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FOREWORD
The Bulgarian national identity is often linked to an image of traditional rural life. However, the reality of rural life
today for most of the one third of Bulgarians living in rural areas is far from this traditional image. Instead rural people have increasingly limited choices, whether defined in economic or social terms, and face higher levels of poverty,
unemployment and numerous other social problems than their urban counterparts. But as highlighted in this report,
there are opportunities, which if used to the fullest, would help rural people have better lives with more choice. The
2003 Bulgaria National Human Development Report identifies the specific characteristics of rural regions, their
problems, and suggests a range of actions, which could sustainably increase human development of rural regions in
Bulgaria.
The report analyses rural regions in Bulgaria from three important perspectives. First, the underdevelopment of rural
regions is examined as an aspect of, and reason for regional and social disparity in Bulgaria. Secondly, the report
looks at the key role of government and non-government institutions in rural development. Thirdly, the report analyses the role of European Union (EU) accession in mainstreaming rural regions in Bulgaria’s overall development.
The common denominator of these three rural development perspectives is the focus on rural people and the choices they have in terms of income, health, education, and governance to achieve a decent standard of living – all of
which are at the heart of the human development concept.
The report notes that issues of rural development in Bulgaria are not separate from issues regarding the broader context of the country’s development disparities. Therefore the most important commonality shared among rural regions in Bulgaria is their underdevelopment and not their “ruralness”. Bulgaria’s rural regions are at the intersection
of the multitude of issues that constrain and fragment human development in the country. These include poverty,
discontinued education, poor healthcare access, ethnic segregation, limited business development opportunities,
and environmental issues. What this means is rural people do not have the choices they should have. If there is to be
more human development in rural regions, rural people should be able to choose from a variety of jobs instead of
being only limited to subsistence agriculture; rural people should be able to choose to live where they were born
without limiting their children to low education and poor healthcare; and most importantly, rural people should be
able to not only choose the politicians that govern them but also to choose the development policies that affect
them. Rural people need to be agents rather than targets of development.
To achieve this, the report argues that government support should not give precedence to particular sectors but
rather compensate for the disparities in services available, and social conditions, which exist between rural regions
vis-á-vis urban regions. Government support should be less centralized and more focused on the creation of an enabling macroeconomic, political and institutional environment that broadens people’s choices and eliminates inequitable development in Bulgaria. The report presents a number of examples of new programmes and initiatives showing this can be done.
Like everywhere in the world, the situation in Bulgaria between rural and urban areas is not static, often featuring
migration of younger people to urban areas. But the report also emphasizes that more equitable development between rural and urban regions, is in Bulgaria’s economic, social and political interest.
This Report presents the fifth release of the Bulgaria Human Development Index (HDI). In addition to ranking municipalities within the 28 districts according to their HDI levels, the reports offers for the first time a municipal typology, defined by a variety of municipal indicators, which highlight different types of disparities.

In conclusion, I would like to extend my appreciation to all government, civil society and donor counterparts who
took an active part in the preparatory stages of this publication and provided useful comments that have benefited
the final product. The report especially benefited from good comments from an active readers’ group. I would also
like to acknowledge the contribution of my predecessor, Marta Ruedas, who was closely involved with selecting the
focus and approach for this report. Finally, I am very grateful to the team of authors and to the National Statistical Institute for the valuable work they have done. I hope the present publication will contribute to the policy debate regarding rural development and the rural policy choices Bulgaria has on the road to EU accession, and by doing this it
will contribute to improvement in rural peoples’ lives.

Neil Buhne
Resident Representative, UNDP Bulgaria
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EXECUTIVE SUMMARY
The report analyses rural development in Bulgaria
from three important perspectives. First, the underdevelopment of rural regions is seen as an aspect of
regional and social disparity in Bulgaria. This perspective shifts the focus of the analysis from specific sectors of the economy, e.g. agriculture, towards
the problems of underdeveloped regions, thereby
shaping different perspectives towards possible rural development policies. Support to rural regions
interlocks with state efforts to provide equal access
to development for its citizens, rather than artificially creating advantages for one economic activity over another. The rural development concept regards agriculture as a crucially important, but yet
separate economic sector. Coupled with other economic activities, agriculture can contribute to the
economic prosperity of rural regions, but it should
be regarded as a means to an end, not as a development goal in itself.
The second underlying pillar of the report is the
understanding of the key role of government and
non-government institutions in rural development.
The focus on institutions rests on the hypothesis
that Bulgaria has well formulated development
policies and programmes. In order to be effective,
however, these policies need to have in place well
functioning and decentralized institutions that enjoy public trust. The effectiveness of the institutions
falls within the broader concept of “good governance.” Governance is perceived as effective by citizens when it relies on transparency, accountability
and public participation.1
The third pillar of the report is the role of European
Union (EU) accession in mainstreaming rural regions in Bulgaria’s overall development. EU accession is important first and foremost from the perspective of domestic policy. Integrating EU rural development policies in Bulgaria may form part of the
country’s vision for overcoming social contrasts. The
1

fixed EU accession date of 2007 raises more specific
and perhaps more urgent issues. To name but a few,
there is the need for a clear vision about the specialization of Bulgarian agriculture within the common
European market, the competitiveness of Bulgarian
farmers, food safety standards and, last but not least,
the proactive utilization of the pre-accession instruments, which are to be followed by structural funds.
The common denominator of these three rural development perspectives in the report is the focus
on people. From a human development perspective, economic prosperity, educational advancement and the good health of citizens are ultimately
the measurements for effective governance. Competitive Bulgarian agriculture, institutional capacity
and EU accession are only a means to an end that
should eventually bring about broader choices for
people, while also improving their daily lives.

1. Economic Dimensions
of Rural Development
While the Bulgarian economy has achieved stability,
agricultural sector development has fallen behind
the other economic sectors. This should not spell
trouble in itself, if it meant higher agricultural efficiency and alternative employment. Not only are rural people occupied in less effective labour, but they
also lose their jobs more frequently. Bulgarian rural
economy is characterized by high unemployment,
poor effectiveness and a mono-industrial structure.
• The agricultural sector has the lowest labour efficiency in Bulgaria’s economy. This accounts
for economic and regional disparity between
rural regions and the rest of Bulgaria.
• The structure of rural income is largely shaped
by subsistence farming and social transfers. The
low numbers of working-age rural residents
outside of agriculture are unemployed, work in
the public sector, or have low-skill jobs in a
nearby small town (construction, transportation, utilities sector).

National Human Development Report, From Individuals to Citizens, UNDP 2001.
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• Regions with a dense rural population develop
primarily agricultural activities and activities financed chiefly by the central budget. Diversifying small town economies may hold the key for
reviving rural regions and overcoming development disparities in Bulgaria.
• Not only agriculture, but all other sectors can
contribute to overcoming disparities in rural development. Boosting measures and programmes is needed in order to diversify the
economy of rural regions, and better coordination is required to synergize with other investment support programmes outside agriculture.
• Subsistence farming cushions low rural income.
At the same time it impedes diversification of
employment and ties up rural people in providing for their subsistence and survival by contrast
with large cities, where the focus falls on entrepreneurship, healthcare or education. In the
context of short-term survival, self-subsistence
should not be penalized through repressive regulations. It may be overcome chiefly through
corollary action by stimulating other, non-agricultural activities that generate in-cash rather
than in-kind income.
• One of the possible ways to increase agricultural
efficiency is to stimulate small-scale producers
to join in producer groups. More active implementation of relevant measures under the Special Accession Programme for Agriculture and
Rural Development (SAPARD) and other programmes supporting producer association has
much to contribute in this respect. Producers
may thus be protected as a result of organizational restructuring of the agricultural enterprises, instead of non-market financial interventions.
• Land consolidation should be seen as part of local integrated planning. Appropriate legislation
must be put in place that will vest the initiative,
responsibility and powers for land consolidation with the local communities.
• Fragmented land ownership does not necessarily translate into fragmented land use. Consolidated land use, however, is achieved through
methods that are not always legally sound and
provide no security for the farmers or for the
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owners. The establishment of a unified agricultural land information system, maintaining data
on ownership and the land cadastre, may facilitate land consolidation.

2. Human Dimensions of Rural Development
Placing people at the heart of development implies
that rural regions stand on an equal footing not only
economically, but also in terms of health and education. Achieving higher education and health levels in
rural regions in Bulgaria without making compromises is difficult. One such compromise may be targeting and restructuring support towards relatively
vibrant villages and small towns. Parts of the school
and health networks in the small settlements will be
lost, yet the schools and the Chitalishte in larger villages and small towns will advance, thereby keeping
the local people in rural regions. The most urgent
need for the smallest villages is to activate social and
especially healthcare networks in the form of social
patronage, creation of medical assistance homes
and other contemporary mechanisms for social and
medical care.
• There are indications that the decrease in village
populations is abating. However, the high proportion of elderly people in rural regions requires substantial social spending and limits opportunities for economic growth.
• It would be good if the population decline of
small villages is due to a revival of small towns
and large villages that attract and keep the free
labour from these small villages. The pessimistic
scenario sees the Bulgarian villages continue to
be inhabited by most of the country’s impoverished and ethnic minority population. That
serves to make villages potential breeding
grounds of social tension.
• Despite positive trends in enrolment, the scope
and quality of education in villages remains
lower than in the cities.
• Agricultural professions and rural cultural identity in general are stigmatized. Vocational training (not only in agriculture) should be more
closely associated with local business capacities.

• Vocational education policies should be decentralized in order to accommodate local opportunities for economic diversification. Granting
larger financial independence to vocational
schools may be considered.
• The Chitalishte hold the institutional potential
for change in the educational and social sector
as they could grow from local cultural centres
into community institutions based on citizen
participation. They may also assume some general education functions, such as computer
training, thereby making up for the reduced
school network.
• School closures in smaller villages may improve
class attendance of relocated children by providing better material conditions and higher education quality. At the same time this requires
children to adapt to new teaching and psychological environments, as well as funds to cover
their travel expenses. Decisions for closing
schools must be made with the involvement of
local school boards, parents and children.
• Rural health levels are much lower than those in
urban regions. Child and maternal mortality
rates indicate the extent of rural isolation from
the overall social support and healthcare networks in Bulgaria.
• Caring for elderly people in small towns and villages requires joint efforts by health and social
institutions. The network of social patronage,
medical assistance homes and other contemporary social and medical aid for elderly people
needs to be developed, especially for single elderly people in the villages.

Agricultural policies
• There is a clear government vision for specialization and consolidation of agricultural support
programmes and funds. According to this new
strategy, the role of the State Fund “Agriculture”
(SFA) is to increase the capacity of producers for
applying under SAPARD. The second major goal
of the strategy is to facilitate the access of small
and medium farmers to direct subsidies.
• Bulgaria must have a consensus on priority agricultural production sectors so that the limited
subsidies may be channelled towards competitive sub-sectors with natural advantages.
• Support from the SFA has a broad coverage and
distributes limited resources among large numbers of producers. Government policies for supporting agriculture, however, should focus on
sub-sectors that have high competitive advantage compared to the EU.
• The effective development of agriculture requires limiting production subsidies in favour of
investment and export subsidies.
• More incentives are necessary for the production of elite agricultural varieties and highly
productive livestock in order to improve producers’ competitiveness and bring quality, hygienic and food safety requirements closer to EU
standards in those areas.
• Agricultural programmes need improved communication and public control over the fund
utilization. Crucially, support must be used for
agricultural diversification and development of
sub-sectors with natural advantages.
Integrated policies

3. Rural Development Policies and Local
Initiative
Rural development calls for continued efforts towards democratization and decentralization of government institutions. Mechanisms to increase institutional efficiency and public trust are to involve citizens in policy making and management. The role of
non-government organisations (NGOs) in this process is to act as a medium and a catalyst of civil participation.

• Most rural people are not engaged in marketoriented agriculture. Therefore, it is essential
that support programmes create employment
through investments in local agricultural and
non-agricultural industries.
• SAPARD may be extremely useful for the integrated development of rural regions. It steers
agribusinesses towards investment, instead of
“consumption” of production subsidies, and envisages measures for economic diversification.
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•

•

•

•

The programme works in partnership with
NGOs and holds potential for decentralization.
The past year and a half has seen a considerable
increase both in the number of approved projects
and in overall investment funds utilized under
SAPARD. Active implementation of the measure
“Development and Economic Diversification” and
the public measures of SAPARD has crucial implications for the revival of rural regions.
Interest and confidence in SAPARD may increase,
if it turns towards small producers, and application procedures and documents are simplified. A
pilot delegation with decision-making powers at
the regional level may be considered, although it
will require improved operation of the regional
offices of the SAPARD Agency and closer interaction with local NGOs and support users.
SAPARD can hardly fulfil the goal of integrated
rural development on its own. Incentives are
necessary for investments in rural regions not
only in the agricultural sector, but also in other
sectors and businesses. Synergies between specialized rural support programmes and the
Phare programme – Economic and Social Cohesion and Cross-border Cooperation are critical, as well as synergic action with relevant programmes of the Ministry of Labour and Social
Policy (MLSP), the Ministry of Regional Development and Public Works (MRDPW), and the
Ministry of Economy.
Support programmes must have a direct impact
on employment generation in villages and small
towns, and be targeted at small-scale producers
providing them with support to develop associations and restructure their production methods, among others.

Participatory policies
• Participatory policies require that local communities decide how and which sectors to support.
Thus rural development policies will self-integrate communities, stemming from local needs
and development potential.
• Rural participatory policies are currently implemented through pilot projects. In 2003, only
two such projects were active – the Sustainable
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Development of Rural Areas (SRD) project,
jointly implemented by the Ministry of Agriculture and Forests (MAF) and the United Nations
Development Programme (UNDP), and the Forum programme of the Swiss Agency for Development and Cooperation (SDC).
• Participatory policies must be promoted and
expanded. This requires for the government to
gradually and systematically start delegating
certain programme management powers to its
citizens. The first step in this respect is empowering local governments by implementing financial decentralization mechanisms.
• “Good” development policies are always “local
policies.” Most financial and technical assistance
programmes are beyond the reach and capacity
of small communities. A thorough change is
needed in the legislative philosophy regulating
provision of resources for regional development.

4. Institutions in Rural Development
Bulgaria has in place a functioning network of government and non-government institutions supporting agriculture and rural development. Positive
partnership practices exist between the government
and certain NGOs. Institutions, however, continue to
be over-dependent on the central government and
are unable to address daily public issues. Confidence
in institutions may increase, if the government decentralizes governance and NGOs are reoriented to
become first and foremost partners and representatives of the people.
• Public opinion believes that institutions are not
sufficiently transparent and accountable. Improving communication and ensuring wider access to financing may increase public confidence in institutions.
• Efforts are needed to consolidate institutional networks supporting agriculture and rural regions.
The accelerated establishment of a Payments
Agency, combining EU and Bulgarian funding,
may have a substantial impact in this respect.
• Institutions should redouble their efforts to
bring Bulgarian quality assurance and food safe-

•

•

•

•

•

ty control systems in line with EU requirements.
Support is necessary for regaining the capacity
of agricultural research institutions.
Lasting institutional improvements will be possible, if institutions decentralize their operations
and management. Management of programmes
and funds, such as SAPARD, the SFA and the
Phare programme, should be on a pilot basis and
to an extent be delegated at district and municipal levels, while the government retains mostly
control functions to monitor implementation.
Decentralization of support programmes depends on the overall government policy on decentralization of governance in Bulgaria and requires strengthened local institutional capacity.
There is a need for a clear vision and a concrete
programme to delegate more power, resources
and responsibility to the local level. The decentralization strategy must clearly delineate the
powers and role of the district and municipal
self-government.
Quite importantly, institutions must open up for
citizen participation in policy and decision
making.
NGOs may gain greater standing and respect if
they resolve daily issues for local communities
and contribute to building local social capital.

5. EU Accession and Rural Development
Bulgaria’s EU accession is a chance for equitable
and diversified development of the country’s rural
regions. Bulgaria must have a consensus in the accession process on what will make it competitive as a
member of united Europe and how it is going to implement the EU Common Agricultural Policy (CAP) at
a national level.
• The EU is about to shift its emphasis in rural development policy and redirect a portion of agriculture support to the rural development goal.
For the time being this is more of a strategic orientation than real practice.
• The new CAP reform envisages severing the link
between direct assistance for farmers and production type or volume, while introducing “sin-

gle farm payments” based on cultivated land area.
• A national consensus is needed on how Bulgaria
is going to implement the new CAP. A crucial
decision will be to what extent it should preserve the link between direct payments and
production type and volume. The issue of
whether Bulgaria will benefit from implementing the system of direct payments nationally, or
both at the national and the regional level remains open.
• Bulgaria has a vested interest in utilizing EU assistance to modernize the material and technical base
in the agricultural sector and processing industries. Measures should be stepped up to increase
the capacity of Bulgarian agriculture to meet EU
animal welfare and food safety standards.
• Presently, Bulgarian agriculture is becoming less
competitive. An artificial internal and external
environment is in place, which restricts the sector’s natural competitive advantages. The major
factors contributing to such an artificial environment include: continuing extensive subsidies for the agricultural sector within the EU;
failure of Bulgaria to comply with high EU hygiene requirements, animal welfare and food
safety standards; and tariff protection of domestic markets by both the EU and Bulgaria.
• Bulgaria has a comparative advantage in the
production of labour-intensive products that
are disadvantageous for EU farmers due to the
high cost of labour in the EU. Therefore, it is essential for government subsidies during the preaccession period to go towards these kinds of
production industries.
• Products such as vegetables, sheep dairy products, grapes and wine have natural advantages
and enjoy public support. According to public
opinion, alternative industries (herb and honey
production) should diversify the traditional agricultural economy but by no means supplant traditional and competitive agricultural products.
• Public opinion expects Bulgaria to resemble the
EU in terms of equal rural and urban development, rule of law, and high hygienic standards.
Anticipation for agricultural production subsidies comes second to these priorities. Concrete
assistance, however, is expected to arrive
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through more direct economic measures.
• An active public debate is needed on the advantages and disadvantages of EU accession. It
should involve a centralized awareness campaign as well as an equitable exchange of opinions between producers, consumers and government institutions. Along with warnings
about stringent EU hygienic standards, positive
messages are required that highlight the competitive advantages of traditional Bulgarian agricultural products.

Conclusion
Rural regions hold socio-economic, natural and
cultural potential for development. Today, they are
specifically recognized for being underdeveloped
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rather than being “rural”. Therefore rural development policies should be governed by a territorial
rather than a sectoral approach. Government support should not give precedence to particular sectors but compensate social disparities. Support
should materialize in an enabling macroeconomic,
political, cultural and institutional environment
that broadens people’s choices.
In other words, people should be able to choose
from various jobs instead of being forced into primitive subsistence agriculture; they should have a
choice to live where they were born, without limiting their children to low education and poor healthcare. People should be able to choose not only politicians but policies; formulate assistance programmes sponsored by taxpayer money; and participate in managing the programmes that affect them.

INTRODUCTION
Rural regions are an intersection of a multitude of
issues that constrain and fragment human development in Bulgaria. These include poverty, discontinued education, poor healthcare access, ethnic segregation, limited business development opportunities, and environmental issues.
All these issues are critical to human development
both in conceptual and practical terms. In conceptual terms, the underdevelopment of rural regions
falls within the broader context of development
disparities, which is central to the concept of human development. In practical terms, rural people
are at the centre of overall efforts to reduce poverty, improve education and healthcare, and preserve
the environment.
The report uses several important key definitions.
Particularly important is the definition of “rural regions.” The Bulgarian statutory definition of “rural
regions” is broader in scope than the perceptions
of citizens. The broad statutory definition of rural
regions covers almost all Bulgarian municipalities
with the exception of larger cities and district centres (Box 1). The general public perception of rural
regions is narrower and overlaps with the term “village” in its sense of a territorial unit. According to
the survey conducted, only 3.0% consider settlements with a population under 30,000 to be “rural”
and 9.2% have agreed that the demarcation line for
rural regions should be determined at a population
of 15,000. Universally, the most common definition
corresponds to the territorial unit of the “village.”
This understanding is supported nationally by
50.6% and 60.1% in villages.
The report is based on statistical data from the National Statistical Institute (NSI) and a public opinion poll conducted specifically for the purposes of
2

3

4

the report.2 However, the bulk of the data in the report is based on territorial units such as “villages”
versus “towns”, rather than rural regions in the
sense of the statutory definition. This is due to the
fact that, just like the perceptions of people, the
NSI sets of economic, educational, health and demographic data are territorially based on the units
of towns (urban) and villages (rural). Wherever
Box 1
THE DEFINITION OF RURAL REGION AND VILLAGE

Bulgarian statutory documents define rural regions as “municipalities on whose territory there are no cities with population over
30,000 and whose population density is less than 150 inhabitants per square kilometre.”3 According to this “broad” definition,
rural regions include all municipalities in Bulgaria except the 28
district centres and five other municipalities (Svishtov, Gorna Oryahovitza, Dimitrovgrad, Kazanlak and Dupnitza). In other words,
by April 2003, out of 263 municipalities, rural regions covered
an area of 90,371 sq. km, or 81.4% of the country’s territory, and
included 3,612,974 inhabitants constituting 43.6% of Bulgarian
population. Population density in the rural regions is about 40
people per sq. km versus 74.6 for the country on average.
The municipalities from underdeveloped rural regions4 have the
following characteristics:
• Per capita income under 30% of the country’s average for two
of the past three consecutive years;
• Average annual unemployment levels for two of the past three
consecutive years that exceed by more than 50% the national
average unemployment rate for the previous year;
• Population density under 75% of the country’s average;
• Average share of territory covered with agricultural lands or
forests that exceeds by more than 20% the country’s average;
• Average share of employed labour in agriculture and forestry
that exceeds by more than 20% the country’s average during
the previous year.
By 1999, 34 rural regions were underdeveloped. They covered 77
municipalities with a total area of 27,001.25 sq. km, representing
24.3% of Bulgaria’s territory. Overall, 1,008,931 Bulgarians, or 12.2%
of the population, lived in underdeveloped rural regions.
The village is a settlement with a historically and functionally
enclosed territory, resident population, common land or construction boundaries and the necessary social and engineering
infrastructure. In order for a village to be granted township, it
must have more than 3,500 inhabitants and social and engineering infrastructure.
Source: NHDR team, 2003

The public opinion poll was conducted using a nationally representative, two-stage, random nominal sample, which was boosted in the villages. The sample contained a total
of 1,432 “face-to-face” interviews, including 629 interviews in villages, based on a standardized questionnaire by the A.S.A. Agency in February-March 2003.
Decree #14 of 01.04.2003 on “Defining the Settlements in Rural and Mountainous Regions,” issued by the Minister of Agriculture and Forests and the Minister of Regional Development and Public Works; promulgated in The State Gazette, Issue 35 dated 16.04.2003.
As defined by Decree #105 of 02.06.1999 of the Council of Ministers. This is the recent classification of underdeveloped rural regions.
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possible, comparison of sociological data is made
with “small towns” as much as they come close to
the “broad” understanding of rural regions. The
data from the District Human Development Index
(DHDI) and the Municipal Human Development
Index (MHDI), available in the Annexes, can be
useful for updating the list of underdeveloped rural
regions to date. On the whole, “rural development”
in the report has been used more like a term to describe strategic policies rather than specific (countable) rural regions.
The draft of the report was discussed with the Report Advisory Committee as well as in focus groups
comprising members of local institutions, agribusinesses and businesses outside the agricultural sector, as well as people living in the villages Trud (Maritza Municipality), Satovcha (Satovcha Municipality) and in the towns of Cherven Bryag, Beloslav,
Varshets and Kirkovo.
The report is divided into four chapters. The first
chapter gives a brief overview of the economic aspects of rural development. Special attention has
been given to the prevalence of subsistence farming and the lack of diversification in Bulgarian agriculture, which are both important factors for the
equitable economic development of rural regions.
The second chapter is dedicated to human development dimensions and describes the demo-
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graphic, educational and healthcare profile of rural
people. The third chapter turns towards possible
rural development policies and relevant institutions. The fourth chapter highlights the EU perspective towards rural development in the context
of Bulgaria’s comparative advantages.
The report analyses rural development in Bulgaria
from three important perspectives. First, the underdevelopment of rural regions is seen as an aspect of
regional and social disparity in Bulgaria. This perspective shifts the focus of the analysis from specific sectors of the economy, e.g. agriculture, towards
the problems of underdeveloped regions. The second underlying pillar of the report is the need for
complete decentralization of government institutions and implemented government policies and
programmes. The third aspect of the report is Bulgaria’s accession to the EU, seen primarily from the
perspective of social and economic implications
for Bulgaria’s domestic policy.
The common denominator of these three perspectives is the message that rural people should have
equal choices and development opportunities compared with other people in Bulgaria. Good policies
for rural people will largely depend on the type of
governance – whether people in villages and small
towns will be “architects” or merely “beneficiaries”
of development programmes and policies.

