption. Another reform that took place in 2006/07 is the
introduction of private bailiffs in Bulgaria. As a result the time to enforce a judgment

is reduced from 150 days to 125. In the field of confronting corruption, Bulgaria

101 Doing Business Report 2012. Economy profile: Bulgaria
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introduced random allocation of court cases to judges and doubled judges’ salaries
and focused on transparency in the selection and appointment of judges. Furthermore,
in 2009 Bulgaria shortened trial times by requiring judges to refuse incomplete court
filings rather than allow multiple extensions. To ensure compliance with deadlines,
disciplinary sanctions now apply to judges who systematically violate them'%%. As far
as the reform of appeals process is concerned; a limitation into substantive issues is
established in 2009.

C.2.11 Resolving insolvency (closing business) in
Bulgaria

10" indicator of EDB: Resolving insolvency (closing business) in Bulgaria

Years
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Rank - - 64 | 72 | 75 | 78 | 83 90
Time (years) 3.8 3.3 33133 |33 |33 ]| 33| 33
Cost (% of estate) 18 8.0 9 9 9 9 9 9

Recovery rate (cents on the -
dollar)

Source: World Bank, Ease of Doing Business Reports 2004-2013.

As far as the indicator in resolving insolvency proceedings is concerned, the
performance of Bulgaria is not so good since it is in the 93" country well below the
average of Balkan region (73.7) and EU27 (37.7). Moreover it can easily be depicted
the fact that Bulgaria is fell by almost 29 positions from 2006 to 2012. However,
according to Doing Business Report 2004, a rehabilitation procedure in the case of
bankruptcy is existent in Bulgaria. Contrary to the latter, only 37 companies out of
1320 in 2001, which entered bankruptcy, applied for rehabilitation. Moreover, in 2004
a reform is undertaken in Bulgaria in order to making easer the exit of a company. In
other words, the country amended its bankruptcy law by two measures: firstly

statutory deadlines were decreased and secondly opportunities for appeal were limited.

192 Doing Business Report 2009
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Moreover by the introduction of specialization for the judges who deal with
foreclosure or bankruptcy cases, recovery rates are enhanced. The reason for the latter
is the existence of the general sense of the correlative relationship between
bankruptcy and the courts. In other words, it is impossible to improve bankruptcy
without improving courts. The reform that has already been mentioned is a concrete
explanation of the downward trend in the recovery rates from 2004 to 2012.
Furthermore, according to Doing Business Report 2008, another significant reform
took place in Bulgaria: by introducing time limits, bankruptcy becomes cheaper and
the closure of a business is accelerated while the exacerbation in company’s value is
prevented over time. The country proceeds into two more amendments in 2009: the
Civil Procedure Code and the Law for the Commercial Registry have passed. The
former law attempts to organize better the cases which the Supreme Court chooses to
hear by streamlining procedural appeals. As a result the long delays in the court
decision of the Supreme Court could be decreased. The latter law is innovative for
Bulgaria since the major decisions as well as rulings of the bankruptcy court are
posted on the commercial registry’s website’®. According to Doing Business Report
2012 Bulgaria has introduced qualification standards to facilitate the resolving
insolvency. Additionally, Bulgaria in 2012 amended its commerce act to extend
further rights to secured creditors and increase the transparency of insolvency
proceedings®. Last but not least, among the good practices in doing business report
2013 is the fact that creditors’ committees are assigned a say in insolvency proceeding
decisions. Despite the reforms that Bulgaria has undertaken in this category, the bad
performance of the country denotes that there is a blatant need of several things that

must be done in the forthcoming future.

C.3 Ease of doing business and ranking in Balkan region
in comparison with Bulgaria in 2013

In general, the best performance in Balkan region is that of FYROM and the worst is
Bosnia and Herzegovina while Bulgaria’s performance is very good (3" out of 13

countries). Moreover, Bulgaria’s satisfactory performance is depicted of the fact that

193 Doing Business Report 2009
194 Doing Business Report 2012
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the country is above the Balkan average of about 8 positions. This is rooted to a wide
range of reforms that the country is engaged in. Nevertheless the country (66™) seems
to lag behind the other countries of Europe in this category as it is 29 positions below
the EU average (37.7). A brief comparison between Balkan region and Bulgaria
regarding all the indices of ease of doing business in 2013 and a further analysis in
Bulgaria are following.

Regarding the ease of starting a business in Balkan region FYROM (5™ is in the first
position whilst Bosnia and Herzegovina (162" is at the bottom. According to Doing
Business Report 2013, despite someone in Slovenia needs the least cost as a
percentage of income per capita (0.0) in Balkans in order to start up a business, it is
the second country in the ranking. According to Doing Business Report 2013,
FYROM made starting a business easier by simplifying the process for obtaining a
company seal. Additionally, Bulgaria (4™ in Balkans ranking) attempted to facilitate
the process of starting a business by reducing the cost of registration'®.

As far as dealing with construction permits is concerned, Bulgaria stands in the 4th
place after Greece, FYROM and Slovenia. Despite the fact that the country is above
the Balkan average in this particular index (135), the performance is disappointing
since it is in the 123" position. The reason behind the discouraged performance of
Bulgaria lays into the consequences of global economic crisis that has negatively
affected not only the country but also the Balkans. However, Bulgaria rises to
prominence only in the time required to complete the procedure since it has the
second place in the Balkans. On the other hand, Greece is the country with the best
performance in this indicator (31%) whilst Albania is at the bottom of the ranking
(185™ % According to Doing Business Report 2013, Greece is among the 10
economies that improved the most in the Doing Business measures in the past year
making construction permitting faster by transferring the planning approval process
from the municipality to certified private professionals.

Concerning getting electricity, Bulgaria is positioned 9" in Balkans. Moreover,
Bulgaria has the worst performance in this category than all the other indices of ease
of doing business. The time and the cost needed for someone to get electricity for a
new company in Bulgaria is approximately 3 times higher in Bulgaria than in

Slovenia (the 1% country in Balkans). On the other hand, the country has one of the

195 Doing Business Report 2013
1% Doing Business Report 2013
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minimum cost of the Balkans since it is in the 4™ position. The latter is a result of a
general inclination in the direction of setting a more transparent connection cost'”’.
Moreover, in the field of registering property the country by the 68" place in the
global ranking is 5th in Balkans. In other words it is 7 positions higher than the
Balkan average (74.84), an evidence that the country has a very good performance in
regional level. The time required to register a property in Bulgaria is threefold than in
Moldova which is the fastest country in this sector. In this direction, a variety of
amendments are introduced in order to shorten the days required simplifying the
registration procedures in Bulgaria. Furthermore, Bosnia and Herzegovina is the only
country in Balkan region that made it easier to registering property via transferring
property between companies after computerizing the commercial registry™.

Things are completely different in the category of getting credit in Bulgaria. The
country has the best performance in this index among all other indices of ease of
doing business. It is positioned 40™ and shares the place in Balkan ranking with
Croatia, Moldova and Serbia. Moreover, Bulgaria is well above the Balkan average
(45) in this index while Slovenia (104”‘) is at the bottom of Balkan ranking with the
worst getting credit information system. Concerning the strength of legal rights index,
Bulgaria is above Montenegro(1* in this ranking) as well as Romania(2™ in this
ranking) in the Balkan ranking. An amalgam of good practices as well as numerous
amendments supports easy access in getting credit launching Bulgaria at a very good
position in the ranking%.

Bulgaria stands at 49™ position in the ranking of 183 economies on the strength of
investor protection index and shares the position with Romania in Balkans ranking.
Moreover, the country is well above the Balkan average which is approximately 67 in
this index. The Strength of investor protection index is the same as Romania’s but
transparency of related-party transactions is highest in Bulgaria. On the other hand,
Croatia in the 139" place globally has also the worst performance in this category in
Balkan region since no reforms have been undertaken this year'°.

As far as the ease of paying taxes is concerned, Bulgaria is positioned 91% in the
global ranking and 8" in the Balkan region ranking. Moreover, FYROM (24") is at
the peak of ranking whilst Albania (160™) stands at the bottom. However, FYROM

197 Doing Business Report 2013
1% Doing Business Report 2013
199 Doing Business Report 2013
19 Doing Business Report 2013
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did nothing this year concerning this indicator but Albania made paying taxes easier
for companies by abolishing the vehicle tax and encouraging electronic filing for
taxes. Not only Croatia that is the 2™ country in Balkans but also Bosnia Herzegovina
that is 11" country in Balkans made easier paying taxes indicator. The former made
paying taxes less costly for companies by reducing the health insurance contribution
rate while the latter country eased the administrative burden of filing and paying
social security contributions by implementing electronic filing and payment
systems™*.

Another index of the ease of doing business is trading across borders in which
Bulgaria stands at 93" in the ranking of 183 economies and at 8" in ranking of
Balkans. In other words, Bulgaria lags behind a lot of countries such as: Montenegro,
Slovenia, Greece, Romania, FYROM, Turkey and Albania. The poor performance of
Bulgaria in this index is based on inadequacies in the methods to fight corruption at
borders and to lower the cost to import and export. It is worth to be added that no
Balkan country has undertaken a reform this year concerning this indicator**2.
Concerning enforcing contracts index Bulgaria is placed 86" in the ranking of 183
economies and 8" in the ranking of Balkans. Despite the relatively unsatisfactory
position that the country has in the Balkans, is 4" (after Slovenia, Croatia and Greece)
concerning the cost required to enforce a contract. On the other hand, there are lots of
days needed for someone to enforce a contract and this automatically set the country
in the bottom of the Balkans in this specific sector. For instance, it is worth to be
mentioned that Bulgaria’s number of days provided for a company to enforce a
contract is approximately double than Moldova’s, which is in the first place of Balkan
ranking (26" globally). Despite Moldova is at the 1% place in this ranking, it made
enforcing contracts more difficult this year by abolishing the specialized economic
courts™.

