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T. SAVINGS IN BULGARIA: RECENT DEVELOPMENTS AND PROSPECTS

A. Introduction

L. After plunging at the start of the transition process, saving rates in Bulgaria
have remained lower than in more advanced transition countries. As a result, although
investment rates have been modest—in part reflecting the same set of factors that led to low
savings—the external current account deficit has averaged more than 5% percent of GDP

in 1999-2001. While a large proportion of this deficit has been covered by FDI inflows,
gross external debt remained high at about 78 percent of GDP at end-2001. Looking ahead,
sustaining high growth rates of GDP and spending requirements related to EU accession will
require a sizable increase in investment. In this context, without a big rise in savings,
continued large current account deficits could jeopardize the goal of reducing gross external
debt over the medium term.

2. This chapter analyzes the reasons behind the relatively low rates of savings in
Bulgaria and prospects for their evolution over the medium term. It argues that low
saving rates largely reflect the current stage of transition—characterized by still low income
levels, incomplete structural reforms, and the memories of the financial and banking crises
of 1996-97—and an adverse demographic structure. An analysis of prospective saving rates
indicates that as the transition process advances, saving rates may increase by 5 percentage
points over the medium term. Under this scenario, national savings would increasingly
finance domestic investment, the current account deficit would decline to about 472 percent
of GDP—a level likely to be covered by FDI inflows—and the ratio of gross external debt to
GDP would reach 50 percent.

3. The chapter is organized as follows. Section B compares the evolution of saving
rates in Bulgaria and other transition countries. Section C reviews the factors that may
explain, in general, differences in saving rates across countries. Section D presents a simple
econometric analysis to estimate the quantitative importance of some of those factors and
assess what may account for the differences between Bulgaria and other transition countries.
It also analyzes the prospects for the evolution of savings in Bulgaria over the medium term.
Section E summarizes the conclusions and policy implications.

B. The Facts

4. Bulgaria experienced a savings collapse at the outset of the transition process.
While this phenomenon occurred in other fransition countries, the decline was larger and
more protracted in Bulgaria, where (national) savings declined from more than 30 percent of
GDP in the late 1980s, to about 15 percent in 1990-92, and to less than 10 percent on
average during 1993-96 (Figure 1).

! Prepared by Enric Fernandez.



3. In contrast, the saving rates in other countries generally bottomed out about
three years after the start of transition reforms. In Poland and Hungary, for instance,
savings declined from 40 percent and 26 percent of GDP, respectively, to about 10 percent of
GDP in 1992-93. In Estonia and Latvia, where the transition started somewhat later, savings
fell from almost 30 percent of GDP in 1993 to about 18 percent and 13 percent of GDP
respectively in 1996. These are relatively low levels of savings in comparison with several
groups of countries (Table 1). Subsequently, saving rates in all these countries stabilized
(Estonia), recovered somewhat (to 18 percent of GDP in Latvia) or increased dramatically (to
more than 20 percent of GDP in Poland and Hungary).

Figure I. National Saving Rates in Selected Countries, 1989-2001
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Sources: World Development Indicators; IFS; and Bulgarian authorities.

0. The initial plunge in saving rates in transition economies has been partly
explained by the existence of involuntary savings under central planning. Involuntary
savings at the household level would have been the result of official prices being at below-
market-clearing levels, and a lack of generalized access to black markets. Perhaps more
importantly, very high savings were necessary to finance the large investments targeted by
the planners in pursuance of growth. Greater enterprise autonomy and price liberalization
early in the transition did away with these involuntary savings. Denizer and Wolf (1998)
estimate that the saving rate of a market economy with the same characteristics of Bulgaria
in 1989 would have been about 22 percent of GDP—about 10 percentage points less than the
actual saving rate.



Table 1. Average National Saving Rates in Selected Groups of Countries
{(In percent of GDP)

1970-1999 1995-1999
World 18.8 18.7
OECD : 22.8 23.1
EU-15 22.6 227
EU accession 223 204
Transition countries 22.5
Low income countries 1/ 152 15.4

Sources: World Bank World Development Indicators, and staff estimates.
1/ Countries with average per capita GDP in 1993-99 helow US$2,000, at 1995 prices. GDP per capita in Bulgaria was
slightly below US$1,500 during the same period.

7. The large declines in output at the start of the fransition process—resulting from
deep transformational recessions—were also responsible in part for the drop in savings.
The output declines varied from about 15 percent in Poland or Hungary, to more than

40 percent in the Estonia and Latvia, and output started to grow only about three years after
the start of reforms—a timing coincident with the bottoming out of saving rates and the start
of their recovery (Figure 2). A desire to smooth consumption during these recessions—which
were perceived as temporary—resulted in a lower saving rate,

Figure 2. Index of Real GDP in Selected Countries, 1989-240H
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8.  In Bulgaria, savings developments were affected by a transformational recession

that was prolonged and deepened by the lack of necessary structural reforms and
prudent macroeconomic policies. After falling by more than 30 percent in 1990-1993, rcal



GDP experienced a short-lived and very small recovery in 1994-95. The severe financial
crisis of 1996-97 caused another deep output decline of about 17 percent. It is not surprising
that in this context savings remained low—if only to smooth consumption while waiting for
an eventual turnaround in output. Government policies also affected savings during these
years, to a much larger extent than in the most advanced transition countries, for several
reasons. Capital expenditure was extremely low. The large fiscal deficits were only partially
offset by higher private savings, and these clearly unsustainable deficits led to high inflation
that depleted most savings. Finally, in the absence of structural reforms and any efforts at
enterprise restructuring, the conditions for a turnaround in growth performance were not in
place.

9. The banking crisis of 1996 resulted in a significant reduction in financial
intermediation and a loss of confidence in the banking system. Negative capital and
insufficient liquidity to withstand a run on deposits led to the closure of 18 banks (a third of
all banks, accounting for 30 percent of total assets). The loss of confidence in the banking
system was such that the ratio of deposits to GDP felt from 54 percent at end-1995 to only
16 percent in 1997. This episode undermined the trust of the public in the financial system
and the government’s macroecomic policies.

10. It was not until 1997 that Bulgaria adopted a set of sound macroeconomic
policies—in the context of a currency board arrangement—and a truly ambitious
program for structural reform. These policies set the basis for a resumption of still-
continuing positive growth despite unfavorable external developments, such as the Russian
crisis, the conflicts in neighboring Balkan countries, and the recent economic slowdown in
the EU. With Bulgaria’s economic recovery, the saving rate has increased to around

13 percent of GDP in the last few years but still remains below that in the most advanced
transition countries. While tight fiscal policy and a rise in capital expenditure have increased
public savings to an average of 3 percent of GDP, which compares favorably to other
transition countries, private savings in Bulgaria, at about 10 percent of GDP, are well below
the rates observed in other countries. Table 1 shows that, compared with other groups of
countries—not only with other transition economies—overall saving rates in Bulgaria are
also relatively low.

C. Explanations

11. Theoretical and empirical studies have identified a variety of factors that
influence the level of savings in an economy, the most important being the level of
income and growth, demographic factors, and the development of the financial system.
Other variables, such as government savings and social security systems, have also been
found to play a role. This section briefly reviews the links between these factors and savings.



The level of income and growth

12. In a poor economy, incomnie is well below long-run or permanent income—at least, if
there are prospects of catching up or beginning to close the gap vis-a-vis richer countries.
With a preference for consumption smoothing, people would like to consume a great deal in
relation to income when they are poor, and the saving rate would be low. This effect may be
particularly important in the context of transition and EU accession, where the prospects for
medium-term growth may be quite strong. In addition, in poor economies a large proportion
of income must be spent on necessities that guarantee subsistence.” For both of these reasons,
the “income effect” tends to raise the saving rate as an economy becomes richer. A
“substitution effect” works in the opposite direction: as an economy develops, the rate of
return on saving may drop—tfor instance, under decreasing marginal returns to the
accumulation of capital—and this would lower the saving rate as income increases. The
empirical evidence—see, for example, Edwards (1996); and Masson, Bayoumi, and Samiei
(1995)—is that saving rates are positively correlated with income per capita, suggesting that
the income effect dominates. In theoretical models with a life-cycle setting, income growth
will also have a positive impact on savings, because the savings of workers increase faster
relative to the retirees’ dissavings.

Demographics

13. The age structure of the population appears to play an important role in the
determination of savings. In life-cycle models, individuals have low or negative saving rates
when they are young, positive savings during their most productive years at work, and
negative savings when they retire. Thus, saving rates would tend to be higher in countries
with a higher share of the population of working age. Empirical studies (e.g., Edwards, 1996)
find, indeed, that the dependency ratio—the ratio of non working to working-age
population—is negatively correlated with saving rates.

Financial system

14. A well-developed financial system plays a key role in channeling savings to the best
available investment opportunities, and in doing so, it may offer higher interest rates or
superior combinations of risk and return. The effect of higher interest rates on the level of
savings, however, is theoretically ambiguous because of the different sign of income and
substitution effects. The empirical evidence suggests that higher interest rates have only a
very small positive effect on savings—Srinivassan (1993). The consequences of financial
sector development for savings, however, go well beyond the effects through the interest rate.
On the one hand, some authors indicate that easier access to borrowing could reduce savings
for the purchase of durables or for a precautionary motive. On the other hand, some have
argued that a number of institutional developments, including efficient prudential supervision

? In Bulgaria, for example, almost 50 percent of household income is spent on food.
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and—in some rapid-growth East-Asian countries—the encouragement of postal savings,
positively affected savings. Others have also stressed the importance of some aspects that go
hand in hand with financial development, and that promote higher savings, such as increases
in confidence in financial intermediaries, or more convenience when, for example, more
bank branches open up. Empirical studies have usually found a positive effect of proxies of
financial development on savings (Edwards, 1996, and UNECE, 2001) with negative cffects
found in subsamples of countries with relatively sophisticated financial systems (IMF, 1996).

Government and social security

15. The level of government spending, its composition between current and capital
expenditures, and the way 1t 1s financed —via higher taxes or borrowing—may all have an
effect on the level of national savings. For a given level of budget deficit, higher government
consumption tends to decrease national savings—especially if this spending is an imperfect
substitute for private consumption—and conversely with higher capital expenditure. For a
given level of government expenditure, an increase in the budget deficit would have no
impact on national savings if private sector savings increased one-to-one in anticipation of
future taxes (that is, if Ricardian equivalence holds). Empirical studies (Corbo and Schmidt-
Hebbel, 1991; or Masson, Bayoumi, and Samiei, 1995) tend to find, however, that the
increase in private savings does not fully offset a decline in government savings. More
generous social security payments will also lower the savings of working-age individuals,
and funded systems may increase national savings compared with pay-as-you-go systems.
Even the types of taxes the government uses to raise revenue have an impact on savings, for
example, taxes on consumption would tend to raise savings, relative to income taxes.

D. Empirical Analysis

16. A simple econometric analysis is used to estimate the quantitative effects of
several of the explanatory variables discussed above. A panel data set from the World
Bank World Development Indicators database covering the years from 1970 to 1999 is used
for the estimation. To clear the impact of purely cyclical effects on savings five-year
averages were taken for each of the variables in each country. The panel dataset consists of
more than 120 countries, and each country has a maximum of 6 observations—that is
averages for 1970-74, 1975-79, and so on until 1995-99. Transition countries are included
for the most recent years when data are available. Some of the variables mentioned in section
C are not included due to lack of data. As a “proxy” for financial devclopment, the ratio of
broad money to GDP is used, and a quadratic term is introduced to capture non-linear effects
suggested above.

17.  The empirical results are consistent with the explanations outlined in the
previous section (Table 2). The first column shows the coefficient estimates in a regression



S11 -

using the entire sample.” All are significantly different than zero (at the 1 percent
significance level) and have the expected sign. The level of income has a positive effect on
savings—a 10 percent increase in GDP per capita is estimated to raise savings by about

0.2 percentage point of GDP. One additional percentage point in the growth rate of GDP is
also estimated to increase savings by about 0.2 percentage point.* An increase in the
proportion of the population of non-working age decreases savings, with the effect being
stronger for increases in the proportion of retirees: One additional percentage point in the
proportion of the population above 65 years of age lowers the savings rate by about

1 percentage point, three times as much as an increase in the ratio of the population below
14. The proxy used for financial development indicates that this initially has a positive effect
on savings but at a decreasing rate, with the sign only reversing for levels of broad money
above 110 percent of GDP-—for a country with a 40 percent ratio of broad money to GDP
(the median value for the entire sample in the 1995-99 period), a 1 percentage point increase
in this ratio raises the saving rate by 0.1 percentage point. And finally, an increase in the
government’s deficit by | percent of GDP is estimated to lower national savings by less than
¥ percent of GDP.

18.  The results are fairly similar when separate regressions are run by decade.
However, for recent times the effect of the level of income and growth seems to weaken,
whereas the effect of demographic variables is stronger. The coefficient estimate on GDP is
even negative for 1990-99; while for the most recent period of 1995--99 the coefficient is
positive again, it implies only that a 20 percent increase in per capita GDP raises savings by
0.1 percent of GDP.

19. For Bulgaria, predicted savings for 1995-99 are about 15 percent of GDP, or
2 percentage points higher than actual savings. It is in this sense that one can claim that
Bulgaria has a relatively low savings rate.

20. How can the differences between Bulgaria and other transition countries be
explained? A set of countries including Croatia, the Czech Republic, Estonia, Hungary,
Latvia, Lithuania, Poland, Romania, and Slovakia, had an average saving rate in 1995-99
of 20 percent of GDP (Figure 3). Of a difference of 7 percentage points with Bulgaria,
differences in observables account for 4-5 percentage points (depending on whether we use

* In the presence of heteroscedasticity we used generalized least squares, and all standard
errors are computed using White’s procedure. The second column in Table 2 shows that the
coefficient estimates using ordinary least squares are virtually identical; although standard
errors are, as one would expect, much higher, all variables remain significant at the 1 percent
significance level.

* Similar results were obtained using lagged growth as an instrument to avoid simultaneity
problems. The results are not presented to economize space. Carrol and Weil (1993) conduct
causality tests and find that growth “causes” savings.
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the coefficients from the regression for 1995-99 or the one for 1970-99): A lower income

level and lower growth in Bulgaria explain 2-3% percentage points, and an adverse

demographic structure explains 1 ¥>—2 percentage points (Bulgaria has the highest ratio of
population over 65). Differences in fiscal deficits were small and thus may not be part of the

explanation.

Table 2. Regression results (standard errors in parenthesis)

Dependent variable: (H (2) (3) (4 {5) (6}
Ratio of national savings to GDP
1970-99 1970-99 1970-79 1980-89 1990-99 1995-59
Constant 22.1 19.2 =717 6.52 50.5 47.7
(1.2) (5.8) (2.8) (1.60) (1.22) (0.35)
Log (GDP per capita) 1.81 1.8 3.8 2.28 -0.35 .56
(0.10) (0.46) (0.15) (0.13) (0.10) (0.07)
Growth rate of GDP (in percent) 0.39 0.34 0.40 0.68 -0.007 0.31
{0.02) (0.13) (0.02) (0.05) {0.008) (0.009
Ratio of population below age 14 -0.39 -0.32 0.04 -0.21 -0.73 -0.80
(0.016) (0.09) (0.04) {0.02) (0.02) (0.007)
Ratio of population above age 65 -1.13 -1.04 -0.98 -1.01 -1.27 -1.68
{0.039) (0.19) {0.04) {0.03) (0.04) (0.02)
Ratio of M3 to GDP 0.15 0.18 0.13 0.27 0.16 ¢.15
(0.007) (0.05) (0.008) {0.008) {0.006) {0.009)
Squared ratio of M3 to GDP -0.001 -0.001 -0.001 -0.001 -0.001 -0.001
(0.0001)  (0.0003) {0.0001) (0.0001) (0.0001) (0.00001)
Government balance 0.46 0.58 0.45 0.49 0.86 0.78
(0.003) {0.10) (0.04) {0.02) {0.03) (0.02)
Adjusted R-squared 0.38 0.39 033 0.48 0.41 0.47
Number of countries included 127 127 83 100 104 89
Number of observations 472 472 107 181 184 89
21. While differences in the “proxy” for financial development are small and

therefore do not explain much, one could argue that before and after the banking crisis
of 1996-97 in Bulgaria, confidence in the financial system seriously deteriorated—even
beyond what would be captured in the monetization ratio that we use as a crude proxy. This

effect may account for a large share of what remains “unexplained.”

22. Compared with most of these countries, Bulgaria has also lagged in efforts at
reforms in key areas (see Figure 4). Delays in structural reforms and the resulting lack of
restructuring have limited the availability of good investment projects—and by lowering



-13 -

opportunities for lending, the banks have had limited incentives and ability to attract savers.’
Banks have also been cautious in their domestic lending because of an imperfect legal
environment, including problems with the enforcement of creditor rights.

Figure 3. Actual vs, Predicted Saving Rates in Selected Transition Countries (actual in vertical axis;
averages 1995-99)
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Looking ahead

23. Projections for the medium-term values of the explanatory variables indicate
that the saving rate could increase by about 5 percentage points over the medium
term—ifrom its average of 13 percent in 1995-99. The interaction of the coefficient
estimates from the regressions above and the projected evolution of the explanatory variables
suggest that: an increase in the income level —as a result of sustained growth of around

5 percent a year—would raise the savings rate by about 3 percentage points of GDP;
continued monetization—the ratio of broad money to GDP is projected to increase to more
than 50 percent of GDP by 2007—would imply higher savings by almost 1 percentage point

> Only about one-third of banks’ assets were lent domestically in 2001. The remaining were
mostly placed abroad.
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of GDP; the consolidation of a balanced government budget would increase savings by about
1%z percentage points of GDP (the fiscal deficit is projected at 0.8 percent in 2002 and zero
by 2005 and beyond, compared with an almost 3 percent average in 1995-99). Although the
ratio of the population below 14 years of age is expected to decline as a result of low past and
current fertility rates, the continued aging of the population will imply an increase in the ratio
of those above 65 years of age from 15.1 percent in 1995-99 to 16.7 by 2007, The net
demographic effect would subtract about ¥ percentage point of GDP from the savings rate.

24, In addition to the effects of the expected evolution in the covariates used in the
regression above, other important variables could contribute to an additional increase
in the savings rate. The improvement in confidence in the financial system and more
effective financial intermediation could have favorable effects. If unobservables related to
this phenomenon were responsible for the lower-than-projected savings in 1995-99, a
gradual improvement would contribute to higher savings. However, most of this effect is
already reflected in our projections for the monetization ratio, which implicitly reflect the
staff’s assessment on the favorable prospects for the development of the financial system.
The Bulgarian authorities also intend to increase the share of capital expenditures, from about
2 percent of GDP on average in 1995-99 to 4 percent in 2004 and beyond, in part to meet
EU-accession-related spending. In the context of a balanced budget, this shift towards capital
spending would result in an increase in public and overall savings. The short- and
medium-term effects of pension reform on savings will depend, in part, on how the transition
costs of introducing a funded pillar are financed—the impact will be larger and more positive
if these costs are met with cuts in current expenditure. Tax reform—mainly the authorities’
plans to lower direct personal and corporate income taxes, and raise indirect taxes—would
increase incentives to save as well. Continued restructuring, in addition to lower corporate
income taxes, would lead to higher corporate profitability, and provide a boost to corporate
savings.

25.  Given the uncertainty surrounding the estimates presented above, the staff’s
current macroeconomic framework projects a more conservative increase in the saving
rate, to slightly more than 17 percent of GDP by 2007. With investment rates projected to
reach 22 percent of GDP over the medium term, consistent with growth projections, the
current account deficit would gradually decline to 4% percent of GDP. As this deficit is
expected to be covered by FDI inflows, the gross external-debt-to-GDP ratio would decline
to 50 percent, from almost 80 percent in 2001.
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E. Conclusions and Policy Implications

26.  The seemingly low rates of saving in Bulgaria can be explained, to a large extent,
by the country’s characteristics, in particular, its low level of income and an adverse
demographic structure. Still, actual saving rates are lower than what would be predicted
solely on the basis of Bulgaria’s characteristics. We have argued that two reasons may be
largely responsible for this outcome: the adverse shock to confidence in the Bulgarian
financial system as a result of the banking crises in 1996-97, and the lack of economic
restructuring and legal problems constraining domestic lending, which in turn have limited
the returns to saving.