Chapter 1
ECONOMIC
DEVELOPMENT
IN RURAL REGIONS

1.1. Rural People
Face Economic Inequality
From a human development perspective, economic growth is an instrument, not a goal of development. Economic growth in itself would not be socially meaningful if it pushes large social groups
and territories to the periphery of development.
The first chapter of the report analyzes the economic dimensions of rural development. Special
attention has been given to the need for economic
diversification of rural regions, which are dominated by subsistence farming.

1.1.1. Uneven development of the
agricultural sector and low efficiency
The currency board agreement in 1997 stabilized
the macroeconomic environment in Bulgaria and
allowed for sustainable development of various
economic sectors. As a result, Bulgaria’s gross domestic product (GDP) in 2002 was by 22% higher
compared with 1997*.
Not all sectors developed efficiently and consistently under the currency board arrangement. The
service sector witnessed particularly rapid development, increasing its share in gross value added
(GVA) by 24.4% in 2002 compared with 1997*. For
the same period, GVA in communications has increased more than twofold. Sectors such as financial brokerage, trade and industry have also been
quite dynamic, reporting an increase of 56%, 35%

and 20%, respectively, during the five-year period
from 1998 to 2002.
Only the agricultural sector experienced uneven development after 1997 (Tables 1 to 3), marked by dramatic downturns and periods of sporadic growth.
The agricultural GVA contribution increased by a
meagre 1% over 1998–2002, due chiefly to a substantial loss of more than 10% in 2000*.
The slow and uneven development of the agricultural
sector undermined its relative share of overall revenue generated in Bulgaria’s economy. Since 1998, the
agricultural contribution in overall GVA has decreased
significantly from 18.84% down to 12.5% in 2002.
A diminishing share in GVA does not necessarily
signal a sector crisis. Countries similar to Bulgaria
that have well developed agricultural industries
Box 2
ECONOMIC GROWTH AND HUMAN DEVELOPMENT

Economic growth alone is not enough. Growth may be ruthless
or it may reduce poverty – depending on its pattern, structural
aspects of the economy and public policies. Poverty has increased
even in some countries that have achieved overall economic
growth, and over the past two decades income inequality worsened in 33 of 66 developing countries with data.
Growth is more likely to benefit poor people if it is broadly based
rather than concentrated in a few sectors or regions, if it is labour intensive (agriculture or apparel) rather than capital intensive (oil) and if government revenue is invested in human development (basic healthcare, education, nutrition, and water and
sanitation services). Growth is less likely to benefit poor people
if its is narrowly based, if it neglects human development or if it
discriminates in the provision of public services against rural areas, certain regions, ethnic groups or women.
Public policies that can strengthen the links between growth and
poverty reduction include:
• Increasing the level, efficiency and equity of investment in basic health, education, and water and sanitation;
• Expanding poor people’s access to land, credit, skills and other economic assets;
• Increasing small farmers’ productivity and diversification;
• Promoting labour-intensive industrial growth involving small
and medium size enterprises.
Source: Global Human Development Report, Millennium Development
Goals: A compact among nations to end human poverty, 2003, pp 5-6.

* According to fixed price estimates.
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Box 3
EMPLOYMENT AND LABOUR INVESTED IN AGRICULTURE

NSI has substantially variating data on the number of agricultural employees according to two different sources – the Labour Force Survey and the NSI Statistical Book. The first source
is based on self-completed questionnaires. Data from the questionnaires sets the relative share of people employed in the
agrarian sector during 2002 at 10.7%. The second source is in
fact an assesment of the labour put into agriculture. It combines various data coming from enterprise annual balance
sheets, quarterly surveys of employees, time sheets and salaries, expert assesments and other data, including from the Labour Force Survey.
This reprort uses the estimate of labour invested. For 2002 that
estimate stands at 767,134 people employed full time or 26.4%
of the work force. The reasons to use this estimate are the following: 1)Similar to the GVA, this workforce indicator is a
complex value combining different data, including from the
Labour Force Survey. This allows for an adequate comparison
of the GVA to the employed workforce in order to assess the
sector’s efficiency. 2)If used independently of other sources,
the Labour Force Survey data may underestimate agricultural
employment, as people in the villages often perceive “employment” to mean only jobs paid in cash under official labour
contracts. 3) The NSI Statistical Book is the “official” publication of the NSI.
Source: NHDR team, 2003, based on data from the MAF and the NSI

5

maintain relatively low agricultural contribution to
GVA. In Poland, Hungary, Lithuania and the Slovak
Republic the GVA from agriculture is approximately 5% and continues to decrease. Over the recent
years, well developed agricultural economies within the EU, such as France and Italy, have been generating less than 3% of GVA. In the non-agricultural
EU member states with a dynamic service sector
and industry, the contribution of agriculture is under 2%. Measured against a diverse agricultural Europe, Bulgaria stands closest to Romania and Turkey,
where agriculture contributes between 15-20%.
Over recent years the number of people engaged in
the agricultural sector has been decreasing, thereby
lowering the sector’s relative share in overall employment. This, however, entailed from the crisis
that swept the sector in 2000, and is not a result of
increasing labour productivity. In 2002, the share of
overall labour invested in agriculture was still quite
high, 26.4%. At the same time this percentage is
lower than the respective figures for Romania and
Turkey, whose agricultural contributions to GVA are

Measured as the relation between the GVA generated in the sector and the average annual number of employees hired in the sector.
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similar to that of Bulgaria. In these countries the agricultural sector employs between 42% and 45% of
the workforce.
Decreasing agricultural employment over the
recent years does not indicate a significant increase in labour efficiency in this sector. In
2000–2002, it verged on 73% of labour efficiency of the entire Bulgarian economy, suggesting
that nationally the agricultural sector used labour resources least effectively (Table 3). Industrial labour efficiency, on the other hand, had
been steadily growing, and in 2002, was approximately by 24% higher than the country average.
Similarly, service sector labour efficiency was by
10% over the national average.
Unlike the other sectors of the economy, Bulgarian
agriculture was unable to benefit from the country’s stabilization following the introduction of the
currency board agreement. Agriculture’s strong dependency on the yearly climatic conditions can
hardly be the only reason for the unsteady development of this sector.
The slowdown of agriculture can be seen as a natural outcome of the restructuring of the Bulgarian
economy. For this to be a positive process, the producers that remain in the sector must be effective
and generate opportunities for all-inclusive and integrated development of rural regions. The continuing low efficiency of agricultural labour is one factor for economic and regional disparity between
rural regions and the rest of Bulgaria.

6

1.1.2. A missing “other”, non-agricultural
rural economy
A lagging agricultural sector would not necessarily
be a problem for rural development, if another economic activity alternatively emerged in its place.
From the global perspective of rural development,
it is essential that economic activities be diversified.
The National Plan for Development of Agriculture
and Rural Regions (NPDARR) recognizes a weak diversification of the local economy.6
GVA structure in regions
with compact rural populations
The GVA structure of regions with the largest
shares of rural populations makes evident the low
level of economic diversification in rural areas. In
these regions agricultural contributions to GVA
are 2-3 times higher than the country’s average
(Table 4). Districts with high concentrations of rural inhabitants are thus largely dependent on agriculture.
The high share of the agricultural sector in these regional economies is a sign not so much of well developed agriculture as of lacking other economic
sector. In the Silistra District, for instance, almost
half of the GVA is generated from the agricultural
sectors. In real terms, however, this value added is
small and stands close to the agricultural GVA levels
of regions with relatively small concentrations of
rural people, such as the districts of Veliko Tarnovo
or Stara Zagora. In these well developed districts

By 1999 the prevalent businesses in rural areas officially defined as underdeveloped regions were small and medium sized enterprises in the agricultural sector (40%), followed
by industries (24%), trade (23%) and tourism (13%), NPDARR, www.mzgar.government.bg.
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agriculture contributes less than 20% of the overall
GVA in the region.

trict of Razgrad is an exception, having buoyant
pharmaceutical and food-processing industries.

All five districts with compact rural populations
have underdeveloped processing industries. Together they generate 15.8% of agricultural GVA in
Bulgaria and merely 5.8% of the GVA produced by
the national processing industry. The districts of Silistra, Targovishte and Smolyan are especially underdeveloped in terms of processing capacity. The dis-

Except for agriculture, the well developed sectors
in these five “rural” districts are in fact financed primarily from the central budget (public governance,
healthcare and education). Collectively, these regions generate about 9% of GVA in education, 7.6%
of GVA in healthcare and 7.1% of GVA in the sphere
of public governance.
The sectoral structure of GVA indicates that regions
with dense rural populations are largely dependent
on agriculture and activities financed from the central budget. Naturally, there are local specifics. The
district of Kurdjali generates high GVA from mining, the Smolyan District characteristically reports a
high share of GVA from hotels and public catering,
whereas the Razgrad District has well developed
pharmaceutical and food-processing industries.
Monetary income
The structure of monetary income confirms the dependency of rural people on subsistence farming
and budget transfers.

Box 4
STRUCTURE OF EMPLOYMENT
IN THE VILLAGE OF ZAICHINO ORESHE

The village of Zaichino Oreshe (in the municipality of Novi Pazar) has about 200 permanent residents. Only 12 of them hold
labour contracts – the delegate mayor, the forest warden, the secretary of the Chitalishte, the “shopkeeper”, the “bartender” and
seven farmers who are sole proprietors. Another 10 people work
in the nearby small town (Novi Pazar) and 30 are registered as
unemployed. Some of the unemployed people lend a hand to the
smaller leaseholders as seasonal workers. The other 150 villagers
are retired, including the chair of the local cooperative.
The sole proprietor farmers cultivate petty land plots and do not
wish to work together. The local cooperative is not involved in
any economic activities. It only sublets land to the sole farmers
and distributes the obtained in-kind income. In the neighbouring village called Enevo, a small bottle matting factory that operates from the building of a former nursery is doing good business. Factory operations are linked with major silicate producers based in Novi Pazar.
Source: An interview with the delegate mayor of the village of Zaichino Oreshe
7

UNDP/ASA survey, conducted for this report, 2003.
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At first glance, some “other” activity prevails over
income from agriculture. According to sociological
data7 , the majority of rural households (68.1%) rely
primarily on non-agricultural income, although agriculture is the chief source of employment. Even
the registered agricultural producers do not place
excessive reliance on agricultural income. Only
27.3% of registered farmers mostly rely on agricultural income, whereas 38.2% count mostly on some
“other, non-agricultural activity.”
What is this unknown “other” economy? The “other economic activity” in rural areas is in fact based
on social transfers or public sector employment.
Figure 1 shows that social transfers account for
39.6% of cash income in villages compared with
27.1% in the cities. Such a difference results primarily from the share of pensions that form 35.2% of

rural income and 23.6% of urban income. Sociological data indicates that only 22.4% of rural residents
perceive labour contract employment as their most
important income source. By comparison, on a national level, labour contracts are the major source
of earnings for 39.6%. In many villages only a limited number of people are employed under labour
contracts (Box 4).
The available opportunities for income diversification are still quite limited. Table 5 shows that about
12.6%8 of rural respondents have in-cash income
outside of agriculture, with more than a quarter of
such income coming from public sector salaries or
administration. The opinion poll established that
relatively common industries in the rural regions
are textiles (1.7%), transportation (1.1% outside agricultural transportation), and construction (1.1%).
Only a marginal 0.2% of rural people report cash income from rural tourism. Various services associated with agriculture, such as transportation (1.3%)
and other agricultural assistance, are not common

8

(up to 4.8%). Only 0.2% of respondents claim income from production of herbs and oil plants.
Possible avenues for income diversification are
small neighbouring towns, which is the most frequent choice for rural people to seek job opportunities. The opinion poll points out that about 6.4%
of rural inhabitants have income from non-agricultural occupations in a small town, and about 2.3%
earn income in a more distant larger city. Most often people from the villages find small town jobs in
transportation (1%), manufacturing (1%), construction (0.8%) or trade (0.8%). Rural workers are
hired in the larger cities in similar industries, such
as transportation, trade or the utilities sector.
Rural and urban people share equally low attitudes
regarding occupation change. In responding to the
question of what job they would like to have in the
same community, if they were 25 years old, the majority of respondents (71.9% of rural respondents)
choose the same job that they currently have. De-

More than one answer was possible, which may raise total percentages.
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spite such passive attitudes, sociological data discerns a pursuit for income opportunities outside of
agriculture. The possibilities for rural economy diversification lie mostly outside the villages, although even there, rural inhabitants tend to be
hired for low-skilled jobs.
The villages lack economic activity that could absorb
the free labour that has been left outside of subsistence-dominated agriculture. The few working age
rural residents outside agriculture are unemployed,
work in the public sector, or have jobs in a nearby
small town. Opportunities for diversification lie in the
small towns rather than in the villages. Reanimating
and diversifying small town economies may hold the
key to reviving the rural regions.

1.1.3. Subsistence farming
as a buffer for low rural income
The contraction of the real economy in rural regions and the faltering development of the agricultural sector changed the structure of income and
expenditure of rural people, affecting their livelihoods. Rural people have significantly lower monetary income and attempt to offset this by raising
higher in-kind earnings from subsistence farming.
In 2000 and 2001, cash income of rural households
accounted respectively for 76.5-80.0% of income of

9

urban households. In-kind income (from subsistence farming) is several times (4.4 to 4.7 times)
higher, which saves on food expenses. Rural residents spend about 71% of urban food expenditure
on food. The opinion poll confirms statistical observations that subsistence farming results in lower
food expenditure, particularly among the poorest
social groups.
Statistical data indicates that over 1.5 million
households (51.5% of all Bulgarian households, including in the cities) cultivate land, raise livestock
and/or posses agricultural machinery. Most of these
families (10.3%) use old, labour-intensive cultivation techniques and do not have exposure to markets. The average land plot size cultivated by households is small – 6.4 decares on a national average,
ranging from 1.3 decares (Medkovetz Municipality,
Montana District) to 31.69 decares (Beloslav Municipality, Varna District). Such family farms cultivate about 28% of utilized agricultural lands in Bulgaria.9 This vast expanse of agricultural land is being cultivated primarily for personal needs.
Subsistence farming pivots rural life chiefly on sustenance, with less money for leisure, culture and
education, transportation and communication. Table 6 reveals that rural expenses on leisure, entertainment, culture, recreation and education are
more than twice lower than in urban regions.

Agricultural holdings: Census of the population, the housing stock and agricultural holdings in 2001, v.5, NSI, 2003.
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Despite the higher average age of rural populations,
the relative share of healthcare expenses is also lower
than that of urban residents. By contrast, rural residents consume more food, which they produce from
the farm. The most striking differences concern the
consumption of bread and paste products, flour, milk
and eggs obtained from subsistence farming, or in the
form of rent from agricultural cooperatives.
This hardly implies, however, that rural people consume healthier foods. The average annual consumption of fruits per person is considerably lower
in rural areas (26.9kg in the villages compared with
32.1kg in the cities10). While urban residents have
year-round access to fruits in the marketplace, rural
subsistence farming can only provide fruits during
several months of the year.
Subsistence farming remains a key feature of rural
life. Self-sufficiency through subsistence farming is
instrumental for overall social and cultural balance
of the country’s development. It draws the demarcation line between the modern urban Bulgaria
and the pre-market rural Bulgaria.
Self-subsistence is a short-term survival strategy for
people in the villages and small towns. From a development perspective, this strategy should not be encouraged, unless it steers small farms towards the
market. In the context of short-term survival, however,
self-subsistence should not be penalized through repressive regulations. It may be overcome chiefly
through corollary action by stimulating other non-agricultural activities that generate in-cash rather than
in-kind income. The dominance of subsistence farming in rural economies is a significant barrier for allinclusive and integrated development of rural regions.

1.1.4. Agricultural dominance in rural
regions relates to high unemployment
A clear correlation exists between low employment outside agriculture and high unemployment
in villages.
10
11

The agricultural sector by itself cannot provide sufficient employment, and in areas where there are
no alternatives the result is high unemployment. By
the end of 2002, unemployment in villages totalled
20.9% compared with 15.4% in the cities.
Regions with high unemployment levels, e.g. the
districts of Targovishte, Silistra and Razgrad, also
have a large share of agricultural employees (Table
7). By contrast, the districts of Sofia (capital), Varna,
and Gabrovo, which have a small share of the
workforce engaged in agriculture and a high share
of people employed in the service sector, have low
unemployment in villages. The top five districts
with the largest shares of rural inhabitants report
average unemployment of 24.7%, or twice higher
than the combined unemployment rate (12.3%) in
the top five districts with the largest shares of urban residents.
Similarly, districts with a higher rural population
concentration have lower values of the District Human Development Index (DHDI). Four of the five
top districts with the highest concentration of village residents (Razgrad, Targovishte, Kurdjali and
Silistra) are among the six least developed regions
according to the DHDI ranking. By contrast, four of
the ten most developed regions according to the
DHDI ranking are among the top five districts having the largest shares of urban residents (Sofia
(capital), Varna, Gabrovo and Pernik).
The correlation between the sectoral composition
of employment and long-term unemployment is
particularly significant. During the past decade the
cities (with prevalent service industries) have sustained long-term unemployment levels that are by
approximately four percentage points lower than
the respective figures in the villages (with predominant agriculture). Long-term rural unemployment11 has soared in the districts of Vidin (96.8%),
Yambol (90.8%), Montana (84.1%) and Kyustendil
(80.5%). Long-term rural unemployment has remained above the country’s average (68.3%) even
in admittedly successful agricultural regions such as

NSI, 2001.
The relative share of unemployed people in the villages that have been out of work for one year or more as a percentage of the total number of unemployed people in 2002, NSI.
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the districts of Plovdiv (73.2%) and Dobrich
(76.6%).
The contradiction between high agricultural employment and high rural unemployment can be ex-

plained from several perspectives. Two possible
reasons that account for the high share of agricultural employment are that: 1) the sector is labourintensive, with a low use of technology; and 2) at
the beginning of the transition, urban labour from

the restructuring industries flowed into agriculture.
At the same time high unemployment can be associated with two other factors, namely: 1) there are
no alternative job opportunities in the villages outside agriculture; and 2) agriculture itself generates
“self-employment for survival” instead of hiring
new labour to propel the growth of effective, market-oriented agricultural enterprises. Agricultural
self-employment cannot absorb the free labour in
the rural regions; therefore the villages incur higher
unemployment rates than the cities.
The dominant role of self-employment in the
economy is evident in the structure of rural and urban employment. According to Figure 2, the share
of rural employers is twice smaller than that of urban employers. At the same time the relative share
of self-employed people (20.8%) and unpaid family
workers (4.2%) is almost twice higher in the villages
compared with the cities. Urban jobholders are
nearly 17% more than rural employees. The lack of
active entrepreneurship in the villages curtails op12

Average annual data based on company reports.
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portunities for job creation. The agricultural sector
continues to maintain high employment levels and
hence, poor efficiency.

ducers, whose land size and utilized equipment
should be expected to yield much higher productivity.13

A predominant agricultural sector in rural economies broadens the employment gap between people in villages and cities. Agriculture is labour-intensive with low efficiency and, compared with other
sectors, generates less GVA while employing more
people. At the same time this situation fails to reduce
unemployment in rural areas, because most of the
farms are subsistence-driven and do not create jobs.
Rural people are not only occupied in less effective
labour, but they also lose their jobs more frequently.

Public opinion is sensitized not so much with respect to the effectiveness of small or large-scale
producers, as to the “pressure exercised upon them
by the big dealers.” The set of problems14 associated
with non-market pressure concerns the institutional inability to safeguard agriculture from the big
players – monopolistic, informal, or international.
This refers chiefly to large trade and production
structures in Bulgaria, believed by public opinion to
hold down purchase prices through pressure and
illegal imports.

1.1.5. Producers unite
against monopolistic pressure

There exists a prevailing feeling that local producers are unable to defend their prices because they
are far too small. The majority of agricultural producers (60.5%) claim that the most essential factor
affecting purchase prices for agricultural products
is the pressure exercised by the large dealers and inbetween buyers.15 Support programmes, on the
other hand, (Figure 3) are seen to benefit largescale producers. Another class of large players are
international actors, associated with imports from
countries with subsidized agriculture.

Despite the need for economic diversification, sustainable development of the agricultural sector is
crucial, especially in the short term. A possible way
to increase the sector’s effectiveness is to stimulate
small producers to set up producer associations.
The potential of small-scale producers to develop
the agricultural sector and generate jobs in rural areas should not be underestimated. Large-scale producers are not necessarily more effective than small
farmers. In Bulgaria, highly intensive crops and
products (vegetables and animals) are mainly produced in small farms that employ most of the
workforce and take up one-third of cultivated
lands. Large leaseholders and cooperatives produce
mostly cereal crops, using extensive methods that
predicate much lower productivity per land unit (if
not per worker) compared with small farms. A likely conclusion is that certain sectors were able to
maintain and even increase production volumes
during the transition period due primarily to the
small-scale sector and not so much to large pro13

14
15
16

Box 5
JOBS16 PROJECT SUPPORTS SMALL PRODUCER ASSOCIATIONS

The JOBS Business Centre in Velingrad hosted the first Potato
Festival in 2000. The festival gave birth to the Association of Bulgarian Potato Producers, which united 28 members. The event
itself has grown into a traditional annual gathering each October that attracts potato growers and visitors from all over the
country. In addition to outdoor gourmet meals, round tables on
key issues within the sector assemble producers, entrepreneurs
and public bodies. In 2002, together with the Business Centre in
Velingrad the Potato Association started a pilot project testing
new potato varieties in Bulgaria with the ambition to join potato producers in a marketing cooperative.
Source: JOBS project, UNDP/MLSP

The explanation for this paradox is unfavorable prices for raw materials and finished products, which have rendered even large-scale agricultural production ineffective. Smallscale, labour-intensive farms escape the predicament by producing for personal consumption or for the market without calculating the cost of labour or other, for the time being, “free” goods (for instance, common pastures).
Based on factor analyses.
Swiss National Scientific Foundation (SNSF)/ASÀ, 2002.
Job Opportunities through Business Support (JOBS) is a joint project between the Bulgarian Ministry of Labour and Social Policy (MLSP) and UNDP. Its primary objective is to
promote employment and sustainable economic development with special emphasis on rural regions. The JOBS project has created a business support network of 37 business
centres/incubators in Bulgaria.
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The lack of initiative in developing small producer associations is not solely a matter of information and organization, but is also a psychological phenomenon,
deeply-rooted in Bulgarian individualistic culture. In
Bulgarian culture, perceptions that an individual can
personally gain from shared group interest arise gradually, mostly through positive practical experience.
More active measure implementation under the Special Accession Programme for Agriculture and Rural
Development (SAPARD) and other programmes supporting producer associations may have a significant
impact in this respect. Such measures may create positive examples that will encourage small producers to
unite and establish viable associations. Producers
may thus be protected as a result of organizational
restructuring of the agricultural enterprises, rather
than non-market financial interventions.

1.1.6. Land consolidation – an aspect of
overall rural development
Public opinion is not too critical concerning how
local producers stand up for labour costs. The public blames large dealers and producers rather than
the inability of small farmers to join together and
uphold their interests. General attitudes are relatively tolerant towards farmers’ organizations
whose mission is to be the mediators of this process of individual farmers becoming united.
Only 20.1% of rural people identify problems in
the methods of operation of such organizations
(top-down establishment and service of large producers). The institutional capacity of people to
defend their rights depends on their awareness
and information level. This aspect is not a cause
for concern neither in towns nor in villages. Only
19.9% of rural dwellers and even less (15.7%) of
registered agricultural producers fully agree that
the lack of information among farmers is an issue
for rural development.

Fragmented land ownership is a frequently discussed17 cause for the arduous development of the
agricultural sector. This section of the report raises
the issue to what extent fragmented land ownership is an obstacle to effective land use and whether land consolidation may contribute to overall rural development.
Agricultural land ownership in Bulgaria was restored
on small and scattered land parcels. While the average
land parcel size in 1946 was about five decares, to
date voluntary partition among heirs has reduced the
average size of land holdings down to two decares.
Fragmented land ownership is an issue primarily for
the large-scale leaseholders engaged in crop farming.
Notably, 64% of major crop farmers claim that land
consolidation would benefit their enterprise while
only 5.3% of small rural agribusinesses agree.18 Similarly, rural residents do not see land fragmentation as
a major issue for rural economic development.