Regarding resolving insolvency, Kosovo has the best performance (87") while Turkey
has the worst performance (124™) in regional level. Bulgaria is positioned 93"
globally and 9" in the Balkan region. In other words, Bulgaria’s performance in this
indicator is unsatisfactory since the country is below the Balkan average. On the other

hand, it is a positive element that the country is third in Balkans region regarding the

11 Doing Business Report 2013
12 Doing Business Report 2013
13 Doing Business Report 2013
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cost that somebody incurs in the attempt to close a business. Furthermore, Bulgaria
shares this place in the ranking with Greece, Bosnia Herzegovina and Moldova. As
far as time to resolving insolvency is concerned, things are very difficult for Bulgaria
since is at the bottom of the ranking together with Bosnia Herzegovina, Romania and
Turkey. All in all, for the closure of companies in Bulgaria, things are rather complex

than simple**.

14 Doing Business Report 2013
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SECTION D: POLICY RECOMMENDATIONS (GCI)

The most problematic factors for doing business*
Years 2011/2012 2012/2013

Corruption 13.8% 13.1%

Inefficient government bureaucracy 11.1% 12.9%

Inadequate supply of infrastructure 9% 11.0%

Inadequately educated workforce 6.7% 8.6%

Access to financing 10.2% 8.4%

Source: Global Competitiveness Index 2011/2012 & 2012/2013
* The five more problematic factors in Bulgaria as they were selected by the respondents of a research in 2012 &
2013.

Bulgaria, an advanced transition economy, runs a period of macroeconomic stability
with optimistic messages of forthcoming economic growth despite the global financial
crisis. Bulgarian government's responsible fiscal policy and decisiveness to
materialize difficult and important reforms retrieve the trust of markets and attract
new investments in the country. That was underlined in an interview of the Bulgarian
president Mr Plevnelief at his visit in New York attending the 67th General Assembly
of UN who emphasized the fact that country improved its place in the global ranking
of competitiveness and managed to mark economic growth which fluctuated between
1.3% and 1.5%™°. This general positive climate of economic stability can be
demonstrated in various pillars of competitiveness of Bulgaria. Amongst the country’s
advantages that constitute economic stability are: a decrease of the rate of annual
inflation, having the lowest ratio of general government debt to GDP of other
European countries and Bulgarian currency is tied to euro in a currency board
system™®.

Nevertheless, the main problematic factors for Bulgaria are corruption, inefficient
government bureaucracy, and inadequate supply of infrastructure, inadequately
educated workforce and access to financing. Despite the fact that Bulgaria has
improved its position concerning basic and tertiary education pillars, a lot of things
must be done in order to upgrade the level of education of workforce. Bulgaria should

set the lack of skilled workforce into a national target in order to enforce the potential

115 http://portal .kathimerini.gr/4dcgi/ w_articles kathbreak 1 25/09/2012 462885
116 http://www.novinite.com/view news.php?id=89916
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of it which could possibly lead to strengthening innovation capacity and economic
growth of the country. By the creation of new jobs in the country, the newly emerged
phenomenon of the emigration of scientists is going to be faced. Moreover, the
training of uneducated labour force via instructional specialized seminars should be a
top priority for the government, ensuring a free entrance to everybody who wills to
attend them. In other words the country should funding more at this sector and should
need to greatly increase the absorption of EU funds. Under the “Europe 2020 agenda,
the education especially of young people in Bulgaria is in progress. A national
initiative has been launched to comprehensively address the integration of young
people in the labour market. Public employment services are still of relatively low
quality and staff training should be intensified, in particular with respect to "Roma
mediators"*"’.

As it is mentioned earlier, there is a lack of linkage between universities and business
sector. Furthermore, investing more and more in R&D is critical to strengthening
Bulgaria's economy and unlocking smart growth given that innovative firms are
explicitly contributors to economic growth. Seventh Framework Programme (FP7) for
research and technological development, and the Competitiveness and Innovation
Framework Programme (CIP) are both two EU programs aiming to direct EU funds
towards long term projects at national and regional level**®. Those programs could
improve the access to finance for start-ups and SMEs (small and medium enterprises),
in particular those involved in innovative activities aiming to give the economy a
boost. As a result, the competitiveness in Bulgaria is enhanced bridging the gap
between labour and higher education.

Another factor which needs to be reduced is that of endemic corruption, a significant
deficiency of Bulgaria democracy. The existence of various anti-corruption measures
and special state control commissions are proven to be insufficient while the
Bulgarian government is still failing to achieve any sustainable anti-corruption
results**®. For instance, according to the Center for the Study of Democracy by April
2012 the average of corrupt interactions was approximately 150,000, while by the end
of 1999 that was almost 200,000. Furthermore, corruption needs to be reduced by

adopting some measures in various sectors, such as effective reforms in the judicial

U7 http://register.consilium.europa.eu/pdf/en/12/st11/st11245.en12.pdf
118 http://cordis.europa.eu/fetch?CALLER=EN NEWS&ACTION=D&SESSION=&RCN=28331
119 hitp://www.csd.bg/artShow.php?id=16175

56


http://register.consilium.europa.eu/pdf/en/12/st11/st11245.en12.pdf
http://cordis.europa.eu/fetch?CALLER=EN_NEWS&ACTION=D&SESSION=&RCN=28331
http://www.csd.bg/artShow.php?id=16175

system, rule of law and enforcement of the anti-corruption role of media. Additionally,
the restriction of government intervention as wells as the reinforcement of institutions
participation and accountability are primary targets to reduce corruption. Cooperation
and Verification Mechanism has already been established in Bulgaria in order to
report every six months the progress of judicial reform by EU commission and the
well-functioning of rule of law system'?°. Concerning the reform of the judicial sector,
a proposal could be to enhance regulation when appoint and train of judges.
Deregulation, financial liberalization, restricting bureaucracy and decentralization of
government services could decrease the number of transactions leading to reduce

corruption*?

. Another anti-corruption measure could be to increase the possibility of
paying penalties when someone is involved in corruption commitments. Furthermore,
it is high time to enforce the system of monitoring and control over the transactions
between government and citizens and the transactions at the boundaries aiming at
eradication of bribes. According to the EU council, the new legislation on public
procurement is an important step towards a better system for the monitoring,
prevention and sanctioning of irregularities.

Nevertheless the improvement that has already been attained in rehabilitation of the
infrastructure sector in 2012, the administrative capacity of Bulgaria is insufficient to
properly manage and maintain road, rail and water infrastructures projects*??. The
administrative reform that must been undertaken is related to shrink public sector staff
with limited attempts to remove other sources of inefficiency. Significant challenges
are the existence of complicated administrative procedures and the difficulty
encountered by enterprises in securing co-financing which indisputably contribute to
absorb EU funds in a slow pace. An introduction of e-government could possibly
improve the efficiency of the administrative system, optimize the function of the
administrative capacity and enhance the co-operation between government and
business. Although the implementation of e-government could be a solution to the
problem, there is no implementation of that in Bulgaria until this year.

In a nutshell, Bulgaria faces various challenges that hindrance directly the

competitiveness of the country. It is essential that all the above recommendations

120 http://csis.org/blog/rule-law-reform-process-bulgaria-and-romania

121 Jeff Huther, Anwar Shah. Anti-corruption Policies. A framework for Evaluation. The World Bank,
December 2000. Policy Research Working Paper,wps 2501.

122 hitp://register.consilium.europa.eu/pdf/en/12/st11/st11245.en12.pdf
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could become a reality in due time. In practice, this is difficult without the useful
contribution of a means for the achievement of the reforms and amendments. In other
words, it is necessary to establish a General Secretariat for Investments and
Competitiveness within the Bulgarian Ministry of Regional Development and Public
Works. The scope of this Secretariat could be to promote the competitiveness via
effectively absorption of EU funds, normal and regular adaptation of reforms and
amendments, efficient and optimal management toward the recommendations of EU
Council and close co-ordination of efforts for further development in the afflicted
areas of competitiveness. Moreover, this Secretariat in co-operation with the Ministry
of Education and Science could introduce and promote at the basic educational
courses toward competitiveness. The amalgam of all these functions of the General
Secretariat for Investments and Competitiveness could be the cornerstone of the

enhancement of competitiveness.

