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CHAPTER 1.  EXECUTIVE SUMMARY

This Country Commercial Guide (CCG) presents a comprehensive look at the Republic of Bulgaria’s commercial environment, using economic, political and market analysis. 

Bulgaria's commercial climate offers political stability, strong economic growth, a highly qualified work force, strategic location and low costs.  While the domestic market is relatively small, Bulgaria is an excellent launching pad for sales into the European Union, Russia, Turkey and the Middle East.  Bulgaria joined NATO in 2004 and plans to join the European Union in 2007. 

The general attitude in Bulgaria is pro-American and the Bulgarian market is very receptive to American goods and services. The current government, elected in June 2001, includes a large number of western-educated Ministers and Deputy Ministers who are supportive of expanding U.S.-Bulgarian trade relations.  The government is committed to a conservative fiscal policy, resulting in low inflation, a consolidated budget deficit below 1.0 percent, declining external debt and stable foreign exchange.  The government has cut personal income tax rates and corporate profit taxes, and abolished taxation on the capital profits in the bond and securities trade. 

The EU countries are now Bulgaria's main export destination (56%) and a major source of foreign direct investment (67%).  The Association Agreement between Bulgaria and the EU, a prelude to eventual EU membership, enables most goods to move between these two parties at zero, or close to zero, tariff rates.  This can be a great advantage to U.S. companies with production facilities in Bulgaria intended for export into the EU.  However, it also a disadvantage for U.S. exporters with European competitors in the Bulgarian market. U.S. products only receive Most Favored Nation tariff rates, which are almost always higher than the tariffs applicable to EU products.

Access to credit for small- and medium-sized enterprises has increased.  Financing from the U.S. Export-Import Bank (Eximbank) and the Overseas Private Investment Corporation (OPIC) is available. International financing of major infrastructure projects remains essential, and Bulgaria is still very dependent on financing from multilateral banks and other non-Bulgarian sources. 

In general, market access for American companies has improved significantly.  The government has passed reforms that have made the tender process much more open and transparent.  A number of investment incentive programs recently implemented include tax breaks in the newly created industrial zones and significant government assistance corresponding to the level of investment.

Good prospects for exports to Bulgaria include the following sectors: automotive parts and services, construction equipment and building products, food processing equipment, information technology, telecommunications, defense industry, energy, medical products, pollution control equipment and services, and tourism infrastructure.  Bulgaria is planning a number of major infrastructure projects including bridges, highways, port development, airport modernization, energy generation and distribution, and water and waste treatment facilities.  Privatizations continue in the energy and entertainment (fim production) sector, and plans for privatization for the national airline and commercial fleet are being discussed.

While the commercial climate is, in general, very positive, there still are factors that inhibit U.S.-Bulgarian trade and investment.  Persistent high unemployment and low wages limit consumer purchasing power.  An ineffective judicial system and an inadequate rule of law negativly impact business activities.  Government bureaucracy is improving, but still presents frustrating delays and unreasonable burdens on investors and exporters.  However, despite these challenges, Bulgarians are eager to have greater access to American goods and services, and there are excellent opportunities for those companies willing to enter this expanding market. 
CHAPTER 2.  ECONOMIC TRENDS AND OUTLOOK

A.  Major Trends and Outlook

1. A Stable Economy 

Since taking power in July 2001, the government of Prime Minister Simeon Saxe-Coburg has maintained its predecessor's focus on macroeconomic stability, while keeping a political eye on continued high (albeit declining) unemployment and low incomes as well as the message that voters sent in the November 2001 presidential election, when Socialist Party leader Georgi Purvanov defeated incumbent Petur Stoyanov.  The GOB is fully committed to macroeconomic stability as its first priority, while taking further steps to attract foreign investment and stimulate growth.

Since July 1997 the Bulgarian government has been operating under a currency board arrangement (CBA).  Until December 31, 1998 the (old) Bulgarian lev (BGL) was tied to the German mark (DM).  On January 1, 1999, the lev was been fixed to the euro, then redenominated on July 5, 1999.   The Currency Board requires the Bulgarian National Bank (BNB) to hold sufficient foreign currency reserves to cover all the leva in circulation including the lev reserves of the banking system; the BNB can only refinance commercial banks in the event of systemic risk to the banking system; and the government is limited in taking on new financial liabilities and providing sovereign guarantees.  

Thanks to the CBA and its associated IMF program, inflation was cut from nearly 600 percent in 1997 to only one percent in 1998.  Subsequently, the CBA has contained inflationary pressures and in 1999, 2000, 2001, 2002 and 2003 inflation stood at 6.2 percent, 11.3 percent, 4.8 percent, 3.8 percent and 5.6 percent, respectively.  As financial deepening has proceeded, domestic demand has substantially increased sustained by a credit boom.  In 2003, non-government sector credits increased by about 50 percent, from 6.3 billion Bulgarian leva (19.5% of GDP) in December 2002 to 9.4 billion Bulgarian leva (27% of GDP) in December 2003.

International rating agencies -- Standard and Poor’s, Moody’s, Fitch IBCA, and JCR -- raised the credit ratings on 12 separate occasions since 2001 acknowledging Bulgaria’s prudent fiscal policies and accelerated structural reforms coupled with strong GDP growth Standard and Poor’s raised June 2004 Bulgaria’s foreign currency rating to investment rate (BBB-/A3, stable outlook) based on the country’s bright economic prospects and prudent fiscal policies.  Fitch has also upgraded Bulgaria's long-term foreign currency rating to investment rate (BBB-).  

The Bulgarian Government has delivered strong, steady GDP growth in real terms (4.0 percent in 1998, 2.3 percent in 1999, 5.4 percent in 2000, 4.0 percent in 2001, 4.8 percent in 2002 and 4.3 percent in 2003).  Official statistics underreport economic activity, with an unofficial market apparently representing an additional 20 to 30 percent of the official GDP.  This implies that disposable consumer income is higher than what is officially reported.

Economic growth, however, particularly in Bulgaria’s private sector, has not been rapid enough to reduce unemployment.  Registered unemployment has been declining due to lower numbers of laid off employees and to the Bulgarian Government’s job creation programs, but remains high.  In May 2004 registered unemployment stood at 12.6 percent (466,717 unemployed), down by two percentage points relative to the same period last years. The GOB hopes to secure employment for 112,089 persons and training for 47,413 persons and to cut average annual unemployment to 13 percent through the implementation of its 2004 National Employment Plan.
The GOB’s stated debt policy is to maintain a level of debt stock that will guarantee fiscal sustainability and compliance with the EU convergence criterion of gross government debt to GDP of less than 60 percent and increase debt management effectiveness.  In May 2004,the government debt (government debt and guaranteed debt owed to foreigners and Bulgarians) stood at 8.8 billion euros or 45.2 percent of GDP (below 60 percent Maastricht target).  Debt to GDP ratio is set to plunge to 40 percent by the end of 2006.
On July 28, 2004 the Bulgarian Government exercised its option to redeem, in advance, Brady Discount Bonds (DISCs) at a total par value of USD 679.3 million.  This move reportedly would save the GOB over 1 billion Bulgarian leva (about USD 625 million) during the next 20 years, including nearly 30 million per annum on interest payments.  GOB’s foreign debt was eased by the total value of the outstanding bonds (USD 679.3 million), but the net buyback payment was only USD 400 million since bond cancellation released collateral held on the interest and principal.  This transaction was aimed at decreasing the nominal amount of the foreign government debt, reducing the funds for government debt servicing in the next 20 years, balancing debt’s currency and interest structure and releasing the collateral maintained on interest and principal. 

2.  Near-term Outlook

The GOB has taken steps to stimulate the economy and improve Bulgaria's business environment.  Recently implemented incentives (Aug 4,2004) include free infrastructure development and government-owned land for investments over fifty million Euros.  In 2003 a uniform corporate or profit tax rate of 23.5 percent was introduced, which has been reduced to 19.5 percent in 2004.  A further reduction of the corporate tax rate to 15 percent is planned for 2005.  The IMF approved (August 6, 2004) a new 25-month precautionary Stand-by Arrangement for Bulgaria in the amount of about USD 146 million to support the GOB’s economic program for 2004-06 which is viewed as “a seal of approval” that the GOB will pursue a responsible economic policy in the run-up to EU membership.
The GOB had pledged to move forward on structural reforms, privatization, and enterprise restructuring, while maintaining a tight fiscal policy. The Currency Board will help provide fiscal discipline, while balance of payments support from international donors will help Bulgaria fund transitional costs of economic reform and public investment.  The 2004 budget conforms to the GOB’s three-year macroeconomic framework agreed with the IMF, which envisages a general government deficit limited to 284.2 million BGN (about USD 178 million) or 0.7 percent of GDP.  This deficit is expected to be completely covered by the privatization revenues for 2004 estimated at 500 million BGN.  As a result of the increased domestic demand and credit boom, the GOB has adopted a tighter fiscal policy, which aims to balance the 2004 budget.  

The main areas of concern about Bulgaria’s medium-term outlook, which the GOB must address to sustain its policy of tight fiscal discipline and track record of macroeconomic performance, are revenue collections, structural reforms in subsidized sectors (notably health, education, energy, and railroads), and allocation of larger sums to public investment to meet EU infrastructure standards, such as in transportation, environmental protection, and water treatment.  Main potential risks to achieving budgetary goals are unfavorable international environment, huge trade deficits, and municipal budget overruns.

The main impediments to medium-term economic prospects include excessive administrative requirements for entrepreneurs, lack of transparency in government economic and commercial decisions, and corruption.  Recent business surveys indicate that licensing and administrative requirements impose a heavy burden on the private sector, particularly small businesses.  Although the GOB has achieved some successes in the fight against organized crime and corruption, many observers believe that corruption and political influence in business decision-making continue to be significant problems in Bulgaria’s investment climate.  The problems range from the demand for petty bribes for government licenses and permits to nontransparent privatizations of major state enterprises.  

B.  Principal Growth Sectors

The GOB has targeted five priority sectors for promotion of sustainable economic development:     energy, information technology, transport and telecommunications, agriculture and forestry, and tourism.

The service sector of the economy, which generated 51.2 percent of Bulgaria's GDP in 2003, continues to experience strong growth.  Most private sector activity involves some form of trade or retail.  A small percentage of new companies are involved in manufacturing.  Private sector growth is greatest in construction, the food sector (meat, dairy, bread), maintenance and repair of electronic tools/equipment, household appliances and automobiles, textile and apparel, financial services such as insurance and lending, some health care services, telecommunications, and tourism. 

Bulgaria was formerly renowned for agricultural output, but that sector accounted for just 10 percent of GDP in 2003 and employed about 24 percent of the workforce.  Many private holdings are small and require owners to band together in some form of cooperative in order to afford mechanized equipment or irrigation.  Agriculture has the potential to make Bulgaria basically self-sufficient in grains (wheat, corn and barley) but will require animal protein feed such as soybean meal for the foreseeable future. 

C.  Government Role in the Economy

The Government’s presence remains sizeable in Bulgaria's economy.  With revenues and expenditures, including those of municipalities, at 38 percent and 38.7 percent GDP, respectively, the government’s share of the official economy remains high.  As of June 2004,about 56.9 percent of state-owned assets have been privatized, and the public sector occupies 24 percent of GDP.  Despite the GOB’s plans to reinvigorate the privatization process and to complete the sell-off of large state-owned enterprises, the privatization process slowed down considerably in 2003.  The GOB has considerably improved the quality and speed of the privatization process during the first half of 2004.  The Bulgarian government has managed to finalize a record number of privatization deals involving 129 state-owned enterprises (SOEs) for a total of BGN 585 million (about USD 366 million), well above the BGN 511 million (about USD 319 million) projected for all of 2004.  In particular, the GOB finalized the sale of Bulgarian Telecom Company (BTC) and selected buyers for a collection of seven electricity distribution companies.  Also, the government has made considerable progress in the privatization of Bulgartabak (the tobacco monopoly) and Boyana Film Studio.  Amendments to the 2002 Privatization and Post-Privatization Act, currently being considered by Parliament, aim to expand the scope of the privatization process and address the sell-off of the remaining state-owned monopolies.
D.  Balance of Payments Situation

Bulgaria's balance of payments situation is currently stable, but its future sustainability depends on new foreign direct investment and lower trade deficit.  Fiscal discipline and GOB’s measures to encourage slower credit growth should limit future current account deficits.  The GOB has begun to drain banking system liquidity by withdrawing government deposits from commercial banks to the Central Bank and increasing reserve requirements in response to continued bank credit growth.  Bulgaria’s currency board arrangement and sound macro-economic policies provide for a stable balance of payments for the foreseeable future.  
E.  Infrastructure


1.  Telecommunications 

The Bulgarian Telecommunications Company (BTC), a formerly state-owned enterprise overseen by the Ministry of Transport and Communications, owns Bulgaria’s fixed telecommunications network.  The Bulgarian telecommunications market has been liberalized as of January 1, 2003 but BTC is still the main telecommunications operator on the market. As of January 1, 2004 BTC will have to introduce cost oriented tariffs and the local loop unbundling that will give access to the “last mile” is scheduled for January 1, 2005. BTC is now focusing its efforts on digitalization of the network, which is about 20% and is much lower than elsewhere in Europe.  The long-awaited privatization of BTC will bring investment and speed-up the company’s digitalization.  U.S.-based Advent bought BTC through its Viva Ventures subsidiary in 2004.

Bulgaria also has a digital cellular telephone network operated by the Bulgarian company Mobitel that uses the Pan-European digital GSM standard (900 MHZ).  In 2002, a second GSM operator, COSMO Bulgaria Mobile, launched operations of a new service called Globul. By the end of August 2003, the number of subscribers of the two mobile operators exceeded 2.3 million.  

Bulgaria has about 200 Internet service providers. Current dial-up access speeds over regular lines generally offer a reliable connection up to only 33,600 bps.  Cable and DSL broadband are now available in urban areas.

Bulgaria's broadcast and cable media are also expanding. Cable TV operators are upgrading their networks in order to be able to provide interactive services such as Pay Per View TV, Video on Demand, cable Internet and telephony services.  These companies are also considering entry into the telecommunications services market and some have already started providing phone services using VoIP technology.  


2.  Road Transport

The Ministry of Transport and Communications oversees the transport sector as a whole.  However, the road network is administered by the Road Executive Agency (former General Road Administration), which falls under the Ministry of Regional Development and Public Works portfolio.  There are 37,000 kilometers (km) of roads in Bulgaria, although only 250 km are four-lane highways of which 160 km run between Sofia and Plovdiv.  Regionally, only Romania has a lower road density than Bulgaria.  Roads in Bulgaria are not up to U.S. standards.  Streets in Sofia are frequently paved with cobblestones, and large potholes are common on main streets and side streets.  Much of the roadwork on the inter-city roads is unmarked.

Currently, only the bridge at Ruse spans the Danube between Bulgaria and Romania, but plans are underway to build a second bridge to link Vidin, north of Sofia, to Califat in Romania.  Bulgaria currently has two border crossings with Turkey.  Given steadily improving relations between the two countries, the Bulgarian Government has requested the reopening of a third crossing, which is likely to be favorably considered by Turkey.  Three new border crossings will also be opened with Greece east of the current crossing at Kulata.  Bulgaria, Greece, and Turkey are actively working to improve the border crossing conditions and to alleviate bottlenecks through the Southeast Europe Cooperation Initiative (SECI) and the various “PRO” committees in each SECI member country. Bulgaria received a 20 million loan from the World Bank under the T.T.F.S.E. (Trade and Transport Facilitation in South East Europe) program to improve the infrastructure of its border crossings.

Bulgaria has many highway projects underway, including portions of the Trans-European Motorway (TEM).  These include routes connecting Budapest with Athens via Vidin and Sofia and with Istanbul via eastern Bulgaria.  The European Bank for Reconstruction and Development (EBRD), European Investment Bank (EIB), the European Union's PHARE program, and the Bulgarian Government's budget are the main sources for financing improvements in the road network.


3.  Railways

The Bulgarian Railway Company (BDZ) oversees Bulgaria's railway system.  The railway infrastructure consists of 4,300 km of track.  An estimated 61 percent is electrified (25 Kv, 50 Hz).  Failure to perform routine maintenance, combined with the inability to purchase new equipment, has resulted in a rapid and noticeable deterioration of the installed infrastructure. 

The Bulgarian Government has a railway restructuring project which focuses on the repair of 414 km of main tracks, construction of an automated locomotive system, procurement of new railcars and repair of existing stock, and improvement of information and technical services.  Bulgaria has received funds from the World Bank, EBRD, and EU-PHARE totaling $158 million, with the government contributing an additional $133 million.  

In 2002 the Bulgarian State Railway Company was decentralized and restructured.  The former State Railroad Company is split into two commercial entities – National Company “Railroad Infrastructure” and National Company BDZ.  National Company “Railroad Infrastructure” is responsible for managing the railroad infrastructure and National Company BDZ manages the transport of cargo and passengers. Access to the railroad infrastructure, control over the government procurement activities, issuance of licenses for transport of passengers and cargo, collection of fees, registers of the rolling stock etc. are performed by the Executive Agency Railroad Administration (EARA).  EARA activities are financed by the Ministry of Transport and Communications.


4.  Ports

Bulgaria has two major ports on the Black Sea, Varna and Burgas.  Both act as East-West transport corridor gateways of Bulgaria.  The port facilities are generally adequate for bulk commodities, but they lack equipment for special handling.

Bulgaria has plans for a $300 million expansion of Burgas Harbor.  The Japan Fund for Reconstruction and Development provided a $120 million 30-year 2.58 percent interest loan with a ten-year grace period to the Bulgarian Ministry of Transport and Communications for construction of a new container terminal at Burgas.  They also initiated a project to improve the breakwater facility in the port of Burgas.  The U.S. Trade and Development Agency has also provided $300,000 for a feasibility study of an intermodal cargo terminal for the port of Burgas. 

The EBRD has provided technical assistance to Varna for its master plan preparation and assistance concerning its container and grain handling facilities. Ruse and Lom, both Danube ports, are also commissioning feasibility studies on development of their port facilities.  In 2002, the Ministry of Transport and Communications signed a 17 million EURO financial agreement for the Port of Lom, including engineering, design and construction work.  

Intermodal transportation is a new approach for Bulgaria. It provides freight forwarding and route alternatives.  With joint efforts, Sea Land Services, Inc. (USA), the U.S. Trade and Development Agency and the Bulgarian Ministry of Transport and Communicationscompleted two feasibility studies to establish a rail-truck intermodal terminal to handle ocean containers in Sofia and Burgas. 


5.  Air Transport

There are three international and seven domestic airports in Bulgaria.  Sofia Airport is the largest in the country and handles most international traffic. All three international airports are owned by the government but are operated as commercial enterprises. 

In 2002, the Ministry of Transport and Communications signed a grant agreement with USAID for technical assistance in preparation of a concessions program and strategy for two of the three international airports – Varna and Bourgas. In July of 2004 the Council of Ministers adoped a decision initiating a concession procedure for the management and operation of the Varna and Burgas airports.

The Sofia airport master plan envisages extension of the existing cargo terminal and construction of a new one.  The preliminary terms of reference for the Sofia airport cargo terminal project comprise of two phases.  The first phase is a feasibility study of the project and construction of a new cargo terminal to handle approximately 25,000 tons of cargo annually.  The second phase is completion of the construction of the cargo terminal to increase the capacity with another 25,000 tons annually.

The former national air carrier Balkan Bulgarian Airlines passed two unsuccessful privatization procedures and as of July 2003 was back for privatization under a new name – Bulgaria Air.  The consultants Deloite Touche and Central Cooperative Bank are working on a new strategy for a 100% privatization of Bulgaria Air.  The state-owned Hemus Air, a regional and domestic carrier also using aged Russian aircraft, was recently privatized.  Other small carriers such as Air Via, Air Sofia, Bulgarian Lucky Flight, Vega Airlines, Air Ban, Air Varna, and Heli Air also exist.

 
6. Water Systems

The Bulgarian waterworks system is suffering massive leaks from aged asbestos concrete water pipes that will require a complete overhaul.  The first upgrade project will take place in Sofia and will be financed by the EBRD.  International Water Ltd., an affiliate of Bechtel, won the tender to upgrade Sofia's water pipes, and in December 1999 signed a concession contract with the municipality of Sofia. The company was given 49 percent ownership of the Sofia Water and Sewage Company as a concession. Conservative estimates put the amount of investment needed just for the reconstruction and upgrading of the Sofia Water and Sewage Company at $150 million. 

The Ministry of Regional Development and Public Works (MRDPW) drafted a Strategy for Water Supply and Sewerage Management and Development (the Strategy) in August 2003. The Strategy underlines the need for private participation in the water sector in Bulgaria, which is currently publicly owned. Private companies can participate in the municipal Water Supply and Sewerage Companies through service contracts, management contracts, concessions or joint ventures. The MRDPW calculates the necessary investments for implementing the Strategy to $3.8 billion until 2015. The Strategy sets the framework for establishing a Water Supply Investment Fund as well.  

7. Electric Power

In December 2003, Bulgaria adopted a new Energy Law oriented toward creation of competitive energy markets, best practices and consistency with European Union directives.  The liberalization of Bulgaria's energy market has officially reached 15% in 2004, providing eligible consumers with the option to pursue direct electricity supply deal with the producers.

