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Execubive summary

1 Key Policy Insights

The COWVID-10 crisis has hil the econamy

The ecanamy reqguies conlinued macroeconomic policy suppot
Considerable uncafainly surrounds the recovery

Fiscal space parmils a lange pandamic response
Ensufing access lo health cane is a priority dusing the pandemic
A owage subsidy schemse has prevenbed a large fige in unemployment

Lang-lerm public inances ane sound bul subject 1o uncerainties from ageing

The GUurrency beard is a comensions [of macreconamic ﬂﬂﬂliy
The financial seclor has been fortified, bul nan-perfarming loans remain high
Swrengthening the recovery
Making the mast of the expan ssclar
Public investment should be incegsed
Remaving bariers 1o competilion
Decarbonising the economiy
Ageing demographics will influence future grewth
Ensuring equal oppanunilies for al
Improving kabour markel policies for bigher pasticipation and befles jobs
Making the tax and benefil system work far all
Promoting public mbegrity and succeeding in the Tighl against earruplion
Relerencas

2 Structural reforms fo raise productivity and boost convergence
Ireoeme COMMéer genoe maads o ot armle
Impreving the regulatory ramewark for enberpeise activity
Reducing regulabary barriers b com pelilion
Decreasing the red tape reguired Lo et up a fim
Faciitating firm exit and rehabiltation Tor viable enlemrises
Impraving corporale govermancs of S0Es
Conlinuing regulatory efors 1o support comgpetition
Creating a leved playing field for public contracting
Ir'rn'-r.-asirq; ahills and mndvation
Increasing the avaiability of skiled workers is a key priorily for anerprises
Basic aducation i nol providing a fiem foundation for skills
Vocational education and (raining could betler mesl kabour markel demands
Adull learning is low
Feslering relum migration and skilled immigration
Pramoling infovalian
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Supparting growth of the digital sconomy
Referances

3 Reducing regional dispanties for inclusive growth
Ciliess are driving growth, whill lagging regions are depapulating Fast
Supparting living standards in lagging regions
Including the Roma population in the sconamy
Ensuring equal access o public sarvices
Enabling reallecation and fostering regional growth
Belter irfrastructure and housing o suppart mobility
Realising the pateriial of the agriculiural sector
Rewviving tourism for fulure regional grovth
Referances
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Tabie 1. The recowery will be gradusal

Table 1.1. Macroeconomic indicabors and projsclons

Tabie 1.2 Low probabilty vunembiltes

Table 1.3, Nustratree S0P impact of recommended redanmms

Tabée 1.4. Niustratree fiscal impact of post-recovery recommended refonmms
Table 1.8 Tax alowances in fiat ax countries

Table 1.6 Spending on social protection benedis is iow

Tabl= 1.7. Recommendations on macrosconomic and ssected struciural polices
Table 2.1. Recent labour producivity growsh excesds the OBCD, caiching up with CEEC peers
Table 2.3 Recommendations

Table 3.1. Recommendations

Figures

Figure 1. GOP growth abrupty infemupied

Figure 2. Convengence had incresssd

Figure 3. PISA education soores ane low

Figure 4. Relative poverty is high

Figure &. Depopulation and urbanisaSon

Figure 1.1. income convergence had noreased from 2014

Figure 1.2. The economy was doing wel before the COVID-1% pandemic

Figure 1.3. Afier a low inftal cutbreak, COAVID-19 indections began 1o incease in Ooober 2020
Figure 1.4. Sound public fmances lsave room for fiscal stimulus

Figure 1.5. Aooess to geneml pracibioners is unequal across regions

Figure 1.5, Employment s&uation of te young most negatreely affecied

Figure 1.7. The informal econoey amounts 1o almost one-thind of {official) GOP

Figure 1.8. Ageing-related spending pressures could push up publc debt

Figure 1.9. Revenues are low and redy on mdinect baxabon

Figure 1.10. iInflation was stabdising pror 1o the SOVID-19 shock

Figure 1.11. Curmest acoount surpluses have been driven by a rsduction in e trade defict
Figure 1.12. Mt indemasonal imvesiment has fallen substanbaly

Figure 1.13. Credit growth had picked up

Figure 1.14. Financial sscior health had improsed

Figure 1.15. Housshald indebrledness is low, whie non-finanoal corporation debt had besn falling

Figure 1.16. Exports by deslination and commaodity

Figure 1.17. inbegration in global value dhains is high
Figure 1.18. Foreign dinsct invesiment is dose bo the CEEC average

