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Introduction
As part of the project “Stimulation of economic exchange in the cross-border region Montana
– Pirot” implemented by NALILG Branch Montana as Lead Partner and the Municipality of
Pirot as Project Partner under Bulgaria-Serbia IPA Cross Border Programme, the current
study has 2 specific objectives: improvement of the partnership establishment in the cross-border
region and creation of conditions for meeting the high standard required by the EU market and
establishment of models for cooperation based on best practices and common needs.

Through the development of study on products and services, it will support Bulgarian
enterprises from priority export sectors to enhance their competitiveness, their degree of
internationalization and enter or expand their market positions.
The overall objective of the project “Stimulation of economic exchange in the cross-border
region Montana – Pirot” is to increase the competitive advantages of the economic sector in the
region and to improve its positions in the EU markets through developing an economic synergy
and co-operation between the business representatives from Bulgarian–Serbian cross-border
region and strengthening their competitiveness.
The project is mainly related to improve the capacity of the region to deal with regional issues as
partnership establishment, strengthening of institutional and business structures to respond to EU
markets requirements and establishment of models for cooperation based on best practices and
common needs. Through the development of economic and market analysis, the organization of
business forums for shearing best practices and establishing business contacts, and the
development of a strong institutional cooperation the project will support Bulgarian and Serbian
enterprises from priority export sectors to enhance their competitiveness, their degree of
internationalization and enter or expand their market positions.

2

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME
The present study will provide to the companies from the region practical information about the
key industries, their products and the supply and demand in the region. In order to represent
the full situation in the markets the study will present information about the imports and the
export for the key industries. Finally the study will represent a SWOT and LOED analysis
on target markets in the region.
The following 5 main industries have been identified as such with higher potential for export for
the Municipality of Montana. The target sectors of the review are:
 Manufacturing of machinery;
 Manufacturing of food;
 Manufacturing of bicycles and other cycles;
 Manufacturing of apparel, clothing and shoes.
 Manufacturing of furniture;

The identified industries are in which the companies from the Municipality of Montana are
mainly operating and are also worth studying in prospect of the future development and growth
of the economy in the Municipality.
The results from the implemented study will be used in the organization of business forums for
development of a strong institutional cooperation. The focus will be on products and services in
Montana region and its weak and strong side.
Finally the implementation of the present study and the rest of the activities planned under the
project “Stimulation of economic exchange in the cross-border region Montana – Pirot” will
enhance the synergy and partnership between the companies in the region, their economic
development, competitiveness in the international market, the meeting of the EU market
requirements and the attraction of investments. The implementation of the project activities will
further provide access to relevant and useful information for the companies in promoting and
supporting their export, foreign markets where their goods have a competitive advantage will be
identified, a specific set of promotional measures for successful positioning on the identified
markets will be offered.
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The economic profile of Bulgaria and Montana region
Representing and analyzing the economic profile of Republic of Bulgaria and Montana region,
particular, will give a broader perspective on the development of the market and the demand for
the production of the identified key industries. This data will show the key information about the
competitive advantages of the products and services produced in the region and measures for
their increase. It should help entrepreneurs focus their investments in products and services
providing increased profit and strengthened market positions which will enable them to enhance
their export potentials.

Economic profile of Bulgaria
Outsourcing to Europe or the Western world was not
considered a possibility until recently. Many countries in
Eastern Europe have started to offer outsourcing services
lately and are the preferred partner for companies based out of Western Europe and the US.

One of the main reasons in favor of outsourcing to Eastern Europe and Bulgaria in particular is
that cultural differences in the way business is executed are minor. Moreover, the distance to
Bulgaria1 from anywhere else in Europe is not more than 2 or 3 hours by plane.

1

Other interesting facts about Bulgaria:
- Bulgaria is an European Union and NATO member.
- The country is stable politically and economically. In its annual 2002 report, the European Commission assessed
Bulgaria as a fully functional market economy, with a high degree of macroeconomic stability and working market
mechanisms.
- The Bulgarian workforce is well educated with a 93 percent literacy rate.
- The current trend is that well educated Bulgarians attain worldwide experience abroad and return to their home
country.
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Inflation in Bulgaria

Inflation in Bulgaria is close to the average for the Central and Eastern Europe. The monthly
headline inflation on an annual basis began to accelerate slightly in 2010 under the influence of
international commodity prices, especially energy and food prices in particular that recovered
their levels after the 2009 decline. Core inflation (the overall index excluding energy, food,
alcohol and tobacco) reached historically low levels due to the weak domestic demand, the
increase of prod In Bulgaria, as much as all over Europe and its third-party trade partners, the
situation over the past 12-18 months does not suggest a complete overcoming of the economic
and financial crisis. The recovery of the most important global trade and industrial powers
proceeds at a slight yet stable rate. And inasmuch this development evokes moderate optimism
for the bigger economies, latest data shows that a stable growth cannot yet be forecasted, along
with recovered levels of industrial and trade operations and related security of investment.
Meanwhile Bulgarian rates of recovery are almost stagnating despite the forecasts of government
services, BNB, NSI – as well as those of prominent international financial and research
organisations that foresee a growth of about 2 percent annually for the Bulgarian economy.
Such data on the other hand provides some hope of a short-term upswing in the industrial and
export performance of the Bulgarian economy. The characteristic difficulties experienced in
Central and Eastern Europe, as well as the Balkans as a whole, could well be compensated to an
extent by the fact that the Bulgarian economy and markets are closely linked with the ones
within the European Union; and to a large extent with those of other traditional trade
partners. This transitive relation in a mid-term aspect will produce its lasting stabilising effects
on the internal Bulgarian economic development and hence on the Small and Medium
Enterprises that at the moment (and traditionally) are susceptible to even small fluctuations in the
macro- and microeconomic environment, and foreign trade determinants.

- Because of their education and expertise, Bulgarians are well suited to work in multinational organizations.
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Following are some essential indicators that present an overview of the current macroeconomic
situation in Bulgaria, as much as the one in its trade partners.

Graph 1 Comparison Bulgaria – EU: percentage changes in the GDP per capita in relation to the
previous year (in Euro).

EU
Data source: NSI

Bulgaria

Naturally, for the graph the values for 2013 and 2014 are estimated projections – according to
Eurostat – forecast according to the current and expected factors that influence GDP and the
conditions for economic development of the examined countries (and EU). In that respect
however the foreseen trend is in unison with the expected development presented in the Strategy
of last year – both for GDP and most other macroeconomic factors that influence directly and
indirectly the examined industrial branch.
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To sum up, we could mark some current indicators according to the NSI:


0.1% inflation for February 2013



0.5% GDP growth for the fourth quarter of 2012 over the same period of 2011.



59.4% employment rate (15 - 64 years of age) in the fourth quarter of 2012, 0.8%
higher than the same period of 2011.


12.4% unemployment rate in the fourth quarter of 2012, which presents an increase

of 1.0% compared to the previous year.


Current industrial output index for January 2013 grows by 1.1% compared to the

previous month and 7.9% compared to the same month of the previous year.


The index of overall industrial producer prices for February 2013 grows by 0.8%
when compared to the previous month, and by 2.1% when compared to the same month of
2012.

The abovementioned macroeconomic conditions influence directly the investment behaviour
of industrial enterprises.

Table 1 Industrial Investment activity, measured in %, October 2012.*
Indicators

2006

2007

2008

2009

2010

2011

2012

Growth of investment in industry (during the current year in
relation to the previous one)
Distribution of planned investment
(current year according to following production groups):
- Manufacturing of durable goods

10,5

12,3

-9,1

-36,9 -26,4

-20,0

4,3

2,4

2,2

2,3

1,5

1,2

1,9

1,5

- Manufacturing of non-durable consumer goods

18,3

17,7

18,1

15,6

15,1

18,6

17,0

- Energy and water-related sectors

36,9

35,3

40,8

50,5

52,4

44,0

43,2

- Production of intermediate consumption goods

37,3

38,7

32,2

26,3

26,2

27,3

30,4

5,1

6,0

6,4

6,1

5,1

7,6

7,2

0,0

0,1

0,2

0,0

0,0

0,6

0,7

Expected growth of industrial investment
(in the next year compared to the current one)
Distribution of planned investment
(next year according to following production groups):
- Manufacturing of durable goods

16,4

-2,1

-8,7

-10,6

18,1

17,4

27,0

2,4

2,0

1,6

1,7

1,5

1,7

1,4

- Manufacturing of non-durable consumer goods

15,4

16,0

17,3

11,7

12,5

13,2

10,3

- Production of investment goods
(incl. automobiles, trailers, and semi-trailers)
- Other goods
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- Energy and water-related sectors

40,7

39,9

39,2

54,8

55,7

44,3

51,1

- Production of intermediate consumption goods

37,2

35,1

35,1

26,9

26,4

35,5

31,5

- Production of investment goods
(incl. automobiles, trailers, and semi-trailers)
- Other goods

4,3

6,9

6,6

4,9

3,9

5,0

5,0

0,0

0,1

0,2

0,0

0,0

0,3

0,7

Data source: NSI
* Forecast value for 2012. Survey conducted October 2012.

Unemployment in Bulgaria

In 2013 Bulgaria’s average unemployment rate was 11.3%, which is 1.1 percentage points lower
than the envisaged 12.4%, the press centre of the National Employment Agency announced.
Graph 2 Bulgaria unemployment rate

The registered unemployment rate in January was 11.9% and 12% in February. In the next
months it gradually decreased to 10.7% in August. An increase was reported in the other four
months yet the level from the beginning of the year was not reached.
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The average number of registered unemployed people on a monthly basis was 371,380 people.
In 2012, the number of unemployed people increased by almost 32,000 people, while the
reported increase in 2013 was by 6,843 people.
Unemployment in Bulgaria has been steadily falling since the year 2000.
Unemployment creates economic and social problems. Its main consiquence is the insufficient
production in terms of resource availability of the farm.
The unemployment rate may be reduced by :
A) Improving people awareness of vacancies ;
B) carry out vocational trainings of the unemployed in the most popular areas in programs
financed by social insurance funds ;
B) Job creation by municipalities and other public structures - social workers, maintenance of
cleanliness in the municipal projects;
D) providing full social assistance to the unemployed in one order to enable them to start their
own business;
D ) Legislative adoption of new areas for work (caring for adults and children with disability);.
Inflation is the process of increasing the general level of prices while the money are devaluing.
Consumers seek cheaper goods such as the imported ones, resulting a reduced demand for goods
that are made here. This leads to a decrease in production, the demand for labor and
unemployment. This does not mean necessarily that all prices rise, but their overall level
increases. To understand inflation it is necessary to define the term price level. The price level is
a weighted average price of the goods and services produced in the economy. The consumer
price index is the most widely used indicator of the price level. It is a weighted average of the
consumer basket in a given year relative to the weighted average of the same shopping cart to a
base year .
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Gross Domestic Product of Bulgaria

The gross domestic product of Bulgaria notices strong and Continuous Growth since 1996. The
Gross Domestic Product (GDP) in Bulgaria was worth 53.51 billion US dollars in 2011,
according to a report published by the World Bank. The GDP value of Bulgaria is roughly
equivalent to 0.09 percent of the world economy. GDP in Bulgaria is reported by the the World
Bank. Historically, from 1980 until 2011, Bulgaria GDP averaged 22.5 USD Billion reaching an
all time high of 53.5 USD Billion in December of 2011 and a record low of 8.9 USD Billion in
December of 1996. The gross domestic product (GDP) measures of national income and output
for a given country's economy. The gross domestic product (GDP) is equal to the total
expenditures for all final goods and services produced within the country in a stipulated period of
time. This page includes a chart with historical data for Bulgaria GDP.