SECTION E: BUSINESS PROPOSAL (EDB

FDI in Bulgaria
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Foreign direct investment in Bulgaria for the first half of 2012 has almost doubled
compared to the same period last year. According to Bulgarian National Bank’s data,
the Foreign direct investment in Bulgaria for January - August 2012 increased by
EUR 873 million (2.2% of GDP), compared to an increase of EUR 516.5 million
(1.3% of GDP) for January - August 2011'2%. According to the chart provided by
CEIC data, the most investment inflows in 2012 came from the Netherlands, Austria
and Germany. Bulgaria is ranked in the world’s most attractive countries to attract
investors because is member of EU27, maintain low labour cost, low costs of doing
business and extremely low corporate tax (there are regions in Bulgaria subject to 0 %
corporate tax due to high unemployment), establish favourable investment legislation
and has access to EU Structural Funds*?,

The Bulgarian agricultural sector is traditionally a hot sector to attract investors. Total

125 Recent

agricultural land in Bulgaria is 56 million daa (5, 600, 000 hectares)
political and economic changes and reforms, including the 2007 accession of Bulgaria
to the European Union, are the forerunner of auspicious growth potential of this sector.
Moreover, the existence of optimal and ideal natural, climatic and geostrategic
conditions in the country operates as the main determinant of developing agriculture,
livestock breeding and forestry sector.

Except for favorable weather conditions, there is a variety of advantages for someone
to purchase Bulgaria farmland for investment. Firstly, it is a stable European country
and though is object to financial and technical support by the EU. Within the
framework of the Common Agricultural Policy (CAP) and other cohesion funding
policies of the EU, Bulgaria is due to utilize more than € 7 billion for the period 2007-
2013, of which a total of EUR 3 241 million are for rural areas development®?.
Secondly, apart from having some of Europe’s best farmland, Bulgaria is now
receiving millions in EU agricultural subsidies which are disbursed to Bulgarian
farmers and in 2014 they will increase and equalize those subsidies for other
European countries. Thirdly, local low cost and reliable farm management, offer
guaranteed return of 10% a year. Fourthly, Bulgaria has the lowest taxes in Europe.

For instance, income tax is a maximum 10%. Fifthly, the high-schools and colleges

123http://bnr.bg/sites/en/Lifestyle/BulgariaAndWorld/Pages/1909Foreigninvestmentandcapitaloutflowo
ntherise.aspx

124 http://www.investbulgaria.com/BulgarianInvestmentIncentives.php

125 http://www.cibolabg.com/en/property/invest-in-bulgarian-agriculture

126 htp://www.investnet.bg/Industries/KeylndustryDetails/Agriculture.aspx
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offer training in modern farming and animal breeding. In other words farmers have
the golden opportunity to get specialized in farming resulting in augmentation of
production. Another important advantage of the sector is the presence of well-
established food research and development institutions**’. On the other hand, a
disadvantage could be that foreigners cannot own land, but the Foreign Investment
Law removed restrictions on the acquisition of land by locally registered companies
with foreign participation.

The main crops produced encompass tomatoes, pepper, tobacco, grapes, wheat, maize,
beans, potato, sunflower, peaches, apricots, apples, melons, and nuts. There are
traditions in the sheep, pig and cattle breeding, poultry farming, and bee-keeping.
Traditionally, Bulgaria has had a prominent position in exports of grapes, oriental
tobacco, tomatoes, apricots and other agricultural products to European markets.
However, underdeveloped, due to economic factors, remain pepper, tomatoes, grapes
and apples production, which are otherwise favoured by natural condition .Great
opportunities in the sector exist for the creation of total production chains through a
combination of selected companies in clusters covering primary sector, processing,
sales and distribution. Furthermore, irrigation and transportation infrastructure is very

good and continuously improving*?®

. In terms of livestock breeding and livestock
products processing, the country has excellent outlooks for augmenting the exports of
specific high quality milk and dairy commodities, as well as meat products.
Predisposed by climatic and natural conditions, organic farming is also gaining speed
in recent years. Investments in organic production are strongly encouraged by both
Bulgarian and European authorities. With approximately 0.4% of the arable land used
for organic farming, compared to 4.7% across Europe, the potential of the sector still
remains undiscovered'?®,

Within Bulgaria a special EU support program (SAPARD), provides for a 50%
investment subsidy for investment projects in agriculture. More specific, subsidies for
2012 are as follows: 22.40 BGN from the EU and 3 BGN from the Bulgarian budget,
for a total of 25.40 BGN/per daa (130 EUR/hectare). At the beginning of 2014, the
subsidy system will likely alter to involve a floating payment schedule, which is set to

favour agricultural holdings whose size is between 50— 300 hectares. The vast

127 http://blog.securities.com/2012/07/foreign-direct-investment-in-bulgaria-signs-of-recovery/
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majority of the subsidies are taken up by the agricultural cereal producers, since
subsidies are distributed per hectare of planted land. Cereal production takes up to
56.25% of cultivated land™*°. Cost of agricultural land and cost of construction, are
EUR 250 a decar and EUR 300 per square meter, respectively and operational cost is
very low. Moreover, there is a wide availability of workforce while the worker cost
per hour is EUR 1-23.

The introduction of Rural Development Programme (2007-2013) by EU aims to
make agriculture an attractive industry and to guarantee a high standard of living for
people working in the sector by stabilising and increasing their incomes, keeping pace
with the priorities of the Common Agricultural Policy (CAP). A Food Safety Agency
is being established to guarantee the safety and increase the quality of food and a
legislative base is being created to allow producers to supply directly to consumers
thus enhancing market opportunities. Bulgarian government priorities are consistently
focused on the goal of increasing the competitiveness of Bulgarian agriculture
through technical and technological modernization of the sector and on the
sustainable development and stabilization of rural areas under the conditions of EU
membership*®.

Bulgarian agriculture has attracted new foreign investors who have shown real
interest especially since 2010. To be more specific, companies from Qatar, Kuwait,
Saudi Arabia, the United Arab Emirates, Israel and China have drawn attention to
Bulgarian agriculture since 2010. Various memorandums and agreements have
already been signed, but the real cooperation is been hindered by the fragmentation of
Bulgarian farmlands. For instance, foreign investors look for areas of at least 1,000 ha,
while the biggest ones in this country are 50 ha on the average. The major investment
so far belongs to the Chinese Tianjin State Farms Agro Business Group Company that
has invested EUR 10 million for the rent of 2,000 ha of farmland near the village of
Boynitsa, Vidin region. This is the first Chinese state investment in the sector of
agriculture not only for Bulgaria, but for the entire EU. The strategic position of the
country is a direct linkage for China to the European markets. At the same time, Qatar

looks for projects that need an initial investment of EUR 100 millions, predominantly

130 http://www.cibolabg.com/en/property/invest-in-bulgarian-agriculture
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in the stock breeding sector. Kuwait is ready to invest USD 480 millions in Bulgarian
agriculture. Saudi king wants to invest USD 800 millions in foreign countries’
agriculture and food industries and one possible choice is Bulgaria. The goal is
enough quantities and stable prices to be ensured with mutual benefits for both Saudi
Arabia and the country that receives the investments. The Arab country wants to
invest towards growing of crop plants, development of stock breeding and fishing,
and food production™*,
All in all, by investing in Bulgaria's agriculture sectors investors quickly realize
tremendous savings, without compromising the quality of their products.
Bulgarian Prime Minister Boyko Borissov has recently stated™* :

“Our petrol is foods and hundreds of mineral springs. The world

really needs food and waters, but we have huge abandoned lands

and we should take advantage of this wealth,”
In other words, the Bulgarian Prime Minister has highlighted that in these grievous
times of global economic crisis the catalyst solution for Bulgaria is the development
of agriculture. A positive clue is that during the next 5-10 years massive growth is
expected since the country not surprisingly is becoming a magnet for investment in

agricultural sector.

133 http://bnr.bg/sites/en/Economy/Pages/2905ArabandChineseinvestments.aspx
134 http://bnr.bg/sites/en/Economy/Pages/2905ArabandChineseinvestments.aspx
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SECTION F: CONCLUSION

The aim of this paper is to evaluate the competitiveness and the business environment
of Bulgaria. The analysis was based on two datasets of global publications are been
used: the Global Competitiveness Index (edited by the World Economic Forum) and
the Ease of Doing Business Index (edited by the World Bank). Regarding the Global
Competitiveness Index report 2013, Bulgaria is positioned in the 62" place globally
regarding the global competitiveness ranking, 3 in Balkan ranking but 25" in the
EU27 ranking. Despite the fact that Bulgaria lags behind almost the most European
countries, it is a highly competitive country regionally. Concerning the Ease of Doing
Business Index report 2013, Bulgaria is 66" in the global ranking. In other words the
country is 3" in Balkans but at the bottom of the ranking in EU27.

More particularly, Bulgaria presents a rather erratic trend at the pillars of its
competitiveness index in 2012. A remarkable improvement in the basic requirements
category has been taken place. Macroeconomic environment as well as infrastructure
sector has been enhanced mostly. Despite the latter the country continues to suffer
from infrastructure inefficiencies and low quality of institutions. Concerning
efficiency enhancers’ category, things are similar to last year since stability in
performance has been already observed. In this category it is worth to be mentioned
that the country improves significantly higher education and training pillar as well as
labor market efficiency pillar. The main problematic category that hinders the regular
improvement of competitiveness still remains innovation and sophistication factors
for the country. Bulgaria’s innovation policy is in its infancy while, few firms in
Bulgaria invest in R&D, often because of constraints in access to finance.