17

There is an open debate on this issue at the MAF web site, www.mzg.government.bg.

18

According to data from two surveys: One was implemented in 2003 for the purposes of this report, and the other was conducted in 2002 for the report “Organization and Marketing in Bulgarian Agriculture – Obstacles and Resources for Development”. The report is financed by the Swiss National Research Foundation and will be published in the collective
work “Competitiveness of Bulgarian agricultural holdings”, Zh. Vladimirov, ed., Sofia (in print). Both surveys were conducted by the ASA (hereafter referred to as SNSF/ÀSÀ.
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Oppositely, the issue is met with greater concern
among urban than rural inhabitants. Such attitudes
are understandable, considering the limited
number of large leaseholders that are directly affected by land fragmentation. This is important for
the possible ways to address the issue. The majority
of large-scale farmers (concerned) wish that land
consolidation be based fully (46%) or partially
(19%) on a voluntary principle.
It should be pointed out, however, that despite
land fragmentation, market-oriented cooperatives
and leaseholders manage relatively large land areas.
Table 8 reveals that cooperatives have an average
land size of about 6,000 decares, while leaseholders
have on average about 4,800 decares. Certain farmers in Dobrudja have claimed that grain farming is
most efficient when it is conducted on larger farms,
covering a minimum of 15,000 decares.19
Small average land size (12 decares) is indeed characteristic for private producers without registration. The opinion poll established that such farmers
do not regard this as a major issue, because they
produce mainly for private consumption or because their products and output are not critically
affected by land size.
Fragmented land ownership does not necessarily
translate into fragmented land use. Consolidated
land use, however, is achieved through methods that
are not always legally sound and provide no security
for the farmers or for the owners. Leaseholders and
cooperatives tend to face difficulties resulting from
land fragmentation before (lease costs) rather than
during the process of land use.

Buying and selling land would be the most natural
way for land consolidation. The land market in Bulgaria, however, is still too narrow to spur the procBox 6
INFORMAL LAND CONSOLIDATION:

Exchange of fragmented pieces of private agricultural land is the
most common informal method of land consolidation in Bulgaria. The land split takes place in the beginning of the sowing year
for a one-year period. All parties concerned take part in a meeting, which determines what portion of the land each participant
is going to cultivate. In principle, the quantity of consolidated land
that each producer receives after the split is identical/equal with
the member’s initial (own or leased) land holding.
As there is no statutory document regulating the land swap, both
the leaseholders and the owners are facing serious risks. In reality,
one leaseholder is cultivating land that is contractually leased to
another tenant. The owner may undo the signed contract for the
land, thereby voiding the informal land swap between the leaseholders. The owner may also seize the harvest from the land if the
land plot has not been cultivated by the same producer who has
signed the contract. This practice is quite likely to persist, and even
to spread to other regions of the country beyond Dobrudja.
Source: NHDR team, 2003

19

Consulting team Kopeva, D., Mihailov, D., In-depth interviews conducted for the purposes of a FAO report, 2001.
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ess. Agricultural land prices in Bulgaria are about ten
times lower than in the EU. The average EU price per
hectare is about ¤7,800 compared with ¤720 (BGN
141 per decare) in Bulgaria20. Large price differences
exist for many other commodities. For instance,
housing prices in Sofia are 38 times cheaper compared with London21. Still, a housing market exists in
Bulgaria, while for agricultural land there is none.
Agricultural land prices in the country appear too
low to motivate sellers, while they are beyond the
reach of the ineffective agricultural enterprises.
Opinion poll data indicates that at the national level only 2.1% of people have sold agricultural land
over the past 10 years and 0.2% feel motivated to
sell land because of the land price. The few land
sales occur more often with farmers (1.5%) than
with cooperatives (0.2%). Farmers from outside the
village (0.3%) tend to buy land more often than village-based cooperatives (0.2%).
In 2001, according to data from the System for Agricultural Market Information (SAPI), the land market experienced a rapid hike followed by a relapse
(Table 9). Such dynamics can hardly be explained
with strictly market changes in the economic environment. During that period the buyers (producers) did not post larger profits that could have enabled them to make investments. There was no reason for the sellers to be more active, as land prices
did not increase. The temporary hike in sales was
most likely due to the swap of attractive land plots
from the State Land Fund for privately owned land

20
21

22
23

situated in less attractive parts of the country22.
When fewer attractive land plots from the State
Land Fund were left, land sales declined.
The scarce demand for land results mostly from the
poor efficiency of agricultural enterprises, which
fail to generate sufficient profits to support investment. Additionally, land owners are not motivated
to sell, because land prices are not sufficiently high
to compensate for the in-kind income raised from
land cultivation and through the socio-market relations with cooperatives.
Urban residents are most strongly motivated to sell
land (3.3%). The few people selling agricultural land
earn their living outside of agriculture (2.4% have
stated other earnings besides income from agriculture), and enjoy a relatively high income. This suggests that motivation to sell land appears as soon as
it ceases to be a source of subsistence. For the time
being most people in the villages lack alternatives to
make a living besides subsistence farming. They start
considering selling their land only when they have
sufficient in-cash income to provide for their food. It
is availability, not lack of income that can motivate
owners to part with their land. A brisk land market
and resulting land consolidation are directly contingent on overall development of rural regions and especially on the development of the rural economy
outside of the agricultural sector.
The process of land consolidation can contribute
to integrated rural development. A survey23 of mu-

According to data from the System for Agricultural Market Information (SAPI) for 2002/2001 and Eurostat, Land prices and rents, 1997, http://media.imoti.net/news.
According to the International Real Estate Federation in 2002, Sofia offered the cheapest housing (¤260) among the other emerging markets. Housing was most expensive in
London at ¤9,500 per sq.m, followed by New York at ¤7,000 per sq.m, http://media.imoti.net.
According to interviews with notaries public in Northeast Bulgaria – consulting team Kopeva, D., Mihailov, D., In-depth interviews conducted for the purposes of a FAO report, 2001.
According to data from FAO, Sub-regional Office for Central and Eastern Europe, Schlosser, 1999.

28

National Human Development Report 2003
RURAL REGIONS: OVERCOMING DEVELOPMENT DISPARITIES

nicipalities in Bavaria, Germany, established that
municipalities that implemented comprehensive
land consolidation procedures had a 15% advantage in their general development compared with
places that had not initiated consolidation procedures. Another study24 found that investments in
comprehensive land consolidation led to increases
in direct and indirect off-farm employment averaging 25%. While these findings are not directly transferable into the Bulgarian reality, they indicate that
land consolidation may positively impact overall
investment activity in rural regions.
Rearrangement of land parcels may have not only
economic, but also social, environmental and community implications for the development of rural
regions. Among others, it may:
• Facilitate effective land use, especially for the
large producers;
• Increase motivation to sell among owners that
live outside of the villages or do not use their
land for their subsistence;
• Strengthen cooperation and confidence between
the producers (leaseholders) and the owners during the process of land rearrangement;
• Reduce the share of petty parcels of idle land;
• Enable effective protection of natural resources
(forests, tree belts, bodies of water, biological
corridors, etc.) by exchanging ecologically valuable parcels of privately owned land for stateowned land.

the participation of actively concerned local communities. The central government should only facilitate the process by providing information and
an appropriate legal framework (Box 7).
The establishment of a unified agricultural land information system, maintaining data on ownership and
the land cadastre, may facilitate land consolidation.
The recommendations of the EC regular report on
Bulgaria’s progress towards accession25 and the efforts of the World Bank in Bulgaria26 go along these
lines. Appropriate legislation must be put in place that
will vest the initiative, responsibility and powers for
land consolidation with the local communities.
Consolidation is unlikely to expand the national
land market overnight. The market for agricultural
land in Bulgaria is more likely to gradually increase,
when agricultural efficiency improves and rural
economies diversify. Then land will become more
necessary for businesses (who do not have it) and
less vital for the survival of rural people (who have
it). Therefore land consolidation, a more active
land market and more effective land use converge
on overall development of rural regions.
Box 7

Involving towns and villages in the consolidation
process makes it possible to improve vital communal and public facilities through better planning of
roads, sewage systems, energy supply networks and
other local infrastructure. Land consolidation measures should be perceived as an integral part of local
communal development planning efforts.
As such, land consolidation should not be managed
or implemented by the central government. It
should emerge from local government efforts with

WHAT SHOULD BE THE PROCESS OF LAND CONSOLIDATION?

• Land consolidation has to be participatory, democratic and
community driven.
• The focus is on rural livelihoods and welfare rather than on
the primary production of staple food products.
• The end result is community renewal, that is, conditions for
sustainable economic and political development of the entire community.
• It assists the community to define new ways of using and reorganizing its resources (land parcels).
• The role of the government is clearly defined to a) facilite the
process by providing information (what is land consolidation,
what are the likely costs and benefits) and b) provide the normative framework.
• The role of the government is not to manage or force the process. Land consolidation should start up and be implemented
by the local community.
Source: FAO, Sub-regional Office for Central and Eastern Europe27

24

According to data from FAO, Sub-regional Office for Central and Eastern Europe, Schlosser, 1999, IFO-Institut, 1991.

25

2003 Regular Report on Bulgaria’s Progress Towards Accession, p. 60, European Commission.
See Chapter 4 of the report.

26
27

Contribution by Friz Renbold, Land Tenure and Rural Development Officer, Sub-regional Office for Central and Eastern Europe, FAO.
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Chapter 2
HUMAN DIMENSIONS
OF RURAL DEVELOPMENT
Placing people at the centre of development implies that rural regions stand on an equal economic footing, but also in terms of healthcare
and education. Rural development is largely contingent on demographic structure, especially in
the villages.
This chapter of the report highlights problems resulting from demographic, educational and healthcare disparities between urban and rural people.

2.1. Demographic Profile
of Rural Regions
The proportion of rural population, with its ageing
or rejuvenation, and the migration processes to and
from the cities will be involved in determining various scenarios for rural development in Bulgaria.

2.1.1. Is there a demographic “crisis”
in Bulgarian villages?
A decreasing rural population in Bulgaria may have
ambiguous implications for rural development. A
lesser share of rural residents may indicate more effective labour, if comprised for instance of small
numbers of farmers that cultivate large land areas
and use highly productive machinery. A diminishing number of rural inhabitants may unlock possibilities for targeting and more effective utilization
of social spending for education and healthcare in
larger population centres within rural regions. Depopulation of villages, on the other hand, can have
negative social, economic and environmental con-

sequences. In Spain, village depopulation has led to
a growing share of idle land, rising prices for urban
dwellings and more frequent forest fires.28
The trend of rural population decline in Bulgaria
has gradually subsided. The largest exodus from villages took place during industrialization in the
1960s and 1970s. In 1975, the national census registered a rural population drop of 24.4 percentage
points compared to 1956, when 66.4% of all Bulgarians lived in villages. By 1995, rural population
fell by half to 32.2%. This proportion has remained
relatively stable over the past years, measuring 31%
according to the last census in 2001.
Box 8
MILLENNIUM DEVELOPMENT GOALS:
OVERCOMING DISPARITIES BETWEEN TOWNS AND VILLAGES

In March 2003, Bulgaria published its first national report on the
Millennium Development Goals (MDGs)29. The report sets out
eight goals with specific measurable indicators that Bulgaria
wants to achieve by 2015. The MDGs are associated with overcoming poverty, improving maternal and child health, limiting
the spread of diseases such as HIV/AIDS and tuberculosis, promoting gender equality, ensuring environmental sustainability
and forging partnerships for development. The MDGs have been
specifically adapted to the Bulgarian context with a view to the
country’s prospects for EU membership.
The achievement of six of the eight goals requires target actions
for overcoming disparities between Bulgarian towns and villages:
• Goal 1 – achieving average monthly income of ¤280 by 2015. In
2001, average income was ¤63.5 in villages and ¤80.3 in cities.
• Goal 2 – achieving net completion ratio of 95% in the juniorhigh stage of primary education. In 2001, this ratio was 69.1%
in villages compared to 89.5% in cities.
• Goal 3 – promoting gender equality. Women make up 26% of
Parliament, while only 9% of mayors are women.
• Goal 4 – reducing child mortality down to 7% by 2015. In 2001,
child mortality measured 18.2% in villages compared to 12.9%
in cities.
• Goal 5 – reducing maternal mortality down to 5.1 per 100,000
live births by 2015. In 2001, maternal mortality was 25.5 in
villages compared to 16.5 in cities.
• Goal 7 – ensuring environmental sustainability. In 2001, only
2.1% of rural inhabitants were connected to sewerage networks compared to 70.2% of urban residents.
Source: Millennium Development Goals, Bulgaria, UNDP, 2003
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www.geographyfieldwork.com/RuralDepopulationCausesEffectsSolutions.htm.
Millennium Development Goals, Bulgaria, UNDP, 2003.
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The United Nations Population Division (UNPD)30
forecasts that the Bulgarian rural population will
remain above 29% until 2020. Judging from demographic processes in other European countries, declining rural population and large city concentration is inevitable. Within the EU, 75% of people
populate only 20% of the entire territory. Table 10
shows that highly developed agricultural countries
characteristically have low shares of rural population. Bulgaria has a significantly larger rural population compared to countries such as France, Spain
and the Czech Republic, but this share is lower than
in other countries such as Greece, Romania and Poland. UNPD forecasts that in Hungary and Poland
rural populations are expected to dwindle by 5-6
percentage points by 2020 compared to 1-2 percentage points for Bulgaria.

More important is the issue of the type of people
that live in rural areas. Bulgaria has a clear trend of
an ageing rural population. In 2001, the average
age of rural residents rose to 44.6 years from 44.0 in
1999. By comparison, the average age of urban residents in 2001 was 38.6 years. The share of the population under and over working age (age dependency31 ) is considerably higher in villages (65.8% in
2001)32 than in cities. In 2002, one in four rural inhabitants was older than 65 years (25.26%).
At the regional level, the districts with the highest
concentration of people over 65 years are Vidin
(24.28%), Montana (22.74%), Lovech (21.16%), Gabrovo (20.48%) and Pernik (20.48%). One assumption
is that the larger shares of elderly people in the districts of Montana and Vidin are associated with the
comparatively high concentration of rural residents
(more than 38%). A factor to consider in the other
three districts is the mountainous terrain, which for
many people contributes to extended longevity.
The major reason for the decreasing rural population is the decreasing number of young people,
leading to lower birth rates and higher mortality.
Over the past six years mortality rates in Bulgarian
villages have been almost twice higher compared to
cities. Figure 6 shows a mortality rate of 11.5 per
1,000 in towns compared to 20.4 in villages. Male
mortality in villages is particularly high (21.8 per
1,000 versus 19 per 1,000 women in 2001) and is associated with higher early mortality rates of men liv-

30

UNPD: The 2002 revision population database.

31

Population under 15 and over 64 years old calculated according to United Nations methodology.
Population, NSI, 1999-2001.
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ing in villages. Child mortality in villages is 18.2 per
1,000 compared with 12.9 per 1,000 in cities.33
Village birth rates have slowly but steadily increased against unstable birth rates in towns compared to 1999. For instance, rural birth rates increased from 6.7 per 1,000 in 1998, to 8.1 in 2001,
while in cities the birth rate dropped down from
9.3 per 1,000 in 1999 to 8.9 per 1,000 in 2001.
Women living in villages have a higher birth rate
compared to urban women. Rural fertility rates
have continued to increase over the past years,
from 1.43 in 1999 to 1.55 in 2001.
In general, districts with a high concentration of
rural population have lower values of the District
Human Development Index (DHDI). From a demographic perspective, a substantial factor in this
respect is the DHDI component associated with life
expectancy, which is dramatically low across
northeast Bulgaria. The districts of Silistra, Targovishte and Razgrad include three major factors34 accounting for low life expectancy – plain terrains,
high concentration of ethnic population and large
shares of rural inhabitants.
Demographic changes in rural areas have generally
stabilized over the past couple of years. It can be
expected that the decreasing rural population will
not intensify dramatically. The stabilizing numbers
of rural inhabitants (29-30%) may have a negative
impact, unless the rural population grows much
younger. The concentration of elderly people in rural regions requires substantial social spending and
limits opportunities for economic growth.

2.1.2. Migration from villages to nearby small
towns may possibly revive rural regions
Migration is a sign of labour market mobility. If migration to small towns does occur indeed, it may become a possible way for revitalizing rural regions.
33

Per 1,000 live births.

34

Regarding factors accountable for low life expectancy, see “Human Development
Index: Municipalities in the Context of Regions”, UNDP, 2002.
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Migration has four aspects, three of which have direct bearing on rural development. In 2002, migration between cities accounted for 45% of all movement. The second largest movement was from villages to towns (22.8%), followed by a relocation
from towns to villages at 20.5%. The fourth aspect,
which is movement between villages, accounted
for 11% of overall migration. Migration to villages
marked a peak in 1995, when 17,000 more people
migrated to villages than towns.35
Over the past couple of decades, migration trends
from towns to villages and from villages to towns
continue to change (Figure 8). Urban bound migration was dominant in the years of industrialization
and, despite a decreasing trend during the 1970s,
prevailed until the early 1980s. Migration from
towns to villages began to grow in the late 1980s,
well into the first years of the transition. The crisis
during 1995-1997 brought about an outflow towards rural areas, as elderly people started to return
to villages in order to compensate for their low income with subsistence farming.
In recent years, rural bound migration has subsided.
Those returning in the 1980s and 1990s were people
of retirement age that had left their native villages on
the crest of industrialization (1950s and 1960s). By
the end of the 1980s, migration from villages towards
towns dropped, indicating that in the future fewer
people will return to their rural homes to retire. This
trend may partially renew the depopulation of villag-

35

es. At the same time, if fewer elderly people move to
live in villages, it will decrease the average age in rural
areas, thereby improving their demographic profile.
Although on a reducing scale, migration continues
to have a negative impact on population growth in
rural areas. Overall, 29,188 rural residents moved to
the cities in 2002, which is just over half as much
compared to 2001 (54,554) and 2000 (53,770).
Villages actually attract labour from other villages.
Data shows that most frequently job seekers in villages come from other villages (6.1%) or small
towns (4.4%). Trying to find jobs in small towns appears as a more realistic option for rural residents.
In 2002, 11.2% of village residents searched for employment in a neighbouring town, whereas 6.1%
actually found employment in a neighbouring
town. Only a few rural people venture to seek employment in remote large cities such as Sofia, Plovdiv and Varna. However, two-thirds of such risk
takers indeed find jobs.
Table 11 shows that the human resources for rural
recovery are to be found in other small towns or
villages. People from villages and small towns usually seek employment in places similar to the ones
that they live in. During the past year, 10.8% of
small town dwellers and 11.2% of village dwellers
sought employment in another small town. By contrast, a mere 3.7% of village dwellers tried to make a
living in large urban centres (Sofia, Plovdiv, Varna,

Mihailov, D., Impact of demographic processes on land tenure in Bulgaria, Report commissioned by FAO, 2002.
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Burgas, Russe). Not one of the surveyed residents of
Sofia and only 1.4% of district city dwellers has
sought employment in villages.
The regional aspect of village-to-town migration in
2002 was rather varied, ranging from 10.02% for Sofia to 0.52% for the district of Blagoevgrad. A dense
rural population does not necessarily imply more intense urban bound migration.36 Migration from villages to towns is particularly high in areas with a relatively small rural population living close to well developed economic centres. This is true for the districts of Sofia, with migration of 10.06% from a surrounding rural population of 4.63%, and Gabrovo,
with migration of 2.13% and surrounding rural population of 20.48%. By contrast, urban-driven migration is relatively low (about 0.7%) in economically
underdeveloped regions with numerous and remote
villages, such as the districts of Kurdjali, Razgrad, Silistra and Dobrich. The urban economies of these regions are unable to absorb the workforce, and a decision to migrate is psychologically more difficult to
make when the cities are distant (and unfamiliar).
Migration from villages to nearby towns may present
a chance for the revival of rural regions. Finding a
job in the large city centres seems unlikely and difficult for people living in remote villages. Reviving the
economy in underdeveloped areas and especially in
their local small towns may directly impact overall
rural development.

process may concentrate a large share of ethnic minorities in rural areas. In this way the ethnic map of
Bulgaria will to an even greater extent coincide
with the regional map of poverty.
Bulgarian villages continue to report negative
growth despite indications that depopulation
processes are abating. The movement of people to
neighbouring small towns and larger villages may
play a decisive role in rural region revival, although
it may prove fatal for some smaller villages that risk
losing their entire population. Nonetheless, this development may revitalize Bulgaria’s larger villages
and especially the small towns.
A natural decrease of migration of elderly people
from towns to villages may also have a positive demographic impact, bringing down the average age
of the rural population. Rural depopulation may intensify if agriculture becomes reserved for large
farm businesses. At present, however, Bulgarian villages shelter more than 30% of the population.
The best scenario is for the decrease in rural populations to result from a revival of small towns and
large villages that attract and keep labour from the
smaller settlements. The pessimistic scenario will be

2.1.3. Ethnic minorities
“replace” elderly people in the villages
Bulgarian villages compose a large portion of the
ethnic population in Bulgaria. Data from the population census in 2001 indicates that 46.2% of Roma
and 63.0% of ethnic Turks live in rural areas. Figure
9 reveals that members of the Roma minority migrate most often towards villages, ethnic Turks
move to small towns, and Bulgarians opt for large
district centres (Sofia, Varna, Burgas, Russe). This

36

The conducted statistical analyses have not identified a statistically significant correlation between the concentration of rural population and urban bound migration (Pierson
Sign. = 0.73).

National Human Development Report 2003
RURAL REGIONS: OVERCOMING DEVELOPMENT DISPARITIES

35

for most of the country’s poor and ethnic minority
population to reside in Bulgarian villages.

2.2. Education and culture
in rural regions
Equal rural development requires competitive education. An association of small producers in modern cooperatives, the level of participation in support programmes, the strengthening of the institutions and even the response towards monopolistic
pressure all largely depend on the level of information and education of local people.

2.2.1. Disparities in the scope
and quality of the educational system
According to the UNDP Global Human Development Index (HDI), Bulgaria ranks in the upper half
of medium developed countries due to good literacy indicators. Bulgaria’s educational component in
the HDI equals that of the Czech Republic, al-

though in the overall 2003 HDI the Czech Republic
ranks 32nd and Bulgaria is 57th. 37
Enrolment in the first two levels of education38 has
been growing since 2000, with annual growth of 11.5%. The last school year brought a more significant increase, by 2.6 percentage points. If this trend
continues, Bulgaria may recover enrolment levels
from the start of the transition period, at about 9093% for the various educational levels.39
Enrolment though is not increasing equally across
all regions. The largest gain, by 3.5–4.5%, is observed in the large district centres such as Sofia,
Plovdiv and Varna. An encouraging tendency has
emerged for enrolment growth in regions with
mixed ethnic population, such as the districts of
Targovishte (up by 3.44%), Kurdjali (up by 2.77%),
Sliven (up by 2.7%), Haskovo (up by 2.4%) and Pazardjik (up by 2.5%). Nonetheless, these regions
continue to fall behind areas with a prevalent Bulgarian population and still have lower ranking according to the educational component of the HDI.
Table 12 shows that the common denominator for
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Global Human Development Report, Millennium Development Goals: A compact among nations to end human poverty, 2003, p. 238.

38

Enrolled children as a proportion of the population aged 7-18 years for the current year. According to Bulgarian legislation, education is divided into three levels: first level –
primary education, second level – secondary education, and third level – tertiary (university education). Primary education is subdivided into two stages – initial stage (1st to 4th

39

grade) and junior high stage (5th to 8th grade). Secondary education is from 9th to 12th grade.
See Millennium Development Goals, Bulgaria, UNDP, 2003.

36

National Human Development Report 2003
RURAL REGIONS: OVERCOMING DEVELOPMENT DISPARITIES

low enrolment is a combination of rural and ethnic
minority population. Typical examples are the districts of Kurdjali, Razgrad and Silistra, which have
high percentages of ethnic minority populations
and over 50% of rural inhabitants.
Despite positive changes, the rural population is still
less covered by the educational system. Enrolment
rates in the two stages of primary education are
15% lower in villages than in cities. More than 20%
of enrolled rural children in the initial and junior
high stages of primary education drop out before
graduation. By comparison, only 0.3% of urban
children fail to complete the initial stage of primary
education.
The HDI educational component, however, does
not reflect the quality of education.40 The most recent Organisation for Economic Co-operation and
Development (OECD) data41 points out that Bulgaria has lower “reading literacy” indicators than all
other Eastern European countries, except for Albania. The survey suggests that Bulgaria’s educational
lag is largely due to social disparities that create
substantial contrasts in the quality of education.
Bulgaria has elite schools that produce International Mathematics Olympic42 champions, but also has
schools with a very poor quality of education. Table
13 reveals that not a single rural child and only 6%
of small town children were able to join the Philosophy Faculty at Sofia University St. Kliment Ohridski in the academic year 2003/04. By comparison,
nearly half of newly enrolled students have graduated from secondary schools in Sofia.

quality education than the country average. This
feeling is shared by 21.6% of small town dwellers,
10.5% of district centre residents and only 2.3% of
Sofia-based citizens.
Low coverage and uncompetitive education quality
in villages create lower educational ambitions.
While 93.6% of Sofia parents wish that their children have university education, this is only true for
86.3% of district city dwellers and 71.6% of rural
people. This perpetuates a circle of educational inequality and limits the chances of rural children for
competitive careers and employment.