Bulgarian investment incentives
Here is the place to summarize the investment incentives in Bulgaria. Here is the list of the
incentives according to which Bulgaria is ranked in the world’s most attractive countries to be
invested in:
1. EU Member
2. Strong economic growth
3. Low labour costs
4. Low costs of doing business
5. Extremely low taxes - (10% tax on corporate profits; 0% corporate tax in high
unemployment areas; 10% flat tax on personal income);
6. Favourable investment legislation
7. Access to EU Structural Funds
There are two classes of eligible investment for investment support depending on the investment
amount:
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Class A: minimum BGN 32 million (Ђ16.3 million);



Class B: minimum BGN 16 million (Ђ8.2 million)

The incentives depend on the investment class obtained include:


Financial aid for construction of physical infrastructure elements for Class A;



Personalized administrative services for Class A;



Financial aid for training aimed at attainment of professional qualification by the hired
staff for both Class A and Class B;



Faster administrative services for both Class A and Class B;



Sale or establishing against consideration of limited real rights on private state or
municipal property, without a tender or an auction both Class A and Class B;

Investment incentives for priority investment projects:


Opportunities for other forms of state aid, institutional support, public-private
partnerships or joint-ventures.

Investment incentives for industrial zones:


Different type of transactions between the investor and the legal entity established for the
purposes of construction and development of industrial zones.



Incentive for manufacturing activities in high unemployment municipalities

The amount of the annual corporate income tax due by entities on their profits from
manufacturing may be partly or fully reduced if the activities are carried out in municipalities
with high unemployment.
There are a number of specific eligibility conditions for applying the incentive (including
conditions imposed under the EU state aid rules).


VAT Incentive for large investment projects
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Entities investing in a large investment project can benefit from a faster recovery of VAT and
self-charge of VAT on importation of certain goods.
There are a number of specific requirements for applying the VAT incentive, including the need
of obtaining authorization from the Bulgarian Ministry of Finance.
Incentives under the Renewable and Alternative Energy Sources Act:


Mandatory purchase at preferential prices of the electricity generated by renewable
energy sources;



Feed-in tariffs set by the State Energy and Water Regulatory Commission;



Connection with priority to the electricity grid;



Certificates of origin;



Eligible for incentives under the Investment Promotion Act (above).
List of major investors in Bulgaria

Bulgaria offers a combination of political and macroeconomic stability and incentives for doing
business: Stable parliamentary democracy; EU, NATO and WTO member; Bulgaria’s currency
is fixed to the Euro under a currency board arrangement; Lowest tax rate and one of the lowest
labor costs in the EU coupled with special incentives for investors; EU funding – more than €8
bn in EU funds over the next years.
List of major investors in Bulgaria
INVESTOR

COUNTRY

SECTOR

GORT SECURITIES

USA, UK

hotels

DUNDEE PRECIOUS METALS

Ireland, Canada

mining

EPIQ

Belgium

electronics

ACTAVIS

Iceland

pharmacy

AES

UK

electricity distribution

AGRIWAY

Cyprus

trade

ALICO/CEN

USA, Cyprus

finance
12

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME
ALLIANZ

Germany

finance

AMERICAN STANDARD

USA, Netherlands

plumbing, sanityware

AMIS

USA

BANK AUSTRIA

Austria

finance

BANK AUSTRIA

Austria

finance

BANQUE NATIONALE DE PARIS

France

finance, hotels

BERG

Spain

metal products

BOYAR INTERNATIONAL

UK

wine production

BREWINVEST

Greece

brewery

CARLSBERG

Denmark

brewery

CEZ

Czech Republic

electricity distribution

CODIX

France

software consultancy

CRONOSPAN

Austria

wood products

CSN TOURISTIC

Germany

hotels

E. MIROLIO

Italy

trade

E.ON

Germany

electricity distribution

EASTSTARCH

Netherlands

food industry

EFEKTEN UND FINANZ

Switzerland

real estate

ENEL

Italy

energy

ENERGO PRO

Czech Republic

power generation

EUROBILLA

Austria

trade

EVN

Austria

electricity distribution

FESTO

Germany

automation

GLASINVEST

Cyprus

glass industry

GRAMER

Germany

automotive supplier

GRECOTEL

Greece

hotel

HEIDELBERGER ZEMENT

Germany

cement industry

HELENIC PETROLEUM

Greece

trade (petrol)

HILTON INTERNATIONAL

USA

hotel

HIT

Germany

trade

HOLCIM (HOLDERBANK)

Switzerland

cement industry

HYUNDAI

Korea

power transformers
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IMMOFINANCE

trade

INTERBREW

Belgium

brewery

ISICLAR HOLDING

Turkey

paper industry

IVAN ZOGRAFSKI

Germany

hotels

KARBO LTD

UK

trade

KAUFLAND

Germany

trade

KERAMIK HOLD./ ROCA

Spain

sanitatyware

KLARINA HOLDING

Luxemburg

food industry

KNAUF

Austria

buildig materials

KRAFT FOODS

USA

food industry

LIEBHERR HAUSGERAETE

Germany

refrigerators manufacturing

LINDE GAS

Germany

industrial gases

LINDNER INTERNATIONAL

Germany

construction

LITASKO

Switzerland

trade (petrol)

LUKOIL

Russia, Netherlands

petrochemical industry

LUXCRAFT

UK

food industry

MARVEX, ITALCEMENT

Italy

cement industry

McDONALDS

USA

restaurants

MECAMIDI

France

power generation

METRO

Germany

trade

MIROGLIO

Italy, Germany

textile manufacturing

MONTUPET SA

France

automotive supplier

NAFTEX (UCOS PETROLEUM),

Cyprus

trade (petrol)

NATIONAL BANK OF GREECE

Greece

finance

NESTLE

Switzerland

food industry

NEWS INC

USA

TV broadcasting

NURSAN OTOMOTIVE

Turkey

automotive supplier

OMV

Austria

trade (petrol)

OTE

Greece

communications

OTP

Hungary

finance

PALFINGER

Austria

mashinebuilding

PIREOSBANK

Greece

finance
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PLENA HOLDING

Luxemburg

building materials

PLEVZEM LTD

Cyprus

cement industry

PRINZESS GROUP

Turkey

hotels

PROCREDITBANK

Germany

finance

RAIFFEISEN BANK

Austria

finance

RAO GAZPROM

Russia

trade

REGENT GROUP

UK

real estate, finance

ROLLMANN & PARTNER

Germany

clothing

SAFIL, Italy

Italy

textile manufacturing

SAP

Greece

information systems

SCHNEIDER ELECTRIC

Germany

electronics

SHELL

UK

trade (petrol)

SIEMENS

Germany

electrical engineering

ŞIŞE CAM

Turkey

glass industry

SKF BEARINGS

Sweeden

metal products

SOCIETE GENERALE

France

finance

SOCOTAB

Switzerland

tobacco processing

SOLVAY

Belgium

chemical industry

SPARKY

Germany

electrical instruments

SUZER HOLDING, MAYR MELNHOF

Turkey, Slovenia

paper industry

SWEDISH MATCH

Sweeden

safety-match manufacturing

TELECOM AUSTRIA

Austria

communications

TOKUDA BANK

Japan

finance

TUMBLEWEED

USA

software consultancy

UMICORE

Belgium, Netherlands copper smelter

UNICREDITO

Italy

finance

VIDEOTON

Hungary

electronics

VIOHALCO

Greece

metal products

VIVA VENTURES (Advent International) Austria

communications

WAZ

Germany

newspapers

WHITEBEAM HOLDINGS

Malta

chemical industry
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WILLI BETZ

Germany

transport

WILLIAM HUGHES

UK

automotive supplier

ZUERICH INVEST

Switzerland

hotels

Share of products from Bulgaria
The share of the Bulgarian export in the world export of the six key industries is not very high
but for period 2008 – 2012 this share is stable and even growing for the export of bicycles and
other cycles. This is also the product group in which the country has the highest share in the
world export – 1.2% for 2012. An important contribution for this relatively high share is
accounted for by the company Cross OOD which is operating in the Municipality of Montana
and is exporting about 98% of its annual production to Germany, Holland, Austria, Switzerland,
France, Denmark, Sweden etc.
Graph 3 Share of products from Bulgaria, 2008 - 2012
1,4%
1,2%
Machinery
1,0%
Electrical and electronic
equpment

0,8%

Food and beverages
0,6%
Bicycles and other cycles
0,4%

Apparel, clothing and
shoes

0,2%
0,0%
2008

2009

2010

2011

2012

Source: International Trade Center

In late 2008-early 2009, the Bulgarian export decreased with rates similar to those of the other
EU countries, which was mainly due to contracted world demand. In 2010 the share of Bulgarian
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exports was restored to its pre-crisis values and for the last two years it is keeping its positive
development.
The fast contraction of the current account deficit is indicative of the high flexibility of the
economy. The current account adjustment resulted in a low deficit of 1% of GDP. Increased
exports of goods and improving cost competitiveness are the main reasons for a better external
position, as well as the structure of exports dominated by basic metals, food and oil products.
The share in EU trade did not dampen in 2009 and Bulgaria continued to gain market share in the
next years. The Bulgarian export improved in 2010 as nominal merchandise export was 33%
higher compared to 2009. It reflected both increase of external demand as well as higher
international commodity prices such as: metals, textiles and food.
Graph 4 Bulgaria’s share in World and EU trade

Source: MF staff calculations based on WTO and BNB data
In 2010 the Bulgarian export registered steady and high growth rates. The sector “Raw
materials” accounted for the largest positive contribution to the dynamics of the export in 2010,
increasing by 37% y-o-y in nominal terms, where ferrous and non-ferrous metallurgy export
expanded the most. The investment goods were the second best performing sector, increasing by
41% due to the continuing recovery in our main trading partners. “Mineral fuels, oils and
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electricity” also posted a high growth of 41% in 2010 with a major contribution from the subsector “Petroleum products”.
Although the export of consumer goods increased less impressively by 20%, it pertained as the
best performing grouping of exported goods in the past few years. The consumer goods export
registered the smallest decrease during the crisis. In nominal values in 2010, compared to 2008,
the export of this group of goods increased by 15.8%. Bulgaria has traditions in agriculture and
food processing and has a still uncovered potential for production and export of bio food and
fuels.
In 2010, the Bulgarian export growth rates are significantly higher than the average for EU
countries. Thus, the country gains higher market share compared to most of the other EU
countries.
In 2010 there is a shift of the geographical structure of the export towards third markets. Some
new markets, mostly Asian were entered by the Bulgarian companies in 2010. For example the
export to China have nearly doubled in 2010 and the export to Turkey increased by 56.6%
compared to 2009. In 2010 these countries have been reemerging from the financial crisis faster
compared to EU and therefore their markets absorption grew faster. Nevertheless, in 2010 EU
absorbed about 61% of the Bulgarian export and this share, although declining from nearly 65%
in 2009, makes EU the largest and most important trading partner for Bulgaria.
Currently Bulgaria is among the top performing countries from the new EU members in terms of
export. The increase of the Bulgarian export remains second only to Lithuania.
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Graph 5 Growth in the export (Q1 2009 – 2010)