27. On the basis of projected values for variables that influence savings, the chapter
estimates that the savings rate could increase by about 5 percentage points in the
medium term. Unfavorable developments in the demographic structure, as the population
continues to age, would be more than offset by higher income levels, more effective financial
intermediation, and continued tight fiscal policies. Higher savings would increasingly finance
necessary investments to reach growth objectives and accede to the EU, gradually bring
down the current account deficit, and allow for a sharp decline in the ratio of gross external

debt to GDP.

28. In addition to continued prudent fiscal policies, the projections for higher
savings rely on the implementation of other policies that would provide the proper
environment for sustained high rates of income growth, and the development of the
financial system. The most important policies include:

. An acceleration of structural reforms that encourage restructuring and increase
productivity and, thus, the returns on savings.

. Policies that foster sound financial intermediation, including finalizing the
privatization of state-owned banks; improving the legal framework to better protect creditors
rights—especially relating to bankruptcy and liquidation procedures; and strengthening
banking supervision—particularly important in a context of rapid credit growth.

k

. A decline in current expenditure on the part of the government will be needed to
finance increased accession-related capital spending and remove the pressure that the
transition costs of pension reform will exert on the fiscal accounts.
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1
II. BULGARIA’S FISCAL DECENTRALIZATION REFORM
A. Introduction

l. Bulgaria has made significant progress towards achieving fiscal and
macroeconomic stabilization since the start of transition to a market economy and, in
particular, the introduction of the CBA in 1997. However, difficulties in municipal
financing—including the emergence of sizable arrears—represent a potential risk to
confinued fiscal prudence. Against this background the Bulgarian government is in a process
of formulating and implementing a comprehensive fiscal decentralization reform program
that aims at: (i) achieving clear assignment of expenditure functions; (ii) providing revenue
sources consistent with these functions among the levels of government; and (iii} providing
incentives to increase cfficiency in delivery of public services and management of resources
at the local level.

2. In Bulgaria, local governments have come through a period of severe financial
pressures with increasing budget deficits starting 1998 and peaking in 2000 (see

Table 1).? This caused the Ministry of Finance (MoF) to make extraordinary ad hoc subsidy
allocations and impose severe spending controls in the last two budget years. In 2000,
municipalities required the equivalent of 1 percent of GDP in excess of budgeted central
government support. As a result the deficit accumulation process was slowed but not
reversed, and no firm resolution has yet been reached on settling the accumulated deficits.
While central government transfers allowed a balance to be achieved between revenues and
expenditures in 2001, the large overhang of cash arrears remains. At end-2001, the stock of
municipal arrears was close to 130 million leva or 6.4 percent of total municipal revenues
(0.4 percent of GDP).?

3. Arrears have become the major means of deficit financing and eroded the fiscal
discipline and accountability at the local level. The problems arise partly from weak
management capacity and financial control within a number of municipalities, but they are
mainly due to unfunded expenditure mandates as well as lack of adequate assignment of
revenue sources. As a result, pressures have emerged to decentralize the system of
intergovernmental relations and devolve a number of expenditure functions and revenue
sources to lower levels of government as a possible solution.

! Prepared by Bozhil Kostov, IMF office in Sofia.

2 In 2000, Bulgrian municipalities accounted for 21 percent of consolidated government
expenditures (up from 17 percent in 1997 and down from 23 percent in 1999).

3 In fact, the stock of arrears has come down from 11 percent of municipal revenues at end-
1999. However, this has been achieved at the expense of additional grants provided by the
central government—a practice that docs not encourage fiscal discipline.
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Table 1. Bulgaria: Structure of Municipal Budgets 1997-2001

1997 1998 1999 2000 2001

(In mitlions of leva)

Revenue 1010.6 1665.9 1820 1958.8 2037.2
QOwn source revenue 95.2 252.3 339 346.8 448.7
Tax revenues 204 135.3 89 89 104.9
Property tax 16.2 129 83 §8.9 98.6
Non-tax revenues 64 101.2 230 233.9 294
Capital revenues 10.8 15.8 20 239 49.8
Shared tax revenues 557 775.2 759 775.5 9154
Profit tax 1/ 217.1 266.7 252 251.3 3933
Income tax 3399 5085 507 5242 522.1
Transfers 2/ 358.4 638.4 722 836.5 673.1
Expenditures 9979 1682.2 1877 2021.2 2036.5
Education 327.6 493.3 572 626.2 6547
Health 282.6 433.7 480 413.8 183.8
Social Security and Welfare 89.5 154.5 241 313.5 3917
Current 918.7 1470.3 1704 1863.2 1833.6
Capital 79.2 211.9 173 158 202.9
Deficit/Surplus of Operating Budget 12.7 -16.3 -57 -62.4 0.7

(In pereent of total)

Revenue 100 100 100 100 100
Own source revenue 9.4 15.1 18.6 17.7 220
Tax revenues 2.0 8.1 49 4.5 5.1
Property tax 1.6 7.7 4.8 45 4.8
Non-tax revenues 6.3 6.1 12.6 11.9 14.4
Capital revenues 1.1 0.9 1.1 1.2 24
Shared tax revenues 55.1 46.5 41.7 39.6 44.9
Profit tax 1/ 21.5 16.0 13.8 12.8 19.3
Income tax 336 30.5 279 26.8 256
Transfers 2/ 35.5 383 39.7 42.7 33.0
Expenditures 100.0 100.0 100.0 100.0 100.0
Education 32.8 293 30.5 31.0 32.1
Health 28.3 25.8 256 20.5 9.0
Social Security and Welfare 9.0 9.2 12.8 15.5 19.2
Current 92.1 87.4 90.8 922 90.0
Capital 7.9 12.6 5.2 7.8 10.0

Sources: IMF Government Finance Statistics Yearbook and Ministry of Finance

1/ The 2001 profit tax receipts include 52,5 min leva received by Sotfia municipality from the sale of Bulbank,
2/ The 2001 transfers have to be adjusted upwards by 113,1 mln leva paid directly by the central government
to local governments' suppliers.
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4. The envisaged municipal reform in Bulgaria is closely linked to ongoing reforms
in other areas, including health care, education, and the social safety net. For example,
one of the main problems in rationalizing the costs in education in the municipal budgets is
that municipalities have no authority over the key decisions that drive these costs. In the
health care field, most municipal health facilities have been commercialized with operating
costs now covered by payment for services from the National Health Insurance Fund (HIF).
However, capital costs of facilities are still the responsibility of the municipal governments.
Where such service delivery responsibilities are split between agencies and levels of
government, the incentive structures are almost always in conflict, resulting in inefficient and
costly service provision (McCullough, 2002).

5. These issues have begun to be addressed in recent budgets. Changes made in

the 2002 budget align better the revenues guaranteed by the state and the assigned
expenditure commitments of municipalities. At the same time greater autonomy was
provided to municipalities to administer certain local fees and other non-tax revenues to
finance the services they choose to provide. The local tax base was increased with a new road
tax and certain local tax and fee rates were updated. Also, the government has committed
itself to reverse the practice of the last three years and not cover losses stemming from excess
spending at the municipal level. Further, the expenditure burden on municipal budgets has
been reduced with the ongoing reforms in the health care sector which removed certain
health care expenditures from municipal budgets and increased the HII’s share in hospital
costs. The forthcoming rationalization of the overcapacity in the education sector and the
central government commitment to cover costs at a minimum standard level will improve
further the municipahties’ financial condition.

6. Against this background, an important policy question is whether greater fiscal
decentralization is desirable. From an efficiency perspective the subsidiarity theorem states
that each public service should be provided by the jurisdiction having control over the
minimum geographic area that would internalize benefits and costs of such provision

(Shah, 1994}, According to this principle, taxing, spending and regulatory functions should
be exercised by lower levels of governments unless a convincing case can be made for
assigning them to higher levels of government. It is also hoped that decentralization will
improve the financial condition of municipalities, reduce their large contingent liabilities {in
the form of arrears and unfunded mandates) to the central government as well as bring higher
efficiency in the provision of local public goods and services.

7. In reality, however, decentralization is more complex. Despite the advantages of
efficiency and local accountability, it may have a significant impact on macroeconomic
management and stabilization. Further, local governments may lack the skills or resources to
prepare and execute budgets effectively. While the literature on fiscal federalism generally
admits the need for decentralization, many observers stress the risks of loss in expenditure
control, increased corruption and inefficiencies in resource allocation that may result from
hasty or over-extended decentralization (Prudhcmme, 1994).
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8. The rest of the paper discusses key aspects of the decentralization process in
Bulgaria.* It begins with a brief outline of generally accepted principles that should guide
sound and effective decentralization reforms; the next section discusses Bulgaria’s current
system of intergovernmental fiscal relations and outstanding issues; following a discussion of
Bulgaria’s reform proposal the paper concludes with a few key observations.

B. General Principles of Decentralization

9. While there is no single ‘best’ fiscal decentralization design, there is consensus in
the literature on fiscal federalism (also illustrated by country experiences) about the key
conditions that should be satisfied in allocating fiscal autonomy to local governments.
The framework governing the relationships between the central and local governments and
arrangements for budgeting should be transparent and efficient and provide for aggregate
expenditure control and strategic allocation of resources. For achieving these overarching
objectives certain basic principle should guide decentralization reforms.

General principles

10. Each level of government should have clearly assigned responsibilities and fiscal
and revenue-sharing arrangements between the central and local governments should
be stable and predictable, Clarity, transparency, and stability are paramount for achieving
the accountability that efficient governance requires. Overlapping or unfunded mandates, and
frequent legislative and regulatory changes should be avoided.

11. Revenue assignment should be fully consistent with expenditure assignment.
Sufficient resources should be assigned to local governments to allow them to fulfill their
duties, When new duties or responsibilities are transferred to local governments,
supplementary funding should be provided. On the other hand, if duties or responsibilities are
removed, transfers to local governments should be correspondingly reduced.

12. Local governments need to have a reliable estimate of the revenues available to
them before preparing their budgets. Lack of predictability impedes both efficiency and
financial control at the local level. Without an indication of the level of resources to be
transferred to them, local governments cannot adjust their expenditures to meet perceived
fiscal constraints. Accordingly, forecasts of revenues should be transmitted to local
governments as soon as they are decided, and estimates of grants to local governments need
to be prepared early in the budget process.

13. Certain fiscal autonomy should be given to local governments to realize the
efficiency potential of decentralized governance. On the expenditure side this would

% Extensive technical assistance has been provided in this area under the USAID’s Local
Government Initiative Project.
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translate into having budget flexibility to decide—within limits—expenditure priorities in
accordance with local preference. On the revenue side, local governments should be able to
set tax bases and tax rates on at least one significant local tax source in order to provide
incentives for revenue raising and ensure accountability (Ter-Minassian, ed. 1997, Martinez-
Vazquez, 1995).

14.  Incentives should also be provided for increasing revenue collection and
delivering services efficiently. Often the central government adjusts downwards its transfers
to local governments when the latter achieve economies in public spending or improve their
own tax collection. This can create perverse incentives at the local level. Considerations
should be given to allowing local governments to keep a share in any savings they make
through improved efficiency.

15.  Fiscal deficits should not be passed down onto the local governments. The central
government should avoid passing its financial problems to local governments through cuts in
intergovernmental transfers or increased expenditure assignments, without compensatory
measures.

16.  In the case of local government budget overruns or accumulation of arrears, the
law should stipulate sanctions or emergency measures. For example, local governments
could be forced to cut expenditures or raise taxes and fees, or local budgets could be placed
under the authority of the central government until the situation is stabilized.

17. A sound reporting and accounting system based on standard budgeting rules is
critical. Systems for budget execution, internal management control and internal audit for
local governments should be similar to those of the central government. Ideally, they should
be subject to regulation by the ministry of finance. In addition, local and central governments
should have a common functional and economic classification of cxpenditures, based on
international standards.

18. Special mechanisms are needed to control local borrowing, which has a
potentially important impact on macroeconomic stability. Depending on the degree of
decentralization, these mechanisms may consist of grant instruments, fiscal targets set by
law, or direct controls on borrowing. Local borrowing should be limited in accordance with
clear and transparent principles that take into account the debt servicing capacity of the local
governments.

C. The Bulgarian System of Intergovernmental Fiscal Relations—Status and Issues

Levels of government

19. Bulgaria is a unitary state with two levels of government—central and local, The
local governments are made up of 263 municipalities, which are the principal administrative
territorial units at the level of which local self-government is practiced. Municipalities are
legal persons, entitled to own municipal property, and have their own separate budgets,
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which are consolidated with the central government budget. The municipal council and the
mayor are directly elected by the citizens.

20.  In addition, the territory of Bulgaria is divided into 28 regions which are
administrative territorial units of the central government. The regions are arms of the
central government and have no autonomous budgets, They are entrusted with the conduct of
regional policy, the implementation of state policy at the local level, and ensuring the
coordination of national and local interests. Each region is headed by a regional governor,
who is appointed by the Council of Ministers.

Expenditure assignment

21.  Areview of the current expenditure assignment in Bulgaria indicates that there
is no gross expenditure mismatch. Typical central government functions which have a
national dimension, such as defense, arc assigned to the central government while many
services with local benefits, such as primary education, local road maintenance, and garbage
collection, arc assigned to local governments. The health reform launched in 1999 took the
responsibility for financing pre-hospital health care establishments from the municipalities
and in 2001 the financing of regional hospitals and orphanages, which services have an inter-
municipal dimenston, became a responsibility of the Ministry of Health,

22. Nevertheless, current expendifure assignments are not sufficiently clear and
stable. Many services in Bulgaria are assigned to municipal governments on a shared basis
with the central government, including education and health care, which are the largest
components of municipal expenditures. This sharing frequently leads to confusion and
conflict over accountability and financial responsibility.S Stability has been compromised by
frequent and ad hoc changes of expenditure mandates (often without respective revenue
assignments), especially in the course of a budget year, creating disincentives for prudent
financial management and resulting in accumulation of arrcars and reduced service delivery.
Clearly, local governments need more predictability for efficient management of their
resources.

23. Unclear delineation of responsibilities over regulation, financing, and
implementation—especially in the case of shared responsibilities—have resulted in the
proliferation of unfunded mandates. These mandates have served to limit the cffective
budgetary autonomy of local governments and added demands on their already strapped
budgets. According to an estimate of the MoF in 2002 unfunded mandates represent

0.2 percent of GDP.

> Shared mandates are also a problem for matching expenditure assignment with revenue
authority. It has been estimated that municipalities spend more than 90 percent of their
budgets for services over which they have very limited control (National Audit Office,
May 2000)



_74 .

24, The central government has until recently complicated sound financial
management by imposing priorities for municipal expenditures and placing strict
limitations on municipally-financed capital investment. Such arrangements have created
the perverse incentive to drive up current expenditures and increase lobbying for central
government capital subsidies. Also, at the end of the fiscal year, municipalities are often
authorized by the MoF to finance current expenditures with the unused portion of the
targeted investment subsidy (which cannot be carried over), lcading to increased current
expenditures to the detriment of investment. To tackle these issues, the government has,
beginning in 2001, eliminated the system of mandatory priorities and raised the spending
limit on investments (above the targeted subsidy for capital expenditure) from 10 percent to
25 percent of the municipalities’ own revenues in 2002.

25. Expenditures which have a redistributive objective should be the mandate of the
central government. However, until recently Bulgarian municipalities were funding

50 percent of social welfare payments from their own revenues. This created significant
disparities in expenditure needs across municipalities and especially burdened mumnicipalities
with limited local revenues and large dependent populations. With the 2002 state budget the
government has partially addressed this problem by lowering the part of social welfare
payments financed by municipalities’ own revenues to 25 percent, with a view to funding
fully these payments with central government revenues by 2003.

26.  Finally, there is a lack of correspondence between the funding and the usage of
key mandated services. Many municipalities pay for facilities that serve the population of
surrounding municipalities, particularly schools and social care facilities. The funding for
these services does not recognize the nature of the inter-jurisdictional costs. In the health
sector, this issue is being addressed by removing most health care expenditures from the
municipal budgets. However, such distortions will remain for health care facilities, which arc
still owned by the municipalities, and in other sectors, such as education.

Revenue assignment

27. In general, the assignment of tax bases to governments in Bulgaria is in
accordance with public finance principles. Mobile tax bases are generally assigned to the
central government budget and immobile tax bases to local budgets. Municipalities have
three main sources of revenue: (i) shared taxes; (ii) central government subsidies (general
subsidies and targeted subsidies for investment and social assistance); and (iii) own-source
revenues, including local taxes, fees, and other non-tax revenues.

28. Shared taxes represent a very large source of municipal revenue—around

40 percent of total revenues in 2000, but vary significantly across municipalities. They
are comprised of corporate profit tax and personal income tax, while indirect taxes accrue to
central government. Revenues from the personal income tax are allocated 50:50 between the
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central and local budgets and are paid to the municipal budgets according to the taxpayer’s
place of work.® This method of payment poses problems when residents of one municipality
work in another, because these people use public services according to their residence but
pay taxes to another municipality. The municipal corporate profit tax share is 10 percent of
the accounting profits adjusted for tax purposes. Like the personal income tax, the current
allocation of the corporate profit tax is based on the location of company, which results in a
windfall to some municipalities and a disadvantage to others, especially those where the
workers reside.

29. Overall, Bulgarian municipalities have an adequate range of lIocal revenue
sources assigned to them. The basic structure of the local tax base is sound, comprised of
property tax, vehicle tax, inheritance tax, a new road tax, and a patent tax that covers local
business activity. There has been a steady increase in the importance of own revenues in
local budgets; own revenues have doubled as a share of total revenues since 1997, to around
18 pereent in 2000. A notable feature of the Bulgarian local tax system is the insignificance
of the property tax which accounts for only around 4.5 percent of total municipal revenues
owing to low tax rates and irregular updates of tax base assessments, both of which are
controlled at the central level. Local fees and non-tax revenues are far more important
revenue sources for local governments than the property tax, although many of these fees are
also confrolled from the center.

30.  The need for the central government to control its deficit under conditions of
high current account deficits and public debt has so far limited the central government
in granting more revenue-raising autonomy to local governments. Despite growth in
local revenues, autonomy over local taxes is limited by central government restrictions over
tax bases and rates, which discourages municipalities from increasing revenues. Also, being
uniformly set, the tax rates cannot address the different circumstances across municipalities.
Municipalities have only very limited powers in setting the rates of certain local fees within
certain ranges set by the law.

31.  The practice of central government sequestration of any additional revenues
raised by municipalities (and the fact that budgeted local tax revenues are based on
forecasts of the central government) has reduced transparency in intergovernmental
relations and created disincentives for revenne mobilization. According to the 2002 State
Budget Act, municipalities have to pay back to the central government shared tax revenues in
excess of central budget forecasts while the central government has to give compensatory
grants when collected shared tax revenues are lower than the forecasted levels. Such a
provision provides little incentive to increase revenues. Although the centralized shared tax
revenues in excess of budget forecasts are subsequently redistributed among municipalities
the reallocation mechanism is often discretionary and non-transparent. This has deprived

® The patent tax levied on small businesses is treated as part of the personal income tax share
for distribution purposes and is shared in the same percentage.
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municipalities of revenue predictability and stability and decreased their ability to budget and
plan expenditures.

32. At present the collection of local taxes and certain fees is done by the MoF
regional tax offices on behalf of the municipalities. It is an open question as to whether a
shift to municipal control of local tax administration would produce higher revenues.
Centralized tax collection is often less costly to administer owing to economies of scale.
Also, given the size of the country and the on-going project for setting up the Unified
Revenue Agency, which is expected to strengthen the revenue collection process, it may not
be desirable for municipalities to assume fully independent local finance administration.