As far as the business environment in Bulgaria is concerned, starting a business is the
only category in which Bulgaria made serious reforms and has a very good
performance in 2012. Regarding starting a business index, the abolition in minimum
capital requirement as well as the reduction of the cost of registration has been
effectuated. Moreover, Bulgaria improves and simplifies significantly its tax system
the recent years. Concerning trading across borders, new laws and tougher
enforcement proved to be not enough to fight corruption while an online submission

of customs declaration forms is established in 2012. Moreover, Bulgaria has also a
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good performance at getting credit indicator. On the other hand, indices like dealing
with construction permits, getting electricity, enforcing contracts and resolving
insolvency Bulgaria’s performance is rather discouraging.

This Southeastern Balkan country, Bulgaria, evolves as a benchmark that attracts
many investors every year. The latter is easily been depicted of the dramatic
augmentation of the FDI this year than the previous year. The country is located in a
important geostrategic spot that join Europe with Asia. For the foreign investors, the
access to the developing market of Eastern Europe is very important parameter to
invest in Bulgaria. Trade and competition are enhanced since there are no barriers
after the EU accession of the country. Another crucial parameter is the country’s
membership to EU27 because a variety of benefits are yielded. For instance, the
conditions of business environment can positively be ameliorated by subsidies and
funds which are accessible to European programs.

In a nutshell, the country runs a period of macroeconomic stability which is a
forerunner of a forthcoming economic growth. However, there are numerous
challenges that Bulgaria confronts this period and the solutions should be fast and
explicit. The existence of corruption, inefficient government bureaucracy, inadequate
supply of infrastructure; inadequately educated workforce and access to financing are
some of the factors that hinder Bulgaria’s competitiveness. It is crucial to establish
regulatory and administrative reforms and amendments, to introduce special
instructive programs for the workforce, to invest more in R&D, to introduce special
courses of competitiveness at schools and to establish a General Secretariat for
Investments and Competitiveness within the Bulgarian Ministry of Regional
Development and Public Works. All these measures can augment Bulgaria’s
competitiveness.

Last but not least, Bulgaria is a country that can turn over a new leaf and enhance its
potential for investment via attracting foreign investors. An advantageous factor to the
latter is the agricultural sector which is traditionally a hot sector to attract investors.
Bulgaria, benefited of ideal weather condition, has a strong tradition to this sector as a
country with a total agricultural land of 5, 600, 000 hectares. Moreover, the Invest
Bulgaria Agency can inform and recommend anyone who wants to invest in Bulgaria.
All in all, it is essential before invest in Bulgaria to take into consideration not only

the benefits but also the disadvantages of the Bulgarian business environment.
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Table 1: Global Competitiveness Index: EU27
2001/2002

EU27

2002/2003

2003/2004

2004/2005

2005/2006

2006/2007

2007/2008

2008/2009

2009/2010

2010/2011

2011/2012

2012/2013

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Rank

Score

Austria

18

5,33

18

4,93

17

5,07

17

52

21

4,95

17

5,32

15

5,23

14

5,23

17

513

18

5,09

19

514

16

5,22

Belgium

19

531

25

4,81

27

4,88

25

4,95

31

4,63

20

5,27

20

51

19

514

18

5,09

19

5,07

15

52

17

521

Bulgaria

59

3,82

62

3,68

64

3,67

59

3,98

58

3,83

72

3,96

79

3,93

76

4,03

76

4,02

71

4,13

74

4,16

62

4,27

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

58

4,32

Czech
Republic

37

441

40

4,26

39

4,48

40

4,55

38

442

29

474

33

4,58

33

4,62

31

4,67

36

4,57

38

4,52

39

4,51

Denmark

14

544

10

5,23

4

5,61

5

5,66

4

5,65

4

57

3

5,55

3

5,58

5

5,46

9

5,32

8

54

12

5,29

Estonia

29

4,87

26

4,73

22

4,96

20

5,08

20

4,95

25

512

27

474

32

4,67

35

4,56

33

4,61

33

4,62

34

4,64

Finland

1

6,03

2

5,74

1

6,01

1

5,95

1

5,94

2

5,76

6

5,49

6

55

6

5,43

7

5,37

4

5,47

3

5,55

France

20

5,29

30

4,62

26

491

27

4,92

30

4,78

18

531

18

5,18

16

5,22

16

513

15

513

18

5,14

21

511

Germany

17

5,39

14

5,06

13

5,24

13

5,28

15

51

8

5,58

5

551

7

5,46

7

5,37

5

5,39

6

541

6

5,48

Greece

36

4,46

38

4,32

35

4,58

37

4,56

46

4,26

47

4,33

65

4,08

67

4,11

71

4,04

83

3,99

90

3,92

96

3,86

Hungary

28

4,87

29

4,63

33

4,61

39

4,56

39

4,38

41

4,52

47

4,35

62

4,22

58

4,22

52

4,33

48

4,36

60

43

Ireland

11

5,52

24

4,86

30

4,73

30

49

26

4,86

21

521

22

5,03

22

4,99

25

4,84

29

474

29

4,77

27

4,91

Italy

26

49

39

431

41

4,38

47

4,27

47

421

42

4,46

46

4,36

49

4,35

48

4,31

48

4,37

43

4,43

42

4,46

Latvia

47

4,19

44

4,14

37

454

44

443

44

4,29

36

4,57

45

441

54

4,26

68

4,06

70

4,14

64

4,24

55

4,35

Lithuania

43

4,27

36

4,33

40

4,39

36

4,57

43

43

40

4,53

38

4,49

44

4,45

53

43

47

4,38

44

441

45

441

Luxembourg

21

4,99

26

4,95

25

49

22

5,16

25

4,88

25

4,85

21

4,96

20

5,05

23

5,03

22

5,09

19

5,03

32

4,79

35

454

39

454

56

4,21

52

4,31

52

43

50

4,34

51

4,33

47

441

Netherlands

8

15

12

5,24

12

53

11

521

9

5,56

10

54

8

541

10

5,32

8

5,33

7

541

5

55

Poland

41

51

45

4,15

60

3,98

51

4

48

43

51

4,28

53

4,28

46

4,33

39

4,51

41

4,46

41

4,46

Portugal

25

23

25

4,92

24

4,96

22

4,91

34

46

40

4,48

43

4,47

43

44

46

4,38

45

44

49

44

Romania

56

66

75

3,38

63

3,86

67

3,67

68

4,02

74

3,97

68

4,1

64

4,11

67

4,16

77

4,08

78

4,07

Slovak
Republic

40

49

43

4,23

43

443

41

4,31

37

4,55

41

4,45

46

44

47

4,31

60

4,25

69

4,19

71

414

Slovenia

l
l
l
l
l
|
I Malta
|
|
I
i
I

31

28

31

4,7

33

4,75

32

4,59

33

4,64

39

4,48

42

45

37

4,55

45

442

57

4,3

56

434

Spain

22

22

23

4,94

23

5

29

4,8

28

4,77

29

4,66

29

4,72

33

4,59

42

4,49

36

4,54

36

4,6

Sweden

9

5

3

58

3

5,72

3

5,65

3

5,74

5,54

4

5,53

4

551

2

5,56

3

5,61

5,53

United
Kingdom

12

11

15

5,23

11

53

13

511

10

5,54

541

12

53

13

5,19

12

5,25

10

5,39

5,45

Average

4,80

4,83

4,70

4,89

71

474

4,75

4,70

4,73

4,71

474




Table 2: Global Competitiveness Index: Balkans

2001/2002 2002/2003 2003/2004 2004/2005
Balkans Rank | Score | Rank | Score | Rank | Score | Rank | Score
Albania - - - - - -
BiH - - - 81
Bulgaria 59 62 3,68 59
Croatia - 58 3,8 61
FYROM - - - 81 3,22 84
Greece 36 38 4,32 35 4,58 37
Moldova - - - - -
Montenegro - - - - - -
Romania 56 66 75 3,38 63 67 3,67 68 4,02 74 3,97 68 4,1 64 4,11 67 4,16 77 4,08 78 4,07
Serbia - - 77 3,36 - - - - - 91 3,78 85 3,9 93 3,77 96 3,84 95 3,88 95 3,87
Serbia & - - - - 89 80 3,38 87 3,69 - - - - - - - - - - - -
Montenegro

2005/2006
Rank | Score
100 3,07
95 3,17
58 3,83
62 3,74
85 3,26
46 4,26
82 3,37

2006/2007
Rank | Score
98 3,46
89 3,67
72 3,96
51 4,26
80 3,86
47 4,33
86 3,71

2007/2008
Rank | Score
109 3,48
106 3,55
79 3,93
57 4,2
94 3,73
65 4,08
97 3,64
82 3,91

2008/2009
Rank | Score
108 3,55
107 3,56

76 4,03
61 4,22
89 3,87 84 3,95
67 4,11 71 4,04
95 3,75 - -
65 4,11 62 4,16

2009/2010
Rank | Score
96 3,72
109 3,53
76 4,02
72 4,03

2010/2011
Rank | Score
88 3,94
102 3,7
71 4,13
77 4,04
79 4,02
83 3,99
94 3,86
49 4,36

2011/2012
Rank | Score
78 4,06
100 3,83
74 4,16
76 4,08
79 4,05
90 3,92
93 3,89
60 4,27

2012/2013
Rank Score
89 3,91
88 9,93
62 4,27
81 4,04
80 4,04
96 3,86
87 3,94
72 4,14