Source: Eurostat
Bulgaria’s terms of trade (ToT) have improved in 2010, implying that the country can receive
more imports for a unit of its exported goods or services. There is a slight shift of Bulgarian
export structure towards higher technology products but the main reasons for favorable ToT
developments are in increasing world prices of intermediate consumption goods like metals,
which account for a large portion of Bulgarian exports.
Since the last quarter of 2008 the level of REER deflated by export prices of goods and services
has declined significantly. In this period the Bulgarian economy was affected by the global
financial and economic crisis. The insufficient external demand and accordingly low commodity
prices contributed to the decline in the export prices. The external demand has increased after the
second half of 2009, and the Bulgarian export of goods registered double digit growth rates in
nominal and real terms in 2010, this positive trend continues in the next two years.
REER deflated by export prices is a useful indicator for assessing changes in a country’s external
competitiveness. However the export price index is influenced by the structure of the exported
goods and services, which, in the case of Bulgaria is the high share of raw materials and oil
products.
Overall, the Bulgarian export ranked 65th in the world for 2012, which is an increase of 4 places
in the rankings as compared to 2011. Although Bulgaria does not have leading economic sectors
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that would rocket her to a world leader position of a whole sector, the country performs better in
terms of export of niche products.
For example, Bulgaria is a world leader in the export of cereal grains that are processed in
different ways (rolled or flaked). Here the country has a 20.5% global market share and exports
were estimated at USD 32.5 million for 2012.
Bulgaria is second in the world in the export of sunflower seeds, provisionally preserved
cherries, duck and goose meat and coriander seeds.
According to an analysis of the Bulgarian Industrial Association (BIA), prepared based on data
of the World Trade Organization, Bulgaria is globally in the third place in the world for the
export of raw anode copper, soda and toilet seats and covers. In 2012, Bulgaria exported lids and
seats for toilets totaling to USD 31.03 million.
Native wheat is the 12th most sought after by importers in the world (exports are worth USD 627
million and Bulgaria has a 1.4% global market share). The country's total export of cereals is
over USD 1 billion. Bulgarian refined copper cathode is ranked 13th in the world (with a share of
2.5% and export value of USD 1.6 billion).
The export of Bulgarian cigarettes rank 18th in the world, with a market share of 1.4%. It turns
out that 84% of the Bulgarian cigarettes for export depart to Iraq. Second in interest in Bulgarian
cigarettes ranks Montenegro. With a 1.3% market share, the Bulgarian electricity exports rank
17th in the world.
Top importing countries
Table 2 Top importing countries of the Bulgarian production, thousand euro, 2008 - 2012
Importers

World

Exported
value in 2008

15282366.13

Exported value in
2009

11832900.93

Exported value in
2010

15519393.97

Exported value in
2011

20221501.35

Expo
rted
value
in
2012
2075
9743.
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Germany

1390466.74

1324998.63

1651539.35

2412382.93

Turkey

1345593.26

862436.56

1319545.04

1723284.93

Italy

1282626.04

1097528.29

1504332.57

1720339.85

Romania

1108622.38

1011704.81

1434872.6

1932234.98

Greece

1515992.71

1115876.52

1231243.87

1425007.73

France

626288.93

525594.56

625609.6

857100.65

Belgium

901958.63

666287.78

584746.19

1033736.76

Gibraltar

122226.94

76590.2

339671.92

624500.27

China

110165.12

115031.22

188264.48

292148.69

Russian
Federation
Spain

414734.39

300232.29

441557.83

525706.83

342551.73

376841.85

414102.18

543673.06

Serbia

710665.25

428670.65

583195.61

522079.69

United
Kingdom
Macedonia

320780.38

230664.74

301914.95

378069.12

344437.09

243260.2

329744.87

448106.12

314496.3

230382.95

292547.43

389652.69

Netherlands

217220.14

185834.22

234577.15

359519.19

United States
of America
Poland

238349.9

187291.24

212497.71

262826.49

291832.55

184466.83

266352.44

360970.9

Georgia

132407.47

97232.23

143464.74

229261.86

Area Nes

21008.78

68047.43

137486.83

169875.08

Czech
Republic
Ukraine

135815.94

94379.86

145674.27

217579.21

177399.21

96629.21

197614.67

283360.15

Austria

2123
234.0
5
1952
378.2
2
1761
010.5
2
1668
170.5
7
1491
458.9
8
8236
48.18
7638
92.38
7309
95.62
5940
45.04
5613
34.12
5386
18.65
4804
94.94
3973
61.2
3920
21.73
3796
11.19
3784
61.97
3706
96.54
3626
53.52
2847
25.5
2666
65.25
2537
43.08
2451
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Hungary

143194.94

135867.57

197184.67

255323.09

77.55
2395
99.38

Source: International Trade Center

Graph 5 Share of the top 10 importing countries, %, 2008 - 2012
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The great majority of the main countries to which the Bulgarian companies are exporting their
production are EU member states or geographically close countries (Turkey, Russia). The
country with the highest share of imports is Germany which is a main trade partner of Bulgaria
for decades; other important markets with high shares are Turkey and Italy. Despite of its leading
position in 2008 (9.9%) the share of the Greek import is decreasing fast in the next 4 years,
reaching 7.2% in 2012. This is mainly due to the severe economic and political crisis in the
country and the problems related to it in terms of demand, production, investments, purchasing
power parity etc.
22

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME
After the accession of Romania and Bulgarian in the EU in 2007 the import of Romania is
steadily growing from 7.3% in 2008 to 9.6% in 2011 with some decrease in the last year to 8%.
The highest increase in the share of the imports is registered by Gibraltar (from 0.8% in 2008 to
3.5% in 2012) and China (from 0.7% in 2008 to 2.9% in 2012). This growth makes Turkey,
Gibraltar and China the top three importers of the Bulgarian production outside of the EU.

Prospects for development
Global activity strengthened during the second half of 2013, as anticipated in the October 2013
World Economic Outlook (WEO). Activity is expected to improve further in 2014–15, largely on
account of recovery in the advanced economies. Global growth is now projected to be slightly
higher in 2014, at around 3.7 percent, rising to 3.9 percent in 2015, a broadly unchanged outlook
from the October 2013 WEO. But downward revisions to growth forecasts in some economies
highlight continued fragilities, and downside risks remain. In advanced economies, output gaps
generally remain large and, given the risks, the monetary policy stance should stay
accommodative while fiscal consolidation continues. In many emerging market and developing
economies, stronger external demand from advanced economies will lift growth, although
domestic weaknesses remain a concern. Some economies may have room for monetary policy
support. In many others, output is close to potential, suggesting that growth declines partly
reflect structural factors or a cyclical cooling and that the main policy approach for raising
growth must be to push ahead with structural reform. In some economies, there is a need to
manage vulnerabilities associated with weakening credit quality and larger capital outflows.
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Profil of Montana region

Montana in Bulgaria
The local government of Montana municipality is strongly determined to facilitate and
encourage any constructive business initiative when it comes to local economic development. To
help businesses, the local government offers actual land for investment, business consulting and
professional prepared staff that will help to preserve and expand their business.
Since 1990, Bulgaria has set off on a remarkable journey to economic restructuring, creating
suitable business opportunities for foreign direct investment. Now the country boasts a welldeveloped banking and insurance systems, as well as business agencies and organizations to
facilitate the enterprise. The combination of political and economic stability, the low-costs of
highly-qualified workforce, the strategic location and the business friendly local government
24
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made Montana an ideal investment location in Eastern Europe.

Graph 6 Structure of the labor force - 2003

Due to social and economic structural reforms the number of unemployed persons in Montana
remained relatively high (17.2% on average in 2003) tended to decrease slightly. This in turn
creates an environment full of highly qualified unemployed willing to work. Engineering has
been particularly affected by these changes as more than 1500 people in this industry are
unemployed. On the other hand, in recent years the number of workers in the garment industry,
retailers and those of services in the field of communications and equipment has increased.

Workforce training
Training programs for workers, organized by the Bureau of Labor Montana, training schools and
NGOs contribute for the highly skilled workforce in the city. The Labor Bureau conducts regular
surveys about the needs of the labor market and satisfy the needs of companies with a welltrained workforce. Qualification courses, retraining courses, training in vocational schools and
programs for business - oriented constantly make the employed and unemployed face the needs
of local the businesses and also increase the market sustainability of local workforce.
Montana has got a well developed education system that successfully prepares the students for
local businesses. 23 schools with 805 qualified teachers serve more than 8900 students. Schools
offer a wide variety of technical, business, science and arts courses designed to meet the specific
25

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME
needs of a wide range of businesses. School programs allow the students to focus on specific
areas of the subjects. There are classes in elementary, middle and high schools in order to
stimulate the students' progress.
Since 1990, Bulgaria has set off on a remarkable journey to economic restructuring, creating
suitable business opportunities for foreign direct investment. Now the country boasts a welldeveloped banking and insurance systems, as well as business agencies and organizations to
facilitate the enterprise. The combination of political and economic stability, the low-costs of
highly-qualified workforce, the strategic location and the business friendly local government
made Montana an ideal investment location in Eastern Europe.

Graph 7 Sort of specialized schools

Montana's economy is well developed in different sectors, companies are operating in national
and international markets. These companies take advantage of Montana’s - natural resources,
location and highly skilled workforce. 2127 companies are working in Montana Municipality.
The small companies are dominating - 91% (1939), they employ less than 10 people. 24
companies are employing more than 100 people. However, these 24 companies account for over
80% of industrial the production in Montana. Their mainly production are: batteries, terracotta
and faience products, clothing, transportation systems, bicycles, marble products, fittings, and
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products of the food industry.

Graph 8 Income from sales in the industry over the last decade

Montana boasts many well-established and diverse companies that have successful partnerships
with international companies for investment, production and sales:
.

MONBAT

CROSS

MONBAT is a leading company in Montana

Since 1993 CROSS manufactures sports

that produces over 1 million lead-acid

bikes and mountain bikes that are exported

batteries per year, with sales in Greece,

mainly to the European market, including

Macedonia, Hungary, Belarus, Romania,

the UK, Netherlands, Russia, Finland,

Russia, Ukraine, Serbia, Turkey, England,

Greece, Serbia and Macedonia. CROSS

Norway, Sweden, Czech Republic, South

satisfies its customers by producing a high

America and the Middle East. MONBAT

quality parts for bicycles, and designs within

employs over 450 people who design and

them, which in turn leads to opportunities for

produce

trucks,

comfortable and smooth ride at an affordable

and

price. CROSS employs more than 200

batteries

locomotives,
helicopters.

for

military

cars,
aircrafts

people.
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BERG

FITTINGS .

MONTANA

MONOLIT

It is the largest Spanish investment in

More than 250 employees at MONOLIT are

Bulgaria.

manufactures

mining and processing natural stone blocks

galvanized and cast iron pipe fittings for

that are used for exterior and interior wall

export to the European Union. The company

cladding,

is a leading employer in Montana with over

elements and buildings. Limestone and

600 people working in it. Berg Montana

marble are extracted from 8 quarries owned

Fittings certified with Certificate ISO-9001.

by the company. MONOLIT exports stone

The

company

flooring,

architectural

design

tiles and flooring throughout the world,
including Europe, USA, Canada and the Far
East. Proof of the quality of production is
shown by the use of their products for the
construction of many monuments, buildings,
etc.

Including

stadium

"Wembley"

in

London, England.
АВА Sport

.

BALKAN

Specializes in the design and manufacture of

Bulgarian-Dutch company specialized in

high

harnesses,

manufacturing metal products - networking

parachutes and related accessories for many

racks, wheels, pipe and wire structures for

well-established

export

quality,

comfortable

international

companies.

to

UK,

France,

Austria,

the

Currently the company employs over 70

Netherlands, Germany, Belgium, IKEA -

people. Sales of the production are rapidly

Sweden and Poland. BALKAN currently has

increasing

130 employees and the company has a

around

the

world,

including

Canada, Europe, Japan, Middle East and

Certificate ISO-9001.

USA. Their products have been awarded
international certificate DHV in Germany.
The

company

annually

organizes

competitions in the field.
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.

KERAMIK INVEST

MAI

Over 285 people are involved in the
production of terracotta and faience tiles

Leading enterprise and manufacturer of

produced with high quality finish and sold on

women's clothing, which produces over

the European market. Ceramic flooring has

800,000 garments per year. The company

more than 1 million EUR of investments.

employs over 700 people. The company
works for export to France, Germany,
Belgium, Italy and the Netherlands.
.