Central government transfers

33, Central government transfers have been an important source of revenues for
municipalities, ranging from 35 percent to 43 percent of total municipal revenues
during 1997-2000. Central government transfers consist of: (i) general purpose grants (un-
earmarked block grants); (ii) targeted grants for capital expenditures (for centrally approved
projects); and (ii1) special purpose grants for social assistance. The specific transfer amounts
are determined every year in the State Budget Act where only the general grant’s calculation
1s based on a formula. In 2002, the MoF reduced the total subsidy by 0.3 percent of GDP
(reflecting the removal of certain health care expenditures from the municipal budgets) and
shifted larger proportions of the total subsidy into the social welfare and capital investment
components.

34. The general grant formula in the 2002 budget addresses, in part, the disincentive
to municipalities to raise higher revenues. Previously, the higher the own revenues (tax
and non-tax) expected for a given municipality, the lower was the subsidy provided to it.

In 2002, the formula excludes the full amount of non-tax revenues, with the purpose of
limiting central government intervention in determining the amount of non-tax revenues and
how they are spent. The current transfer formula is clearer than the formulae used in the past,
and has the advantage of taking into account mandatory expenditures and (by excluding non-
tax revenues) provides municipalities with additional resources which can be used to finance
the operations and maintenance of non-mandatory activities.

35. Nevertheless, further improvements are needed. The provisions of funds covering
the full amount of wages (which are part of the mandatory expenditures) risks fixing the
distribution of current spending between wages and non-wage expenditures. Further, the
system of transfers should have explicit objectives and grants should be explicitly budgeted
ex-ante and allocated according to objective and transparent criteria. Also, the transfer
formula should be further improved to provide incentives to stimulate local revenue
collection, and ensure that local revenue is not replaced with equalization grants. Finally, the
central government should try to avoid ad-hoc and gap-filling transfers and restrain from
changing the formula’s methodology from year to year which makes the system of central
government transfers less predictable and transparent.
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Municipal borrowing arrangements

36. Local government borrowing has clear ramifications for macroeconomic
management and control. Although the current level of municipal borrowing is not very
high, the lack of effective monitoring and enforcement and the absence of adequate
bankruptcy procedures for defaulting municipalities poses important risks. Also, there is at
present no clear reporting on the full outstanding debt and contingent liabilities of local
governments. The moral hazard created by the practice of granting loans by the central
government that are eventually forgiven is another important threat to local budgetary
discipline.

37.  Concerns about the lack of responsible fiscal management at the local level and
its impact on macroeconomic stability at the national level have Ied to the introduction
of limits on local borrowing. Bulgaria has enacted legislative limits on local budget deficits
as a share of local budget revenues, but the current legal framework is inconsistent with
respect to the purpose for which municipalities are authorized to borrow. According to the
Municipal Budgets Act the authorized level of municipal budget deficit is 10 percent of total
budget revenues, which is interpreted by many municipalities as authorization to borrow for
financing current expenditures. At the same time the Local Self-Government Act prohibits
borrowing to fund general operating expenses. Clearly, these conflicting provisions need to
be reconciled.

D. Summary of the Current Reform Proposal’
Reform proposal

38. Bulgaria’s program for fiscal decentralization aims at “delivering public services
of quantity, quality and price that are affordable and correspond to citizen needs, on
the basis of sustainable and durable balance of expenditure responsibilities of
municipalities with stable revenue sources, and effective citizen control.” In achieving
this objective the government intends to follow the subsidiarity principle of assigning
expenditure and revenue authority to the lowest efficient level of government; match
expenditure responsibilitics with revenue sources; impose strict financial discipline on
municipalities and enhance their financial management capacity; seek transparency and
equitable treatment of all public sector actors; provide fair access to resources for delivery of
minimum level of public services; and establish a balance between local discretion and
macro-financial stability by developing and ensuring certain minimum standards for public
service delivery.

7 Based on “Concept and Program for Fiscal Decentralization,” recently adopted by the
Council of Ministers.
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39, The government will seek changes in the following four broad areas: (i) defining
and delineating the expenditure responsibilities of the state and the municipalities; (ii)
funding of state cxpenditure responsibilities mandated to municipalities; (iii) funding of
municipal expenditure responsibilities; and (iv) improving the legal framework for the
municipal budgets preparation and execution process.

40.  Reform measures in the first area are targeted at a clear assignment of
expenditure mandates especially in education, health care and social assistance as well
as clearing the municipalities® arrears for 2001. These measurcs include defining clearly
in the 2003 budget framework the state and municipal responsibilities toward accumulated
arrears and giving priority to developing cost standards (including for staffing levels, average
wages, and maintenance) for public service delivery in the education, social welfare, culture,
and health care sectors. In the medium term, the government plans to develop a special law
for the city of Sofia that will take into account the specific fiscal status of the capital city
where there 1s considerable concentration of publicly provided goods and scrvices.

41. The proper funding of mandated responsibilities is key for the municipalities to
be able to carry out the assigned public service delivery and avoid further accumulation
of arrears. The assigned mandates shall be financed through a combination of shared taxes
and grants. With the 2003 state budget the government intends to remove the current
municipal tax and the municipal corporate profit tax sharc as municipal tax revenue sources,
compensating in full with proceeds from the personal income tax and subsidies from the state
budget. In order to provide incentives to municipalities to increase shared-tax revenues the
government plans to review the regulatory mechanism for year-end reallocation of the
eventual surplus of shared tax revenues (in excess to the budget forecasts) among
municipalities and give opportunity for part of this surplus to stay with the them.

42, Expenditure mandates will be further clarified and funding provided
accordingly. The expenditure responsibilities for provision of social assistance will be
covered in full by the central government and the expenditures for social services provided
by the municipalities. The formula for calculating intergovernmental transfcrs will be entirely
revised with the 2003 State Budget Act and made in accordance with the respective
assignment of revenue and expenditure responsibilities between the municipalities and the
central government. Tt will be transparent and accessible to the municipalities in advance of
the municipal budget preparation process.

43. The third set of reforms seeks to secure adequate municipally-controlled revenue
sources to meet the demand for local public services. The measures are directed at giving
authority to municipalities to set rates of local taxes and fees, and determine tax bases. As a
first step, the government will work out a program for gradual reduction and clearing of that
part of municipal arrears for 2002 related to municipal (discretionary) responsibilities, with
municipal own revenucs as a major source of financing, in the course of executing the current
state budget. By amending the Local Taxes and Fees Act municipalities will be given
autonomy in determining local fees. Taxes that enter municipal budgets will be clearly
separated according to the respective assignment of expenditure responsibilities and
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following the principle that shared taxes finance state expenditures and local taxes finance
municipal expenditures. If a political consensus is achieved in the parliament the scope of
local taxes will be broadened in the medium-term. For municipalities which are not able to
finance local public services at a minimum required level with their own revenues an
additional subsidy will be distributed from the central budget. In the medium term, the
program envisages amending the Constitution so that municipalities can alone set local taxes.

44.  Finally, the legal framework would be improved with respect to municipal
budget preparation and execution and to enhance the municipalities’ financial
management capacity. Reforms will seek to establish legally sound budget and accounting
practices, improve transparency of, and conditions for giving, central budget loans to
municipalities, and develop a solid normative base for the municipal credit system and
municipal insolvency procedures. A clear distinction between operational (current) and
capital budgets will be made in the Municipal Budgets Act. Debt financing will be allowed
only for acquisition of long term fixed assets and rules for application, approval, repayment,
and writing off of interest free municipal loans granted by the central government will be
developed. The government will also establish legal procedures to ensure observance of strict
financial discipline by municipalities as well as for determining the conditions and measures
to be taken when they fall in financial distress or insolvency. Further, an incentive/penalty
system will be put in place to encourage/limit the implementation of good/bad management
practices. Finally, legislative procedures for municipal debt issuance, pledge of collateral,
credit rating, disclosure and accounting as well as the central government’s role in the
process will be developed in the medium-term.

Some remarks on the proposed reforms

45.  The proposed reform of the intergovernmental fiscal relations has a number of
advantages. It achieves greater clarity and simplicity in determining the fiscal relations both
at the national and municipal level. All municipal activities will be divided into centrally
mandated services and municipal services provided at local discretion, with the centrally
mandated services funded at a basic level by central government transfers, shared taxes,
subsidies, and state fees, while municipal services are financed with municipal own source
revenues. The costs of mandated services will be based on centrally developed minimum
standards while the expenditures for services provided at local discretion will be constrained
to the level of municipal own source revenues. Further, removing the corporate profit tax and
retaining the personal income tax as the only shared tax will add stability and predictability
to the system and increase horizontal balance across municipalities. The suggested
revision/removal of the shared tax surplus redistributive mechanism and eliminating the
sequestration of any surplus municipal revenues will reduce disincentives for revenue
mobilization. A move in the right direction is also the intended full funding of social welfare
payments by the central government.

46. However, further improvements can be made to more fully achieve the
decentralization reform objectives. Horizontal equity, for example, can be further
improved by moving away from the current method of allocating the personal income tax
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based on taxpayer’s place of work to allocation based on taxpayer’s residence, which will
limit the distortions between revenue allocation and expenditure needs. Capital expenditure
responsibilities could also be better clarified by making municipalities responsible for the
capital infrastructure needed to provide those services assigned to them.® The responsibilities
of municipalities for investment budgeting and programming should be increased in line with
the functions assigned to them. The 2002 budget includes measures that go in this
direction~—50 percent of the targeted subsidy will be allocated among projects by the
municipalities themselves. However, before the transfer of full capital budgeting
responsibilities to local governments is implemented, 1t 1s essential to carry out an extensive
training program for local budget officials covering multi-year budgeting, project appraisal
techniques, tendering, and contracting.

47. In Bulgaria, a possible next step towards greater fiscal autonomy would be to
give municipal governments limited authority over one highly productive revenue
source, such as a revamped property tax, and possibly some other local taxes like the
vehicle tax and the patent tax. Some degree of authority could be granted over tax rates and
bases, and municipalities could be given the authority to determine the services on which
they will charge fees, the types of fees to be imposed, the rates, the base, and the collection
process. Implementing a comprehensive reform of the local revenue system will guarantee
access to adequate level of revenues and induce local governments to increase revenue
collection.

48.  Finally, the envisaged strengthening of the legal framework for local government
borrowing is worthy but additional rules for monitoring and enforcement of the already
existing limits may need to be put in place. A golden rule that limits municipal borrowing
for investment purpose and requires current budgets to be balanced could be desirable in
Bulgaria, but additional control and/or rules may alse be needed to ensure compliance with
the central government fiscal targets. Central coordination of the external debt policy is
required, and its impact on the balance of payments must be taken into account. Approaches
to foreign capital markets and negotiations with international financial institutions need to be
coordinated. Moreover, foreign lenders, when lending to local governments, generally
require an explicit or implicit guarantee from the central government. Therefore, at a
minimum, lending operations made abroad by municipalities should comply with conditions
set by the central authorities.

E. Conclusion and Final Remarks

49, The authorities have developed a comprehensive agenda for reform of
Bulgaria’s fiscal decentralization system that aims to achieve an improved efficiency in

® This would require central authorities to provide prudent limits to local government
borrowing, monitor compliance, and facilitate the supply of long-term credit for well-planned
and reasonable capital expenditures by local governments.
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public service delivery and better overall resource allocation. While many of the
proposals outlined in the authorities’ program correspond closely to those suggested in this
paper and elsewhere, before proceeding with a rigorous implementation of the reform
program certain key considerations need to be kept in mind.

50. First, no matter how technically well-designed is the system of
intergovernmental fiscal relations, effective implementation requires the presence of a
comprehensive institutional and legal framework. A prerequisite for successful
decentralization is that local governments in Bulgaria possess the administrative capacity
required to effectively carry-out the assigned mandates. Granting greater budgetary
autonomy should be balanced with improving the capacity for local budget management and
control. The latter requires large-scale traiming in expenditure management, project appraisal,
and overall improvement of the local governments’ implementation capacity. Coordination
and cooperation between levels of government s central to an efficient decentralized system.
The lack of such communication and cooperation, in particular in sectors with a large weight
in local government budgets—such as education, health, and social assistance—may lead to
proliferation of unfunded mandates, inefficicnt supervision and weak support.

51. Second, the proper sequencing of decentralization is key. Bulgaria’s fiscal
decentralization reform should be carnied out gradually with legislative and capacity building
efforts proceeding first to prepare the ground for the implementation stage. In the absence of
such efforts, decentralization can increase the scope of corruption within government since
the number of officials in a position to benefit from corruption increases. Further,
decentralization tends to increase the demand for skilled administrators by the government
sector, since each autonomous local government requires its own administrative staff. In a
country where capable public management is still scarce, it may not be desirable to proceed
immediately with a greater degree of decentralization.

52.  Third, as decentralization proceeds and local governments gain more financial
autonomy, it will be increasingly important for local governments to manage their
finances in a fiscally responsible and transparent manner. Otherwise, local fiscal deficits
would offset sound fiscal management at the center. Furthermore, decentralization posses
special challenges to macro-management even in the presence of hard budget constraints on
local governments, as changed composition of local spending and revenue sources alone may
have expansionary effects on the aggregate demand. This means that, as decentralization
proceeds, local governments will need to become more involved in the process of fiscal
macro-management. This could be done through setting up an appropriate institutional
coordination mechanism (e.g., a forum between the Ministry of Finance and the National
Association of Municipalities) for discussing intergovernmental fiscal issues with
macroeconomic impact.

53. Local borrowing is an issue of special importance—given the still high external
debt and current account deficit—owing to its potentially destabilizing impact on the

overall finances of the country. Greater reliance on clear and firmly implemented rules for
borrowing are needed until the discipline of the market becomes an important supplemental
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instrument for control of unwise borrowing. The central government should closely monitor
the local fiscal situation and be prepared to tighten borrowing limits if signs of rising deficits
and indebtedness of local governments emerge. At the same time there should be tighter
control on quasi-fiscal activities of local governments, including arrears accumulation.
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IT1l. BULGARIA’S BANKING SECTOR !

A. Introduction and Background

l. The banking sector has strengthened considerably since the 1996-97 financial
and exchange rate crisis, but intermediation remains low. The present scope and quality
of banking sector intermediation in Bulgaria still carries the legacy of the crisis, which was
largely triggered by the unsound lending practices and weak governance and supervision of
banks during the early transition years. Strong measures to restore financial stability,
centered on the introduction of a currency board arrangement (CBA) and the strengthening of
banking regulation and supervision, have dramatically improved the condition of the sector.
The banking sector landscape has been transformed through substantial consolidation,
including the resolution of 15 banks in 1996, successful privatization of the dominant state
banks, and ongoing restructuring of the banks that survived the crisis. As a result, the
Bulgarian banking sector is now generally well regulated and supervised, highly capitalized
and liquid, and profitable. However, the level and composition of monetary aggregates
suggest that the public still lacks full confidence in the banking system and that banks are
still cautious in expanding lending to the private sector. This chapter discusses the current
structure, performance, and resilience to shocks of the Bulgarian banking sector against the
background of the 1996-97 crisis and key changes in banking sector behavior since the
crisis.

2. Widespread insolvency and weak governance and supervision in the banking
sector were major factors underlying the financial crisis of the mid-1990s. In the early
transition years, the banking sector contintted to be dominated by state-owned institutions
which, on a massive scale, extended “soft loans” to loss-making state enterprises. These
misguided lending policies resulted in a surge in bad loans—around 75 percent of loans were
nonperforming by 1995—and widespread bank insolvency. The refinancing needs of
msolvent banks intensified in the second half of 1995, prompting the Bulgarian National
Bank (BNB) to provide large amounts of uncollateralized refinancing. A growing awareness
of widespread insolvency in the banking system and doubts about the ability of the
government to meet its debt service obligations weakened confidence in the currency. In the
first half of 1996, currency outside the banks declined by more than 20 percent in real terms
and lev deposits by more than 30 percent, respectively. Faced with bank runs, the BNB
continued to extend unsecured loans to ailing banks.

3. In the period May to December 1996, the BNB made several unsuccessful
attempts to restore confidence in the banking system and the currency. Successive
stabilization packages tried to address weaknesses in the banking sector, including through

! Prepared by Mark De Broeck and Yuri Kawakami.
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support for viable institutions, and to raise interest rates to positive levels in real terms. The
authorities were, however, unable to implement the policies as envisaged, the external
financial position remained under pressure as foreign financing did not resume, and the
depreciation of the currency accelerated. Following the resignation of the government in
December 1996, a full-blown financial and exchange rate crisis erupted, underscoring the
need for a fundamental shift in policy.

4. The new macroeconomic stabilization program, centered on a CBA, restricted
the financial relations between the BNB and the banking system. Under the CBA, the
BNB was reorganized into two principal financial departments. The Issue Department (or
currency board) holds all the BNB’s monetary liabilities—to be covered at all times by
foreign exchange assets and gold—and the deposit of the Banking Department, which
enables the latter to function as a lender of last resort. The non-monetary liabilitics of the
BNB on behalf of the government were restructured, while the BNB ceased open-market
operations and eliminated the repurchase facility. The conversion rate for the peg—Ileva
1,000 per DM—was set at a level that reconciled the objectives of preserving Bulgaria’s
external competitiveness while more than fully covering the CBA’s monetary liabilities. At
the selected rate, the excess cover—corresponding to the size of the deposit of the Banking
Department with the Issue Department—was made available to support the banking system,
under strict conditions (credit can be extended in case of systemic threat, but only to solvent
banks experiencing illiquidity and against high grade collateral for a maximum of three
moenths). These resources amounted to somewhat more than US$300 million, covering
somewhat less than 20 percent of total deposits (including foreign exchange-denominated
accounts), but around half of the lev-denominated deposits and all of the deposits at the State
Savings Bank, which was formerly the monopoly in household deposit taking.

5. The introduction of the CBA in July 1997 resulted in a rapid return in
confidence and initial remonetization. In the second half of 1997, interest rates fell back to
low levels in nominal terms and turned positive again in real terms, credit to the non-
government sector began to recover, and real money aggregates rebounded significantly. As
a result of the rapid remonetization, the increase in the resources available to support the
banking system—the excess cover at the [ssue Department—could not keep pace with that in
total deposits. The cover ratio was brought back to its initial level in September 1998,
following the retention by the BNB of an IMF purchase and the accrual of net income at the
BNB. The improvement in monetary conditions also allowed the BNB to ease access to
reserve holdings. In April 1998, banks were given access to 100 percent of required reserves
on any given day, up from 15 percent when the CBA was established.

6. Following the initial remonetization, monetary and credit expansion continued
in 1998-99, but at a slower pace. As a pickup in real activity and continued low inflation
boosted money demand, broad money rose by 8.5 percent in real terms in 1998, mainly on
account of an increase in currency in circulation. It grew by a more moderate 4.9 percent
in 1999 owing to a sizable increase in lev-denominated time and savings deposits. Credit to
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the non-government sector picked up modestly in this two-year period, by a combined

7.3 percent in real terms. However, this increase masked divergent developments. Net claims
on nonfinancial state enterprises declined sharply, in part owing to the privatization of some
enterprises. As banks redirected new lending to privatized and new private sector enterprises,
claims on such enterprises showed steady growth in both years. Claims on the household
sector, finally, grew very rapidly in 1998 as a result of a robust expansion in lending
activities by the State Savings Bank, but increased only modestly the following year. A better
management of disposable funds allowed banks to lower the level of excess reserves.
Reflecting the still conservative lending policies, however, the reserves-to-deposit ratio
remained well in excess of the minimum required 11 percent, at around 15 percent.