The National Electric Company (NEK) currently owns less than half of the country's generating capacity.  Independent power producers generate about 15 percent of Bulgaria’s electricity. The 42 smaller hydroelectric power generating facilities account for 4 percent of the country’s overall installed hydroelectric generation capacity and for 6.1 percent of the power annually generated. Outside the NEK system, 1606 MW are produced by the combined generation of heat and electricity at co-generation plants owned by district heating companies and large industrial enterprises. 
NEK has also divested itself of electric distribution, with the formation of seven regional distribution companies. NEK will remain responsible for transmission, and the remaining 45 percent of generating capacity that have not yet been divested.  While Bulgaria currently produces sufficient power for its needs, it is eager to attract foreign investment in order to update its aging power sector.  Approximately 40% of Bulgaria’s generating capacity is projected to be retired by 2010. As part of this plan, the seven regional electricity distributing companies in Bulgaria are in privatization process.  In July, 2004 winning bidders were announced for the privatization of the seven electricity distribution companies, which were split into three pools.  The selected three utility investors are: E.ON Energie (Germany), EVN (Austria) and CEZ (Czech Republic).
Next on the privatization agenda are the electricity generation companies as well as the district heating companies.  The privatization of the thermal power plants (TPP) Varna and Bobov dol and the district heating company Russe is expected to start in 2005.  In May 2004, the Bulgarian Privatization Agency opened a tender to select a privatization consultant for the three utilities.  In July 2004,the Privatization Agency announced public tenders for five of the heating utilities (DHC Veliko Tarnovo, DHC Lovech, DHC Gabrovo, DHC Pleven, DHC Bourgas).

The Kozloduy nuclear reactors currently supply about 40 percent of Bulgaria’s power. The oldest reactors, Units1 and 2 were decommissioned in 2002 and Units 3 and 4 are to be closed by 2007, before EU accesion.  This issue involves a number of highly sensitive safety, economic and political considerations.  An upgrade of the newer units 5 and 6 is being carried out by European, Russian and U.S. contractors including Westinghouse Electric Company with a credit guarantee from Ex-Im Bank.  While Bulgaria has spent more than $100 million on upgrading Kozloduy, the cost of electricity is still relatively cheap.  The closure of Units 1-4 is expected to increase energy prices in Bulgaria and the Balkans by 6-10%.  

In 2003, the American company Entergy and the Italian company ENEL Produzione finalized their joint development agreement with NEK to upgrade the Maritsa East 3 plant.  The rehabilitation and refurbishment of four generation units of the coal-fired power plant will cost Euro 600 million.  NEK will be the sole purchaser of electricity from the plant.  A new 108 mW co-generation facility will be constructed on the terrain of Sofia District Heating. In mid 2003, a joint venture was established between Sofia District Heating and Horizon Energy.  The project is estimated to cost $97 million. 

Future electric power infrastructure projects include the modernization of the high-voltage transmission network of NEK, to be financed by the European Bank for Reconstruction and Development, the European Investment Bank, and NEK.  There are also plans for the interconnection of the Bulgarian and Macedonian electric grids with a 400 kV power line, which will involve 80 km of construction on the Bulgarian side, and interconnection of the Maritsa East 3 power station with the Greek power station at Philippi substation also with a 400 kV line.  Other projects include major upgrades at the Maritsa East 2 Thermal Power Plant. 

In 2004 Bulgaria has started preparations for resuming the construction of a second nuclear power plant at Belene, 250 km (160 miles) north of Sofia.  This project is intended to offset the closure units 1-4 at the older Kozloduy Nuclear Power Plant and retain the country's role as a leading regional power exporter.  More than $1.0 billion has been invested in construction works at Belene by 1991 when authorities put the project on hold.  According to preliminary estimations, completion of the 1,000 MW Belene NPP will cost between $1.2-1.5 billion and will be put into operation by 2010. 

8. Oil and Gas Pipelines

While Bulgaria currently has no oil pipelines, there are plans to develop new cross-border pipelines to connect Bulgaria with FYROM (Macedonia) and/or with Greece, both to originate at the Lukoil/Neftochim oil refinery in Burgas, one of the largest refineries on the Balkan Peninsula.  One plan is being sponsored by the U.S.-based AMBO to build a pipeline from Burgas west across Bulgaria, FYROM and Albania to the Adriatic port of Vlore. The Trade and Development Agency funded a feasibility study for the Trans-Balkan Pipeline.  This could facilitate export to North America and Northeast Europe of Caspian Sea oil carried in tankers across the Black Sea to Burgas. The second pipeline would connect Burgas with the Greek Aegean port of Alexandroupolis.  The estimated cost for the construction of the 312-kilometer pipeline from Burgas to Alexandroupolis is $700-800 million.  The estimated cost for the construction of the 900-kilometer AMBO pipeline via Macedonia and Albania is $1.4 billion. 

Bulgaria has a 2,200-kilometer gas pipeline network operated by the state-owned company Bulgargaz to carry Russian gas supplied by Gazprom throughout the country, with connections from Romania and to Greece and Turkey. Since 1975 the pipeline has been owned, operated and maintained by the large state-owned gas utility Bulgargaz EAD. The gas firm long had a monopoly over gas distribution to customers and resale of natural gas to neighboring countries such as Turkey, as well as gas transmission. The State Agency on Energy and Energy Resources has divided Bulgargaz into seven independent gas distribution companies, in accordance with the EU Gas Directive that member countries must liberalize their gas markets.


9. Tourism Infrastructure

Bulgaria offers a wide range of archaeological, historic, scenic and recreational attractions.  In 2002, the World Tourism Organization named Bulgaria one of the three most successful European destinations, along with Turkey and Croatia.  As a result, the tourist market in Bulgaria has been growing 10-15% annually for the past several years.  In 2002, the sector represented 13% of the country’s GDP and employed almost 15% of the workforce.  Germany represents almost half of the tourists, with the remainder coming from the U.K., Russia and other European countries.  Currently, the market is concentrated at the Black Sea resorts in the summer and at the mountain ski resorts in the winter.  However, Bulgaria seeks to develop a broader tourist industry based on its culture and scenic beauty.  This includes mountain tourism, rural tourism, cultural tourism, and eco-tourism.  In addition, the country hopes to shift a greater percentage of its tourist trade away from low revenue package tours and into more luxurious and upscale projects.  Finally, Bulgaria hopes to become the Southeast Europe center for business and convention meetings.  In order to promote these objectives, the GOB established a National Tourism Promotion and Information Agency in June 2003.  

The GOB has identified the development of thermal spas, ski resorts, marinas, golf resorts, and transportation infrastructure as primary business opportunities to diversify Bulgaria’s tourism industry.  In some cases, the poor transportation infrastructure has hindered development of prime tourist sites.  Bulgaria continues to look at highway construction and airport development to improve access to tourist centers.

U.S. companies that specialize in hotel management, theme park development, amusement games and attractions, golf course development, fast food establishments, sports and leisure facilities, casino management, environmental control may have excellent opportunities to participate in the upgrade of major tourism-related infrastructure facilities.

CHAPTER 3.  POLITICAL ENVIRONMENT

Nature of Political Relationship with the United States

2003 marked the 100th anniversary of diplomatic relations between the United States and Bulgaria and a high point in that relationship. U.S.-Bulgarian bilateral relations are excellent and continue to improve steadily, reflecting a wide range of shared interests. The U.S. Government strongly supports political stability, the growth of democracy, and the development of a market economy and economic prosperity in Bulgaria.  The U.S. Senate ratified Bulgaria’s accession to NATO in May 2003, and Bulgaria became a member of the Alliance in April 2004.  U.S. forces have participated in several exercises in Bulgaria including a major joint training exercise in July-August 2004.  The Department of Defense has a number of military liaison programs with the Bulgarian Ministry of Defense to help modernize Bulgarian armed forces, purchase appropriate equipment, and prepare for interoperability with NATO forces.  Bulgaria is a leader in the multilateral peacekeeping force for Southeastern Europe (SEEBRIG) and is contributing troops to both Iraq and Afghanistan

In November 2003, the GOB and the U.S. exchanged diplomatic notes, revising the U.S.-Bulgaria Bilateral Investment Treaty to address issues that have arisen in the course of Bulgaria’s EU accession process.
Major Political Issues Affecting Business Climate

The National Movement Simeon II, political vehicle of the former exiled Tsar Simeon Saxe-Coburg, won half of the 240 seats in Bulgaria's unicameral legislature in 2001 and formed a coalition government with the Movement for Rights and Freedoms, which is generally seen as representing Bulgaria's ethnic Turkish minority.

The Saxe-Coburg government has continued the reform policies initiated by the preceeding government which lead Bulgaria out of the 1996-97 economic crisis; however, reforms have not born fruit as quickly as many had hoped.  The Currency Board has been highly successful in stabilizing the economy, and GDP grew a reported 4.0 percent in 2001, 4.8 percent in 2002 and 4.3 percent in 2003.Unemployment rates are falling, but regional high unemployment and low average incomes remain a chronic problem.

Organized crime and corruption are a concern of both the government and the ordinary citizen, and are significant domestic issues.  Many organized crime killings have gone unsolved in the past two years and judicial corruption is reputedly widespread.  Privatization procedures remain particularly susceptible to allegations of corruption.  The National Assembly has passed laws to amend the Penal Code and the Criminal Procedures Code.  Violent crime against persons is very low although property crime-car theft, pick-pocketing and burglary-remains widespread.

All major political parties support membership in Western institutions including NATO and the European Union (EU).  The Bulgarian Government has cooperated closely with the U.S. as a non-permanent member of the UN Security Council in 2002-2003 and as Chairman in Office of the Organization for Security and Cooperation in Europe (OSCE) in 2004.  Bulgaria has also supported U.S. and NATO positions during the Kosovo Crisis and in the War on Terrorism after September 11, 2001.  Bulgaria has deployed troops to Bosnia (SFOR), Kosovo (KFOR) , and Afghanistan (ISAF).  A Bulgarian battalion is currently deployed in Iraq as part of coalition forces there.  The government hopes that membership in NATO and the EU will encourage foreign investment and promote greater confidence in Bulgaria’s political and economic institutions.

Political System, Schedule for Elections, and Orientation of Major Political Parties

Following the removal of long time communist leader Todor Zhivkov in 1989, Bulgaria has been a parliamentary republic ruled by a democratically elected government.  A new constitution was enacted in 1991, which lays out the basic rights and obligations of citizens and is the basis for Bulgaria’s legal system.  The constitution guarantees freedom of association including the right to form political parties.

The constitution provides for the separation of powers amongst the executive, judicial and legislative branches and a system of checks and balances.  The President is the head of state.  The presidency is empowered to conclude international treaties and to schedule parliamentary (i.e., National Assembly) elections.  The President is also the commander-in-chief of the armed forces.  The National Assembly is a unicameral legislative body that consists of 240 members who are elected for a term of four years.

Georgi Purvanov of the Bulgarian Socialist Party (BSP) won an upset victory over incumbent Petur Stoyanov of the UDF in the November 2001 presidential election.  He assumed the presidency in January 2002 for a five-year term.  Presidential elections are expected in November 2006. 

Simeon Saxe-Coburg Gotha, the former Tsar (Simeon II) who had lived most of his life in exile in Madrid since leaving Bulgaria as a boy after World War II, became Prime Minister on July 24,2001.  His Government includes representatives of the National Movement Simeon II (NDSV) and the mainly ethnic-Turkish Movement for Rights and Freedoms (MRF).  The UDF and the BSP make up the opposition.  Since taking office the government has seen its approval ratings fall sharply from the sky-high numbers (and wildly inflated expectations) with which it began its mandate.  The NDSV itself has proved fractious, twelve of its MPs have left the party, and in July 2003 the NDSV parliamentary group selected a new leadership. 

Infighting within the NDSV culminated in March 2004 when a group of reformist MPs defected from the ruling party to form a separate parliamentary group called the New Time. Formally, the ruling coalition of NDSV and MRF lost its parliamentary majority, but it could still rely on support by New Time MPs for key votes.  The opposition center-right UDF has also split, after former Prime Minister Ivan Kostov and his supporters left the UDF in February 2004.  In May 2004, Kostov’s group launched a new center-right party called Democrats for Strong Bulgaria.  The fragmentation of the center-right spectrum in early 2004, and the consecutive creation of new political parties, raised the number of groups in parliament to seven, a record high for post-communist Bulgaria.  The NDSV currently holds 97 of the 240 seats in the National Assembly and the BSP-led Coalition for Bulgaria has 49.  Kostov’s faction, using the  name United Democratic Forces (UtDF), forms the third biggest group in parliament with 28 MPs.  The MRF has 20, the UDF has 14, the New Time has 13 and the People’s Union has 11 MPs.  There are also eight  independent MPs (six former members of the NDSV and one each of the MRF and UDF).  The next major test for the political parties will be the general elections due in mid-2005. Early polls suggest that the BSP looks set to win the general elections but will be short of absolute majority. 
CHAPTER 4.  
MARKETING U.S. PRODUCTS AND SERVICES

The Law on Encouragement of Investments (substantially overhauled in 2004) sets forth preferential treatment measures for foreign or local investments.  The measures are differentiated according to the class of the investments, and include three levels of benefits, depending on the amount of the investment.
A.  Steps to Establishing an Office

A representative office for information gathering and non-proprietary activities, such as performing promotions, exhibitions, demonstrations, training or advertising of products or services, is established by registration with the Bulgarian Chamber of Commerce and Industry. A representative office is not a legal entity in Bulgaria.  Certain restrictions are placed on the office's activities, and in particular a representative office may not carry out commercial activities.  The Commercial Code and the Law on Encouragement of Investments define the various forms of economic associations and regulate their foundation, organization, and termination.  While it is possible to register a branch of a foreign entity in Bulgaria, the most common type of organization for foreign investors is a limited liability company (OOD), or a one-person owned limited liability company (EOOD) respectively.

B.  Creating a Joint Venture

There are several laws that govern joint ventures with foreign participation, including the Law on Encouragement of Investments, and the Commercial Code.

Joint ventures with state-owned companies (i.e., wholly owned by the Bulgarian State) must be approved by the Council of Ministers or by the relevant minister.  The negotiation phase usually addresses the evaluation of existing assets and contribution of the foreign partner.  The foreign contribution can be in cash and/or in-kind, for example know-how.  The contribution of the local partner is usually in long-term assets (i.e., existing equipment, facilities, etc.). 
Joint ventures with private companies do not follow the same procedures.  No government involvement or approval is necessary.  After completion of negotiations, the entity must be registered with the appropriate district court.  Joint ventures are subject to the provisions of the Law on Protection of Competition regulating concentration of economic activity.
C.  Use of Agents and Distributors

U.S. exporters, especilly small- and medium-sized enterprises, generally choose to enter the Bulgarian market through an agent or distributor.  This is because the small size of the Bulgarian market, as well as language, cultural, and other differences will make it difficult to set up a branch or subsidiary at the outset.  Even some well-known large American companies are currently represented in Bulgaria by an agent for these reasons.

In considering a potential agent or distributor, common sense prevails: a U.S. company should not automatically sign up the first Bulgarian company that contacts them, and a due diligence background check of a potential business partner, plus frequent visits by the export sales manager, are essential. 

D.   Finding a local partner and attorney

The U.S. Commercial Service can assist U.S. companies find an agent or distributor through the International Partner Search and the Gold Key services which includes a search, list of contacts and in-country appointments for the Gold Key Service. Business partners can also be found by exhibiting at trade shows.  See www.buyusa.gov/bulgaria for more information on these services.  Directly contacting potential agents or distributors from a list sometimes works, but is not recommended as it is difficult to evaluate a potential business partner long-distance without an introduction or third-party evaluation of the prospective business partner.  

Bulgarian law stipulates that representation in court and before administrative agencies must be performed by a duly licensed member of the Bulgarian Bar Association, who are independent practitioners in law firms or who are certain employees of corporations.  Bulgaria does not allow foreign lawyers to practice in Bulgarian courts, except in criminal cases while accompanied by a Bulgarian lawyer, on a reciprocal basis by agreement with the other country.  In the case of a corporation, representation may be either by an authorized senior executive of the firm such as executive director, or by an employee who has passed the practical examination of the Ministry of Justice and who has a power of attorney from the corporation to represent it as “in-house counsel."  

A Bulgarian patent representative who specializes in intellectual property rights and who is admitted to practice before the Bulgarian Patent Office is also essential for preparing documents to protect intellectual property rights.  Some lawyers are patent representatives.  

Other services such as filing of corporate documents with the courts, legal opinions, and legal consultations, are in practice performed by self-styled “legal consultants, ” whose qualifications and experience may vary widely as the field is entirely unregulated.  Some legal consultants may be former in-house counsel.  Attorneys who are members of the Bulgarian Bar Association also provide such services.  Additionally, some of the larger international accounting and consultancy firms have established legal departments, which perform some of the services offered by a law firm. 

E.  Checking the Bona Fides of Banks, Agents, Business Partners, Contractors, Subcontractors, and Customers

There is only one internationally recognized credit reporting agency in Bulgaria, Credit Reform Bulgaria, headquartered in Germany, although there are new companies that have advertised their ability to check corporate references and provide corporate financial data.  The International Company Profile is a service that is offered by the U.S. Commercial Service for evaluating potential business partners.  See www.buyusa.gov/bulgaria for more information on these services.

F.  Distribution and Sales Channels

Big changes to Bulgaria's retailing structure started in 1999, when the German firm METRO, the second-largest retailer in the world after Walmart, opened its first cash-and-carry membership store in Sofia. METRO carries a wide variety of direct-imported consumer items, including many U.S. brands.  METRO has expanded throughout Bulgaria, and its entry into the market has been followed by the Greek consumer goods chain store Ena, the German/Austrian Billa, the UK franchisor of Picadilly supermarkets chain, the Turkish Ramstore and the French do-it-yourself supermarkets chain Mr. Bricolage.  By the end of 2004,these chains have a large number of stores throughout Bulgaria: Billa (20), Fantastiko (18), Metro (7), Ramstore (3), Bricolage (3). New chains of stores are preparing market penetration as well – the German Kaufland, Lidl and Hit.  Technopolis, Technomarket, Euromarket and Elite are another retail chain for houseware electronic equipment. 

Larger cities outside Sofia have one or two stores on the scale of a department store, although many of these are now out of business. These stores typically retail nonperishable consumer products such as household appliances, furniture, apparel, personal care/hygiene items, and consumer electronics. 

While Bulgaria does not yet have shopping malls, there are increasing numbers of shopping streets, shopping arcades and co-located stores.  Recent examples of this trend in Sofia are TSUM (formerly a department store, now several floors of fashionable shops), the Centralni Hali  (formerly a vegetable market, now two floors of a wide variety of food and clothing shops, plus a food court), and Vitosha Boulevard, Graf Ignatiev Street, Solunska Street and the renovated Pirotska Street, all of which have many fashionable shops.  Regional cities typically have a pedestrian-only shopping area in the center of the city.

Consumer-oriented trade shows, seasonal bazaars and specialized annual exhibitions are an important part of the retail scene.  The Christmas Bazaar, the Made in Bulgaria Bazaar, the Flora, the Leather World and Stroiko Exhibitions at the National Palace of Culture in Sofia feature hundreds of booths-actually small shops-on six floors of the complex, turning it into a temporary shopping mall, packed with consumers.  

While each product sector has its own distribution channels, overall the transformation of the industrial products and raw material market segments is much slower paced.  Bulgaria's wholesale sector is characterized by fragmentary development.  Previously, wholesaling of Bulgarian products was handled by manufacturers who distributed products directly to retailers, and imports were handled by large state-owned enterprises.  Now the wholesaling sector is increasingly composed of private companies.  Many wholesalers focus on the distribution of imported products as trade liberalization encouraged many new companies to enter trading activities.  An array of companies has entered the market and expanded distribution and services, incorportating marketing concepts and information technologies to accelerating the transformation.

G.  Franchising and Direct Marketing

The first franchise operations in Bulgaria were little more than stores or distribution licenses for trademarked products. From the bottling of Pepsi-Cola, the establishment of KFC Chicken, Pizza Hut, Dunkin Donuts, and the Office 1 Superstore, over the past several years franchising have also appeared in the executive recruiting and other services fields.  The Bulgarian retail market is now ready for the many products and services that are typically marketed and sold in foreign-based franchise stores.  Bulgarian consumers are looking for retailers that can provide a consistent selection of quality products, reasonable prices and good service.  Bulgarian entrepreneurs are also eager to obtain transfer of technology and management expertise. 

The best franchise opportunities are in the big cities (Sofia, Varna, Plovdiv, Burgas) where the population has a relatively high level of disposable income.  Sectors with the most potential for U.S. franchisors include automotive products and services, restaurants, hotel and motels, laundry/dry-cleaning, and employment services.  Good franchise opportunities also including convenience stores, ice cream/yogurt stores, hardware stores, printing and photocopying services, specialty retail stores, commercial and residential cleaning, equipment rental centers, eye care and optical centers, baked foods, candy and snacks, and educational services.

The Bulgarian legal system accommodates franchise agreements.  Laws on labor relations are clearly spelled out, leases can be freely negotiated, and laws protect trademarks, patents and copyrights.  The primary challenge in establishing franchises is obtaining sites.  In urban areas, especially Sofia, it is sometimes difficult to locate and lease properties at an affordable cost.  Difficulties in finding locations with clear titles also creates complications and delays in finding sites.  The International Executive Service Corps (IESC) works with Bulgarian companies, matching them with potential U.S. franchise owners.  In addition, there is a Bulgarian Franchise Association.

Direct marketing is relatively new to Bulgaria.  There are few, if any, Bulgarian mail-order catalogs.  Vacuum cleaners and cosmetics are being sold fairly successfully door-to-door. Companies employ different marketing techniques.  An Austrian company is currently using television home shopping "infomercials" to sell kitchen tools and appliances not available in local shops.  Home demonstrations are not popular and have generated little success.  Avon and the Swedish company Oriflame report success in the direct sale of cosmetics. 