MIR

MONT-PIGMENT

The company manufactures specialized steel

The company produces more than 500 tons

structures, conveyors, rollers and more.

of inorganic pigment Balkan Color Ltd and

Through

with

in partnership with Italian Color Trading Ltd

MANNESMANN-DEMAG, DURR, RIELA

exports to Europe. The company employs 30

and ACCO company MIR has increased its

people, who with their high qualification and

production and markets. The company is

the use of modern technology provide high

certified with ISO-9001 Certificate. The

quality outputs. Pigments are designed for

company employs over 200 people.

ceramics, enamel, porcelain, glass, mosaic

its

partnership

cement mixtures and blocks.
TRIMONA

.

VOJNOV & Co.

TRIMONA produces casual, sports shoes and
slippers for 40 years. In recent years,

VOINOV & Co is a leading manufacturer of

TRIMONA received prestigious national

high quality dairy products for Bulgarian

awards for quality and design of the shoes it

market. Currently the company employs

produced. In partnership with European

over 50 people.

companies, they continue to update their
products with new technology and sale in
Bulgaria and Europe. TRIMONA currently
employs 480 people.
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Identification of the products and services
Manufacturing of food and beverages. SWOT and LOED analysis.
Product groups manufactured and exported by sector “Manufacture of Food Products” are
numerous for the region. For this reason, goods and services with export advantages and
export potential are selected on the basis of two main criteria, namely: highest share in the
export of the relative product group combined with a trend of increase over the examined
period. These criteria were applied for the sector as a whole, since no official statistical
information exists on SMEs. Applying the selected criteria to data of the International Trade
Center allowed identifying 15 product groups with export advantages and potential, as
follows:
Bread, biscuits, wafers, cakes and pastries
Meat & edible offal of poultry meat
Cane or beet sugar and chemically pure sucrose, in solid form
Safflower, sunflower/cotton-seed oil & fractions
Cheese and curd
Preserved fruits nes
Chocolate and other food preparations containing cocoa
Sugars, nes, incl. chemically pure lactose etc; artificial honey; caramel
Animal feed preparations, nes
Prepared or preserved vegetables nes (excl. frozen)
Natural honey
Frozen fruits & nuts
Beet-pulp, bagasse and brewing or distilling dregs and waste
Oil-cake nes
Frozen vegetables
The selection of product groups confirms the findings of the Ministry of Economy,
Energy and Tourism, “Economic Policy” Directorate, in outlining the export profile of
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the sector2. The product groups cheese and curd, natural honey, sunflower oil, preserved
meat, sugar and sugar products, bread and bead products, preserved vegetables and fruits,
are identified as the main products exported by sector “Manufacture of food products”.
The largest shares in exports of the sector in 2012 are contributed by the groups of
Bread, biscuits, wafers, cakes and pastries and Meat & edible offal of poultry meat, i.e.
predominantly goods with low value added.

Graph 9 Exports of food products from Bulgaria in 2012 (thousand Euro)

Oil-cake nes
Frozen vegetables
Frozen fruits & nuts
Natural honey
Beet-pulp, bagasse and brewing
Prepared or preserved vegetables (excl. Frozen)
Chocolate and other food preparations containing cocoa
Preserved fruits nes
Sugars, nes, incl chem. pure lactose; artif. honey;…
Animal feed preparations, nes
Cheese and curd
Cane or beet sugar and chem. pure sucrose
Safflower, sunflower/cotton-seed oil
Bread, biscuits, wafers, cakes and pastries
Meat & edible offal of poultry meat
0

20000 40000 60000 80000 100000 120000 140000

Source: International Trade Center

2

http://www.mi.government.bg/bg/themes/sektor-proizvodstvo-na-hranitelni-produkti-c10-510-276.html
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Graph 10 Export of food products from Bulgaria in 2012 and 2013 (thousand euros, third

quarter)

Source: International Trade Center

In the third quarter of 2013, the highest share in the country's exports are oil and fractions of
sunflower and cotton seed, followed by bread, biscuits, waffles, cakes and sweets and
poultry offal and chicken and bread. With the exception of poultry and poultry offal exports
of bread and all the rest of the groups studied products increased compared to the same
quarter in 2012 This fact once again confirms the leading position of this product in the
exporting country and the positive trend of increasing greater increase in their exports.

SWOT ANALYSIS
SWOT analysis is based on the idea of separating the object of strategic analysis from the
environment in which it operates. The object of strategic analysis is viewed in its "strengths”
and “weaknesses”. The environment in which the object of the strategic analysis functions is
differentiated into "opportunities” and “threats”.
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Strengths

Opportunities

o Quality local raw materials as a result of o The sector is among the priority industries
preserved natural environment
selected by the state as having export potential
o Existing traditions in production

o Access to financial support from EU funds

o Skilled workforce

o Public incentives for the formation and
development of clusters

o Geographic proximity to raw materials and
finished products
o Scheduled funding in BSMEPA for export
promotion and participation in exhibitions
o Technological equipment complying with EU
requirements
o Introduced quality standards
o Available capacity of SMEs to produce export
goods
o Presence of a large number of SMEs and
employed in them, providing a basis for
export
o A leading sector in terms of turnover and
value added among the export-oriented
sectors identified by the state
o Good structure of branch
established in the sector

organizations

Weaknesses
Threats
o Lack of reliable information to make informed o Shrinkage of world consumption
management decisions
o Strengthening of barriers to export to non-EU
o Lack of or low-skilled middle management
countries
and qualified foreign trade personnel in
export-oriented enterprises
o Rare and insufficiently high level of
participation in fairs, exhibitions and other
international forums
o Lack of working capital and difficult access
to financing
o Poorly developed forms of cooperation with
foreign partners in the exporting process
o Bulgarian products are not recognizable on
international markets
o The number of companies certified to
international standards is still small, making
export activities difficult
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LOED ANALYSIS
LOED analysis is an instrument that helps identifying how to strengthen the positive
effect of the examined process and to neutralize the negative effects. The word is an
acronym from the letters of words in English - lever, overcome, exploit, and defend. LOED
analysis shows how strengths can be levered, weaknesses – overcome, and how to exploit
the opportunities and defend against the threats identified by the SWOT analysis.

Build on strengths

Use of opportunities

o Promotion of the geographical location o Initiate and fund activities to promote
and the image of the country
exports of SMEs
o Additional improvement of qualification o Establishment and development of export
of specialists in SMEs
consortia (clusters) in the sector
o Improvement of the production base and o Encouraging the participation of foreign
introduction of new technologies
partners in Bulgarian trade exhibitions
o Creation of international partnerships
o Policy to promote export-oriented firms
o Creation of a profile of export-oriented
SMEs in the sector

o Change the rules of financing under the
EU funds in a way that export potential of
enterprises becomes a leading criterion

o Development of mechanisms to support
export of SMEs through various forms
and under various programs, including EU
funds
Overcoming weaknesses

Defend against threats

o Establishment and successful operation of o Improvement of products’ quality
information and regulatory framework to o Searching for opportunities to export to
support the export of food products by
more markets and increase the market
SMEs
share of the country
o Raising the qualification of professionals
in SMEs
o Providing of information to SMEs to
enhance their export potential, e.g.
prioritization of markets, information for
individual foreign markets, offers,
industry analysis, business compasses
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o Creation and implementation of a program
to increase the number of enterprises with
international
certificates
in
sector
"Manufacture of Food Products"
o Conduct advertising campaigns to raise
the recognition of Bulgarian products
o Organizing promotional measures for the
most important markets for the sector
o Development of working procedures for
the Bulgarian foreign trade representations
in favor of SMEs in the sector

The above presented data on analyzed product groups apply to all companies in the sector, and
not only to SMEs. The lack of sufficient statistical information does not allow identifying the
share of SME export in the export of each analyzed product group.

Some orientation is provided by the results of the conducted survey. Companies in the sample
declare that in 2010 they exported mainly dairy products (cheese, cottage cheese, and white
cheese), preserved fruits and vegetables, and chicken meat, which corresponds with the
presumed profile of small and medium enterprises.

According to 85% of interviewed managers, the companies have high production capacity for
the manufacture of export goods. Even some companies not exporting yet but willing to do so
declare the availability of such capacity.

All of the companies (100%) declare that their managerial teams have unanimous will for
making exports. Due to the profile of interviewed companies in the sample, they export final
products with more specific qualities (by suggested classification – raw material, semi-finished
goods, final products), with a high degree of processing and, respectively, high value added. It
can be concluded, therefore, that this is the niche for greater success of SMEs in exports. The
above conclusion is further confirmed by the responses of interviewed managers of SMEs,
who consider high technology level and high level of qualification of personnel in small and
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medium-sized enterprises as the key (most important) factors for export success. These are
also the main prerequisite for creating goods with high value added.

Manufacturing of machinery. SWOT and LOED analysis.
We can deduce that after the considerably improved average levels of export performance of
the Bulgarian industry in 2011, during the past 2012 one can note a slow-down in recovery;
the latter can nonetheless be considered a stabilising and a relative increase of the levels
achieved.

The problems that remain are: the faster growth of imports (hence the related growth in the
negative foreign trade balance); as well as the industries that are leading in terms of total value
exported while representing branches with low added value of production – in fact the ones
lagging behind in volume, as well as annual growth are sectors such as machinery, equipment
and finished products, compared to the leading mineral fuels, raw and crude materials.
The industrial and market indicators have their inevitable and specific influence over the
manufacturing industry. We will examine the main economic indicators for the so-called
Sector C.
We are witnessing a slow recovery, confirmed by the latest data, the same trend that we had
already established last year.

While in 2008 the turnover of the manufacturing industry exceeded BGN 50 billion we see
that only now similar levels are being reached, along with those of added value and total
manufactured production. The only significant difference – 4 years later – is that the
manufacturing industry had been providing employment for 639 thousand people at the end of
2008. This represents a drop of about 100 employees, with enterprises nevertheless being able
to maintain almost identical levels of production while at the same time they spend just as
much on their employees and their remuneration.
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To a large extent this can mean an optimisation of the production processes, such as the one
emphasised originally at the time of last year’s Strategy elaboration. The trend is only
consolidated, as the enterprises are preparedness and adequate planning to use their production
capacities at a higher workload in anticipation of additional orders from the domestic or
international markets. The above macro analysis of the industrial state of the art and business
trends has shown that similar decisions have led from levels of 64-65% average workload of
production capacities in 2009 to about 71-72% by the third quarter of 2011. This data,
however, needs to be analysed in its direct relationship with investment plans, order provisions
and the management of human resources and any related expenditures by examining
enterprises individually.

When dividing industrial enterprises according to the number of their employees we see the
following data (considering that the first four types are the strict subject matter of our analysis:
micro, small and medium enterprises).

The least industrially and economically developed region is the North-West (and North
Bulgaria in general), while the considerably higher levels of employment and income
naturally appeal to and attract more highly qualified staff in the South-West, as well as in
South Bulgaria in general. The forecast for this trend is only to consolidate itself further, as the
mid-term scope of our strategies and the reference frame of the manufacturing industry’s
export performance does not foresee a significant change.

We can definitely conclude that the values are comparable for the past two years, with the
trend representing a slow growth, even if an unstable one, reaching peak indexed values only
in the second half of 2012. This leads to a consolidation of the levels reached – more than
anything – and allows for a timely management of production capacities and resources, rather
than a substantial growth.
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Table 3 Leading products exported by Bulgaria in group 85 (under ITC classification –
electric and electronic) for the period 2010 – 2012,
€ thousand
Product category

Code

'8544
'8507
'8536
'8504
'8537
'8538
'8533

Insulated cables/wires
Electric accumulators
Electric switching devices
(e.g. fuses, switches) up to 1000 V
Electrical transformers, static converters
(e.g. rectifiers)
Boards and panels, equipped with 2 or more
switches or fuses
Parts for boards, panels, switches and fuses
Electric resistor (including rheostats) and similar

Exported
value 2010

Exported
value 2011

Exported value
2012

270,426.58 305,807.88
124,292.93 156,117.53
84,978.6 118,355.71

276,401.01
143,849.82
139,543.73

78,203.93

94,550.31

107,503.06

64,337.54

76,446.23

103,701.6

55,933.97
1,146.18

81,324.05
1,538.59

87,781.18
54,186.18

Data: ITC
According to the above data we see that for 2012 the product group could not maintain the
levels of 2011 (at least not according to the ITC), while we note an increase in the exported
value of switches and fuses, electric boards and panels, resistors and rheostats. It is appropriate
to underline once again the specialisation of the Bulgarian industry as a whole – and of the
SMEs in the sector in particular – that is mostly developed in producing parts and components
for bigger and more complex products of the electric and electronic industry. The problems
and challenges that had been taken note of for the past few years are still in place.