7. Money and credit growth accelerated considerably in 2001 from moderate levels
in 2000, but hovered during the first half of 2002. M2 increased in real terms by more than
5 percent in 2000, having lev currency as the fastest growing component, a sign of a waxing
confidence in the domestic currency. In 2001, M2 increased by more than 28 percent in real
terms, and the growth in foreign currency deposits far cutpaced that of lev money, largely
reflecting the one-off effect of the deposit of cash holdings of former EMU currencies in the
banking system. With this effect having run its course, and in line with usual seasonal
patterns, monetary aggregates were broadly unchangea in real terms in the first half of 2002
relative to end-2001 levels. On the banking sector’s asset side, claims on private sector
enterprises and households in real terms increased only marginally in 2000, as the additional
resources freed by the reduction in the minimum reserve requirement from 11 to 8 percent in
July 2000 were mainly channeled into additional placements abroad. Credit growth was,
however, very robust in 2001 as claims on enterprises and household in real terms increased
by more than 15 percent and more than 38 percent, respectively, with the solid growth rate in
part still reflecting the low base. The recent credit expansion was supported both by banks’
increased focus on retail banking, a historically underdeveloped market segment, and by the
strong deposit growth on the funding side and the fall in interest rates on alternative
placements abroad. In part as a result of the slowdown in deposit growth, credit growth eased
in the first half of 2002, but there continues to be an underlying trend of a steady expansion
in credit to private sector enterprises and households.

B. Structure and ownership

g. The banking sector remains small relative to the size of the Bulgarian economy
but dominates the rest of the financial sector. At the end of March 2002, the assets of the
35 hcensed banks amounted to close to 40 percent of projected 2002 GDP, lending to the
private sector to 12 percent of GDP, and deposits from non-finanecial institutions to

27 percent of GDP. These ratios are low by the standards of the other EU accession
countries, but not out of line with those in other transition countries at a comparable stage of
the transition. Moreover, banks are well developed relative to the other segments of the
financial sector (agricultural credit unions, securities firms, finance companies, general and
life insurance companies, pension funds, and other nonbank financial institutions) and
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account for more than 90 percent of the assets of the financial sector as a whole (Table 1).
With only a fraction of the 35 banks serving domestic companies and the general public,
there is no indication that the number of such banks is excessive relative to the population
size.

9. In recent years, Bulgaria has made major progress selling state-owned banks to
foreign strategic investors. Since the closure of 15 banks in 1996, the total number of
banks, at around 335, has been stable. Foreign ownership, however, has increased
dramatically. In the immediate aftermath of the crisis, state-owned banks still dominated the
sector, holding more than 80 percent of total bank assets. By end-1997, the share of state-
owned banks in total bank assets had fallen to about two-thirds, while that of foreign-owned
banks had risen to about 15 percent.’ A series of privatizations to foreign investors in 1998-
2000—including the sale of the country’s largest financial institution, Bulbank—reduced the
share of state-owned banks in total bank assets to less than 20 percent and raised that of
foreign-owned banks to close to 80 percent.® The privatization of Biochim Bank, expected to
be completed by end-July 2002, will result in the transfer of another 5 percent of bank assets
from the state sector to foreign investors. Following this transaction, out of 35 commercial
banks, 26 will be subsidiaries or branches of foreign banks, 6 domestic private banks, 2
domestic state-owned banks, and 1 a municipally owned bank (Table 2).”

10. The structure of bank assets changed substantially in response to the crisis.’®
Banks responded to the crisis by cutting down on domestic lending while sharply increasing
the placements with major banks abroad (Table 3). The share of claims on banks and other
financial institutions, the majority of which are deposits in foreign banks abroad, by end-
1997 had nisen to above 30 percent of total assets, twice its pre-crisis level, and in

March 2002 still amounted to 33 percent. Because of this shift to low-risk and liquid assets,
the share of loans and advances to non-financial institutions dropped from around 40 percent
at end-1995 to 15 percent at end-1997, but has since rebounded, reaching 34 percent in
March 2002. As a result of the sharp reduction in the supply of new government securities

? Although the insolvent banks ceased operations in 1996, it took until March 1998 before all
closed banks were declared bankrupt.

’ Stephan Barisitz, “The Development of the Romanian and Bulgarian Banking Sectors
since 1990,” Focus on Transition, 1/2001, pp. 79-118.

* However, in some banks, direct shareholders are established in off-shore centers, and no
further information is available on the ultimate indirect shareholders or beneficial owners.

* The privatization of DSK Bank (the former State Savings Bank) is being prepared.

® For a more detailed discussion with a historical perspective, see Jeffrey Miller and Stefan
Petranov, “The Financial System in the Bulgarian Economy,” Bulgarian National Bank
Discussion Paper DP/19/2001, December 2001.
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associated with the shift to a tight fiscal policy, the ratio of such securities to total bank assets
has fallen to about half the pre-crisis level. The share of vault cash and balances in current
accounts with the BNB has remained relatively high at close to 10 percent of total bank
assets and has changed little in recent years, as Bulgaria’s econonly continues to be largely
cash-based.

11. Underlying the overall rebound in lending activity, there has been a profound
change in the composition of the lending portfolio. As a result of both the privatization
process and banks’ more conservative approach toward lending to loss-making enterprises,
the proportion of claims on nonfinancial public enterprises in the lending portfolio dropped
from more than 45 percent at end-1995 to less than 4 percent in March 2002, In the same
period, the share of private sector enterprises in total bank lending rose from around

50 percent to more than 75 percent and—reflecting intensifying competition in such retail
market segments as consumer credit and residential mortgages—that of households rose from
less than 2 percent to around 20 percent. In spite of this increase in the proportion of claims
on private sector enterprises and households, in real terms, these claims in March 2002 were
still almost 30 percent below their end-1995 level.”

12. The structure of labilities has undergone major changes as well. The level of
interbank deposits fell from more than 25 percent of total liabilities and capital at end-1995
to less than 10 percent at end-1997, as refinancing by the BNB was eliminated by the
introduction of the CBA. Interbank deposits fell further to less than 7 percent of total
liabilities in March 2002. The share of deposits from nonfinancial institutions in total
liabilities, on the other hand, rose from around 53 percent at end-1995 to around 62 percent at
end-1997 and further to around 71 percent in March 2002. The maturity structure of these
deposits significantly shortened in the wake of the crisis, with the share of savings and time
deposits falling from more than 80 percent before the crisis to around 57 percent at end-1997,
and the share of demand deposits rising to the same extent. Marking a gradual retum of
confidence in the banking system, the proportion of time and savings deposits partially
rebounded to 69 percent in March 2002. The contractual maturity of total deposits remains
short, however, with over 90 percent of deposits bearing a maturity of less than one year.®®

7 For an analysis of the factors impeding the expansion of lending to the private sector, see
Tarhan Feyzioglu and Gaston Gelos, “Why is Private Sector Credit so Low in Bulgaria?”
IMF Staff Country Report 00/54, April 2000 (Washington: International Monetary Fund).

¥ The actual maturity is longer as 70-75 percent of deposits are stable.

? The decline in the share of time and savings deposits in the wake of the crisis has been
driven mainly by the weakening of household confidence in the banking sector. This lack of

confidence 1s also reflected in the fact that in 2000 only 27 percent of Bulgarian households
(continued)
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13.  Alarge fraction of bank assets and liabilities continues to be denominated in
foreign exchange,'® with some further increase in the household deposit segment

since 1997. In part as a result of valuation effects following the sharp depreciation of the lev,
the share of foreign currency-denominated assets increased from less than 40 percent of total
assets before the crisis to close to 60 percent of assets at end-1997 and has remained around
that level since. The currency composition of major asset categories has also been broadly
stable in recent years, with around 95 percent of claims on financial institutions, 75 percent
of the securities portfolio, and 35 percent of loans being denominated in foreign currency,
respectively.'' Altogether, in March 2002, short-term foreign currency deposits in banks
abroad still accounted for more than 30 percent of bank assets. On the liabilities side, the
share of foreign exchange deposits rose from around 45 percent at end-1995 to around

60 percent at end-1997, with little change thereafter. This overall evolution masks, however,
significant differences among depositors. While the share of foreign exchange in deposits
attracted from other financial institutions has gradually decreased since 1997, that in
household deposits has picked up from 53 percent in 1997 to 59 percent in March 2002, in
part as interest rates on lev demand deposits continued to be lower than those on euro and
U.S.-dollar deposits.

14.  Concentration in the banking sector remains moderately high, but competition
in the bank credit market is on the rise. Concentration—measured by such indicators as
the Herfindahl-Hirschman Index or the aggregate share of the three largest banks—is not out
of line with that in comparable transition countries.'? Concentration rose in the wake of

the 199697 crisis as a number of insolvent banks were closed. With respect to total assets
and loans to non-financial institutions, the indicators show a reversal in more recent years.
The share of the three largest banks in total assets declined from around 55 percent at end-
1997 to around 45 percent in March 2002." In part reflecting the erosion of the dominant

had bank accounts, 10 percent time deposit accounts and 11 percent saving deposit accounts,
respectively; see Jeffrey Miller and Stefan Petranov, o.c.

'% While the BNB collects detailed information on the foreign currency structure of assets
and liabilities, it has yet to collect information on the foreign currency structure of deposits
and loans by the type of currencies. New reporting forms with each balance sheet item and
each income and expense item presented by foreign currency, including the type of currency,
have been developed and are expected to be used from 2003.

"" While around half of all bank loans to private enterprises are expressed in foreign
exchange, only a very small fraction of loans to households is (4 percent in March 2002).

12 John P. Bonin, “Financial Intermediation in Southeast Europe: Banking on the Balkans,”
October 2001 (Vienna: Vienna Institute for International Economic Studies).

I3 These three banks are Bulbank, the former State Foreign Trade Bank, United Bulgarian
Bank, and DSK Bank, the former State Savings Bank.
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position of DSK Bank in the credit market as a result of the penctration by foreign
subsidiaries and branches, the combined share of the top three banks in loans to non-financial
institutions in the same period fell from more than 45 percent to less than 34 percent. In the
market for primary deposits, however, concentration has remained broadly stable since 1997,
with the three largest banks consistently accounting for more than 50 percent of such deposits
owing to their dominant branch network. Continuing to reflect the pattern of specialization
under central planning, Bulbank and DSK Bank maintain the largest share of foreign
exchange deposits and lev deposits, respectively.

C. Performance

15. Bulgarian commercial banks are highly capitalized and liquid, and have low
sensitivity to interest rate and exchange rate risks. This low sensitivity reflects the limited
mismatch in their portfolio as most assets and deposits have very short maturities with
floating interest rates, while the net open foreign exchange position is marginal owing to a
strict regulation on the position. The overall sound condition of the banking system 1s
attributable to (i) conservative lending policies on the part of commercial banks, (ii) limited
opportunities for domestic lending, (iii) tight prudential regulations and supervision, and (iv)
the strong discipline imposed by the CBA, which limits central bank liquidity support to
solvent but illiquid banks in a situation of systemic risk.

Capitalization

16.  The level of capitalization of the banking system has gradually declined since
end-1998, but remains relatively high compared with the minimum requirement as well
as by international standards. Bank capital was restored through the removal of unviable
banks from the system, an implicit recapitalization of the remaining banks with capital gains
on foreign currency assets, the introduction of the capital adequacy regulation in July 1997
and the shift to a much more cautious lending behavior induced largely by the infroduction of
strict loan classification and provisioning regulations. '* The average capital adequacy ratio
(CAR) excluding branches of foreign banks rose to more than 40 percent at end-1998. As
banks have begun to cautiously expand lending again, the average CAR fell back to 29
percent in March 2002 (Tablc 4), although it is still much higher than the minimum CAR of
12 percent. ' The decline was most pronounced for the group of largest banks (group 1) and

' The capital adequacy regulation issued on July 15, 1997 established a risked-based
measure of required minimum capital in line with the Basle Committee recommendations.
The minimum CAR was gradually phased in to reach 12 percent by end-1999.

1 As discussed below, the CARs are boosted by the high proportion of zero percent risk-
weighted assets such as government securities and low risk-weighted assets such as
placements with banks abroad.
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for subsidiaries of foreign banks, with the CAR of domestic banks hovering between 20—

25 percent during 1999-early 2002."° The on average relatively high CAR levels suggest that
banks can still considerably expand lending and take on additional risk without having to
raise capital, thereby achicving a better risk/return tradeoff on their invested funds. However,
some medium-sized banks have a CAR closer to the 12 percent minimum requirement, while
some small banks have a capital base that could be insufficient in case major risks were to
materialize.

Asset quality

17.  The asset quality of the banking system has significantly improved following

the 1996-97 banking crisis. The gross nonperforming exposure ratio (defined as watch,
substandard, doubtful, and loss)—which includes not only domestic loans but also deposits in
foreign banks in the denominator and numerator of the ratio—fell from more than 40 percent
at end-1996 to 17 percent at end-1997, as a result of substantial write-offs and restructuring
of bad leans. The gross nonperforming exposure ratio fell further to 6 percent in March 2002
of which 5 percent was provisioned (Table 5). As banks have continued to make provisions,
the exposure ratio net of provisioning stoed at around 1 percent in March 2002, Asset quality
differs substantially from group to group. The ratio is very low in Group 1, in part because
the largest bank, Bulbank, has a high proportion of its assets invested in foreign deposits,
which are classified as standard. ITowever, the total nonperforming exposure ratios for
medium-size banks in groups 3 and 4 remain quite high, on the order of 15 percent. The
nonperforming exposure rattos should be interpreted with caution in view of the inclusion of
low-risk deposits in foreign banks among the assets. Not taking into account these deposits,
the gross nonperforming loan ratio would be 13 percent and the net nenperforming loan ratio
6 percent, respectively, in March 2002.

Earnings

i8. Banking sector profitability remains adequate. Bank profitability was boosted

in 1997 by one-off foreign exchange revaluation gains stemming from the sharp lev
depreciation, but deteriorated m 1998-99 under the impact of the Russian financial crisis and
the Kosovo conflict (Table 6). Profitability, as measured by the return on equity, rebounded
in 200001 as banks raised net interest income by expanding lending activity while
maintaining wide interest rate spreads. Following the introduction of the CBA and the tight
regulation on net open foreign exchange position, banks have come to rely less on earnings
from foreign exchange open positions and trading. The contribution from fces and
commissions also remains low, in part because of the limited range of services offered.

'® The Banking Supervision Department categorizes banks into five groups according to asset
totals: Group I: > BGN 800 million (3 banks); Group 2: > 300, <800 million (6 banks);
Group 3: > 100, <300 million (6 banks); Group 4: < 100 million (12 banks); Group 5: all
branches of foreign banks.
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Profitability has been dampened by operating expenses which, in spite of low wage costs,
remain high relative to both total operating income and assets.

Liquidity

19. Bank liquidity is high, although it is gradually declining.'”. The ratio of total
marketable assets over total assets fell from 59 percent at end-1999 to 48 percent in

March 2002, in line with the increase in lending activitics.'® As banks continue to invest an
important fraction of their assets in liquid foreign currency assets abroad, the current level of
the ratio 1s still high by international standards. The ratio of marketable assets to attracted
funds has also come down, from 76 percent at end-1999 to 59 percent in March 2002, as a
result of increased lending activity, but with a depositor base that is largely stable, this
development does not raise immediate concerns.

D. Stress Tests
Summary of results

290. Stress tests show that the Buigarian banking system as a whole is resilient to
substantial shocks. Table 7 summarizes the results of the tests in terms of the impact of the
hypothetical shocks on the capital position of the banks. The tests were conducted on
banking sector data from March 2002, and assess how adverse changes in the quality of
domestic loans, foreign exchange rates, and interest rates would affect the capital position of
27 banks (7 branches of foreign banks were excluded from the stress tests as they are not
subject to the capital adequacy regulations).'” The impact of hypothetical shocks on the
capital adequacy ratio (CAR) of each bank is estimated, and the individual results aggregated
for (1) four groups of banks categorized by the BNB on the basis of asset volume, (ii) two
groups of banks categorized by ownership (subsidiaries of foreign banks and domestic
banks), and (iii) the entire system excluding branches of foreign banks. The results show a
high degree of resilience of the Bulgarian banking system as a whole and of the various
groups. Under the stress tests on credit risks, exchange rate risks, and interest rate risks
separately, the CAR across groups as well as of the system remains well above the minimum
required 12 percent. Even under the worst-case scenario, which combines adverse
developments on all three fronts, the system-wide CAR remains as high as 19 percent,

' Branches and subsidiaries of foreign banks have a much lower liquidity ratio than other
banks, as they are normally able to liquidate deposits placed in their head offices and parent
banks, in case of need.

'® Marketable assets include cash, noninterest-bearing deposits, interest-bearing deposits with
banks, and Bulgarian treasury bills and bonds, minus all interest-bearing deposits with banks
classified as watch or worse and all assets pledged to third parties.

' 1t also excludes the new bank which started to operate in October 2001.
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although this implies a reduction of the CAR to nearly two thirds of its level before the
shocks.

21.  The strong resilience of the Bulgarian banking system mirrors the prevailing
strong risk averseness of the system, and is accounted for by three main factors: (i) the
high initial CAR percent, which reflects banks’ preference to deposit a large proportion of
their assets in reputable foreign banks, (ii) the low currency mismatch partly due to the tight
regulation on net open foreign exchange positions, and (iii) the low interest rate mismatch as
a result of short maturities on both sides of the balance sheet.

Credit risks

22, The credit risk stress tests are conducted under two scenario. The first scenario
envisages an acceleration in domestic lending, with banks assumed to increase domestic
lending by shifting half of their deposits in foreign banks to domestic loans. Under the
assumption that the ratio and distribution of nonperforming to total domestic loans is
unchanged, this switch results in an increase in the overall level of non-performing loans
(NPLs). The second scenario envisages a deterioration in the asset quality of outstanding
domestic loans in response to adverse macroeconomic developments that affect the
repayment ability of borrowers. This deterioration is reflected in a migration in NPLs to the
next worst category. No quantitative value is attached to these shocks.

23. Both shocks result in an increase in NPLs, higher specific provisions, less
income, and subsequently less capital. Overall, however, the Bulgarian banking system
proves to be highly resilient to credit risks. Under the first scenario, the CAR of the system
drops by 3 percentage points to 26 percent. There 1s little difference among the four groups
of banks classified by asset volume in the extent to which their CARs are affected by the first
shock. An acceleration in domestic lending has, however, a larger negative impact on the
subsidiaries of foreign banks than on the domestic banks. Under the sccond scenario, the
CAR of the system decreases by 2 percentage points to 27 percent. The stress is more
strongly felt by the smaller banks, reflecting their higher NPL ratios prior to the shocks.

Exchange rate risks

24. The test assumes a 30 percent depreciation of the Lev vis-a-vis the U.S. dollar

and estimates the losses/gains in the net open foreign exchange ?ositions following the
depreciation, and the subsequent reduction/increase in capital, *° Commercial banks in
Bulgaria are hardly exposed to direct foreign exchange risks. The banking system is able to

*Y Exchange rate shocks were applied to net open foreign exchange positions other than Euro
positions.
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absorb this pronounced depreciation without a change in the system-wide CAR.%' The CAR
is negatively affected in only Group 1 and 4 banks, but only marginally so. The resistance of
the system to exchange rate risks is underpinned by (i) the public confidence in and the
authorities’ commitment to the CBA, (i1) the strict open foreign exchange position
regulations, and (iii} the preference on the part of commercial banks to place funds attracted
in foreign currencies as U.S. dollar or Euro—denominated deposits in foreign banks abroad.

Interest rate risks

25. The stress tests on interest rate risks use the repricing gap model, which
estimates losses/gains on the annual net interest income in each maturity bucket by
subtracting interests paid on liabilitics from interests earned on assets.” Applying a

50 percentage points increase in Lev rates to interest rate sensitive Lev-denominated assets
and liabilities, the system-wide CAR falls by only 2 percentage points over a 6 month period,
a reduction that is easily absorbable by the high level of capital. This strong resilience to
interest rate risks is accounted for by the short maturities of both assets and liabilities, which
result in a limited interest rate mismatch. In addition, the dominance of floating interest rates
enables banks to make rapid adjustments in response to any significant Lev-rate increase.

