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Industry in Bulgaria: State of the Play

Background

The present analysis is carried out in the framework of the project “Strengthening the
industrial trade unions’ role in South East Europe in shaping the industrial policy agenda in
the light of the objectives of Europe 2020” (VS/2015/0238). The report follows a
methodological approach, discussed and approved by the project coordinator. The information
gathered is based on desk research of national and European policy and research documents
(the sources are presented in the references list') and interviews 2 (list of interviews is
included in the Annexe)® and discussions carried out in 2016 with representatives from the
trade union federations, members of industriAll European Trade Union and EFFAT in
Bulgaria. This version of the report is revised on the basis of the comments formulated by the
participants of the Sub-regional Workshop on Industrial Policy in Bulgaria and Romania, held
in Bucharest on the 19 — 20 of January 20174. This SWOT analysis for Bulgaria will serve as
a basis for the industrial policy recommendations and the trade union action plans, envisaged
in the project.

The structure of the report is the following: after a short presentation of the economic and
political context in the country the industrial development is analysed. The third section
focuses on human resources and skills. The fourth section discusses industrial policy and
main tools mobilised. On the basis of the analysis is compiled a SWOT analysis® in the fifth
section.

1. Introduction: economic and political developments setting the context
Bulgaria entered the European Union (EU) since 1% of January 2007, but it is still among the
poorest members of the union. However, the EU membership has ensured the access to a large
market and has represented a positive signal to foreign investors. In this perspective EU
membership is considered as an opportunity for the country’s industry.

The economy of the Bulgaria experienced significant changes during the post 1989 period.
The decade of the 1990s was characterised by the political instability (recent changes of
governments and orientation), economic and financial crisis (hyperinflation, drastic reforms)
and social difficulties (high unemployment, poverty). Since the introduction of the Currency
Board in 1997, and the following macroeconomic stabilisation, the country experienced a
period of robust growth (till 2008), followed by the crisis (2009 - 2011) and modest recovery
since then (see evolution of the main economic indicators in Annexe).

! The existing documents are analysed critically and trade union perspectives are underlined. The results of some
of the cited indexes should be examined with a caution; however they could provide useful indications, e.g. in
terms of innovation, etc.

2| would like to thank all the respondents for the time dedicated and their valuable feedback.

3 The interviews were carried out, according to a common guideline, sent in advance to respondents.

41 would like to thank Corrina Zierold, Anne-Marie Mureau and all the Bulgarian participants for their helpful
comments and suggestions.

> SWOT analysis is an analytical method which is used to identify and categorise significant internal (Strengths
and Weaknesses) and external (Opportunities and Threats) factors faced either in a particular arena, such as an
organisation, or a territory, such as a region, nation, or city.
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The macroeconomic stability (see data in table 4 in Annexe) and the relatively predictable
fiscal policy with low tax levels® during the last 15 years are among the strengths for the
development of the Bulgarian industry.

Since 1997 and till 2013, the country was stable politically (three governments were able to
fulfil their four years mandate and one almost completely). From 2013 on there were two
governments and two interim governments and a third one will was appointed in December
2016. The next general elections are scheduled for 26 March 2017. The political instability is
a threat for the industrial and economic development. In general the economic policy of the
country since the end of the 1990s was impacted by neo-liberal oriented agenda and austerity
measures, since the beginning of the 2008-2009 crisis. In this context the government
intervention in areas relevant for the industrial development such as R&D, vocational
education and training, etc. was limited.

Despite that Bulgaria had shown substantial convergence between in the period 2000-2007
(from 29% to 40% of EU27 GDP), just prior to its EU accession, coinciding with the period
of pre-crisis economic boom’, the country has still has the lowest GDP/capita in the EU (the
only country with less than a half of the EU 28 average in 2015 — see fig. 1). During the
1990s, actually a ‘de-convergence’ had taken place and although convergence towards EU
average continued from 2007, its pace had lost its momentum®. According to the last available
data (see fig. 1), Bulgaria GDP growth per capita for the decade 2006 — 2015 was lower than
the growth of countries from Central and Eastern Europe, such as Poland, Slovakia and
Romania.

& While in the 1990s corporate and taxes were relatively high, many countries in the region introduced flat
taxation, including Bulgaria in 2008, one of the lowest in Europe (10%).

7 See Drahokoupil and and Galgoczi, 2014.

8 Op. cit.
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Figure 1 GDP per capita at current market prices, 2005 and 2015 (EU-28 = 100; based on PPS
per inhabitant)
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Part of the explanations for this insufficient performance stem from the overall institutional
environment, characterized by the ‘capture’ of the state by different oligarchic circles, the
perception for widely spread corruption practices (for example the country ranks 69 from 168
countries, according to the 2015 Corruption Perceptions Index?), the unreformed judicial
system?!, the persisting informal economy*?, and so on. These phenomena, addressed also in
the interviews, are weaknesses for the industrial development.

% http://ec.europa.eu/eurostat/statistics-
explained/index.php/File:GDP_per_capita_at_current_market_prices, 2005 and_2015 (EU-

28 %3D_100;_based_on_PPS_per_inhabitant) YB16.pngi#file

10 http://www.transparency.org/cpi2015#results-table

11 In the 2014 country-specific recommendations the Council (28) urged Bulgaria to improve the quality and
independence of the judicial system and to fight corruption more effectively as Bulgaria has made only limited
progress in these areas. Council Recommendation on Bulgaria’s 2014 national reform programme and
delivering a Council opinion on Bulgaria’s 2014 convergence programme.

12 http://www.eurofound.europa.eu/observatories/eurwork/industrial -relations-dictionary/undeclared-work
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2. Industry in Bulgaria: trends of development

The Bulgarian industry was established mainly in the period 1945 — 1989, even if a small
industrial sector was already present during the pre-World War 11 period*®. During the
socialist years, the country focused on the development of heavy industries (metal, steel,
chemical industry and so on), developing in parallel the light industry (food, clothing and so
on). Bulgaria has developed its industrial sector in line with the COMECON (known also as
the Council for Mutual Economic Assistance - CMEA) specialization.

In the years 1989 and 1990 Bulgaria had the second highest share of industry in its GDP
among Central Eastern European countries, much higher than it was the case for developed
market economies in Europe®®. However the industry of the country was particularly hit in the
early transition: it suffered the export orientation towards the market of the former USSR
(65,2% of the exports in 1989) and the collapse of the economic ties from the planned
economy. From this perspective Bulgaria started the transformation process from a
disadvantageous position in comparison to other CEE economies. Bulgaria’s significant
foreign debt on the eve of transition represented another major constraint to the country’s
autonomous economic policy development. External debt was accumulated mainly in 1985—
1990, when it rose from about USD 4 billion to USD 11.2 billion (BNB 1990: 39-41).

During the post-communist transition Bulgaria experienced a process qualified by many
observers as deindustrialization. Already in 1991 the country applied shock therapy, including
price and foreign trade liberalization, demonopolization (granting of autonomy to enterprises
belonging to the former large state-owned complexes), marketization and privatisation. These
processes lead to a drastic initial post-socialist restructuring (closures of companies, massive
redundancies, loss of markets)?*®.

The bulk of the privatisation in Bulgaria started later than in Central Europe and the process
was characterised as long and painful. The changes of political preferences of the Bulgarian
governments lead to the prevalence of one or another privatisation mechanism (joint ventures,
direct sales, mass privatization, management and employees’ buy-outs, foreign direct
investment, and so on). The variety of privatization methods lead to the involvement of
multiple actors (such as foreign investors, local investors, mass privatisation funds, MEBOSs)
in the post-privatisation restructuring®’. In parallel with the privatization, many industrial
companies bankrupted of have been liquidated (including under pressure from the
International financial institutions — IMF and the World Bank). The industry has been almost
entirely privatised between 1996 and the beginning of the decade of 2000%. Since then there
were some cases of re-privatisation (e.g. by foreign investors acquiring the shares of former

13 According to different sources, this industry was not competitive, and mainly targeted the internal market.
14 Number of large companies that do not exist anymore are emblematic for this development, such as steel
producer Kremikovtzi near Sofia, Himko Vratza, Agrobiochim Stara Zagora, and so on.

15 Drahokoupil and and Galgoczi, 2014

18 Kirov, V. ‘Restructurations industrielles en Bulgarie: Strategie des acteurs dans le contexte de

I’integration Europeenne’, in 'Protection sociale et emploi. Regards croises sur la mondialisation en Europe et
en Chine', Alaluf et Krzeslo (eds.), Editions de I'ULB, 2005, pp. 167 — 184

17 Each method having its advantages and disadvantages, see the World Bank, 2006.

18 However privatization of services continued till later.
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privatisation funds or MEBOSs). From the beginning of the years 2000 on, the Bulgarian state
has limited participation in few industrial companies (military production, energy sector). The
post-privatisation restructuring is more or less completed since several years for most of the
economic activities examined in this report. However some further restructuring is envisaged
in mining, energy production among others, according to interviews, carried out.

The fact that privatisation and post-privatisation restructuring are completed is one of the
strength of the Bulgarian industry, according to interviewed trade union representatives.