From the MEET 2012 report on Comparative advantages of Bulgarian exporting enterprises
(and their respective manufacturing and export specialisation) we can see that the hightechnological activities with similar advantages represent a very small share of Bulgarian
industry. This trend has been already established and analised in the Export Strategy for the
sector in question; and we will simply hereby emphasise again that out of 18 product groups
analised there are national comparative advantages applicable to only three: photographic and
cinematographic products; cinematographic film; and farmaceuticals. They represent a total of
2.5% of all Bulgarian exports while all the 18 examined product groups amount to 6.0%.

On the other hand the MEET survey does show that there are many more types of hightechnology activities that have the potential to develop into sectors with a comparative
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advantage. Besides equipment and apparatus for measuring, testing and nagivation, there are
those that belong to the telecommunications equipment, farmaceuticals, monitors and
projectors, especially because of their extended presence on the world markets.

What is also important is the fact that the total volume of exports is larger for electrical cables
and printed circuit boards within the group. These are traditionally strong performing hightechnological sectors, while the volume of imported production continues to grow on a global
level. Despite that we are considerably behind in terms of competitiveness in producing
electrical cables and wires when considering the leader Romania, as well as Serbia and
Turkey. For electrodomestic appliances we are also behind leading EU members such as
Slovenia and Poland, but also behing Turkey ad Serbia.

Given the coefficient of 0.8 we can safely claim that a continuous and methodical policy for
development of the production of electric transformers, converters, electrical coils and
chokes could lead to achieving certain comparative advantages. The same value is currently
valid for electrical machines and apparatus as a whole (but with a higher share in the
country’s exports, 1.1%), while for both product groups what is of importance is the extensive
presence on the international markets. The market for electrical transformators and converters
is influenced significally by the Balkan countries (with Croatia as a leader), as well as most of
the recent Member states, and Austria.

Outside and beyond the purely economic considerations of the manufacturing industry
development and the economic activity in question, we should briefly analyse possible
changes in factors such as:


Social developments



Political framework and state of affairs



Smart specialisation – national and regional planning
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Among the most important social processes that influence directly the industry and the
competitiveness of Bulgarian business are social processes such as labour market and
educational developments.

Given the still rising unemployment (see data presented above) one of the expected
consequences is that more qualified and educated personnel find employment more easily.
What is also natural is that employers themselves require and expect such human resources
with view of improving their competitiveness on the global market.

The National Statistical Institute – as we already mentioned above – also carries out its
quarterly surveys regarding difficulties that entrepreneurs experience in their manufacturing
activity and in industrial production in general. The last such survey is dated March 2013.
Table 42 Difficulties experienced in manufacturing (relative share of enterprises)
Factors that impede the activities of the enterprises:
Insufficient domestic demand
Insufficient foreign demand
Competitive imports
Labour shortages, including qualified
Material and/or equipment shortages
Energy shortages
Financing difficulties
Weaknesses in economic legislation
Insecure economic environment
Others
No difficulties

%
%
%
%
%
%
%
%
%
%
%

47.7
33.1
17.6
7.7
6.6
0.6
25.5
20.6
56.1
26.7
6.0

Data: NSI
It is more than comprehensible that economic and financial barriers – such as
insufficient demand, insecure economic environment and financing problems – would be
leading in priority and critical influence on the productivity and competitiveness of exports
of SMEs in Bulgaria. Societal problems, however, are immediately following: weaknesses
in economic legislation and shortages of qualified labour force. Both have been already
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reported in the principal document of last year’s export strategy for the sector and the
industry as a whole.

Let us see, however, data from the NSI for the past two years regarding the educational and
qualification state of the art in Bulgaria.

The differences are not (and could not possible be) drastic between the two years, but what
is obvious is that the problem with the qualified work force remains and even deepens. Or at
least does not head for an improvement.
Government policy undoubtedly influences this aspect, as much as it does economic
legislation.

Most of all, however, at the present time when industrial enterprises – and what’s more
important: the fundamental but very vulnerable SME from the manufacturing branches – are
balancing their fragile recovery, aiming to stabilize their growth and increase exports, most
of all what is needed is continuity in policy. Adhering to stability commitments made to
manufacturers, as well as partners from the EU; supporting priorities of the framework
development plans for the 2014–2020 period; but above all a coherence and continuity that
allow to build upon a political and economic stability.

The European Union in collaboration with its partners from the World Economic Forum in
Davos, experts from the World Bank and other relevant organisations have over the past few
years been looking for a successful model of a sustainable development. The governing
principle that has established itself recently is the one of Smart specialisation as a strategic
approach to economic development that includes most of all a targeted support ofr scientific
research and innovation. The cohesion policy and reaching the Europe 2020 goals for
growth and jobs do foresee a development of a vision, identification of comparative
advantages, definition of strategic priorities and exploitation of intelligent policy for
growth of the potential for development of the separate regions with their current specifics.
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That is namely one of the goals of the new Operational Programmes such as “Growing
Regions”.

A basis for the Strategy for Smart Specialisation is the formation of priorities and directions
for R&D through a factual analysis and self-awareness – industrial and economic
characteristics of the country or region serve to strengthen the capabilities and advantages
already developed with an ultimate goal of strengthening the innovation potential. This
specialisation is a “smart” one because it builds upon the achieved, settling future priorities
and framework for development, as much as the newly accepted overall provisions and
instructions for the ERDF, ESF, Cohesion Fund and a basis for a number or Operative and
Sectoral programmes within the 2014-2020 budget framework.

As we have already established above, as well as in the main Strategic document, Bulgarian
specialisation is mostly in the low-technology and low-innovation economic activities.

Among the leading innovation activities that concern directly the present Actualisation we
find the manufacturing of electrodomestic appliances with a strong presence in the Southwest planning region. Total employment provided by the domestic appliance manufacturing
amounts to 322 people. Out of that number about 2/3 are located in Sofia, a little over 20%
in Blagoevgrad, with Plovdiv and Varna following.

Among the main suggestions of the MEET and the respective ministry agencies of
competence is the need to “export” such specialisation of high-technological activities
beyond the borders of the South-West planning region, and just as important to promote the
regional Smart specialisation in the phere of a specific high-technological manufacturing or
machines and apparatus.

We can deduce that totally about ¾ of the exports are the result of a manufacturing and
export specialisation but at a lower-technological industrial branch.This should set the
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tone for the strategic guidelines for raising the technological level of the Bulgarian
economy and speeding up the development of the innovation system.
1. A targeted impact on medium- and high-technological sectors which need to occupy
an increasing share of Bulgarian exports. Among the specific economic activities we
should include namely computer and ICT equipment, electronic and optical products, as
well as machine building, mechanics and electronics.
2. A targeted impact on traditionally well-developed sectors of Bulgarian eonomy with
view of preserving market shares and the employment rates in the Bulgarian economy. A
similar definition of a strategic goal with the corresponding measures is offered in the
Action plan attached to the original document for the economic activity.

As part of a similar survey of dispositions among entrepreneurs and society, the National
Statistical Institute has reported the following data for industrial business trends. We
observed the graphical representation of the factors that impede the development of
industrial enterprises, and an important step in outlining the overall picture are the intuitions
and anticipations that entrepreneurs themselves have for their short- and mid-term prospects.
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Graph 2. Anticipated business conditions in industry over the next 6 months (timeframe
2000 – March 2013),
Balance,
%
(26.3=long-term
average)

Data source: NSI
We can see that over the past three years, and in general, the first quarter is usually marked
by good expectations. After its lowest levels at the end of 2008 and beginning of 2009, the
average expectations level has slowly been rising. We can definitely say that the majority
expect a stabilisation of the growth and recovery processes.

Whether this would hold true in the case of SMEs from the sector “Manufacturing of
electric machines and apparatus”, we cannot say with certainty. However, the data that
has been reported in the present update of the strategy for improvement of the export
performance of the economic activity in question leads us to think that more than anything
the outlined trends, processes and development factors are further substantiated. We can
safely affirm that most of the planned measures need to be followed, in order to achieve
stability and functional succession in the policies and the overall approach – for
manufacturing SMEs in general, as well as for those producing electric machines and related
apparatus.

44

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME
Inasmuch that these producers could not influence economic or political environment, the
general development of human resources and their education and training (at least not in a
short-term aspect – they could train further their employees and staff), one of the principal
additional recommendations could regard the motivation of the SME managers to look for
diversified and innovative forms of flexible financial engineering. Not only among
textbook examples of strategic partnerships, distribution options and function sharing. For
that to be achieved we could name some of the already proposed measures from the Action
Plan, with some of the more important being the carrying out of educational campaigns
regarding the possibilities of making use of innovative financial instruments.

Among the principal factors that have characterised the gradual recovery of the Bulgarian
enterprises – and most of all SMEs, not large ones – has been their access to European
Operational and Sectoral Programmes, Framework Programmes for science and
cooperation, innovative financial EU instruments and the like. We could also deem
applicable some of the information activities that give SMEs the possibilities of
participating in an independent project financed under the EU.

Beyond the Structural Funds, managed by the Bulgarian national authorities, worth noting
are the Sectoral Programmes of the European Commission: CIP/COSME, „Connect
Europe”, Erasmus and Leonardo (for education and training), Horizon 2020, Marie Curie
for research, LIFE+ for sustainable resource planning and management.

Should we follow the guidelines of institutions such as the World Bank and the World
Economic forum, it is time to implement an integral strategy for an innovative development
of out industry. The smart specialisation mentioned above includes – on one hand – the
overall promotion of the Economy of Knowledge: stimuli for innovations, patent activity, a
sustainable basis for a research activity, exchange of new technologies and know-how
(which merits a separate Specific Goal in the Action plan).
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Despite the reported slow improvement in industrial integration, there is still the need for
additional stimuls in facilitating the creation of clusters – even if for a specific aspect such
as a marketing effort in entering a foreign market.
For assistance not only with financing but in general, for alternatives for improving their
competitiveness and export performance enterprises could turn to state agencies such as the
BSMEPA, the InvestBulgaria Agency, the Bulgarian Export Insurance Agency, the
Executive Agency “Electronic Communication Networks and Information Systems”.

The same is true for a number of industrial branch organisations: The Confederation of
Employers and Industrialists in Bulgaria (CEIB), BTIC, BIA, BBCM, National Association
of Small and Medium Business, Economic Initiative Union, Bulgarian International
Economic Association, Bulgarian Association of Agencies for Regional Development and
Business Centres, Bulgarian Shipping Transport and Logistics Association, Association
“Club-9000” that deals with certifications; as well as foreign or cooperative ones like the
German-Bulgarian Industrial-Trade Chamber (GBITC), the Italian Foreign Trade Institute
(ICE) in Bulgaria, the offices of the Italian Trade Chamber and a number of others.