Limitations to expansion of telemarketing are low telephone penetration in rural areas and unreliable mail deliveries. Direct marketing techniques may have more relevance to larger urban areas as the population of smaller towns is suspicious of direct marketing to end-users, and in less populated areas where contact between people is infrequent, door-to-door selling is viewed as a way to socialize.

Direct marketing through catalogs, telemarketing and the Internet from the United States to Bulgaria is still quite difficult.  Few Bulgarians have credit cards, and debit cards are just now coming into popularity.  Together with the low purchasing power, the high cost of shipping and lack of security for parcels and mail at most homes, catalog shopping and Internet shopping from the United States is in its infancy.  However, e-commerce is expected to grow in Bulgaria over the long term.

H.  Selling Factors and Techniques Best Suited to the Local Culture

Bulgarian consumers and companies have low purchasing power, which means that price is a major consideration in developing a market strategy.  While some customers may prefer to "buy Bulgarian," frequently there is no Bulgarian manufacturer or it is recognized that the Bulgarian supplier does not have the capacity or the quality of product to meet the customers' needs.  So frequently the contest is among American, European and Asian suppliers.  American companies are widely recognized for their quality and reasonable price, and value sells well in Bulgaria.

Market statistics are essential to choosing specific marketing strategies, but the Bulgarian market can be complex and difficult to gauge.  Available market size statistics are usually unreliable and do not assist in accurately predicting market responses.  While low official disposable income statistics might initially discourage market entry, the size of the unofficial economy and inferences from observing actual sales activity paints a brighter picture.  First-hand observation on the streets and in the shops is essential for gauging the amount of actual economic activity in Bulgaria.

I.  Product Pricing and Licensing

Consumer demand is price-elastic in Bulgaria.  Due to low per capita income and purchasing power, consumers are highly price sensitive.  However, consumers are willing to spend more in return for higher quality.  Most people have generally restricted their purchasing to basic necessities.  Imported products are typically higher priced than locally produced goods. 

U.S. manufacturers considering export to Bulgaria should look closely at ways to cut transportation and distribution costs for selling to Bulgaria so that Bulgarian customers can benefit from the wide variety and attractive prices of American products.

Licensing might be a good market strategy for a U.S. company with high labor costs and product prices that are too high for Bulgarian customers.  Production for the Bulgaria's market in Bulgaria might enable market entry.  It might be difficult for a U.S. company to find a Bulgarian company able to invest large sums to acquire a production license or new manufacturing capability for an American product.  However, enterprises with existing and suitable manufacturing capacity and good markets might be eager to take on the manufacturing of an American product.  

The Law on Obligations and Contracts and the Commercial Code sets forth the rules for making a licensing contract.  Dual use commodities can be imported and exported only by licensed companies.  The pharmaceutical and medical equipment and products’ importers must have their products first registered with the Bulgarian Drug Agency and/or Ministry of Health to obtain authorization to import. 

J.  Advertising and Trade Promotion

Advertising is regulated by the 1998 Law on the Protection of Competition and the 1999 Law on Protection of Consumers and on Trading Rules. These laws prohibits advertisements, which disseminate misleading information to consumers or malign the reputation of competitors.  Separate legislation regulates advertising for specific products such as tobacco products,  pharmaceuticals, and alcocholic beverages.

There are about thirty companies that provide a full range of professional advertising services.  These companies have formed an advertising association, and there is at least one other association comprised of smaller companies.  These companies have tried to influence the media to pay attention to international advertising norms, ethics and regulations. 

The following is a list of major newspapers and business journals in Bulgaria (in Bulgarian except as indicated):

Daily Newspapers

24 Hours

Phone: (359)(2) 942-2514
Fax: (359)(2) 942-2819

Pari

E-mail: office@pari.bg  
Website: www.pari.bg

Standart

E-mail: komentari@standartnews.com  Website: www.standartnews.com

Trud

E-mail: trud@zgb.bg

Dnevnik

E-mai:  dnevnik@dnevnik.bg  Website: www.dnevnik.bg

Weekly Journals

Banker

E-mail: info@banker.bg 
Website: www.banker.bg

Capital

E-mail: pisma@capital.bg
Website: www.capital.bg

168 Hours 

E-mail: 168@press.zgb.bg

Bulgarian Business News (English Edition)
E-mail: BBN@Press.ZGB.BG

Bulgarian Economic Outlook (English Edition)
E-mail: bta@bta.bg
Website: www.bta.bg 

The Sofia Echo (English) E-mail: news@sofiaecho.com  Website: www.sofiaecho.com

Bulgaria has a number of industry-specific trade shows.  Many U.S. products are displayed through agents, distributors and dealers.  Information on trade shows in Bulgaria is available through links on the U.S. Commercial Service website www.buyusa.gov/bulgaria. 

K.  Sales Services and Customer Support

Bulgarian consumers expect good after-sales service and customer support when purchasing products.  New private companies understand the importance of customer support and follow through on promises.  

Companies expect support from the U.S. exporter when purchasing imported products.  Given that prices are generally higher and their limited budgets are already stretched, service and support by their suppliers are mandatory in their view.  Emphasis on customer support is an initial step in developing customer loyalty.

Most American companies operating in Bulgaria provide training to their distributors/agents.  In many cases, agents and distributors are trained in the United States in order to communicate the firm's distinctive corporate policies, behavior and standards.  

L.  Government Procurement Practices

Public procurement laws have been substantially revised to comply with EU rules and practices. Modifications have streamlined enforcement of the laws, strengthened the powers of the procurement staff and introduced controls.  Public procurement opportunities are published on the web at http://www1.government.bg/rop
A new (April 2004) Public Procurement Law will be enforced beginning in October 2004.  The Law established a Government Procurement Agency, responsible for public producrment and reporting to the Minister of Economy.  The new law also will give preferences for the Bulgarian small and medium companies until 2007 on public tenders. 

Contact information for the new Government Procurement Agency:

4, Lege Street

Sofia 1000

Mrs. Miglena Pavlova, Executive Director

Phone: + 359-2-940-7050

E-mail: M.Pavlova@aop.mi.government .bg

Public procurement financed by international financial institutions such as the EBRD or World Bank offers the best opportunity for transparent purchasing decisions based on price and other competitive factors. Pursuant to the loan guidelines, tenders must be open and transparent. Results of the tender evaluation process are subject to the review and final approval of the financing institution.

CHAPTER 5. 
LEADING SECTORS FOR U.S. EXPORTS AND INVESTMENT

A. 
Top Prospects for Non-Agricultural Goods and Services

The following top prospect sectors are ranked by estimated dollar growth in U.S. exports over the coming year.

Electrical Power Systems

Computers and Peripherals

Travel and Tourism/Tourism Infrastructure

Telecommunications Services

Medical Equipment

Telecommunications Equipment

Building Products

Computer Software

Aviation equipment and services

Pollution Control Equipment

Automotive Parts and Service Equipment
 



1.
Electrical Power Systems (ELP)

Almost all electric power equipment in Bulgaria is imported, with major market share held by European producers such as Siemens, ABB, Enel Produzione, Rheinbraun, Schneider, and Alstom.  Since 2002, imports have increased significantly due to the upgrades of the Kozloduy Nuclear Power Plant Units 5 and 6, the rehabilitation of Bobov Dol Power Plant, TPP Maritza East 3 rehabilitation, installation of cutting sulphur dioxide emissions equipment Maritza East 3, and the supply and installation of gas flow meters in the underground gas storage in Chiren. 

Best sales prospects are for transmission line equipment, steam boilers and turbines, emissions control equipment, pumps, electric generating sets, motors, generators, power transformers, voltage switchgears, valves, preinsulated steel pipes for district heating systems, heat exchanger and heat joints for pipelines, speed control for regulators for the district heating system.  Other promising subsectors are district heating and cogeneration equipment and technologies, nuclear power generating equipment, turbines, pumped storage plants and transmission lines.  Another potential best prospect is for radioactive waste treatment and interim storage at the Kozloduy NPP site.  Many hydropower and thermal power plants will also be privatized, which may be attractive for U.S. electric power companies. 

Much attention has been given towards preventive maintenance, audits and repairs of operating facilities, and system-significant facilities. This can be expected to continue, producing new opportunities for firms in these fields.  

The largest end-users of power equipment and technology in Bulgaria are the National Electric Transmission Company, municipal and related public sector utilities, the thermal power plants and large private and state-owned enterprises.  U.S. power equipment manufacturers represented in Bulgaria include Honeywell, Entergy, Parsons, Nexant, General Electric Company, Westinghouse, Montgomery Watson Harza.






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size
	286  
	302
	453

	B.
	Total local production
	16
	15
	12

	C.
	Total exports
	11
	10
	10

	D.
	Total imports

	281
	297
	451

	E.
	Imports from the U.S
	80
	99
	210


2.
Computers and Peripherals (CPT)

The computer and peripherals market in Bulgaria is well developed.  The top 20-25 suppliers dominate a market of about 500 companies.  Competition is intense.  U.S. companies had a 63 percent of the total market in 2002 (58 percent in 2001).  Computer hardware represents 85 percent of the total market and 80 percent of the import market. Peripherals represent 15 percent of the total market and 20 percent of the import market.  Hewlett-Packard, IBM, Compaq, Dell, Gateway, Xerox and Cisco continue to be among the market leaders in Bulgaria.

The government, state enterprises, large and small commercial enterprises and commercial banks are highly receptive to U.S. computer technology. The total number of computers in Bulgaria is about 500,000. The installed PC home base is 200,000 units, the installed business base is 190,000 units and the installed government administration base is more than 100,000 units.  A conservative 11 percent annual growth is expected over the next couple of years. The growth is expected to come from new market segments like small- and medium-sized  enterprises, home users, as well as from continuing needs for computers and peripherals for commercial banks, big infrastructure projects, and further information technology needs of the Government administration. 

Best prospect subsectors for U.S. suppliers include personal computers, servers, laptops, modems, printers and scanners. The three most important competitive factors in the Bulgarian computer hardware and peripherals market are price, quality, and after sales support.

Toshiba and Acer are the main competitors to U.S. equipment suppliers on the Bulgarian computer market, while the main competitors to U.S. companies for peripherals sales are Canon, Epson, Kyocera, Oki, Brother, UMAX, Plustek and Mustek. 






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size 
	244
	270
	303

	B.
	Total local production 
	11
	13
	15

	C.
	Total exports
	2
	2
	2

	D.
	Total imports 
	235
	259
	290

	E.
	Imports from the  U.S.
	136
	163
	189


3.
Travel and Tourism and Tourist Infrastructure (TRA)

The Bulgarian travel and tourism sector offers opportunities for: hotel design, construction and management; theme park development, fast food services, sports facilities, and water supply and wastewater treatment services.  In addition, U.S. companies have excellent opportunities to participate in the upgrade of major infrastructure facilities that support the tourism industry, the three main airports in Sofia, Varna and Burgas, and the road and telecommunications networks.

The upgrading of Bulgaria’s tourism infrastructure is one of the highest priorities of the GOB, and development plans go far beyond Bulgaria’s already well known ski resorts and Black Sea beach resorts.  American companies may take advantage of the existing opportunities in the following areas:

· Design, repair, maintenance, upgrade and renovation of hotel facilities; 

· Construction of swimming pools, tennis courts, sports centers, entertainment facilities, golf courses and yacht clubs; 

· Modernization of the national and regional transportation infrastructures; 

· Renovation and upgrading of the public utilities;

· Marketing and promotion services; 

· Establishing standards for quality assurance and quality management  






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size 
	586
	629
	701

	B.
	Total local production 
	428
	598
	611

	C.
	Total exports
	123
	253
	200

	D.
	Total imports 
	281
	284
	290

	E.
	Imports from the  U.S.
	61
	109
	180


4.

Telecommunications Services (TES)

The growth of the overall telecommunications market is fueled by the privatization of the former state-owned Bulgarian Telecommunications Company (BTC).  Three other major factors  contributing to market growth are the continued increase in Internet users, the substantial increase in mobile phone use, and the increase of services offered by the cable TV operators, private radio stations and TV broadcasting operators.  These factors should help create expanded demand for U.S. providers of advanced telephone service solutions, as well as value-added telecommunications services.  Other best prospect subsectors include Internet services, wireless and broadband Internet access technologies, cable television, and voice-over-Internet.






(Estimated value in millions of U.S. dollars)








2001

2002

2003


A.
Total market size 


588

743

862


B.
Total local production 


479

531

610


C.
Total exports



38

48

60


D.
Total imports 



147

260

312


E.
Imports from the  U.S.


6

8

30

5.
Medical Equipment (MED)

Increased imports of medical equipment are expected as result of the ongoing healthcare restructuring reform, introduction of new healthcare legislation in view of the EU accession requirements, and an increased allocation of funds in the government’s budget for health care.  The estimated budget for healthcare in 2004 is 4.5% of GDP.  Other favorable factors are the ongoing privatization of state-owned polyclinics and the World Bank project for health care restructuring and reform.

Over the past several years, the system of health care has been reshaped by the introduction of general practitioner (GP) primary care providers, as well as by the introduction of new privately run groups of practices.  These practices were created through the transformation of the traditional government or municipal outpatient clinics and through the process of gradual conversion of fully sponsored inpatient hospitals into organizations managed on the basis of health insurance.  The newly shaped healthcare system providers are aiming at restructuring and upgrading of their equipment and hardware base. 

Since 2001 the National Health Insurance Fund has been operating as the main agent of financing primary care. Healthcare contributions are now the main source of funding health activities, with diminishing government subsidies and rising patient co-payments.

Medium and long-term procurements will be made for information systems developed for the National Health Insurance Fund, as well as training, public information and technical assistance, and support for outpatient and inpatient care.  Hospitals perform regular procurements of diagnostic equipment, modern patient monitoring systems and hospital management systems.






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size 
	87
	111
	143

	B.
	Total local production 
	10
	11
	12

	C.
	Total exports
	5
	5
	5

	D.
	Total imports 
	82
	104
	136

	E.
	Imports from the  U.S.
	12
	16
	26


6.
Telecommunications Equipment (TEL)

The U.S. telecommunications equipment market in Bulgaria is expected to grow as privatized Bulgarian Telecommunications Company (BTC) invests in infrastucture and launches Bulgaria’s third wireless (GSM) operator.  Other investments in equipment will come from the two other GSM operators (Mtel and GloBul), ISPs and the cable operators as a result of the liberalization of the telecommunications services market.  With no local production, all telecommunications equipment in Bulgaria is imported. 

U.S. telecommunications equipment is very well received in the Bulgarian market.  U.S. telecommunication equipment manufacturers represented in Bulgaria include Hewlett Packard, Cisco, 3Com and Bay Networks. However, the Bulgarian market is heavily dominated by European producers such as Siemens, Ericsson, Nokia and Alcatel. 

The best market prospects are for Internet-related equipment such as routers, switches, access servers, equipment for mobile telephony, cable operators’ equipment for transmission and fixed wireless equipment.






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size 
	200
	200
	220

	B.
	Total local production 
	0
	0
	0

	C.
	Total exports
	0
	  0
	0

	D.
	Total imports 
	200
	200
	220

	E.
	Imports from the  U.S.
	15
	18
	25


7.

Building Products (BLD)

The stable economic conditions and new investments in Bulgaria have contributed to the expansion of the building materials market in Bulgaria.  In particular, Bulgaria’s housing market is experiencing rapid growth.

Traditionally, Bulgarian buildings are constructed with unreinforced brick covered with concrete stucco or, more recently, with steel-reinforced concrete with brick infill.  Some buildings have concrete shearwall, but extensive renovation of first floors of older buildings to create commercial space has resulted in many "soft story" buildings that are susceptible to collapse if there were a strong earthquake.  Bulgarian buildings are energy inefficient, heavy, and take a long time to build.  Wood and steel frame buildings are almost unknown, though Bulgarian builders are starting to look at American-style platform-frame wood construction and prefabricated housing.  This situation offers many opportunities to promote high-tech American building materials based on advanced U.S. technology.  U.S. value-added building products that may have very good market prospects include wooden and vinyl windows, doors, flooring, kitchen cabinets, suspended ceilings, insulation, adhesives, cements, roofing shingles, heating and ventilation equipment, air conditioning, refrigeration and cooling systems, steel buildings and fabrications.  Other potential imports from the United States could include framing lumber, plywood, molding and fiberboard.  In addition, the Bulgarian remodeling market may grow significantly over the long term, offering U.S. companies opportunities in this subsector.

As most modern building materials are imported, Bulgaria has no applicable standards or testing in this sector.  Materials from well-known manufacturers that have certificates from the country of origin are accepted in the market based on technical merit.






(Estimated value in millions of U.S. dollars)

	
	 2001
	2002
	2003

	A.
	Total market size
	358
	550
	590

	B.
	Total local production
	275
	380
	325

	C.
	Total exports

	65
	61
	34

	D.
	Total imports
	148
	231
	299

	E.
	Imports from the U.S. 
	25
	22
	23


8.

Computer Software (CSF)

Bulgaria has a $22 million computer software market that will grow at 18 percent annually for the next three years.  U.S. software products are extremely well accepted for their high quality and innovative solutions.  The products of major U.S. suppliers such as Microsoft, Oracle, Informix, Novell, and Sun Microsystems are well established and are extremely competitive.

While Bulgaria offers good market conditions for U.S. software products, a major inhibitor for software companies is software piracy.  In Bulgaria, there is a good legal basis for protecting intellectual property, but enforcement of IPR law needs improvement.  There are no market barriers on the import of U.S. software products and there are no customs duties on the import of software.  A Value-Added Tax (VAT) of 20 percent is applied on all goods sold in Bulgaria, both produced domestically or imported. There is no requirement that the end-user manuals of software products must be printed in Bulgarian. There are regulations of the Bulgarian Consumer Rights Protection Commission that broadly describe requirements for end user manuals, packaging and pricing information that should be provided in Bulgaria. 

Promising sub-sectors include application software, networking software, electronic design automation, CAD/CAM, computer aided engineering, Internet software, software products which support Wireless Application Protocol, e-business management solutions, enterprise planning, software for web-design and banking software.  The most important competitive factors in the Bulgarian computer software market are quality, price and financing terms.  Having a good local partner for marketing of products is another critical competitive factor.  U.S. software firms are beginning to invest in training of their customers and local partner in order to encourage quicker adoption of their products.  

Bulgarian software companies do not produce software that competes with U.S. software because the Bulgarian software developers are concentrating in market niches that are either specialized or customized for the local market, are not produced by U.S. developers, or are localized versions of U.S. products.  Bulgarian software companies have excellent development capabilities and highly skilled English speaking programmers. Bulgaria is ranked 8th in the world according to the total number of IT certificates and 3rd according to certificates per capita. There are about a dozen large Bulgarian software companies and 200 smaller software development companies. 






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size 
	18
	22
	26

	B.
	Total local production 
	8
	11
	13

	C.
	Total exports
	7
	9
	10

	D.
	Total imports 
	14
	20
	23

	E.
	Imports from the  U.S.
	12
	17
	21


9.
Aviation equipment and services (AVS)

In 2003, the import of air traffic control and airport equipment and services was estimated at approximately $84.2 million, or 27.4% percent more than in 2001. This market is supplied almost entirely by imports.  Bulgaria imported $66.0 million of airport ground support, security and safety equipment and air traffic control equipment in 2001 and $78.0 million in 2002. 

Imports are expected to grow over the next two years at an average rate of 27%. The growth trends of this market have been influenced by the ICAO and IATA requirements for sustainable development, quality improvements, Sofia airport category upgrade and compliance to international standards.






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size 
	67
	79
	86

	B.
	Total local production 
	2
	2
	2

	C.
	Total exports
	1
	1
	1

	D.
	Total imports 
	66
	78
	84

	E.
	Imports from the  U.S.
	9
	11
	13


10.
Pollution Control Equipment (POL)

Bulgaria is a promising but largely unexplored market for U.S. pollution control products and services, primarily in the subsectors of water and wastewater treatment, renewable energy, energy efficiency, waste disposal and treatment, and air pollution control.

Bulgaria has major opportunities in the field of water and wastewater treatment.  Over 17% of the existing sewerage system needs to be replaced either because of age or outdated technology.  More importantly, 98% of the villages have no sewerage systems.  Urban wastewater treatment plants are planned for 104 cities and towns with populations over 10,000.  Most industries in Bulgaria need to construct or upgrade their wastewater treatment facilities in the next 3-4 years in order to meet the new EU requirement that has been incorporated in the Bulgarian environmental standards.

Renewable energy sources are still underused. However, with EU accession, Bulgaria will be required to generate at least 8% of its total power from renewable sources. Bulgaria has a potential for generation of hydro, geothermal and wind energy. The newly amended Energy Act stipulates for preferential price for buying energy of renewable resources.  Most industries and households require energy saving products and technologies in order to minimize the hazardous effect on the environment and reduce their energy bills. While in it is hard to find financing for environmental projects, funding for energy efficiency projects is easier accessible.  

Bulgaria utilizes the method of landfill disposal for municipal waste. With few exceptions, landfills mentioned do not comply with the new requirements and need reconstruction. There is a critical need to find ways to handle hazardous, solid, and industrial waste, such as incineration, plasma technologies, recycling, and waste minimization.

The air pollution control sector will provide opportunities for construction of desulfurization installations at large combustion facilities, installation of filters for reducing of heavy metal and  organic pollutants emissions from the energy sector, reconstruction, modernization and capacity increading measures for central heating systems, creation of the necessary infrastructure for enhancing the gas supply for household and industrial consumers, reconstruction and construction of facilities in the metallurgy sector for preventing dust, sulfur dioxide and heavy metal emissions, and increasing the production of unleaded gasoline. 