64
53

3,38
3,98
3,94
3,34
4,56

3,67
3,97

42
63

37
61

56
43

31
54

28
69

31
65

33
66

32
66

33
59

39
53

45
61

57
59

4,7 4,59
3,68

3,64

4,64
4,14
3,98

4,48
4,25
392

4,5 4,55
4,16

4,00

4,42
4,25
4,06

43 434
4,45

4,05

Average

Table 3: Bulgaria Competitiveness rankings and scores 2001-2013

I Bulgaria 2001/2002 2002/2003 2003/2004 2004/2005 2005/2006 2006/2007 2007/2008 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 i
| Rank 59 62 64 59 58 72 79 76 76 71 74 62
Score 3,82 3,68 3,67 3,98 3,83 3,96 3,93 4,03 4,02 4,13 4,16 4,27

Table 4: Competitiveness and ranking in Bulgaria in comparison to the Balkans (average), EU27 (average), CHINA, USA 2001-2013

I 2001/2002 2002/2003 2003/2004 2004/2005 2005/2006 2006/2007 2007/2008 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 |

| Rank Score Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank Score |
Bulgaria 59 3,82 62 3,68 64 3,67 59 3,98 58 3,83 72 3,96 79 3,93 76 4,03 76 4,02 71 4,13 74 4,16 62 4,27
Balkans 47,2 4,14 53,50 | 3,89 | 60,13 | 3,92 | 63,67 | 3,87 | 70,27 | 3,64 | 70,00 | 3,98 | 7883 | 392 | 77,17 | 3,99 | 7500 | 4,00 | 76,00 | 4,06 | 7817 | 4,08 | 77,25 4,10
EU27 27,04 4,92 29,46 | 4,63 | 28,50 | 4,80 | 29,93 | 483 | 30,59 | 4,70 | 2959 | 4,89 | 33,41 | 4,74 | 3430 | 4,75 | 3474 | 470 | 36,04 | 4,73 [ 37,00 | 471 | 3741 4,74
USA 2 5,95 1 5,93 2 5,81 2 5,82 2 5,81 6 5,61 1 5,67 1 5,74 2 5,59 4 5,43 5 5,43 7 5,47
China 39 4,4 33 4,37 44 4,19 46 4,29 49 4,07 54 4,24 34 4,57 30 4,7 29 4,74 27 4,84 26 4,9 29 4,83

72



Table 5a: Global Competitiveness Index: EU27 - 12 Pillars 2013

. . T 3. Macroeconomic 4. Health and Primar
U7 Basic Requirements 1. Institutions 2. Infrastructure Environment Education y
Rank Score Rank Score Rank Score Rank Score Rank Score
Austria 20 5,63 25 5,04 15 5,80 33 5,35 6,32
Belgium 22 5,52 27 5,00 21 5,68 66 4,66 6,75
Cyprus 42 4,94 40 4,59 39 4,80 117 3,86 9 6,50
Czech Republic 44 4,89 82 3,67 38 4,81 42 5,19 53 5,87
Denmark 16 5,68 14 5,40 16 5,74 32 5,40 29 6,19
Estonia 26 5,47 30 4,94 41 4,72 20 6,01 27 6,21
Finland 4 6,03 3 6,03 23 5,58 24 5,70 1 6,82
France 23 5,52 32 4,83 4 6,28 68 4,64 21 6,39
Germany 11 5,86 16 5,31 3 6,36 30 5,48 22 6,30
Greece 98 4,13 111 3,37 43 4,70 144 2,42 41 6,04
Hungary 55 4,78 80 3,70 50 4,39 44 5,15 51 5,89
Ireland 35 5,11 19 5,22 25 5,34 131 3,44 12 6,46
Italy 51 4,81 97 3,56 28 5,19 102 4,23 25 6,27
Latvia 54 4,79 59 4,01 64 411 46 5,06 45 5,99
Lithuania 49 4,84 60 4,01 40 4,74 75 457 39 6,05
Luxembourg 8 5,96 9 5,60 12 5,84 12 6,18 28 6,20
Malta 34 5,12 37 4,61 34 4,91 71 4,60 19 6,34
Netherlands 10 5,92 7 5,72 7 6,18 41 5,20 5 6,60
Poland 61 4,66 55 4,11 73 3,89 72 4,60 43 6,03
Portugal 40 4,96 46 4,28 24 5,50 116 3,87 30 6,19
Romania 90 4,22 116 3,33 97 3,22 58 4,83 83 5,51
| slovak Republic 62 4,64 104 3,44 56 4,23 54 4,87 42 603 |
| slovenia 39 5,05 58 4,05 35 4,91 50 4,94 24 6,29 |
| spain 36 5,11 48 4,25 10 5,92 104 417 36 609 |
| sweden 6 6,01 6 5,73 19 5,69 13 6,16 14 6,46 |
| United Kingdom 24 5,51 13 5,41 6 6,22 110 4,01 17 639 |
| Average 37,96 5,18 48,22 4,54 33,30 513 63,19 4,82 29,15 6,23 |
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Table 5b: Global Competitiveness Index: EU27 - 12 Pillars 2013

EU27

Efficiency Enhancers

5. Higher Education
and Training

6. Goods Market
Efficiency

7. Labor Market
Efficiency

8. Financial Market
Development

9. Technological
Readiness

10. Market Size

Rank Score

Rank Score

Rank Score

Rank Score

Rank Score

Rank Score

Rank

Score

Austria

19 5,01

18 5,48

22 4,91

32 4,69

34 4,65

17 5,70

36

4,62

Belgium

17 5,09

4 5,81

15 5,12

50 4,54

31 4,68

22 5,57

27

4,81

Bulgaria

59 4,18

63 4,31

83 4,17

49 454

80 3,97

52 4,30

62

3,82

Cyprus

43 4,41

32 4,98

33 4,68

44 4,57

38 4,56

37 4,85

106

2,81

Czech Republic

34 4,59

38 4,87

41 4,53

75 4,32

57 4,25

31 5,06

40

4,51

Denmark

15 5,15

14 5,59

19 5,03

8 5,22

30 4,69

3 6,17

53

4,22

Estonia

31 4,63

25 5,17

31 4,73

10 511

39 4,51

25 5,29

96

2,98

Finland

9 5,30

1 6,18

18 5,05

15 5,00

4 5,50

10 5,92

54

4,18

France

18 5,04

27 5,14

46 447

66 4,41

27 4,73

14 5,72

8

5,76

Germany

10 5,27

5 5,80

21 4,92

53 4,51

32 4,66

15 571

5

6,02

Greece

69 4,05

43 474

3,92

3,56

3,13

43 4,54

46

4,38

Hungary

52 4,32

49 4,67

67 4,28

79 4,27

72 4,05

49 443

52

4,25

Ireland

25 4,85

20 5,30

9 5,24

16 5,00

3,60

12 5,82

56

4,13

41 4,44

45 4,73

65 4,29

3,72

3,57

40 4,71

10

5,63

48 4,37

42 4,78

47 4,42

27 4,78

4,40

38 4,73

91

3,11

Lithuania

46 4,38

26 5,15

56 4,36

65 4,41

3,86

33 5,00

74

3,53

24 4,87

44 474

4 5,32

37 4,65

521

2 6,21

92

3,07

Malta

40 4,46

35 4,93

34 4,62

92 4,14

511

21 5,59

2,38

Netherlands

7 5,35

6 5,79

6 5,29

17 4,99

4,96

9 5,98

20

511

Poland

28 4,69

36 4,92

51 4,39

57 4,48

4,59

42 4,66

19

5,12

Portugal

44 4,40

30 4,98

61 4,31

3,80

3,71

28 5,27

48

4,34

|
l
|
|
|
i Luxembourg
I
|
|
|

Romania

64 4,12

59 4,36

3,86

4,01

3,98

59 4,09

43

441

I Slovak Republic

51 4,33

54 4,50

54 4,37

4,20

4,45

45 4,46

59

4,00

4,25

23 5,20

49 442

4,15

3,29

4,96

78

3,46

4,67

29 5,02

55 4,37

3,98

3,90

5,29

14

5,45

5,33

7 5,75

12 5,14

4,81

5,29

6,29

34

4,62

I United Kingdom

5,50

16 5,57

17 5,09

5,42

5,16

6,00

6

5,78

Average

4,71

5,13

4,64

74

4,49

4,39

5,27

4,31




Table 5¢: Global Competitiveness Index: EU27 - 12 Pillars 2013

EU27

Innovation and Sophistication
Factors

11. Business Sophistication

12. Innovation

Rank Score

Rank Score

Rank

Score

Austria

10 5,30

6 5,52

13

5,07

Belgium

Cyprus

13 5,21

12 5,32

11

5,09

Czech Republic

Denmark

Estonia

Finland

France

Germany

Greece

Hungary

Ireland

Italy

| Slovak Republic

Slovenia

Spain

Sweden

United Kingdom

Average
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Table 6a: Global Competitiveness Index: Balkans - 12 Pillars 2013