Structural changes and industrial production

The structure of the industry in Bulgaria experienced significant structural changes all along
the post 1989 period. In the early 1990s many industrial regions were already severely
affected by the large waves of restructuring. Closures of heavy industries and electronics and
computer assembly plants were disastrous, especially for mono-industrial regions dominated
by one large enterprise. During the last 25 years all economic sectors have been subject to
drastic changes.

The recent Eurostat data (see table 4 in Annexe) suggests that industry in Bulgaria has a
relatively stable role in the GVA for the period 2006 — 2015 (respectively 22,3% and 23%)
which is larger than the EU 28 average (20,1% and 19,2%), but lower than its share in Central
and Eastern European countries (CEEC) — e.g. Czech Republic (31,0% and 32,1%) or
Romania (28,2% and 26,4%). The fig. 3 (below) points out also that Bulgaria is well placed in
terms of the industry contribution to value added and employment within EU, but lags behind
most the of new members states from Central and Eastern Europe (CEE).

The largest branches of the industry in terms of their contribution to the Gross Value Added
(GVA) in 2012 (see fig. 2) are food, beverages and tobacco; chemical; metal; machinery and
electronic; textile and clothing, etc. (additional data for the industrial branches is available in
Annexe 3).



Industry in Bulgaria: State of the Play

Figure 2 Manufacturing sectors (GVA at basic prices) - Bulgaria
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Figure 3 Relative importance of manufacturing (NACE Section C), 2013 () (% share of value
added and employment in the non-financial business economy total)
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19 In http://ec.europa.eu/DocsRoom/documents/6723/attachments/1/translations
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Source: Eurostat, 2016%°

In Bulgaria the industrial employment, which in 1990 was 1,498 million, fell significantly in
the early 1990s. Immediately after, employment experienced short periods of stabilisation and
even growth in the period 1995-1996. However it started to decrease again following the
crisis of 1996. It then rose from 2002 and this increase continued till the year 2008.After the
decrease in the first years of the crisis, industrial employment (manufacturing) resumes
growth in 2015 (see table 5 in the Annexe), a trend which is underlined in some of the sectors
examined such as metal and machines. In 2015 the manufacturing industry includes (table 8 in
Annexe) 512 316 employed, including 5448 in the public sector). This represents an increase,
compared to 491 233 in 2012. The structure of employment according to the enterprise size is
similar to the EU figures (table 9 in Annexe).

Within the industry, the situation has been really dynamic in terms of changes. The main sub-
sectors of the Bulgarian industry are metal, chemical, electric, clothing, food, and so on.
Bulgaria, together with Romania has experienced the largest changes in the structure of the
industry during transition, but differences with the average structure of the EU remain high.
Poor performance by industries means that the share of the lower segments of the production
chain is much higher. In addition, the share of labour and resource intensive products in the
exports are significantly higher, while its share of technology and skills intensive products are
lower than the EU average. During the last 15 years no improvement had taken place.

Nevertheless, Bulgaria, together with Romania, are the two countries managed to increase at
greater labour productivity in recent years. This suggests that the process of structural change
in the manufacturing industry towards increasing the participation of sectors with higher
efficiency can be achieved only if the increase in the comparative advantages of these
subsectors - using development model that allows growth export competitiveness in these
sectors.

Internationalization, entry in the GVC and exports
As a small and open economy, Bulgaria is heavily dependent of foreign markets and foreign
investment.

FDIs are considered a powerful tool for the modernization of the industry. Foreign investment
started to increase massively since the end of the 1990s, and with an FDI stock making up
90% of the GDP, after Estonia Bulgaria has the second highest FDI penetration in Central-
Eastern Europe (in the EU, only Ireland has even more), as figure 4 shows. However in terms
of per capita FDI Bulgaria is close to the NMS average, while countries as Estonia and the

20 http://ec.europa.eu/eurostat/statistics-
explained/index.php/File:Figure_2_Relative_importance_of manufacturing_(NACE_Section_C), 2013 (%C2%
B9) (%25 share_of value added_and_employment_in_the non-financial_business_economy_total).png
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Czech Republic have almost double than that. Although FDI stock is very high, FDI did not
play the reindustrializing role as in the Visegrad group?.

Figure 4 Inward foreign direct investment stock in selected countries 1995-2011, in % of
GDP
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Source: UNCTAD, 2012%

Greenfield investments into manufacturing are a key indicator for new investments that
contribute to a re-industrialisation process and may create a potential for future growth and
export performance. Bulgaria has the lowest share of manufacturing in terms of greenfield
investments in CEE (only Portugal that we included for comparison had a lower value), as
figure 5 shows. During the last few years greenfield investment was important in sectors such
as automotive components (such as Canadian Magna, Sensata Technologies, etc.)®.

The pace of the FDIs inflow in the country slows down during the last years — according to
the Bulgarian National Bank statistics, there are significant fluctuations, but the data for 2016
is really modest, compared to previous years (fig. 6).

In summary, while the high foreign direct investment (FDI) is clearly one of the strengths of
the Bulgarian industry, FDI composition does not seem to support a modernisation and
reindustrialisation process.

2L Including Poland, Hungary, Czech Republic and Slovakia.
22 Drahokoupil and and Galgoczi, 2014
23 https://www.ft.com/content/4da3ca06-9a07-11e6-8f9b-70e3cabccfae

10
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Figure 5 Share of manufacturing in greenfield projects
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Figure 6 Net FDIs in Bulgaria 2010 — 2016 (in millions of Euros)
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The composition of manufacturing exports by factor intensity gives an indication for the
specialisation of individual countries. According to the UNCTAD Trade Development Report
(UNCTAD, 2012) Bulgaria has a high weight of labour and resource based manufacturing
products in its exports (31.1%), while the average figure for the EU28 this is just 10.1%. For

24 Op. cit.

11
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Bulgaria labour and resource intensity grew from 1995 to 2000 (with a peak of 45.2%), then
decreased in the last decade to a level still slightly higher than it was in 1995 (29.3%)%.

The exports of the country during the last two years (see table 12 in Annexe) are mainly
designated to the EU (62,2% in 2015) and dominated by machines and metal components,
food and drinks, oil products, etc.

In summary, the increasing exports of the country are certainly a strength of the Bulgarian
industry, however the structure of exports suggests weaknesses in terms of the still important
share of raw materials and low value added products.

Innovation

Innovation boost is identified as one of the key challenges for the Bulgarian industry and
more largely economy. The low degree of innovativeness of Bulgarian enterprises is a “result
of insufficient cooperation between business, academia and universities, small in volume and
inefficient investment in R&D and innovation, and lack of adequate infrastructure and
environment for innovation” (OPIC, 2014: 11).

Different sources indicate the innovation related challenges of the country. According to the
Global Competitiveness Report, in 2015-2016 Bulgaria is ranked 54% (from 140 countries) in
terms of the Global Competitiveness Index, but 94" in terms of innovation and sophistication.

According the Innovation Union Scoreboard, Bulgaria has the lowest level in the EU27?
following Romania and Latvia. In the lastly published European Innovation Scoreboard 2016,
Bulgaria and Romania are the two countries in the group of ‘modest innovators’ and in
general their results over the last few years are mixed (see fig. 7) and not converging with EU
average.

Figure 7. Modest Innovators — Bulgaria and Romania
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% Op. cit.
26 http://reports.weforum.org/global-competitiveness-report-2015-2016/competitiveness-rankings/
27 European Commission, 2013-b

12
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Although according to the EU scoreboard for 2016, the country has made an improvement in
2014 and 2015, its results still equal less than half of the EU average. As a result of the low
innovation activity, there is strong price competition from countries with lower production
costs and a decline in the market share of Bulgarian exports in a number of leading industries
(light industry, food processing, pharmaceuticals, iron and steel production, etc.) (OPIC,
2014).

R&D investment is considered to be crucial for the innovativeness of the country. According
to the Europe 2020 strategy, the national target is 1.5 % of GDP to be invested in R&D (while
the European target is 3 % of GDP to be invested in R&D)?. Even if a positive trend is
observed, the last available data shows that the country is still far from the achieving that
target (0,8% in 2014 compared to 0,57% in 2010).

Energy efficiency

Bulgaria is the less energy efficient country of the EU-28 (see fig 8). There are several
indicators about the low energy efficiency in enterprises: for example the Bulgarian economy
consumes with 77.34% more energy per unit of GDP than the average for EU-27, which is
one of the factors limiting the productivity and competitiveness of enterprises in Bulgaria
(OPIC, 2014, 45).

28 http://ec.europa.eu/europe2020/europe-2020-in-your-country/bulgaria/progress-towards-2020-
targets/index_en.htm

13
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Figure 8 Energy intensity of the economy, 2004 and 2014 (kg of oil equivalent per 1 000
EUR of GDP)
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In addition, Bulgaria made significant efforts to reach the EU 2020 targets in terms of
renewables and for several years supported their development with rather generous
measures®, at the expense of traditional energy production, fact that was criticised by
different stakeholders, trade unions®!. For 2016, the energy mix in Bulgaria includes 18% of
renewables in 2016%.