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size 
	77
	93
	104

	B.
	Total local production 
	16
	19
	21

	C.
	Total exports
	1
	2
	2

	D.
	Total imports 
	62
	75
	85

	E.
	Imports from the  U.S.
	8
	9
	10


11.
Automotive Parts and Service Equipment (APS)

While almost 60% of Bulgarian families own a car, almost 40% of the cars registered in Bulgaria are older than 20 years, 23% are between 15-20 years and only 2.9% are less than 5 years of age.  Many Bulgarian car owners do their own service, such as oil changes, filter replacement, simple adjustments, rubber belts replacement, and brake and brake shoe lining replacement.  This is done after the car owners buy the spare parts from independent auto parts stores or go directly to some of the many small independent garages or auto repair shops.

The automotive and especially the accident repair car business is one of the fastest growing in Bulgaria. The growth in numbers of European cars will lead to a need for more sophisticated service and car body repair equipment, both mechanical and electronic, paint products and application methods at an affordable price.

Best sales prospects include consumables, including oil and air filters, wiper blades, rubber blades, hoses, gaskets and rings, engine parts, brake parts, exhaust system parts, car body parts, accessories such as wheel covers, car/truck bed covers, car batteries, exterior accessory lights, auto security products such as alarms, steering wheel locks, service equipment for electronic diagnosis, monitoring, testing and analyzing, wheel balancing, tire changing, oil changing, battery chargers, quick repair kits, tools, paints and auto cosmetics.






(Estimated value in millions of U.S. dollars)

	
	2001
	2002
	2003

	A.
	Total market size 
	85
	89
	95

	B.
	Total local production 
	8
	8
	11

	C.
	Total exports
	4
	3
	5

	D.
	Total imports 
	80
	34
	90

	E.
	Imports from the  U.S.
	5
	6
	8


B.  Top Prospects for Agricultural Goods and Services

Good prospects exist for the following agricultural commodities/products:

1. Meat and edible offal

Bulgaria traditionally does not produce enough beef meat.  U.S. suppliers have excellent opportunities due to the lack of competition from the EU exporters due to the current ban on any meat products from Western European countries, as a result of BSE and FMD.  The U.S. currently remains as the only "safe" and competitive supplier of beef and pork to Bulgaria.  In the last two years, the rapid development of the local HRI sector as well as the retail food sector have opened up new opportunities for sales of U.S. high quality beef cuts for direct consumption rather than beef for processing.  Pork continues to be imported for processing only as well as beef offal.

2. Cotton

Bulgaria produces a very small quantity of cotton which meets about 10 percent of local needs.  The country is a net importer of cotton with imports ranging from $35 to $48 million per year.  The U.S. does not currently export any cotton to Bulgaria for reasons such as lack of credit facilities, price competitiveness, freight/storage problems and lack of knowledge among local importers/processors about U.S. cotton.  The major competitor on this market is Greece (over the last five years) along with Uzbekistan.  Greek cotton is preferred by local importers mainly due to proximity which allows them to purchase in small lots, on request, and with easy transportation and storage.  Almost all local textile companies are exporting their products to the United States, Canada and the EU market for which they seek for higher quality raw materials.  The government and the trade are forecasting higher imports of cotton (and textile exports) and increased demand for higher quality cotton, making this commodity a viable opportunity for U.S. suppliers/exporters.

3. Snacks/Cereals

The U.S. faces competition in this market from Romania and Poland.  Products exported from those countries are sourced from local joint ventures with U.S. or Western European companies.  However, Poland and Romanian benefit from the preferential duties under the CEFTA agreement.  Bulgaria does not have a local tradition producing high quality and price competitive snacks.  Therefore, much of the local consumption is met by imports.  However, recently, local production of confectionery products has grown thanks to investment by EU-based companies (the American-owned Kraft Foods and Nestle).  They successfully compete with imports.  There is only one local Bulgarian producer of snack foods.  Consumption of these products in the last two years have increased due to quickly expanding supermarkets chains, food service outlets and stable/gradually increasing consumer income.  Products of U.S. origin are perceived by local consumers as high quality and having competitive prices.

4. Juices

The total imports of juices to Bulgaria were $2.4 million in CY 2000. The total import market was $9 million.  Major competitors include Austria and Greece who have nearly 50 percent of the market share.  These countries compete mainly due to their proximity (i.e. cheaper freight costs) as well as with the lower import duties granted to their suppliers under the EU trade agreements.  Local consumption of juices is increasing, especially in the last two years with the development of HRI sector.  According to the local Association of Juice Producers, local consumption is expected to double in the next three years.  U.S. producers can successfully compete with juice concentrates for Bulgarian manufacturers (almost all concentrates are currently imported) as well as with some juices for direct consumption which are of higher quality and can be differentiated from local products.  For example, cranberry or another non-local juices would be popular with Bulgarian consumers, if they were price competitive.

5. Poultry

In CY 2000, Bulgaria imported approximately $10 million in poultry products, of which the U.S. market share was 65.7 percent.  For the same period, Bulgaria imported $3.8 million in turkey products, in which U.S. producers enjoyed a 31 percent market share.  The United States is likely to continue to be a leading supplier of poultry, both chicken and turkey, compared to the other major competitor, the Netherlands.  Bulgaria does not produce enough chicken meat and does not produce any turkey meat (turkey imports are used mainly for processing).  Most local chicken production is inefficient and expensive.  The average local quality is not consistent and quantity is often in low volume.  Obstacles in this market include high import duties for U.S. chicken (between 68 to 74 percent) as well as the duty free import quota for EU exporters of 2,000 MT in CY 2000.  The EU’s duty free quota will increase by 10 percent annually.

6. Rice

Bulgaria produces an insignificant quantity and relatively low quality rice which meets only 10-15 percent of domestic needs.  Total imports were relatively stable in the range of $4.0 to $5.0 million per year.  The U.S. share in CY 2000 was 12.5 percent.  The major obstacles for U.S. rice are illegal trade (unrecorded imports at dumping prices) and low price competition by Egyptian, Chinese and Vietnamese suppliers.  Local consumption is not expected to increase in tonnage.  However, the newly opened food service outlets have demanded a higher diversity and better quality rice.  This is a market niche where the U.S. rice can successfully compete with price driven imports from Asia and Egypt.  In addition, some local processors have demanded U.S. rough rice for processing which is quality/price competitive on the local market.


7. Soybean Meal

Local production of soybean meal is negligible and meets only 5 percent of local consumption.   The U.S. market share was 14.0 percent in CY 2000.  Major competitors in this market are Brazil and Argentina.  Local importers are small and their strategy is price-driven which makes it difficult for U.S. soybean meal to compete.  However, major commercial livestock operations prefer to use U.S. soybean meal due to its quality, safety, and efficiency.  Therefore, the long-term opportunities for U.S. suppliers are very good.


8.  Other products 

Specialty flours:  Bulgarian bakeries have invested in good equipment and are expanding sales of mass produced breads and pastries.  A handful of high end, bulk bakers exist in the larger cities.  These bakeries have recently begun to import specialty flours from the U.S. either for special products (croissants or health foods) or to blend with local flour for better baking quality.

Some bakeries are seeking bulk mixes as well.

Hides and skins:  Raw hides and skins have always been imported by Bulgarian leather manufacturers.  This is a price sensitive market, but due to the lower cost local labor, the market is expected to expand over the next few years.

Wood:  All types of veneer are in demand by Bulgarian furniture manufacturers.  Increasingly, hardwoods such as oak and beech are asked for by the European companies who produce locally for export to Europe taking advantage of low cost labor and low taxes.

Pet food:  This is a small, but growing market.  The recent establishment of large retail outlets has led to better marketing of specialty pet foods.  In addition, there are a large number of local kiosk stores which cater to pet owners.  Brand names are an important marketing factor.

High-value foods:  This category includes salty snacks such as nuts, corn and potato chips and other processed food products.  Several large European retail firms opened outlets in Bulgaria’s larger urban areas in 1999.  These retail food stores have boosted sales of high-value foods by providing a more efficient (and less expensive) marketing channel for consumers.

C.
Significant Investment Opportunities


1.  Opportunities for U.S. Investors in Bulgaria include:



a.  Cogeneration Projects for Heat and Electric Power

District heating companies can be upgraded to supply both electricity, up to 35 megawatts, and steam and/or hot water, through cogeneration technology.  The best candidates for U.S. companies that can supply the technology and investment capital are the district heating plants in Pernik, Vratsa, Varna and Pravetz.



b.  State-owned Industrial and Trading Companies Being Privatized

The Privatisation Agency is currently marketing a large number of industrial and trading companies for privatization. Further information can be found on their website: http://www.privatisation.online.bg.



c.  Value-added Food Processing

Value-added food processing has seen a substantial amount of foreign investment in dairy,  confectionery, bakery, and other enterprises, and industry experts believe that Bulgaria offers substantial opportunity to utilize the country’s agricultural production to manufacture a variety of processed foods.



d.  Tourist Infrastructure

Opportunities for investment in Bulgaria’s tourist infrastructure center on the ski resorts, Black Sea summer resorts, and mountain hot springs.  



e.  Wineries

Companies that produce Bulgaria’s high-quality wines may be attractive candidates for companies to upgrade their production for export.


2.  Large Investment Projects with Significant Procurement Opportunities

The Bulgarian Industrial Association website keeps a current listing of infrastructure investment projects in Bulgaria:  http://www.bia-bg.comm/investments.  Specific projectsinclude:



a.  Transport Projects

Bulgaria has a number of major transport infrastructure projects that could offer significant procurement opportunities if financing can be found and case-by-case restrictions against non-European bidders overcome:

	Sofia Airport Reconstruction

  Passenger Terminal and Runway Extension

  Cargo Terminal
	$200 million

$200 million

	Plovdiv – Burgas Highway
	$500 million

	Burgas – Varna Highway
	$300 million

	Burgas Harbor Ro-ro, Container Cargo Ferry Terminals
	$300 million

	Sofia – Skopje Railroad
	$180 million

	Danube River Bridge at Vidin
	$89 million

	Danube river port of Lom reconstruction
	$17 million




b.
Environmental Projects

Municipal and central government-owned water supply and sewerage companies throughout Bulgaria will be offered to private companies, as they are in need of massive upgrades.  Sofia Water has already been established under such a concession.  Varna and Shumen are currently in the process of offering concessions.  Bulgaria also has a large number of environmental remediation projects under $5 million that could offer opportunities for U.S. companies.  A number of Bulgarian municipalities offer opportunities to foreign investors in solid waste management.  Bulgarian companies and regional authorities are aggressively seeking U.S. partners under the Ecolinks program for some of these projects.  Interested U.S. companies should consult with U.S. Commercial Service for more information.

CHAPTER 6.
TRADE REGULATIONS, CUSTOMS AND STANDARDS

A.  Membership in Free Trade Arrangements

In March 1993, Bulgaria signed an Association Agreement with the European Union under which the EU and Bulgaria will eliminate tariffs asymmetrically over a 10-year period with the EU reducing tariffs at an accelerated rate.  Agricultural concessions are applied on a reciprocal basis.  The Europe Agreement is also calling for the harmonization of Bulgaria's laws and institutions with those of the European Union in preparation for eventual full membership.  Already, Bulgaria is taking into consideration the requirements of EU directives in drafting new legislation. 

In July 1993, Bulgaria joined the European Free Trade Agreement (EFTA).  The provisions of the EFTA Agreement mirror those of Bulgaria's Association Agreement with the European Union.  Since then, the majority of EFTA member countries have opted to join the EU.  Bulgaria joined the World Trade Organizations in December 1996.  Bulgaria joined the Central European Free Trade Agreement (CEFTA) in January 1999.  A free trade agreement between Bulgaria and Turkey took effect in January 1999.  Bulgaria has signed and enforced Free Trade Agreements with: Turkey (1999); FYROM (signed in 1999); Estonia (2002); Lithuania (2002); Israel (2002); Croatia (2002).  Text of the agreements can be found at www.mi.government.bg/trade/regional
The U.S.-Bulgaria bilateral trade (BIT) agreement, in place since 1991, provides mutual most-favored-nation (MFN) status.  In order to prevent this agreement from conflicting with any conditions required by Bulgaria’s entry into the EU, this agreement was revised.  The United States gave Bulgaria unconditional MFN treatment in October 1996.

B.  Tariff and Non-Tariff Trade Barriers

Tariff Barriers:  Products imported from the European Union with a Form EUR 1 certificate are subject to reduced customs duties or exempt entirely in accordance with Bulgaria's European Union association agreement.  In contrast, U.S. products only receive Most Favored Nation customs tariff rates, which are almost always higher than tariffs applicable to EU products.  This has placed some dutiable U.S. products at a comparative disadvantage. U.S. Government policy is to urge Bulgaria to reduce its tariffs for non-EU products.  One benchmark for reduction would be the level of the European Union’s Common External Tariff, which in almost all cases is lower than Bulgaria's tariffs.  Customs duties on agricultural goods and inputs and distilled spirits are also of concern to U.S. exporters.  Preferential treatment applies to some tobacco varieties, mainly for those imported from Argentina, Brazil, India and Zimbabwe. 

Non-tariff Barriers:  Bulgaria’s non-tariff barriers are described in the annual National Trade Estimate report issued by the Office of the U.S. Trade Representative each March 31.  U.S. exports to Bulgaria are hampered by the Pan-European cumulation system, particularly the removal of the availability of customs duty drawback on products originating in the United States and other non-participants in the cumulation system.  Under this recently introduced system, customs duties on U.S.-origin inputs, that are used in the production of goods subsequently exported under preferential trade agreements involving the EU, Bulgaria and other countries, are no longer refunded.  In general, Bulgaria’s customs regulations and policies are often reported to be cumbersome, arbitrary and inconsistent.  Other major concerns are irregular implementation of Bulgaria’s 1997 (last amendment 2004) public procurement law and privatization procedures, and protection of U.S. intellectual property rights.

C.  Tariff Rates

Bulgaria follows the Harmonized System (HS) adopted by the Customs Cooperation Council.  Tariffs range between 5 percent and 40 percent on industrial products and 5 percent and 70 percent for agricultural products.  Since 1998, average Bulgarian import tariffs have been reduced significantly at the beginning of each year.  According to the 2003 Customs Tariff (MFN tariff rates) the overall average import tariff is 11.31 percent (up from 11.13 percent in 2002).  The average import tariff for industrial goods is 8.62, and the average for agricultural goods is 21.97 percent.  Tariffs in areas of concern to U.S. exporters remain relatively high.  Import duties are ad valorem for agricultural products; some products such as meat have minimum import duties.

Bulgaria's tariff schedules consist of two columns of rates. The column 1 rate applies to the 118 countries that qualify for preferential duty rates.  Column 2 is equivalent to Most-Favored Nation (MFN) status.  Forty-two countries, including the United States, are subject to column 2.  Approximately 80 percent by value of Bulgaria's total imports receive column 2 treatment. 

D.  Prohibited Imports and U.S.-Imposed Export Controls

Prohibited Imports:  Bulgaria prohibits imports of ozone-depleting products, ivory, rare birds, and other internationally banned products.

Export Controls

Export Licensing:  A limited number of goods are subject to administrative control, stemming from Bulgaria’s compliance with international agreements and specific domestic legislation.  Registration (automatic license) and permits (administrative license) required by some commodity groups for export are issued by the Ministry of Economy.  Permits are required for export of gold, silver, platinum, opiates, nuclear materials, explosives, arms, endangered species of animals and plants, and some herbicides.  Registration of export of five commodities including kerosene and diesel oil is required.  Only licensed dealers may export weapons. Bulgaria maintains quotas on the export of textiles and apparel to Canada and the United States making permits for export of these items required.  Details about the annually established quotas, carryover and carry forward arrangements could be accessed through the Ministry of Economy web site www.mi.government.bg

Trade in Arms and Dual-Use Goods and Technologies:  Bulgarian Customs supervises control over the export, import, re-export and transit arms and dual-use goods and technologies.  Bulgarian regulations follow the EU list of dual-use goods, which includes goods and technologies in the nuclear weapon, chemical and biological warfare and missile areas.  A permit for each transaction (import, export and re-export) and transit with dual-use goods and arms issued by the Commission for Control and Permission for Foreign Transactions in Arms and Dual-use Goods and Technologies of the Ministry of Economy required regardless of destination.  More information on dual use and arms export control is available from the Economy Ministry's Military Economic Cooperation & Internationally  Controlled Trade Directorate:  Dual-use Goods Export Control - Tel: (359) (2) 987-0549;  Arms Export Control -  Tel: (359) (2) 989-6794.

U.S. Exports of Sensitive Technologies to Bulgaria:  U.S. exporters should consult the U.S. Department of Commerce and Homeland Security for specific export licensing requirements concerning exports of sensitive high-technology products to Bulgaria.

E.  Import Taxes and License Requirements

There are no import taxes.  However, all imports are subject to a 20 percent Value Added Tax (VAT) levied at the time of customs clearance.  Some commodities are also subject to excise duties.



1.  Registration

The list of goods subject to registration is changed quite often.  In principle, the purpose of registration is to monitor the movement of some "sensitive" goods such as textiles and metals (subject to export registration), or of food products which have been in short supply on the domestic market for a certain period: some types of meat, dairy products, sunflower and vegetable oils. These products will receive an automatic license within one day of receipt of application in the Ministry of Economy and Ministry of Agriculture.  Applicants are required to present a certificate from the court in which their incorporation was registered and a certificate of tax registration.  Other substantiating documentation may be required: a contract, pro forma invoice, order, tax number, certificate of origin, EUR1 certificate, veterinary certificate and/or a certificate of quality. For 2003 and 2004, the list of imported goods subject to registration covered only three commodities’ groups with tariff numbers 210690200, 330210100, 8524 and 39074000 including alcohol, CD preforms and polycarbonates for CD manufacturing.  Additional and detailed information could be accessed through the web site of the Ministry of Economy  www.mi.government.bg/trade/polit.html


2.  Authorizations (Licenses)


Decree Number 307 and Decree 233 stipulate the foreign trade regime of Republic of Bulgaria.

Certain products must receive authorization prior to importation.  This is a non-automatic licensing process.  Authorization, in the form of an import license, is normally issued within two days of the Ministry's receipt of the application.  Applicants are required to present certificates from the court and tax registrations as well as supporting documents.  Imports of pharmaceuticals also require a copy of the license for wholesale trade.  Appeals following the Ministry of Economy denial of a license must be made in writing to the Minister of Economy within five days after the issuance of the decision.  The Minister is required to render a final opinion within five days of receipt of the appeal.  The Decrees on Bulgaria’s Trade Policies in 2002 provides for licensing of the import of gold, silver, platinum, opiates, nuclear materials, explosives, arms, dual use commodities, endangered species of animals and plants, and some herbicides.



3.  Import Quotas

Several decrees state that certain goods are subject to quotas where the tariff is reduced or waived completely.  The sizes of the quotas are determined by calendar year.  Quota allocations are distributed by the Ministry of Economy through a tendering process or auction.  No single applicant may receive a quota allocation larger than 35 percent of the total.  Quota recipients may be required to place a deposit or a performance bond issued by a bank.  Quota allocations are not transferable.  Goods that are subject to duty-free or reduced tariff-rate-quota regimes require certified, simplified customs declarations for import, or a favorable resolution in writing from the principal ministry or department.  In 2003 the goods covered by this import preference are agricultural insecticides and herbicides.  Under a separate list, engines and spare parts for agricultural machines are also covered.  

F.  Customs Regulations and Contact Information

Bulgaria’s customs regulations are based on the 1998 Customs Act, which replaces the former 1960 Customs Act.  The new Act generally corresponds to the provisions of the European Community Customs Code.

Customs valuation is based on the transaction value – the price actually paid or payable for the goods when sold for export to Bulgaria, defined in Bulgarian levs.  The dutiable value is CIP consisting of the purchase price, transportation costs, insurance charges, commissions, royalties, license fees and all other expenditures associated with the transport (e.g., loading and unloading) for delivery to the Bulgarian border.

Goods are declared by a customs declaration, by designated simplified procedures such as a simplified customs declaration, a commercial or other document, or by entry in the records of the declarer, or by data-processing entry or other approved method.  The customs authorities may carry out post-clearance examination of relevant documents or data.  

The law sets out procedures concerning transit, customs warehousing, inward processing, processing under customs control, temporary import, and outward processing.  The law provides for public and private bonded warehouses.  

The GOB introduced into its 2003 customs Tariff separate rates for "conventional customs duties" and "autonomous customs duties" as required by the European Agreement and the List of Obligations and Waivers to the General Agreement on Tariffs and Trade of 1994.  Bulgaria's Customs Tariff has been changed in order to bring the structure of applied customs duties into compliance with the categories identified by the World Trade Organization and the EU Combined Nomenclature and Integrated Customs Tariff.

The Council of Ministers is planning to approve a Regulation, which will spell out the conditions for granting tariff suspensions (suspensive measures) and autonomous quotas.  Until this regulation is adopted, the 2002 tariff mechanism will be applied taking into account only Bulgaria's WTO obligations.  The purpose of this approach is not to lower the average rates of customs tariffs prior to a new WTO round and Bulgaria's accession to the EU.  

U.S. companies may direct inquiries to the General Customs Agency 

Director:  Mr. Assen Assenov

1, Aksakov Street

1000 Sofia

Phone: (359)(2) 9859-4443/98 591  Fax:  (359)(2) 980-6897

G.  Temporary Goods Entry Requirements

Products may be imported into Bulgaria on a temporary basis as long as they are not prohibited by law.  The rules on temporary imports are contained in the Regulation for Application of the Law on Customs.  Article 58 allows entry of samples and products for trade exhibitions.  The term of entry cannot exceed six months although a request for extension can be made.  Customs duties will not be levied if a letter of guarantee from a Bulgarian organization is presented vouching for eventual return of the goods or payment of duties.  The Regulations also provide for the temporary import of products and equipment.  Article 15 lists 15 categories.  For example, equipment for repairs, finishing, processing and testing may be imported temporarily duty-free.  Any goods intended for re-export, such as textiles and apparel, may also enter duty-free.  Article 51 establishes time limits from 3 months to one year for re-export.  In practice, Customs requires a deposit equivalent to the assessed duties or a bank guarantee during the temporary import period.