2.2.2. Linking education
with the labour market
Very few Bulgarian children receive education associated with agricultural professions, and they are
more often from towns than from villages. Only
3.8% of rural children receive a specialty43 associated with agriculture versus 4.4% nationally, 6.3% in
small towns and 7.2% in Sofia. Similarly, 9% of rural
parents would like their children to receive higher
education44 in agriculture and forestry, whereas
25.9% would rather prefer other university specialties outside of these sectors.

Unequal access to quality education is a key issue
for rural development. Data confirm observations
of lower education quality in villages compared to
cities. Although public expenses per rural student
are higher, rural people estimate that the quality of
their education is poorer. For instance, 38.7% of rural parents believe that their children receive lower
40

The HDI educational component comprises indicators for enrolment in the first and the second level of education and “literacy”, which has a weight of “2”. The HDI educational component is turned towards basic, not high educational attainment.

41

Literacy Skills for the World of tomorrow, PISA, OECD/UNESCO survey, 2003, http://www.pisa.oecd.org.
Bulgaria won first places in the International Mathematics Olympiad, which took place in Tokyo in July 2003, www.novinite.com/view_news.php?id=24353.

42
43

Agricultural Technical School, Technical School for the Food Industry, Higher Educational Institute on Forest Management, Higher Educational Institute for Food Industry,
Agronomy, Zoological Technology, Agricultural Economics, and other specialties associated with agriculture.

44

Higher education in the food industry, agronomy, forest management, zoological technology, agricultural economics, other higher education in agriculture.
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Box 9
MISSING LINKS WITH LOCAL BUSINESSES

The sole proprietor Radi Radev from Novi Pazar grows vegetables uncommonly found in Bulgaria. His enterprise stocks the
large chain stores of Metro and Billa and exports to a number of
countries. The successful business formula is good management,
drip-irrigation and door-to-door delivery.
Now the company has the ambition to establish a training centre, working in closer cooperation with the local vocational agricultural school. The idea has strong possibility for support from
the local community through funds from the Novi Pazar Civil
Forum.45 Both the manager of the business and the school’s principal agree that the current legislation creates hurdles for such
collaboration, because it fails to stimulate vocational schools to
raise their own revenue.46 The local and the central governments
show little interest in this kind of projects: “If I wish to have some
students on my farm, it will be easier for me to do it from Thailand than from Novi Pazar. Our young people go to harvest strawberries in England, instead of studying modern agriculture techniques at home.”
Source: Interview with Radi Radev, vegetable grower from Novi Pazar, 2003

Overall, only 16.3% of parents would like their children to have a secondary or higher education associated with agriculture and the food industry. Such
plans are most popular among the Turkish community, where 10.5% prefer for their children to study
in agricultural technical schools. For their part,
young people have a preference for information
sciences and foreign languages (English in particu-

45

46

lar), which implies orientation away from professions in agriculture and forest management.
Small town residents show a relatively strong interest in higher education connected with agriculture
(11.1%). They choose specialties such as the food
industry (2.3%) and agronomy (2.0%) that can be
practiced in towns as well as villages. Again, this
highlights the potential of small towns to animate
the development of rural regions.
Generally, the education that young people wish to
and ultimately receive does not match the current
labour market. Current data shows that agricultural
professions are stigmatized. Rural parents wish to
have a different future for their children, away from
prospects to work the land, even if this is backed by
university education. Employment in agriculture is
not regarded as a success but rather as a temporary
resort when no other jobs are available. From the
perspective of rural economic diversification, this is
good news as young people do not want to be engaged in agriculture. On the other hand, modern
agriculture can hardly be developed without
trained specialists. The relatively strong interest in
agricultural professions among people from small
towns holds certain potential in this respect.

The Civil Forum is a programme of the Swiss Development and Cooperation Agency (SDC) supporting civil participation in municipal governance. The forums put up civil rec-

Vocational training and not only in agriculture,

ommendations and project ideas that are partially financed by the SDC.
Vocational schools declare revenue to the Ministry of Finance, which usually lowers the school budgets proportionately. Business activities carried out by vocational schools are
subject to taxation similar to operations performed by any other legal entity.
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needs stronger regional specialization. Regional development policies should be decentralized in order
to accommodate local educational needs and capacities. Crucial links must be supported between
vocational education and local and regional businesses. It serves to enhance student qualifications
and their chances to find employment in the local labour market. Granting larger financial independence to vocational schools through tax incentives
for independent business activities may be considered. Such practices will encourage school management efforts to pursue closer interaction with local
businesses.

dren completing primary education decreased by
5.13 percentage points.
School closure and subsequent relocation to new
schools have ambiguous implications for children.

3.2.3. The debate on closing schools
NSI data indicates that the number of general education schools in Bulgaria decreased from 3,289 in
1995/96 to 2,720 in 2002/03. Villages have experienced the most dramatic reduction in the
number of general schools. Figure 10 shows that
in 1995/96 villages accommodated 63.18% of all
general education schools in Bulgaria compared
to 56.36% in 2002/03. The completion rate for
primary education in villages47 closely follows the
dynamics of school closure. This indicates that the
downsizing of the school network corresponds to
the local demographic processes without narrowing the coverage of primary education in Bulgarian villages. Closing schools would be a problem, if
completion rates dropped more than the share of
closing rural schools. It would mean that there are
rural children that do not have schools to go to.
Decreasing numbers of rural children, however,
generally correspond to the numbers of closing
schools. Figure 10 reveals that the restructuring of
the school network has instead produced a (marginally) positive effect on educational coverage. In
2002/03, the share of general education schools
in villages diminished by 6.82 percentage points
compared to 1995/96, whereas the share of chil-

On the one hand, “moving to a new school” leads
to higher attendance and lowers dropout rates. Relocating children due to school closure49 brings up
“regular class attendance” from 84% to 90.8% and
reduces the share of dropouts (from the new
school) by about 3.2 percentage points. This can be
attributed to better material facilities and higher
educational quality in the new schools. On the other hand, relocation results in worse personal performance and discipline of children in the new
school, and increases numbers of unjustified absences. Such absences may actually increase due to
involved travel. Commuting leaves less time to children for out-of-class activities and creates additional costs for their families. Parents point out50 that
monthly expenses related to school relocation
have increased on average by BGN 30.
Some children, however, do not change schools after their former school has closed down. Nationally,
6.3% (Figure 11) of children from settlements with
closed schools do not attend school, compared to
3.6% in places where no schools were closed.

47

Most of rural schools are primary education establishments.

48

Statistical Yearbook, 2000; NSI calculations for the purposes of the National Human Development Report, 2003.
Representative survey among minority children, their parents and teachers on problems of the educational system conducted by the International Minority and Intercultural

49

50

Research Centre /ÀSÀ on assignment by the Ministry of Education and the World Bank, 2003.
Ibid.
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2.2.4. Rural versus urban values
Perceptions about villages and rural people may either promote or hinder equitable development. A
consequence of rural depopulation is the broken
link with the Bulgarian system of values. Rural values are inseparable from and perhaps dominant in
the Bulgarian national identity. By contrast with
the countries in Western Europe, villages were the
main territorial unit in Bulgaria almost until the
end of the 19th century.51

Relocated children study in schools with better facilities. In the new school, they use computers
more often (33.3% among relocated children, over
29.3% among non-relocated students) and have
more access to specialized classrooms and laboratories (4.52 on average in the new school versus
3.94 in the previous school).
School closures in smaller villages may improve class
attendance of relocated children and may guarantee better objective conditions for higher quality of
education. At the same time this requires children to
adapt to new teaching and psychological environments, as well as funds to cover travel expenses. Lack
of money for commuting to another school may
undermine enrolment, as some of the children may
drop out altogether.
Restructuring the school network will be a difficult
process if decisions are not locally discussed and coordinated with teachers, school boards, parents and
children. Changes of any kind will be too risky if they
are implemented without the participation of those
that will be affected.

The opinion poll confirms the diverse public perceptions of Bulgarian rural life from Bulgaria’s independence and during the interwar period
(1878–1941). The Bulgarian village was perceived
as the cradle of “national traditions,” the source of
“values and hardwork” and of “strong, indestructible forces, which have preserved Bulgarian identity52 ”. Oppositely, the village was also seen as a
“primitive,” “backward” and “conservative” environment that prevented the processes of modernization. These polar opinions concerning villages
and rural people are still valid today.
According to the opinion poll, nationally, people
agree that rural people are hard-working (4.16)53,
hospitable (4.11), support traditions (4.09), and
that the Bulgarian village is the symbol of Bulgarian roots (4.10). The poll suggests that people disagree with the statement that rural people are dependent (2.15). In general, public attitudes perceive Bulgarian villages as “areas of unharmed nature and traditional Bulgarian values”. These perceptions come from Bulgarian classical ethnography and romantic literature. Such cultural stereotypes dissuade negative perceptions that rural
people are disorganized (2.58), thrifty (2.65) and
gullible (2.75).
The average national values from the poll, however, conceal the opposing perceptions between urban and rural residents. Rural people perceive
themselves as hard-working (4.36) and see villag-

51

Castellain, G., Balkan History, Hermes, 2002.

52

Ê. Petkanov, – “Bulgarian Inteligentsia as the Child and the Denial of the Bulgarian Village”, Why we are as we are?, Iv. Elenkov, ed., R, Daskalov. Sofia, Prosveta, 1994.
On a scale from 1 to 5, where 1= complete disagreement and 5 = complete agreement.
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es as the symbol of Bulgarian national identity
(4.19). By contrast, such rural characteristics are
far less convincing for people in Sofia (3.80 and
3.85 respectively). Rural people perceive their life
as difficult (4.26), while Sofia residents see it as a
healthy lifestyle.
The cultural opposition between rural and urban
unfolds within the context of modern versus traditional. Within this framework, village dwellers cannot be modern even if they wish to, because modernity is associated primarily with urban lifestyles.
Limited opportunities for interaction between rural
and urban culture cement differences between
these respective value systems, thereby making
change not only difficult but also unwelcome.
Those that want to change have one single option,
to reshape their cultural identity, which means
leaving the village.
Another factor for the stigmatization of rural cultural identity is the retreat of the cultural institutions from the villages, coupled with the penetration of cable and satellite television. Rural culture
can only emerge from its inferior perception, seen
as less important than urban culture, through mutual interaction and understanding between both
cultures. This can happen when rural folklore steps
beyond its museum identity and when urban culture (mainly through new technologies) reaches
out to modernize rural lifestyle.
An alternative for change comes from the Chitalishte, which are local civic centres with enormous potential and social and cultural significance. They can not only restore a positive rural
identity but can also introduce modern culture in
villages that usually tends to be seen as reserved
urban territory.
The Chitalishte can assume some general education
functions of closed schools, for instance computer
training. By doing this, they can reclaim their tradi54
55
56

Box 10
CITY AND SMALL TOWN LIFESTYLES: A CULTURE OF POVERTY

According to data, village people see an occupation in agriculture more as a lifestyle than a business. Time distribution in the
rural lifestyle54 leaves almost no time for self-study, culture, or
hobbies. The share of expenses for leisure and education in villages is more than 2.5 times smaller compared with cities.55 This
fact predetermines a way of life where securing food and basic
necessities come first, with a diminished consumption of all other things. Systematic care for one’s health is not a priority. Cultural consumption is limited to mass culture products, with precedence given to so-called soap-operas, television entertainment
programmes and popular music (Bulgarian pop/folk).
In terms of possessing remote control televisions, rural residents
fall marginally behind urban dwellers at 64.1% compared with a
national average of 77.6%. A larger proportion of rural residents
(15.7%) possess satellite dishes compared with the national average (7.9%). Such a lifestyle can be partially explained with the
more advanced age of village inhabitants. Young people strive
to have more private time and to adopt urban, “modern” consumption patterns.
Many characteristic features of rural lifestyle are common not
only in villages but also among urban dwellers, particularly in
the small towns. That warrants inference of the so-called “culture of poverty” – a peculiar mindset and lifestyle associated with
day-to-day survival as well as the minimization of needs and social expectation. This lifestyle perpetuates low social self-esteem
and passive survival strategies.56
Therefore rural development policies should largely be seen as
policies to overcome poverty and development disparities rather than solve specifically rural problems.
Source: NHDR team, 2003.

tional role of enlightenment centres, charged with a
new social task towards community development.

2.3. Healthcare in Rural Regions
2.3.1. Health Status
Development disparities in rural regions are associated with a lower healthcare status compared to
cities. Rural people not only have a shorter lifespan
but also suffer from more diseases compared to urban people.

Behaviour and habits characteristic for a given person or group of people and reflecting their values and attitudes.
See Chapter 1 of the report.
See Stefanov, Ivan. “Between political apathy and a culture of poverty”. In: New publicity. The Bulgarian debates. 1998. (Ivan Elenkov, ed.) Open Society Foundation, 1999, p.
190–191. The term was first introduced by Oscar Lewis in 1966.
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Cancer and tuberculosis are exceptions where a
nearly identical incidence is exhibited in rural and
urban regions. Another exception is syphilis, which
is more characteristic in the cities. Over the past
two decades, the prevalence of cancer has alarmingly increased across the country.
Child and maternal mortality in rural areas is particularly alarming. In 2001, maternal mortality
reached 25.5 cases (per 100,000 live births) in rural
areas compared to 16.5 in urban areas. Maternal
mortality in EU member states is about four times
lower than in Bulgaria (5.1 per 100,000 live births
in 2000).

People from villages and small towns suffer from
more diseases except incidences of heart attacks,
strokes and certain typically urban chronic diseases.
Especially high are indicators for kinetic problems
and other illnesses associated with physical labour
(limb cramps, disk hernia, etc.).57 Health issues such
as maternal mortality and child mortality are more
prevalent in rural areas.58 Table 15 indicates that
such health issues have about a one-third higher incidence in rural regions than in urban regions.

In 2001, deaths among rural children, under oneyear old (18.2 per 1,000), were about six times
higher compared to those of urban children (12.9
per 1,000). There are significant regional disparities: in 2001 the most disturbing indicators were
registered in the districts of Sliven (29.6 per
1,000), Montana (23.2 per 1,000), Razgrad (22.0
per 1,000) and Dobrich (21.5 per 1,000). These regions have relatively high concentrations of rural
people and generally rank at the lower end of the
list according to the UNDP Human Development

57

Report by ÀSÀ for the Ministry of Health/ World Bank, 2002.

58

See Millennium Development Goals, Bulgaria, UNDP, 2003, pp 33-37.
Included as indicators to monitor the achievement of the Millennium Development Goals, Millennium Development Goal Report, UNDP, 2003.
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Index (HDI)60. Additionally, the same districts have
dense ethnic populations. The convergence of the
rural and the ethnic factors is particularly critical
for both child and maternal mortality. A child has
almost three times better chance for survival if
born in Sofia, where infant mortality is already
close to the EU targets (7.6 per 1,000)61.
Existing attitudes and practices reveal a need to improve healthcare and environmental culture in rural areas. People from the larger cities and especially Sofia have higher hygienic requirements. Despite
such hygienic concerns, 25.3% of Sofia dwellers
have bought unprocessed milk from dairy farmers
who apparently produce milk within the capital’s
borders. A change of such consumer behaviour and
improvement in consumer culture may also change
the habits and hygienic standards of producers. Of
equal significance is exercising control over and
charging penalties for poor hygienic standards.
Rural health levels are much lower than those in urban regions. Child and maternal mortality rates indicate the extent of rural isolation from the overall
social support and healthcare networks in Bulgaria.

2.3.2. The impact of introducing family
doctors in the villages62
The recently introduced system of general practitioners (GP) is appropriate for relatively small settlements and towns, where these doctors are less
“anonymous” and psychologically more accessible
than in Sofia. The new system has improved, to a
certain degree, the mechanisms for access to
healthcare in villages compared to larger settlements. Prior to the introduction of GPs people in
the large towns had the “territorial” advantage of
being closer to centralized hospitals and polyclinics, while the new system at least attempts to guarantee similar access levels.

In practice, however, family doctors are less accessible in villages than in the cities. Data indicates
that GPs are available only 2.5 days a week in composite villages63 compared to seven days in Sofia.
Only 60.6% of respondents know to whom to turn,
if their family doctor is unavailable.

Rural people are also disadvantaged by living away
from emergency medical assistance (EMA). Data established that district city dwellers live closest to
EMA centres (2.8 km) versus in villages (14.4 km)
and in Sofia (5.5 km). For this reason, rural residents very rarely resort to EMA.
A major difficulty for family doctors, particularly in
villages, is the large number of patients with chronic diseases (Tables 15, 16). In more than half of attended cases, GPs are seeing a limited number of
patients with chronic diseases. One of the primary
reasons for that is the concentration of elderly people in the villages. At the end of 2002, people over
65 years old accounted for 25.26% of population in
the villages compared to 13.44% in the cities and
17.03% on a national average. Territorially, the districts of Vidin, Montana, Lovech, Gabrovo, Pernik,
Kyustendil and Pleven have the highest shares of
population over 65 years old, representing more
than 20% of total inhabitants.
Time allocated to filling out documents and other
paperwork is another serious issue for rural healthcare, taking up one-quarter of the overall time that
GPs dedicate to examining a patient. Yet GPs do lit-
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Bulgaria 2002 Human Development Index: Municipalities in the Context of Districts, UNDP, 2002.
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Millennium Development Goals, Bulgaria, UNDP, 2003, Goals 4-6.
Data quoted in this paragraph are from a sociological survey conducted by ASA among rural residents, general practitioners (GP) and Emergency Medical Assistance (EMA),
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2002; Ministry of Health/World Bank.
Small villages that constitute the “practice” of one general practitioner in addition to the major village.
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tle to better organize patient visits. Data from patients indicate that only 9.1% of family doctors have
personally requested seeing the patient.
Box 11
PROJECT FOR RESTRUCTURING RURAL HEALTH SERVICES64

This World Bank project has a significant contribution to improving healthcare services in rural regions. By providing equipment and training, the project stimulates the creation of new
medical practices in Bulgarian villages. Before joining the project,
more than 55% of doctors working in the supported villages used
to practice outside rural healthcare services.
Electrocardiograph equipment provided under the project has
reduced the necessity for specialist referrals. Only 20% of supported GPs refer patients with heart problems for specialist examination compared to 61.9% of unsupported family doctors.
Source: International Department of the Ministry of Health, 2002

The need to increase the number of referrals for
specialist examination is genuine but it should not
be exaggerated. Data points out that only 3.2% of
patients did not see a specialist due to the lack of

64

Project BUL4000 of the Ministry of Health and the World Bank.
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referrals for free medical examinations. According
to various surveys, in 2002, the need for referrals
did not exceed available resources by more than
10%. A more pressing institutional issue for primary
healthcare is the continuing lack of a computerbased information system. It would minimize bureaucratic and tardy relations with the Regional
Health Insurance Funds and would reduce document processing time during patient examinations.
Rural healthcare cannot be expected to be of the
same quality as in the cities. The distance from specialized hospitals, health centres and emergency
medical assistance cannot be compensated for
through improved health measures alone. Caring
for elderly people in small towns and villages requires joint efforts by health and social institutions.
The network of social patronage, medical assistance
homes and other contemporary social and medical
aid for elderly people needs to be developed, especially for single elderly people in the villages.

Chapter 3
RURAL
DEVELOPMENT POLICIES
AND INSTITUTIONS

3.1. Policies and programmes
in support of rural regions
Rural development policies fall in three categories
with their own specific features, but are not mutually
exclusive. First is the mono-sectoral approach,
which implies assistance to agriculture as a separate,
but critical sector for the development of rural regions. Second is the multi-sectoral regional approach, which targets assistance to overall rural development. The third approach builds on the second
one, adding a participatory aspect that involves target groups in assistance design and implementation.

3.1.1 Policies in support of agriculture
(the mono-sectoral approach)
The first approach towards rural development coincides with agricultural development policies. It
was characteristic for Bulgaria during the 1990s,
when assistance to rural regions materialized chiefly through assistance to the agricultural sector.
According to commitments under the General

65

66

67

Agreement on Tariffs and Trade (GATT) Uruguay
Round, Bulgaria has the right to subsidize its agriculture with excessive funding – ¤650 million in
1996, ¤635 million in 1997 and ¤520 million for
each consecutive year until a new agreement on
agriculture is signed within the framework of the
World Trade Organization (WTO).
Actual subsidies, however, are far below the allowed levels. Due to budget restrictions, Bulgaria
failed to take advantage of its right to extend export subsidies. This policy especially characterized
the period up to 1997, when the overall producer
support estimate had a negative value (PSE65,
CSE66). A comparison between the producer support estimate and the consumer support estimate
indicates that during that period, the state indirectly expropriated funds from the producers to support consumers (Table 18).
Generally during the 1990s, government interventions were launched mostly through administrative
instruments – price control, export bans, export
fees, import and export quotas, customs tariffs, including temporary tariff-exempt imports, licensing
regimes, and preferential credit. Table 18 indicates
that support for producers in Bulgaria grew in 2000
and 2001.
In 2002, government support67 to agriculture was
provided mainly through State Fund Agriculture
(SFA) and its financial subsidies and credit lines (investment loans, short-term loans, an agricultural
capital fund scheme, credit against warehouse receipts). Other forms of government support allowed for the free provision of tobacco seed, pre-

PSE – Producer support estimate: An indicator of the annual monetary value of gross transfers from consumers and taxpayers to support agricultural producers, measured at
farm gate level, arising from policy measures, regardless of their nature, objectives or impact on farm production or income.
CSE – Consumer support estimate: An indicator of the annual monetary value of gross transfers to (from) consumers of agricultural commodities, measured at the farm gate
(first consumer) level, arising from the policy measures which support agriculture, regardless of their nature, objectives or impact on consumption of farm products.
See for details the Agricultural Report for 2002, www.mzgar.government.bg/OfficialDocuments/Agry_report/Agry_report_2002.htm.
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miums for tobacco-growers, target cash assistance
to tobacco producers and government payments
for other costs to support the agricultural sector
(e.g., expenses related to land reform, research
services, hailstorm control, etc.).
Table 19 indicates a relatively low average size of fiBox 12
TARGET SUBSIDIES

Target subsidies are another financial instrument to support agricultural production. They are distributed in campaigns that
have a fixed period for fund utilization and a fixed overall subsidy size for the country:
• Purchase of planting seeds for wheat and barley – BGN 3.75 –
BGN 1.75 per decare depending on germination;
• Purchase of planting seeds for compact plantation of maize –
BGN 1.80 per decare;
• Purchase of planting seeds for compact plantation of sunflower – BGN 1.75 per decare;
• Purchase of planting seeds for rape (BGN 3.50 per decare), soy
beans (BGN 4 per decare), peanuts (BGN 22 per decare), rice (BGN
10 per decare);
• Produced and sold cow milk of superior and first quality – BGN
0.06 per litre and BGN 0.05 per litre;
• Produced and sold buffalo and sheep milk of first quality –
BGN 0.07 per litre;
• Wheat harvesting campaign – BGN 1 per decare;
• Storage of bread wheat in public warehouses – BGN 1.80 per
ton monthly, including VAT;
• Cultivation of idle private agricultural land – BGN 10 per decare;
• Produced and sold qualities of red pepper (BGN 0.04 per kilogram), canning tomatoes (BGN 0.02 per kilogram), sugar beet
(BGN 10 per ton);
• Purchase of potato seeds – BGN 250-150 per decare depending on germination;
• Preservation and enrichment of the genetic plant fund – BGN
500,000 total for all divisions of the National Centre for Agricultural Sciences for material production costs;
• Subsistence of animals and birds from the National Genetic
Fund – BGN 2,178,902; for the elite stock of the population –
BGN 1,318,044, and for import and purchase of elite animals –
BGN 433,035 for the entire country. Individual allocations are
made by animal species and breeds.
• Short-term target financial line combining credit and subsidy
for purchase of fertilizers – credit in the amount of BGN 4.50
per decare and subsidy of BGN 1.50 per decare.
Source: NHDR team, 2003
68
69

nancing received from the SFA at BGN 2,130. This
may suggest that the SFA does not concentrate
large amounts of money within limited numbers of
producers. On the other hand, 43% of SFA financing allocated for crop farming was used in the
spring campaign of 2002 under the target line for
the purchase of fertilizers for grain production.
Overall, out of 2,086 support contracts in crop
farming only 45 were extended for crops other
than grain production (36 contracts of these were
for red pepper production).
The number of SFA contracts indicates the broadness of assistance coverage among large numbers
of producers. Yet SFA activities may be expanded to
cover a greater number of sub-sectors that display
highly competitive advantages in comparison to
the EU, and along with this, entail employment creation on a larger scale.68 Although important, the
development of sub-sectors such as grain farming
requires large capital, which is unavailable to the
better part of Bulgarian producers, rather than
cheap labour, which is easily accessible for farmers.
There is a vision within the MAF for specialization
and consolidation of agricultural support instruments. The new strategy is geared towards integrating government financial mechanisms with available mechanisms under SAPARD. According to this
recent concept, the role of the SFA is to increase the
capacity of producers for utilizing SAPARD assistance. The second major goal of the strategy is to facilitate the access of small and medium farmers to
direct subsidies that are given on a quantitative and
qualitative basis. Hence, the SFA is viewed as an incubator for small-scale producers, aiming to prepare small farmers for the larger possibilities and
responsibilities associated with application under
SAPARD and following Bulgaria’s EU accession, under all rural development measures of the Guidance Department of the European Agricultural
Guidance and Guarantees Fund69. The new SFA assistance strategy is supported by four main types of
financial instruments: investment loans; invest-

See Chapter 4 of the report.
The European Agricultural Guidance and Guarantees Fund Guidance Department (known as FEOGA - Fonds Européen d’orientation et de garanties agricole) finances mostly
measures for development of agriculture and farmers, targeting mainly underdeveloped regions. The Guarantees Department also supports rural regions, but only within the
EU Common Agricultural Policy (CAP) framework, www.mrrb.government.bg.
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ment subsidies; current subsidies, including export
subsidies; and market interventions for agricultural
products. Starting in 2003, the envisaged integrated
financial assistance model implies that the SFA will
forgo its current policy of short-term crediting.
Supporting the agricultural sector is necessary for
rural development and should continue in the future. Plans for the coordination and specialization
of government and SAPARD financial resources
should be encouraged.
Focusing support on investment and export subsidies can be particularly useful, especially if it goes towards competitive sub-sectors that have natural advantages.70 Assistance must extend to the small viable producers, especially those united in marketing
associations.

ance to the agricultural sector, this approach
highlights the need for economic diversification
of rural regions, environmental care, infrastructure development, education, social services and
overall revitalization of social and economic life.
At the root, such policies originate from a territorial approach towards development, which regards rural regions as socially and economically
underdeveloped communities rather than focal
areas of agricultural activity.
At the government level, integrated rural development policies first appeared in the Regional Development Act, which was adopted in 1999. It defined
criteria for underdeveloped rural regions and listed
the settlements71 that fell within that group at the
time (1999).