Figure 1.14. Public investment hars fallen below CEEC peers

Figure 1.2{. Bamiers o competition ane high

Figure 1.21. Energy infensity and relance an ocoal remain high

Figure 1.22. The working-age population i shinking and ageing quichy
Figure 1.23. Higher educated people work mons and longer
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Figure 1.24. A lanpe proportion of Bulgarian nationals are iiving abroad

Figure 1.25. income inequakty and poverty are high

Figure 1.26. income inequalkty has nsen fast because growsh mainly benefled fop incomes
Figure 1.2F. Poverty has remained at a high level, notably among childeen and eldery

Figure 1.28. Labour markel participation is low for yoush and Roma

Figure 1.249. Use of actwe labour market policies is low

Figure 1.30. Mo basic @x aliowance resulls in lax afes for iow incomes ciose o the OECD average
Figure 1.31. Tanes and trarsfers do /e o reduce high market income ineguality

Figure 1.32. Minimum-income benefils. ans iow

Figure 1.33. Comuption s perosfed as high

Figure 2.1. Bulgana's incoms growsh has lagged behind other CEEC counfries

Figure 2 2. inangible capital needs o be boosied o incresse growsh

Figure 2.3. The working-age population s shrinking and ageing quidsy

Figure 2. 4. informality and inadequate skills are the lop bao consiraints for businesses

Figure 2.5. Bulgana stands ouf for its high barmers o competiton

Figure 25, insokency is relattvely lengthy and resuls in @ |ow recoverny of assets for crediions
Figure 2 7. Actvity relaled to confronding cartels and monopolyid ominant posiSons. has declined
Figure 2 8. Too high a share of public procurement ooours withaout a call for bids

Figure 29. Shorages ane for mediom- and higher-skillesd employees

Figure 2.10. Large shortages ewxst for complex and non-nouline competencies

Figure 2.11. PiSA educabtion socores [ag behind the OECD and CEEC

Figure 2.12. A growing shane of 18-years oids lack basic proficiency and ferw perform at a high lesel
Figure 2.13. Paricipation in kfelong learning s iow

Figure 2 14. RED imensity is iow and reles on e business secior

Figure 2 156. The ICT secior is responsible for a high share of value-added acthity

Figure 2.16. A prority is 1o inrease digital skills

Figure 2.17. Firms have a low share of e-sales

Figure 3.1. Unsesmnployment rates vary much across regions, also after the: SOVID-19 outbreak
Figure 3.2. The population is moving o metno regions with higher outpul and growdh

Figure 3.3, Aegional dispanties are larger than in most OECD countries

Figure 3.4. The Aoma populalion is lange and concendrabed in Somes regions

Figure 35, Living condiions of Floma lag far behind

Figure 36, Municipalities coliect ittle revenue and account for a low shane of public spending
Figure 1.7, Aocess 1o general pracitioners is unequal across regions

Figure 3.8. Demand for hospiial services is high but supply of nurses is low

Figure 39. Moloraay construction is improving but upgrading is. far from complete

Figure 3.10. Rioads are in bad condion and inemest access is lagging in many regions
Figure 3.11. Housing supply is vast bul poary utlised

Figure 3.12. Regonal diferences in housing stodk and housing prices have increased

Figure 3.13. Most Bul gariares are cutright homesosners

Figure 3.14. Tamafion of household savings differs aooss asset types and has no progressivity

Figure 3.15. Regiomns with high agnouliural employment have the iosest incomes

Figure 3.16. The primary secior employs many workers and suffers. from weak peod uctivity growth
Figure 3.17. The farm s¥uciure has become extremely polarsed

Figure 3.18. The connavines outbreaik haes it e grosing tounsm indusiry hard
Figure 3.14. The lourism indusiry's direct coninbwion fo the econamy is modera e
Figure 3.20. Tourism was sirongly conceniraied in a few regions and during summer maonths

Boxes

Bowx 1.1. Fiscal policy responses to the ©OAVID-19 pandemic

Bow 1.2, From the: currency board o adopting the ewo

Bow 1.3, The informal economy is sizeable

Box 1.4. Composition of government revenues

Box 1.5 Ouantifying the impact of ssiected policy recommendations
Box 2.1. Bulgaria's Irscivency Relorm Roadmap, 50192022

Bow 3.1. Subnabonal govermment ceganisation

Bon 3.2 The 2019 Social Sendces Ao
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