Worst-case scenario

26. The stress tests on credit risks, foreign exchange rate risks, and interest rate
risks can be combined into a worst-case scenario, in which the three shocks occur
simultanecusly and the size of the credit and interest rate shocks is magnified (the
migration of NPLs to the next worst category intensifies, and the Lev interest rates increase
by 100 percentage points). Under these combined adverse effects, the system-wide CAR falls
by 10 percentage points to 19 percent, still remaining well above the 12 percent minimum
requirement. While the system would thus remain solvent even in the face of the large
combined shock, a third of the tested banks, mainly of Groups 2 and 3 banks, would require
considerable recapitalization. The total capital shortfall under this worst case scenatio would,
however. be limited to less than 1 percent of 2002 GDP.

*! Indirect exchange rate risks resulting from lending in foreign exchange to non-foreign
exchange earners are not covered by the stress tests on exchange rate risks but by those on

credit risks.

2 While the repricing gap model provides information on the maturity mismatches in the
portfolio by estimating the effect of an interest rate change on the income position, it does
not assume any effect of the changes in the market value of assets, thus effectively valuing
assets and liabilities at book value.
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E. Comparison with Bank Intermediation and Performance in Central and
Eastern European Countries

27.  Bank intermediation in Bulgaria is relatively low by the standards of other
central and eastern European (CEE) transition countries (Table 8). With the exception of
Romania, monetization, as measured by the M2-to-GDP ratio, is below that in other CEE
countries. Domestic credit in percent of GDP (18 percent) falls short even more of the ratios
in the Slovak Republic (63 percent), the Czech Republic, Hungary, and Slovenia (around

50 percent each), and Poland (38 percent). Bulgaria also scores relatively low in terms of the
size of the spread between deposit and lending rates and the EBRD index of progress in
banking sector reform. Also, measured in terms of net loans in percent of total assets,
Bulgarian banks scored the lowest ratio (23 percent) less than half of those in Hungary,
Poland, and Slovenia (48-33 percent) (Table 9). The relatively low level of intermediation in
Bulgaria in part reflects the fact that the country’s transition overall is still lagging that of the
comparator countries other than Romania. The differences in the scale and quality of
intermediation can be expected to narrow once the transition process is completed and EU
membership gained.

28.  However, as a partially related phenomenon, banks in Bulgaria are very well
capitalizet;l,z"L relatively well provisioned against losses, quite profitable, and highly
liquid compared to peer banks in CEE countries. But, over the longer term, the high
levels of capital and liquidity could be associated with relatively low profitability.

20.  With regards to asset quality, banks in the Czech Republic and the Slovak Republic
had the highest loan loss provisioning ratio (11 percent of total loans), followed by those n
Bulgaria and Romania (7 percent) and Hungary, Poland and Slovenia (35 percent)

30. Bulgarian banks received the highest return on average assets (ROAA) at

2.9 percent and the second highest return on average equity (ROAE) at 15.5 percent
Bulgarian banks were also characterized by their high liquidity . Liquid assets in percent of
customer and short-term funding were at 84 percent in Bulgaria, much higher than those in

2 This number (23 percent) is provided by Bankscope, which covers only 20 banks with a
relatively high exposure in deposits in foreign banks.

24 Banks in Bulgaria have the highest capital adequacy among the comparator CEE countries.
The ratio of equity in percent of total assets was 20 percent in 2000 in Bulgaria, followed by
those in Romania (18 percent), Slovenia and Poland (10-11 percent), and the Czech
Republic, Slovak Republic, and Hungary (6—8 percent).

> A straightforward comparison of nonperforming loan ratio, could be misleading, owing to
different definitions across countries.
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the Czech Republic, Romania, and the Slovak Republic (38-51 percent), and Hungary,
Poland, and Slovenia (7-25 percent).

F. Concluding Remarks

31. A transformed and healthier banking sector has emerged from the 1996-97
financial crisis. A shift in policies and measures to close insolvent banks and tighten
regulation and supervision in the context of the CBA have successfully addressed the
weaknesses that were at the root of the crisis. An ongoing process of consolidation,
privatization involving foreign participation, and restructuring has helped to further improve
banking sector soundness. The sector is currently generally well regulated and supervised,
enjoys high capital adequacy and liquidity, has reduced considerably the scale of impaired
lending, does not face major vulnerabilities associated with foreign currency and interest
exposure, and is fairly profitable.

32.  The level and key features of the bank intermediation process continue to reflect
the legacy of the financial crisis. As their confidence in the banking sector has not yet been
fully restored, households continue to maintain large cash holdings in both leva and foreign
currency outside the sector and, when depositing, have a preference for instruments with
short-term1 maturities and a foreign currency denomination. Banks only partially channel the
attracted savings to borrowers as they keep in place conservative lending strategies. Low-risk
deposits in foreign financial institutions still account for around one third of bank assets,
about the same proportion as that of loans to domestic houscholds and enterprises. In
addition to the memory of the crisis, conservative lending strategies reflect such factors as
limited capacity for credit risk assessment and weaknesses in the provision of corporate
information and the enforcement of claims.

33. The banking sector is now facing the key challenge of moving beyond the phase
of post-crisis return to soundness and caution and of embarking on a path of steady
expansion in intermediation while avoiding an undue increase in risk. With an expansion
in economic activity, intensifying competition and cost pressure on margins, banks have
begun to reassess their earning strategies and increase lending to enterprises and households.
The higher risk in banks’ portfolios associated with more lending will require an upgrade in
the capacity to manage and monitor risk exposure on behalf of both banks and bank
supervisors. The needed adjustments may be particularly challenging for some smaller banks
which are operating with low profitability. More generally, measures to enhance risk
management and monitoring need to be accompanied by steps to strengthen the legal and
institutional arrangements covering credit rights and insolvency, financial transparency, and
corporate governance.
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Table 1. Bulgaria: Structure of Financial Sector as of March 2002

Number of Assets

In millions In percent of  In percent

Institutions of leva total assets of GDP 1/
Banks 35 12,707 100 38.6
Foreign-owned banks 25 9,411 74 28.6
Subsidiaries 18 8,406 66 25.5
Branches 7 1,005 8 3.0
Domestic 10 3,296 26 10.0
Private banks 0 787 6 2.4
Public banks 4 2,509 20 1.6

Sources: Bulgarian National Bank and IMF staff estimates.

1/ Projected 2002 GDP

Table 2. Bulgaria: Structure and Ownership of Commercial Banks, March 2002

Total Private State-owned
Foreign Domestic
Subsidiaries  Branches
Total number of banks 35 18 7 6 4
(In percent of total}

Assets 100 60 8 [ 20
Of which . the three largest banks 46 33 13
Deposits 100 66 7 5 22
Of which: the three largest banks 48 34 14
Capital and reserves 100 75 2 7 6
Of which : the three largest banks 49 40 9

Source; Bulgarian National Bank.
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Table 3. Bulgaria: Aggregate Balance Sheet of Commercial Banks, 1998-March 2002

(In percent of total, unless otherwise indicated; end of period)

1999 2000 2001 2002
Mur.
Claims on Banks/NonBankFTs in [oreign currency 1/ 31 38 3] 32
Loans and advances to NonFT's in leva 14 20 21 21
Of which: private enterprises 12 14 14 14
individuals and households ) 6 7 7
Loans and advances to NonF['s in foreign currency 10 11 13 13
Of which : public enterprises 2 1 1 0
privale cnlerprises 3 10 12 13
Others 40 31 35 34
Total assels 100 100 100 100
Deposits by FIs in leva 2 3 3 3
Deposits by Fls in foreign currency 5 4 4 4
Deposits by NonFls in leva 31 28 30 29
Deposits by NonFls in foreign currency 35 35 41 42
Equily capital L1 11 10 10
Reserve 5 4 4 4
Others 11 13 8 8
Total Liabilitics 160 100 100 100
Memorandum item:
Total assets (in millions of BGN) 8,113 9.772 12,218 12,707

Source: Bulgarian National Bank,
1/ Deposis i foreign banks abroad; FT stands for Financial Institutions

Table 4, Bulgaria: Capital Adequacy Raties of Commercial Banks, 1999-March 2002 1/

(End of period; in percent, unless otherwise indicated)

1999 2000 2001 2002
Mur,
By group

Group 1 51 45 37 36
Group 2 28 27 23 21
Group 3 31 22 22 24
Group 4 65 50 47 52

By ownership
Subsidiaries of loreign banks 52 43 35 32
Domestic banks 28 25 24 23
Capital adequacy ratio (risk weighted) 43 38 3l 29

Memorandum item
Leverage ratio 2/ 16 15 i4 13
Sources: Bulganan National Bank and TMT stalT estimates,

1/ Data may differ from official BNB publication, as classitication in this table is hased on group and ownership

as ol December 2000 for comparative purpose. Data excludes branches of foreign branches in Group 5.

‘The classification reflects assets totals as of end-2000: Group [:> BGN 500 million {3 banks); Group 15:>300. <500 milion
(5 banks); Group IIT:>100,<300 million (6 banks); Group IV:<100 million (13 banks).
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Table 5. Bulgaria: Quality of Domestic Loans of Commercial Banks, 1999-March 2002

(End of period; in percent of total, unless otherwise indicated)

1999 2000 2001 2002
Mar.
Nonperfortning exposure ratio 1/ 14 8 7 6
Qf which: provisioned 10 7 5 5
Nonperforming loan ratio 2/ 29 17 14 13
Of which : provisioned 21 14 4 7
Nonperforming exposure ratio by group
Group 1 6 3 3 3
Group 2 32 15 9 7
Group 3 9 10 16 15
Group 4 18 20 18 14
Group 5 12 8 3 4
Sources: Bulgarian National Bank, and IMT staff estimates.
1/ Nonpertorming exposure or nonperforming loan is the total of assets or loans categorized in watch,
substandard, doubtful, and loss,
2/ Assumes all claims on financial institulions as being standard with no provisioning.
Table 6. Bulgaria: Income Statement of Commercial Banks, 1999-First Quarter of 2002
{Million Leva)
1999 2000 200t 2002
Q1
Interest Revenue 450.7 6009 686.8 1687
Interest Expenditore 129.8 186.5 211.7 50
Net Interest [ncome 3209 414.4 475.1 118.7
Frading lncome 1239 332 177.9 36.4
Fee and other Non-interest Income 170.8 190.3 206.7 518
Operating Expenses 3943 469 541.1 127.6
Loan Loss Provision 9.9 64.6 -90.6 8.7
Operating Profit 211.6 403.1 409.2 70.6
Extraordinary valuation gains 74.7 14.3 33.8 3.8
Pre-Tax Profit 286.3 417.4 443 744
Taxes 79.3 134.7 123.6 17.4
Net profit 207 282.7 319.4 7.6
Return on Assels (pereent) 25 29 2.6 2.2
Return on Equity (percent) 231 25.6 26.5 22.6

Source: Bulgarian Natonal Bank
1/ Annualized quarterly numbers.



Tablc 7. Bulgaria: Summary of Stress Tests Assumptions and Results, March 2002

(In percent)

Total  Group Group Group Group  Foreign  Domestic
1 2 3 4
CAR beforc shock 29 36 21 19 44 32 23
Exchange rate risks
30 percent lev depreciation 2/ CAR after depreciation 29 35 21 19 43 32 23
Changes from initial CAR 0 -1 0 -1 0 lj
Interest rate risks
An increase in lev rates by 50pp 3/ CAR after 6 months of 27 34 17 17 42 3t 18
shock
Changes from initial CAR 2 -2 -4 -2 0 -1 -5
Credit risks in domeslic lending
A shift in asset composition 4/ CAR after provisioning 26 33 19 17 41 29 21
Changes from initial CAR -3 -3 2 -2 -3 -3 -2
A migration of NPLs 5/ CAR after provisioning 27 34 19 17 41 30 20
Changes from initial CAR -2 -2 -2 -2 -3 -2 -3
Worst case scenario
30 percent lev depreciation, an increase in lev rates by CAR after combined i9 28 7 9 36 28 14
shocks
by 100pp, and a further intensification in migration of NPLs 6/ Changes from initial CAR -10 -8 -14 -10 -8 -4 -9

Sources; BNB and IMF staff estimates.

1/ Since the beginning of 2001, the BSD has catcgerized banks into five proups according to asset totals: Group 1: > BGN 800 million (3 banks); Group 2: > 300,
<800 million (6 banks); Group 3: > 100, <300 million (6 banks); Group 4: < 100 million. (13 barks); Group 5: all branches of foreign banks (7 banks). Data exclude

Group 5. Data may differ from those in Table 4 because classification of group in Table 4 was as of December 2000.

2/ Exchange rate shocks applied to net open foreign exchange position excluding Euro pesition.
3/ Based on the repricing-gap model. Shocks only applied to lev-denominated interesi-rate sensitive assets and liabilities.

4/ Main assumptions include: a) all deposils in foreign banks classified as standard with no specific provisioning; b} banks shift 50 percent of their deposits in

foreign banks to local loans; ¢) distribution of quality of domestic loans remain unchanged.

5/ Main assumptions include: a) 10 percent of guarantee and commitment called and classified as loss; b} no shift from deposits to bank lending; ¢) quality of

existing domestic foans deteriorates and all doubtful loans become loss, 50 percent of substandard loans becomes doubtful, 5 percent of watch loans becomes

substandard, and ! percent of standard loans become watch.

6/ The assumption on intensification of migration includes: 10 percent of watch loans become substandard, and 5 percent of standard loans become watch.

_Ig_



Table 8. Bulgaria: Financial Development in Central and Eastern Europcan Countries, 2001

Bulgaria Czech Hungary Poland Romania Slovak Slovenia
Republic Republic

Money M2 {percentage change) 26.1 6.0 15.8 8.7 46.2 7.8 304
Money M2 (in percent of GDP) 37.9 73.1 46.7 435 24.0 68.4 573
Domestic credit {percentage change) 17.5 16.0 6.2 53 31.5 0.5 16.9
Domestic credit (in percent of GDP) 18.5 50.1 50.0 377 124 63.2 49.5
Depostt rate (in percent per annum) 2.9 3.0 9.4 9.0 234 4.8 8.5
Lending rate (in percent per annum) 1.4 7.0 12.0 14.0 40.6 9.8 13.7
Number of banks 1/ 35 40 38 74 33 23 28

of which foreign owned 1/ 25 16 30 47 21 13
Asset share of state-owned banks (in percent) 1/ 19.8 28.2 8.6 24.0 50.0 49.1 42.2
Non-performing loans (in percent of total loans) 1/ 10.9 19.3 3.1 15.9 26.2 8.5
Domestic credit to private sector (in percent of GDP) 1/ 12.2 .. 236 18.8 .. 376 ..
EBRD index of banking sector reform 1/2/ 3.0 33 4.0 33 2.7 3.0 33
EBRD index of reform of non-banking financial institutions 1/2/ 2.0 3.0 3.7 3.7 2.0 23 2.7
Memorandum items:

Consumer prices (percent increase, end-year) 4.8 4.1 6.8 36 30.2 6.5 7.0

Population {millions) 8.1 10.3 10.0 38.7 223 54 2.0

Sources: EBRD, and IMF staff estimates
1/ 2000 data.

2/The index ranks from 1 to 4, which is the benchmark for a fully functioning market economy.

_Zg_
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Table 9. Bulgaria: Indicators of Banks in Central and Castern Furopean Countries in 2000

(In percent)

Bulgaria (Czech  Hungary Poland Romania Slovenia  Slovak
Republic Repulrlic

Number of banks covered for all items except for earnings indicators 16 14 24 28 9 17 9
Number of banks covered for earnings indicators 20 19 30 36 21 0 16
Capital adeguacy

Equity in percent of total assets 20 [ 8 1 18 10 7

Capital funds in percent of ligbilities 25 8 11 13 23 12 10
Asset quality

Loan Joss provisions in percent of total loans 7 11 3 5 7 3 11
Earnings

Return on average assets (ROAA) 1/ 29 0.3 1.6 Lo 0.9 1.2 L7

Return on average equity (ROAE} 2/ 15.5 6.1 11.7 10.5 5.5 1.7 238
Liquidily

Net loans in percent of customer and shott-term funding EIH 35 Gl 58 43 63 50

Liquid assets in percent of customer and short-term funding B4 38 7 25 49 16 3l
Memorandum itcms:

Net loans in percent of total assets 3/ 23 29 49 48 33 53 43

Met interest margin 3 3 4 4 2 3 3

Cost to ingome ratio 66 70 73 63 53 58 68

Sources: Bankscope, central banks in Central Eastern Furope, IMF and World Bank staff estimates.

I/ ROAA=net income/tolal average assets.
2/ ROAE=nzt income/total eguity

3/ Disercpancies with data in Table 3 are attributable to the fewer number of banks, which have higher proportion of assets deposited in foreign banks.
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IV. RECENT DEVELOPMENTS IN PUBLIC DEBT MANAGEMENT !

A. Introduction

1. The level and sustainability of public debt—often cited as a major constraint on
Bulgaria’s fiscal policy—is a function of the fiscal stance, and of non-debt creating financing
flows to the budget, such as privatization revenues. Public debt management supports fiscal
policy by ensuring that the government’s financing needs and its payment obligations are met
at the lowest possible cost over the medium term, subject to a prudent amount of nisk. The
case of Bulgaria illustrates the risks emanating from external debt in the context of a fixed
exchange rate regime, and how the active management of public debt can alleviate these
risks.

2. In this chapter we review Bulgaria’s debt management policy over the last year in this
light. The next three sections provide some background on the history of public debt, on the
specific implications of the currency board arrangement (CBA) for public debt management,
and on the policy prerogatives and legislative measures that are being put in place. Section V
then provides a more detailed analysis of the management of external and domestic debt over
the last year. Based on this, the concluding section VI charts some options and trade-offs for
the medium term,

B. The Context

3. Throughout its five year history under the currency board arrangement, Bulgaria’s
fiscal policy has been constrained by a large public debt burden that had been inherited from
previous governments. Following large sovereign borrowing under the communist regime in
the second half of the 1980s, total external debt amounted to US$10.2 billion in 1989,

In 1990, faced with growing debt service problems, the government declared a moratorium
on its principal and interest payments. Three years later, unpaid and accrued interest had led
to an increase in government foreign debt to US$13.8 billion, or 131 percent of GDP.

The 1994 commercial debt restructuring with London Club creditors resulted in the issuance
of USS$5.1 ;:Jillion in Brady Bonds, and the budget has been running sizable primary surpluses
since then.

4. At the end of May 2002, Brady bonds account for 40 percent of public external debt,
and hence explain the large share of floating rate, US dollar denominated debt. The large
share of Brady debt brings with it a number of risks, most importantly the currency mis-
match between debt service on the one hand, and most other public sector revenues and

! Prepared by Philippe Egoumé-Bossogo, Andrei Kirilenko, and Alexander Lehmann.

2 For more detail see A. Houben (1995): “Commercial Bank Debt Restructuring—The
Experience of Bulgaria,” IMF Paper on Policy Analysis and Assessment, PPAA/95/6.
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international reserves on the other. Also, Brady bonds contain a number of provisions
through which principal repayments increased sharply from 2001, and previously below-
market interest payments on the so-called Front Loaded Interest Reduction Bonds (FLIRBs)
are now tied to the LIBOR benchmark (Table 1). At the same time, Brady debt has a number
of positive features, among them the long maturity, the lag between changes in international
interest rates and the corresponding debt service, and partial hedging through the requirement
to hold collateral for principal and interest payments.

5. Between 1997 and 2001, the government reduced the public debt to GDP ratio in line
with economic growth and the limited public sector financing needs. A stated policy
objective was to preserve liquidity in the Fiscal Reserve Account (FRA) and, by implication,
to maintain confidence in the currency board arrangement.3 In addition, disputes with
individual private and public creditors were resolved, and in 2000 Bulgaria reached
agreement with Paris Club creditors on the possibility of swapping debt service obligations
for investment in infrastructure, environmental and social projects. Yet the volume of such
swaps has remained disappointingly low, at only £ 12 million. Given the high level of
international interest rates between 1998 and 2001, the government refrained from swapping
the floating rate Brady debt into fixed rate global bonds.