Bulgaria is a party to the Customs Convention on Carnet (ATA) for Temporary Import of Goods.

H.  Special Import/Export Requirements and Certifications

Products for human consumption should be analyzed in approved local laboratories in cooperation with local authorities.  The State Agency for Standards and Metrology strictly enforces Bulgarian quality standards, which do not always coincide with generally accepted international standards.  Foreign certificates may or may not be considered adequate.  After approval is issued, the commodities may be sold on the local market.

I.  Standards

Overview:  The 1964 Law on Standardization and Metrology, last amended in 2002, together with the Regulation for Implementation of the Law, sets forth the legal requirements for product standards and quality control in Bulgaria.  Bulgaria has its standardization, conformity assessment, accreditation and product certification bodies.  In certain areas, such as processed foods, beverages and pharmaceutical products, sector-specific standards and certificates are issued by individual ministries or agencies.  Bulgaria is making an effort to harmonize its national standards with international standards.  Bulgaria is a participant in the International Organization for Standardization (ISO), the International Electrotechnical Commission (IEC) and International Technical Union (ITU). Bulgaria is in the process of harmonizing 1,757 of its standards to European standards, in anticipation of joining the European Union.  The major requirements for the safety of products are regulated in ordinances issued by the appropriate ministry and will comply with the respective EU directives.  

The standards development, conformity assessment, product certification and accreditation bodies in Bulgaria are:

1.
Ministry of Economy through its department Eurointegration (www.mi.government.bg/integration/eu/harmonize.html)

The Ministry of Economy is responsible for harmonizing the Bulgarian legislation with the EU legislation including everything related to putting the whole metrology, standardization, certification and testing, verification and accreditation process in compliance with the EU requirements.  The web site includes list of all Bulgarian legal documents which have been harmonized with the EU legislation by groups, including: vehicles, food products, chemicals, pharmaceutical products, cosmetical products, legislative metrology and prepackaging, electrical-shock risk and electrical appliances, toys, telecommunication equipment and a group incorporating mechanical appliances, liquid gas appliances, equipment under pressure, construction, leisure saling vessels, textiles, shoes, crystal glass and lumber.  

The law on metrology can be reviewed on this web site as well.

2.
Bulgarian Drug Agency (www.bda.bg)

The Bulgarian Drug Agency (BDA) is the responsible authority for registration, product testing & certification and establishing standards for pharmaceutical products and implants.  Ministry of Healthcare (www.mh.government.bg) is responsible for certification, registration, import licensing and establishing standards for some medical equipment, medical and natural products. In some cases Ministry of Healthcare performs these activities jointly with BDA. 

3.
The Ministry of Agriculture and Forestry (www.mzgar.government.bg)

The Bulgarian Ministry of Agriculture and Forestry is the authority responsible for agriculture and food products’ testing & certification, registration of technical documentation (former national standards BDS) for product certification, assessment of conformity, and establishing the national policy as to MRA’s with international standardization institutions.  It is reposible for the incountry and border control health and sanitary policy.  The Ministry is performing its functions related to standards, certification, verification and conformity assessment through its National Services which are listed on its web site the most important one being the State Agency National Veterinary Service through its Directorate State Veterinary Sanitary Control.  The Executive Agency Bulgarian Accreditation Service (www.nab-bas.bg) has accredited a Central Laboratory for Veterinary, Sanitary Expertize and Ecology to perform laboratory testing, inspection, certification, auditing and verification of fito and veterinary productcs.

4.
Bulgarian Institute for Standardization (www.bds-bg.org)

The Institute performs all activities related to standardization, verification, editing and registration of standards for industrial commodities, machinery and transport equipment, construction and materials, chemistry, textiles, foodstuffs, electrical engineering commodities.  The Bulgarian Institute for Standardization has signed Mutual Recognition Agreements (MRA’s) with the following organizations:

DIN Deutsches Institut für Normung 

BSI British Standards Institution

UNI Ente Nazionale Italiano di Unificazione 

ASTM International American Society for Testing and Materials

The conformity assessment body is the State Agency for Metrology and Technical Surveillance (SAMTS) http://www.damtn.government.bg/index_en.html.  The Agency is performing fundamental metrology, metrological control, monitoring and supervision; conformity assessment; technical inspection of high risk equipment; market surveillance and quality control of liquid fuels.  A list of Bulgarian standards implementing the EU standards supporting Ordinances for the essential requirements on conformity assessment could be found in the official bulletin of SAMTS (accessed though the main menu of SAMTS web site) and the Journal “Standardization, Metrology, Certification”.  SAMTS is member of many international metrological organizations such as OIML (International Organization for Legal Metrology), WELMEC (EU organization for cooperation in legal metrology), BIPM (the international Convention on Metre) etc. SAMTS has signed MRA-s with Ukraine, Russia, Kazakhstan, Azerbaidzhan, Armenia, Croatia, Serbia and Montenegro, Macedonia, Moldova and the Czech Republic. 

Product certification is performed by the Executive Agency for Certification and Testing http://exact.e-gov.bg.  The Agency performs testing and certification of electrical appliances, toys,  electrical-magnetic compliance, tobacco and tobacco products, chemicals, cosmetics, foodstuffs, sugar and sugar products, dried fruits and vegetables, meat, and processed-meat products through a number of laboratories around Bulgaria.  There is a procedure for mutual recognition of international certificates issued by international certification bodies such as TUV and SGS. 

There is only one national accreditation body in Bulgaria–the Executive Agency Bulgarian Accreditation Service (www.nab-bas.bg).  The Agency reports directly to the Minister of Economy and is the only national institute for accreditation of laboratories, certification bodies and control bodies.  The Agency web site lists all accredited organizations and laboratories nationwide.  The accreditation bodies are structured in four main groups: laboratories, inspection bodies, certification bodies, and verifiers according to the Regulation of the National scheme for management of environment and auditing.  For more information on each groupand its Bulgarian Standard Code (BDS) with EU cross-reference codes (ISO/IEC) please contact Uliana Kanelli at the U.S. Commercial Service - email: uliana.kanelli@mail.doc.gov

Each and every law, regulation, ordinance, Council of Ministers decree, decision, nation-wide technical regulation, agreement etc. enters into force after official publishing in the national gazette called State Gazette.  Final regulations, ordinances and laws are published in State Gazette and in the official journals of every issuing authority. State Gazette is issued only in Bulgarian.  There are several information system database providers, which translate legislation published in State Gazette.  See www.apis.bg and www.ciela.bg.  U.S. entities can comments on draft laws, ordinances, technical regulations through USAID Partner organization in Bulgaria (www.usembassy.bg), which perform institutional strengthening activities and assistance, through Bulgarian NGOs, AmCham subcommittees, and professional associations. 

Contact information for standards:

Ministry of Economy, Department Eurointegration

Mrs. Silvana Lyunenova, Director 

8, Slavjanska Str.

1000 Sofia 

Phone:  + 359-2-940-7480 Fax:  +359-2-987-8952

E-mail:  s.lubenova@mi.government.bg

www.mi.government.bg/integration/eu/harmonize.html

Bulgaian Drug Agency

Dr. Emil Khristov, Executive Director

26, Yanko Sakazov Blvd.

1504 Sofia

Phone:  + 359-2-943-4046  Fax:  + 359-2-943-4487

E-mail:  hristov@bda.bg

www.bda.bg

Ministry of Agriculture and Forestry

Mr. Mehmed Mehmed Dikme,  Minister of Agriculture and Forestry 

Mr. Boiko Nikolov Boev, Deputy Minister

55, Khristo Botev Blvd.

1000 Sofia

Phone:  + 359-2-980-9480  Fax:  + 359-2-9173

Information and Public Relations Directorate

Phone:  + 359-2-985-11255  Fax:  + 359-2-980-6256

E-mail:  press@mzgar.government.bg

www.mzgar.government.bg

Bulgarian Institute for Standardization

Mr. Ivelin Burov, Chairman

21, 6-th September Str.

1000 Sofia

Phone:  + 359-2-981-0089  Fax:  + 359-2-986-1707

E-mail:  Ivelin.Burov@bds-bg.org

www.bds-bg.org

State Agency for Metrology and Technical Surveillance

Mrs. Ani Todorova, Chairman

21, 6-th September Str.

1000 Sofia

Phone:  + 359-2-980-8920  Fax:  + 359-2-986-1707

E-mail:  Atodorova@sasm.orbitel.bg

www.damtn.government.bg/index_en.html

Executive Agency for Certification and Testing

Mr. Valeri Merodiiski, Executive Director

3A, 165-th Str.

1797 Sofia

Phone:  + 359-2-873-5428  Fax:  + 359-2-873-5421 

E-mail: v.merodiiski@exact.e-gov.bg

http://exact.e-gov.bg
Executive Agency Bulgarian Accreditation Service

Mrs. Ani Stoilova, Executive Director

52A, Dr. G.M. Dimitrov Str., fl.7

1797 Sofia

Phone:  + 359-2-873-5302  Fax:  + 359-2-873-5303

E-mail:  ea_bas@mi.government.bg

www.nab-bas.bg

J.  Labeling Requirements

The 1995 Law on Prices regulates labeling and marking requirements.  Labels must contain the following information in Bulgarian: quality, quantity, ingredients, certification authorization number (if any), and manner of storage, transport, use or maintenance.  The product must be clearly marked with the date of production, expiration date and the warranty period. 

K. Warranty and Non-Warranty Repairs

When a product is sent out of Bulgaria for repairs, the value of the repaired or replacement part is dutiable.

L.  Free Trade Zones/Warehouses 

There are at present six operational "free zones" in Bulgaria:  Ruse and Vidin ports on the Danube, Plovdiv, Svilengrad (near the Turkish border), Dragoman (near the Yugoslav border), and Burgas port on the Black Sea.  Joint stock companies own all of them or a state-owned company owned by the GOB.  The government provided land and infrastructure for each zone.  Plovdiv, the only inland free zone, is the most profitable, with 24 investment projects.  The Burgas FTZ has the largest warehousing and automotive distribution facilities in Bulgaria, and is used by more than 100 foreign and joint venture companies including Samsung and Daewoo.  Limited manufacturing is conducted in both the Plovdiv and Ruse FTZs. 
All forms of production and trade activities and services may take place in the free zones.  Foreign goods delivered to the free zones for production, storage, processing or re-export are VAT and duty exempt.  Bulgarian goods may also be stored in free zones with permission from the customs authorities.  The local goods may be subject to other operations beyond storage, in case they have to be exported.  Convertible foreign currency may be used, and revenues can be transferred abroad freely without any restrictions.  Administrative procedures relieve the investor's need to contact local authorities directly.  Production and labor costs are low with well-trained and highly qualified labor available.  All the zones are located on strategic trade rail, road and/or water trade routes.  The free trade zones in Bulgaria have attracted a number of foreign investors to undertake processing and trade activities, including Hyundai Co., Daewoo Co., KIA Motors, CITCO, Schwarzkopf, Henkel, Landmark Chemicals Ltd., Group Schneider, and BINDL Energie Systeme GmbH.

7.  INVESTMENT CLIMATE

A. OPENNESS TO FOREIGN INVESTMENT

Bulgaria has a liberal foreign investment law, and attracting foreign investment is one of the government's top priorities.  American investment is particularly welcome.  The government is focusing on development of promising sectors of the economy for foreign investment, including energy, tourism, information technology, transportation and telecommunications, and agriculture.  Bulgaria provides considerable incentives to attract investment that will create good jobs.  Many municipalities are prepared to grant concessions or other favorable treatment for significant investments.  Bulgaria has a well-educated workforce, low wages, and is well situated in the center of the Balkan region, although transportation infrastructure requires extensive upgrades.  Bulgaria joined NATO in April 2004.  Bulgaria is actively bringing its legislation into line with EU norms as it works toward membership in 2007.

The 1997 Law on Foreign Investment established the Foreign Investment Agency as the government’s coordinating body for foreign investment.  The law extends national treatment to foreign investors, guarantees compensation in the event of expropriation, and allows the repatriation of profits.  The law explicitly recognizes intellectual property and securities as a foreign investment.  In August 2004 the Foreign Investment Agency was remained the Bulgaria Investment Agency and established new incentives to attract investment from national and international sources.

Common Forms of Investment

Foreign investment typically assumes one of the following forms: establishing a joint venture with existing state-owned or private companies, acquiring a company through privatization,  setting up a new (greenfield) venture, or making a portfolio investment.  The most common type of organization for foreign investors is a limited liability company.  Other forms are companies limited by shares (joint stock companies), joint enterprises, business associations, general partnerships, limited partnerships, and sole proprietorships.

The 1991 Commercial Code, as amended, defines the various forms of economic associations and regulates their foundation, organization, and termination.  While the Commercial Code regulates commercial and company law, the 1951 Law on Obligations and Contracts, as amended, regulates civil transactions.  These laws are generally deemed adequate for commercial transactions.  The law does not limit the extent or amount of foreign participation in companies.

The 2003 Law on the Special Purpose Investment Companies (SPIC Law) specifies two special types of public investment companies:  one for investments in real estate and the other for investments in receivables.  A SPIC is a pool of assets (real estate or receivables), which are purchased with funds raised by the SPIC by means of publicly offered securities.  Since the price of the SPIC securities will depend exclusively on the performance of its assets, the SPIC Law provides for considerable protections of the SPIC assets and their fair valuation.  As a SPIC is viewed as a pass-through structure, at least 90 percent of its net income must be distributed to shareholders.  The idea is that SPICs shall be exempt from corporate tax and only its shareholders shall be taxed on the dividends received.  However, the tax laws are not yet amended to grant tax exemption of SPICs.
Prospective U.S. investors should consult appropriate legal counsel for up-to-date legal information before signing any contracts.  The U.S. Embassy also advises any company planning on making an investment in Bulgaria to follow reasonable due process procedures prior to finalizing the investment.

Investment Barriers

The problems most often cited by foreign investors in Bulgaria are:  government bureaucracy, poor infrastructure, frequent changes in the legal framework, low domestic purchasing power, a banking system averse to lending, the protracted privatization process, and corruption.  In addition, ineffective rule of law, especially in the judicial system, limits investor confidence in the ability of the courts to enforce contracts, ownership and shareholders rights, and intellectual property rights.  There is also a perception that it is difficult to have judicial decisions enforced.

The Foreign Investment Law removed most restrictions on acquisition of land by locally registered companies with majority foreign participation.  However, the constitutional prohibition against ownership of land by foreign individuals remains in force.  This must eventually be changed to comply with European Union accession requirements.

Privatization

The Privatization and Post-privatization Act of March 13, 2002, which repealed the 1992 Law on the Transformation and Privatization of State and Municipal-owned Enterprises, governs Bulgaria’s privatization process.  The Privatization Agency (PA) administers privatization of all state-owned companies.  Foreign companies, including state-owned foreign companies, may purchase Bulgarian state-owned firms.  The government’s stated privatization goals are to establish necessary conditions for transparent, quick and effective privatization procedures providing for equal treatment of investors and to secure economic growth and competitiveness of privatized companies.  

The 2002 Privatization law instituted a Post-privatization Control Agency under the authority of the Council of Ministers tasked to oversee the implementation of privatization contracts.  In view of the GOB’s intention to preserve non-price privatization commitments (employee retention, technology transfer, environmental liability and investment) in the privatization selection criteria, this new body may create an extra burden for private businesses.  In addition, creditors are no longer required to claim their receivables within six months from the start of the privatization.  While the government maintains that the six-month period had discriminated between creditors, the new policy may endanger the successful development of privatized companies and lead to lower privatization prices.

Concessions

Under the 1995 Law on Concessions, the state is authorized to give "a particular right of using projects, public and state property, as well as giving permits to carry out activities for which a state monopoly is established by law."  Article 4 of the Law lists thirteen sectors in which the state may, on the basis of a concession agreement, grant private investors a partial monopoly in activities normally reserved for the central and/or local governments.  These include the construction of roads, ports and airports, power generation and transmission, mining, petroleum exploration/drilling, telecommunications, forests and parks, beaches, and nuclear installations.  

Concessions are awarded on the basis of a tender and are issued for up to 35 years.  Concessions can be extended but shall not exceed 50 years, although the former concession holder can legally be preferred in issuing a new concession for the same object/activity if all other conditions and terms offered by different competitors in the tender are equal or less advantageous.  The Concessions Law was amended in July 1997 to permit build-operate-transfer deals, give priority for minerals exploitation to the holders of exploration licenses, and reconcile conflicting procedures for privatization and concession.  Since 1998, Parliament has passed legislation arranging for concessions in telecommunications, energy, mining, waters, ports, airports, roads and railways.

In late 2001, the Ministry of Transport and Communications (MTC) announced its intention to undertake concessions for its airport infrastructure.  USAID is currently providing technical assistance to the MTC to initiate and complete the concession tender for the airports in Varna and Burgas.  USAID also has assisted in preparation of amendments to the Civil Aviation Act to enable airport operators to collect airport taxes in specific instances, including master concessions and international agreements ratified by Parliament (as in Sofia).  These Amendments are currently before Parliament.

B. CONVERSION AND TRANSFER POLICIES

Under Article 27 of the Foreign Investment Act, there are no restrictions on the transfer of investment-related funds.  Foreign investors can purchase foreign currency and transfer it abroad showing documents for paid taxes.  This requirement pertains also to foreign nationals working in Bulgaria.

In 1999, Bulgaria replaced its outdated and fragmented foreign currency legislation and liberalized current international transactions in line with IMF Article VIII obligations.  Under amendments to the 1999 Foreign Currency Act approved by Parliament on June 19, 2003, Bulgarian citizens as well as foreigners may take in cash Bulgarian leva and foreign currency of up to BGN 25,000 or its foreign exchange equivalent out of the country without documentation.  However, the import or export of leva and foreign currency between BGN 8,000 and BGN 25,000 or its foreign exchange equivalent must be declared at customs.  Export of amounts larger than BGN 25,000 must be accompanied by a declaration about the source of these funds and supported by documents certifying that the person does not owe taxes.  Foreigners are permitted to export in cash as much currency over the foreign currency equivalent of BGN 25,000 as they have imported into Bulgaria without the tax certificate.

The law also stipulates that transfers and payments abroad may be executed only through bank transfers.  Transfers over BGN 25,000 for current international payments (imports of goods and services, transportation, interest and principal payments, insurance, training, medical treatment and other purposes defined in Bulgarian regulations) must be supported by documentation showing the need and purpose of such payments.  

C.  EXPROPRIATION AND COMPENSATION

According to Article 26 of the Foreign Investment Law, property can be expropriated on the grounds of a law "for exceptionally important state purposes."  Owners must be compensated with nearby property of equal value at current prices.  Monetary compensation is also permitted with the consent of the property's owner.  Expropriation actions can be appealed to the Supreme Court with regard to the basis for the expropriation action, property appraisal and method of compensation.  There have been no cases of expropriation since enactment of the Foreign Investment Law.  In its Bilateral Investment Treaty (BIT) with the United States, Bulgaria committed itself to international arbitration in the event of expropriation and other investment disputes.

D.  DISPUTE SETTLEMENT

The Judicial System

Bulgaria’s 1991 Constitution serves as the foundation of the legal system and creates an independent judicial branch.  In July 2002, the Bulgarian Parliament passed a series of amendments to the Judicial Systems Act, aimed at improving the quality of the judiciary, increasing the efficacy of the court system, and preventing corruption in the justice system.  These amendments were the subject of extensive public debate before and after their adoption.  The Constitutional Court declared most of the amendments unconstitutional in December 2002.  As a result, judicial reform in Bulgaria has been delayed and many key issues remain to be addressed.  
The judicial system consists of three levels of courts: 124 regional courts exercise jurisdiction over administrative, civil and criminal cases.  Above them, 29 district courts (including the Sofia City Court) have original jurisdiction in civil cases where claims exceed 10,000 BGN, in serious criminal cases and in other cases as determined by law.  The district courts are also vested with the authority of appellate review for regional court decisions.  On the highest level are the Supreme Court of Cassation and the Supreme Administrative Court.  The Supreme Court of Cassation has jurisdiction over all civil and criminal cases, and hears appeals on issues of law.  The Supreme Administrative Court rules on the legality of acts by the Council of Ministers and the ministries.  The Supreme Courts hear cases in three-judge panels, whose decisions may be appealed to a five-judge panel of the same court.  Decisions by five-judge panels of the Supreme Courts are final and binding.

The Constitutional Court stands apart from the Supreme Courts.  This court issues binding interpretations of the constitution, rules on challenges regarding the constitutionality of laws and acts, rules on international agreements prior to Parliamentary ratification, and reviews domestic laws to determine consistency with international legal norms.

Bulgarian law provides for juries only in criminal cases.  Under Bulgarian procedural law first-instance civil cases are brought before one judge in the regional or the district court, depending on the case (see Art. 105 (2) of the Civil Procedure Code).  Administrative sanctions are appealed before the regional courts and the appeals are reviewed by one judge (see Art. 63 (1) of the Administrative Offences and Sanctions Act).  Administrative acts are subject to administrative and court appeal.