3.1.2. Integrated rural development policies
(the integrated approach)

Statutory rural development policies entered implementation under the National Plan for Development of Agriculture and Rural Regions (NPDARR)72
(Box 13).

The second possible set of policies envisages
measures for integrated and sustainable development of rural regions. While it does not bar assist-

The second goal of the NPDARR is particularly important, as it envisages efforts towards alternative
employment, economic diversification and the es-

70
71
72

See Chapter 4 of the report.
Established with Decree of the Council of Ministers No. 105/2.06.1999.
The plan was adopted in 1999 for the period 2000-2006 and was developed under SAPARD.
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Box 13
GOALS AND PRIORITY AREAS OF THE NATIONAL PLAN FOR
DEVELOPMENT OF AGRICULTURE AND RURAL REGIONS
DURING 2000 – 2006 UNDER SAPARD

The National Plan for Development of Agriculture and Rural
Regions defines two main goals of government policies:
1. Development of effective agriculture and competitive food
processing industry by improving the market and technology
infrastructure and through strategic investment policies aimed
at attaining EU standards.
2. Sustainable development of rural regions in accordance with
the best environmental practices by creating alternative employment, economic diversification and establishment of the
necessary infrastructure, thereby improving living conditions
and enhancing income and job opportunities for rural people.
Based on these two strategic goals, four priority areas have been
defined for Bulgarian agriculture:
1. Improving the conditions for production, processing and marketing of agricultural, forest and fish products in compliance
with EU standards; developing environmentally sound agriculture and improving environmental conservation in agriculture and forestry;
2. Integrated development of rural regions aimed at preserving and
strengthening their economies and communities, and assistance
in restricting the process of depopulation of rural areas;
3. Investments in human resources – qualification and training
of those engaged in production and processing of agricultural,
forest and fish products. This priority aims at supporting the
development of human resources capable of advancing Bulgarian agriculture and rural regions in ways that will make living
and working there an attractive option for the local people;
4. Technical assistance.

ing the agricultural sector, as it steers agricultural
businesses towards investment rather than consumption of producer subsidies. At the same time it
envisages economic diversification measures, which
are a key factor for integrated rural development.
The SAPARD EU philosophy seeks to implement the
principles of partnership with non-government sector representatives and other stakeholders. Working
groups were set up with the MAF Rural Development Directorate, which were involved in the design
of the NPDARR and SAPARD measures even before
launching the programme. Later on, certain nongovernment organizations were involved in designing regulations for measure implementation and
took seats on the programme supervisory committee, as well as in the standing working groups. Various public, regional, academic and non-government
organizations (NGOs) were involved that represent
the interests of the respective institution or of their
members (in the case of associations).
All these advantages have vested SAPARD with high
expectations for improving the economy of rural
regions74. During the first eighteen months of its
implementation, however, the number of approved projects and investments remained relatively low.

Source: MAF, www.mzgar.government.bg

tablishment of the necessary infrastructure in rural
regions.
SAPARD73 is the major integrated rural development instrument during the pre-accession period
(Box 14). It stands closest to the ideology of EU
structural funds, which finance long-term regional
development programmes rather than single projects.
SAPARD is a precursor to the European Agricultural
Guidance and Guarantees Fund and is called upon to
prepare Bulgaria for effective implementation of rural
development measures after 2007.
SAPARD can be exceptionally useful for strengthen73

Both project numbers and actual investments considerably increased in 2003. For 2003 alone (until
17 October), 544 projects were granted with a total
investment cost of BGN 341,358,914. Of these, subsidies account for BGN 186,986,869.
For the three financial years since the start of
SAPARD (2000, 2001 and 2002), the following resources were utilized until 1 October 2003:
• under Measure One: Investments in Agricultural
Enterprises – 506 investment projects were
granted , utilizing 93% of allocated subsidies for
this measure;
• under Measure Two: Improvements in Processing

SAPARD is one of the pre-accession instruments to prepare the candidate countries for EU membership in the field of agriculture and rural regions. Allocation of EU funds under the
programme is made in the form of grant financing. The national partner under SAPARD is the SFA, which provides the necessary government co-financing for SAPARD projects. The
fund acts as a disbursement agency for the EU subsidies granted under SAPARD. SAPARD is a precursor to the European Agricultural Guidance and Guarantees Fund.

74

Thåså optimistic attitudes were reflected in the optimistic monitoring indicators for the implementation of each measure (number of financed projects, improved capacity, etc.).
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and Marketing of Agricultural and Fish Products
–153 investment projects were granted, utilizing
75% of allocated subsidies for this measure;
• under Measure Three: Development and Diversification of Economic Activities and Alternative
Income Opportunities – 122 investment
projects were granted, utilizing 48% of allocated
subsidies for this measure.

Box 14
GOALS AND MEASURES77 OF SAPARD

• To create a framework for EU pre-accession assistance for sustainable development of agriculture and rural regions in the
ten candidate countries from Central and Eastern Europe;
• To provide solutions to issues in the process of long-term harmonization of the agricultural sector and rural regions;
• To support the introduction of the acquis in the field of the
CAP and related EU policies.

Figure 12 shows that recently SAPARD implementation has been improving considerably. As of October 2003, only the implementation of Measure
Three (Development and diversification), a measure essential for the overall rural development, still
lags behind.

The size of the direct subsidy for each candidate country is based
on objective criteria, such as rural population numbers, agricultural land area, ratio of GDP per purchasing power, and territorial specifics. For Bulgaria, this means annual grant assistance in
the amount of ¤52.124 million (based on prices in 1999) for the
seven-year period between 2000 and 2006. Candidate countries
receive 75% of the size of the general EU pubic subsidy, whereas
member states receive 50%.

Many agricultural producers still do not attempt to
apply due to lack of sufficient information and a
complicated application procedure. A survey
among larger producers established that negligible
interest results not so much from SAPARD requirements for own capital investments (quoted by
9.2%), as from the large extent of bureaucracy involved (17.5%).75

Since 2001, SAPARD has been open for projects under three measures: investments in agricultural enterprises; improvements in
processing and marketing of agricultural and fish products; and
development and diversification of economic activities and alternative income opportunities. In September 2003, regulations were
adoped for the implementation of additonal seven measures: Establishment of wholesale markets; Forest management, forestation of agricultural lands, investments in forest husbandry, processing and marketing of forest products; Establishment of producer
groups; Renewal and development of villages, protection and preservation of cultral traditions and the architectural and historical
heritage of rural regions; Development and Improvements in infrastructure between settlements; improvement of vocational
training; and Technical assistance. The practical implementation
of these measures may substantially contribute to economic diversification and overall rural development.

SAPARD is one of the few programmes that has
the potential to decentralize implementation. The
SAPARD Agency has regional offices, where interested candidates can receive information and application packages, and can file their applications.
The regional offices carry out preliminary assessment of submitted documents, usually verifying the
completeness of application packages. The final
evaluation and selection, however, is still implemented centrally.

Source: NHDR team according to MAF data, 2003

The SAPARD can hardly fulfill the goal for integrated development of rural regions single-handedly.
Most programme measures76 are only open for agricultural producers, thereby limiting opportunities
for far-reaching changes in the life of rural people.
Other MAF programmes that can further implement the NPDARR are the programme for alternative agriculture in the Rhodope region, the pro75

SNSF/ÀSÀ, 2002.

76

Measures under investment production subsidies.
A measure is the mechanism for the implementation of a certain priority of the NPDARR for the period 2000-2006. Each measure is comprised of specific objectives and is fi-

77

nanced against a specific budget by both the EU and Bulgaria.
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gramme for development of agriculture and rural
regions in Northwest Bulgaria, the programme for
the Strandja Sakar region, which is currently under
preparation, and the programmes for sustainable
forest management with a stress on alternative employment opportunities.78
Investments in rural regions should be supported
not only in the agricultral sector, but also in other
sectors of the economy. Rural regions need improvements in education, healthcare, infrastructure
and the environment. Multiple programmes that
are designed or administered by the Ministry of Labour and Social Policy (MLSP), the Ministry of
Economy, the Ministry of Regional Development
and Public Works (MRDPW), the Ministry of Education and Science (MES) and the Ministry of Health
(MH), are essentially targeting rural people and
may implement in practice the policies formulated
under the second goal of the NPDARR (sustainable
development of rural regions).
Quite important are synergies between specialized
rural assistance programmes and the Phare programme in its modalities for Economic and Social
Cohesion and Cross-border Cooperation, as well as
various MLSP programmes. Connected to the goals
for integrated development of rural regions are
MLSP programmes such as the Micro-Credit Guarantee Fund, Beautiful Bulgaria project, JOBS
project, National programme From Social Assistance to Employment, and the National Retirement
Assistance programme.79
The Social Investment and Employment Promotion Project under the Social Investment Fund has
particular relevance to rural development. The
project envisages financing for small infrastructure
projects and employment promotion initiatives
with the involvement and support of local communities.80 Similarly, the Phare Economic and Social
Cohesion programme has opened its project facilities for labour market initiatives, the development
of cultural tourism in Bulgaria, and social cohe78

www.mzgar.government.bg.

79

www.mlsp.government.bg .
www.mlsp.government.bg/bg/projects/sif.

80
81

www.mrrb.government.bg.
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sion81, which can largely address the needs of rural
people.
Full-fledged implementation of integrated development policies requires integrated support for the
entire social and economic life of rural communities. Efforts should intensify for coordination and a
synergy between various projects and programmes
aimed at overcoming development disparities in
Bulgaria.
Better coordination at the central level hardly can
radically increase interest and confidence towards
programmes or their overall efficiency. A feature of
all mentioned programmes, including SAPARD and
SFA programmes, is that projects are approved of on
a national level. This impedes communication, diminishes trust in programmes and generally restricts
access to available assistance. When critical decisions are made in rural regions and with direct participation of beneficiaries, support will seem more
transparent, accountable and effective.

3.1.3. Local initiative and participatory
integrated policies
The third possible set of rural development policies is based on the participation of people in support, design and implementation. It is at once participatory and oriented towards integrated rural
development. In contrast to the approach outlined in the previous section, here the local community decides how and which sectors to support.
Thus rural development policies can self-integrate, stemming from local needs and development potential.
Differences and similarities displayed by two typical participatory programmes – the MAF/UNDP
project “Sustainable Development of Rural Areas”
(SRD) and the Forum programme of the Swiss
Agency for Development and Cooperation (SDC) –

outline the main characteristics of this type of policy and would merit more detailed attention here.
• Which regions can use these policies: Both
programmes are regionally based and are not
open to all Bulgarian municipalities. The Forum
programme selects municipalities on a competitive basis. The 11 municipalities included in the
SRD project were selected by the MAF based on
their status of depressed rural regions, high
share of forest territories, low HDI and possibilities to participate in cross-border cooperation
projects.
• Policy goals: SRD focuses on three specific
sectors (agriculture, forest management and
tourism) and on strategic planning for participatory community development. The ultimate
goal of the Forum programme is to involve citizens in municipal governance. SRD supported
areas are defined beforehand, whereas the Forum programme supports projects in topic areas proposed by the municipalities.
• What kind of support is available: Under
both programmes, donor financing (provided
by the MAF, UNDP or the Swiss government) is
invested in local development projects (public,
private or public-private). SRD beneficiaries are
enterprises, the municipal government or public-private coalitions, while the Forum programme usually supports NGOs or citizen action groups. Both programmes have parallel
components for investment, governance and
social capital building. Under SRD, local communities propose practical projects and design
municipal sustainable development strategies.
The forums develop projects and make recommendations for better governance (most often
addressed to the local government).
• Who makes decisions: Under both programmes, decisions are made by the local community. Under SRD these are Local Leader
Groups (LLGs) that have legal registration and
are comprised of approximately 20 members –
prominent local businesses committed to public interest, members of the academia, NGOs,
citizens and municipal officials. The Forum programme attracts as many citizens as possible, in-

Box 15
PARTICIPATORY PROJECTS AND PROGRAMMES

Sustainable Development of Rural Areas (SRD):
The project is financed and implemented by the MAF, UNDP and
11 municipalities. In 2003, it started a range of investment
projects: eco-tourism in Kirkovo, Ardino, Ivaylovgrad and Trun;
reforestation in Madjarovo; association of agricultural producers in Varshets; milk collection point in Satovcha; breeding of
Balkan trout in Yakoruda; plantation of rye and triticale in Belitsa; covered marketplace for agricultural produce in Topolovgrad;
and strawberry and apple plantations in Gurmen.
A demonstration fund for local initiatives will operate under the
project in 2004 and 2005 in the 11 pilot municipalities. The project
empowers institutional building of Local Leader Groups that implement participatory development policies with involvement of
community stakeholders. The project prepares rural municipalities for participation in the EU Leader Plus Initiative.
The Forum Programme:
The first phase of the programme was implemented between
April 2000 and July 2001 in the municipalities of Gabrovo, Sevlievo, Apriltsi, Troyan and Teteven. Under this first phase, the
Forum programme granted 45 projects with a total budget of
BGN 1,735,037, where BGN 986,163 was contributed by the
Swiss government. The second phase was launched in June 2002
in four municipalities – Lovech, Troyan, Dryanovo and Yablanitsa, and closed in June 2003. The forums formulated 125 recommendations, of which 98 were implemented even before the
end of the discussion cycles. Overall, 35 projects were financed.
Currently forums are active in eight Bulgarian municipalities –
Svishtov, Targovishte, Antonovo, Popovo, Pavlikeni, Razgrad,
Novi Pazar and Tsar Kaloyan.
Job Opportunities through Business Support (JOBS):
Initiated as locally based NGOs, the JOBS business centres stress a
bottom-up approach, bringing together public institutions, the
private sector and the community. Their founders are the municipalities, the labour office, banks, and entrepreneurs. Staffed by
committed local teams, the centres are often catalysts for productive public-private partnerships in their communities. They initiate local economic development forums, develop community
projects with local partners, organize fairs and facilitate the establishment of producer groups and entrepreneurial associations.
For the past three years the JOBS business centres have created
8,500 new jobs and have trained more than 10,000 people. Over
350 start-up and growing companies have utilized financial leases for BGN 5.2 million to buy productive equipment. In order to
ensure sustainability for these results and capitalize on successful experience, in 2003, the JOBS business centres registered as
an association called the National Business Development Network. The association will provide a platform for the centres to
speak up for their communities and to maximize the strengths
and impact of working together.

National Human Development Report 2003
RURAL REGIONS: OVERCOMING DEVELOPMENT DISPARITIES

51

cluding regular “people off the street” – in all,
some 60–100 people depending on the size of
the municipality.

• How decisions are made: Under both programmes decisions are formulated by the local
community. In the Forum programme, the final
decisions are made by citizens, who rank all
projects prepared and approved by the forum.
The first several projects ranked at the head of
the list are implemented. The number of executed projects depends on available resources
in the overall project fund. Under SRD, project
proposals are developed by the LLGs, with the
SRD Steering Committee in Sofia having the final say on project approval.
• What are the resources under the investment and governance components of the
two programmes: In the first phase of SRD
(2003), the local community decides how to
utilize some US $20,000 in each municipality. In
the second phase of the project (2004–2005),
the Demonstration Intiatives Fund, which has a
total budget of US $580,000, will partially finance competitive local projects through the
LLGs. In this phase, beneficiaries (both public
and private) are required to make a compulsory
financial contribution. The Demonstration Intiatives Fund is a unique specialized financial
mechanism for the development of rural regions. The Forum programme has a project
82

fund between BGN 120,000–200,000 per municipality depending on its size. The programme
requires a financial and organizational contribution from the municipality and this is one of
the selection criteria for inclusion in the Forum
programme. Depending on their size, municipalities put in the project fund some BGN
20,000–60,000.
Preliminary assessments82 of these two programmes are extremelly positive. Since 2001, the
SDC together with Balkan Assist has been gradually
expanding and elaborating its programme from
the Central Balkan region towards the underdeveloped Northeastern parts of Bulgaria. Recognizing
the successful start of the SRD project, the MAF has
proposed to the EC to include one additional activity under the SAPARD programme for technical assistance, which will be used to support local leader
groups under programmes such as the SRD project.
The experience of the two programmes outlines
two, somewhat different participatory models. The
Forum programme largely insists on broad citizen
participation and has diverse types of support.
Projects are defined by the citizens, using the principles and mechanisms of direct citizen participation. The SRD project has thematic areas and relies
on “select” (self-determined) active citizens and
natural leaders in the local community. Both approaches have their strengths and weaknesses. The
first (broad citizen participation) model is perhaps
less effective than the second (expert) model, because it distributes resources among all interested
social groups in the community. On the other hand,
involving as many citizens as possible in the process of project formulation strengthens ownership
and thereby responsibility for policy implementation. While the SRD approach targets specific sectors, the Forum programme creates room for
projects concerned with social development, education or healthcare in the community. The Forum
programme targets areas characterised by low general development levels, while SRD targets specifically rural areas.

With regard to the Forum programme, see “Forum – “Review of Swiss Cooperation with Eastern Europe and CIS 1992-2002, SDC Programme and Case Study Bulgaria”, NADEL,
ETH Zürich, August 2003.
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The PLEDGE programme of the United States
Agency for International Development (USAID)
and the UNDP Capacity 21 project, which both
have closed implementation, have accumulated
similar experiences. Other initiatives also apply citizen participation mechanisms, although they are
not directed exclusively towards rural regions. This
involves certain aspects of the joint MLSP/UNDP
JOBS project and the Chitalishte project of the
Ministry of Culture and UNDP. Whereas the JOBS
project implements a sectoral approach in order to
stimulate private enterprise and entrepreneurship,
the Chitalishte project promotes civic participation
for local development through local community
centres (Chitalishte).
The common denominator of the above programmes is community participation in design and
implementation of local policies. Such participation may hold the key to many issues concerning
local and regional development. Participatory policies target support to where it is needed, for what it
is needed and in areas where it is possible. When
applied in this manner, support is effective, because
it uses local resources and is implemented by those
that have defined it. Last but not least, such policies
build local consensus, commitment and trust in
governance.
Participatory policies should be encouraged and expanded. Participatory mechanisms for distribution
of financial resources may be applied under growing
numbers of programmes and funds. For instance,
part of the credit resources made available through
the SFA could be managed locally at the municipal
level by local citizen groups working together with
the municipal administration. Certain MLSP programmes could be decentralized in a similar fashion. The programme From Social Assistance to Employment, for example, and some Social Investment Fund projects could also delegate part of
their resources to be managed directly by local
community structures, again working together
with the municipal administration.
It is essential that programmes under this set of
policies be realized with the involvement of the

municipal administration. Municipalities should
contribute to project implementation both financially and organizationally. Naturally, this implies a
competitive approach in the selection of municipalities, which enables taking into account the civil
potential both of the community at large and of the
local administration.
Integrated development calls for participatory policies that actively involve citizens in the decisionmaking process. For this to happen, capacity must
emerge in local administrations and citizens alike.
Practical work builds capacity better than through
training seminars. Implementation of participatory
policies requires the government to start delegating, gradually and systematically, certain programme management powers to its citizens. The
first step in this respect is empowering local governments by implementing mechanisms of financial decentralization.

3.1.4. Local development policies
The effectiveness of rural development policies described in the report ultimately depends on grassroots implementation in rural communities. Therefore “good” development policies are always “local
policies.”
In the transition years, Bulgaria accumulated considerable experience and capacity in the field of local self-governance. The consistent donor support
was instrumental in this respect, especially following the adoption of the Local Self-Government and
Local Administration Act in 1991.
Small municipalities, however, continue to face significant difficulties in their development. Municipal
budgets encounter significant structural deficits.
The municipalities close the year with unpaid bills,
most often for salaries, social transfers, electricity
and heating. Allocating resources for investment
projects is therefore virtually impossible. The possibility of small municipalities investing in infrastructural projects is particularly limited.
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A fact to keep in mind is that most municipalities
in rural regions (75%) are small communities83
with limited potential to generate revenue. They
depend almost entirely on government transfers
and need stronger attention from the state and
the donor community. The hardest task for small
municipalities is maintaining and developing local
infrastructure.
Many financial and technical assistance programmes are currently beyond the reach of small
municipalities. The Instrument for Structural Policies for Pre-Accession (ISPA) programme, for example, is intended only for large-scale projects
and no such programmes have been launched to
address the needs of small communities. Furthermore, small municipalities are much more limited
in possibilities to finance preparations for programme participation and cannot offer substantial cost-sharing for projects. Thus, small municipalities are unequal participants in competitive
projects.
An exception is SAPARD, which is geared towards
rural regions. Following some initial delays, in 2003,
the programme launched its public measures intended for municipalities, which are core beneficiaries. SAPARD will finance up to 100% of the cost of
projects. These mechanisms are, Renewal and Development of Villages; Protection and Preservation
Box 16
MAIN DEVELOPMENT NEEDS OF SMALL MUNICIPALITIES

• Promotion of small and medium business development

of Cultural Traditions and the Architectural and
Historical Heritage of Rural Regions; and Development and Improvements in Infrastructure between
Settlements. Yet the programme is structured to reimburse expenses only after successful project implementation, and the municipalities do not have
resources to support start-up investment. A credit
scheme, however, was put in place to provide startup project capital.
There are successful local practices in addressing
the problems of small municipalities. Pools of experience exist in local NGOs, municipal regional
associations, the National Association of Bulgarian
Municipalities, the Foundation for Local Government Reform, professional associations and various
other organizations.
Most of these practices, however, were coined under pilot projects financed by donors. The responsibility for development of local governance rests
with the Bulgarian government and not with international organizations. Therefore best practices in
local governance should be carefully studied, supported and multiplied by the national government.
A thorough change is needed in the legislative philosophy regulating provision of resources for regional
development. Such a change should guarantee implementation of Art. 9 of the European Charter of Local Self-Government, which stipulates independent
and free powers of local governments in managing
their financial resources. It will enable local governments to find more flexible and sustainable solutions
to local problems.