*k*k

In summary to this section, Bulgaria has number of advantages, but still it is performance in
the field of industry is poor and the country is placed among the ‘modest and stagnating or

29 http://ec.europa.eu/eurostat/statistics-
explained/index.php/File:Energy _intensity_of the _economy, 2004 _and_2014 (kg_of oil_equivalent_per_1 00
0_EUR_of_GDP)_YB16.png

%0 See Kirov, 2012

31 See CITUB, 2014, p. 14

32 http://www.nsi.bg/en/content/5068/share-renewable-energy-gross-final-energy-consumption

14
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declining competitiveness’ group, together with Slovenia, Croatia, Malta, and Cyprus in the
2014 “Member States’ Competitiveness Report: Reindustrialising Europe” .

3. Human resources and skills

The human resources development and skills acquisition in the industry are crucial for its
development and particularly relevant from a trade union perspective®*. The sections below
examine the situation in Bulgaria in terms of demographic development, skills supply, wages
and working conditions and social dialogue.

Demographic change

Bulgaria is one of the countries in the world most seriously hit by the demographic challenge.
As a result of emigration and negative growth, Bulgarian population has decreased during the
transition years. In addition, it is increasingly aging. Different recent demographic forecasts *°
provide rather pessimistic scenarios about the demographic developments in Bulgaria. The
Eurostat projections for the period 2010-2060 state that the population of Bulgaria will
decrease by nearly 27% and the share of the population over 65 will reach over 32.6%.
According to the World Bank estimates, from 2012 to 2050 Bulgaria will have the most
rapidly shrinking working age population in the world.

Thus, the demographic crisis is one of the major weaknesses of the Bulgarian industry in
terms of labour force and skills supply. This negative trend is particularly visible in some
regions of the country. In addition, the ageing population is a pressure for the social security
system.

Skills supply

Traditionally, in Bulgaria there is an understanding that the human resources are well trained
and qualified. Most of the available indicators confirm this conclusion. Secondary school
(secondary education) and college/university (tertiary education) attainment of Bulgarian men
and women rose in the last decade (Eurostat, NSI). The Europe 2020 Strategy focuses on the
skills increase. Among the national targets for Bulgaria it is set that at least 36% of 30-34—
year-olds should complete third level education (ISCED levels 5 and 6) in 2020 (the European
target is 40%). In 2015 with 32,1% Bulgaria is not far from reaching the target.

But if general skills levels are high, there are indications for the existence of specific skills
gap. The Industrial Performance Scoreboard of the European Commission suggests that in
2011 Bulgaria had a lower share of employees (14%) with high qualifications in
manufacturing than the EU27 average of 20%. This fact is also visible from multiple studies

33 http://ec.europa.eu/growth/industry/competitiveness/reports/ms-competitiveness-report_en
3 Including ETUC, IndustryAll
3 Eurostat, News Release, 80/2011 - 8 June 2011, Population projections 2010-2060

15
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and analyses concluding that several sectors in the country lack qualified labour force®.
Although some attempts to address the situation have been done: the recent introduction of
the dual vocational education system (with few pilot projects going on since 2015); the
implementation of analytical tools for the mismatches (e.g. the initiative of employers’
competence.bg); the increasing role of social partners in setting the educational standards to
better respond the labour market needs (through the National Agency for Vocational
Education and Training NAVET), the situation is still problematic.

In summary, the educational attainment of the labour force is increasing (opportunity), but
still a number of sectors and professions suffer the deficit of qualified labour and this is a

weakness and potential threat for the Bulgarian industry (for example investors that could

change their decisions because of the lack of qualified people).

Wages and working conditions

Bulgaria has the lowest labour costs in the EU (figure 9). Compensation of employees (that
includes gross wages and social security contributions paid by employers) in Bulgaria had
been one tenth of the level Luxembourg had but it was also one seventh of the EU average.

Figure 9 Yearly compensation per employee in the EU27, Croatia and Norway, 2010 (Euro,
thousands)
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36 See for example Ramboll, Bottleneck Vacancies in Bulgaria,
ec.europa.eu/social/BlobServlet?docld=12645&langld=en; http://www.segabg.com/article.php?id=753710
37 In Drahokoupil and and Galgoczi, 2014
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The most recent Eurostat data (fir. 10) confirms the fact that wages in Bulgaria are confirming
the fact about the low wage.

Figure 10 - Estimated hourly labour costs, 2015 (EUR)3®
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The cost competitiveness in terms of wages could be strength of the economy in the short
term, according to many economic observers. However in the medium and long term wages
are expected to increase (and have increased during the recent years). From a trade union
perspective however, low wages could not lead to sustainable economic development and
decent work.

Working conditions in Bulgaria have certainly improved during the last years, but still the
situation in number of sectors is risky. The general public perception is that working
conditions deteriorate: 65% of Bulgarians say their working conditions are bad and 47% say

38 http://ec.europa.eu/eurostat/statistics-
explained/index.php/File:Estimated_hourly _labour_costs,_2015 (EUR)_V4.png
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they deteriorated in the past five years, according to a recent Eurobarometer survey®°. The
number of accidents, according to the national statistics is relatively stable in terms of the
number of accidents and working days lost*’. The decreased number of accidents could be
caused by the employment shrinkage, underreporting or improvement of working conditions,
but there is no information to explain such trends.

The finding from the 5th wave of the European Working Conditions Surveys (EWCS) from
2010* confirm that it is possible to see that countries in Eastern Europe are mainly dominated
by poor balanced and low quality jobs (ref. Eurofound 2010, p. 51). Hence, jobs in these
countries are mainly lower quality jobs while the percentage of good jobs is very limited*?.
Examples from different quality of work elements illustrate this trend. Still the job discretion
level is the lowest for the transitional countries. In terms of cognitive demands (defined as
category of job demand that impinge primarily on the brain processes involved in information
processing - e.g. the difficulty of the work) they manage better only compared to the South-
European (SE) model (including Greece, Italy, Spain and Portugal). The environmental risks
are higher in the CEEC, the physical demands (category of job demand primarily associated
with the musculoskeletal system) are also very high, after the countries from Southern
Europe. Only in few areas the situation is better, compared to other regions in Europe, namely
in terms of work intensification — it is the lowest within the transition countries among all
models. The newly published first results from the 2015 EWCS confirm the large share of low
quality jobs but also illustrate some improvements, e.g. concerning the physical environment
(see fig. 11).

Figure 11 Physical environment index (0-100), by country, 2005-2015
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39 http://ec.europa.eu/public_opinion/flash/fl_398 fact_bg_bg.pdf

40 http://www.eurofound.europa.eu/observatories/eurwork/comparative-information/national-
contributions/bulgaria/bulgaria-working-life-country-profile

41 The 6" EWCS wave results, carried out in 2015, will be available soon

42 See also: Convergence and Divergence of Job Quality in Europe from 1995 to 2010. A report based on the
European Working Conditions Survey, EUROFOUND,
http://www.eurofound.europa.eu/sites/default/files/ef _publication/field_ef document/ef1521en.pdf)Convergence
/Divergence Report
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Source: Eurofound®

With few exceptions, wages in the Bulgarian industry are low, compared to all the other EU
countries and working conditions are still problematic even if some elements are improving
compared to previous studies.

Social dialogue

European level statistics point to collective wage bargaining coverage of between 23% and
37% within private sector establishments and suggest a fall in coverage over the past
decade**. In manufacturing coverage is about 30-35%, according to CITUB data.

In parallel to the wage bargaining, trade union are involved in the negotiation of the minimal
thresholds for the social security®. Since 2002 this system addressed successfully the
informal practices in companies. Usually in most of the branches these minima have been
negotiated, for the rest settled by the Ministry of Labour and Social Policy. However during
the summer of 2016, employers withdrew from the negotiations.

The collective bargaining in Bulgaria is carried out at sectoral level and at company level.
Data suggests that collective bargaining coverage is decreasing over the last years. Trade
unions have difficulties in number of companies, because of the antiunion attitudes of
domestic or local employers.

4. Re-inventing industrial policy?
Stakeholders, including the government, businesses, and research institutions need to find
effective mechanisms to agree on priorities, coordinate the required policies, and take action
on education, on supporting innovation, and on research priorities to steer the economy
towards activities with higher value added. 8

After the end of the Socialist State plan, in early 1990s, in Bulgaria there was a widely shared
belief that the invisible hand of the market is sufficient to regulate all the problems. For a
couple of years the industry was considered by many policy makers as a burden for the

3 https://www.eurofound.europa.eu/sites/default/files/ef_publication/field_ef document/ef1634en.pdf

4 http://www.eurofound.europa.eu/observatories/eurwork/comparative-information/national-
contributions/bulgaria/bulgaria-working-life-country-profile

4 Minimum insurance income by economic activities and professions should not be lower than the amount of the
national statutory minimum wage. The social partners have reached an agreement on minimum insurance income
for 2014 for 58 of the 85 economic activities. In the other activities the MII was set by the Minister of Labour.
The minimum insurance income for 2015 is available on the webpage of the National Revenue Agency.

46 http://ec.europa.eu/DocsRoom/documents/6723/attachments/1/translations
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economy*’. In this period stakeholders were focused on privatization, as if the property
change would automatically bring economic and social development.