Execution of Judgments

To execute judgments, a final judgment must be obtained so that the court can order payment, make a judicial request to perform an act or abstain from acting, or order the surrender of possession of property/goods.  To obtain payment, complicated foreclosure proceedings must be initiated.  The court of first instance must be petitioned for a writ of execution (based on the judgment).  The issuance of a writ enables seizure of assets.  If the party is seeking a judicial request to act or abstain from acting, the final judgment must be brought before an executive judge.  In 2002 a number of amendments were made to the Code of Civil Procedure intended to streamline loopholes, shorten deadlines and clarify certain provisions.  In practice, Bulgarian and foreign observers caution that the proceedings for the execution of judgments under the Code of Civil Procedure remain slow and unpredictable, sometimes resulting from corruption and inefficiency in the judicial system.  Further reform will be needed to the legal framework and its implementation.
Foreign judgments can be executed in Bulgaria.  Execution depends on reciprocity as well as on the basis of bilateral or multilateral agreements, as determined by an official list maintained by the Ministry of Justice.  The U.S. does not currently have reciprocity with Bulgaria, so Bulgarian courts are not obliged to honor decisions of U.S. courts.  All foreign judgments are handled by the Sofia City Court, which must determine that the judgment does not violates public decrees, standards or morals before the foreign judgment can be executed.  There are also cases defined by the Civil Procedure Code (real estate issues, binding decisions on the same case issued by a Bulgarian court) in which judgments cannot be executed even if they conform to Bulgarian laws or morals.

Bankruptcy

The 1994 Law on Bankruptcy provides for reorganization or rehabilitation of the company, attempts to maximize asset recovery, and provides for fair and equal distribution among all creditors.  The law applies to all commercial entities, except public monopolies or state-owned companies established by a special law.  As of December 28, 2002, bank bankruptcies are regulated under the Bank Bankruptcy Act, while insurance company bankruptcies are regulated by the 1996 Insurance Act.

Under Part IV of the Commercial Code, bankruptcy proceedings can be initiated by the debtor or by creditors.  The debtor is obliged to declare bankruptcy within 15 days of becoming insolvent.  Where insolvency is determined, the court appoints an interim trustee.  The trustee is responsible for representing and managing the company, taking inventory of property and assets, identifying the creditors, convening the creditors and developing a recovery plan.  At the first meeting of the creditors, a trustee is nominated; in most cases this is simply a reaffirmation by the creditors of the court appointed trustee.  

Commercial Code amendments passed by Parliament on June 12, 2003, affected the legal regime of insolvency as a ground for starting bankruptcy proceedings.  Non-performance of a money obligation must be established by an adjudicated precedent (res judicata) before the bankruptcy court determines whether the debtor is insolvent.  However, the amendments add a presumption of insolvency where the debtor has not performed an obligation within 60 days of maturity or where the debtor is only able to pay the claims of certain creditors.

Creditors must declare the debts owed to them within one month of the start of bankruptcy proceedings.  The trustee then has seven days to compile a list of debts.  A rehabilitation plan or a scheme of distribution (in cases of liquidation) must be proposed no later than the date that the court approves the list of debts.  The court must rule on admittance of the plan within seven days.

The absence of trained trustees has been a problem in the past.  The June 2003 amendments provided for examinations for individuals applying to become trustees, but implementation of this requirement is contingent on the adoption by several ministries of a special regulation.  The amendments also provide for annual training courses for trustees.

Liquidation of assets is an area that was overhauled by the June 2003 amendments.  The main objective was to establish a legal framework for selling assets that takes into account the character of bankruptcy proceedings, thus avoiding the need to apply the Civil Procedure Code.  The new regime includes rules requiring a greater degree of publicity for asset sales.  The June 2003 amendments limited the possibility of bringing appeals against judicial decisions made during bankruptcy proceedings.

International Arbitration

Pursuant to its Bilateral Investment Treaty (BIT) with the United States, Bulgaria has committed to a range of dispute settlement procedures starting with notification and consultations. Bulgaria accepts binding international arbitration in disputes with foreign investors.

In 1990, the Bulgarian Chamber of Commerce and Industry (BCCI) established the Court of Arbitration (Regulations for the Application of Decree 56 on Business Activity, Articles 144-151).  Arbitration is voluntary and regulated by the 1988 Law on International Commercial Arbitration, which is fully in compliance with the United Nations Commission on International Trade Law (UNCITRAL) Model Law.  Contracts with Bulgarian companies typically call for dispute settlement at the Court, although arbitration in a third country is also possible.  In April 2001, Parliament amended the Law on International Commercial Arbitration to allow an international arbiter to participate in arbitration when a foreign owned company is involved.  However, the court will be in Bulgaria and the official language of the arbitration will be Bulgarian (BCCI can provide interpreters).

Arbitral decisions may also be executed through the judicial system.  The party must petition the Sofia City Court for a writ of execution.  Foreclosure proceedings may also be initiated.

Bulgaria is a member of the 1958 New York Convention on the Recognition and Enforcement of Foreign Arbitral Awards and the 1961 European Convention on International Commercial Arbitration.  Bulgaria is also a signatory of the International Center for Settlement of Investment Disputes (ICSID) convention and the Convention on the Settlement of Investment Disputes Between States and Nationals of Other States.  ABA/CEELI supported the establishment of a Court of Arbitration -- an ADR center for domestic business disputes -- at the Bulgarian Industrial Association (BIA).  Both Courts of Arbitration at the BIA and BCCI have rules for mediation.

E.  PERFORMANCE REQUIREMENTS/INCENTIVES

Bulgaria does not impose export performance or local content requirements as a condition for establishing, maintaining or expanding an investment.  The law does not specifically restrict hiring of expatriate personnel, but residence permits are often difficult to obtain.  A June 1999 law regulating gambling imposes license requirements on foreigners organizing games of chance.

The Bulgarian Investment Agency, which is the first-line contact point for prospective foreign investors, actively assists foreign investors.  In January 2003, the GOB introduced tax incentives for investments in regions with high unemployment.  In ugust 2004 changes to the Investment Law provide additional incentives targeted at large investors.

F.  RIGHT TO PRIVATE OWNERSHIP/ESTABLISHMENT

The Constitution (Article 19) states that the Bulgarian economy "shall be based on free economic initiative."  The government has created the legal framework in which private entities can establish and own business enterprises engaging in profit-making activities save those expressly prohibited by law.  Bulgaria's Commercial Code guarantees and regulates the free establishment, acquisition and disposition of private business enterprises.  Competitive equality is the standard applied to private enterprises in competition with public enterprises with respect to access to markets, credit, and other business operations, such as licenses and supplies. 

G.  PROTECTION OF PROPERTY RIGHTS

Bulgarian law protects the acquisition and disposition of property rights.  In practice, the protection of property rights is subject to difficulties in varying degrees.  Bulgarian intellectual property legislation has been strengthened recently, and now includes modern patent and copyright laws and criminal penalties for copyright infringement.  However, the government still lacks sufficient institutional capacity and coordination to effectively address major enforcement problems, especially in combating and prosecuting organized crime groups.

Bulgaria is a member of the World Intellectual Property Organization (WIPO) and a signatory to the following agreements:

-- Paris Convention for the Protection of Intellectual Property;

-- Rome Convention for the Protection of Performers, Producers of Phonograms and Broadcast Organizations; 

-- Geneva Phonograms Convention; 

-- Madrid Agreement for the Repression of False or Deceptive Indications of Source of Goods;

-- Madrid Agreement on the International Classification and Registration of Trademarks; 

-- Patent Cooperation Treaty;

-- Universal Copyright Convention;

-- Bern Convention for the Protection of Literary and Artistic Works;

-- Lisbon Agreement for the Protection of Appellations of Origin and their International Registration; 

-- Budapest Treaty on the International Recognition of the Deposit of Microorganisms for the Purpose of Patent Protection;

-- Nairobi Treaty on the Protection of the Olympic Symbol;

-- Vienna Agreement Establishing an International Classification of the Figurative Elements of Marks;

-- Nice Agreement Concerning the International Classification of Goods and Services for the Purposes of the Registration of Marks;

-- Strasbourg Agreement Concerning the International Patent Classification;

-- Locarno Agreement Establishing an International Classification for Industrial Designs;

-- WIPO Copyright Treaty; and

-- WIPO Performances and Phonograms Treaty.

Copyrights

The 1993 Law on Copyright and Neighboring Rights protects literary, artistic, and scientific works.  Article 3 provides a full listing of protected works including computer programs (which are protected as literary works).  The Law distinguishes between moral and economic rights.  The use of protected works is prohibited without the authorization of the author except in those instances enumerated in Article 23.  

In 2000 the Bulgarian parliament adopted amendments to the law extending the copyright term of protection from 50 years to 70 years after the author’s death.  The new term of protection is retroactive, i.e., a term of protection that expired at the moment of approval of the amendments is revived within the frameworks of the 70-year term of protection.  For films and other audio-visual works, copyrights are protected during the lives of director, screenplay-writer, cameraman, or the author of dialogue or music plus 70 years.  Other amendments to the law enable copyright owners to file civil claims to suspend the activities of pirates confiscate equipment and pirated materials, enhance border control over pirated material, introduce a new neighboring right for film producers, and harmonize Bulgarian legislation with the Association Agreement with the EU.

Amendments to the 1993 Law on Copyright and Neighboring Rights, passed in 2002, came into effect on January 1, 2003.  They addressed new developments in the sphere of communications and information after the invention of digital technologies and the Internet, and specify the rights and obligations of database producers as required by EU legislation.

The Copyright Office of the Ministry of Culture is responsible for copyright matters in Bulgaria.  The National Film Center is responsible for enforcing intellectual property rights with regard to films and videos.  Remedies for violations are provided in civil law.  However, under the Penalty Code, copyright infringement was originally considered only a misdemeanor subject to nominal fines.

Patents

On June 27, 2002, Parliament approved amendments to Bulgaria's 1993 Law on Patents.  These amendments harmonize Bulgarian patent law with EU law in the areas of application for European patents and “utility model patents.”  Bulgaria joined the Convention on the Grant of European Patents (European Patent Convention) on July 1, 2002.  On January 31, 2002, Parliament ratified the 1973 Convention on the Grant of European Patents and the 2000 Act Revising the Convention.

Bulgaria grants the right to exclusive use of inventions and utility models for 20 years and 10 years, respectively, from the dates of patent application filings.  Inventions eligible for patent protection must be new as a result of innovation and have industrial applications.  Article 6 lists items not considered inventions.  Utility models are defined as "objects with structural and technological features relating to an improved construction, form and spatial combination of elements of articles, tools, mechanisms, equipment and parts thereof, materials and other items for industrial or home use." 

The independent Patent Office is the competent authority with respect to patent matters.  Chapter IV of the patent law, Articles 34-53, describe the application procedures and the examination process.  Applications are submitted directly to the Patent Office.  Compulsory licensing may be ordered under certain conditions: the patent has not been used within four years of filing the patent application or three years from the date of issue; the patent holder is unable to offer good justification for failing to sufficiently supply the national market; or declaration of a national emergency.

Patent infringement is punishable with the imposition of fines of up to 1,000 leva.  Disputes are reviewed by specialized panels convened by the President of the Patent Office.  Parties dissatisfied with the outcome must initiate action in the Sofia City Court within three months of the panel's decision.  
In 1996, Parliament approved the Protection of New Types of Plants and Animal Breeds Act.  The Certificate allows for a term of protection of 25 years for annual plants and 30 years for perennial plants and animal breeds.  The term of protection starts from its date of issuance by the Patent Office as specified in the law.  In 1998, Parliament ratified the 1991 International Convention for the Protection of New Varieties of Plants (UPOV).

Data Exclusivity

Responding to long-standing industry concerns, the GOB included a provision to provide data exclusivity (protection of confidential data submitted to the government to obtain approval to market pharmaceutical products) in its new Drug Law, which took effect on January 1, 2003.

Trademarks

In September 1999, Parliament passed a series of laws on trademarks and geographical indications, industrial designs and integrated circuits in accordance with TRIPs requirements and government’s EU Association Agreement.  The 1999 Trademarks and Geographical Indications Act, which repealed the 1967 Law on Trademarks and Industrial Designs, regulates the establishment, use, cession, suspension, renewal and protection of rights of trademarks, collective and certificate marks, and geographic indications.  

Registration is refused or the existing registered trademark is cancelled if a trademark constitutes a reproduction or an imitation or if it creates confusion with a well-known trademark as stipulated by the Paris Convention and the Trademarks and Geographical Indications Act.  Applications for registration must be submitted to the Patent Office under specified procedures.

Right of priority, with respect to trademarks that do not differ substantially, is determined based upon application first filed in compliance with information required in Article 32.  Right of priority is also established based on the timing of a request made in one of the member countries of the Paris Convention or of the World Trade Organization.  To exercise the right of priority, the applicant must file a request within six months of the date of original filing.

A trademark is normally granted within three months of filing of a complete application.  Refusals can be appealed in the Sofia City Court within three months of the notification of the decision.  The right of exclusive use of a trademark is granted for ten years from the date of submitting the application.  Requests for extension of protection must be filed during the final year of validity but not less than six months from expiration.  Failure to use a mark during a five-year period results in protection being terminated.

Infringement of trademarks is a problem in Bulgaria for many U.S. manufacturers.  While the law allows for confiscation of offending products, infringement is deemed a misdemeanor under the Penal Code and subject to a nominal fine, which does not act as a deterrent to illegal activities.  While the competition law provides for fines of up to 500,000 leva for companies that use misleading packaging, trademarks or other signs that injure the interests of competitors, there is a general lack enforcement of court judgments against trademark infringement. 

In Bulgaria, trademark and service-mark rights and rights to geographic indications arise only with registration at the Bulgarian Patent Office or an international registration mentioning Bulgaria, and do not arise simply with “use in commerce” of the mark or indication.  Under Bulgarian law, legal entities cannot be held criminally liable.  So the criminal penalties for copyright infringement and willful trademark infringement are likewise limited, in comparison with the enforcement mechanisms available under U.S. law. 

H.  TRANSPARENCY OF THE REGULATORY SYSTEM

Major Taxation Issues Affecting U.S. Businesses

Personal income tax rates increase progressively from 15 to 29 percent.  There are four income brackets, with a non-taxable minimum personal monthly income of 110 Bulgarian leva.  Foreign individuals residing in Bulgaria are subject to Bulgarian income tax rates on their worldwide income.  The corporate or profit tax rate is 23.5 percent.  It is scheduled to fall to 15 percent in 2005.  Certain tax incentives apply in regions of high unemployment.  Individuals and small businesses carrying out certain trades pay a "patent" tax (presumptive tax) according to a schedule established by Parliament.  A withholding tax of 15 percent is assessed on dividends. 
Employers pay 75 percent of the monthly contributions for social security insurance and health insurance and to an unemployment fund, but their share of contributions is slated to decline in phases to 50 percent by 2007.  Employers must contribute for social security insurance and health insurance 24.7 percent and 4.5 percent of employees’ gross salaries, respectively.  Companies also contribute 3.0 percent of the total wage bill to an unemployment fund.  Foreign persons are required to have the same insurance and unemployment compensation packages as Bulgarians.

There is a 20 percent single-rate value-added tax (VAT).  Both physical and legal persons with a taxable income of 75,000 leva are obliged to register for VAT purposes.  VAT registration is voluntary for persons with taxable income of between 50,000 and 75,000 leva.  All goods and services are subject to VAT except exports, international transport, and precious metals supplied to the central bank.  VAT payments are generally rebated when goods are resold.  Excise taxes are levied on tobacco, alcoholic beverages, fuels, certain types of automobiles, gambling equipment, coffee and tea. 

Foreign investors have asserted that widespread tax evasion combined with the failure of the authorities to enforce collection from large state-owned companies places foreign investors at a disadvantage.  Another problem underscored by investors is the frequent revision of tax laws, sometimes without sufficient notice.  However, in conjunction with its IMF agreement, the government is strengthening tax collections and limiting tax arrears of state-owned enterprises.  Government officials have also indicated their long-term intention to lower marginal rates as tax collection improves.

Regulatory Environment

An abundance of licensing and regulatory regimes, their sometimes-arbitrary interpretation and enforcement by the bureaucracy, and the incentives thus created for corruption, have long been seen as an impediment to investment.

On June 4, 2003, Parliament passed the Restriction of Administrative Regulation and Control of Economic Activity Act, which came into effect in December 2003, with the objective to establish a general and systematized set of rules for simplifying and implementing administrative regulations.  The law defines 39 operations to be performed under licensing regime and introduces two other simplified regimes, i.e., registration and permit regimes.  

From the perspective of regulatory relief, this law is a milestone.  It sets forth firm market principles of regulation, such as that regulation at all levels of government must be justified by defined need (in terms of national security, environmental protection or personal and material rights of citizens) and cannot impose restrictions unnecessary to the stated purposes of the regulation.  The law also requires that the regulating authority take account of the compliance costs to be borne by business, and no national level law can be passed without an impact analysis on the economic affect of the law over the regulated activity.  In addition, the law eliminates bureaucratic discretion in the granting of applications for routine economic activities, and provides for "silent consent" where the government has not acted upon an application in the allowed time.  All of these reforms considerably lighten the potential of regulatory abuse at all levels of government, and when implemented, should improve the overall business environment.

Energy Regulator

The new Energy Law enacted in December 2003 established a transparent and predictable regulatory environment in the energy sector where the key regulatory responsibilities are vested with the State Energy Regulatory Commission, a separate body with regulatory authorities, high degree of autonomy and accountability. 

Competition Policy

The 1998 Law on the Protection of Competition (the "Competition Law") is intended to foster the establishment and maintenance of a competitive market.  The Competition Law forbids monopolies, agreements of companies in restraint of competition, trade restrictive practices, abuse of a dominant market position, and unfair competition, and seeks to promote consumer protection.  A company is presumed to have a dominant position if it controls 35 percent or more of the relevant market.  A company with a dominant market position is prohibited from: certain pricing practices, limitation of manufacturing development to the detriment of consumers, discriminatory treatment of competing customers, tying contracts to additional and unrelated obligations, and use of economic coercion to cause mergers.  The Law prohibits four specific forms of unfair competition: misrepresentation with respect to goods or services; misrepresentation with respect to the origin, manufacturer and other features of goods or services; and the use or disclosure of someone else's trade secrets in violation of good faith commercial practices.  The law also prohibits "unfair solicitation of customers" (promotion through gifts and lotteries), which may create difficulties for some foreign advertisers.

The Competition Law was overhauled January 2003, introducing important provisions that expand the competency of the Commission for Protection of Competition (CPC), define the prohibition for misuse of joint dominating position, and introduce a single criterion for assessing the significance of planned concentration: the aggregate turnover of the enterprises affected by the concentration.

I. EFFICIENCY OF CAPITAL MARKETS/PORTFOLIO INVESTMENT

Since October 1997, the Bulgarian Stock Exchange (BSE) has operated under a license by the Securities and Stock Exchange Commission (SSEC), pursuant to the 1995 Law on Securities, Stock Exchanges and Investment Companies.  The 1999 Law on Public Offering of Securities regulates issuance of securities, securities transactions, stock exchanges, and investment intermediaries.  Comprehensive amendments to the Law on the Public Offering of Securities, 99 in number, which became law in June 2002, establish significant rights for minority shareholders of publicly owned companies in Bulgaria.  In addition, they create an important foundation for the adoption of international best practices corporate governance principles in public companies.  As a result Bulgaria now has one of the best securities laws in Europe.
The infrastructure of the stock exchange has been substantially improved, including the establishment of an official index (SOFIX).  New trading instruments-government bonds, corporate bonds, Bulgarian Depositary Receipts, and privatization through the stock exchange, municipal and mortgage-backed bonds, and Bulgarian Depository Receipts have been introduced.  Nonetheless, the stock exchange lacks attractive securities and faces low liquidity.
The Banking System

The Bulgarian banking system has undergone considerable transformation since its virtual collapse in 1996, and continues to mature.  There are 34 Commercial Banks with total assets of new Bulgarian leva (BGN) 14.98 billion (about USD 9 billion) or 46.3 percent of the 2002 GDP.  Approximately 43 percent of bank assets are concentrated in three banks: Bulbank, State Saving Bank (DSK) and United Bulgarian Bank (UBB).

Bulgaria’s banking system is highly capitalized.  The average capital adequacy ratio (capital base to risk-weighted credit exposures) for the banking system declined from 43 percent at end-1998 to 28.98 percent in June 2002, but still remains high relative to the Bulgarian National Bank’s requirement.  BNB’s Regulation No. 8 requires commercial banks to keep the capital adequacy ratio at 12 percent.  This ratio suggests that banks still could expand their lending considerably and that banks are not obtaining an optimal return on their invested funds.

Government Securities

The government finances government expenditures by accessing capital markets.  On a weekly basis the Ministry of Finance holds an auction of Treasury bills.  The bills are typically short-term (3-month, 6-month and 1-year maturities).  Commercial banks are the primary purchasers of these instruments.  Foreign banks can participate in the treasury market only through a Bulgarian bank or the branch of a foreign bank, which is duly licensed in Bulgaria.  The foreign bank transfers the money, which is then converted into leva to make the purchase.  The foreign bank must open a leva account (referred to as a "custody account") for transactions.  This lev account cannot be used as a standard deposit bank account.  A foreign currency account can be opened but it is not obligatory. 

The Foreign Investment Law defines securities, including treasury bills, with maturities over 6 months as investments.  The purchase must be registered with the Ministry of Finance.  Repatriation of profits is possible after presenting documentation that the taxes have been paid.

J.  POLITICAL VIOLENCE

There have been no incidents in recent years involving politically motivated damage to projects or installations.  Rather, violence in Bulgaria is primarily criminally motivated.

