
218 2017 Index of Economic Freedom

 

ECONOMIC FREEDOM SCORE

FREEDOM TREND QUICK FACTS

80706050 1000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

40

50

60

70

80

REGIONAL AVERAGE
(EUROPE REGION)

WORLD AVERAGE

60.9 68.0

67.9
( ▲ UP 2.0 POINTS )( ▲ UP 2.0 POINTS )

MODERATELY FREE

2347
ECONOMIC FREEDOM STATUS:

REGIONAL RANK: WORLD RANK: 

2015 data unless otherwise noted. Data compiled as of September 2016

BULGARIA

BACKGROUND: From May 2013 to October 2014, Bulgaria held a European Parliament election and two 
national parliamentary elections. A year after the 2013 parliamentary election and amid protests against 
low living standards, high energy costs, and corruption, President Rosen Plevneliev dissolved the parlia-
ment because of banking instability. Boyko Borissov of the center-right GERB party formed a minority 
coalition government with the center-right Reformist bloc and became prime minister for the second 
time. Recovery from the eurozone crisis has been slow but steady. Tourism, information technology and 
telecommunications, agriculture, pharmaceuticals, and textiles are leading industries. Migrant flows are an 
issue, and Bulgaria has taken steps to secure its border with Turkey.

Bulgaria’s transition to a more open and flexible economic 
system has been facilitated by substantial restructuring. 

Competitive flat tax rates and an open trade regime, supported 
by a relatively efficient regulatory framework, have encouraged 
development of a growing private sector. The financial sector 
demonstrated a relatively high level of resilience during the 2014 
liquidity crisis.

The management of public finance has been relatively sound. 
The level of public debt continues to be among the lowest in 
the region, with budget deficits declining. However, deeper and 
more committed institutional reforms are needed in areas like 
judicial effectiveness and government integrity to help ensure 
long-term economic development.

NOTABLE SUCCESSES:
Tax Policy, Trade Freedom, and 

Fiscal Policy

CONCERNS:
Judicial Effectiveness, Government 
Integrity, and Government Spending

OVERALL SCORE CHANGE 
SINCE 2013:

+2.9

POPULATION: 
7.2 million

GDP (PPP): 
$136.9 billion
3.0% growth in 2015
5-year compound 
annual growth 1.5%
$19,097 per capita

UNEMPLOYMENT: 
9.8%

INFLATION (CPI): 
–1.1%

FDI INFLOW: 
$1.8 billion

PUBLIC DEBT: 
26.9% of GDP
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Property rights are not well protected. The judi-
ciary has benefited from legal and institutional reforms 
associated with accession to the European Union, 
but practical gains in efficiency and accountability 
have been lacking. Public trust in the judicial system 
remains extremely low. The government has struggled 
to combat corruption within the business community, 
in the judiciary, and in its own ranks.

The individual income and corporate tax rates are 
a flat 10 percent. Other taxes include a value-added 
tax and an estate tax. The overall tax burden equals 
26.5 percent of total domestic income. Government 
spending has amounted to 37.2 percent of total output 
(GDP) over the past three years, and budget deficits 
have averaged 2.8 percent of GDP. Public debt is 
equivalent to 26.9 percent of GDP.

Launching a business has become less time-con-
suming, and licensing requirements have been eased, 
though the pace of change has lagged behind that 
of some other countries. Relatively flexible labor 
regulations enhance employment growth, but there is 
room for further reform. Government subsidies to the 
largely state-owned energy sector are being reduced 
gradually, and other state-owned enterprises (such as 
airports) are being privatized.

Trade is extremely important to Bulgaria’s econ-
omy; the value of exports and imports taken together 
equals 131 percent of GDP. The average applied tariff 
rate is 1.5 percent. Officially, foreign and domestic 
investors are treated equally under the law. The 
banking sector has regained stability since the 2014 
liquidity crisis, although the level of nonperforming 
loans remains high. Foreign banks account for more 
than 70 percent of total assets.
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