SWOT ANALYSIS
SWOT analysis is based on the idea of separating the object of strategic analysis from the
environment in which it operates. The object of strategic analysis is viewed in its "strengths”
and “weaknesses”. The environment in which the object of the strategic analysis functions is
differentiated into "opportunities” and “threats”.
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Strengths

Opportunities

o Quality local raw materials as a result of o The sector is among the priority industries
preserved natural environment
selected by the state as having export
potential
o Existing traditions in production
o Skilled workforce

o Access to financial support from EU funds

o Geographic proximity to raw materials o Public incentives for the formation and
development of clusters
and finished products
o Technological equipment complying with o Scheduled funding in BSMEPA for export
promotion and participation in exhibitions
EU requirements
o Introduced quality standards
o Available capacity of SMEs to produce
export goods
o Presence of a large number of SMEs and
employed in them, providing a basis for
export
o A leading sector in terms of turnover and
value added among the export-oriented
sectors identified by the state
o Good structure of branch organizations
established in the sector
o
o
o
o
o
o
o

Weaknesses
Threats
Lack of reliable information to make o Shrinkage of world consumption
informed management decisions
o Strengthening of barriers to export to nonLack
of
or
low-skilled
middle
EU countries
management and qualified foreign trade
personnel in export-oriented enterprises
Rare and insufficiently high level of
participation in fairs, exhibitions and other
international forums
Lack of working capital and difficult
access to financing
Poorly developed forms of cooperation
with foreign partners in the exporting
process
Bulgarian products are not recognizable
on international markets
The number of companies certified to
international standards is still small,
making export activities difficult
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LOED ANALYSIS
LOED analysis is an instrument that helps identifying how to strengthen the positive effect
of the examined process and to neutralize the negative effects. The word is an acronym from
the letters of words in English - lever, overcome, exploit, and defend. LOED analysis shows
how strengths can be levered, weaknesses – overcome, and how to exploit the opportunities
and defend against the threats identified by the SWOT analysis.
Build on strengths

Use of opportunities

o Promotion of the geographical location o Initiate and fund activities to promote
and the image of the country
exports of SMEs
o Additional improvement of qualification o Establishment and development of export
of specialists in SMEs
consortia (clusters) in the sector
o Improvement of the production base and o Encouraging the participation of foreign
introduction of new technologies
partners in Bulgarian trade exhibitions
o Creation of international partnerships
o Policy to promote export-oriented firms
o Creation of a profile of export-oriented
SMEs in the sector

o Change the rules of financing under the
EU funds in a way that export potential of
enterprises becomes a leading criterion

o Development of mechanisms to support
export of SMEs through various forms
and under various programs, including EU
funds
Overcoming weaknesses

Defend against threats

o Establishment and successful operation of o Improvement of products’ quality
information and regulatory framework to o Searching for opportunities to export to
support the export of food products by
more markets and increase the market
SMEs
share of the country
o Raising the qualification of professionals
in SMEs
o Providing of information to SMEs to
enhance their export potential, e.g.
prioritization of markets, information for
individual foreign markets, offers,
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industry analysis, business compasses
o Creation and implementation of a program
to increase the number of enterprises with
international
certificates
in
sector
"Manufacture of Food Products"
o Conduct advertising campaigns to raise
the recognition of Bulgarian products
o Organizing promotional measures for the
most important markets for the sector
o Development of working procedures for
the Bulgarian foreign trade representations
in favor of SMEs in the sector

The above presented data on analyzed product groups apply to all companies in the sector, and
not only to SMEs. The lack of sufficient statistical information does not allow identifying the
share of SME export in the export of each analyzed product group.

Manufacturing of bicycles and other cycles. SWOT and LOED analysis.
Production of bicycles and other cycles is an area with a very strong competition in the
international market, but also with numerous attractive niches thath can be occupied and
developed (especially in the field of manufacture and export of parts for vehicles).
The structure of the export of bicycles, shows that the sector is characterized by a relatively high
concentration and export specialization in a small number of products. This is a good indicator,
but on the other hand, it requires a constant technological innovation. In order to maintain and
increase the export opportunities for companies in the sector, it is necessary to invest funds for
the development and innovation in order to develop a more competitive and new products to
diversify its product profile.
Thисsector takes а place among the lider, thanks to Cross LTD, which make Montana
region a major exporter of bicycles from Bulgaria and among the first in Europe.
Cross LTD is a Bulgarian Company established in 1995 specialized in bicycle manufacturing.
Both brands – Cross and Crosser are registered trade marks for our bikes and wheels.
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Cross LTD has a designer’s team in house, which responsibility is to develop a wide range of
new models every year. Keeping the brand identity of eаch model is the Cross designers’ first
priority. They achieve this through creating conceptual elaborations, engineering and graphic
designs which are intellectual property of Cross LTD.
The company has 480 qualified specialists involved in management and production processes
and this fact guarantees high reputation of Cross branded bikes inEurope.
There are two factories: in Montana and Vidin where possess warehouse areas and production
halls equipped with special conveyors for bicycles building. Cross LTD has also powder paint
shops for frames and wheels, as well as special high-tech machines for wheels assembling.

Cross LTD produces around 250 000 bicycles per year. About 98% of them are exported
mainly to Germany, Holland, Austria, Switzerland, France, Denmark, Sweden etc.

They we have the most popular in Bulgaria types of bikes like Junior and MTB (26”, 27.5”
and 29”), as well as the best sellers in Europe like Cross, Trekking, City & Urban type of
bikes. Cross LTD produces bicycles for some of the most famous worldwide brands, where
our products are famous with their high quality. This is due to the ISO 9001 standard on one
hand and the components we use for assembling of the bikes on the other hand. These parts
are supplied by well known companies like SHIMANO, SRAM, SUNTOUR, SCHWALBE,
KINESIS, KENDA, PROMAX, SELLE ROYAL, HERRMANS, TEKTRO, MAGIRA,
SELLE ITALIA, AXA, SKS etc.
The basic parts they use - frames, forks, brakes, hubs etc. are light weight aluminum. The
exceptional quality of the Crosser wheels has been gained by using the double wall alloy
profile and Robot machines for wheels assembling. By painting the wheel and the frame in the
same color we achieve the unique and complete look of each bicycle.
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By the words of our business partners, the great advantages of our Cross bicycles are their
high quality and the original design which gives them an unique look and increases the
interest in our products.

According to the Association of bicycles in Bulgaria, Bulgarian bikes compete with other
countries in the midrange output. This suggests that the competitiveness of the industry can be
developed in two directions - fill the niche in high-end bicycles and further develop the
quality of our products in the middle class and to achieve a leading position in this range.

Total exports of bicycles from Bulgaria in 2012 amounted to 85 846 thousand, with a growth
of 46% over 2010. In the first half of 2013, according to preliminary data of MTTS the sector
exports 57 330.00 euro. This sum is due to investment in the sector, leading to higher
efficiency and quality of products and better market orientation of companies in the sector.
Bulgarian products in the higher price segment (between 75-85 euro/pcs.) Against the main
competitor of our country – China, which exports cheaper goods (average price of 35 euro/
unit, but has registered imports of 8 euro). Bulgarian production has a very good ratio quality/
price / own design, as Bulgaria is probably the only countru – bicycle manufacturer, where
only 10% of the production is sold on the domestic market.

The sector made a lot of investments to increase the productivity, introduction to innovative
technologies that enhance competitiveness, it is therefore the opinion of the Association of
bicycles in Bulgaria AMBB that Bulgarian producers have more extensive mid-term strategies
for development towards increasing the production units in order to meet the demand in the
EU. No data is clearly defined and applied to the approaches to search for niches with higher
added value, such as bicycles with auxiliary electric propulsion. Very limited number of own
registered trademarks.
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Also, there is the production of unique bikes for extreme mountain biking, racing bikes, but
these niches are not yet with significant economic impact. Only 2-3 of the companies have
certified systems of quality management in accordance with the ISO 9000- for the year 2000.

There is a missing policy on bicycles with auxiliary electric propulsion – Emerging niche in
the global market. There are prerequisites fo the production of key components in Bulgaria,
such as DC motors, batteries and control.

AMBB is positive about the future of the industry, which will grow for sure, because the
Bulgarian bikes are enjoying popularity in the European market already, as the best balance
between price and quality, complete with its original design. Companies invest in R & D to
develop new production of specific lipids missing in Europe. There is a planned
diversification of production in the production of clothing and accessories from the sportelegant line for cyclists of all ages.

Graph. 11 Export of Bulgaria in the sector "Manufacturing of transport equipment other
than motor vehicles"
from the “Manufacturing
of vehicles
with the exception of
ИзносExport
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без автомобили"
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A similar trend for the 2001-2010 period, a permanent increase in exports of bicycles, which
is not affected by the global financial crisis and demonstrates the competitiveness of
Bulgarian products on international markets in 2011, 2012 and the first half of 2013. This is
particularly important for the internationalization of SMEs in this industry. Bicycle
manufacturing marks a change in demand following the global and local trends in economic
and social development.

Bulgaria exported bicycles to 67 countries. Traditional markets, whichcontinue to grow in
2011 and 2012 were Gemany (basic and most important partner), Greece, Holland, Belgium,
Italy, France, Austria, Switzerland and Denmark. For the first half of 2013 it was achieved
export of Bulgarian bikes in 41 countries which proves the existence of established markets
for Bulgarian production.

Bulgaria is exporting to 4 of the top ten iporters of bicycles – Germany, Holland, France,
Belgium, where there is an increasing trend in imports During the first six months of 2013 a
significant increase in the export to the UK (almost sevenfold compared to the first half of
2011.) which was also among the world's top ten largest importers. This data highlights the
correct positioning of our exports and ensure its dynamics in the future.

It is necessary to seek the production and marketing advantages to position more permanently
Bulgarian enterprises sector markets undergong positive economic development and
enhancing the earch of this category.

Prices of Bulgarian bikes are lower than the average prices of all suppliers in a given market,
with the exception of the Italian market. Bulgarian producers should focus their efforts to
improve export performance by offering models and a higher price level.
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In 2012 Bulgaria accounts for 1.2% (compared to 1% during 2011) of world exports of this
commodity and climbs to 13th position (35 in 2010 and 17th in 2011) in the rank-list of world
exporters. Major exporters, export dynamics and positioning of the country for this product
according to the ITC are presented in the following tables.

Table 5 Dynamics of exports of bicycles in the world for 2001 - 2011 Basic Index (base
2001)
Worldwide total
China
Taipei
Holland
Germany
Belgium
Bulgaria
Source: ITC

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

100

107
127

128
143

153
163

169
174

176
187

207
215

257
254

228
213

265
260

300
289

320
316

100

96

106

130

165

151

185

242

217

259

289

316

100

95

133

178

181

204

227

351

368

393

505

415

100

135

160

189

193

262

361

556

593

668

777

803

100

137

150

184

242

196

234

320

278

263

331

316

100

280

541

775

986

1278

1630

1945

1846

2293

3178

4293

Compared with the leading 5 exporters, Bulgarian bicycle exports grew at a much faster pace,
developing dynamically during the entire period and continuously increased, reaching an
increase of almost 43 times in 2012.