• Stabilization of traditional profit-making agricultural production in the region
• Investment promotion in various economic sectors and engineering infrastructure
• More active cross-border cooperation (in borderline municipalities)

3.1.5. Public attitudes
towards policies and programmes

• Maximization of all natural resources, ores and minerals, mineral water, etc.

Public perceptions of policies

• Support for extended seasonal jobs in smaller settlements

Bulgarian society has no doubt that rural development needs special support. Specifically reminded
that the funds to support rural regions come from the

• Development of alternative employment – green tourism, rural tourism, etc.
Source: National Association of Bulgarian Municipalities (NABM)
83

With less than 20,000 inhabitants.
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pocket of all taxpayers, nationally only 9.6% say that
“the government should not pay for villages more
than it pays for cities.” Integrated rural development policies, however, are not sufficiently popular
and their results fail to make a tangible impact on
daily lives of people.
Daily public interpretation of rural policies is mainly associated with subsidies and direct agricultural
support. In response to the question of which are
the largest problems that hold back economic development in rural regions (Table 21), most people
point out “the loss of traditional foreign markets”
(48.4%) and the existence of monopolistic structures that “keep down purchase prices” (45.9%).

Fewer people are concerned that “production does
not meet EU hygienic and quaity standards”
(18.4%) or that “the municipal governments and
mayors have no powers to manage government
support to rural regions” (15%).
At first, perceptions of issues facing rural regions
seem fragmented and superficial. Stereotype explanations prevail, like the “loss of foreign markets” or “monopolistic dealers,” while important
issues such as hygienic standards, the role of research institutes and the role of the municipalities
are underrated.
Such findings are logical considering the inter-
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ests and occupations of the majority of people
living in rural regions. Most of them are elderly
people84 or are forced to live off subsistence
farming and have low monetary income. Municipal authorities are not a primary concern for
them, because the municipalities have little financial clout and instruments to directly influence their income.
Strange as it may seem, most rural people have no
significant and direct interest in supporting an effective agricultural sector. Table 22 reveals that
merely 6.7% of rural people agree to supporting export-oriented products, and 11.9% believe that support should be directed to products that meet EU
standards. Again, this is a natural feeling, because
only a handful of farmers raise income from effective agricultural production compared with a majority of pensioners or unemployed young people.
Therefore the public is not totally concerned
whether or not agricultural assitsance programmes
are designed and monitored by the producers
(15.7%). This is an issue for the few market-oriented farmers and not for rural people at large.
Most of rural people would not be as actively engaged in subsistence farming, if they could find
other livelihoods. Only 23.5% of rural people wish
that the government would support households
producing for self-subsistence.
First of all, rural people expect investments in diversified production (35.9%) and alternative agriculture (31.8%). These attitudes seek to increase job
opportunities and monetary income rather than
subsidize subsistence farming or export promotion.
People in villages and small towns still fail to see a
direct link between effective agriculture (an exportoriented agricultural sector in line with EU standards) and their own well-being. An expectation exists
for investments that may generate employment. Such
investments are seen as a tool that can make people’s livelihoods less dependent on primitive and labour-intensive agriculture.

84

See Chapters 1 and 2 of the report.
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Public perceptions of agricultural
assistance programmes
Public opinion does not make a significant distinction between various agricultural support
funds and programmes (Table 23). Two programmes with different focus areas, such as the
SFA and the SAPARD, are given similar public assessments – both positive and negative. The difference between the ratings concerning the extent to which the programme is necessary is negligible – 26.9% of rural populations completely
agree that the SFA is necessary, compared to 27.9%
for SAPARD. Criticism on the activity of SAPARD
and the SFA is again similar. The difference in the
“bureaucracy” ranking of the two programmes is
less than 1% (about 24% answered “completely
agree” on both programmes, according to data
from a rural sample).
The public most often criticizes the programmes
for not functioning close enough to village people,
being ill-suited to farmers’ financial means, being
designed without the participation and advice of
agricultural producers, and failing to report on
their activities in a transparent manner and provide
accessible information to potential applicants. Similar views characterize about 20% to 30% (“absolutely disagree”) of respondents from the different
samples on the various programmes.
It should be kept in mind that the public, both in
the villages and at the national level, base its judgement on what is being said about the programmes
rather than on the way the programmes actually
perform. Only 3.2% of respondents at the national
level and 7.7% of respondents from the rural sample are registered farmers. Thus an evaluation of the
actual openness and efficiency of the programmes
would require special surveys among programme
beneficiaries.
A positive response from the public, however, is of
considerable significance for the development of
agriculture and rural regions. Society’s approval is
needed in order to give priority to the citizens liv-

ing in rural areas when channeling tax proceeds
and proceeds from donor countries. Therefore,
special communication efforts are needed along
with heightened public control over programmes.
Interest and trust in programmes may increase if
they focus more on small producers and include local communities – to the extent that this is possible
to achieve – in programme planning and implementation.

3.2. Rural development institutions

The more important point, however, is that programmes, such as SAPARD and the SFA are not
enough to ensure the development of rural regions.
The majority of the rural population is not involved
in market-oriented agriculture; for these people it is
crucial to have programmes for employment outside
of agriculture in place.

Bulgaria has numerous government and non-government institutions functioning in support of agriculture and rural development. These institutions,
however, continue to be over-dependent on the
central government and are unable to address daily
public issues.

85

From a human development perspective, institutions should centre on people. In other words, the
rule of law in state functions, market regulation
and building of the non-government sector will be
meaningful only if they expand choices for the
people and reduce social disparities between large
cities and small settlements.

The full distribution of answers comprises values of “Completely agree”, “Agree”, “Neither agree nor disagree”, “Disagree”, and “Completely disagree”. Listed are only the definitive answers for “Completely agree” and “Completely disagree”.
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Box 17
WHAT ARE INSTITUTIONS?

Institutions usually stand for a system of rules that channel individual behaviour.86 These rules define and limit the range of
choices for the individual by forbidding or allowing certain behaviours. Such rules should regulate entrepreneurship and give
freedom to conclude contracts and choose partners. At the same
time an adequate system of rules should also encourage competitive market behaviour by restricting attainment of market
power, e.g., through prohibition of cartels. These rules should be
a prerequisite for the rule of law in rural regions.
Source: NHDR team, 2003

3.2.1 Government institutions concerned
with rural regions
At a central level, rural development policies are
managed by the MAF and the Rural Development
and Investment Directorate. The regional offices
of the SAPARD Agency, the SFA and the Regional
Agriculture and Forestry Directorates also have a
direct role in policy making and implementation.
Instrumental for policy implementation at a local
level are the Municipal Agriculture and Forestry
Services, the regional offices of the National Agricultral Extension Service (NAES), the National
Veterinary Service.

The NAES has special potential to address daily issues of rural people. It performs multiple functions
and has an advanced regional network throughout
Bulgaria. Core NAES responsibilities include support to farmers by providing agricultural and business consultations, information services and other
expert assistance, including applications under target assistance programmes (SFA, SAPARD). NEAS
regional offices may serve as multi-purpose advisory centres functioning close to their direct users.
This, however, would require a considerable
amount of effort to strengthen their organisational
and consultative capacity.
The government may use local branches of national services, as channels not only to “get across” its
policies, but also for policy formulation through direct meetings and consultations with farmers and
non-agricultural producers.
Figure 13 reveals, however, that rural people are
not well acquainted with the capacities of the support institutions. The majority of surveyed registered farmers do not know where to apply for assistance for SFA (63.6%) and SAPARD (72.7%),
claiming that this is the job of experts.
The survey found that an overwhelming proportion of rural people know nothing about available
government and non-government institutions.
Only 4.1% think that in “their region there is a
place for them to apply” for small business support in traditional agriculture, and another 4.4%
claim so solely for growing herbs. A smaller proportion (about 1.5%) of respondents agreed that
in their region they have options to apply for support in rural and environmental tourism (1.6%)
and organic agriculture (1.4%). Inhabitants of district centres are much better informed. By contrast, 10.3% of district centre residents believe that
there are functioning programmes for traditional
agriculture in their regions.
The ambitious tasks facing NAES and the other local institutions require serious investments in the
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Nort, D. 2000. Institutions, institutional change and economic outcomes. LIK, SOFIA, pp. 12-14.
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institutional and human capital of their regional
offices. Of particular importance is the establishment of business-oriented consulting capacity,
which is a relatively new function for the core
NAES staff. Those efforts, however, would enable
regional services to be more active in municipalities and places where their beneficiaries live.
The organizational strengthening of government
agencies and services calls not only for support with
personnel and finance, but also for better coordination. The existing institutions coordinate at different
levels and sometimes have overlapping functions.
In addition to regional agricultural extension services, there are municipal offices for agriculture and
forestry that not long ago were charged to act as
“municipal agricultural extension services.” Until
recently, these offices acted as land commissions,
registering land transactions and leasing agreements, with business consulting being a completely
new job task. Rural development consulting is provided in certain municipalities by agribusiness centres coordinated outside of the MFA by UNDP and
the MLSP.
All of these institutions could inform farmers about
the available funds under SAPARD and Phare programmes as well as the SFA. Coordination between
programmes is also inconsistent. For instance, SAPARD has regional management units, whereas the
ISPA and the Phare programmes are only centrally
managed. At the same time there is an overlap of
goals and functions between the regional offices of
the SFA and SAPARD.
The numerous existing institutions and programmes require comprehensive coordination efforts. It may be possible to apply stricter rules for
coordination between second-level spending units
of government funding.87 Efforts are also needed to
consolidate government and non-government institutional networks supporting rural regions.

The establishment of a Payments Intervention
Agency, combining EU and Bulgarian funding for
agricultural assistance, may have a substantial impact. According to the EC regular report88, Bulgaria
has declared its readiness to launch this agency in
2005. An Integrated Administration and Control
System, similar to those in EU countries, is also expected to start operations in 2005.
The lasting solution to coordination is decentralizing institutional management. New ways should be
explored to delegate direct fund and programme
management at the local level, while the government should retain only certain control functions
to monitor implementation.
Decentralized management can not only improve
coordination, but also the overall support programme efficiency. People in the villages and small
towns are estranged from the institutions and have
no faith that programmes can change their daily
Box 18
RESEARCH AND EDUCATIONAL SERVICES IN AGRICULTURE

Agricultural research is carried out by the divisions of the National Centre for Agricultural Sciences (NCAS), which encompasses 21 autonomous scientific institutes and three research
centres.
According to data from the NCAS annual report, the total budget for agricultural research in 2001 was BGN 32.663 million. Of
this, the state subsidy amounted to BGN 14.490 million, or 44.3%.
Over the recent years the land area managed by these institutions has shrunk almost tenfold compared with 1989. The
number of animals raised has also decreased by more than five
times, falling down to 17,700 heads89.
Bulgaria has a well developed network of scientific services and
institutions, which now function against an adverse financial and
market environment. The organizations producing variety and
breeding material are nationally important. Their development
should not be left exclusively to market mechanisms. They create the competitive potential of Bulgarian agriculture and therefore require active investments on the part of the government.
The government should pursue consistent policies in this respect
to guarantee the relative share of the target subsidy and the
amount of budgetary financing that needs to be added to the
own capital of the associate partners.
Source: NHDR team, 2003

87

In June 2003, this coordinating function was assigned to the Structural Policies Department within the Ministry of Agriculture and Forests.
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lives. Programmes may work more effectively only
after confidence in their operations has increased.
This will become possible when important decisions are made locally with the participation of
those concerned.

ment. Local taxes are established by law and local
fees are subject to significant statutory restrictions.
According to data for 1999, Bulgarian municipalities were able to substantially influence merely 18%
of their revenue compared to an average of 59% in
EU countries.90

3.2.2. Decentralization of government
institutions

In order to cover budget deficits, the municipalities
are forced to sell their assets, thereby endangering
financial stability and losing basic capital. The share
of municipal contributions to public investment
expenditure dropped from 23% in 1998 to only
12% in 200291 . This prevents municipalities from
investing in construction, maintenance and repair
of local infrastructure. At the same time ongoing reform in many areas, such as restitution, privatization, health and social security schemes, exerts
pressure for increasing local level expenses. Therefore substantial changes are necessary in the mechanisms of financing and the status and powers of
municipal councils and mayors.

Despite achieved progress (Box 19), Bulgarian municipalities continue to be largely dependent for financing on the decisions of the central governBox 19
FINANCIAL DECENTRALIZATION OF MUNICIPALITIES

Decentralization achieved
• Legislative changes were adopted, the most important of
which empowered municipalities to establish the size of local
taxes and service prices.
• Municipal operating tasks were provisionally divided in two
categories: municipal activities (to be financed by local revenue) and public activities delegated to the municipalities by
the central government (to be financed from shared taxes and
government subsidies).
• Standards were adopted for mandatory expenditure in 2003
for education, healthcare, social security and social assistance,
as well as cultural activities. The development of standards
aimed to ensure an equal basis for the municipalities in the
implementation of their responsibilities for mandatory expenditure assigned by the central government.
Next steps in the dialogue between the central and the local governments
• Evaluate and improve the division of municipal and public
activities.
• Improve the standards regulating public activities.
• Undertake measures to eradicate the structural deficit concerning municipal activities and unsettled municipal expenditure.
• Draft laws establishing a special status for Sofia Municipality
(capital) and municipal crediting. (Plans are in the works for
drafting a bill on local financing.)
• Initiate constitutional amendments providing taxation powers to local governments.
• Improve the revenue basis of municipalities.
• Improve local administrative capacities related to the process
of decentralization.
• Increase awareness and participation of citizens.
Source: NABM, 2003
90
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Positive attitudes for such changes are shared both by
the central and the local governments. A critical mass
of shared ideas and political will has emerged, promising that dialogue will continue. The process of EU
accession also calls for acceleration and not delay of
reform towards decentralization of governance.
Importantly, public opinion is also for decentralization. Nationally, 87.4% of people argue that good
decisions on agricultural management are made at
the municipal rather than the central level. Both
nationally and in rural areas most people expect
mayoral administrations to have decisive involvement in management and control of rural support
programmes.
Rural residents (39.7%) often expect programme
management to depend on the central ministries.
Rural people attach far greater importance to the
central government compared to Sofia dwellers.
Asked which local institutions influence the decision
of young people to stay in rural communities, only
13.7% (in villages) point out “municipal services.”

Sofia residents are more inclined than rural inhabitants to approve locally made decisions (97.4% in Sofia versus 86.0% among rural dwellers). This hardly
implies that decentralization is more desirable at the
centre (in Sofia) than in places that need to be the
recipients of decentralized power (small towns and
villages). Such attitudes in villages more likely stem
from a realistic estimation of current limited powers
and capacities of the local administration.
Integrated development of rural regions will largely
depend on accelerating the process of overall decentralization of governance in Bulgaria. There is a need
for a clear vision and a concrete programme to delegate more powers, resources and responsibilities to
the local level. The decentralization strategy must
clearly delineate the powers and role of the district92
and municipal self-government.

3.2.3. The role of citizens in non-government
institutions
Decentralization does not necessarily lead to more
transparent or more democratic governance. Decentralization is meaningful, if local governments
make governance more effective, more accountable and closer to people than central government.
Running parallel to government institutions are
NGOs, which may also play a crucial role in rural
development. Positive partnership practices exist
between the central government and NGOs involved in rural development. The NPDARR was developed, and SAPARD is being implemented, in
partnership with NGOs.

NGOs are instrumental for upholding the individual interests of small producers against market pressures from large commercial and production companies, and with regards to the institutional and
regulatory environment created by the government. Bulgaria has more than 100 functioning federations, unions and associations concerned with
development of agriculture and rural regions. They
can be grouped in several categories: i) producer
associations (branch or sector-specific unions); ii)
producers with identical organizational status
(farmers, cooperatives); iii) professional groupings
(associations and unions of agronomists, agricultural economists, veterinarians, zootechnicians,
etc.), and iv) business and consulting centres.
Most of these bodies claim to have national importance in agricultural and rural development. Often,
however, such organizations have been created
Box 20
NGOS THAT ARE MEMBERS OF THE SAPARD MONITORING
COMMITTEE

NGOs with voting rights:
• Representative of the Bulgarian Chamber of Commerce and
Industry
• Representative of the Bulgarian Industrial Association
• Representative of the Federation of Independent Agrarian
Trade Unions at the Confederation of Independent Trade Unions in Bulgaria
• Representative of the Federation Zemya
• Representative of the Labour Confederation Podkrepa
• Representative of the National Association of Bulgarian Municipalities
• Representative of the Association for Sustainable Environmental Solutions
• Representative of the Bulgarian Agricultural Chamber

An important question, however, is what are these
organizations and to what extent they represent
the interests of the majority of rural people. The
role of NGOs is to act first and foremost as civil and
community development institutions. Their advantage over government institutions is to be first of all
partners of the people, and only then partners of
the state.
92

• Representative of the Bulgarian Farmers Association
• Representative of the National Union of Agriculture Cooperatives in Bulgaria
NGOs with consultative rights:
• Representative of the Commercial Banks Association
• Representative of the Bulgarian Association of Private Entrepreneurs Vuzrazhdane
• Bulgarian International Business Association
Source: MAF, www.mzgar.government.bg

See Bulgaria 2002 Human Development Index: Municipalities in the Context of Districts, UNDP, 2002, pp. 31-32.
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from the top down, initiated by representatives of
research institutes or by several large-scale producers. Therefore small-scale producers rarely identify
with these organizations and perceive their work as
lobbying for private interests.
Very few rural residents believe that business centres
(1.9 %) or farmer associations (1.6%) may prompt
young people to remain in rural communities. More
than 65% of villages simply do not have any such asBox 21
THE CHITALISHTE –
INTERMEDIARIES OF LOCAL COMMUNITIES

In 2003, the Information Centre for Agricultural Producers
opened its doors in the village of Peterch, in the local Chitalishte,
Nov Zhivot (New Life). It turned out that the local farmers most
needed an intermediary in their dealings with the tax office based
in the town of Kostinbrod. Through the centre, the farmers are
now able to fill out requests and tax returns on the spot. The
centre forwards the parcels to the tax office and the farmers receive the processed documents within a week’s time.
It was soon afterwards that the citizens of the village started coming to the Chitalishte with another task, looking for help on requests for social assistance. The team promptly took on the new
service and initiated cooperation with the municipal social assistance service. The Chitalishte provides consultations to citizens and fills out social assistance requests.
The Chitalishte acts as a genuine intermediary between the local community and government institutions in undertaking the
responsibility to inform and support citizen contact with the
administrative offices.
Source: Chitalishte project, UNDP/Ministry of Culture, 200393
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sociations or centres. By contrast, approximately ten
times more urban residents (21-23%) count on similar business institutions to keep young people from
leaving. This again stresses the need to focus and
consolidate institutional support in towns with relatively strong administrative potential.
Sector-specific associations generally enjoy favourable public opinion, as 85% of people find their activities useful. Table 24 indicates that the advantages of branch associations and unions are better recognized by small businesses operating in large
towns and Sofia rather than in small towns and villages. Registered producers feel such organizations
to be less useful than they are for unregistered
farmers, while small businesses with predominantly
agricultural income and poor economic circumstances are more critical in their opinions. It is
these groups that are most in need of support from
sector-specific unions and associations.
Another survey among agricultural producers also
corroborates this picture, establishing that smaller
and rural farmers see little use in the work of sector-specific associations and unions.94
NGOs, including producer associations, may have a
tremendous impact on rural development. Small
cooperatives and farmers as well as individual agricultural professionals experience the greatest need
for organizational unity and protection. Undoubt-

“Civil participation through the Chitalishte network” is a project of the Bulgarian Ministry of Culture and UNDP, supported by the Matra Programme of the Dutch government
and USAID. The project aims to strengthen the civil role of the Chitalishte as traditional cultural and educational centers in Bulgaria and to propose viable models for their
modernization and participation in local community development. The project is implemented for three years and has a total budget of US $2,475,000.
According to data from the second phase of a study on “Organization and Marketing in Bulgarian Agriculture – Obstacles and Resources for Development”. The study was carried out by the ASA and was financed by the SNSF. The paper was published in the collective book of Vladimirov, Zh. (ed.), 2003.
Based on a sub-sample of 92 respondents having small businesses, including outside agriculture.
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edly, large producers also require representation,
but generally they set the market rules and therefore enjoy more direct government access. What
they need are government institutions that are
more open and prepared for dialogue.
The standing of NGOs could be further strengthened if they address every day issues at the local level, for example protection against the monopoly of
the local dealer or assistance for a producer to enter the local market for the first time, help with obtaining seeds or breeding animals, help with apply-

ing for participation in programmes, and lobbying
with local authorities.
This type of support will be possible, if civil society organizations are to gradually mature from the grassroots level and to participate directly in local governance, instead of immediately aiming for the larger goal of influencing government policy. Successful
practices in this area need to be expanded, such as
those established under the MAF/UNDP Sustainable
Development of Rural Areas project and the Forum
programme of the SDC.
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Chapter 4
EU ACCESSION
AND RURAL
DEVELOPMENT
Implementing the EU approach towards rural regions requires efforts to overcome development
disparities, while also making Bulgarian agricultural
products more competitive and preserving the environment. EU pre-accession funds are a rare and
short-term opportunity that Bulgaria can use as a
bridge towards overall social development.
The fourth chapter of the report highlights the dynamics of the EU Common Agricultural Policy and
Bulgaria’s competitiveness and natural advantages
in the context of the EU environment.

4.1. The European Context
of Rural Development
4.1.1 The strategic change
in the Common Agricultural Policy (CAP)
towards rural development
Rural regions – a pillar of the CAP
Policies towards rural regions have differed depending on the specific stage of EU development. They
are influenced by the current priorities of social development and the share of rural population within
the EU. For instance, after the Second World War the
priority was to increase agricultural production so
that it could “self-sustain” Europe with staple food
products. For many years, the EU implemented a system of guaranteed purchase prices, high import tariffs and duties, export subsidies and minimal import
prices, which directed substantial financial transfers
from taxpayers and consumers to farmers.

pressure on the part of the US and other countries
within GATT/WTO, however, created a need for revising the CAP. In the 1980s and 1990s, numerous
attempts were made to restrict and restructure direct subsidies to farmers in Western Europe (198889, 1992-93 and 1998-99). The EU thus changed
gear towards the so-called “new European agricultural model.”
This new model raised a new priority for societies –
to make the transition “from production of food
and organic products to rural region sustainability
and environmental protection.” In consonance
with this new goal, rural development policy gradually became a basic (second) pillar of the CAP.
Support for underdeveloped EU regions aims to make
these areas more attractive for private investors, indirectly contributing to higher living standards.
The new policy for production subsidy restrictions is
being met with strong resistance by certain farmer
organizations within the EU, most notably in France.
For that reason, the EC Plan 2000 defines structural
measures as “supplementary” to market regulation,
although in principle the plan reaffirms the course
of change. During 2000-2006, from a total CAP annual budget of about ¤40 billion, only ¤4 billion
(10%) will be used for structural measures (the socalled second pillar). The remaining 90% will continue to be distributed in the form of production subsidies or direct payments to agricultural producers.
The changes in rural development measures are expected to take force in 2005, when 5% of annual direct payments will be transferred towards the second pillar of CAP, that is, development of rural regions. This mechanism, however, will not apply for
the new member states before they have started receiving 100% of direct payments.
This data shows that the promotion of rural development as a main pillar of the CAP is more a strategic policy than real practice. The changes in the EU
agricultural and regional policies still continue.