K.  CORRUPTION

Bulgaria has taken numerous steps, in terms of laws and legal instruments, to combat corruption.  In practice, however, the human trafficking, drug and contraband smuggling systems that contribute to corruption in Bulgaria have yet to be broken, while the inefficient judicial system has yet to be fixed.  The Bulgarian public generally holds the police, judges, customs agency and political parties in low regard, due to the perceived extent of corruption in those areas.

Bribery is a criminal act under Bulgarian law for both the giver and the receiver.  Penalties range from one to fifteen years imprisonment, depending on the circumstances of the case, with confiscation of property added in more serious cases.  In very grave cases, the Penal Code specifies prison terms of 10 to 30 years.  The 1996 Money Laundering Law also applies to bribes.  Bribing a foreign official is a criminal act.  There have been trials and convictions of enterprise managers, prosecutors and law enforcement officials for corruption.  While Bulgarian tax legislation does not explicitly disallow the deduction of bribes in the computation of domestic taxes, deductions connected with bribery and other illegal activities are not permitted.

Bulgaria has a 1996 Law for Measures against Money Laundering and in 1998 was one of the first non-OECD nations to ratify the OECD Anti-Bribery Convention.  It is a member of the OECD's anti-bribery working group.  Parliament amended the Penal Code to implement some provisions of the Convention and is considering further amendments to bring Bulgaria into full compliance.

Bulgaria has also ratified the Convention on Laundering, Search, Seizure and Confiscation of Proceeds of Crime and the Civil Convention on Corruption.  Under the Stability Pact Anti-Corruption Initiative, Bulgaria has committed to:

-- sign, ratify and implement the Council of Europe Criminal Law Convention on Corruption;

-- apply the Twenty Guiding Principles for the fight against corruption by the Committee of Ministers of the Council of Europe; and

-- implement the forty recommendations of the Financial Action Task Force on Money Laundering (FATF).  

Although the Bulgarian government has achieved some successes in the fight against organized crime and corruption, many observers believe that corruption and political influence in business decision-making continue to be significant problems in Bulgaria’s investment climate.

L.  BILATERAL INVESTMENT AGREEMENTS

As of January 2003, Bulgaria has foreign investment promotion and protection treaties or agreements with Albania, Algeria, Argentina, Armenia, Austria, Belarus, Belgium-Luxembourg, China, Croatia, Cuba, Cyprus, Czech Republic, Denmark, Egypt, Finland, France, Georgia, Germany, Greece, Great Britain and Northern Ireland, Hungary, India, Iran, Israel, Italy, Kazakhstan, Kuwait, Lebanon, Libya Macedonia, Malta, Moldova, Mongolia, Morocco, Netherlands, Nigeria, Pakistan, Poland, Portugal, Romania, Russia, Slovakia, Slovenia, Spain, Sudan, Sweden, Switzerland, Syria, Tunisia, Turkey, Ukraine, the United States, Uzbekistan, Vietnam, Yugoslavia.

Bulgaria signed a Bilateral Investment Treaty (BIT) with the United States, which guarantees national treatment for U.S. investments and creates a dispute settlement process.  The BIT also includes a side letter on protections for intellectual property rights.  The U.S. and Bulgaria have  revised the BIT to address issues that arose in the course of Bulgaria’s EU accession process.

M.  OPIC AND OTHER INVESTMENT INSURANCE

In 1991, the Overseas Private Investment Corporation (OPIC) and the GOB signed an Investment Incentive Agreement, which governs OPIC’s operations in Bulgaria.  OPIC provides project financing and political risk insurance to U.S. investors making long-term investments in emerging markets.  OPIC also supports a number of privately owned and managed private equity funds, including a regional fund for Southeast Europe created as part of the U.S. Southeast Europe Initiative.  

OPIC provides project financing through direct loans and loan guaranties that provide medium- to long-term financing to ventures involving significant equity and/or management participation by U.S. businesses.  OPIC offers American investors insurance against currency inconvertibility, expropriation and political violence.  Political risk insurance is also available from the Multilateral Investment Guarantee Agency (MIGA), which is a World Bank affiliate, as well as from a number of private U.S. companies. 

N.  LABOR

Bulgaria’s workforce officially consists of 3,249,000 highly educated and skilled men (53 percent) and women (47 percent).  The literacy rate in Bulgaria is 93 percent.  A high percentage of the workforce has completed some form of secondary, technical, or vocational education.  Many Bulgarians have strong backgrounds in engineering, medicine, economics and the sciences, but there is a shortage of professionals with Western management skills.  The aptitude of workers and the relative low cost of labor are considerable incentives for foreign companies, especially those which are labor intensive, to invest in Bulgaria.  Employer tax obligations and benefits (clothing allowance, bonuses, etc.) can add more than 50 percent to the nominal wage.

Bulgaria's 1991 Constitution (Article 49) recognizes workers' right to join trade unions and organize.  In theory, the National Tripartite Cooperation Council (NTCC) provides a forum for dialogue among government, management, and trade unions such as cost-of-living adjustments.  The current Labor Minister has attempted to revitalize the Council.

Bulgaria has two large trade union confederations, the Confederation of Independent Trade Unions of Bulgaria (CITUB) and Podkrepa ("Support").  CITUB, the successor to the trade union integrated with the former Communist Party, has long since severed its ties to the socialists, whereas Podkrepa is an independent confederation.  There are few restrictions on trade union activity and the confederations operate freely, but the workforce in smaller firms and elsewhere in the emerging private sector is often not represented by trade unions.

Under the 1986 Labor Code, as amended, employer and employee relations are regulated by employment contracts, which may be agreed upon through collective bargaining.  The Code  addresses worker occupational safety and health issues, establishes a minimum wage (determined by the Council of Ministers) and prevents exploitation of workers, including child labor.  The Code clearly delineates employer rights, strengthening management's hand in disciplining the workforce.  Unresolved disputes between labor and management can be referred to the courts, but resolution is often subject to delays.  

In March 2001, the Labor Code was overhauled to address labor market rigidities and to bring labor legislation into compliance with the EU requirements.  The amendments to the Labor Code simplify additional work procedures, restrict mandatory leaves and relax procedures for implementing collective redundancies.  However, collective labor contracts at the sect oral or branch level remain binding for all enterprises of the sector or branch.  The minimum annual paid leave is 20 days.

Neither foreign companies nor Bulgarian companies having majority foreign-control are exempt from the requirements of the Labor Code.  Articles 29-32 of the Foreign Investment Law cover employment relations and social security contributions for Bulgarian and foreign employees. 

The government is considering amendments to the existing Labor Code with the objective of bringing Bulgarian legislation in full compliance with the EU requirements in the area of social policy and employment.  In 2003 the Council of Ministers submitted the Labor Code amendments to Parliament.

During 2002-2003 the Ministry of Labor formed the new “National Institute for Conciliation and Arbitration” (NICA), which developed a framework for collective labor dispute mediation and arbitration.  NICA includes representatives from labor, employers and the Government, as does the roster of mediators and arbitrators.  Although NICA-sponsored collective labor dispute resolution has not yet started, a number of the appointed mediators received basic mediation skills training from the U.S. Federal Mediation and Conciliation Service.
O.  FOREIGN TRADE ZONES/FREE PORTS

There are at present six operational “free zones” in Bulgaria: Ruse and Vidin ports on the Danube, Plovdiv, Svilengrad (near the Turkish border), Dragoman (near the Yugoslav border), and Burgas port on the Black Sea.  All of them are owned by joint stock or state-owned companies.  The government provided land and infrastructure for each zone.

-- Plovdiv, the only inland free zone, is the most profitable, with 24 investment projects.

-- The Burgas FTZ has the largest warehousing and automotive distribution facilities in Bulgaria, and is used by more than 100 foreign and joint venture companies including Samsung and Daewoo.

-- Limited manufacturing is conducted in both the Plovdiv and Ruse FTZs. 

All forms of production and trade activities and services may take place in the free zones.  Foreign goods delivered to the free zones with purpose of production, storage, processing or re-export are VAT and duty exempt.  Bulgarian goods may also be stored in free zones with permission from the customs authorities.  Revenues can be transferred abroad freely without any restrictions.  Administrative procedures relieve the investor’s need to contact local authorities directly.  Production and labor costs are low with well-trained and highly qualified labor available.  All the zones are located on strategic trade rail, road and/or water trade routes.

The free trade zones in Bulgaria have attracted a number of foreign investors to undertake processing and trade activities, including Hyundai, Daewoo, KIA Motors, CITCO, Schwartskopf, Henkel, Landmark Chemicals Ltd., Group Schneider, and BINDL Energic Systeme GmbH.

P.  FOREIGN DIRECT INVESTMENT

Between 1992 and 2002, total cumulative foreign direct investment (FDI) into Bulgaria amounted to approximately USD 5.135 billion.  FDI inflows in 2002 are estimated at USD 478,700,000 (about 3.1 percent of 2002 GDP).  Bulgaria’s direct investment abroad was USD 28,300,000 in 2002, compared to USD 9,700,000 in 2001.

FDI by Year (in millions of U.S. dollars)

1992
 34.4

1993
102.4

1994
210.9

1995
162.6

1996  
256.4

1997
636.2

1998
620.0

1999
818.8

2000
  1,001.5

2001 
812.9

2002 
478.7

Total  
5,134.8

(Source:  Foreign Investment Agency)

FDI by Country of Origin 1992-2002 (millions of USD)
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FDI by Sector 1992-2002 (in millions of USD)

Industry
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Finance
958

Trade
824

Communications
354
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194

Transport
90

Construction
79

Electricity, Gas and Steam
78

Mining
35

Agriculture
17

(Source:     Foreign Investment Agency)

CHAPTER 8. 
TRADE AND PROJECT FINANCING 

A.  Description of the Banking System

Although Bulgaria is predominantly a cash economy, the use of debit and credit cards is increasing.  The number of client cards issued by local banks reached 2.12 million in August, 2003 up from 1.6 million at the beginning of 2003.  A total 510,000 new cards were issued in the January-July 2003 period versus 623,000 for the whole of 2002. The increase is mainly due to two factors, one being that many state organizations have started crediting monthly salaries to the debit cards of their employees, while many banks lumped a debit card with the provision of other services like loans and deposits.  Local banks issued 8,168 International visa cards and 14,694 master cards by August 1, 2003.  Development of services for consumers, such as debit cards, started within the last couple of years, while personal checks are almost unknown and unused as a method of payment for locals.  However, payment by debit cards is accepted in some of the retail chain of shops and gas stations and is gaining increasing popularity.  Checks and credit cards are used mainly by foreigners.  

The Bulgarian National Bank (BNB) operates independently of the government and reports directly to Parliament.  The BNB regulates the banking system, but, under the Currency Board Arrangement, has no discretion in setting monetary or exchange rate policy.

There are 34 commercial banks in Bulgaria; twenty eight are fully licensed and authorized to engage in international transactions and six are branches of foreign banks in Bulgaria.  Foreigners hold approximately 73% of the total banking capital. Citibank is the only U.S. bank with an office in Bulgaria.  The Bulgarian-American Credit Bank, wholly owned by the Bulgarian-American Enterprise Fund, has been fully licensed since December 30, 1998.

B.  Foreign Exchange Controls Affecting Trade

International financial remittances in payment of imports into Bulgaria are generally allowed. The export of hard currency by commercial entities, including juridical persons and sole traders, is permitted only by bank transfer. Transfers for current international payments (imports of goods and services, transportation, interest and principal payments, insurance, training, medical treatment and other purposes defined in Bulgarian regulations) must be supported by documentation such as invoices, certificates, or transport documents, to the transferring bank.

C.  General Availability of Financing 

Commercial financing has become more available for private companies and consumers in Bulgaria and commercial banks are giving credits much easier than they did several years ago. 

D.  Availability of Loan Guarantees, Insurance, and Project Financing

Depending on the source of financing, trade and investment projects receiving financing support range from the export of nuclear reactor control equipment to the establishment of a bakery, a yogurt factory, and an ice-cream distributorship.  Financing is also available to strengthen banks, and for infrastructure projects such as reconstruction of electrical generating stations, waterworks and roads.  Depending on the source of financing, projects can range from $10,000 to more than 100 million dollars.  


1.  U.S.-based Availability


a.  U.S. Export-Import Bank

The U.S. Export-Import Bank (Eximbank) is a source of export financing and insurance for U.S. transactions in Bulgaria.  For exports to Bulgarian state-owned entities, Eximbank will "cover" or guarantee a commercial bank loan up to 85 percent of the value of the contract, provided that the entity provides a sovereign government guarantee or the equivalent.  Eximbank will also accept a guarantee from Sofia Municipality.  It is open for projects of short or medium term (project value over $10 million with a maximum repayment term of 5-7 years).  Eximbank must be able to determine the borrower’s creditworthiness through the analysis of financial statements (an audited annual report).  For private transactions, Eximbank typically requires a guarantee by a Bulgarian bank.  Eximbank does not yet provide credit guarantees or insurance for routine contracts with private companies in Bulgaria. More information on Exim and its financing conditions can be found on the bank’s web-site: www.exim.gov 


b.  Small Business Administration

The Small Business Administration (SBA) provides financial and business development assistance to encourage and help small U.S. companies in developing export markets.  Export loans are available under SBA's guarantee program. 





c.  Overseas Private Investment Corporation

The Overseas Private Investment Corporation (OPIC) promotes growth in developing countries and transition economies by encouraging U.S. private investment.  OPIC's key programs are its loan guarantees, direct loans, and political risk insurance. OPIC’s main involvement in Bulgaria is the Sofia-based Southeast Europe Equity Fund (SEEF), a $150 million equity fund established together with George Soros, for investment in the region.  SEEF’s first investment in Bulgaria has been $10 million in Eurocom Cable.  OPIC also offers an Eastern European Growth Fund, designed to match OPIC funds with private venture capital to finance new business; the Small Business Loan Guarantee Program; the Bancroft Fund, and an environmental investment fund. So far OPIC has agreed to provide guarantees for the  $200 million project for the modernization and rehabilitation of Maritsa East III thermal power plant with the participation of Entergy and the Bulgarian National Electric Company.  




d.  The U.S. Trade and Development Agency

The Trade and Development Agency (TDA) promotes U.S. exports for major development projects.  TDA funds feasibility studies, consulting contracts, training programs, and other project planning services related to U.S. exports, as well as grants for pilot procurements of U.S. machinery or equipment.  Contracts funded by TDA grants must be awarded to U.S. companies.  U.S. involvement in project planning helps position potential U.S. suppliers at the project implementation stage.  TDA has been active in Bulgaria with projects in energy, environment, transport, air traffic control, and telecommunications.




e.  The Bulgarian-American Enterprise Fund

The Bulgarian-American Enterprise Fund (BAEF) is a $57 million bilateral assistance fund funded by the U.S. Congress to promote the development of the Bulgarian private sector and to promote joint ventures between small and medium-sized Bulgarian firms and Western companies.  The Fund's programs include loans and equity investments to companies in Bulgaria.  BAEF has an office in Sofia.





f. The Bulgarian-American Credit Bank (BACB)

The Bulgarian-American Credit Bank, fully owned by BAEF, extends investment credits for private companies which range from $100,000 to $4 million. BACB also provides mortgage loans to individuals for the purchase of homes and consumer credit. These loans range from $5,000 to $250,000 and are up to 20-year term. BACB has offices in Sofia, Plovdiv, Varna and Bourgas.






g. Small Enterprise Assistance Funds/CARESBAC

Small Enterprise Assistance Funds (SEAF/CARESBAC) is an investment company that takes equity positions from 25 percent to 49 percent in small and medium-sized private companies.  SEAF/CARESBAC is interested in investment in companies that have growth potential in all industrial sectors. Typical investments are between $50,000 and $250,000. SEAF/CARESBAC's shareholders include the EBRD, the U.S. Agency for International Development (USAID), and the U.S. Department of Agriculture (USDA).  SEAF also administers the Transbalkan Fund, which has participation from the U.S. Agency for International Development.

2. Financing from International Financial Institutions

Financing of U.S. investment projects in Bulgaria is available from the EBRD, World Bank, and several other U.S.-based and other organizations.  Participation of a multilateral bank such as the EBRD in a project also assists exporters through the requirement of open competitive tendering procedures which enables U.S. suppliers to bid, as well as helps the procuring entity to get the best value for its money.


a.  European Bank for Reconstruction and Development 

The European Bank for Reconstruction and Development (EBRD), whose largest shareholder is the U.S. Government, has a number of programs available to U.S. investors.  The Bank makes loans as well as takes equity stakes in infrastructure projects.  It will be increasingly focusing on private-sector development in Bulgaria. It also mandates open competitive tenders in procurements, which give U.S. companies opportunities to supply goods and services.  The EBRD has an office in Sofia.  The EBRD has also started an investment fund that will invest in small- and medium-sized businesses in the Balkan region. 



b.  International Bank for Reconstruction and Development (World Bank)

While the International Bank for Reconstruction and Development (World Bank) does not give loans for private-sector investments, its procurement procedures enable U.S. exporters to bid on public procurement contracts.  To date, approved projects are in the energy, telecommunications, residential heating, railways, health, environmental and public administration sectors.  The World Bank has an office in Sofia.




c.  European Investment Bank

The European Investment Bank (EIB) is the most important source of EU project financing for U.S. companies, as they can participate in most tenders involving EIB loans of its own resources.  Trans-European Network (TEN) energy, telecommunications and transport sectors are priorities for the EIB.  Loans for Bulgaria include ECU 60 for construction of a new passenger terminal and apron at Sofia Airport. 




d.  Multilateral Investment Guarantee Agency

The Multilateral Investment Guarantee Agency (MIGA) is part of the World Bank Group.  Its purpose is to encourage foreign investment in developing countries by providing investment guarantees (political risk insurance) against the risk of currency transfer, expropriation, war, civil disturbance and breach of contract by the host government. 




f.  PHARE Program/ISPA

The European Union's PHARE Program delivers financial and technical assistance in key sectors of the beneficiary governments' efforts to restructure their economies toward a market-oriented system, and contributes to creating the administrative, regulatory, financial and commercial framework. The European ISPA funds are grants to help bring Bulgaria's infrastructure up to European levels as part of the European Union accession process. Some American companies may qualify for PHARE- and ISPA-funded contracts if they have subsidiaries in Europe that qualify as European companies pursuant to EU definitions.

E. How to Finance Exports/Methods of Payment

Trade finance options for Bulgarian importers are still limited.  In most instances, Bulgarian companies assume the full financial burden in purchasing goods.  Some companies use Letters of Credit (LCs).  In trying to make sales in Bulgaria, U.S. companies may have to develop creative payment schemes, which may increase the risk of the transactions. To offset that risk, it is necessary to develop a strong client relationship.

There are a number of methods used to settle payment in Bulgaria: cash in advance, letter of credit used in conjunction with a documentary draft (time or sight), promissory note, documentary collection or draft, open account and consignment sales.  As with U.S. domestic transactions, a major factor determining the method of payment is the degree of trust in the buyer's ability and willingness to pay.  

Because of the protection it offers to the American exporter and the Bulgarian importer, an irrevocable letter of credit (L/C) payable at sight is commonly used for settlement of international payments. 

Another payment option is the use of documentary collection or open account with international credit insurance, which, unlike the letter of credit, allows the importer's line of credit to remain open.  At the same time, this option protects the exporter if the buyer goes bankrupt or cannot pay. 

F.  Banks with Correspondent U.S. Banking Arrangements

Contact information for all Bulgarian banks may be found on the Bulgarian National Bank http://www.bnb.bg web site. Some Bulgarian banks may have 100 or more U.S. correspondent banks, and some U.S. banks may have correspondent relations with more than one Bulgarian bank.  As banking relationships can change quickly, the best source of current information on correspondent banking arrangements is the banks themselves.

G.  U.S. Financial/Lending Institutions In-Country

The main U.S. financial institutions in Bulgaria include Citibank, Bulgarian-American Enterprise Fund, Bulgarian-American Credit Bank, Caresbac, Southeast Europe Equity Fund and AIG/American Life Insurance Company.

H.  International Financial Institutions In-Country

The EBRD and the World Bank have offices in Bulgaria.

CHAPTER 9.  
BUSINESS TRAVEL 

A.
Business Customs

Bulgarians are less formal than Western Europeans from dress to the manner of their business contacts.  Meetings, including lunches or dinners, are used as an opportunity to get acquainted and as a basis for developing a relationship of trust.  Companies use stand-up evening receptions at hotels, restaurants, trade shows, and even museums and auto showrooms for public relations and to solidify business relationships.  Businesspeople may go without a jacket or tie or wear casual clothes in summer.

One charming but confusing custom is that head movements indicating agreement or disagreement are reversed in Bulgaria.  The rocking of the head from left-to-right, often with a slight smile, means "yes" while nodding up-and-down indicates "no."  But with foreign language fluency growing, some Bulgarians will use head movements in typical western fashion.  Therefore, it is best to clarify the situation by obtaining a verbal response.

B.
Travel Advisory and Visas

A United States passport is required for U.S. citizens who are not also Bulgarian nationals.  U.S. citizens who enter the country on regular passports without a Bulgarian visa are authorized to stay for a total of 30 days within a six-month period.  An application to extend one's stay for up to two months from the original 30 days can be filed, but must be submitted to regional police authorities no later than ten days prior to the end of the original thirty-day period.  Travelers who intend to stay more than 30 days, or travelers using official or diplomatic passports, must secure a Bulgarian visa from a Bulgarian Embassy or Consulate prior to arrival.  For further information concerning entry requirements, travelers should contact the Embassy of the Republic of Bulgaria at 1621 22nd St. N.W., Washington, D.C. 20008; http://www.bulgaria-embassy.org ; tel. (202) 483-5885 (main switchboard (202) 387-7969), or the Bulgarian Consulate in New York City. 