SWOT ANALYSIS
SWOT analysis is based on the idea of separating the object of strategic analysis from the
environment in which it operates. The object of strategic analysis is viewed in its "strengths”
and “weaknesses”. The environment in which the object of the strategic analysis functions is
differentiated into "opportunities” and “threats”.
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Strengths

Opportunities

o Fixed exchange rate, predictable and o The sector is defined as export-oriented,
worldwide
adopted
foreign
trade
according to decision of the Bulgarian
framework
government
o Bulgaria is a part of the unified European o Expert and financial support is envisaged
market in which its major partners
to promote the export on the part of
operate.
EAPSME
o Existing traditions in manufacture and o Project funding from the EU Structural
export of transport means, excluding cars.
Funds.
o Beneficial geographical location – in close o Availability of public incentives
proximity to raw materials and consumers.
establish of export-oriented clusters
o High added value of production
o Competitive cost of labour

to

o Financial stability in Bulgaria, which is a
prerequisite for intensification of foreign
contacts

o Export orientation of the “Production of
o Access to new markets under preferential
transport vehicles, excluding cars” sector
arrangements
in
accordance
with
o Good image of the export in this sector
commercial agreements signed by the EU
o Strong branch organisations (BBCM, o Making the Bulgarian presence in
Association of bicycle manufacturers,
international markets more effective
which is a member of the European
through strategic partnerships between
COLIBI/COLIPED )
Bulgarian
companies
and
active
collaboration and cooperation with world
o Good technological base in most
leading companies
companies
o Good level of cooperation with o Improving the image of the country in the
markets important to the SMEs in the
international partners
“Production of transport vehicles,
o Outsourcing
of
big
international
excluding cars" sector - Germany, Italy,
companies within the sector
Poland, Romania, Turkey, etc.
o Good export quality; increasing the share o The increased protection of designs and
of goods in the high price segment
trademarks, as a result of EU policy
enables companies to feel more secure in
o Availability
of
good
wide-lane
their pursuit of develop their own product
infrastructure in the country.
o Increasing the qualification level and
competence of Bulgarian specialists in the
field of export marketing
o The priorities of the Europe 2020 strategy
to promote "green" production and
alternative means of transport
o EU initiatives to support SMEs (founded
DG "Enterprise and Industry):
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o The „Enterprise Europe“ network
o the „Competitiveness and Innovations”
programme (CIP)
o Bureau to support SMEs (from the smaller
Member States) in China
o Implementing the financial instrument
JEREMIE in Bulgaria to support SMEs

Weaknesses
o Low
level
of
certification
of o
manufacturing SMEs, which lowers their
export opportunities
o
o Low
share
of
investment
in
manufacturing, generating direct export
resource
o
o A small number of specialists with
experience in foreign trade

Threats
Possible deepening of the crisis in the
Euro zone
Negative growth in the global demand due
to the expected second wave of global
economic crisis
Strong
competitive
pressure
and
extremely dynamic global market as a
result of liberalization

o Insufficient experience at the firm level in o More barriers restricting the access to
the development of marketing strategies
non- EU target markets (for example, by
for export
introducing various restrictive regimes)
o Limited
experience
in
organizing o Heavy dependence on imported raw
participation in national and international
materials and energy entails a risk of
exhibitions
increased costs, growth in commodity
prices in the global market
o Difficulty in providing working capital
for export activity (inter-company debt, o Ineffective policy for export insurance,
credit trouble, too much time for recovery
lack of SME-oriented products
of VAT)
o Little or no reliable information for
o Lack of local production of raw materials
decision making in terms of exports of
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o Poor infrastructure

SMEs

o Insufficient regularly updated information o Reducing the number and effectiveness of
on foreign markets, which is easily
information provided by the Bulgarian
accessible for businesses
trade missions abroad and in particular
about target markets
o High energy intensity of production
o Lack of qualified
engineering staff

technical

o Lack of funds for innovation and weak

and o Inadequate administrative capacity and
too complex procedures for absorption of
EU funds

o Too few laboratories accredited for the
certification of compliance with EU
standards
o Inadequate system of education and
training
o Difficult access to finance for SMEs to
provide co-financing of projects of
European Structural Funds

o

LOED ANALYSIS
LOED analysis is an instrument that helps identifying how to strengthen the positive effect
of the examined process and to neutralize the negative effects. The word is an acronym from
the letters of words in English - lever, overcome, exploit, and defend. LOED analysis shows
how strengths can be levered, weaknesses – overcome, and how to exploit the opportunities
and defend against the threats identified by the SWOT analysis.

Build on strengths

Use of opportunities

o Promotion of the geographical location o Initiate and fund activities to promote
and the image of the country
exports of SMEs
o Additional improvement of qualification o Establishment and development of export
of specialists in SMEs
consortia (clusters) in the sector
o Improvement of the production base and o Encouraging the participation of foreign
introduction of new technologies
partners in Bulgarian trade exhibitions
o Creation of international partnerships

o Change the rules of financing under the
EU funds in a way that export potential of
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o Policy to promote export-oriented firms

enterprises becomes a leading criterion

o Creation of a profile of export-oriented
SMEs in the sector
o Development of mechanisms to support
export of SMEs through various forms
and under various programs, including EU
funds
Overcoming weaknesses

Defend against threats

o Establishment and successful operation of o Improvement of products’ quality
information and regulatory framework to o Searching for opportunities to export to
support the export of food products by
more markets and increase the market
SMEs
share of the country
o Raising the qualification of professionals
in SMEs
o Providing of information to SMEs to
enhance their export potential, e.g.
prioritization of markets, information for
individual foreign markets, offers,
industry analysis, business compasses
o Creation and implementation of a program
to increase the number of enterprises with
international certificates in the sector
o Conduct advertising campaigns to raise
the recognition of Bulgarian products
o Organizing promotional measures for the
most important markets for the sector
o Development of working procedures for
the Bulgarian foreign trade representations
in favor of SMEs in the sector

The above presented data on analyzed product groups apply to all companies in the sector, and
not only to SMEs. The lack of sufficient statistical information does not allow identifying the
share of SME export in the export of each analyzed product group.

The most serious barriers to the export, both for individual firms and the sector, in the opinion
of the managers interviewed are related to external factors:
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increased risk in various foreign markets;
Need to upgrade the economic and administrative support to the state to
support the sector in formulating tasks for the new programming period for EU
funding;
unfavourable business environment in Bulgaria.
Technological level, quality of goods and services produced and available human resources in
SMEs are considered as factors dissuasive exports, although this is clearly contrary to the high
priority of measures to support SMEs in the sector for technological modernization of
production and increasing staff qualification.
Measures to overcome difficulties to exports of enterprises and the sector as a whole are
associated mainly with support from state institutions:
Creating a favorable business environment for small and medium businesses;
accreditation of laboratories for recognition of certificates issued to them for
Bulgarian goods according to European standards in EU countries;
greater awareness of companies, assistance in finding foreign partners and
increase contacts;
expansion and renovation of facilities of companies and technological
modernization of production, leading to diversification and lowering
production costs and thus increase their competitiveness in foreign markets;
improving access to finance and reduce interest rates for loans for investment;
increasing investment in human capital;
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Manufacturing of apparel, clothing and shoes. SWOT and LOED
analysis.
The product groups, manufactured and exported in sector “Manufacture of wearing apparel,
including leather apparel, tanning of leather” are numerous. Therefore the selection of product
groups with export advantages and potential was done on the basis of several criteria, namely
highest relative share in the export of the corresponding product group, increase during the
studied period or realized big export volumes before the beginning of the global economic
crisis. The analysis includes also the product groups with relatively stable exports during the
studied period. These criteria were applied for the sector in total, as official statistical
information on SMEs is not available. The application of the selected criteria to data of the
International Trade Centre allows determining the following 13 product groups, which have
export advantages and potential:
„Articles of apparel and clothing accessories, knitted or crocheted”
1. Women's or girls' suits, ensembles, jackets, blazers, dresses, skirts, divided
skirts, trousers, knitted or crocheted
2. Women’s blouses, shirts and shirt-blouses, knitted or crocheted
3. T-shirts, singlets and other vests, knitted or crocheted
4. Jerseys, pullovers, cardigans, waistcoats and similar articles, knitted or
crocheted.
„Articles of apparel and clothing accessories, not knitted or crocheted”
5. Women’s or girls’ overcoats, capes cloaks and anoraks other than those of
heading 6204
6. Men’s or boys’ suits
7. Women's or girls' suits
„Articles of leather; saddlery and harness; travel goods, handbags and similar containers; articles
of animal gut”
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8. Trunks, suit-cases, vanity-cases, executive-cases, brief-cases, school satchels,
spectacle cases, binocular cases, camera cases, musical instrument cases, gun
cases, holsters and similar containers; travelling bags, insulated food bags
9. Articles of apparel and clothing accessories, of leather or of composition
leather
„Footwear, gaiters and the like; parts of such articles”
10. Footwear with outer soles of rubber, plastics, leather or composition leather
and uppers of leather
11. Footwear with outer soles of rubber, plastics, leather or composition leather
and uppers of textile materials
12. Other footwear
13. Parts of footwear (including uppers, whether or not attached to soles other
than outer soles); removable in-soles, heel cushions and similar articles,
gaiters, leggings and similar articles and parts thereof.

The main findings of the analysis of the ranking of Bulgaria in the world export, the export
dynamics, and the position of the country in terms of export of the selected product groups in the
sector are summarized in the table below:

The product groups women's or girls' suits and men’s or boys’, ensembles, jackets, blazers,
dresses, skirts, divided skirts, trousers, bib and brace overalls, breeches and shorts (other
than swimwear) are among the product groups with the largest export volume. Huge demand
and respective supply of this type of commodities determine their more unfavourable
ranking among the analysed products, regardless of their higher added value.
Changes in the export volume of analyzed commodities over the studied 12-years period are
not unidirectional. The most significant growth in exports in 2012 compared to 2001 is
observed in product groups “Women’s or girls’ suits, ensembles, jackets, blazers, dresses,
skirts, divided skirts, trousers, bib and brace overalls, breeches and shorts (other than
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swimwear), knitted or crocheted” and “Women’s or girls’ overcoats, car-coats, capes cloaks,
anoraks (including ski-jackets), wind-cheaters, wind-jackets and similar articles other than
those of heading 6204”, while the group “Other footwear” records the most significant
decrease in export volumes (respectively, the greatest loss of positions in the ranking of
world exporters).
Both at the beginning and at the end of the examined ten-year period the smallest share in
world exports is registered by product group “Articles of apparel and clothing accessories, of
leather or of composition leather” (also accounting for the worst ranking of Bulgaria among
world exporters). It should be concluded therefore that products from the analyzed group do
not answer the demand and preferences of consumers from different foreign trade partnercountries of Bulgaria.
SWOT ANALYSIS

SWOT analysis is based on the idea of separating the object of strategic analysis from the
environment in which it operates. The object of strategic analysis is viewed in its "strengths”
and “weaknesses”. The environment in which the object of the strategic analysis functions is
differentiated into "opportunities” and “threats”.

Strengths
1. Traditions in manufacturing and export.
2. Qualified workforce.
3. Competitive labour cost.
4. Favourable geographical location,
expressed in proximity to raw materials and
main markets (EU countries).
5. Good technological equipment.

6. Good price/quality ratio of manufactured
articles.
7. Flexibility of SMEs in the sector and
adaptability of the production. Specialization
mainly in small series production.

Opportunities
1. The sector is defined as export-orientated.
2. Financial and expert support provided by
BSMEPA.
3. Project funding under EU structural funds.
4. Public incentives for the formation of
clusters, incl. export clusters.
5. Improvement of the image of Bulgarian
wearing apparel and footwear on target and
potential markets and increase in demand.
6. Attraction of new clients and orders as a
result of the crisis in North Africa and the
Middle East.
7. Revision of already concluded trade
agreements with countries which are
perspective markets (for example, Russia).
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8. Strong export orientation of sector
“Manufacture of wearing apparel, including
leather apparel; tanning of leather”. Good
export image, stable positions.
9. Strong branch associations (Bulgarian
association of apparel and textile producers
and exporters, Branch union of the LFFHI)
with good representation in international
associations (for example, EURATEX).
10. Established stable trade relationships
with key EU market for the sector.

8. Availability of EU strategy for
preservation and development of the sector in
the member-countries, particularly these in
Eastern Europe.

Weaknesses
1. Strong dependence on a small number of
clients .

Threats
1. Shrinking of global consumption and
deepening of the global economic crisis.

2. Few professionals with foreign trade
experience.
3. Insufficient experience in the organization
and participation in national and international
exhibitions.
4. Insufficient knowledge for products on
foreign markets.
5. Small number of companies with
registered own trademark.
6. Low labour productivity.