Basic Requirements

1. Institutions

2. Infrastructure

3. Macroeconomic

4. Health and Primary

Balkans Environment Education
Rank Score Rank Score Rank Score Rank Score Rank Score
Albania 87 4,24 84 3,65 91 3,48 98 4,27 79 5,56
BiH 81 4,33 85 3,64 94 3,44 97 431 48 5,93
Bulgaria 65 4,63 108 3,39 76 3,79 31 5,42 49 5,92
Croatia 60 4,68 98 3,52 44 4,65 60 4,75 60 5,81
FYROM 71 4,52 78 3,80 81 3,65 47 5,04 77 5,59
Greece 98 4,13 111 3,37 43 4,70 144 2,42 41 6,04
Moldova 93 4,16 110 3,38 92 3,46 93 4,35 86 5,44
| Montenegro 74 4,49 44 4,38 66 4,06 118 3,85 73 5,65
| Romania 90 4,22 116 3,33 97 3,22 58 4,83 83 5,51
| Serbia 95 4,15 130 3,16 77 3,78 115 3,91 66 5,73
| Slovenia 39 5,05 58 4,05 35 491 50 4,94 24 6,29
| Turkey 57 4,75 64 3,98 51 4,38 55 4,86 63 5,78
Average 75,83 4,45 90,50 3,64 70,58 3,96 80,50 4,41 62,42 5,77
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Table 6b: Global Competitiveness Index: Balkans - 12 Pillars 2013

. 5. Higher Education 6. Goods Market 7. Labor Market 8. Financial Market 9. Technological .
Efficiency Enhancers and Training Efficiency Efficiency Development Readiness 10. Market Size

Balkans

Rank Score Rank Score Rank Score Rank Score Rank Score Rank Score Rank Score

Albania 92 3,80 76 4,11 58 4,33 68 4,40 120 3,38 77 3,69 98 2,89
BiH 97 3,75 72 4,18 109 3,92 99 4,08 119 3,41 68 3,84 93 3,07

Croatia
FYROM
Greece
Moldova
Montenegro
Romania
Serbia
Slovenia
Turkey
Average

77



Table 6¢: Global Competitiveness Index: Balkans - 12 Pillars 2013

Balkans

Innovation and
Sophistication
Factors

11. Business
Sophistication

12. Innovation

Rank

Score

Rank

Score

Rank

Score

Albania

113

3,11

98

3,59

123

2,63

BiH

99

3,28

109

3,48

80

3,09

Bulgaria

97

3,30

97

3,62

92

2,98

Croatia

83

3,39

96

3,66

74

3,12

FYROM

110

3,13

111

3,44

110

2,83

Greece

85

3,37

85

3,74

87

3,00

Moldova

131

2,85

120

3,30

135

2,40

69

3,57

76

3,83

60

3,31

106

3,20

110

3,47

102

2,92

124

2,96

132

3,11

111

2,81

36

4,02

53

4,18

32

3,85

50

3,79

47

4,25

55

3,33

Average

91,92

3,33

94,50

3,64

88,42

3,02
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Table 7: Global Competitiveness Index: USA & China - 12 Pillars 2013

PILLARS USA CHINA
Rank Score Rank Score
BASIC REQUIREMENTS 33 5,12 31 5,25
1. institutions 41 4,63 50 4,22
2. infrastructure 14 5,81 48 4,46
3. macroeconomic environment 111 3,97 11 6,22
4. health and primary education 34 6,11 35 6,11
EFFICIENCY ENHANCERS 2 5,63 30 4,64
5. higher education and training 8 5,72 62 4,32
6. goods market efficiency 23 4,88 59 4,31
7. labor market efficiency 6 5,37 41 4,60
| 8. financial market development 16 5,07 54 4,31
| 9. technological readiness 11 5,84 88 3,50
| 10. market size 1 6,93 2 6,82
| INNOVATION & SOPHISTICATION FACTORS 7 5,42 34 4,05
| 11. business sophistication 10 5,34 45 4,25
| 12. innovation 6 5,50 33 3,85
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Table 8: Ease of Doing Business Index: EU27

EU27

2005/2006

2006/2007

2007/2008

2008/2009

2009/2010

2010/2011

2011/2012

2012/2013

Austria

32

30

25

27

28

32

32

29

Belgium

18

20

19

19

22

25

28

33

Bulgaria

62

54

46

45

44

51

59

66

Cyprus

40

37

40

36

Czech Republic

41

52

56

75

74

63

64

65

Denmark

8

7

5

5

6

6

5

5

Estonia

16

17

17

22

24

17

24

21

Finland

13

14

13

14

16

13

11

11

France

44

35

31

31

31

26

29

34

Germany

19

21

20

25

25

22

19

20

| Greece

80

109

100

96

109

100

78

| Hungary

52

66

45

41

47

46

51

54

Ireland

11

10

8

7

7

9

10

15

70

82

53

65

78

80

87

73

26

24

22

29

27

24

21

25

15

16

26

28

26

23

27

27

42

50

64

45

50

56

24

22

21

26

30

30

31

31

54

75

74

76

72

70

62

55

42

40

37

48

48

31

30

30

78

49

48

47

55

56

72

72

37

36

32

36

42

41

48

46

63

61

55

54

53

42

37

35

30

39

38

49

62

49

44

44

Sweden

14

13

14

17

18

14

14

13

United Kingdom

9

6

6

6

5

4

7

7

Average

34,12

37,52

80

37,73




Table 9: Ease of Doing Business Index: Balkans

Balkans

2005/2006

2006/2007

2007/2008

2008/2009

2009/2010

2010/2011

2011/2012

2012/2013

Albania

117

120

136

86

82

82

82

85

BiH

87

95

105

119

116

110

125

126

Bulgaria

62

54

46

45

44

51

59

66

Croatia

118

124

97

106

103

84

80

84

FYROM

81

92

75

71

32

38

22

23

Greece

80

109

100

96

109

109

100

78

Kosovo

117

98

Moldova

83

103

92

103

94

90

81

83

Montenegro

92

70

81

90

71

66

56

51

Romania

78

49

48

47

55

56

72

72

Serbia

92

68

86

94

88

89

92

86

Slovenia

63

61

55

54

53

42

37

35

| Turkey

93

91

57

59

73

65

71

71

Average

87,17

76,67

81

73,69



Table 10: Ease of Doing Business Index: Bulgaria

Years

2005/2006

2006/2007

2007/2008

2008/2009

2009/2010

2010/2011

2011/2012

2012/2013

Rank

62

54

46

45

44

51

59

66

Starting a Business

85

100

81

50

43

49

57

Dealing with Construction Permits

140

103

117

119

119

128

123

Hiring and Firing Workers

Employing Workers

100

57

60

53

Getting Electricity

133

128

Registering Property

65

62

59

56

62

66

68

Getting Credit

33

13

5

4

6

8

40

INDICATORS

Protecting Investors

33

33

38

41

44

46

49

Paying Taxes

88

94

95

85

69

91

Trading Across Borders

89

91

93

Enforcing Contracts

90

86

87

87

87

86

Resolving Insolvency

72

75

Table 11: Ease of doing Business and ranking in the Balkans in comparison to the EU27, USA and China (2005-2013)

78

83

Years 2005/2006 2006/2007 2007/2008 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013

| BALKANS 87,17 86,33 81,50 80,83 76,67 73,50 76,46 73,69
EU 35,75 37,42 34,12 37,52 40,50 37,12 38,54 37,73

| usa 3 3 3 3 4 5 4 4
CHINA 91 93 83 83 89 79 91 91

82

90

93



Table 12: Ease of Doing Business Index: EU27 Indicators

Rank Starting a Dealing with Getting Registering Getting Protecting Paying Trading Enforcing Resolving
EU27 Business Construction Electricity Property Credit Investors taxes Across Contracts Insolvency
Permits Borders
Austria 29 134 75 24 34 23 100 77 26 7 12
Belgium 33 44 57 82 176 70 19 75 29 18 7
Bulgaria 66 57 123 128 68 40 49 91 93 86 93
Cyprus 36 37 80 98 99 53 32 31 18 108 25
Czech Republic 65 140 74 143 27 53 100 120 68 79 34
Denmark 5 33 8 14 6 23 32 13 4 34 10
Estonia 21 47 35 52 14 40 70 50 7 31 72
Finland 11 49 34 21 24 40 70 23 6 9 5
France 34 27 52 42 146 53 82 43 27 8 43
Germany 20 106 14 2 81 23 100 72 13 5 19
| Greece 78 146 31 59 150 83 117 56 62 87 50
| Hungary 54 52 55 109 43 53 128 118 73 16 70
| Ireland 15 10 106 95 53 12 6 6 28 63 9
| Italy 73 84 103 107 39 104 49 131 55 160 31
| Latvia 25 59 113 83 31 4 70 52 16 24 33
| Lithuania 27 107 48 75 5 53 70 60 24 14 40
| Luxembourg 56 93 33 63 134 159 128 14 32 1 52
| Malta - 150 167 111 80 176 70 27 34 121 67
| Netherlands 31 67 89 67 49 53 117 29 12 32 6
| Poland 55 124 161 137 62 4 49 114 50 56 37
| Portugal 30 31 78 35 30 104 49 77 17 22 23
| Romania 72 68 129 168 72 12 49 136 72 60 102
| Slovak Republic 46 83 46 100 8 23 117 100 98 69 38
| Slovenia 35 30 61 31 83 104 17 63 57 56 42
Spain 44 136 38 70 57 53 100 34 39 64 20
Sweden 13 54 25 9 35 40 32 38 8 27 22
United Kingdom 7 19 20 62 73 1 10 16 14 21 12
Average 37,73 73,59 68,70 73,59 62,19 53,93 67,85 61,70 36,37 47,33 36,07
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Table 13: Ease of Doing Business Index: Balkans indicators