6. The relatively high stock of public debt has also impacted Bulgaria’s credit ratings,
which currently stands at BB- (Standard & Poors), following an upgrade in November 2001.
Upgrades by other rating agencies also confirm the good impression pradent fiscal policies
over recent years and the 2002 budget have made on the international investment community

(Figure 1).

7. By mid-2001 public debt amounted to about 70 percent of GDP, of which only about
8 percent (or 5.6 percent of GDP) was held by domestic residents. Public external debt
amounted to US$8.7 billion, or about 64 percent of GDP, sharply down from 84 percent of
GDP at the end of 1997 (Table 2). Among the foreign debt, the large share of floating rate
instruments (74 percent) and of U.S. dollar denominated debt {67 percent) still posed a
number of risks that the government has sought to reduce over the last year.

Table 1. Bulgaria: Projected External Debt Service of the Public Sector, 1999-2007
{In millions of 1.5 _dollars)

1999 2000 200 2002 2003 2004 2005 2006 2007

Tolal debi service of the cenlral government (ingl. [MF) 638 539 1102 799 T84 857 101& 1096 1437
Amartization al budgetary instilutions 205 241 LE) 487 379 378 516 615 988
afw Brady Bonds . 0 ) 16 84 136 161 186 186 261
o/w budgelary interesi payments on extemal debt, incl. IMF 433 398 457 312 405 479 499 482 448

Source: Ministry of Finance.

3 Over the last three years, announced floors on the FRA corresponded to one year’s of
upcoming public sector external debt service payments,



-56 -

Figure 1. Bulgaria: Ratings of Sovereign Long-Term Foreign Currency Debt
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Table 2. Bulgaria: Key Indicators of Bulgaria’s Public Debt, 1999-2002

Sep-01

Mar-(12

BB-

TR+

1999 2000 2001 2001 2002

Dec. Dec. Jun. Dec. May
Total Public Debt (in billion of leva) 20.6 20.6 21.8 20.8 19.5
in percent of GDP 86.7 77.1 69.7 70.1 63.4
domestic debt 12,5 6.7 5.6 6.3 6.2
foreign debt 74.2 70.5 64.1 63.9 572

Foreign Debt (in percent of total)

Share of US$ denominated debt 65.4 65.5 67.4 66.3 53.6
Share of Furo denominated debt 159 15.4 14.4 17.4 26.2
Share of floating interest rate debt 72.5 73.7 74.0 70.5 70.0
Average residual term to maturity (in years) 13.0 12.5 12.5 121 11.3

Source: Ministry of Finance.
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C. Public Debt Management in the Context of a Currency Board Regime

8. A key concern of macroeconomic policy is the sustainability of public debt — the
requirement that the present discounted value of current and future fiscal expenditures does
not exceed that of revenues net of current indebtedness. Given the absence of monetary
policy instruments in the context of the Bulgarian currency board arrangement, fiscal policy
is constrained by two principal tasks: first, to generate a stream of primary fiscal surpluses
sufficient to service—and reduce—the public debt burden, and, secondly, to contain
contingent fiscal liabilities through the process of structural reform. This indeed has been
government policy since the restructuring of external debt in 1994,

0. The role of public debt management is to reduce debt service costs, while containing
the various risks associated with external debt and future financing needs. Given the structure
of Bulgaria’s public debt, market risks emanate from variations in international interest and
exchange rates. Rollover risk is an equally important concern at a time when access to
international capital markets has only recently been established, and may prove elusive in the
future. The prerogative for Bulgarian public debt management is to meet the budget’s limited
financing needs. To reduce risk and debt service costs it avails itself of a wide range of
instruments, including hedging, and the restructuring of maturities, of currency
denominations, and of fixed and floating interest debit.

10.  Bulgaria’s CBA holds two implications for the currency denomination of public debt.
First, issuing foreign currency debt signals the authorities® commitment to the continuation of
the fixed parity. However, by enhancing private sector confidence in the CBA, public debt
management may reduce private sector incentives to properly manage currency risks, for
instance through hedging. Costs from private unhedged external liabilities may end up with
the public sector (the moral hazard problem). Even though Bulgarian private external debt is
still low, it should therefore be carefully monitored over the next few years. Second, as recent
currency crises have amply demonstrated, the presence of a large share of foreign currency
debt may set off dangerous and mutually-reinforcing dynamics between devaluation and
default. While this may not be an immediate concern—the financing needs of the public
sector are covered, and short term debt is low in relation to international reserves—over the
long term such risks require that the authorities implement the policies required to safeguard
the CBA. In addition, the presence of these risks makes it incumbent on Bulgarian debt
management to inform the policy debate regarding prudent public debt levels, and criteria for
the contracting and guaranteeing of public debt, and for limits on sub-national entities’
contracting external liabilities.

11, The Bulgarian currency board has been designed to avoid the transmission of periodic
public external debt service payments to the monetary base. The liabilities of the BNB to the
central government—the bulk of the Fiscal Reserve Account—are fully covered by
international reserves but are not part of the base money. The BNB already structures its
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international reserves in a way to meet the periodic liquidity needs of the public sector. While
this shelters the cconomy from monetary shocks due to large debt service payments, it also
dispenses with an adjustment mechanism that a traditional currency board arrangement
would imposc. Again, the onus is on fiscal policy to anticipate these financing needs and
provide fiscal flexibility to respond to them.

D. The Legislative Framework for Debt Management

12.  The new government began its tenure stating repeatedly that a more active debt
management would form part of its economic policy. The government’s economic program,
set out in October 2001, together with more recent statements by Ministry of Finance
officials essentially envisages four objectives for fiscal policy, and its supporting debt
management operations:

o areduction in the consolidated public debt to GDP ratio below 60 percent (consistent
with one of the Maastricht conditions for EMU membership);

e areduction of macroeconomic vulnerabilitics—in particular to exchange rates—
through an increase in the share of Buro-denominated debt, and of fixed interest rate
loans, resulting in better sovereign credit ratings;

e access to international capital markets, and maintaining it through the development of
a sovereign yicld curve in Euros and dollars in the expectation that this will facilitate
capital market access of the Bulgarian private sector;

s expansion of the domestic bond market, thereby reducing reliance on foreign
financing, and facilitating the development of domestic financial markets. In recent
statements, Ministry of Finance officials envisaged a tripling of the size of the
domestic bond market (currently about 6 percent of GDP). Listablishment of an
extended vield curve in domestic sovereign credit is typically regarded as a key factor
in support of expanding private domestic credit and in lengthening its maturity.

13. In support of these objectives, the government has revived efforts to adopt a
sovereign debt law, which has been under consideration since 1999. Such a law is needed to
clarify the responsibilitics for contracting external debt and to provide for transparency and
accountability vis-a-vis domestic institutions. Following comments from various parties,
including the Fund, a revised version has passed the first reading in Parliament, and final
adoption is expected in late July. The draft version imposes strict numerical limits on the
consolidated public debt as a ratio of GDP, curtails municipalities in contracting external
debt, and facilitates individual debt management operations of the government.

14. While this law will provide a much needed legal framework, the government also
seeks to formulatc an explicit debt management strategy (a previous version was adopted as
an internal government document in April 2000). Based on experience in other countries, a
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set of good practices for such documents has recently been summarized.* Typically,
projections for key variables—such as the share of certain currencies, or of floating interest
debt—and for the net issuance in foreign and domestic markets are tied to the medium term
macroeconomic framework. The debt strategy may thereby help to operationalize stated
policy objectives, enhance the transparency of government policy and avert sudden
adjustments in private sector expectations.

E. Recent Debt Management Operations

15. Recently the Bulgarian authorities have bought back their own Brady debt, floated a
five year Eurobond, and swapped nearly a third of their outstanding Brady Bonds. These
operations have been in line with an international trend towards swapping Brady Bonds for
new global bonds. Up to mid-2001 about US$40 billion of such bonds have been retired
internationally. On the one hand this reflects an attempt on the side of debtor countries to
divest of restructured instruments that appear to signal an inability to manage external
liabilities. Moreover, borrowers were increasingly aware of the costs of tying up collateral
required under Brady bond statutes, as well as stepped up interest payments and scheduled
amortization payments. International investors showed demand for new issues as a yield
differential opened up between Brady bonds and comparable instruments, in particular after
Ecuador’s default on Brady bonds in 1999. Moreover, through the collateral features Brady
bonds do not offer a pure exposure to sovereign debt, and a number of investment funds are
barred from holding such instruments entirely.’

16. Over the last two years the outstanding stock of Brady bonds held by non-residents
has declined by about US$220 million, most of which can be attributed to buybacks financed
out of the FRA. The velume of such transactions is of course limited by their potential effect
on secondary market prices. As for any sovereign debt, price is a probability-weighted
average of the discounted value of scheduled debt service, and a recovery value of collateral
in the case of default. Following the buyback the recovery value will be available for a
smaller stock of outstanding principal, and by consequence the secondary market price rises.
The market value of outstanding debt may hence decline by less than the cost of the buyback.
This so-called Bulow-Rogoff critique of buybacks of sovereign debt hinges on the
assumptions that market participants are fully informed about the identity of the buyer and
the amount of the impending transaction. Sovereign borrowers therefore typically only
engage 1n discrete transactions of small amounts, and at times when they hold an
informational advantage over market participants, or when their debt is affected by unrelated
events, such as financial contagion. Nevertheless, effectiveness and importance of buybacks

* Guidelines for Public Debt Management (SM/01/27).

51 Nystedt, K. Srinivasan, and M. Buchanan: Retiring Bradys: Why, How, and When? IMF
Working Paper in processing.
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as a tool of public debt management will remain limited. Also, buybacks raise important
concerns about transparency vis-a-vis domestic institutions regarding the use of public funds.

17. Following the government’s buyback operations, Bulgaria’s debut Eurobond in
November 2001 not only replenished reserves, but also created a first sovereign benchmark
yield. The issue of € 250 million (with a 7.25 percent coupon, maturing in March 2007) was
five times oversubscribed, and eventually priced at 376bp over the benchmark yield,
tightening further in subsequent trading. The issued bonds were distributed to accounts in
Germany (32 percent), the UK (18 percent) and Italy (11 percent). Strong liquidity in
Bulgaria itself allowed the domestic bid to take up 10 percent of the deal. Asset managers
accounted for 45 percent of the allocation, with banks taking 30 percent, retail

investors 20 percent and insurance companies 5 percent. According to market commentary,
the issue attracted substantial demand from institutional investors seeking to invest their
funds in sovereign emerging markets credit—and especially in the rare EU convergence
asscts—that was not linked to Argentina. Moreover, the new government was given credit
for its prudent fiscal and financial policies, reaffirmed by a Standard & Poor’s credit upgrade
a week before the issuance. The timing of the issue was also helped by rate cuts of the
European Central Bank and the Federal Reserve.

18. A second important transaction followed with the debt swap in March 2002.
US$1326 million of Brady bonds, or 28 percent of the total outstanding stock was exchanged
for new global bonds (US$512 million with a 8.25 percent coupon, maturing in 2015, and

€ 835 million with a 7.5 percent coupon maturing in 2013). Just under half of the Euro-
dencminated bond was used to raise cash for a straight buyback of outstanding Brady bonds.
In this way, the Bulgarian authorities managed to change the investor base towards more
stable European retail investors, and also established two more benchmarks on their
sovereign dollar and Euro yield curves.

19.  This transaction has moved Bulgaria some way further towards the achievement of its
debt management objectives. The face value of the outstanding debt stock was reduced (by
US$79 million), total debt service over the remaining life of the bonded debt has been
lowered by US$90 million (a US$75 million NPV gain), and US$200 million collateral have
been released. By swapping the amortizing Brady bonds (interest arrears bonds, IABs, and
FLIRBs), the average duration of the portfolio was increased from 5.5 to 5.9 years, and the
yield reduced from 9 to 8.8 percent. By reducing the shares of dollar-denominated and of
floating-interest debt the vulnerabilities to changes in external parameters have been
addressed. While debt amortization payments have been substantially reduced over the next
years, these gains came at the cost of increasing the interest costs to the budget over the next
five years by about US$104 million, and of a substantial concentration of repayment
obligations in the years when the new bonds will mature in 2013 and 2015 (Figure 2).
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Figure 2. Bulgaria: Effects of the March 2002 Brady Bond Exchange
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20. By contrast, the market in domestic public debt has remained extremely limited.
Domestic debt amounts to 1.9 billion leva, or about 6.2 percent of GDP, of which about
1.2 billion have been issued since 1996 for deficit financing purposes.® The remainder
consists of debt that has been issued to finance the restructuring of state owned enterprises
(so-called Zunks). While a large share of Zunks is denominated in U.S. dollar and Euro,
specific covenants reduce the marketability of these instruments.

21.  Inthe year to end-April 2002, there has been about 120 million leva net issue, and
for 2002 as a whole the government expects a net issue of about 80 million leva, well in
excess of its financing need. Domestic government debt now spans the entire spectrum of
maturities, from 3 months to 10 years, and includes a small Euro-denominated bond. The
first issue of a 10-year maturity in April 2002 was received surprisingly well, largely due to
strong demand from domestic pension funds. Through these operations the government has
extended the weighted average maturity of domestic debt from 31 months at end-June 2001
to 50 months one year later.

F. Prospects for the Medium Term

22 While these measures have addressed some of the concerns that motivated the
government’s debt strategy, all four of the above objectives for public debt management set
out above remain valid:

» Bulgaria’s public debt to GDP ratio remains high compared to other countries in the
region, which began the transition process with much lower debt stocks and have
since reduced debt further. The authorities’ continuing commitment to the CBA
underlines the need for a further reduction of public debt (Table 3).

¢ Through its external debt Bulgaria remains exposed to fluctuations in international
interest and exchange rates. Current projections incorporate the exchange rates of
March 2002; it is estimated that, should the dollar-Euro rate remain at its current
level, the level of public debt would be reduced to below 60 percent of GDP. At the
same time, a onc percent increase in international benchmark interest rates would
increase next year’s public sector interest payments by about US$50 million, or about
0.35 percent of GDP.

e Despite the issue of two Euro-denominated giobal bonds (at five and eleven years
maturity), and of one dollar-denominated bond (thirteen years maturity) the credit
outstanding is still insufficient for the establishment of a sovereign yield curve in the
dollar and Euro bond markets. In particular more liquid issues at the short end of the
maturity spectrum would be needed.

% Some of the global bonds and Brady bonds are held by domestic pension funds or
commercial banks.
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» The market in domestic government paper remains highly illiquid. Secondary market
trading is thin, so that the primary market yield is the only reference rate published by
the BNB. However, the transmission into monetary conditions is limited, and banks
use an internal cost of funds as a reference rate.

Table 3. Public Debt to GDP Ratios for Selected Transition Countries, 1995-2001

(In percent)

1995 1996 1997 1998 1999 2000 2001
Bulgaria 111.1 155.8 119.2 103.2 98.5 941 71.5
Czech Rep. 153 13.1 1370 13.1 14.5 17.0 19.5
Estonia n.a. n.a. 7.6 5.8 6.5 5.9 5.7
Hungary 86.4 72.8 63.9 61.9 00.7 57.6 53.2
Latvia 16.1 14.4 12.0 10.5 13.0 13.2 13.8
Lithuania n.a. n.a. na. 22.8 29.0 28.8 251
Poland 57.9 51.2 49.8 432 445 42.5 44.5
Romania 17.6 28.1 277 27.8 3386 3le 298
Slovak Rep. 24.6 245 23.7 26.0 28.4 30.4 342
Source: EBRD.
23. Current staff projections show only limited financing needs of the public sector over

the medium term. The government is committed to gradually achieving a balanced budget
over the next four years, and annual amortization payments on external debt will average
about USS$500 million over that time (Table 1). At the same time, privatization revenues, the
ongoing IMF arrangement, the envisaged World Bank Programmatic Adjustment Loan
{PAL), and other loans to budgetary institutions will provide sufficient financing to the
public sector. Moreover, in its fiscal reserve account with the BNB the government holds
ample resources, at present amounting to 3.3 billion leva. Without drawing on this stock of
reserves, or issuing additional debt in the foreign or domestic capital markets the public
sector 1s expected to be fully financed. Pursuing all four of the above policy objectives will
therefore result in a number of difficult trade-offs for public debt management,

24, One option would be to substitute foreign debt into domestic bonds, at a pace at
which Brady bonds amortize or can be bought back. This course of debt management policy
would hence meet the objectives of reducing macro-financial vulnerability, and increasing
liquidity in the domestic bond market. To date domestic yvields have been kept low as
government paper was targeted to a captive market, largely domestic pension funds, An
analysis undertaken in the context of the FSAP in late 2001 demonstrated that to maintain a
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liquid domestic bond market would require an annual gross issue of 3.5 billion leva, in
domestic currency only. However, domestic banks and pension funds have shown a
preference for holding instruments in dollar or Euro. While the fully-capitalized second pillar
of the pension system will be expanded over the next few years, and hence provide for some
captive domestic demand, such an issue volume would be certain to raisc domestic yields
considerably. The government would therefore maintain a domestic bond market at a
premium, even though its long term prospect is membership in the European Union and
therefore in an integrated European financial market.

25. A second possible policy option would be to maintain the current foreign currency
exposure, and dispense with the costly objective of expanding the domestic debt market.
Issuing domestic debt in Euro may further underline the authorities’ commitment to the
currency board arrangement. At the same time such a policy would essentially preempt any
adjustments to the parity in the run-up to EMU membership. These long term implications of
current debt management policy underline the extent to which public debt management needs
to conform with prospects for monetary relations with the EU.



- 65 - STATISTICAL APPENDIX
Table Al. Bulgaria: National Accounts, 1991-95
{Old classification) I/
1991 2/ 1992 2/ 1993 2/ 1994 1995
{Gross value added at basic prices and GDP)
{Tn current prices, in millions of leva)

Agriculture and forestry 209 233 297 60.4 111.4
Industry 539 78.4 97.7 157.4 T
Manufacturing and mining 46.1 63.0 755 120.9 2125
Conslruction 6.4 iL7 16.2 251 41,6
Other 1.5 37 6.1 1.4 18.7
Services 69.5 92.0 151.7 2724 450.2
Trade 11.8 18.0 266 529 101.8
Transport 74 10.1 13.9 252 375
Communications 1.6 24 4.8 8.8 12.2
Other (non-material) 48.7 6l.3 106.4 185.4 2987
Taxes on products il4 16.6 27.1 289 24 5
Adjustments =200 9.5 -7.3 8.3 214
GDP at markst prices 135.7 200.8 2939 5256 880.3
Houschold consumption 73.4 131.8 219.7 389.1 622.1
Government consumpticn 258 4.8 56.4 90.3 1344
Gross fixed capital formation 24.6 316 87 723 1343
Chunges in inventories 6.0 74 7.0 -23.0 35
Net exports 5.8 -11.7 -22.8 3.3 =149
Exports 59.0 946 114.2 236.8 3932
Imports 53.2 106.3 137.0 240.1 472

Statistical discrepancy

GDOP

Agriculture and forestry
Industry

Services

Houschold consumption
Government consumption

Gross fixed capital formation

Memorandum items:
GDP implicit deflator

Agriculture and forestry
Indusity

Services

Taxes on products
Adjustment

Houschold consumgption
Government consumption
Gross fixed investment
Net exports

Exports

Tmports

15.4
ERR)
j1.2
8.4
-14.8
341
19.0
226

43
43.5

39.2

<73
-14.8
-6.4
-26.5

1.0
-14.9

=13

396

114
39.0
45.8
8.3
-4.7
63.6
20.3
19.%
-5.8
471
32.9

-1.5
-30.2
-6.2
0.6

(.8
-12.5

-17.3

(Percent change)

1.1

(In percent of GDI%)

9.9
32.7
50.8

9.0
-2.4
73.5
18.8
15.3
-1.6
382

45.8

(Growth rate in prices of previous year, in percent)

1.8
9.5
6.0
=31

-2.6
-119
1.1

11.5
300
518

5.1

1.6
74.0
17.2

9.4
-6
45.1
45.7

2.9
14.5
-5.4

4.0

-0.5
-8.2

16.1

62.8

12.7
3.0
3.1

2.8

24
70.7
15.2
157

-1.6
44,7

46.3

Sources: National Statistical Institute

1/ In 1996, the classification of activities changed.