2. Increased competitive pressure.

7. Low level of certification of the
production of SMEs, decreasing their export
opportunities.
8. Difficulties in providing working capital
(VAT, inter-company indebtedness, difficult
crediting).

3. Strong dependence of imported raw
materials. Increase in prices of raw materials
and electricity.
4. Strengthening the import regulations on
non-EU target markets.
5. Inefficient policy regarding export
insurance.
6. Lack of reliable information regarding
export for decision-making in SMEs.
7. Reduction of the number of Bulgarian
trade representatives on the existing markets.
8. Deepening of the human resources crisis in
sector “Manufacture of wearing apparel,
including leather apparel; tanning of leather”.

LOED ANALYSIS
LOED analysis is an instrument that helps identifying how to strengthen the positive effect of the
examined process and to neutralize the negative effects. The word is an acronym from the letters
of words in English - lever, overcome, exploit, and defend. LOED analysis shows how strengths
can be levered, weaknesses – overcome, and how to exploit the opportunities and defend against
the threats identified by the SWOT analysis.

Build on strengths

Use of opportunities
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Build on strengths
Study of non-exporting SMEs in the sector
and analysis of their needs

Use of opportunities
Actualization of already established bilateral
trade agreements (for example with Russia)

Development of profile of export-oriented Creation of networks or clusters for easier
SMEs from sector “Manufacture of wearing entrance and establishment on new markets.
apparel, including leather apparel; tanning of
leather”
Actualization of the strategy for development Support for participation of SMEs in the sector
of sector “Manufacture of wearing apparel, in international and national exhibitions and
including leather apparel; tanning of leather” fairs, such as: the Shoe fair, Riva del Garda,
Italy; the exhibitions in Düsseldorf and Munich,
Germany; PREMIERE VISION, Paris;
MICAM – shoes and leather articles, Milan; the
exhibitions in Guangzhou and Shanghai (leather
and shoes), China
Organizing specialized trainings, addressed
at competitive enterprises, willing to expand
their export activity

Development of special programme for
presenting the manufacturers from sector
“Manufacture of wearing apparel, including
leather apparel; tanning of leather” in
specialized exhibitions, organized in countries
with perspective markets, such as: the
International leather goods fair „Le Show”,
Moscow; the International fashion fair CPM,
Moscow; International Fashion fair Kyiv
Fashion, Kiev, Ukraine; Exhibition for fashion
and apparel, Istanbul, Turkey
Support for introduction of the EU standards in
quality management, working conditions and
environmental management

Overcome weaknesses
Development of annual programme for
working with non-exporting SMEs. Training
in marketing and participation in fairs

Defence against threats
Development of models for entering new
markets by SMEs in the sector

Providing SMEs with access to updated and
useful information (market analysis,
distribution channels, custom and tariff
policy, etc.) in order to promote and support
exports
Supporting the participation in business
delegations and business forums with

Development of working procedures of the
Bulgarian trade representatives, in order to
64

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME
Build on strengths
international participation with view to
establishing contacts and attracting clients.

Use of opportunities
assist the export-orientated SMEs in the sector.

The barriers to internationalization of SMEs in sector “Manufacture of wearing apparel,
including leather apparel, tanning of leather” and the measures preferred by companies for
their overcoming and export promotion are identified and analysed on the basis of the
company survey.

One of the most serious challenges faced by national manufacturers in sector “Manufacture of
wearing apparel, including leather apparel; tanning of leather” is the considerable growth of
international competition as a result of the liberalization of global trade in the last years. The
situation in the new world economy order proves that being competitive on the international
market does not depend entirely on advantages stemming from cheap labor force.
Competitiveness depends on a wide range of factors, resulting in good quality of production at
reasonable prices and high flexibility of companies. On the other hand, the situation on the
international markets, although dynamic, shows a return of many West European assignors,
working until recently in the Far East, to the production on the Balkans and in Bulgaria,
particularly. Obviously, this trend will persist due to the need in prompt, precise and reliable
supplies, as well as of small series production. The EU policy for keeping this production in
Europe also favours the development of the sector in Bulgaria, promising good growth chances
in the following 7-10 years.

Manufacturing of furniture. SWOT and LOED analysis.
The manufacture consists of office and shop furniture, kitchen furniture, other furniture and
mattresses. According to MEET data the companies operating in the field are approximately
1600 companies, most of them situated on the territory of the South-Eastern, South Central and
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North Central planning region.3 Among the companies, dealing with furniture manufacture, the
following may be outlined: Ireli Ltd, Sredna gora PLC, Pirinska mura PLC, Nicrom tubular
furniture PLC, Paralel SLtd, Mebel style Ltd, Ludogorie 19 PLC, Gold Apollo Ltd, TED BED
SPLC, etc.

4

In addition, in particular for the segment of small and medium-size enterprises a

good practice is the companies cooperation in Bulgarian furniture cluster (BFC), aiming at the
realization of export deals and promoting the competitiveness on foreign markets. The main
activity of the BFC is related to the realization of common marketing and increase of the export
results of the Member companies, as well as popularization of the Bulgarian furniture design and
new image creation of Bulgarian furniture on the common markets. 5

The disadvantageous economic conditions have pushed the sector SMEs managers to optimize
their resources and to increase their effectiveness. As a result the reached in 2010 turnover (547
237 thousand BGN), according to NSI data, exceeds by 17 million BGN the values of 2009,
independently of the essential work force shortening. Despite the continuous decrease in the
number of the companies in the sector and the employed in it in 2011, the turnover of the SMEs
in the sector exceeds that from 2010 and has a value of 576 442 thousand BGN. The positive
trend of increase in turnover continued in 2012, when it amounted to 640 961 thousand BGN
Almost 45% of the turnover of the SMEs in the sector in 2012 was realized on the international
market compared to 38% in 2011 and 23% in 2010;

For the period 2001 – 2013 the Bulgarian export of furniture triples in terms of value and reaches
its peak in 2012. The development rates for the studied period as a whole are following those of
the global exports;

3

According to Eurostat data in 2009 in sector “Manufacture of furniture” a total of 2397 small and medium-size
enterprises are operating in Bulgaria, out of which a total of 1865 are micro-size enterprises.
4
According to MEET showing data for examples of well developed enterprises in sector “Manufacture of
furniture”. The fact that major part of given companies are large ones should be considered.
5
Additional information is available on the official website of the Bulgarian Furniture Cluster
www.furnitureclusterbg.com
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Sector “Manufacture of furniture” disposes of quality and recognized products, exported to
traditional markets mainly in Western Europe and the USA, as for example seats and other
wooden furniture of a kind, used in dining rooms and living rooms;

Within the structure of the Bulgarian export for the whole period 2001 – 2012 largest is the share
of the products from group 9403 “Other furniture and parts thereof” – 27.4%, followed by
groups 9401 “Seats” with 42.5% and 9404 “Mattresses supports and mattresses frames” – with
15.9%. In the third quarter of 2013, first released group is 9401 'Seating furniture' with 47%
followed by a group of 9403 "Other furniture and parts thereof" - 24.4% and 9404 "Springs bed
and mattress" - 10 , 4%;
Based on the analysis it is concluded that there is no change in the main markets defined in the
accepted Strategy for the sector.
The export of the commodity products produced by the companies in the sector is developing
according to the trends identified in the forecast for the sector, developed in the Strategy from
2012.

SWOT ANALYSIS
SWOT analysis is based on the idea of separating the object of strategic analysis from the
environment in which it operates. The object of strategic analysis is viewed in its "strengths”
and “weaknesses”. The environment in which the object of the strategic analysis functions is
differentiated into "opportunities” and “threats”.

67

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME
Strengths

Opportunities

o Quality local raw materials as a result of o The sector is among the priority industries
preserved natural environment
selected by the state as having export
potential
o Existing traditions in production
o Skilled workforce

o Access to financial support from EU funds

o Geographic proximity to raw materials o Public incentives for the formation and
development of clusters
and finished products
o Technological equipment complying with o Scheduled funding in BSMEPA for export
promotion and participation in exhibitions
EU requirements
o Introduced quality standards
o Available capacity of SMEs to produce
export goods
o Presence of a large number of SMEs and
employed in them, providing a basis for
export
o A leading sector in terms of turnover and
value added among the export-oriented
sectors identified by the state
o Good structure of branch organizations
established in the sector
o
o
o
o
o
o
o

Weaknesses
Threats
Lack of reliable information to make o Shrinkage of world consumption
informed management decisions
o Strengthening of barriers to export to nonLack
of
or
low-skilled
middle
EU countries
management and qualified foreign trade
personnel in export-oriented enterprises
Rare and insufficiently high level of
participation in fairs, exhibitions and other
international forums
Lack of working capital and difficult
access to financing
Poorly developed forms of cooperation
with foreign partners in the exporting
process
Bulgarian products are not recognizable
on international markets
The number of companies certified to
international standards is still small,
making export activities difficult
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LOED ANALYSIS
LOED analysis is an instrument that helps identifying how to strengthen the positive effect
of the examined process and to neutralize the negative effects. The word is an acronym from
the letters of words in English - lever, overcome, exploit, and defend. LOED analysis shows
how strengths can be levered, weaknesses – overcome, and how to exploit the opportunities
and defend against the threats identified by the SWOT analysis.

Build on strengths

Use of opportunities

o Promotion of the geographical location o Initiate and fund activities to promote
and the image of the country
exports of SMEs
o Additional improvement of qualification o Establishment and development of export
of specialists in SMEs
consortia (clusters) in the sector
o Improvement of the production base and o Encouraging the participation of foreign
introduction of new technologies
partners in Bulgarian trade exhibitions
o Creation of international partnerships
o Policy to promote export-oriented firms
o Creation of a profile of export-oriented
SMEs in the sector

o Change the rules of financing under the
EU funds in a way that export potential of
enterprises becomes a leading criterion

o Development of mechanisms to support
export of SMEs through various forms
and under various programs, including EU
funds
Overcoming weaknesses

Defend against threats

o Establishment and successful operation of o Improvement of products’ quality
information and regulatory framework to o Searching for opportunities to export to
support the export of food products by
more markets and increase the market
SMEs
share of the country
o Raising the qualification of professionals
in SMEs
o Providing of information to SMEs to
enhance their export potential, e.g.
prioritization of markets, information for
individual foreign markets, offers,
industry analysis, business compasses
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o Creation and implementation of a program
to increase the number of enterprises with
international
certificates
in
sector
"Manufacture of Food Products"
o Conduct advertising campaigns to raise
the recognition of Bulgarian products
o Organizing promotional measures for the
most important markets for the sector
o Development of working procedures for
the Bulgarian foreign trade representations
in favor of SMEs in the sector

The above presented data on analyzed product groups apply to all companies in the sector, and
not only to SMEs. The lack of sufficient statistical information does not allow identifying the
share of SME export in the export of each analyzed product group.

The barriers to internationalization of SMEs in sector “Manufacture of wearing apparel,
including leather apparel, tanning of leather” and the measures preferred by companies for
their overcoming and export promotion are identified and analysed on the basis of the
company survey.

Conclusions
70

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME
The product groups analysis, an examination of the state of market trends and a
comprehensive analysis of the market actors have led to the outlining of specific measures for
influencing and strengthening the competitiveness of the Bulgarian enterprises in their
international efforts, as well as an improvement in the export-oriented manufacturing of the
Bulgarian companies from the sector.

The study on the products in the the sectors above show that the sectors has the potential to
maintain its importance for the national economy, and in particular for the Bulgarian export,
increasing at the same time its effectiveness.

Maintaining the relative share of the export would mean a significant increase of its value,
since certain revival and development is assumed in other export orientated sectors of the
Bulgarian economy as well. On the other side, the importance of the sector will be retained in
the creation of employment and income growth.
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