Balkans

Starting a
Business

Dealing with
Construction
Permits

Getting
Electricity

Registering
Property

Getting
Credit

Protecting
Investors

Paying
taxes

Trading
Across
Borders

Enforcing
Contracts

Resolving
Insolvency

Albania

62

185

154

121

23

17

160

79

85

66

BiH

Croatia

162

163

158

93

70

100

128

103

120

83

FYROM

Greece

Kosovo

Moldova

Montenegro

Romania

I Serbia

I Slovenia

I Turkey

Average

84




Table 14: Ease of Starting a Business: EU27

EU27

Procedures
(number)

Cost (% of
income per
capita)

Minimum
capital (% of
income per
capita)

Ireland

0,3

0,0

United Kingdom

0,7

0,0

France

0,9

0,0

Slovenia

0,0

43,9

Portugal

2,3

0,0

Denmark

0,2

24,2

Cyprus

12,4

0,0

Belgium

52

18,2

OIO(NO|OT|B|WIN|F-

Estonia

1,6

22,1

Finland

1,0

7,0

Hungary

S LN ENIENTCIEI G ENT =

8,9

9,4

1
1
1

Sweden

[N
(2]

0,5

13,2

Bulgaria

[
[oe]

11

0,0

Latvia

=
»

2,3

0,0

Netherlands

(6]

51

49,4

Romania

=
o

2,8

0,8

Slovak Republic

=
»

1,8

21,3

Italy

»

16,5

9,7

Luxembourg

=
©

1,9

20,9

Germany

=
(6, ]

4,9

0,0

Lithuania

N
o

1,1

31,3

Poland

w
N

14,4

13,0

Austria

OO (NO(O|oO|oOCO|g B lW A WOWOoO|AOIINOIO|&

N
(6, ]

4,9

49,1

Spain

[N

N
(o]

4,7

13,2

Czech Republic

N
o

8,2

29,7

Greece

[N
[N

20,5

24,4

Malta

N
o

8,9

1,5
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Table 15: Ease of Dealing with Construction Permits: EU27

EU27

Procedures
(number)

Cost (% of
income per
capita)

Denmark

8

57,1

Germany

9

48,1

United Kingdom

9

62,4

Sweden

7

77,3

Greece

15

62,4

Luxembourg

12

19,2

Finland

16

43,3

Estonia

13

16,1

OO(NO|OT|B|WIN|F-

Spain

8

51,8

Slovak Republic

11

7,3

Lithuania

15

22,3

T
N |O

France

9

68,0

Hungary

26

5,7

Belgium

11

54,2

Slovenia

11

65,3

Czech Republic

33

10,5

Austria

13

57,3

Portugal

13

370,0

Cyprus

9

51,1

Netherlands

14

78,9

Italy

11

184,2

Ireland

12

626,1

|13
| 14
| 15
| 16
| 17
| 18
| 19
| 20
| 21
| 22
| 23

Latvia

21

18,6

Bulgaria

21

293,5

Romania

15

79,1

Poland

29

49,4

Malta

18

2439
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Table 16: Ease of Getting Electricity: EU27

EU27

Procedures
(number)

Cost (% of
income per
capita)

Germany

w

48,3

Sweden

37,1

Denmark

119,7

Finland

29,6

Austria

104,5

Slovenia

119,9

Portugal

52,7

France

43,9

OO(N[|OT|BA|WIN|-

Estonia

201,4

Greece

62,4

United Kingdom

108,9

PR

Luxembourg

58,0

Netherlands

33,5

Spain

232,0

Lithuania

55,4

Belgium

92,6

Latvia

389,1

Ireland

94,2

Cyprus

86,5

Slovak Republic

249,1

Italy

319,2

Hungary

116,9

Malta

463,6

Bulgaria

340,7

Poland

208,3

Czech Republic

180,0

Romania

~N(o|ojo| olooaloajooojalojalo|o|hlolooo|o MW

584,2

87



Table 17: Ease of Registering Property: EU27

Cost (% of
property
value)
0,8
0,6
0,0
0,4
4,0
3,0
7,3
2,0
4,6
4,3
4,5
5,0
6,1
2,5
7,1
0,4
2,9
1,2
4,7
5,2
5,7
2,0
9,7
10,1
6,1
11,8
12,7

Procedures

EU27 (number)

Lithuania
Denmark
Slovak Republic
Estonia
Finland

Czech Republic
Portugal

Latvia

Austria
Sweden

Italy

Hungary
Netherlands
Ireland

Spain

Poland
Bulgaria
Romania
United Kingdom
Malta
Germany
Slovenia
Cyprus
Luxembourg
France

Greece
Belgium

OO(NO|OT|B|WIN|F-

T
N |O

|13
| 14
| 15
| 16
| 17
| 18
| 19
| 20
| 21
| 22
| 23

oo,':‘ooooowmo'l\lcnoooocnmmm.bwl—\wcnl—\wwoowww
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Table 18: Ease of Getting Credit: EU27

Strength of legal

Depth of Credit

Public Registry

Private Bureau

89

EU27 Rank rights index (0-10) Inform?ot_lg; Index Covzrdagﬁs()% of Coverage (% of adults)
1 | United Kingdom 1 10 6 0,0 100,0
2 | Latvia 4 10 5 63,8 0,0
3 | Poland 4 9 6 0,0 76,9
4 | Ireland 12 9 5 0,0 100,0
5 | Romania 12 9 5 14,0 44,9
6 | Austria 23 7 6 1,8 52,6
7 | Denmark 23 9 4 0,0 7,3
8 | Germany 23 7 6 1,3 100,0
9 | Slovak Republic 23 9 4 2,7 58,5
10 | Bulgaria 40 8 4 56,3 0,0 |
11 | Estonia 40 7 5 0,0 33,4 |
12 | Finland 40 8 4 0,0 18,9 |
| 13 | Sweden 40 8 4 0,0 0,0 |
| 14 | Cyprus 53 9 2 0,0 6,5 |
| 15 | Czech Republic 53 6 5 6,1 98,7 |
| 16 | France 53 7 4 42,4 0,0 |
| 17 | Hungary 53 7 4 0,0 15,8 |
| 18 | Lithuania 53 5 6 24,4 81,2 |
| 19 | Netherlands 53 6 5 0,0 81,7 |
| 20 | Spain 53 6 5 53,3 13,2 |
| 21 | Belgium 70 6 4 89,0 0,0 |
| 22 | Greece 83 4 5 0,0 84,0 |
| 23 Italy 104 3 5 24,1 100,0 |
24 | Portugal 104 3 5 90,7 22,9
25 | Slovenia 104 4 4 3,4 98,9
26 | Luxembourg 159 5 0 0,0 0,0
27 | Malta 176 3 0 0,0 0,0




Table 19: Ease of Protecting Investors: EU27

EU27

Extent of Disclosure

Extent of Director

Ease of shareholder

Strength of investor

Index (0-10) Liability Index (0-10) suits index (0-10) protection index (0-10)

Ireland 8,3

United Kingdom 8,0

Slovenia 7,3

Belgium 7,0

Cyprus 6,3

Denmark 6,3

Sweden 6,3
9 | ltaly 49 7 4 7 6,0
10 | Poland 49 7 2 9 6,0
11 | Portugal 49 6 5 7 6,0
12 | Romania 49 9 5 4 6,0
13 | Estonia 70 8 3 6 5,7
14 | Finland 70 6 4 7 57
| 15 | Latvia 70 5 4 8 5,7
| 16 | Lithuania 70 7 4 6 5,7
| 17 | Malta 70 3 6 8 5,7
| 18 | France 82 10 1 5 5,3
| 19 | Austria 100 5 5 5 5,0
| 20 | Czech Republic 100 2 5 8 5,0
| 21 | Germany 100 5 5 5 5,0
| 22 | Spain 100 5 6 4 5,0
| 23 | Greece 117 5 4 5 47
24 | Netherlands 117 4 4 6 4,7
25 | Slovak Republic 117 3 4 7 4,7
26 | Hungary 128 2 4 7 4,3
27 | Luxembourg 128 6 4 3 4,3
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Table 20: Ease of Paying Taxes: EU27

Payments
EU27 (number per
year)

Time (hours Total tax rate
per year) (% profit)

Ireland 8 80 26,4
Denmark 10 130 27,7
Luxembourg 23 59 21,0
United Kingdom 110 35,5
Finland 93 40,6
Malta 139 41,6
Netherlands 127 40,1
Cyprus 147 23,0
Spain 167 38,7
Sweden 122 53,0
France 132 65,7
Estonia 85 67,3
Latvia 264 36,6
Greece 202 44,6
Lithuania 175 43,7
Slovenia 260 34,7
Germany 207 46,8
Belgium 156 57,7
Austria 170 53,1
Portugal 275 42,6
Bulgaria 454 28,7
Slovak Republic 207 47,9
Poland 286 43,8
Hungary 277 50,3
Czech Republic 413 49,2
Italy 269 68,3
Romania 216 44,2

OO |NO|OBDWIN|F-
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Table 21: Ease of Trading Across Borders: EU27