The European integration of the country stimulated the interest in programming, including in
the domain of the industry. In parallel with the different national development strategies, the
operational programmes for the EU structural funds have been adopted. The most relevant for
the industrial development are certainly those concerning competitiveness.

The Operational Programme "Development of the Competitiveness of the Bulgarian
Economy" (OP DCBE) was one of the seven operational programmes under the National
Strategic Reference Framework for the period 2007-2013. During the first programming
period for Bulgaria under the OP Competitiveness 2007-2013 the amount of 1,162,216
thousand euros has been allocated, out of which 987 883 thousand (85% of the funds)
financed by the EU under ERDF and 174 332 thousand (15% of funds) by national co-
financing (OPIC, 2014).

The OP DBCE is now followed by the Operational Programme “Innovativeness and
Competitiveness” (OPIC). The OPIC 2014-2020 strategy, as a part of the implementation of
the EU structural and investment funds (ESIF) in Bulgaria, according to the Partnership
Agreement 20142020, is closely related to the objectives for Growth and Jobs and Bulgaria‘s
contribution to achieving the three complementary types of growth according to the "Europe
2020".

Figure 12 - Areas of support under Operational Programme “Development of the
Competitiveness of the Bulgarian Economy” 2007- 2013

W Business support
services; 34,6;
4%

B Innovation and
R&Dsupport;
160,7;
17%

u Financial

engineering
instruments; 349
36%

Technology
modernization
and introdecution
® Energy efficiency of OMS ; 312,4;
and green 33%
economy;
91; 9%

| Business

infrastructure and

cooperation; 11;
1%

Source: OPIC, 2014: 33

This Operational programme is considered as ‘an essential tool’ for the implementation of two
national strategies objectives: National Strategy for Promotion of Small and Medium-size

47 This period was characterised as one with ‘deficit of strategic perspective’ (Zhelev, 2014).
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Enterprises 2014 — 2020 (representing the vision of the Republic of Bulgaria on state support
for SMEs in line with the EU policy) and the Innovation Strategy for Smart Specialisation of
the Republic of Bulgaria (R1S3) aiming at ensuring an effective and coordinated management
of innovation processes.

Other programmes*® relevant to the industrial sector are the Operational Programme Human
Resources Development (OPHRD), as well as well as programmes for regional development,
agriculture and rural regions, science and education, environment and so on.

The strategy of OPHRD is based on three pillars — achieving of higher rates of and quality
employment; reducing poverty and promoting social inclusion; Modernisation of public
policies, as well as on the identified basic needs of the target groups of the Programme.
OPHRD addresses the social element of the main goal of Europe 2020 — smart, sustainable
and inclusive growth, namely fostering the economy through high rates of employment
leading to social and territorial cohesion.

Table 1 Priority Axes of OPIC 2014

PRIORITY 1. Technological development and innovations

1.1. Technological development and innovations (—smartl growth) — Thematic Objective 1 of
the Common Strategic Framework;

PRIORITY 2. Entrepreneurship and Capacity for SMEs growth;

2.1. Access to finance for supporting entrepreneurship — Thematic Objective 3 of the
Common Strategic Framework;

2.2. Capacity for SMEs to grow — Thematic Objective 3 of the Common Strategic
Framework;

PRIORITY 3. Energy and resource efficiency

3.1. Energy technologies and energy efficiency — Thematic Objective 4 of the Common
Strategic Framework;

3.2. Resource efficiency — Thematic Objective 6 of the Common Strategic Framework.
PRIORITY 4. Removing bottlenecks in security of gas supplies

4.1. Improving energy efficiency and security of supply through the development of smart
energy transmission systems - Thematic Objective 7 of the Common Strategic Framework

48 See more at https://www.eufunds.bg/
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While EU structural funds measures in the concrete operational programmes are certainly
beneficial for the development of the sectors, covered by the IndustriAll Europe and EFFAT
affiliates in Bulgaria, it should be acknowledged that their resources are limited.

During the recent years there has been also a gradual change in the understanding of the role
of the industry and the need of re-industrialization/ renaissance of the industry. Several
strategic national documents have been adopted (for summary see “The Renaissance of the
Industry in Bulgaria. Overall Analysis”, CITUB 2014). For example, in accordance with the
EC's call for the revival of industry Bulgarian Government, represented by the Ministry of
Economy and Energy (MEE), prepared a draft “Action Plan for the reindustrialisation of
Bulgaria for the period 2014-2015”. The areas for intervention in these policy documents
follow the EU priorities, including: human capital and skills, access to finance, innovations
and R&D in the industrial companies, business environment, entrepreneurship,
internationalization, investments. 20 concrete measures target the improvement of the
functioning of the Bulgarian industrial companies. The major one is the successful entry of
Bulgaria in the context of the common European policy, as the country cannot (or at least it
would be very difficult) conduct an independent industrial policy and due to resource
constraints and eventual conflicts with EU legislation on state aid (CITUB p. 14).

In 2011, the Ministry of Economics presented a sectoral strategy for attracting investments*°.
In this document have been identified areas and clusters with the potential for development.
As a leading sectors for investment are set: electronics, ICT outsourcing, agriculture and food,
transport equipment and machinery, healthcare and pharmaceuticals, chemical industry.

Other strategic documents, such as the Smart Specialisation Strategy of the country®® focus on
areas such as Mechatronics and clean technologies; Information and communication
technologies; Biotechnology; Nanotechnology; Creative industries, including cultural,
Pharmacy and Food industry.

InvestBulgaria Agency (IBA), the government institution providing information, contacts and
project management support to potential investors, states several advantages for investment in
the country (table 2) but their focus is cost competitiveness, something which is not
sustainable from a trade union perspective.

49 http://www.saveti.government.bg/c/document_library/get_file?p_|_id=10822&folderld=37412&name=DLFE-
1415.pdf
%0 https://www.mi.government.bg/files/useruploads/files/innovations/ris3_26_10_ 2015 bg.pdf
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Table 2 Investment advantages of Bulgaria

Bulgaria is strategically located and provides access to the following markets:
South-East Europe — a 122 million inhabitant, high growth market
EU — Bulgaria offers the lowest cost ,

zero tariff access to a 500 million inhabitant market CIS, Middle East and North
Africa

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

Source: InvestBG®?

These examples underline the fact that Bulgaria still misses a long term strategic vision for the
development of the industry, as it has been pointed out in the analysis of CITUB®2. Already in
2014, CITUB analysis recommended the adoption of such strategy, on the basis of large
consolations with stakeholders (social partners, academia) and sectoral strategies for the
sectors with good perspectives. The document proposes number of consensual criteria for the
selection of such sectors. In terms of the selection, the consensus criteria are: the creation of
high value-added products; positions in global markets; prospects for growth; available
technologies; attractiveness for investment; resource availability, the availability of inter- and
intra-sectoral links along the value chain; skilled workforce and creating opportunities for the
creation of new jobs in the branches and related industries/services.

The clear objective for value chain and technological upgrade could certainly take inspiration
from the classification of the Bulgarian industrial branches as high, medium (see fig. 10) or

5L http://www.investbg.government.bg/en/pages/economic-structure-111.html
52 CITUB, 2014, Vazrajdane..., op. cit.
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low, according to their technological level. Even if during the last years there is a positive
increase of the high and medium high technology industrial production, the catch-up rate is
lower than in many CEEC (table 10 in Annexe). In addition, In Central and Eastern Europe
the transition led to large regional development disparities. These disparities reflect the
development of the different economic sectors and gave ground to scholars arguing for the so
called segmented capitalism (Mako and Illessy). Recent data on Bulgaria suggest that those
differences are deepening: few regions have reached the pre-crisis levels, while others are still
stagnating®. The fig. 13 provides illustration of these regional concentrations of industries,
e.g. around Plovdiv, Stara Zagora, Varna and so on.

Figure 13 Regional Specialization of medium technology level production
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However the increasing role of social partners in the industrial policy formulation is not self-
evident. According to a recent Eurofound study, “the role of social dialogue in industrial
policies in Bulgaria is limited as the Labour code clearly defines its scope — the labour and
living standards issues”. The authors underline that social partners, and especially trade
unions, are rarely invited to participate in consultations the structures dealing with the
industrial policy.

53 http://www.regionalprofiles.bg/var/docs/RP2016BG.pdf
54 https://www.mi.government.bg/files/useruploads/files/businessenv/rs_map_2012_bg_r.pdf
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The table 3 suggests that the role and involvement of social partners is marginal or limited in
most of the tools related to industrial policy at the different governance levels.

Table 3 Social partners involvement in industrial policy instruments/interventions at different
government levels (3 = high degree of involvement, 2 = involvement to some extent, 1 = low
degree of involvement, 0 = no involvement.)