Continuous subsidy growth, stockpiling of food,
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Severing production subsidies from production types and volume
In June 2003, the EC announced that production
subsidies “will cease in 2004-2005 but may not enter into force until 2007”. According to estimates by
EU Commissioner Franz Fischler, about 90% of subsidies for cereal crops and 70% of beef subsidies will
no longer be tied to production volumes, but will
be given to farmers in direct payments. Farmers will
need to meet higher standards for environmental
protection and food safety. The changes envisage
reducing direct payments to larger farms and redirecting released resources for development of rural
regions. Some of the main instruments of market
regulation will also change.96
Severing direct payments to farmers from production types and volume is a fundamental principle of
the reform. Under the new system, direct payments
will be distributed to farms based on cultivated
Box 22
THE SYSTEM OF SINGLE FARM PAYMENTS

Single farm payments are a key element of the new direct payments system. The system should enter into force in 2005 and
may not be postponed later than 2007. Single farm payments
include current payments for different types of products for a
defined reference period. Unlike existing arrangements, single
farm payments will be calculated per hectare and will be paid
independently from production volume.
Land used for the production of fruits, vegetables and potatoes
for direct consumption will not be included in the size of hectares that provide the basis for single farm payments, because
currently farmers do not receive direct payments for these products. Single farm payment relates to the responsibilities of farmers to maintain cultivated land areas in good condition.
The implementation of the new direct payment system will adhere to the rules of financial discipline. The total amount of direct payments may not exceed the defined limits. Rules will be
introduced for the so-called modulation of funds allocated for
direct payments. According to the established regulations, a percentage of funds for direct payments will be withdrawn for supporting specific measures for the development of rural regions,
and quality and food safety.

land area and will aim to support producers’ income. Each farmer will be free to choose what
kinds of products to produce and in what volumes.
As an exception, member states may maintain a
link between subsidies and production under the
new direct payment arrangements. In order to do
that, they may continue to implement the current
support schemes for full or partial subsidies.
The recent changes will certainly have a significant
impact on the CAP. Their common denominator is
reducing volume-based product subsidies and
steering resources towards rural development.
Bulgaria will join the EU in the conditions of a new
financial framework. Its parameters will depend on
WTO negotiations, the general economic situation
in the world and the EU, as well as the financial environment after the first wave of EU accession. Therefore final forecasts about the character of the EU
structural policies after 2006 would be premature.
Nonetheless, the new EU philosophy for the support
of rural development and reduction (or complete
withdrawal) of production-based subsidies is unlikely to change. Irreversible changes have taken place,
whereby agricultural production is no longer a primary source of income for most of EU rural regions.
Bulgaria should closely follow the process and development of the upcoming CAP reform, as the decision
on it will be made before Bulgaria’s EU membership.
Implementing the reform will start in 2007, when the
country is expected to join the EU. On the other hand,
it will be too ambitious for Bulgaria to go ahead of
EU strategic policies before they have been established in practice.

4.1.2. Accession negotiations
Bulgaria’s negotiations for EU accession with regard to agriculture and regional policies follow the

Source: NHDR team, 2003
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Intervention prices and support for field crops and rice will be reduced, while intervention prices for rye will be abolished effective 2004-2005. Support subsidies for production of dry fodder will be divided between producers and processors. Annual payments will be introduced for producers of nuts. Milk production quotas will be extended until
2014-2015. Effective 2008, direct payments for milk will be separated from production volumes. The second package of reforms envisages developing statutory papers for olive
oil, tobacco, cotton and sugar. Regulations concerning these products will implement the general principles of the reform.
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same scheme that was utilized for the other associate members. Ten countries already have signed
contracts for accession with fixed results from the
negotiations.

•

The negotiated agreements between the EU and
the accession countries can be summarized in the
following areas:

•

•

•

•

•

•

Financial and market aspects of the accession
New member states will start receiving direct
payments for their farmers as early as 2004, but
payments will equalize to those extended to the
old member states by 2013. In 2004, new members will receive 25% of the full size of payments, which will then increase to 30% in 2005,
35% in 2006 and by ten percentage points for
each consecutive year thereafter.
In compliance with strictly negotiated schemes,
the national governments of the accession
countries may also use funds from their national
budgets to make direct payments to farmers. Direct payments though for Eastern European
producers cannot exceed those within the EU.
For a specified time period, accession countries
will receive larger funds for the development of
rural regions. The EU cost-sharing in projects
will be higher than usual.
Certain measures promoting rural development
have been adapted to the specific conditions in
the accession countries during the first few
years of EU membership. This mainly includes
schemes targeted at agricultural restructuring,
and more specifically support to semi-market
enterprises and producers introducing the new
standards.
Reference quantities (production quotas, livestock numbers, land size) were individually established for each country based on the most
approximate base periods, with allowance for
certain specific factors (such as drought, floods,
natural anomalies).
In select areas and cases, transition periods were
allowed for the introduction and implementation of certain elements of the acquis.

•

•

•

Animal welfare and food safety aspects of agriculture
Certain agricultural and food processing enterprises were granted a transition compliance period with EU requirements. The list includes 52
enterprises in the Czech Republic, 44 in Hungary, 117 in Latvia, 20 in Lithuania, 485 in Poland
and two in the Slovak Republic. During the
transition period, they will only be able to sell
on the respective national markets.
All other enterprises that meet EU animal welfare and food safety requirements will be able to
sell their produce throughout the EU from the
first day of EU membership.
Transition periods are envisaged for compliance
with certain sector-specific requirements of EU
legislation. For instance, chicken breeders in the
Czech Republic, Hungary, Malta, Poland and
Slovenia will have a specified period to adjust
the slope and height of poultry cages.
Transition periods were negotiated for compliance with specific food safety requirements,
e.g., associated with certain potato diseases in
Latvia and Poland and the control of seeds and
planting material in Latvia, Slovenia, Malta and
Cyprus.

Bulgaria opened chapter negotiations on agriculture in March 2002. For the accession countries in
Eastern Europe, the negotiations under this chapter
lasted for about two years, meaning that Bulgaria
can realistically close the negotiations in 2004.
The most difficult aspects of the negotiations concern two groups of issues:
• Establishing production quotas for staple agricultural products that will serve as the basis for
direct subsidy payments;
• Negotiating transition periods for implementation of the acquis.
Essential for the first group of issues will be the
agreement on reference periods. For the first wave
of accession countries the negotiation period was
1995-1999. Bulgaria faces many more disadvantages compared to most other Eastern European
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countries because, unlike the other candidates, it
still fails to regain production volumes before 1989.
Regardless of what years will be selected to serve as
a reference point (the most likely option being the
years at end of the 20th and the beginning of the
21st century), they will not be representative for the
potential of Bulgarian agriculture.
The results from the current round of negotiations
under the WTO Doha Development Agenda will
also affect negotiation outcomes regarding subsidy
size. If the EU undertakes more serious commitments for production restrictions and export subsidies, the EC will push for quota reductions and associated payments for all current and prospective
EU members.
The second set of issues concerning the implementation of the acquis is no less arduous. In certain areas, animal welfare and hygiene standards in particular, Bulgaria will not have extensive flexibility,
Box 23
ENTERPRISES THAT HAVE RESTRUCTURED
TO MEET EU STANDARDS

Data from the National Veterinary Medicine Service at the Ministry of Agriculture and Forests reveals that as of November 2003,
5.9% of operating Bulgarian enterprises have fully completed
their restructuring process in accordance with animal welfare,
food safety and hygiene requirements (known as Group One).
Completion of restructuring processes is forthcoming for 42.4%
of enterprises (Group Two), and enterprises that can budget resources to undergo restructuring and also have the necessary
land availabale make another 41% (Group Three). While some
of them will meet EU standards, the remaining ones will not and
will thus be closed by the end of 2005. It is estimated that at least
61% of all operating enterprises (all enterprises from Groups One
and Two and some parts of Group Three) will meet EU animal
welfare, food safety and hygiene requirements by the end of
2005. Group Four is thus the group of enterprises that are not
able to meet EU requirements – 10% of the total number of enterprises – and are likely to be closed.
In terms of agriculturally processed produce, percentages are different. In the milk sector, where a transition period has been requested and the relative share of the produce meeting standards is now monitored, the data submitted to the EC is that as of
October 2003, the relative share of all types of milk that meets
the requirements of EU Directive 92/46 stands at 16% of total
quantitites produced.
Source: Intregration Policy Directorate, MAF, according to data
from the National Veterinary Medicine Service with the MAF
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since standards are usually implemented immediately upon accession. At the same time, the overwhelming majority of Bulgarian processors do not
meet the stringent hygiene and safety requirements.
Considering the sensitivity of public opinion in
Western Europe with respect to animal welfare and
food safety standards, the EC can be expected to
take a very firm stance on this issue. Indications are
evident in the most recent EC report on Bulgaria’s
progress towards accession, where these issues
have received substantial attention.
Therefore Bulgaria has an interest to focus efforts
on utilizing pre-accession funds in order to modernize the material and technical base of agriculture and the processing industry, rather than insist
on a transition period. Practical measures must be
stepped up aiming to competitively prepare Bulgarian agriculture, especially regarding its readiness to meet EU animal welfare and food safety
standards.
EU accession negotiations should not be regarded as
a legal act or a foreign policy act. Debate and public
consensus is needed on how Bulgaria is going to implement the new EU CAP. A critical issue will be to decide in what proportion it wants to maintain the link
between direct subsidies and production types and
volume. The issue of whether Bulgaria will benefit
from implementing the system of direct payments
nationally, or both at the national and the regional
level remains open.

4.2. Low Competitiveness of Bulgarian
Agriculture Compared to the EU
At the signing of the European agreements in 1993,
the EU feared that producers from Eastern Europe
were very competitive and their goods would take
a large market share at the expense of less competitive Western European farmers. Therefore at the
beginning of the pre-accession process, the EU laid
down limitations to trade liberalization that ex-

cluded complete tariff removal (as in manufactured trade goods).97
In 2000, however, agricultural competitiveness in
Eastern Europe looked different and negotiations
were restructured. At that point the EC proposed negotiations for a mutual lifting of tariffs within certain
quotas98 and Bulgaria reluctantly agreed. The reason
for this radical change in the position of the negotiating parties was the altered competitiveness of their
agricultural sectors. In 2000, an EC study99 established a trend of gradual producer price convergence in Bulgaria and in the EU, with prices sometimes even higher in Bulgaria. This was a substantial
change compared to the mid-1990s, when Bulgarian
producers asked for considerably lower prices than
in the EU. For instance, in 1994 the price of wheat
was only 40% of the EU equivalent, milk – 36%, veal
– 24%, pork – 53%, chicken meat – 44%. The levelling of producer prices between Bulgaria and the EU
coincided with the gradual equalization of price levels within the EU with world prices.100
The drop of agricultural competitiveness in Bulgaria is due to both internal and external reasons.

4.2.1. Internal reasons
Internal reasons are associated with a decrease in
productivity, fragmented production and relatively

lower quality of certain agricultural products.
Crop yields in Bulgaria are twice to three times
lower than in the EU. Albeit smaller, the difference in animal productivity is also quite significant (Table 25).

Box 24
WORLD BANK ASSISTANCE FOR RURAL DEVELOPMENT

The World Bank recognizes that while in the past it focused chiefly on building a market environment and nature conservation,
today “it puts greater weight on the development of rural communities and the poorest of the poor by applying bottom-up
participatory approaches not only in agriculture, but also with
respect to social capital, such as health, education and community development.”101 In Bulgaria, the Bank supports agriculture
and rural development through structural and investment loans,
grants, analyses and consulting. In 2000, the Bank granted the
structural loan ASAL I for US $75.8 million, followed by ASAL II
in 2002 for US $50 million.
The Registration and Cadastre project, effective from October
2001, aims at increasing the security of tenure and activating the
land markets. The project is financed by US $30 million from the
Bank, and a US $2 million grant from the Dutch government.
The project also envisages a pilot land consolidation, currently
under implementation, which would provide the basis for the
preparation of the Land Consolidation Act. The most recent Bank
initiatives in the sector include a Rural Needs Assessment to help
define priority areas for investment and a Rural Development
project worth US $30 million. The Forestry Development project,
currently under preparation, is expected to become effective in
2004. The financing includes US $30 million from the Bank and
US $7 million from the Global Environment Facility.
Source: World Bank Country Office, Sofia, 2003, www.worldbank.bg
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Simova, A., 2003. Bulgarian agriculture in the beginning of the 21st century. In: Vladimirov, Zh., Chobanov, G. (ed.), 2003. Sustainable development in transition economies: economic flows restoration, v.1. Media Design Print PM, Sofia.
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Negotiations on the so-called double zero agreement on the condition that the EU does not allocate export premiums for traditionally traded agricultural goods.
Agricultural prices in Candidate countries, internal document, DG Agriculture, 2000.
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Simova, À., 2003. Bulgarian agriculture in the beginning of the 21st century. In: Competitiveness of large agricultural holdings in Bulgaria (a case study 2002), Sofia (in print).
World Bank Rural Development Strategy, Executive Summary, 2002.
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Labour productivity in Bulgaria is considerably
lower compared to the EU. The lack of investment
to modernize machinery has significantly increased
manual over mechanized labour. World practice
shows that, except for a limited number of crops
and animals, high labour productivity can be
achieved only by producers that have sufficient and
modern equipment.

tive, if they made similar outlays for quality and
compliance with hygienic standards as in the EU.

As Table 26 indicates, in terms of this indicator,
Bulgaria falls considerably behind compared not
only to the EU but also to the other accession
countries.

4.2.2. External reasons

The quality of most Bulgarian agricultural products
is also considerably lower compared to EU levels.
Bulgarian producers would be even less competi-

The low effectiveness and competitiveness of Bulgarian agriculture is largely due to internal reasons,
caused by structural reform in agriculture and in the
overall economy.

The external reasons for Bulgaria’s impaired competitiveness are associated with continuing subsidies for farmers from developed economies, as well
as some developing and transition countries (Turkey, Hungary and Poland). Another reason has been
foreign trade liberalization in countries that have
traditionally been consumers of Bulgarian agricultural products.
The high purchasing power of the EU population
stimulates quality production in large volumes, giving an advantage to EU farmers. The key non-market advantages in the EU are the continuing state
subsidies to producers. They enable EU farmers to
make good profits and invest them in production
equipment, thereby maintaining a high level of
competitiveness.
Cows in the EU “receive” almost as much financial
support as people in Bulgaria and twice as much
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Global Human Development Report, Millennium Development Goals: A compact among nations to end human poverty, UNDP, 2003, pp. 155-156.

103

Calculated on the basis of real-time employment hours in the agricultural sector.
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compared to people in some countries in Africa. In
2000, the annual subsidy for one cow in the EU was
US $913, slightly under the average per capita income in Bulgaria (¤1,092)104. Overall, in 2001,
OECD countries spent US $311 billion on internal
agricultural subsidies versus US $52 billion on global development assistance.
Bulgaria cannot afford to accrue large expenditures
to purchase raw materials. At the end of the 1980s,
Bulgaria was among the countries providing the
greatest price support calculated per the producer
support estimate (PSE),105 which subsequently
dried up with the onset of transition. Table 27
shows that at the end of the 1990s, Bulgaria steadily remained among the countries providing the
least support to agricultural producers.
The accession process may increase Eastern Europe
support for farmers, including for Bulgaria. By doing this, the EU can help eliminate disparity in support extended to farmers within the EU, and in the
accession countries. EU assistance can translate
into higher profits for the Bulgarian producers and
hence increase investments, while also making
possible a renewal of the material and technical
base. This can happen only if the agricultural sector
restructures in such a way as to retain mainly market-oriented, viable producers even before accession. Otherwise, increased support may support ineffective enterprises and additionally stall the restructuring of the sector.

104
105

Bulgarian agriculture still functions in an artificial
internal and external environment that suppresses
its natural advantages.
The major factors contributing to that artificial environment include: extensive subsidies for the agricultural sector within the EU, which change in
form but maintain volume; failure by many Bulgarian producers to comply with the high EU hygienic
requirements and animal welfare and food safety
standards; and tariff protection of domestic markets by both the EU and Bulgaria.

4.3. Sectoral Advantages of Bulgarian
Agriculture
4.3.1. The needed debate over Bulgaria’s
agricultural priorities
The experience of the accession countries and
donor programme priorities indicate that the EU
would gladly welcome new members that bring
in unconventional agricultural sectors, such as
herb, honey, and organic production, and rural
tourism. The key word is definitely “other,” especially for those member states that are producers
of milk, grain and meat. By accepting new members, the EU would like to add to its competitive
advantages, e.g. with respect to the US, instead of
spurring competition over production subsidies
within the EU.

Equivalized median incomes, Millennium Development Goals, Bulgaria, UNDP, 2003.
PSE values show what portion of income of producers of agricultural raw materials is formed as a result of government support to agriculture.
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Therefore Bulgaria must have a clear vision on
what to defend fervently and what to concede. Negotiations may be successful first and foremost, if
Bulgaria’s interests are “defended” and embraced
with consensus within the country by Bulgarian
citizens.
Agreement on Bulgaria’s priorities can hardly be
achieved against low information levels and late
communication. Asked whether the Bulgarian government listens “to people like you,” most Bulgarian citizens answer with a categorical “no.” On a
scale from one to 10, answers to this question
measured 1.35 in 2003, down from 2.02 in April
2001. The vast majority of people know very little
about EU accession and specifically about negotiations over the chapter on agriculture. Nationally,
only 50.2% and even less people in rural areas
(36.3%) are aware that Bulgaria has a fixed date for
EU accession. About a quarter of the people that
claim to know the set date for EU accession actually point out a wrong year, different from 2007.
Nonetheless, Bulgarian society is prepared for a debate as long as it concerns specific and substantial
aspects of the negotiation process. Being aware or
not of the fixed dates for EU accession, most people have an opinion regarding the question “with
what Bulgarian rural areas can be competitive on
the EU market.” Only 7.9% nationally and 10.3% in
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rural areas answered with “I don’t know – this is
the job of experts”.
An intensive and broad awareness campaign is
needed on the advantages and disadvantages of EU
accession from the development perspective of agriculture and rural regions. It is not only essential to
have an awareness campaign launched by government institutions, but also an equitable and participatory debate that involves producers and citizens
in a process of two-way communication and information.
Along with warnings about stringent EU hygienic
standards, positive messages are required that highlight the competitive advantages of traditional Bulgarian agricultural products.
The communication process on the CAP and negotiation issues needs to work through representative
organizations (associations, chambers, etc.) and
with the active participation of agricultural producers. In other countries, such as Finland, the Central Union of Agricultural Producers and Forest
Owners caters fully and financially for the communication campaign on EU accession. It is particularly important for Bulgarian producers to be able to
look beyond their current problems in order to be
prepared for the not so distant future when the
country accedes to the EU.

According to public opinion, vegetable and fruit
production (60.7%), wine (59.0%) and dairy products (49.4 %) are seen as the most competitive sectors. Table 28 confirms that these three sectors are
the top three national and rural priorities. Herb
(44.5%), tobacco (42.3%) and grain (32.4%) production are regarded as less competitive. Rural
tourism and associated folklore (25.4%), organic
production (23.3%) and meat production (22.7%)
promise even less competitive prospects.
These public assessments bear important messages
on the price that the public is prepared to pay for
EU membership. Public opinion shows that the
public would not accept substitution of vegetable
production, wine making or dairy production for
new priorities such as herb production or rural
tourism. These new industries are seen more as a
supplement to traditional priorities rather than
their alternative.
Still, the public is prepared to make concessions on
certain traditional agricultural industries such as
meat and grain production, estimated to be not
particularly competitive. Grain production (32.4%)
is considered to be much less competitive than
herb growing (44.5%), whereas meat production
(22.7%) gets lower marks than even rural tourism
(25.0%). Naturally, this does not imply that people
expect staple products for the country, such as
grain and meat, to be imported instead of being
home-grown. These sub-sectors are seen as having
lower competitive potential only with respect to
the question what needs to be supported by the
government.
Public perceptions concerning Bulgaria’s competitiveness take into account the difficulty to compete
with the advanced and highly industrialized grain
and meat industries of the developed countries in
Europe and the US. Public assessments of the low
competitiveness of the national grain and meat industries correspond to public awareness of the low

technology level of Bulgarian producers as well as
to public information about land fragmentation.
Public opinion also considers the human potential
in rural areas. However, public perceptions of Bulgarian agricultural priorities do not include organic
production. Only 23.3% of people believe that Bulgaria can currently compete with organic products
on the EU market.
In general, Bulgaria’s competitiveness is associated
with small-scale, low-technology production sectors
(vegetables, wines, and milk) rather than large “industrialized” farms (meat or grain). According to
public opinion, alternative industries (herbs, honey,
and rural tourism) should diversify traditional agricultural economy rather than supplant its main priorities.

4.3.2. Competitive products based on
“natural advantages”
These public concepts are surprisingly realistic and
almost fully concur with economic analyses of
product competitiveness. A number of domestic
and international factors, however, can change the
conditions for realization of Bulgaria’s competitive
advantages on the EU market. Of principal importance in this respect is whether the WTO should
embark on a course towards radical trade liberalization in the foreseeable future.106
Against these uncertainties, the most reasonable
course is to determine product competitiveness
based on so-called natural advantages. This approach complies with the tendency for liberalization of the global trading of goods and takes into
account the distribution of national resources
among various economic sectors. Natural advantages are connected with the rational utilization of
basic production factors – labour, land (respectively climate), and capital.
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Controversial opinions on trade liberalization for agricultural products led to the extension of the current round of negotiations under the WTO Doha Development Agenda.
If in the future, the WTO embarks on a course towards radical trade liberalization, the EU will alter its policies regarding domestic and export subsidies, direct payments and
tariffs. As a result, a number of industries in Western Europe will be likely to change their competitive position on Bulgarian and international markets alike, as well as on the
common EU market. The second most significant factor concerns the overall state of the national economy. A predominant issue is whether the other (non-agricultural) sectors will be able to employ part of the numerous rural population that is currently engaged in agriculture or is unemployed in rural areas.
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From this perspective, Bulgaria can be expected in
the mid and long term to specialize and perform
best in the production of so-called Mediterranean
types of products, specifically:
•
•
•
•
•
•
•

Fruits and vegetables for direct consumption;
Processed fruits and vegetables;
Grapes for direct consumption and processing;
Wines;
Small livestock and meat from small livestock;
Sheep milk and sheep dairy products;
Essential oil products and derivatives for the
food and cosmetic industries.

Box 25

PERSPECTIVES FOR ORGANIC PRODUCTION IN BULGARIA

The concept about the competitiveness of the so-called organic
products is based on the understanding that Bulgarian agriculture is extensive and underdeveloped, therefore creating good
chances for organic agriculture. There are, however, some significant limitations:
• Although it is rising, international market demand for organic products accounts for a marginal share of overall consumption.107
• Organic foods are an “image” product, which needs to be wellknown and regarded with confidence. Therefore preference
is given to products from local producers.
• The low purchasing power of the Bulgarian population limits
the possibilities for sale of these products on the domestic market.
The existing niche market for organic agriculture is still too small,
with heavy competition from many countries. Some of these
countries have stronger comparative advantages than Eastern
Europe countries (e.g. Argentina, China, Canada, Australia, etc.).
Organic agriculture can contribute to creating a better image for
Bulgarian agricultural products, but can hardly produce a tangible economic and social impact for the development of rural
regions.
The “Bioselena” Foundation for Bio-agriculture was created in
Bulgaria with SDC assistance in 1998, and has been instrumental in promoting methods of bio-agriculture in the country. The
foundation seeks out family farm owners, whose farms are suitable for bio-agriculture. The core activity of the foundation is
providing consulting through training of farmers, seminars, demonstrations on the farm, in the barn or in the field. Using organic
methods, farmers produce essential oil plants, buffalo and sheep
milk and related dairy products. Bioselena is a member of the
International Federation of Organic Agricultural Movements,
which drafts bio-agricultural standards.

Bulgaria has comparative advantages for such production in terms of soils, climate, the human factor
(traditions, experience, low labour cost), and capital (requiring lower free resources for investment
than in developed countries).
Tobacco products have production potential in
view of favoured production conditions and low
production costs. However, tobacco and cigarette
production is a waning industry worldwide. Global
tobacco production is expected to dwindle in 2003
by some 5% from 2002 levels. China, US, India, Brazil and Indonesia produce approximately threequarters of global tobacco leaf outputs.108 Another
adverse factor is the changed recipes of the most
popular brands, where oriental tobacco varieties
take smaller and smaller shares. Tobacco production can serve an important social role, but will require substantial state subsidies.
Bulgaria provides favourable conditions for a
number of other products, but not sufficiently
enough to make them internationally competitive.
These are, for instance, products from cattle breeding, which are more advanced in the northern European countries, or grain production, which requires large capital investments. Poultry and pig
farming also fall in this category and, according to
EC forecasts, are expected to retain or marginally
increase production volumes in the associated
countries after EU accession.
One could safely forecast that on EU markets Bulgarian producers and processors will have comparative advantages in sectors that require significant
manual labour or have some other specific national
advantage. Bulgaria’s competitiveness in capital intensive industries is much lower than in the Western European countries. This economic forecast is
amazingly concurrent with public opinion regarding the competitiveness of Bulgarian agricultural
products. Grain and meat products rank among the
least prospective commodities because they lack
natural advantages and face poor technology levels

Source: NHDR Team, 2003
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In the UK, one of the largest world importers of agricultural goods, sales of organic foods in 2002, accounted for 1.5-2% of all sales of food products, Organic Monitor and the
Soil Association, 2002.
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Situation and perspective analysis of exports and imports of vegetables and fruits for the period 2001-2003, August 2003, www.mzgar.government.bg/statpazari/marketing, MAF.