Bulgarian law requires that travelers entering Bulgaria with more than 8000 Bulgarian leva or the equivalent in foreign currency (around $5,000) or travelers checks declare the money/checks upon arrival to customs officials. Travelers entering Bulgaria at Sofia Airport and carrying currency in excess of the above amount use the red "Something to Declare" line and not the green "Nothing to Declare" line, even if specifically invited into the green line by a customs official. 

Travelers who attempt to leave the country with the equivalent of 25,000 Bulgarian Leva or more must complete a customs declaration on which they must state the origin of the money, and present a certificate from the Bulgarian regional internal revenue service proving they do not owe taxes, unless the sum is less than the amount originally reported when initially brought into the country. Please contact the Embassy of Bulgaria in Washington, D.C. or one of Bulgaria's consulates in the United States for specific information regarding customs regulations.

American citizens visiting Bulgaria are encouraged to register at the Consular Section of the U.S. Embassy in Bulgaria and obtain updated information on travel and security within Bulgaria. The Embassy’s web site address is www.usembassy.bg. 

Visitors should exchange cash or travelers checks at banks or exchange bureaus. Some exchange bureaus charge commissions on both cash and travelers check transactions, which may be high or not clearly posted. Damaged or very worn U.S. dollar bank notes are often not accepted at banks or exchange bureaus. Major hotels accept credit cards, but most shops and restaurants do not.  ATM cash machines are increasing in numbers in Sofia and other major cities, but bank cards, debit cards and credit cards should be used with caution due to the potential for fraud or other criminal activity. 

For the latest travel and security information, Americans traveling abroad should regularly monitor the Department's Internet web site at http://travel.state.gov.  Up-to-date information on security can also be obtained by calling 1-888-407-4747 toll free in the United States, or, for callers outside the United States and Canada, a regular toll line at 1-317-472-2328. These numbers are available from 8:00 a.m. to 8:00 p.m. Eastern Time, Monday through Friday (except U.S. federal holidays). 
C.
Holidays

Bulgaria will celebrate the following holidays in 2005:

January 1

New Year's Day

March 3

National Day

May 1


Labor day

May 1


Orthodox Easter Sunday

May 6


St. George’s Day, Day of Valor and the Bulgarian Army

May 24

Saints Cyril and Methodius Day

September 6

Unification Day

September 22

Independence Day

December 24

Christmas Eve

December 25, 26
Christmas

D.
Work Week

Bulgarians work a 40-hour week with businesses opening between 8:30 and 9:00 a.m. Monday through Friday.  During the summer months, scheduling meetings late on Fridays may be difficult, as workers tend to leave early for weekend getaways.  As in the rest of Europe, business activity slows considerably during the latter part of July and most of August when many Bulgarians take their extended summer holidays.

E.
Business Infrastructure

Sofia is served by major European airlines including Air France, Alitalia, Austrian Airlines, British Airways, Czech Airlines, Lauda Air, LOT, Lufthansa, MALEV, Olympic, and Turkish Airlines.  Bulgaria Air, the national carrier, is also operating international flights as well as domestic service between Sofia and Varna and Burgas. Hemus Air flies to short-range domestic and regional destinations.  Destinations to other parts of the country may be reached by car, bus or train. Car rental from Hertz and Avis is also available.

Sofia has a comprehensive bus, tram and trolley system. Tickets cost BGN 0.50 and can be purchased in newspaper kiosks or special ticket stands.  Large baggage also needs a ticket.  Daily, five-day, and monthly cards are also available.  Passengers are on the "honor system" and expected to validate their own tickets after boarding. Occasionally, plainclothes inspectors make spot checks, imposing BGN 5.00 fines on those traveling without tickets. Sofia's subway reaches from the suburb of Lyulin to the center of the city, but it is of yet of little use to the business traveler.

Taxis are more than affordable.  It is advisable to call ahead to a reputable taxi company for radio dispatch for personal security as well as to avoid overcharges.

The majority of hotels in Bulgaria are at the 2-and 3-star level. In Sofia, there are four international-class hotels:  Sheraton Sofia Hotel Balkan, Radisson Sofia, Sofia Hilton and the Kempinski Hotel Zografski.  The Grand Hotel Sofia is the newest five star hotel in Sofia. Other hotels include the Ambassador Hotel and Castle Hrankov Hotel (both 15 minutes from the city-center) and the Park Hotel Moskva. The Downtown, Maria Luiza, Gloria Palace, Hotel Central are other smaller hotels centrally located.  

BTC has installed much of central Sofia with digitally-switched telephone lines allowing direct-dial international calls to the rest of Europe and the United States from hotels, offices and residences. AT&T, MCI and Sprint all have access numbers in Bulgaria for credit card and collect calls.  In some parts of the country, telephoning can be difficult, as many rural areas still have only old analog switches.  

Food in Bulgaria is abundant and many good restaurants exist in the larger cities.  A growing number of very attractive small private restaurants and hotels are also opening in the smaller cities and villages. It is possible to have a good meal for well under $15.

Bulgarian is a Slavic language that uses the Cyrillic alphabet. In business, the usage of English is increasing.  Nearly all Bulgarians have some level of Russian language comprehension.  German and French are also widely spoken.  

F.  Temporary Entry of Business Equipment and Materials

Personal items brought in temporarily by travelers such as laptop computers, software, and exhibition materials should be declared upon arrival.  Travelers should declare jewelry, cameras, and other valuables upon arrival in order to avoid difficulties when departing. The declaration form should be presented to Customs upon departure. 

G.  Commercial Service Contact Information and Guidance

Business travelers to Bulgaria seeking appointment with U.S. Embassy Sofia officials should contact the Commercial Section in advance of departure from the United States.  The Commercial Section can be reached by telephone at (359) (2) 963-4062 or (359) (2) 963-2014; fax at (359) (2) 980-6850; or e-mail at sofia.office.box@mail.doc.gov.  Detailed information on the U.S. Commercial Service Sofia's services and programs is available at: www.buyusa.gov/bulgaria. 

CHAPTER 10.  ECONOMIC AND TRADE STATISTICS

APPENDIX A: Country Data (Source: National Statistical Institute)

Population:     



7,977,646 

Religions:
 


Orthodox Christian, Moslem, Jewish

Government System:     
Constitutional Parliamentary Democracy

Language:     



Bulgarian

Length of Work Week

40 hours

APPENDIX B: Domestic Economy (Sources: Bulgarian National Bank.)

   2001 
   2002 
   2003

GDP (millions of U.S. dollars)  
 13,557  
 15,563  
19,858

Real GDP growth rate (percent                4.0

      4.8
                  4.3

GDP per capita 


   1,705  
  1, 978
  2,538

Government Spending (% of GDP)         40.8                39.4 
    40.9

Inflation (percent) 


       4.8  
       3.8
      5.6

Unemployment (percent)                         17.9                16.3                14.3

Foreign Exchange Reserves

(millions of U.S. dollars)

 3,579

4, 165

 5, 991

Average Exchange Rate (US$1.00)      2.19 

   2.08  
    1.73

Debt service ration ratio of principal

and interest on foreign debt to GDP)     11.2                 8.3                   6.6

USG economic assistance

(millions of U.S. dollars)                         35.1 
   34.1 
               28.0

APPENDIX C: Trade (Source: Bulgarian National Bank - millions of U.S. dollars)


2001
2002
2003

Total country exports
5, 113
5, 578
7, 439

Total country imports 
6, 693
7, 197
9912

U.S. Imports from Bulgaria
285
254
368

U.S. Exports to Bulgaria
191
170
301

Bulgarian National Bank statistics for imports from the United States are used here rather than U.S. statistics for exports to Bulgaria, due to the presumed large percentage of U.S. exports to Bulgaria that are recorded in the U.S. statistics as exports to an intermediate warehousing point, most likely in Western Europe.  Likewise, Bulgarian export statistics to the United States are used in place of U.S. statistics for imports from Bulgaria.

CHAPTER 11.  U.S. AND COUNTRY CONTACTS

U.S. Government Contacts

U.S. Embassy-  Sofia



      http://www.usembassy.bg

U.S. Department of State



http://www.state.gov
U.S. Department of Commerce


http://www.export.gov
U.S. Department of Agriculture


http://www.usda.gov
U.S. Export-Import Bank



http://www.exim.gov

Overseas Private Investment Corporation
http://www.opic.gov

U.S. Trade and Development Agency

http://www.tda.gov

Trade and Industry Associations

American Chamber of Commerce in Bulgaria

President:     Ken Lefkowitz

Executive Director: Valentin Georgiev

Business Park Sofia

Building 2, floor 6

Mladost 4 Area

1715 Sofia

Phone:  (359)(2) 976-9565, 976-9566  Fax:  (359)(2) 976-9569

E-mail:  amcham@amcham.bg  Website:  http://www.amcham.bg

Bulgarian Chamber of Commerce and Industry

President:   Mr. Bozhidar Bozhinov

42, Parchevich Street

1000 Sofia 

Phone:  (359)(2) 987-3629; 987-2631/35  Fax:  (359)(2) 987-32-09

U.S. Desk Officer:  Ms. Mariana Tancheva

E-mail:  bcci@bcci.bg  Website:  http://www.bcci.bg

Bulgarian International Business Association

Executive Director:     Ms. Adriana Sukova-Tosheva

55, Stamboliiski Boulevard

1000 Sofia

Phone:  (359) (2) 988-6776, 981-9169  Fax:  (359) (2) 981-9564


E-mail:  office@biba.bg  Website:  http://www.biba.bg

Bulgarian Industrial Association

Chairman:  Mr. Bozhidar Danev

Director, International:  Branimir Handjiev

16-20, Alabin Street

1000 Sofia

Phone:  (359)(2) 932-0911, 932-0914, 932-0922  Fax:  (359)(2) 987-2604


E-mail:  office@bia-bg.com; branimir@bia-bg.com  Website:  http://www.bia-bg.com

Bulgarian Building and Construction Chamber


Mr. Simeon Pashov, Chairman


Ms. Vanya Shopova, Chief of Secretariat


23,Chumerna Street


1202 Sofia


Phone:  (359)(2) 988-9585, 988-9355  Fax:  (359)(2) 988-6880, 9886881


E-mail:  office@bbcc-bg.org  Website:  http://www.bbcc-bg.org

Bulgarian Association for Information Technologies


Mr. Vasil Vasilev, Chairman


Ms. Marieta Popova, Executive Director


13 Shipka Street


1504 Sofia


Phone:  (359)(2) 946-1513  Fax:  (359) (2) 946-1451


E-mail:  bait@bait.bg; bait@spnet.net  Website:  http://www.bait.bg
Bulgarian Franchising Association


Mrs. Lyubka Kolarova, Director


30, Ivan Vazov Street


9010 Varna


Phone:  (359) (52) 601-043  Fax:  (359)(52) 601-043


E-mail:  info@bulfa.net, bulfa@infotel.bg  Website:  http://www.bulfa.net
Bulgarian Government Contacts

Bulgarian Embassy in Washington, DC  
http://www.bulgaria-embassy.org
Bulgarian Government 


http://www.government.bg



 

General information 



http://www.dir.bg 

Ministry of Economy

Minister:  Ms. Lidiya Shuleva (also Deputy Prime Minister)

8, Slavianska Street

1040 Sofia

Phone:  (359)(2) 980-1282  Fax:  (359)(2) 988-5532

E-mail:  public@mi.government.bg  Website:  http://www.mi.government.bg

Ministry of Agriculture, Forestry and Agrarian Reform

Minister:  Mr. Mehmed Dikme

55, Hristo Botev Boulevard

1040 Sofia

Phone:  (359)(2) 985-11222, 985-11199  Fax:  (359)(2) 981-9173

E-mail:  press@mzgar.government.bg  Website:  http://www.mzgar.government.bg

Ministry of Environment and Waters

Minister:  Ms. Dolores Arsenova

67, William Gladstone Street

1000 Sofia

Phone:  (359)(2) 940-6222, 988-2577  Fax:  (359)(2) 986-2533

E-mail:  press@moew.government.bg  Website:  http://www.moew.government.bg

Ministry of Energy and Energy Resources

Minister:  Mr. Milko Kovachev

8, Triaditza Street

1040 Sofia

Phone:  (359)(2) 980-6303, 988-5932  Fax:  (359)(2) 986-5703

E-mail:  pressall@doe.bg  Website:  http://www.doe.bg

Ministry of Finance

Minister:  Mr. Milen Velchev

102, Rakovsky Street

1040 Sofia

Phone:  (359)(2) 985-92020, 985-92001  Fax:  (359)(2) 987-2053

E-mail:  minfin@minfim.bg  Website:  http://www.minfin.government.bg

Ministry of Health

Minister:  Mr. Slavcho Bogoev

5, Sveta Nedelia Square

1000 Sofia

Phone:  (359)(2) 987-5051, 93 01 101  Fax:  (359)(2) 981-0627

E-mail:  press@mh.government.bg  Website:  http://www.mh.government.bg

Ministry of Regional Development and Public Works 


Minister:  Mr. Valentin Tserovski

17-19,Kiril and Metodius Street

1000 Sofia

Phone:  (359)(2) 940-5517, 9804848  Fax:  (359)(2) 983-5685

E-mail:  press@mrrb.government.bg  Website:  http://www.mrrb.government.bg

Ministry of Transport and Communications

Minister:  Mr. Nikolay Vasilev

9, Dyakon Ignatii Street

1000 Sofia

Phone:  (359)(2) 988-1230, 940-9402, 949-2834  Fax:  (359)(2) 987-3916

E-mail:  minister@mtc.government.bg  Website:  http://www.mtc.government.bg
Deputy Minister (Ports & Aviation): Ms. Krasimira Martinova

9, Dyakon Ignatii Street

1000 Sofia

Phone:  (359)(2) 940-9406  Fax:  (359)(2) 981-9798

Deputy Minister (Ground Transport): Ms. Anelia Krushkova

9, Dyakon Ignatii Street

1000 Sofia

Phone:  (359)(2) 940-9410  Fax:  (359)(2) 988-5094

Deputy Minister (Telecommunications): Mr. Nedelcho Nedelev

9, Dyakon Ignatii Street

1000 Sofia

Phone:  (359)(2) 940-9408  Fax:  (359)(2) 988-0230

Ministry of Culture 

Minister:  Mr. Bozhidar Abrashev

17, Alexander Stamboliiski Street

1000 Sofia

Phone:  (359)(2) 987-5648, 980-5384,989-4838  Fax:  (359)(2) 981-8145,9873658

Website:  http://www.culture.government.bg

Ministry of Defense

Minister:  Mr. Nikolay Svinarov

3, Dyakon Ignatii Street

1000 Sofia

Phone:  (359)(2) 922-0922, 987-9562, 988-5885  Fax:  (359)(2) 987-3228


E-mail:   presscntr@ md.government.bg  Website:  http://www.md.government.bg

Ministry of Interior

Minister:   Mr. Georgi Petkanov

29,Shesti Septemvri Street

1000 Sofia

Phone:  (359)(2) 982-2014,982-3754  Fax:  (359)(2) 982-2047, 987-7967

E-mail:  office@mvr.bg; minister@mvr.bg  Website:  http://www.mvr.bg

Road Executive Agency

Acting Executive Director:  Mr. Dimitar Khristov

3, Macedonia Blvd.

1606 Sofia

Phone:  (359)(2) 952-17-68  Fax:  (359)(2) 951-5422

Website:  http://www.rea.bg

Foreign Investment Agency

President:  Mr. Pavel Ezekiev

31, Aksakov Street

1000 Sofia

Phone:  (359)(2) 980-0918, 985-5505  Fax:  (359)(2) 980-1320

E-mail:  fia@bfia.org  Website:  http://www.bfia.org
Privatisation Agency

Executive Director:  Mr. Atanas Bangachev

29, Aksakov Street

1000 Sofia

Phone:  (359)(2) 987-7579; 987-3249; 980-9827 Fax:  (359)(2) 981-6201, 981-1307

E-mail:  press@priv.government.bg  Website:  http://www.priv.government.bg
Communications Regulation Commission

6, Gurko St.

1000 Sofia

Phone:  (359)(2) 949-2335  Fax:  (359)(2) 987-0695

E-mail:  info@crc.bg  Website:  http://www.crc.bg
Bulgarian Institute for Standardization

Chairman:  Mr. Ivelin Burov

21, Shesti Septemvri Street

1000 Sofia

Phone:  (359)(2) 988 5043/ 980 8920  Fax:  (359)(2) 980-6317

E-mail:  presidentbis@mail.orbitel.bg; standards@sasm.orbitel.bg
National Customs Agency

Director:  Mr. Assen Assenov

1, Aksakov Street

1040 Sofia

Phone:  (359)(2) 9859-4210, 9859-4443  Fax:  (359)(2) 980-6461

E-mail:  contacts@customs.government.bg  Website:  http://www.customs.bg
Patent and Trademark Office

Director:  Ms. Tsonka Taushanova

52-B G. M. Dimitrov Street

1040 Sofia

Phone:  (359)(2) 970-1302  Fax:   (359)(2) 870-8325

E-mail:  bpo@bpo.bg  Website:  http://www.bpo.bg

International Financial Institutions
European Bank for Reconstruction and Development

Mr. John Chomel-Doe, Director, Bulgaria

Sofia Resident Office

17, Moskovska Street

1000 Sofia

Phone:  (359)(2) 932-1414  Fax:  (359)(2) 932-1441

E-mail:  sofiaro@ebrd.com  Website:  http://www.ebrd.com

European Investment Bank

Mr. Max Messner

100, Boulevard Konrad Adenauer

L-2950 Luxembourg

Phone:  (352) 4379-3150  Fax:  (325) 4379-3189

E-mail:  info@eib.org  Website:  http://www.eib.org
Multilateral Investment Guarantee Agency

1818 H Street, N.W.

Washington, D.C. 20433

Phone:  (202) 458 9292  Fax:  (202) 522-2630

Website:  http://www.miga.org

PHARE Program

Mr. Luciano D’erman, Head of PHARE and ESPA

9 Moskovska Str.

Sofia 1000

Phone:  (359)(2) 933-5252  Fax:  (359)(2) 933-5233

E-mail:  delegation-bulgaria@cec.eu.int  Website:  www.evropa.bg

World Bank

Mr. Oscar de Bruyn Kops, Country Manager

36, Dragan Tsankov Street

World Trade Center, block A, 5th Fl.

1057 Sofia

Phone:  (359)(2) 969-7229  Fax:  (359)(2) 971-2045

E-mail:  info@worldbank.bg  Website:  www.worldbank.bg
Bulgarian Banks




a.  Bulgarian Banks: Contact information for all Bulgarian banks may be found on the Bulgarian National Bank website http://www.bnb.bg.

Biochim, Sofia

BNP-Paribas, Sofia, (former BNP-Dresdnerbank)

Bulbank, Sofia

Bulgaria-Invest Bank, Sofia

Bulgarian American Credit Bank Plc., Sofia

International Commercial Bank, Bulgaria, Sofia

Bulgarian Post Bank, Sofia

BRIBank

Central and Cooperative Bank, Sofia

Corporate Commercial Bank PLC, Sofia

Demirbank (Bulgaria), Sofia

DSK Bank PLC

Eurobank, Sofia

Expressbank, Varna

First Investment Bank, Sofia

First East International Bank, Sofia

Hebrosbank, Plovdiv

International Bank of Trade and Development, Sofia

Municipality Bank, Sofia

Investbank, Sofia, (former Neftinvestbank)

Encouragement Bank, Sofia

Raiffeisenbank (Bulgaria), Sofia

Roseximbank, Sofia

Teximbank, Sofia

Unionbank, Sofia

United Bulgarian Bank, Sofia




b. Commercial Banks with Domestic and Limited License:

Tokuda Credit Express Bank, Sofia



c. Branches of Foreign Banks in Bulgaria:

Citibank N.A. -  Sofia Branch

HypoVereinsBank Bulgaria - Sofia Branch

ING N.V. -  Sofia Branch

Ionian and National Bank of Greece S.A. -  Sofia Branch

National Bank of Greece - Sofia Branch

Societe General - Sofia Branch

T.C. Ziraat Bankasi - Sofia Branch

Xiosbank S.A. - Sofia Branch

Demirbank

Zirat Bank

Bulgarian Business Publications

Infobusiness (published in English)


Bulgarian Chamber of Commerce and Industry


42, Parchevich St.


1058 Sofia


Phone:  (359) (2) 987-2631  Fax:   (359) (2) 987-3209


E-mail:  bcentre@bcci.bg  Website:  http://www.bcci.bg 

Bulgarian Foreign Trade (published in English)

    3A “165” Str., Izgrev  

    1797 Sofia

     Phone:  (359) (2) 700-100, 70-51-52  Fax:  (359) (2)  708-338, 70-51-54

     E-mail:  ftp-bg@bgnet.bg

CHAPTER 12.
MARKET RESEARCH

A. U.S. Department of Commerce market research reports can be found at http://www.export.gov  Customized market research is available on a fee-for-service basis – see http://www.buyusa.gov/bulgaria for more information.

B. U.S. Department of Argriculture issues market briefs produced by the Foreign Agricultural Service in Sofia.  Reprots can be obtained from http://www.fas.usda.gov
CHAPTER 13.
  TRADE EVENT SCHEDULE

U.S. firms should consult also the Export Promotion Calendar on the Commercial Service website, http://www.export.gov or http://www.buyusa.gov/bulgaria
Another source of information on trade shows in Bulgaria is the Bulgarian Chamber of Commerce and Industry, which publishes an annual Calendar of the Fairs and Exhibitions in Bulgaria.  The BCCI’s website is http://www.bcci.bg.