Policy instruments: N?tional Regional Local level
evel level
Public investment programmes: o o o |
[Infrastructure [ [ 1 |
Construction 0 0 [ |
lbuilding renovation [ [ 11 |
Other | | | |
lInnovation programmes [ o o |
Support for R&D [ o o |
Cluster promotion [ o o |
[Export promotion [ o o |
lInternationalisation of SMEs [ o o |
Improvement of access to finance: [ [ | |
Loan 1 o o |
lloan guarantee programmes [ o o |
venture capital funding o o o |
Other o o 0 |
Public procurement policies [ o o |
Tax and duty policies I3 o o |
|Adapting the skills base I3 I3 I3 |
_Subs_ic!ies for restructuring/ bail-out of companies 1 0 0
in crisis
Sopigl plans in case of restructuring. Training/re- 5 9 go(rrr?rlJZf; o
training level)
Investment incentives [ o [ |
[Energy efficiency/ energy shift 2 I [ |
[Energy supply security 1 o o |
|Access to raw materials o o o |
[Prices of energy and raw materials 12 o o |
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\Others, please specify below:

removal of regulatory barriers to competition

E o o |

Note: In the most of these policy instruments are involved mainly the employer organisations.
However in most cases their involvement consists of statement

Source: Eurofound®®

However, if involvement of social partners in general is low, there are number of positive
practices in particular branches (metal, metallurgy — see examples in Annexe 3)

5. SWOT - Overall Industry

This section summarizes the strengths, weaknesses, opportunities and threats for the

Bulgarian industry.

Strengths

Weaknesses

Macroeconomic stability (Currency Board)

Relatively predictable and favourable fiscal
policy

Privatisation and restructuring completed for
most of the industrial sectors

Existing heavy and light industry

High foreign direct investment (FDI)
penetration

High Degree of population with higher or
secondary education

Available climate and natural resources for
agriculture and tourism

Cost Competitiveness (lowest labour costs
in the EU) — in the short run

Increasing share of high and medium-high
technology industrial production

Development of clusters

Development of renewables

Corruption practices and ineffective judicial
system

Demographic crisis and ageing population

The share of exports in Bulgaria is lower
than the CEE average

In terms of the share of complex sectors in
exports, Bulgaria has the lowest value
among CEECs.

FDI composition does not seem to support a
modernisation and reindustrialisation
process.

Highest energy intensity of its GDP in the
EU

Productivity per worker is the lowest in the
EU

Bulgaria score in terms of innovation is the
lowest in the EU

Outdated technologies

Educational and skills mismatches

%5 http://www.eurofound.europa.eu/observatories/eurwork/comparative-information/national-
contributions/bulgaria/bulgaria-role-of-social-dialogue-in-industrial-policies
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Solid social partnership in several sectors

Unbalanced energy production policy

Low anticipation capacity for tackling
restructuring in most of the branches

Large share of informal economy
Need for new public procurement legislation
and practices

Improving, but still problematic
infrastructure

Opportunities

Threats

EU membership provides access to the
Single Market and also an important
signalling effect to investors regarding
essential legal guarantees.

Absorption of EU funds

Infrastructure improvement

FDI, especially in high-value added sectors
ICT development

Tourism as a driver

Bio-agriculture

Global/European economic crisis and slow
down

Challenges for public finances because of
ageing (social security)

Shortages of well qualified specialists
Growing global competition

Non-compliance with environmental
requirements

Political Instability
Non reformed judicial system

Lack of feed-back from the labour market to
the (vocational) education and training
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Annexes
Annexe 1 Statistical Data

Table 4 Key Economic Indicators of Bulgaria (2011 - 2016)

Mnpen 2011 2012 2013 2014 2015 2016

Peanex cextop

EpyTeH BEETREWEH NPOOyET
BpyTeH BRTpEILEH NpogyRT MITH. 8. a0 758 82 040 a2 166 83 634 a57T1] Q3 24 631
EpyTeH BERTpEILEH NPOgYET %, YoY 19 0.0 0.9 13 6] Q2 35
FpaitHo noTpetnesne MITH. 8. B3 118 66 642 64 969 66 496 B ET2 ] O3 17 160
BpyTo kanuTancobpasyeane MITH. 8. 17 339 18 001 17 534 17 928 187681 Q3 4 508
WaHOC HE CTOKM M YCNYTH MITH. 8. 47 T4 49 832 53 122 54373 56781 Q3 17 306
BHOC HE CTOKW M YCITYTH MITH. 8. 4T 400 52 485 53 459 55 161 566501 Q3 14 343
Wuchnaywa
MameneHre cnpRMD NpegxoneH nepuon. % 28 42 -16 -09 -0.4 1 0.5
CpegHoraqMuuso naMeHeHns, % ] 42 3.0 0.9 -14 -01 X -0.8
Beapabomuua -
B kpan Ha nepwona (no gaqH Ha Ad) ] 10.4 11.4 11.8 10.7 10.0 1 [E:]
MpomuwnesocT
MHaeks HA NpOM. NP-B0 B KPERA HE NEpUOGE rQG?Ggi 100) 106.7 114.2 112.0 1135 108.9 X 112.9
Wupewc Ha npow. ofopoT B KpaR Ha NepWoaa rEG?Ggi 100) 117.9 121.7 1175 1222 115.3 1 120.0

Source: Ministry of Economics®

Table 5 EU-28 countries industrial production annual change 2001 - 2014

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

EU-28 45 02 058 0 24 15 41 36 -18 -139 68 31 21 05 11
EA-19 51 03 05 03 21 15 42 a8 -18 -151 73 24 24 07 08
Belgium 52 05 26 73 36 63 68 38 -10.1 11 41 21 09 10
Bulgaria 21 47 129 125 71 63 96 04 -18.4 21 59 02 0.1 17
Czech Republic 76 19 37 97 43 87 106 -23 -131 82 59 08 01 50
Denmark $ 18 14 -0.1 -1.1 31 32 -26 -1.7 -148 20 19 0.1 04 08
Germany 56 02 -1.0 05 31 35 57 6.1 00 -16.3 109 72 03 02 13
Estonia 85 87 114 96 1.0 101 64 -48 -239 229 197 15 42 24
Ireland 143 11.0 82 57 12 40 31 52 22 45 75 04 15 22 209
Greece -34 02 05 07 -16 08 23 -42 97 6.1 58 21 32 -20
Spain 44 -14 00 13 16 1.0 39 18 -76 -158 08 17 69 17 13
France 37 04 -16 -1.2 14 05 12 13 32 -142 51 24 26 06 -12
Croatia 14 64 49 33 25 50 43 61 07 -89 -15 -12 53 -20 14
Italy 42 -1.2 -14 -07 -02 07 36 17 -34 -187 68 12 63 32 05
Cyprus : 48 18 -01 15 08 05 47 44 94 17 17 96 -135 09
Latvia 108 73 80 64 75 65 15 32 -18.0 144 88 62 04 09
Lithuania 12 140 45 146 11 78 50 19 47 -138 6.1 66 37 33 02
Luxembourg 47 48 52 48 27 24 03 51 -160 87 20 56 41 61
Hungary 40 32 65 69 72 106 81 08 -175 103 57 -14 15 71
Malta £8 03 48 07 55 74 72 45 <141 86 01 54 53 57
Netherlands 11 10 13 46 04 21 41 07 76 78 07 05 05 3.0
Austria 92 33 07 20 61 43 77 59 13 <113 67 68 03 08 08
Poland 7 05 14 88 130 43 121 95 27 -39 11 67 12 23 34
Portugal 17 04 10 42 -35 31 01 A1 86 16 10 6.1 05 18
Romania 42 02 09 15 A7 99 101 19 51 49 79 25 75 63
Slovenia 72 35 21 09 38 46 64 72 17 178 69 21 05 14 17
Slovakia 36 70 155 36 -08 157 168 146 -1586 82 53 80 52 37
Finland 88 00 14 00 49 -09 104 48 07 -178 53 17 -15 -32 21
Sweden 05 02 16 45 23 36 40 -30 178 87 26 -12 46 A7
United Kingdom 19 -16 -1.7 -0.8 05 -02 07 01 -3.0 -84 3.1 -06 -3.0 02 15
Norway 31 -0.4 -02 -1.8 -1.2 -0.3 -2.1 -1.3 0.2 -35 54 -45 27 -5.0 36
Montenegro -102 -1 106 -11.4
FYROM =31 53 47 -22 70 59 39 51 -87 -48 89 -28 32 48
Serbia 06 16 -29 80 1.2 44 40 11 -125 11 25 -26 60 £86
Turkey 73 85 -11 -104 128 95 24 35 35
Bosnia & Herzegovina 71 110 6.6 42 23 -36 52 0.1
not available

%6 https://www.mi.government.bg/files/useruploads/files/macrobuletin/bg_macro_bulletin_10-2016.pdf
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Figure 14 Bulgarian industrial production

BULGARIA INDUSTRIAL PRODUCTION

2001 2004 2007 2010 2013

Table 6 Gross value added at basic prices, 2005 and 2015 (% share of total gross value
added)

Public

Distributive Professional, administra- Arts,
RIS trades, Information FrreT scientific, tion, defence, entertainment