Documents to

Time to export

Cost to export

Documents to

Time to import

Cost to import

EU27 Rank export US$ per . US$ per
(nur%ber) (days) c(ontairﬁ)er) import (number) (days) c(ontair?er)

1 [ Denmark 4 4 5 744 3 5 744

2 | Finland 6 4 8 540 5 7 620

3 | Estonia 7 3 5 745 4 5 795

4 | Sweden 8 3 8 705 3 6 735

5 | Netherlands 12 4 6 895 4 6 975

6 | Germany 13 4 7 872 5 7 937

7 | United Kingdom 14 4 7 950 4 6 1045

8 | Latvia 16 5 10 600 6 11 801

9 | Portugal 17 4 13 685 5 12 899

| 10 | Cyprus 18 5 7 790 7 5 900 |

| 11| Lithuania 24 5 9 825 6 8 980 |

| 12 | Austria 26 4 8 1090 5 8 1155 |

| 13 | France 27 2 9 1078 2 11 1248 |

| 14 | Ireland 28 4 7 1135 4 12 1121 |

| 15 | Belgium 29 4 9 1230 5 9 1400 |

| 16 | Luxembourg 32 5 7 1420 4 7 1420 |

| 17 | Malta 34 6 11 855 7 9 970 |

| 18 | Spain 39 5 9 1260 6 9 1350 |

| 19 | Poland 50 5 17 1050 5 16 1025 |

| 20 | Italy 55 4 19 1145 4 18 1145 |

| 21| Slovenia 57 6 16 745 8 14 830 |

| 22 | Greece 62 5 19 1115 6 15 1135 |

| 23| Czech Republic 68 4 16 1145 7 17 1180 |

24 | Romania 72 5 12 1485 6 13 1495

25 | Hungary 73 6 17 885 7 19 875

26 | Bulgaria 93 5 21 1551 6 17 1626

27 | Slovak Republic 98 6 17 1560 7 17 1540
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Table 22: Ease of Enforcing Contracts: EU27

Procedures Cost (% of
EU27 (number) claim)

Luxembourg 26 9,7
Germany 30 14,4
Austria 25 83,3
France 29 17,4
Finland 33 13,3
Lithuania 30 23,6
Hungary 35 15

Belgium 26 17,7
United Kingdom 28 24,9
Portugal 32 13

Latvia 27 23,1
Sweden 30 31,2
Estonia 35 22,3
Netherlands 26 23,9
Denmark 35 23,3
Poland 33 19

Slovenia 32 12,7
Romania 32 28,9
Ireland 21 26,9
Spain 40 17,2
Slovak Republic 32 30

Czech Republic 27 33

Bulgaria 39 23,8
Greece 39 14,4
Cyprus 43 16,4
Malta 40 35,9
Italy 41 29,9




Table 23: Ease of Resolving Insolvency: EU27

Recovery Rate
(Cents on the
dollar)

Time Cost (% of

EU27 (years) estate)

Finland 0,9 89,7
Netherlands 1,1 88,8
Belgium 0,9 88,7
United Kingdom 1 88,6
Ireland 0,4 87,5
Denmark 1 87,1
Austria 11 83,3
Germany 1,2 78,1
Spain 1,5 76,5
Sweden 2 74,7
Portugal 2 74,6
Cyprus 15 70,7
Italy 63,4
Latvia 59,8
Czech Republic 56,3
Poland 54,5
Slovak Republic 53,6
Lithuania 51
Slovenia 49,8
France 48,4
Greece 445
Luxembourg 43,5
Malta 39,2
Hungary 38,8
Estonia 38,5
Bulgaria 31,7
Romania 29,2

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

N
-~
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Table 24: Ease of Starting a Business: Balkans

Balkans

Procedures
(number)

Cost (% of
income per
capita)

Minimum capital
(% of income per
capita)

FYROM

19

0,0

Slovenia

0,0

43,9

Serbia

Montenegro

7,7

0,0

Albania

Romania

Turkey

Croatia

Moldova

Kosovo

Greece

BiH
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Table 25: Ease of Dealing with Construction Permits: Balkans

Balkans

Procedures
(number)

Time
(days)

Cost (% of
income per
capita)

Greece

15

89

62,4

Slovenia

11

197

65,3

FYROM

10

117

517,8

Bulgaria

21

107

293,5

Romania

15

287

79,1

Turkey

20

180

164,3

Croatia

12

317

573,3

Kosovo

16

156

2986,0

1
2
3
4
5
6
7
8
9
10

BiH

17

180

1102,1

Moldova

26

291

69,3

Montenegro

16

267

1169,6

Serbia

18

269

1427,2

Albania

no practice

no practice

no practice
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Table 26: Ease of Getting Electricity: Balkans

Balkans

Procedures
(number)

Cost (% of income
per capita)

Slovenia

5

119,9

Croatia

318,7

Greece

62,4

Turkey

517,9

Montenegro

490,3

Serbia

502,6

FYROM

296,1

1
2
3
4
5
6
7
8

Kosovo

9154

Bulgaria

340,7

Albania

573,7

BiH

~N|oo|o|NOg~loO1|o|01

493,3

Moldova

578,0

Romania

~

584,2
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Table 27: Ease of Registering Property: Balkans

Balkans

Procedures
(number)

Cost (% of
property value)

Moldova

5

0,9

Serbia

2,8

Turkey

3,3

FYROM

Romania

6
6
4

3,2

Kosovo

Slovenia

BiH

Croatia

Montenegro

Albania

| N[O |01 00|00

Greece

[E=N
[E=N
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Table 28: Ease of Getting Credit: Balkans

Balkans

Strength of legal
rights index (0-10)

Depth of Credit
Information Index
(0-6)

Public Registry
Coverage (% of
adults)

Private Bureau
Coverage (% of
adults)

Montenegro

10

5

25,2

0,0

Romania

14,0

449

Albania

19,7

0,0

FYROM

34,8

72,2

Kosovo

Croatia

9
9
7
8

5
4
6
5

22,2

0,0

Moldova

Serbia

BiH

Greece

Turkey

Slovenia
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Table 29: Protecting Investors: Balkans

Extent of Extent of Ease of Strength of

Balkans Disclosure Index
(0-10)

Director
Liability Index
(0-10)

Albania 7,3
Slovenia 7,3
FYROM 7,0
Montenegro 6,3

shareholder suits | investor protection
index (0-10) index (0-10)

Romania
Turkey
Moldova
Serbia
BiH
Kosovo
Greece
Croatia

RO oO|W NN |©|(©
g|hloO|oO|oo|w| (Ol
D|O|W oW o~
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Table 30: Paying Taxes: Balkans

Balkans

Payments
(number per
year)

Time (hours
per year)

Total tax rate
(% profit)

FYROM

29

119

9,4

Croatia

18

196

32,8

Kosovo

33

164

15,4

Greece

8

202

44,6

Slovenia

11

260

34,7

Turkey

15

223

41,2

Montenegro

29

320

22,3

Bulgaria

15

454

28,7

Moldova

48

220

31,2

BSlole|v|o|u|swnf-

BiH

44

407

24,1

Romania

41

216

44,2

Serbia

66

279

34,0

Albania

44

357

38,7
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Table 31: Trading Across Borders: Balkans

Balkans

Documents to
export (number)

Time to
export (days)

Cost to export (US$
per container)

Documents to
import (number)

Time to import
(days)

Cost to import (US$
per container)

Montenegro

14

855

14

915

Slovenia

16

745

14

830

Greece

19

1115

15

1135

Romania

12

1485

13

1495

FYROM

12

1376

11

1380

Turkey

13

990

14

1235

Albania

Serbia

19

745

18

730

BiH

Croatia

Kosovo

Moldova
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Table 32: Ease of Enforcing Contracts: Balkans

Procedures Cost (% of

Balkans (number) claim)

Moldova 31 28,6
Turkey 36 24,9
Croatia 38 13,8
Slovenia 32 12,7
FYROM 37 31,1
Romania 32 28,9
Albania 39 35,7
Bulgaria 39 23,8
Greece 39 14,4
Serbia 36 31,3
BiH 37 34,0
Montenegro 49 25,7
Kosovo 53 33,0

1
2
3
4
5
6
>
8
9
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Table 33: Ease of Resolving Insolvency: Balkans

Recovery Rate

———

Time Cost (% of
Balkans Rank (Cents on the
(years) estate) dollar)
1 | Slovenia 42 2,0 4 49,8
2 | Montenegro 44 1,4 8 48,3
3 | Greece 50 2,0 9 445
4 | FYROM 60 2,0 10 42,2
5 | Albania 66 2,0 10 39,6
6 | BiH 83 3,3 9 35,4
7 | Kosovo 87 2,0 15 34,7
8 | Moldova 91 2,8 9 32,0
9 | Bulgaria 93 33 9 31,7 |
10 | Croatia 97 3,1 15 30,1
11 | Romania 102 3,3 11 29,2 |
12 | Serbia 113 2,0 20 29,1 |
13 | Turkey 124 3,3 15 23,6 ]
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Table 34: Ease of Doing Business Index: USA & China — 10 Indicators 2013

INDICATORS

Starting a business

Dealing with construction permits

Getting electricity

Registering property

Getting credit

Protecting investors

Paying taxes

Trading across borders

Enforcing contracts

Resolving insolvency
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