74

National Human Development Report 2003
RURAL REGIONS: OVERCOMING DEVELOPMENT DISPARITIES

in Bulgaria, as well as high food safety requirements
on international markets.
Last but not least, the development of labour intensive sub-sectors is important from the perspective of equitable development of rural regions.
These sub-sectors generate employment and can
promote the development (and association) of
small and middle-sized, product-based enterprises. Large-scale, capital intensive farm industries
are probably appropriate for countries with socially developed rural regions and relatively low
unemployment levels. Bulgaria has a comparative
advantage in the production of unconventional
and labour-intensive products that are disadvantageous for EU farmers due to the high cost of labour in the EU. Therefore it is essential for government subsidies during the pre-accession period to
be directed towards these kinds of production industries.

4.3.3 Capitalizing on competitive advantages
(trade balance for agricultural products)
Bulgaria has only minimally capitalized on its competitive advantages on the EU market. Over the
past decade, the country’s trade balance with the
EU for agricultural products has considerably deteriorated. In 1989, Bulgarian agricultural exports
amounted to US $1.343 billion, down to US $1.018
billion in 1992 and steadily falling under US $700
million after 1997. In 2000, agricultural exports to
the EU plunged to the lowest level since 1989 to
only US $490 million.
Bulgaria still has a positive trade balance for agricultural products. It is maintained, however, due to
the rapid reduction of national production of cer-

tain commodities that require imported raw materials, and shrinking purchasing power of the population, which turns to cheaper, domestically grown
products. A major factor for sustaining a positive
trade balance has been reduced imports of raw sugar, forage mixtures and luxury food products, such
as spirits and cigarettes, rather than increased exports of competitive Bulgarian agricultural goods.
In the 1990s, the positive balance diminished most
severely with live animals (10 times), milk and
dairy products (five times), fresh vegetables (9.5
times), flours (13 times), processed fruits and vegetables (eight times) and tobacco products (5.5
times). Only fodder has reversed its trend from a
negative towards a positive balance.
Even so, most of the listed products retained an
overall positive balance in 2000 (Figure 15). This
positive outlook could be misleading regarding the
competitiveness of certain products, such as live
animals, dairy products and grain on the EU market. The overall positive balance results from agricultural trade with third countries, most of which
have lower quality standards than EU member
states. The balance for specific products would be
less favourable without the relatively high tariff
protection exercised at the Bulgarian border. Customs tariffs are as high at about 40% for the majority of processed goods, peaking to prohibitive levels
of over 70% for some sensitive agricultural raw
commodities (e.g., chicken meat).
Table 29 indicates that Bulgaria’s trade balance
with the EU in 1993-1998 varied from negative values in the first three years to a positive balance in
the following two years, coming almost even in the
last year of the period.
Bulgaria’s agricultural trade balance is slightly bet-
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ter compared to the other Eastern European countries, except Hungary. During the 1990s, most of
these countries had negative trade balances with
the EU.
Box 26
EXPECTED CHANGES IN THE TRADE BALANCE AFTER
BULGARIA’S ACCESSION TO THE EU

The likeliest scenario is for Bulgaria to worsen its trade balance
due to the removal of import tariffs on a number of sensitive
goods for the Bulgarian producers. Imports of animal-based,
dairy and meat products are expected to rapidly increase. As the
purchasing power in Bulgaria strengthens in the mid and long
term, increasingly greater sales are expected of highly processed
food products from Western and Central European producers.
The elimination of tariffs for Bulgarian exporters is unlikely to
yield larger penetration of Bulgarian products within the EU.
Presently, the major factor for limited exports is not so much
tariff barriers as high hygienic, animal welfare, food safety and
quality requirements.
Source: NHDR team

The trade balance for staple agricultural products
indicates that market liberalization represents a
much greater threat for Bulgaria than for the EU.
The limited penetration of Western European
commodities in the Bulgarian market is due to the
low purchasing power in the country and tariff
protection rather than highly competitive Bulgarian producers. The prevalent share of Bulgaria’s
exports to the EU is composed of products with a
low degree of processing, whereas imports to Bulgaria contain a much larger share of processed
goods. Additionally, EU imports are much more diverse in character than Bulgaria’s exports, which
suggests that a number of not long ago traditional
Bulgarian industries have exhausted their export
potential.
The deterioration of foreign trade balance as a result
of EU accession is expected to be compensated
through increased financial transfers from EU structural funds. Therefore Bulgaria has a vital interest in
full utilization of these funds, if it wants to maximize
the ultimate outcome of EU membership.

4.4. Public attitudes towards the EU
According to the public opinion poll, the EU can
help Bulgaria in several ways. First, by opening its
markets for Bulgarian products (59.4%); second, by
providing credit for production enterprises
(58.1%); and third, by assisting Bulgarian agriculture to modernize and attain better hygiene
(42.0%). Very few people believe that assistance
must be provided for subsistence farming (8.3 %
nationally, and 12.9% in villages).
By utilizing such assistance, Bulgaria is expected to
resemble the EU in several core characteristics. First
and foremost, Bulgarians want to import from the
EU rural model high hygiene in agricultural production (96.5%, Table 30). This European characteristic is more desirable for people in district centres and in Sofia than in the villages where hygienic
standards must be achieved in practice. Second,
Bulgaria wants to be like the EU in terms of smaller
differences between towns and villages. Third, it
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wants protection of farmers from illegal pressure
by various groups.
Production subsidies, which are characteristic for
some EU member states, rank in importance after
these three features. It is important to highlight this
data, because accession is frequently associated
with paternalistic attitudes of assistance and absorption of EU funds. Indeed, 90% of people and especially rural people (94.0%), as well as elderly people (91.8% over 57 year olds, compared to 89.8%
under 39 year olds), share such attitudes. Yet consumption expectations are not first in importance
and come after the understanding that Bulgaria
must assimilate from the EU a diversified economy

(90.7%). Expectations for subsidies are also next to
the recognition that in Bulgaria, like in the EU,
farmers must associate in producer and marketing
cooperatives (90.5%).
The public reasonably assesses the benefits for Bulgaria from EU membership and does not harbour
outsized expectations for mass subsidies. The features that Bulgaria wishes to adopt from the EU are
equality between rural and urban regions, the rule
of law, and hygienic standards. Concrete assistance,
however, is expected to arrive through more direct
economic measures, including opening of EU markets for Bulgarian products.
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5. RECOMMENDATIONS
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6. DISTRICT AND MUNICIPAL INDICES
6.1. Methodology for calculating
the human development indices

(Xi – min X) / (max X – min X) or (Xi – 0) / (100 – 0)
Net Enrolment Coefficient (NEC)

6.1.1. Life expectancy
The average life expectancy index for 2003 is computed on the basis of the demographic data (liveborn and deceased by 5-year age groups from 5 to
85+ years of age and from 1-4 years of age). The
computation of mortality coefficients by age
groups used as a denominator the population size
in the middle of the period – population size at 31
December 2002.

The enrolment coefficient has been computed on
the basis of data for students, enrolled in general,
specialized and professional schools from first and
second degree (initial, primary and secondary
school) between the ages of 7 and 18, calculated as
of 1 October 2002. This data is compared to the total number of the population aged 7-18, calculated
as of 31 December 2002, according to the formula:
NEC = Students 7-18 / Population 7-18

The average life expectancy data for municipalities
was smoothed with the district average according
to the enrolment coefficient formula. The smoothing was performed to avoid deviations in the data
that could come as a result of isolated mortality
cases especially in lower age groups. These cases
would have disproportionately affected in a negative way the mortality coefficient values in a given
municipality – a deviation that would not have
been a result of deteriorated living conditions.

6.1.2. Combined Educational Index (CEI)
The Combined Educational Index (CEI) is computed according to the following formula:

The calculations have been made both for municipalities and for districts. Population size calculated
as of 31 December 2002 was used as a denominator
of the NEC. In order to overcome these problems,
which arise from the small clusters, the initial municipal NEC values are smoothed by the square root
of the absolute deviation of the NEC values from
the district NEC values. In this way the comparability of individual NEC values in municipalities is preserved and a concrete comparative analysis between the separate municipalities is possible. The
smoothing is computed in the following way:
Si = SQRT |Xi – Xdistrict|
Xi = Xdistrict + Si when Xi – Xdistrict is greater than 0 and
Xi = Xdistrict – Si when Xi – Xdistrict is less than 0

CEI = (Enrolment index + 2 *Adult Literacy Index) / 3
Literacy Coefficient
Data of the census from 1 March 2001 was used in
computing literacy. Literacy represents the relative
share of population over 15, which is educated
enough to read and write according to a definition,
used in the methodology for the census as of 1 March
2001. The literacy definition has been harmonized
with European requirements. The literacy coefficient
is computed according to the following formula:

Where Xi is the municipal life expectancy and Xdistrict
is the district life expectancy.

6.1.3. Real Gross Domestic Product for final
consumption at the municipal level
The calculation of the municipal GDP is based on
the “top down” method, applied for restructuring
the macroindicators from the System of National
Accounts, developed by NSI on a national and mu-
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nicipal level. In the System of National Accounts
methodology, disposable income is a resultant value, determined by the level of the generated primary income, the operations concerning the primary
distribution of income and the operations concerning the redistribution of income.
The generated primary income in municipalities is
transformed to an appraisal of disposable income
as a resource for consumption and investments.
For the purposes of the calculations, a correction
has been made for inhabited homes for municipalities where the ratio between the number of homes
and the population size is less than 1.5. The calculations are based on data from the national non-financial accounts by institutional sectors – households, central and local branches of the state administration, and enterprises.
At a national level this data is regionalized by using
municipal information for taxes levied on income
of financial and non-financial enterprises; taxes
levied on household income and property; subsidies transferred from the central state administration to municipal administrations. Disbursed social
assistance payments and social transfers to households are municipally distributed using data for
population in retirement age. Due to a lack of information the calculation does not take into account the impact of unemployment at the municipal level.
The corrections made, however, cannot outweigh
the effect of applying the values approach for small
municipalities with high concentration of production facilities. Due to the impossibility to evaluate
the movement of labour resources on a low regional level, the generated primary income in the composition of value added remains with a predominant share in disposable income. This is why it is
more appropriate to call the economic component
of the HDI “real GDP for final consumption”.
The following scheme was applied:
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Gross added property +
Net income from property
Households +
Municipalities +
Calculated social security deposits
Municipalities –
Social security funds +
Disbursed social assistance benefits and social
transfers
State administration –
Households +
Current taxes on income and property
Central state administration +
Municipalities +
Households –
Enterprises –
Compensations for the households under general
insurance +
Insurance premiums, disbursed to the households
–
Disbursed subsidies and transfers
Central state administration –
Municipalities +
Disposable income = Real GDP for final consumption

6.1.4. Final human development index
The HDI is computed as an average of the indices
of the components listed above in compliance with
UNDP Global Human Development Report methodology.
Their values are transformed into indices in order
to eliminate the differences in the measurement
scales for the indicators of the levels of the three
quantitative characteristics of human development. The indices for each variable are computed
according to the formula:

The average of the three indices (the life expectancy index, the educational attainment index and the
GDP index) forms the value of the general HDI,
which allows for comparison to be made between

the achievements of municipalities, districts or
countries in an international context .

6.2. District Human Development Index
The District Human Development Index109 (DHDI)
for 2003 makes no significant changes in the district ranking from 2002 and 2001. The top five districts gaining the highest DHDI values in 2003 are
Sofia (capital), Vratza, Stara Zagora, Varna and Gabrovo, which all had a place among the six most developed regions in Bulgaria in 2002 and 2001. The
single exception is the Burgas district, which has
slipped down to 12th position. Similarly, the five
least developed districts according to the DHDI are
the same as in 2002 – Targovishte, Kurdjali, Pazardjik, Silistra and Sliven.
The districts that have attained the greatest improvement in their DHDI ranking in 2003 are Smolyan, Pernik, Vidin and Montana. Across the group
(except Pernik) the reason has been a marked improvement in the economic component of the index (GDP). Until last year, for instance, the Smolyan District claimed an appearance in the upper
third of the list due exclusively to its good life expectancy indicators. In 2003, the Smolyan District
has advanced to the 6th position in the overall ranking due to its substantially better GDP index value
(from 23rd-22nd place in the past couple of years up
to the 12th position in 2003). Apparently, the local
economy and especially tourism in the Smolyan region have been able to restructure successfully,
benefiting from the climate of macroeconomic stability in the country.
The Burgas District shows the strongest departure
from its DHDI ranking. Until 2003, the Burgas District ranked consistently among the five most developed regions in the country, gaining a steady
third place in terms of GDP values after Sofia (capital) and Stara Zagora (or, in certain years, Vratza).
This year, however, the Burgas District has fallen
109

from 5th to 12th position in the aggregate DHDI
ranking, coming down from 3rd to 6th place on the
GDP list. The high GDP values represented the
main competitive advantage of the district in previous years, since both the educational and the
health components placed it out of the best developed areas. One explanation for Burgas’s drop in
the GDP index can be found in a change of domicile of the Lukoil Neftochim headquarters, which is
a leading company both regionally and nationally.
Thus the obvious increase in tourist services countrywide and in the Burgas District has failed to offset the negative impact of this purely administrative change.
The DHDI for 2003 has confirmed the dominant
role of GDP for the aggregate index, which was
highlighted in the previous DHDI edition
(2002)110 . The five most developed districts according to the combined DHDI for 2003 are also
the five regions with highest values of the GDP index. The 2003 edition has corroborated, too, the
compensative role of the other two components
(life expectancy and educational attainment).
These two components improve or worsen the
standing of districts that fall mostly at the lower
end of the list. The reason is that the underdeveloped regional economies show equally low GDP
indices, thereby giving larger import to differences
in the other two components.
The educational component of the index brings no
substantial differences compared to the past two
years. Sofia (capital), Pernik, Gabrovo, Kyustendil,
Veliko Tarnovo and Montana continue to head the
list. The life expectancy ranking also has no significant changes except better values for the district of
Veliko Tarnovo and deterioration for the district of
Gabrovo.
In 2003, the variation ratio between districts111 has
not increased substantially for the combined DHDI,
nor for its specific components. This generally suggests that the degree of disparities between districts

The computation of the District Human Development Index has been carried out according to the methodology used in 2002, see The Municipalities in the Context of Districts,

UNDP, 2002.
110
Ibid.
111

A ratio between the average deviation and the average value of the individual indices by district.
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remains the same. The GDP index, however, demonstrates a higher variation ratio (3.7%) than the
DHDI index (1.9%), supporting the observation for
the pre-eminent role of economic disparities between regions.
Disparities between the districts with the highest
and the lowest GDP indices have grown stronger.
In 2001 and 2002, the per capita GDP in Sofia (capital) was 2.5–2.6 times higher than that of Montana
and Pazardjik Districts (showing the lowest GDP
indicators for the respective year). In 2003, the
margin has broadened and the per capita GDP in
Sofia (capital) is three times higher compared to
that in the Pazardjik District (ranking at the bottom per this indicator). An important development
is that Sofia is breaking away not only from Pazardjik, but from all other districts en masse. For instance, in 2002, the GDP gap between Sofia (capital) and the Vratza District (ranking second) stood
at slightly more than 30%; in 2003 it has reached
nearly 60%.
On the whole, DHDI differences between districts
have not changed much in 2003. The GDP of Sofia
(capital), however, continues to draw away from all
other districts, indicating that economic differentiation in Bulgaria runs first and foremost between
Sofia and the rest of the country.

6.3. The Municipal Human Development
Index in the Context of the Typology of
Municipalities
The Municipal Human Development Index
(MHDI)112 is meaningful as a statistical tool to
compare by and generate regional development
policies, but not as a tool for ranking. The listing of
municipalities as such is not really significant due
to several main reasons: 1) it is based on ranges of
112

statistically small populations (municipalities),
which leads to large variations caused by negligible
differences; and 2) governance in Bulgaria is centralized, thereby limiting the role of municipalities
and largely subjecting the listing to external influences. Therefore the MHDI is appropriate more like
an euristic tool to be used in a broader context
than a stand-alone ranking of municipal achievements.
This year the MHDI has been placed in the context
of the general typology of Bulgarian municipalities.
The purpose of the analysis has been to identify the
main features of difference between municipalities
and to show for which municipalities the respective typologies are most characteristic. A specific
feature of the applied approach is that it has taken
into account the combined influence of all available
statistical indicators. For instance, the ethnic factor
has not been considered per se (share of ethnic
population), but in relation to other municipal
characteristics that are closely associated with this
indicator.
The analyses can serve a role for targeting specific
policies towards specific groups of municipalities.

1. The Methodology
1) Selection of indicators. Based on exploratorive factor analysis113 a selection was made of
36114 out of 51 available indicators regarding
the social, economic, demographic, health and
environmental status of municipalities, including the HDI components. Only indicators without high differentiation115 and/or contributing
low values to several factors at once, have been
left out of the analysis. Such indicators, for instance, were the number of marriages, number
of women members of municipal councils,

The Municipal Human Development Index has been computed based on the methodology that was used in 2002. See the Human Development Index 2002: The Municipalities

in the Context of Districts, UNDP, 2002.
113
Factor analysis reduced the size of the matrix (number of indicators) based on correlation of values among indicators. The resulting factors (main components) represent the
general meaning of the defined group of variables (indicators). The indicators that most significantly demonstrate the general meaning of the new dimension (factor) are assigned the highest factor loading. The applied method consisted of factor analysis (method of main components) with subsequent Varimax rotation. See. Contemporary Factor
Analysis, Harmann, G., Moscow, 1972.
See Annex 3.

114

115

Having factor loading less than 0.3.
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share of the population with access to water
supply networks, etc. The applied selection has
been strictly statistical. It has excluded only indicators that show no differentiation between
municipalities, and has taken into account all
indicators that may seem important for the development of municipalities from a policy perspective. Instead of presupposing an academic
categorization of indicators, e.g. economic indicators, demographic indicators or indicators related to education, the methodology has
summed up municipal characteristics on the
basis of factual (according to the official data)
statistical differences between municipalities.
Wherever possible, the indicators have been
converted into comparable units of measurement (most often, relative shares).
2) Generalization (structuring) of indicators. Factor analysis has been applied to the selected 36 indicators, which has reduced them to
a smaller number of summarised and easily interpretable sets of municipal characteristics (typologies). For instance, the first summarised indicator, which is presented in the Annex of this
report, differentiates the level of urbanization of
municipalities. The meaning and the name of
the first typology is defined on the basis of high
values of complex indicators such as the share
of reinforced concrete housing units, share of
rural population and population density. The
specifics of the applied approach is that the obtained groups of indicators fully cover the diversity of the source data. Thus the summarized indicators (typologies) are made up of variables
that, at first glance, are of essentially different
nature, but in fact draw distinctions between
municipalities in a similar fashion. For example,
in addition to the share of rural population the
first summarized indicator (urbanization) also
covers complex indicators such as the number
of students in one school, share of the population with higher than secondary education, and

share of unemployed people with university education. This suggests that such indicators perhaps define municipalities as rural versus urban
rather than in strictly educational terms.
3) Projection of municipalities against the
summarized indicators (municipal coordinates against the main components). The
analysis116 has projected each of the 262 municipalities against the grid of summarized indicators (typologies). This has enabled showing
which typologies are characteristic for one or
another group of municipalities. The specific
feature of the approach is that the obtained typologies reflect the combined influence and full
diversity of all 36 source indicators. Such multidimensional statistical analysis allows for multidimensional municipal development policies.
For instance, the first typology essentially indicates that urban municipalities characteristically experience unemployment among university
graduates, whereas rural municipalities confront low coverage of primary education.

2. Main results
The performed analyses have identified seven relatively independent summarized municipal characteristics. The first three characteristics to a largest
extent117 differentiate municipalities from one another: 1) Urban type – rural type; 2) Ethnic (Turkish) type – Bulgarian type; and 3) Mountain type –
plains type. The other four typologies are: 4) Financial outlook of the municipality (industrial type); 5)
“Roma” unemployment type; 6) Good educational
coverage type; and 7) Good demographic outlook
type.
The obtained results point out several main conclusions about the character of municipal typologies:
1. The level of urbanization is the major differenti-

116

Statistically, the projection of municipalities against the summarized indicators (main components) has been carried out through matrix-based multiplication of factor loading
values from the rotated factor matrix and the source values of the same variables in the source matrix for each municipality. For the matrix equation, factor loadings have been
selected only for those variables that have a value over 0.3 for the respective factor and have no higher factor values for any other factor in the entire rotated matrix. The elicited
variables have been treated as municipality coordinates against linearly independent vectors (main components).

117

The selected solution of seven factors explains 67 percent of total variation, of which nearly 47 percent is due to the first three factors. This indicates that these three components are most significant for differentiation between municipalities.
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ating factor between municipalities. The opposition of “urban” versus “rural” municipalities includes traditional indicators such as population
density, share of reinforced concrete housing
units and the relative share of rural population.
At the same time certain key economic, educational and infrastructure-related indicators divide urban from rural municipalities: share of
own revenues in the municipal budget, unemployment among university graduates, share of
population having access to sewerage, number
of students in one school, and share of the population with higher than secondary education.
2. The ethnic factor delineates two major distinctions between municipalities. The first distinction is between typically “Turkish” and typically
“Bulgarian” municipalities. In this case the typology concerns not so much social and economic differences between municipalities as
their demographic and educational outlook –
high birth rates, higher numbers of marriages,
higher natural growth rates and lower literacy
levels are characteristic of typically “Turkish”
municipalities. The second major distinction
concerns the Roma community. The Roma factor does not pertain to the strictly ethnic typology of municipalities (probably because the
Roma population is more evenly dispersed
compared with ethnic Turks), but is connected
with unemployment levels. Municipalities with
high shares of Roma population have high levels of total, long-term and youth unemployment. These municipalities also characteristically have high shares of youthful population. This
typology allows for two possible interpretations: 1) there exists a “Roma” unemployment
type; and 2) there exists a distinct “Turkish” type
of municipal characteristics with specific educational and demographic features.
3. Differences between municipalities are largely
preconditioned by their geographic location in
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mountains or plains. The mountain type is associated with higher average altitude above sea
level and a large share of territory covered with
forests, whereas municipalities located in plains
are characterized with larger shares of agricultural land, including cultivated land. Such differences play a more significant differentiation
role for the typology of municipalities than
even their financial outlook.
4. The financial typology of municipalities is dominated by the extent of industrialization. High
average wages, net revenue from sales, tax revenue and per capita GDP combine in the same
typology with emissions of harmful substances
and produced quantities of industrial waste.
This set of indicators is characteristic specifically of municipalities with strongly developed extraction industries and energy sectors. This corroborates observations from the MHDI that the
financially successful (formal) economy for municipalities lies in the industrial sector.
5. Educational coverage and demographic outlook are relatively insignificant differentiating
factors between municipalities. This means that
the municipalities are relatively evenly developed in terms of education and demography.
The analyses highlight the necessity to take into account the full diversity of economic, geographical,
educational, health, social, environmental and demographic differences between municipalities. The
typology included in the annexes should be regarded as an illustration or a beginning for efforts in
that direction.
The “rural” factor, however, is indeed essential.
Most importantly, the “rural” specifics of municipalities do not reside exclusively in their population density and relative share of rural inhabitants.
They are largely contingent on the educational level, the existing infrastructure and the economic activity (own revenue) of the municipalities.

ANNEXES

HDI
LEI
CEI
DHDI
MHDI
GDP
GDP

Acronyms:
Human Development Index
Life Expectancy Index
Combined Education Index
District Human Development Index
Municipal Human Development Index
Gross Domestic
Domestic Product
Product (real
(real GDP
GDP for
for final
final consumption)
Gross
consumption)

Annex 1: District Indices

Annex 1.1: District Human Development Index Dynamics

National Human Development Report 2003
RURAL REGIONS: OVERCOMING DEVELOPMENT DISPARITIES

87

Annex 1.2: District Human Development Index Components 2003
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Annex 1.3: District Human Development Index 2003 and economic activity
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Annex 1.4: District Human Development Index 2003 and population
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Annex 2: Municipal Human Development Index118
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The municipalities marked in bold have been defined as depressed rural communities with Decree of the Council of Ministers No 105 of 2 June 1999.
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Annex 3: Typology of Bulgarian municipalities

Annex 3.1: Typologies and characteristic municipalities
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Annex 3.2: Municipal standing according to the formulated typologies
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