' . transport, and N Real estate technical, education, and

forestry & Industry Construction _ insurance o - . §
e a_ccommoda. communica- activities  administrative human recreation;

tion and food tion and support health and other
services services social work services (')

activities

2005 2015 2005 2015 2005 2015 2005 2015 2005 2015 2005 2015 2005 2015 2005 2015 2005 2015 2005 2015
EU-28 17 15 201 192 6.1 54 192 190 50 5.0 54 52 107 113 98 108 1384 191 34 Iy
Euro area (EA-19) 1.8 16 206  19.9 6.0 50 193 19.0 47 4.6 51 49 106 114 100 108 183 194 35 35
Belgium 0.9 06 202 163 49 56 213 197 4.1 42 5.6 6.2 8.9 86 115 139 204 225 22 23
Bulgaria 85 51 223 230 6.0 47 214 210 a8 54 59 77 104 105 43 56 185 145 20 25
Czech Republic 24 25 310 321 6.7 57 199 184 49 51 32 42 8.0 8.4 6.5 6.6 150 149 24 21
Denmark 13 11 208 187 54 45 201 188 43 45 5.2 6.4 96 103 7.6 88 221 231 34 36
Germany 0.8 05 255 259 39 45 165 158 4.6 43 53 41 112 109 107 111 173 182 4.3 4.0
Estonia 35 34 212 N2 86 62 246 215 47 6.0 39 4.0 98 101 7T 91 133 159 28 26
Ireland 1.2 10 248 391 9.8 25 158 128 6.9 8.1 97 6.3 6.7 6.7 81 986 182 123 21 15
Greece 4.8 40 135 1286 6.4 26 258 254 39 32 4.7 44 116 172 5.7 345 195 210 4.2 4.1
Spain 30 25 189 170 116 5.5 227 245 45 42 47 39 80 117 6.6 76 162 187 39 4.4
France 19 1.7 160 144 55 54 182 177 54 5.0 38 45 125 {28 122 428 215 230 30 3.0
Croatia 5.0 43 213 212 7.8 50 227 218 4.8 44 59 6.7 88 103 6.4 81 145 152 2.8 31
Italy 22 23 200 188 59 49 207 205 45 36 51 55 119 140 94 93 168 171 35 40
Cyprus 27 24 1041 7.9 100 26 283 287 41 47 6.0 9.4 96 1.1 6.4 89 192 202 36 4.0
Latvia 43 33 162 164 6.7 65 304 252 4.6 438 4.4 4.8 94 125 6.0 77 151 157 29 33
Lithuania 48 33 249 2256 T8 76 282 325 41 32 22 22 6.4 6.3 51 60 143 143 23 20
Luxembourg 0.4 02 108 5.8 58 55 159 166 59 67 265 284 9.3 7.2 86 121 147 158 20 20
Hungary 43 3B 257 274 57 44 173 183 51 51 4.6 36 7.6 7.8 8.1 92 185 178 29 a0
Malta (%) 22 14 162 114 73 44 238 227 54 59 7.6 71 6.5 5.5 T8 123 183 188 49 105
Netherlands 20 1.8 185 134 55 46 202 210 51 48 6.8 74 6.7 59 128 147 200 218 25 26
Austria 14 13 233 219 7.0 64 229 229 36 3.5 4.8 42 92 101 8.0 94 170 174 2.8 2.8
Poland 33 28 252 2641 7.6 81 254 254 44 38 4.0 4.0 6.0 53 6.4 75 153 147 23 2.3
Portugal 26 24 1WT 173 6.9 46 223 251 39 31 6.6 5.4 87 124 6.4 69 224 199 25 29
Romania 9.5 48 282 2684 78 85 210 173 45 6.4 23 39 8.4 91 34 83 125 117 24 3.0
Slovenia 2.6 24 276 273 6.5 55 193 204 4.0 42 4.5 4.2 7.6 6.9 83 100 167 165 30 27
Slovakia 36 40 295 252 6.6 92 230 220 39 45 42 41 6.8 6.7 59 72 137 138 27 36
Finland 26 25 271 206 6.4 63 171 150 50 58 27 28 102 127 6.6 85 196 218 27 31
Sweden 11 14 242 201 55 G4 171 170 54 57 4.3 45 8.6 8.1 7.8 98 232 240 27 3.0
United Kingdom 0.6 07 154 133 6.6 61 183 186 6.3 6.5 7.6 72 125 130 105 123 1385 184 37 39
Iceland (%) 57 62 141 177 108 55 164 178 5.6 47 8.6 7 95 103 6.7 76 201 145 24 3.0
Norway 1.6 18 378 283 47 64 150 154 4.0 a9 39 4.8 7.0 7.3 55 75 184 228 2.0 2.0
Switzerland 0.9 07 217 200 51 55 207 205 43 41 119 9.6 1.0 1.0 7.8 101 180 1982 8.7 9.2
Montenegro (%) 100 133 : 42 : 268 : 5.2 : 5.9 : 8.0 : 4.9 191 : 25
FYR of Macedonia 113 112 176 180 6.2 61 186 214 43 a8 28 36 163 140 18 39 170 133 4.1 27
Albania (%) 215 229 1A 147 175 {100 194 181 52 32 25 29 8.4 7.1 22 a8 105 127 17 27
Serbia 12.0 84 236 257 57 57 179 181 a7 51 23 38 16 109 4.6 57 148 138 37 31
Kosovo (){*) C 143 : 184 : 7.3 © 203 : 24 : 4.8 108 : 24 178 : 0.7

(") Includes also activities of household and extra-territorial organisations and bodies

(*) Industry and professional, scientific, technical, administrative and support senvices: break in series.

(%) 2014 instead of 2015,

(“) This designation is without prejudice to positions on status, and is in line with UNSCR 1244 and the |CJ Opinion on the Kosovo Declaration of Independence
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Source: Eurostat®’

57 http://ec.europa.eu/eurostat/statistics-
explained/images/5/5d/Gross_value_added_at_basic_prices%2C_2005_and_2015_ %28%25_share_of_total_gro
ss_value_added%?29_YB16.png
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Table 7 Employment in Industry (selected years)

2011 2013 2015
Total 2965,2 29349 3031,9
Extractive Industry 26,3 26,0 25,7
Manufacturing 593,0 576,4 597,7
Electricity, gas and 42,9 39,9 39,4
steam production and
distribution

Source : NSI 2016
Table 8 Average number of the employed
2012 2015
Economic Activity Total Public | Private Total Public Private
Sector Sector Sector Sector

Total 2218718 | 558445| 1660273 |2254768| 536846 1717922
Agriculture,forestr
y and fishing 68887 11629 57258 70915 11968 58947
Mining and
quarrying 24641 7108 17533 24617 7406 17211
Manufacturing 491233 6391 484842| 512315 5448 506867
Electricity,gas,stea
m and air
conditioning
supply 31812| 15407 16405| 30248 14791 15457

Source: NSI, 2017
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Table 9 Number of persons employed by enterprise size class, manufacturing

Total SMEs Micro Small Medium-sized Large
{thousands) {% of total)

EU-28 29700.0 59.0 137 19.8 254 4.1
Belgium 514.3 551 113 19.3 245 449
Bulgaria 524.0 67.9 114 23.0 335 321
Czech Republic 12125 57.2 15.4 15.0 26.8 42.8
Denmark 3541 54.3 8.4 19.0 26.9 457
Germany 72203 46.8 6.8 15.8 24.3 53.2
Estonia 104.6 75.0 12.2 239 39.0 25.0
Ireland : : : : : :
Greece 2892 79.3 412 15.6 225 207
Spain 17367 711 207 26.7 238 289
France 3006.0 55.7 14.8 18.7 223 443
Croatia 261.7 62.1 16.0 19.7 26.4 379
Italy 37337 T6.6 245 301 221 234
Cyprus 288 374 354 301 219 12.6
Latvia 120.8 75.9 134 246 378 241
Lithuania 197.9 69.5 11.2 229 354 305
Luxembourg 338 453 41 14.2 270 547
Hungary BE4.7 55.3 127 17.0 256 447
Malta : : : : : :
Netherlands 681.6 68.0 18.1 21.8 31 3.6
Austria 617.4 51.7 8.8 17.3 25.6 48.3
Poland 23475 58.2 15.4 14.5 283 418
Portugal 6374 79.7 19.4 301 302 20.3
Romania 1166.3 55.0 8.0 18.4 286 450
Slovenia 188.8 60.3 16.2 16.0 281 39.7
Slovakia 4405 54.2 18.6 125 231 458
Finland 3520 527 104 18.0 243 47.3
Sweden 635.8 527 122 17.6 229 47.3
United Kingdom 24829 58.8 9.9 207 281 41.2
Norway 2354 59.2 10.6 215 271 40.8
Switzerland 685.8 59.6 9.0 21.2 204 40.4
.- not available

Source: Eurostat (online data code: sbs_sc_ind_r2)

Source: Eurostat, 2016

%8 http://ec.europa.eu/eurostat/statistics-
explained/images/3/38/Table_6a_Number_of persons_employed_by enterprise_size class%2C_manufacturing
_9%28NACE_Section_C%29%2C_2013.png
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Table 10 Industrial Production — Level of Technology

Table 1: Industrial production according to level of
lechnology, annual average growth rates (%)
2005-2011