2/ Including holding gains.
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Table A2. Bulgaria: National Accounts, 1996-2(01
(NCEA, based on NACE, Rev.1)

1996 1997 1998 1999 2000 2000 1/

(Ciross value added at basic prices and GDIY)
(In current prices, in millions of levs)

Apriculture and forestry 250.4 4,082.5 3,769.4 34578 33011 35786
Agriculture, forestry and hunting 2497 4,076.3 3,760.4 3,445.5 32887 3565.0
Fishing 0.7 6.2 9.0 12.4 124 13.6
Industry 5105 43529 6,122.3 59722 09018 7457.6
Mining and quarrying 202 1447 367.2 402.6 3857 3803
Manufacturing 3585 2,804,2 3.836,7 3,5825 42127 4591.5
Electricity, gas and water supply 526 6893 932.5 9183 1.216.5 1323.4
Construction 702 424.0 965.9 1,068.8 1.686.9 11623
Services 900.9 7,1429 10,160.1 11,7752 13,4937 15167.8
Trade, repair of motor vehicles, personal
and heusehold appliances 179.6 13471 1463.9 1.656.2 1,551.9 22042
Transport 926 970 1218.2 1,3162 1,856.5 1897 8
Communicaticns 306 3406 506.5 £01.1 1,060.6 1471.9
Financial intermediation and insurance 1439 3982 505.5 602.0 705.6 78%.6
Other services 2/ 4542 4086.9 6466.0 T,399.8 8,119.2 AR04.2
Toral of economic activity groupings 1661.8 155783 20051.8 21,2053 23,6%6.7 262040
Adjustments us 4 14543 2369.4 25%5.2 10562 - 34141
GDF at market prives 1761.2 17432.6 22421.1 23,7904 26,7528 29.618.1
1eusehold consumption 1312.6 12724.4 15144.4 16963.7 185058 20614.3
Government consumpton 2103 21881 34403 3937.3 47835.7 52109
Cross fixed capital formation 2358.5 1913.5 2919.8 3600.% 4206.0 5259.4
Changes in inventories -95.5 -191.2 B65.0 662.0 687.6 7753
Net exports 52 LIN 516 -137340 -1432.3 -2218.2
Exports of poods and services 976.2 10155.4 105526 10600.5 14502.0 16494.2
Imports of goods and services 8809 03376 10500.% 11%73.5 16334.3 187123
Statistical discrepancy 0.0 0.0 0.0 0.0 0.0 -21.6

(Growth rate in prices of previous year, in petcent)

GDP at market prices -9.4 -5.6 4.0 23 54 4.0
Agriculture and forestry 74 353 12 5.5 -i0.3 0.3
Industry =157 -12.7 79 -6.3 10.6 4.2
Services 9.2 -16.49 0.6 513 07 42
Household consuription -39 -107 27 0.6 4.4 Al
Gavernment consumption -28.0 -2.7 i35 5.0 1.7 2.4
Gross fixed capital formation <212 -20.9 352 208 154 15.9

({Percent change)
Memorandum items:

GDP implicit deflator 120.8 948.3 237 a7 67 6.4
(In percent of GDP}

Agriculture and forestry 14.2 234 16.3 14.5 123 12.1
[ndustry 280 25.0 273 251 258 252
Services 512 41.0 453 49.5 50.4 51.2
Tozal of econemic activity groupings 94.4 &9.4 89.4 B9l 88.5 885
Adjustments 56 10.6 10.6 10.9 11.5 11.5
GDP at market prices 100.0 100.0 100.0 100.0 100.0 100.0
Final consumption 865 855 829 87.9 &71 872
Individual consumption 80.7 79.5 747 T9.0 773 T7.4
Households expenditures 74.2 727 7.2 7049 6838 69.1
NPISHs cxpendimres 0.4 0.3 0.4 0.4 L4 0.3
Govemment expenditires 6.1 6.5 7.1 1.7 82 7.8
Collective consumption 5.8 4.0 8.2 5 nr PR
Crross fixed capital formartion 13.5 11.0 13.0 151 15.7 17.8
Changes in inventotics -84 -1.1 34 28 26 206
Net exports 54 4.6 02 5.8 -5.4 -7.5
Exparts of goods and services 554 58.3 47.0 445 557 557
Imperts of goods and services 30,0 337 46.8 503 61.1 632
Steistical discrapancy 0o 0.0 0.0 K1) 0.0 -1

Sources: National Statistical Instilute

1/ Preliminary dara.
2/ Includes: hotels and restaurants; real estate, renting and business activities, health and education; public administration and delense.
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Table A3: Bulgaria: Selected Transition Economies: Cumulative Change in GDP, 1989-2001

1989-2001 Peak Decline Since 1989 1/
Albania 6 -40
Bulgaria -24 -35
Czech Republic 1 -14
Hungary 9 -18
Poland 34 -14
Romania -16 -25
Average (unweighted) 2 ~24
Source; WEQ,

1/ Compares the GDP in the year of its lowest level since the beginning of the transition with

the tevel of 1989,
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Table A4. Bulgaria: Tndustriat Sector, 1991-95 1/
(Old classification) 2/
1991 3/ 1692 3¢ 1993 3/ 1994 3/ 1954 1995
(In current prices, in millions of leva)

Industry value added

Total 534 8.4 9.7 182.3 1574 2727
Manufacturing and mining 46.1 63.0 75.5 145.5 120.9 212.5
Consiruction 6.4 11.7 16.2 235 251 47 .4
Unincorperated activities 4/ 1.5 17 6.1 11.4 114 18.7

Slate 30.5 70.0 79.8 147.8 122.8 196.6
Manufacturing and mining 45.0 61.3 703 13355 110.9 1814
Consiruction 5.4 838 9.5 12.3 11.9 15.3

Private i35 8.4 17.9 345 345 76.1
Mammfacturing and mining 1.1 18 32 10.0 10.0 311
Construction 1.0 2.9 6.6 13.2 132 26.3
Unincorparated activities 4/ 1.5 37 6.1 11.4 11.4 187

(Growth rate in prices of previous year, in percent)

Total -6.4 -6.2 6.0 -5.4
Manufactaring and mining -10.1 -6.6 6.9 -8.0
Construction 12.5 13 -0.3 22
Unincorporated aclivilies 4/ 279 3.3 108 6.5

Stale -9.2 -12.7 3.7 -16.2
Manufacturing and mining -10.4 -10.6 6.7 -15.6
Construetion 0.7 -27.1 -18.5 -21.1

Private 336 477 16.2 331

Manufacturing and mining 0.8 1335 10.1 76.3

Constuction 79.7 52.5 26.1 23.3

Unincarporated activities 4/ 27.9 33 10.8 6.5
{Percentapge}

Share of economy {(gross valoe added)

Total industry 374 40.5 350 354 32.1 32.7
Of which:

Manufacturing and mining L9 326 27.0 283 24.7 25.5
Construction 4.5 6.0 58 49 51 5.0
Unincorporated activities 4/ 1.0 1.9 2.2 2.2 23 2.2

Share of state sector
in total industry 93.5 89.3 81.7 gl1.1 78.0 72.1
Manutzeturing and mining 97.6 97.2 93.1 231 91.7 85.4
Construction 851 751 59.1 483 47.5 6.7

Shure of private sector
in total indostry 6.5 10.7 183 18.9 22.0 279
Manufactoring and mining 2.4 28 6.9 6.9 8.3 4.6
Construction 14.9 24.9 40.9 51.7 52.5 633

L'nincorporated activities 4/ 100.0 160.0 100.0 100.0 100.0 100.¢

Scurces: National Statistical Institule

1/ Includes state and private seclors, using the SNA methodology.
2/ The classification changed in 1996.

3/ Including helding gains/losses.

4f Selfemployed znd other small private nnincorporated finms engaged in market production; included in other headings from 1997,
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Table AS. Bulgaria: Industrial Sector, 1996-2001
(NCEA, based on NACE, Rev.) I/
1956 1997 1998 1999 2000 2001 2¢
(In current prices, in milfions of levs)
Industry value added
Total 510.5 433529 61223 35,9722 6,901.8 F457.6
Mining and quarrying 29.2 3447 367.2 402.6 385.7 380.3
Manufactring 3585 28942 383607 3,582.5 4,212.7 4591.5
Electricity, gas and water supply 52.6 689.3 952.5 918.3 1,216.5 1323.4
Construction 702 424 6 9659 1,068.8 1,086.9 1162.3

Public 376.7 28327 3166.6 2,751.0 2,0902 2008.6
Mining and quartying 282 3303 334.5 360.3 224.2 2315
Munufucturing 273.3 1688.4 1667.3 1,267.3 500.8 417.0
Electricity, gas and water supply 52.6 688.2 951.0 916.7 1,201.7 1267.0
Construction 22.4 125.8 2138 206.6 163.4 93.0

Private 133.8 1520.2 29557 3,221.2 4,511.6 5444.0
Mining and quarrying 1.0 14.4 32.7 423 161.5 148.8
Munufucturing 83.1 1205.8 2169.4 2,3152 37118 4174.5
Electricity, gas and water supply 0.0 1.1 L.5 1.6 14.8 56.4
Construction 47.7 2989 7521 R62.2 923.5 10693

(Growth rate in prices of previous year, in pereent) 2/

Tatal -12.9 -12.7 7.9 -6.3 10.6 5.4
Mining and quarrying -7.3 18.3 -h.4 -8.6 -4.0
Manufacturng -16.8 3.2 =59 10.9 53
Electricity, gas and water supply 237 7.2 -17.7 28.6 9.5
Construction -20.8 214 32.4 29 1.4 5.1

Public -13.9 -25.3 -7.9 -18.3 -26.5 -1.3
Mining and quarrying -7.9 13.7 -9.2 -39.0 -9.4
Manufacturing =366 =197 -21.5 -02.5 -24.0
Electricity, gas and water supply 23.6 7.2 -17.7 271 5.0
Construction -30.7 -24.6 10.9 -10.4 -21.5 -27.8

Private 4.8 22,6 373 6.5 42.3 9.5
Mining and quarrying 10.9 123.9 227 230.7 1.1
Manufacturing 46.5 353 6.2 51.0 9.3
Electricaty, gas and water supply 1973 16.1 9.1 903.3 55.0
Comnstruction -15.1 -19.9 41.4 6.6 6.9 10.7

{Percentage)

Share of economy (gross value added)

Total industry 29.0 250 273 251 258 252
Of which:

Mining and guarrying 1.7 2.0 1.6 1.7 1.4 1.3
Manufacturing 203 16.6 17.2 15 15.8 15.5
Electricity, gas and water supply 3.0 4.0 4.2 39 4.5 4.5
Conslruction 4.0 2.4 43 4.5 4.1 3.9

Share of public sector
in total industry 73.8 65.1 517 46.1 303 26.9
Mining and quarrying 96.7 95.8 91.1 89.5 58.1 60.9
Manufacturing 76.3 583 43.5 154 11.9 9.1
Clectricity, gas and water supply 99.9 99.8 99.% 99 8 988 93.7

Comnstruction 32.1 29.6 22.1 19.3 15.0 8.0

Share of private sector
in total indusiry 262 34.9 483 53.9 69.7 73.1
Mining and quarrying 33 4.2 8.9 10.5 41.9 39.1
Manufacturing 237 41.7 56.5 64.6 38.1 90.9
Electricity, gas and water supply 0.1 0.2 0.2 0.2 1.2 4.3
Construction 67.9 70.4 77.9 80.7 85.0 92.0

Sources: National Statistical Institute

1/ For 1996, according to the former classification in use - CBNE '86.

2/ Preliminary data
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Table A6. Bulgaria: Services Sector: Total, State, and Private, 1991-2001

19911/ 19921/ 19931/ 1994 1995 1996 1997 1998 19992/ 20002/ 2001/
{In current prices, in millions of levs)

Value added in services

Total 69.5 82.0 1517 2724 45012 500.9 71429 10160.1 117752 134937 15167 8
Trade 3/ 11.8 18.0 26.6 529 101.8 179.6 13471 1463.9 1656.2 1951.9 2204.2
Transport 74 10.1 13.9 252 37.5 92.6 970.0 1218.2 1316.2 1656.5 18%7.8
Communications 1.6 14 4.8 8.8 12.2 0.6 340.6 506.3 801.1 1060.6 1471.9
Other 4/ 48.7 61.5 106.4 i85.4 298.7 5981 44851 69716 ROOLE  BR247 9593 8

State 55.1 62.4 854 149.8 193.0 346.7 27705 42838 4784.1 S067.5 5373.0
Trade 3/ 9.5 10.5 12.2 203 263 173 286.2 305.6 258.6 2394 2554
Transport 7.0 8.6 10.5 187 225 56.0 5286 617.3 532.5 509.0 3R
Communications 1.6 24 4.8 37 11.8 283 310.2 438.0 5723 £54.2 7273
Other 4/ 369 40,9 58.0 102.1 1324 225.1 16455  2923.0 34206 35749 3R7R.6

Private 144 29.6 66,4 1226 2572 5542 43724 58763 69912 R4262 97947
Trade 3/ 2.3 7.3 14.5 326 755 1423 10609 1158.3 1397.6 1712.% 1948 8
Transport 0.3 1.3 34 6.6 5.0 36.6 4414 600.9 783.7 1057.4 1386.1
Communications 0.0 0.0 0.0 0.1 0.4 22 304 68.5 228.8 406.4 7446
QOther 4/ 11.8 207 484 833 166.3 373.0 28396 4048.6 4581.2 5249.8 57152

{Growth rate in prices of previous year, in porcent)

Total -26.9 0.6 3.1 4.0 -G53 -16.9 0.6 53 6.7 4.2
Trade 3/ -19.2 0.4 7.6 2.1 -21.5 -31.2 02 92 9.7 10.6
Transport 39 85 ER| 398 0.0 [9.0 -8.5 313 22 0
Communications 29 8.0 0.9 325 8.1 3.5 17.9 30.3 219 25.1
Other 4/ -34.4 -0.9 -0.7 1.7 -7.0 -19.2 1.6 3.1 33 1.1

State =379 0.8 83 RN -3.3 -15.0 4.0 -02 -2.3 =31
Trade 3/ -44.3 -22.0 0.6 -25.5 -217 -30.1 -1.6 -17.0 -16.9 1.5
Transport -2.8 -2.2 -23 216 5.4 12.3 -14.5 -13.0 -1.2 -23.4
Communications 29 72 0.7 293 3.5 2.4 13.9 10.2 5.3 -0.9
Other 4/ -44.7 9.2 98 -19.9 -1.2 =277 4.0 2.7 -1.7 -0.4

Private 154 224 37 243 -5.9 -158.5 -1.5 9.3 12.8 8.6
Trade 3/ 87.0 320 22.1 19.2 -21.4 S35 07 16.1 14.7 11.9
Transport 1398 697 19.3 91.& -14.1 291 -34 20.1 8.6 132
Communications . 1,700.0 13.6 357.6 149.9 445 589 158.4 63.2 66.9
Other 4/ -2.0 15.4 -3.0 20.6 -21.4 -14.1 27 33 10.5 2.1

Gross value added -17.5 -5.9 1.4 23 58 17 2.8 1.8 5.0 1.7

{Pcreentage)

Share of economy (gross value added)

Total services 48.2 47.5 54.4 55.6 54.0 51.2 41 453 49.5 50.4 512
Trade 3/ g2 913 9.5 108 12.2 10.2 7.7 6.5 7 73 T4
Transport 5.1 5.2 5.0 3.2 4.3 5.3 5.6 5.4 5.5 6.2 6.4
Commumnications 1.1 1.2 1.7 1.8 1.5 1.7 2 23 34 4.0 5.0
Other 4/ 138 318 381 K¥R 358 34 257 314 i3s 329 324

Share of slale service in total ser 792 67.8 563 55.0 429 38.5 388 422 40.6 376 35.4
Trade 3/ 80,9 585 456 383 25.8 20.8 21.2 209 15.6 12.3 11.6
Transport 953 851 754 74.0 600 &0.5 54.5 50.7 40.5 36.2 27.0
Communications 100.0 1000 691 9.0 969 92.7 91.1 86.5 714 61.7 454
Other 4/ 757 664 34.5 35.1 443 376 38.7 419 427 4045 404

Share of private service in tolal : 20.8 322 4377 450 57.1 61.5 61.2 578 594 62.4 64.6
Trade 3/ 19.1 41.5 54.4 61.7 74.2 792 788 7%.1 244 877 R84
Transport 4.7 4.9 24.6 26.0 40.0 39.5 455 493 595 63.8 730
Communications 1.0 3 7.3 89 135 28.6 383 50.6
Other 4/ 243 36 45.5 44.9 537 62.4 633 38.1 573 595 59.6

Sources: National Statistical Institute

1/ Including holding gains/losses.

2/ Preliminary data.

3/ From 1996 on, including repairs of motor vehicles und personal and household appliances

4/ Includes: housing and thunicipal services; business services; science; education, culture and art; health and social security,

sports recreation and tourism, finance, credit and insurance; government; and NPISNs.
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Table A7. Bulgaria: Services by Branches, 1992-2001

(CBNE '86) I/

STATISTICAL APPENDIX

1992 1993 1994 1993 1992 1993 1994 1995
{Growth rate in prices of previous year, in percent) {In current prices, in billicns of levs)
Gross value added - Total services 2269 [iX,1 =31 4.0 92,05 151,735 272376 450,239
Transpors 39 83 ER! 198 10,143 13,91¢ 15,248 37,522
Commumications 2.9 50 0.9 s 2,352 4,813 8,786 12,150
Trade -192 04 7.6 2.1 17,965 26,637 52,934 101,841
Rusiness xervices -51.7 176.6 .0 -0.5 1,348 5,869 1 L.005 18,136
Housing, public utilities, and
amcnitics -5.0 21 -4.3 0.7 19,828 42,632 72622 121,529
Sciences -34.4 -22.8 -26.7 -22.8 1,734 2,086 2,860 3,524
Education 6.4 21 RNl -10.8 7,340 12,123 17,1872 24,954
Culture and arts -13.2 6 2.0 -4.5 1,093 1,905 3,189 4,589
Heulth, sustal welfare, sports,
and tourism 1 22 208 SLLD 5,710 10,698 15,635 22,607
Finance, eredit, and insurance -TLé -227 206 -0.7 14,014 16,90 40,122 64,388
Genetzl government 6.8 2.5 -19.7 4.4 8,641 13,823 22,223 37487
Other branches of non-material
sphiere -274 -159 «18.1 183 258 338 370 1,102
Tntennediate consumption 4.1 =53 1LY 13.8 62,033 B6, 286 172,781 29 E00
(Gross output -l62 -LE 24 7.8 154,038 238,021 445,157 741,839
{NCEA, based on NACE, Rev.1) 1/
1996 1997 1094 1999 2000 2001 2/ 1996 1997 1998 1999 2006 2001 2¢
{Growth rate in prices of previous year, in percent) {In current prices, in millions of levs)
Gruss value added - Total services 9.2 -16.% 0.6 53 6.7 42 900.9 71429 10L60.1 117752 13.493.7 15,167.8
Trade, repair of metor vehicles, personal
and household appliances -31.2 0.2 9.2 97 10.6 179.6 1347.1 14033 1656.2 18519 2,204.2
Hotels and restaurants 239 0.5 12.0 32 6.6 1.8 1522 4324 486.4 4997 5602
Transport and communications 156 24 11.2 9.4 9.8 1221 13166 1724.6 20173 27171 3,369.7
Transport 19.0 3.5 33 22 0.0 92.6 970.0 12182 1316.2 1.656.8 18978
Combwnications 5.5 17.9 30.3 719 251 30.6 3406 506.5 BH .1 1,060.6 14719
Financial intermediation and insuranct -14.6 37 157 9l 7.0 1439 3982 5055 632.0 use 788.6
Real estate, renting and business activi 0.6 -5.9 -1.4 3 1.4 290.1 25259 33878 37754 4011 4,319
- mnpuled rent of owner ocoupied d .7 -13 -1.2 04 0.8 234.6 2056.6 2561.5 2793.7 2,850 3,032
Public administration and defence,
compulsery gocial security -182 371 26 1 -3 6.6 4841 L2ms 14754 1.433 1,708
Rduoation -0 2 58 13 -4 ERA 3912 6702 827.0 996 1,039
FHealth, soctal work and veterinary acti 2.1 1 34 2 a 29.2 2939 487.6 561.8 590 GEG
Other community, social and personal
service activitics of NGG -6.7 4.2 14.4 9.5 [n.3 17.6 139.6 285.6 320.7 31896 4622
Tnternediate consumption -8 1.8 134 102 4.3 5837 3.857.8 70149 8321.3 16,6388 11,881.9
Gross output -10.9 1.2 & 52 432 14848 13,0007 17,1750 20296.6 24,1315 27,0497

Suwrce: National Statistical Tnstitute.