~orking day adjusted

Technology level
High Medium- Medium- Low
high low

EU-27 33 1.0 04 0.7
EA-17 3.8 0.7 -0.8 -1.0
Belgium 5.1 0.6 04 1.0
Bulgaria 19 3.8 -0.1 -1.4
Czech Republic 54 7.3 1.5 -1.4
Denmark 1.4 1.4 -3.1 -3.2
Germany 6.6 23 1.8 0.1
Estonia 35.1 6.8 -0.1 -1.4
ireland 3.6 3.4 -7.4 -1.1
Greece -2.6 -5.7 5.3 -4.9
Spain 1.5 -2.5 -5.0 -2.9
France 1.4 -1.7 -1.8 -1.1
Italy 04 -2.2 = ¥ 4 -1.8
Cyprus - = = =
Latvia 0.8 9.9 1.0 3.5
Lithuania 52 i 1.3 -0.1
Luxembourg - - - -
Hungary 4.6 40 1.0 -1.1
Maita - - - -
Netheriands 36 1.8 1.3 0.6
Austria 6.8 3.5 21 0.4
Poland 145 8.4 6.9 3.0
Portugal 6.1 -3.1 -0.4 -1.5
Romania 27 127 3.5 1.7
L N

Source:Eurostat®

59 http://ec.europa.eu/eurostat/documents/3433488/5585612/KS-SF-13-001-EN.PDF/f68ec994-79d3-43f2-a7a9-
787h73fdfe7e
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Figure 15 - Energy intensity of the economy — Gross domestic consumption of energy
divided by GDP (chain-linked volumes — reference year 2005) — kilogram of oil equivalent

(kgoe) per 1000 euros — 2002, 2012
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Source:
Table 11. Real Labour Productivity
(thousand EUR per person empioyed) (EUR per hour worked)
2005 2010 2015 2005 2010 2015
EU28 497 510 529 206 309 325
Euro area (EA-19) 557 572 59.0 344 359 378
Belgium 715 730 747 456 472 476
Bulgaria 78 9.1 10.0 47 55 61
Czech Republic 253 280 296 139 156 169
Denmark 752 755 765 510 526 526
Germany 553 566 582 392 407 425
Estonia 210 235 242 105 125 130
Ireland () 732 80.7 1044 389 448 60.0
Greece 441 424 413 206 210 202
Spain 470 50.4 535 272 295 316
France 854 67.0 688 434 443 49
Croatia 248 226 233 . 16 127
Italy 50.7 583 57.2 229 328 332
Cyprus 421 434 438 228 234 244
Latvia 163 1858 211 86 97 11
Lithuania 16.7 202 225 89 10.7 121
Luxembourg 1025 993 100.4 659 653 66.6
Hungary () 202 208 209 101 117 120
Maita - z 2 : :
Netherlands 633 847 675 441 455 475
Austria 63.4 639 645 59 383 401
Poland () 18,0 207 231 86 101 113
Portugal 301 325 334 159 172 179
Romania (*) 105 124 148 57 55 81
Slovenia 310 328 3456 183 195 205
Slovakia 227 283 302 128 157 172
Finland 65.1 659 645 84 395 393
Sweden 69.0 721 747 430 441 463
United Kingdom 56.0 56.4 57.9 335 348 340
Norway 1183 1112 1131 828 780 796
Switzerland 90.3 929 920 542 57.1 587
FYR of Macedonia 8.6 89 8.7 : 2

(') Based on chain linked volumes, index 2010 = 100.
(*) 2011: break in series

(%) Per hour worked, 2010: break in series

(*) 2010: break In series

(") 2012 break in series.

Source : Eurostat®°

80 http://ec.europa.eu/eurostat/statistics-

explained/index.php/File:Real_labour_productivity, 2005, 2010_and_2015 (%C2%B9) YB16.png
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Table 12. Exports, imports of and trade balance of Bulgaria by sections of SITC, (2014 -

2015)
Trade balance -
Exports - FOB Imports - CIF FOB/CIF
2014 || 2015 Change 2014 || 2015 Change 2014 | 2015
Sectors of SITC compared to compared to
. the same period . the same period .
Million BGN of the previous Million BGN of the previous Million BGN
year - % year - %
Total 432335 449495 |4.0 51097.4 |[51549.0 ||0.9 -7 863.9 |-6 599.5
of which EU 26921.1 |29049.4 (7.9 31512.3 |33157.2 (5.2 -4 591.2 |-4 107.8
Food and live animals|4 679.1 ||4857.3 (3.8 3663.0 (3980.9 |8.7 1016.1 ||876.4
of which EU 31684 |3260.5 |2.9 3069.2 31843 |[3.8 99.2 76.2
Beverages and
tobacco 869.3 823.9 -5.2 666.2 733.1 10.0 203.1 90.8
of which EU 296.5 288.2 -2.8 466.9 585.1 25.3 -170.4 |-296.9
Crude materials,
inedible (except fuel) 31129 2953.8 -5.1 4 207.0 4 230.3 0.6 -1094.1 |-1 276.5
of which EU 1881.5 1850.8 -1.6 2597.8 2453.2 -5.6 -716.3 |-602.4
Mineral fuel,
lubricants and related |5 610.7 |4 859.5 |-13.4 10181.1 (80426 |-21.0 -4 570.4 ||-3 183.1
materials
of which EU 1234.6 1388.3 12.4 1871.9 1448.9 -22.6 -637.3 |-60.6
Animals and
vegetable oils, fats 440.8 471.7 7.0 182.9 177.9 -2.7 257.9 293.8
and waxes
of which EU 333.9 323.1 -3.2 139.0 122.2 -12.1 194.9 200.9
Chemical and related |3 9455 ly4373 125 65422 (72384 [106 -2596.9 -2 801.1
products
of which EU 2102.9 25765 |225 5014.9 5533.0 10.3 -2912.0 |-2 956.5
Manufactured goods
classified chiefly by (9 634.7 9 968.6 3.5 8 936.8 87225 -2.4 697.9 1246.1
material
of which EU 6 428.3 6 859.5 6.7 5497.3 5458.3 -0.7 931.0 1401.2
Machinery and 83920 (94008 |[12.0 12789.5 [14006.2 [9.5 -4.397.5 |-4 605.4
transport equipment
of which EU 6 137.3 6891.9 12.3 9915.2 11136.3 |[12.3 -3777.9 |-4 244.4
Miscellaneous i 1375 |7 0582 |96 36508 [4137.9 [13.1 27775 29203
manufactured articles
of which EU 5264.3 5522.7 4.9 2 706.0 2 986.9 10.4 2558.3 |2535.8
Commoditiesand ;17 4, l1984 |63 2689  [2792 |38 -157.5 |-160.8
transactions
of which EU 73.4 87.9 19.8 234.1 249.0 6.4 -160.7 |-161.1

Source: NSI°!

8L http://www.nsi.bg/bg/content/7512/%D0%BF%D0%BE-
%D1%81%D0%B5%D0%BA%D1%82%D0%BE%D1%80%D0%B8-%D0%BD%D0%B0-
%D1%81%D1%82%D0%B0%D0%BD%D0%B4%D0%B0%D1%80%D1%82%D0%BD%D0%B0%D1%82%
D0%BO0-
%D0%B2%D1%8A%D0%BD%D1%88%D0%BD%D0%BE%D1%82%D1%8A%D1%80%D0%B3%D0%BE
%D0%B2%D1%81%D0%BA%D0%B0-
%D0%BA%D0%BB%D0%B0%D1%81%D0%B8%D1%84%D0%B8%D0%BA%D0%B0%D1%86%D0%B8
%D1%8F
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Annexe 2 List of Interviews

Name Trade union federation Confederation | Date
1. Valentina Federation of the Independent | CITUB August 2016
Vassilionova Trade Unions in Agriculture
(FNSZ/FITUA)
2. Valentin CITUB FNSM - KNSB Miners | CITUB August 2016
Valchev Federation of Independent
Syndicates of Miners
3. Vassil CITUB Metalicy CITuB August 2016
Yanachkov
4. Dimitar Federation of the Independeent | CITUB August 2016
Tabakov Trade Unions of the Light
Indusrty
4. Rossitza Podkrepa FLI CL Podkrepa | August 2016
Marinova Federation of Light Industry
5. Ivan Ivanov Podkrepa NF Chemistry CL Podkrepa | August 2016
Chemical Workers' Federation
Podkrepa
6. Stefka Primova | Syndical Federation Of CL Podkrepa | August 2016
Machinebuilders and
Metalworkers
8. Valia Borissova | Food Industry Federation CL Podcrepa | Questionnaire
filled, August
2016

In addition to the interviews carried on, e-mail exchanges have been realised with: National
Labour Federation of Chemistry and Industry (Krassimir Krastev), who has discussed with
Asen Asenov (NTUF Metal-Electro - CITUB)

During the seminar in Romania discussions are held with Anelia lvanova, President of the
Agriculture and Forest Industry Federation PODKREPA (NFZGS)

Despite several attempts, interviews could not be held with®2:

Federation of Nuclear Energy - Podkrepa —

Independent Trade Unions in the Food Industry (FITU-Food)

NF Metallurgy CL Podkrepa

Podkrepa SMF Miners

52 New attempts will be made
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Annex 3 Sectors and regional specifics®

Even if the detailed analysis of the sectors and economic activities covered by the trade union
federations, members of IndustriAll and EFFAT in Bulgaria is beyond the remit of this report
and is documented well elsewhere®*, some key features are presented here.

Industrial Developments Social Dialogue

Mining In mining there are three main activities, | There is good cooperation between

coal mining, ore mining and non-metallic | trade unions and employers on issues of
mining. The coal mining in the country is | common interest, including in the
challenged by the climate agreements domain of industrial policy.

and the changes in the Bulgarian energy
policy. The ore mining is developing
well, there are examples of companies
providing very good wages, excellent
working conditions and social
responsibilities. The non-metallic mining
has both good examples.

Food It is an essential sector for Bulgaria. Social partners are involved in

Industry After the crisis and the positive industrial policy issues only formally,
performance in 2015, in 2016 there is a but de facto not. The sectoral tripartite
slowdown of exports and production. councils are reduced to purely
Among the few strengths of the food information bodies, discussing some
industry in Bulgaria is the fact that labour issues and some elements in the
number of multinationals such as Coca social sphere. Trade unions in the sector
Cola, Nestle, Mondelez, the leading believe this is not good, especially
world brewers produce here, introduce because in many cases unions have well
new technologies and quality products. prepared experts, able to formulate
The weaknesses are the following: the proposals for the development of
overall economy is catching up; there is industry and the economy.
lack of reforms in the economy and Trade unions (and social partners in

especially in the energy, a barrier to the general) often submit opinions, but they
whole economy; lack of judicial reform, | are rarely taken into account by the

leading to a denial of justice; bad governments and the administration.
business environment — large number of | Specific actions have been developed in
regulatory and licensing regimes, the food industry — e.g. agreements
frequent changes in the legal and between one of the trade union
regulatory base; corruption at the highest | federations and a branch chamber in
levels of power; no real anti-trust order to lobby for lower VAT for bread
legislation; high share of the grey and pastry products

economy (officially 35 percent but
actually 50%.); slow or even almost no
administrative reform, lack of e-
government; amendments to public
procurement legislation because of
lobbying and causing corrupt practices
and involvement of mafia structures; lack

8 This part will be further completed with relevant information (additional contacts with trade unions before and
after the January 2017 meeting in Bucharest).

64 See for example the sectoral analysis and the overall report “Vazrajdane na industriata v Balgaria. Obsht
Analiz”, published by CITUB and several of its sectoral federations in 2014. According to the interviews carried
out, the conclusions of those analysis are valid till the present moment.
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of innovation and research for the
industry, leading to loss of
competitiveness; interfirm indebtedness;
lack of education reforms leading to
deficit in 179 professions, needed by the
industry; lack of responses to
digitalization.

The major threats for the Bulgarian
industry are related to the non reformed
spheres — administration, education,
judicial system, social system.

Agriculture | The trends, investigated by CITUB in Trade unions in the sector are active,
2014 are the same. The polarisation in they participate in the monitoring body
the structure of the agriculture is of the programmes for the development
persisting: on the one hand there are of agriculture and rural regions and
larger farms where the employment is fisheries. They collaborate with
gradually replaced by machines; on the employers, lobby, but it is difficult to
other hand there is a segment of small, obtain results.
auto-subsistent exploitations. In the The main objective for trade unions is
sector there are financial tools available | that the sector generates employment
(EU funds) but the trend in Bulgaria is with decent working conditions.
really negative. There are also big So they try to impact the EU structural
problems with the qualification of funds in the sector in this way. Trade
personnel. unions also have developed concepts for

sectoral training funds.

Trade unions have proposed criteria for
employment creation in case of
subsidies by the EU structural funds in
agriculture.

Trade unions also support the
development of sub-sectors that are
susceptible to create employment: such
as crop and animal production,
greenhouses and so on.

Metal and Well developing sector, several clusters | There is good social partnership; good

Machinery (automotive), large contributor to the collective bargaining results, with some

Sector production and employment in exceptions in subsidiaries of MNC

manufacturing. The share in exports is
12,4% and it is increasing.

The strengths of this sector includes:
export potential; technological and
human resources potential and traditions.
The weaknesses are: low and medium
value added products; labour intensive
sector; moderate investment.

The opportunities (CITUB, 2014) are:
increasing market share and renewal of
the product lines; cooperation and
integration of the value chains of leading
European producers; optimization of
resources. The main threats identified are
the lack of qualified employees and the
return on investments.

(including from German or Austrian
origin);

Some of the greenfield investments are
not members of the employer chamber;
Joint projects of the trade unions
together with the employers’ chamber.
Several concrete initiatives for skills
developments, health and safety;
There are problems with the
flexibilisation of working time;
Difficulties to extend CLA
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Companies are in general in good
condition, there are many that hire
(including in the military production)

Metallurgy | The metallurgy sector is very important The metallurgy is one of the sectors in
for the Bulgarian industry. Most of the the country with exemplary social
companies are restructured (few dialogue and number of achievements
exceptions of closures — Kremikovzi, in collective bargaining at sectoral and
0OZK). Important investment has been company level, information and
made during the last several years. consultation, health and safety, training
Metals represent between 15 and 18% of | and so on (Analysis of Metalicy).
the industrial production of the country. There are number of partnerships for the
The sector is export oriented, with strong | skills development including social
presence of foreign companies. partners, education providers, and
Corporate social policies and corporate universities.
social responsibility activities of most of | Social partners are active in number of
the companies are good practices. EU funded projects, including for

competence development.
Metalicy have developed SWOT analysis | There are sectoral tools for anticipation
of the sector (Metalicy, 2014), focusing of the needs for skills and jobs.
on its strengths such as: competitiveness | In 2012 Metalicy Trade union
of the companies, export orientation, federation has established and Industrial
good traditions; high value added Observatory.
products, developed social partnership There are several concrete directions of
and stakeholders relations. The main developing further the industry and its
weaknesses are related to the low energy | responsible embeddedness along the
efficiency and the evolving value chains (e.g. within subcontractors)
environmental legislation leading to and the territories (development of the
increasing compliance costs; the lower local economy, stimulation of social
productivity (especially in the steel enterprises).
production).
Light Trade unions point out mainly the The trade unions are shocked by “the
Industry weaknesses of the sector. arrogant behaviour of employers, their

The intra and intersectoral linkages from
the previous period do not exist.

The sector is subcontracting work for
foreign companies (and is vulnerable
because of the global competition)

The sector is with the lowest wages in the
country.

There is ongoing restructuring is some
sub-branches — e.qg. textile production,
leather, etc. This is also the case of
footwear, the textile production when
most of the large companies have been
closed, and so on.

Employment is often fragmented, e.g.
employees are hired to the execution of
specific order, or they are pushed to take
nonpaid leaves, the insecurity is high.
There are a lot of enterprises in regions
with high unemployment, where they
could be the only employment
opportunity for the population.

unwillingness to sit at the table,
disparaging attitude towards sectoral
dialogue total disregard for economic
realities and government policies (for
example in the case of the MII).

In some of the branches of the light
industry, e.g. clothing employers are
extremely fragmented.

There is antiunion policy in some
companies, e.g. new hires are asked to
sign declaration that they will not join
unions.

Sectoral bargaining is not taking place
in many of the branches, e.g. in clothing
since 2008.

There are some positive practices — e.g.
large company of German investor in
South-Western Bulgaria (Rollman).
Industrial relations in these company
are exemplar, but they have been
boosted by a successful strike in 2007
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Part of the sector is working within the
informal economy and they endanger
those companies that are completely
transparent.

Working conditions in the sector are
generally problematic. There emblematic
cases of health and safety problems, e.g.
in the footwear.

Part of the managers (including first line
managers) are not well prepared for their
role.

Work organisation is not satisfactory.
Labour inspection is not functioning
properly in case of violations.

There are also cases of company
restructuring and localization to other
regions in Bulgaria in order to
circumvent collective bargaining.

The judicial system is very long, in case
of labour disputes, the procedures could
take years and this discourages workers
and activists to defend their rights.

Chemical
Industry

While in 1989 the sector employs 2,7%
or the labour force, it contributed to 25%
of the industrial production. Twenty and
something years after s 2.3% of the
employed in the country work in the
sector (and 8% of people in the industry)
it contributes to 22% of the industrial
production and about one fourth of the
Bulgarian exports.

The sector has high potential for
development.

It has suffered from the
deindustrialization process. This process
impacted the disqualification and
demotivation of the labour force in
number of regions.

The leading companies are mainly
subsidiaries of multinationals.

The R&D capacity of the sector is almost
destroyed (institutes, centres)

The sector experiences deficit of
qualified labour force.

Anticipation capacity is needed.

The sector is undermined by informal
practices and precarisation of the labour
force.

In their analysis (2014), CITUB drafts
number of recommendations for the
sector development: introduction of
green technologies; development of
highly automated production; addressing
the brain drain and the ageing of the
employees; increased investment and
state support for R&D activities;
industrial policy with clear priorities;
concrete innovation projects.

According to the interview held, there is
different attitude towards collective
bargaining by foreign, public and
domestic employers. While subsidiaries
of MNC and public companies sign
regularly collective agreements,
domestic employers refuse to sign.
Trade union have lobbied for better
treatments for employers investing in
health and safety,
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