1/ Classification system changed in 19946,

2/ Preliminary data.
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Table A8. Bulgaria: Total and Private Agricultural Production, 1992-2001 1/
1992 1993 1694 1595 1996 1997 1998 1999 2000 2001 2/
{In current prices, in millions of levs)
Total agriculure
Gross output 51.1 09.8 132.8 2363 5663 83458 7,905.5 7,389.7 7,396.5 8,196.6
Crops 24.2 31,3 60.9 108.2 2364 36316 27234 29112 2,649.7 3,000.5
Livestock 221 337 62.9 113.0 196.0 2.858.2 32822 2,602.9 2,783.5 2.532.6
Scrvices and other 4.8 4.3 5.0 15.1 48.1 623.7 540.8 537.6 576.2 618.0
Secondary activitics of houscholc . 85.8 1,2323 1,356.2 1,338.0 1,387.0 1,645.5
Intermediate consumption 284 41.2 73.8 127.4 322.6 4,317.6 4,208.8 4,018.9 4,165.0 4,685.8
Gross value added 227 287 59.0 1089 2437 40282 31,696.7 3,369.8 312315 3,510.7
Private agriculture
Grass output 256 44.5 101.1 178.1 539.2 8,140.5 7,751.2 7.271.7 7,301.7 8,097.5
Intermediate consumption 12.2 231 51.1 89.0 301.2 4,170.3 4,099.2 39377 4,094.1 4,615.6
Gross value added 13.4 21.4 499 89.1 238.0 3,570.2 31,6520 3,334.1 32076 31,4818
(Growth rate in prices of previous year, in percent)
Total agriculture
Gross output -6.3 -194 7.1 16.0 -10.9 13.7 -0.6 27 9.1 03
Crops 0.2 -26.3 21.7 21.9 -21.1 141 -2.9 4.2 -19.1 8.4
Livestock =27 8.0 -6.5 10.7 -3.0 0.3 0.6 0.7 -5.0 -9.7
Services and other -41.5 -37.2 7.9 133 4.4 4.3 1.7 -1.2 -2.5 0.3
Secondary activities of householc -6.4 0.2 5.9 1.8 1.7
Intermediate consumption 5.4 9.9 5.2 17.3 -14.4 -3.2 -3.8 0.2 -5.4 -0.8
Gross value added -15.7 313 10.0 14.4 -6.7 36.1 1.0 5.5 -106.0 04
Private agriculture
Gross output 552 -39 225 11.8 -89 157 0.4 3.1 -8.8 -0.2
Intermediate consumption 151.8 13.5 287 16.4 -12.6 -8 -3.1 0.8 -8.1 -0.6
Gross value added 15.0 2232 15.8 7.0 -5.2 36.7 1.3 5.7 9.8 03

Sources: National Statistical Institute

1/ According to National Classification of Economic Activities,

2/ Preliminary data



Table AS. Bulgaria: Production and Average Yields of Selected Agricultural Crops, 1992-2001

1992 1993 1994 1995 1996 1997 1998 1999 2000 1/ 2001 1/
(Production in thousands of tons)
Wheat 3,443 3,618 3,754 3,435 1,802 3,575 3,203 2,643 3406 4,477
Maize 1,742 983 1,384 1,817 1,042 1,659 1,303 1,740 1098 873
Barley 1,195 933 1,143 1,173 457 810 717 054 636 931
Sunflower seeds 593 432 602 767 526 438 524 [H 599 405
Sugar beets 304 95 112 157 87 79 62 53 19
Tobacca 53 36 26 12 31 49 39 34 86
Tomatoes 413 325 4601 515 306 2279 469 427
Green peppers 199 153 218 252 206 174 233 196
Potatoes 566 357 497 649 319 463 478 566 206 278
Apples 221 116 76 149 204 lal 129 92
Peaches 76 54 57 72 69 50 42 39
Cherries 66 32 48 75 57 36 34 32 .
Grapes 787 482 516 699 661 636 396 372 723
(Average yield-tons/hectare)

Wheat 311 1.84 2.84 2.91 1.88 295 2.81 2.7 3.04 3.0
Maize 2.81 1.86 272 3.76 2.18 3.58 273 132 1.9 2.47
Barley 3.05 2.57 2.92 2.95 1.75 278 2.47 2.57 2.81 3.19
Sunflower seeds 1.25 092 1.21 1.27 105 0.97 0.97 1.02 1.0] 1.04
Sugar beets 1778 9.30 13.90 17.10 10.40 15.58 14.92 17.04 14.1
Tobhacco 1.27 1.14 1.15 1.4 1.34 1.50 115 1.32 1778
Tomatoes 2384 (8RO 18.40 16.80 16.90 1138 16.64 1445
Green peppers 12.80 [0.89 11.40 11.70 12.10 9.99 113 9.74
Potatoes 11.80 9.01 10.10 11.50 7.52 10.37 9.37 10.83 B.05 13.18
Apples 771 4.15 2.39 4.47 9.02 6.76 6.56 442
Peaches 5.99 4.80 3.55 3.00 470 336 3.62 346
Cherries 2.87 1.66 1.75 2.56 2.52 1.69 2.18 216
Grapes 4.95 3.69 371 5.23 5.52 532 318 3.t 4.71

Source: Mational Statistical Institute.

1/ Preliminary data from the Ministry of Agriculture and Forestry,

- EL_
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Table A10. Bulgaria: Acquisition of Tangible Fixed Assets, 1992-2001 1/
1992 1993 1994 1995 1996 2/ 1997 1998 1999 2000 2001
Prel.
{In current prices, in millions of levs)

Total 43.6 435 842 125.9 268.2 2363.9 33881 4600.9 5409.4 5080.2
Agriculture 3/ 2.0 12 1.5 2.9 7.1 66.5 107.0 106.5 110.8 G1.8
Foresley 0.0 0.0 0.0 0.1
Mining and quatrying 4/ 9.2 73.1 109.6 114.6 115.6 104.9
Manufacturing 224 20.0 30.9 384 58.4 469.0 919.0 1024.6 1290.6 1233 4
Conslruciion 1.4 1.9 1.7 49 6.6 2673 241.6 310.6 343.1 2920
Electricily, gas, and water supply 301 165.0 260.0 418.0 5734 476.0
Transport 5/ 33 3.0 7.8 9.3 317 683.1 7350 1156.6 1231.6 1095.5
Trade 57 59 19.0 10.1 20.1 147.1 403.8 552.6 778.4 8259
Hotels and restaurants 47 501 755 1975 2325 218
Commuynications .7 0.9 3.0 6.8
Financial intermediation 329 213.0 1188 106.8 124.0 98.8
Other in material spherc 0.3 n.s 0.4 0.7
Real estate, renting, and busincss activitics 6/ 37.5 44.7 76.7 152.1 223.6 2298
Public administration; compulsery 6.8 76.8 1949 280.3 207.9 305.7

social security

Housing, munictpal, and
consuer services 4.8 53 6.1 19.2
Of which:

Housing 2.9 2.5 238 13.5

Science 0.3 02 0.2 03
Health/sport/lcisure 0.7 1.2 Le 31 34 282 36.0 42.8 547 45.1
Educalion 0.8 0.9 1.5 2.3 3.0 38.8 513 42.1 317 294
Culture and arts 0.1 0.2 04 0.7

Other in non-material sphere 1.1 23 10.0 7.3
Other community, social, and personal 4.9 391 589 953 91.5 413
service activitics

{In percent of GDP)

Total 217 4.6 16.0 14.3 153 139 15.7 19.3 20.2 17.2
Agriculture 3/ 1.0 0.4 0.3 0.3 0.4 0.4 .5 0.4 0.4 03
Forcatry 0.0 0.0 0.0 0.0
Mining and quarrying 4/ 0.3 04 0.3 0.5 0.4 0.4
Munufacturing 112 6.7 59 4.4 33 2.8 4.3 4.3 4.3 42
Construction 0.7 0.6 0.3 0.6 0.4 1.6 1.1 1.3 1.3 1.0
Electricity, gas, and water supply 2.1 1.0 1.2 1.8 2.1 1.6
Transport 5/ 1.6 1.0 1.3 1.1 22 4.0 3.4 4.9 4.6 37
Trade 29 20 3.6 1.l 1.1 0.9 1.9 23 29 R
Hotels and reslaurants 0.3 03 0.4 0.8 0.9 0.7
Communications 0.3 0.3 0.6 0.8
Financial inlermediation 1.9 1.2 0.6 .4 0.5 03
Other in material sphere 0.1 0.2 0.1 0.1
Real estate, renting, and business activities 6/ 2.1 0.3 0.4 .6 0.8 0.8
Public administration; compulsory 0.4 0.5 0.5 1.2 0.8 1.0
social security 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 4] 0
Housing, municipal, and 4.0 2.0 0.0 0.0 0.0 0.0 0.0 0.0 o ¢l
CONSUMCT SCrvices 24 L8 1.2 22

Of which: ] [t}
Housing L4 0.8 0.3 L5
Science 0.1 0.1 6.0 0.0
Health/sport/leisure n3 0.4 0.3 0.4 02 0.2 0.2 0z 0.2 1]
Education 0.4 0.3 3 0.3 0.2 0.2 0.2 0.2 0.1 0.1
Culture and arts 0.0 0.1 0.1 0.1
Other in non-malerial sphere 0.6 0.8 1.9 31
QOther community, social, and pcrsenal 0.3 0.2 0.3 0.4 03 0.1
scrvice activities

Memorandum item:

GDP in millions of leva 200.8 298.9 525.6 8803 1,761.2 17,432.6 22421.1 23,7904 26,7528  29,618.1

Source: National Stalistical Institute.

1/ These data do not equal gross fixed investment, as they include purchases of existing asscts.
2/ Based on hew National Classification of Economic Activities; sectoral data are not dircetly comparable to carlicr periods.

3/ Starting 1996, agriculturc includes foresiry.

4/ Until 1996, mining & quarrying was included in manufacturing.

5/ Includes communications starting 1996,

6/ The classifications "housing"” used prior to 1996 and "rcal estate, renting, and business activities” used thereafter do not match exactly.



Table Al1. Bulgaria: Income Accounts, 1992-2001

1996 1997 199% 1999 2000 20011/ 1996 1997 1998 1999 2000 20011/
Ghp 1781 17433 23421 237504 267528 296181 100.0 100.0 1046 100.0 1000 100.0
Gross value added at basic prices 1725 16228 20467 216098 245408 272570
Compensation of employvees 646 5885 B6BE 8799.9 92454 109142 36.7 338 35.8 369 3.6 LR
Wages and salarics 465 4216 6273 6312.7 67925 7682.6 26.4 242 28.0 26.5 254 259
Social contributions 181 1669 2415 2487.2 24529 32316 10.3 2.6 10.8 104 0.2 0.9
Net taxes on production 49 542 303 465.5 497.6 716.7 23 3l 13 20 1.9 2.5
Tummover taxes and excises 63 651 69% Q021 10110 1232.7 1.6 7 EN| 338 38 4.2
Subsidics 15 109 395 436.6 513.3 5160 0.8 X1 1.8 1.8 1Y .7
Gross operating surplus 1030 9300 L1476 126445 147978 156261 8.4 562 51.2 332 553 527
Consumption of fixed capital 143 1158 26407 27849 29205 8.1 6.6 11.6 1.7 10.9
Nel operating surplus (35 5334 5103 HU0K.9 #9445.1 379 30.6 228 253 i34
Mixed income, net 220 3309 3766 38507 2932.2 12.4 19.0 16.8 162 1.8
Adjustments 36 1203 1954 1881 22120 23611 2.1 6.9 8.7 79 g2 &0
Import duties 38 368 443 2586 220.7 195.4 22 2.1 2.0 1.1 a3 0.7
Less Financial intermediation 2f -137 =362 -32% -359.1 -475.3 -475.1 -7.8 -2.1 -1.5 -L3 .18 -6
VAT 136 1199 1836 19812 2466.7 2640.7 N 6.9 .2 83 9.2 8.9
Of which:
Private sector

GV A at bagic prices 929 9878 12504 135744 164812 187811 539 60.9 61.1 62.0 67.2 68.9

Compensation of empioyees 138 1875 ang 34548 4085.9 5609.0 21.3 319 339 393 44.2 51.4

Wages and salarics 104 1373 2285 25218 3056.4 4105.4 22.4 326 36.4 309 45.0 53.4

Social contributions a3 499 #33 Y330 i29.5 1503.6 18.5 299 3435 37.5 42.0 46,5

Met taxes on prodaction 0 -18 -27 -3837 33903 21217 -0.2 =35 -89 -82 -10.8 -30

Tax on increase of salary 0 2 - . 0.1 .3 0.0 0.0 0.0 0.0

Subsidies 0 19 27 384 53703 21217 0.9 17.7 6.8 3.8 10.5 4.1

Gross operating surplus 792 8021 9413 101579 124490 131933 76.9 1.8 820 803 841 ¥4.4

Consumption of fixed capital 4] 809 1186 1482.5 17269 456 699 45.5 53.2 59.1

Net operating surplus 507 3903 4461 4824 8 FIROO 76.0 732 87.4 80.3 87,

Mixed income, net 220 3309 3766 38507 29322 100.0 100.0 180.0 100.0 1200
Gross value added at basic prices 100.0 1000 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.2
Compensation of employees 69.4 T4 73.8 70.0 7.5 ] 14.8 190 24.9 2535 249 295
Wages and salaries 493 498 328 49.7 51.8 482 11.2 13.9 18.3 15.6 18.5 e
Social contributions 2001 20,6 21.0 203 19.7 233 3.6 5.1 6.6 6.9 6.2 8.0
Net taxes on production 220 -6 -1.1 -2.6 -4.1 -43 0.0 -n.2 -0.2 -3 -0.3 -0.1
Tax on increase of salary 0.0 i1} 0.0 0.0 6.0 0.0 0.0 0.0 0o 0.0 0.0 9.0
Subsidies 2.0 1.6 1.1 26 4.1 43 0.0 0.2 02 03 0.3 0.1
Gross operating surplus 32.6 312 273 326 32.6 328 85.2 B1.2 753 74.8 756 702
Conzumprion of fixed capital 10.7 6.1 18.8 17.1 16.5 7.0 2 9.5 0.9 105
Net operating surplus 219 25.1 3.5 15.5 16.0 54.6 39.5 357 355 473
Mixed income, net 23.6 33.5 301 254 17.8

Source: National Statistical Institute,

1/ Preliminary data

2¢ Indirectly measured value of financial intermediation services, which is caleulated as interest receivables by financial ntermediaries, Tess intercst payable since 1591 to 1995 .
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Table A12a. Bulgaria: Average Monthly Eamings in the State Sector, 1957-2001

1997 1998 1999 2000 2001 U/ 1998 1999 2000 2001 1998 1999 2000 2001
{In lcvs) {Percent change, dellated by CPI) (Percent change, deflated by PPI)

Total 142 208 229 263 289 23.7 7.4 4.0 2.1 255 55 -2.0 2.1
Agriculture, hunting and forestry & Fishing 126 163 167 194 2190 BY -0.2 5.3 0.8 10.5 -1.9 -0.8 0.8
Mining and yuarrying of energy-producing materials 203 3060 310 385 412 24.6 8 12.4 0.5 26.4 0.9 59 -0.5
Mining and quarrying, except energy producing materials 213 255 306 315 334 1.1 16.9 -0.7 -24 2.7 4.8 -12,1 24
Manufacture of food products, beverages and tobacce 191 271 305 376 457 19.3 9.9 11.5 13.2 211 8.0 5.0 13.1
Manufacture of textiles and textile products 88 120 122 142 142 14.5 -1.1 56 -7.1 16.3 229 -0.6 -7.1
Manufacture of leather and leather products 110 129 173 213 230 -1.4 149 8.2 0.4 .1 325 1.9 0.3
Manufacture of wood and wood products 76 104 126 I56 161 15.7 17.9 12.3 -3.9 17.5 15.8 58 -4.0
Manufacture of pulp, paper and paper products; publishing and printing 167 255 296 g7 473 289 12.9 18.4 13.8 30.8 10.9 1.5 13.8
Manufacture of coke, refined petroleumn products and nuclear fuel 412 506 530 3.6 1.9 5.2 0.1
Manufacture of chemicals, chemical products and man-made fibres 237 272 311 150 350 -3 11.4 1.8 6.9 2.0 9.4 -4.1 7.0
Manufacture of rubber and plaslic products 140 195 216 185 195 16.7 8.0 =222 =21 18.5 6.1 -26.7 -2.2
Manvfacturc of other non-metallic mineral products 155 230 211 244 270 251 -10.4 4.7 3.0 27.0  -120 -14 2.9
Manufacture of basic metals and fabricated metal products 231 268 304 336 338 7.5 -0.4 0.1 -6.4 9.1 =22 -5.7 -6.5
Manufacture ol machinery and equipment n.e.c. 141 19% 203 236 301 18.9 -0.8 52 18.9 20,7 -2.6 0.9 18.8
Manufacture of electrical and optical equipment 135 175 182 208 215 93 1.5 3.7 -39 10.9 0.3 =23 -39
Manufacture of ransport equipment 179 250 237 243 270 17.6 -7.6 -7.0 13 19.4 9.3 -12.4 3.2
Manufacturing n.e.c. 92 138 160 178 192 264 13.0 1.0 02 28.3 11.0 -4.9 0.1
Electricity, gas and water supply 223 359 406 414 H5 35.5 104 -7.0 0.1 37.5 8.5 -13.0 -0.1
Construction 129 208 248 239 255 358 16.0 -12.6 0.7 37.8 139 -17.6 -0.8
Wholesale and retail trade; repair of motor vehicles, motorcycles and personal and
household goods 173 256 288 330 350 24.3 9.0 4.6 -1.4 26.6 7.1 -1.5 -1.5
Hotels and restaurants 132 174 190 185 215 10.6 6.4 -l115 7.9 12.3 4.5 -16.7 7.9
Transport, storage and communication 173 239 271 302 329 16.5 104 0.8 1.5 18.3 2.4 -5.0 1.4
Financial intermediation 217 319 381 462 466 24.2 16.3 99 -6.2 26.0 143 3.5 -6.3
Real estate, renting and business activities 125 192 219 260 276 29.5 11.2 74 -1.2 34 2.3 1.1 -1.3
Public administration and deflence; compulsory social security 116 210 243 305 332 52,5 13.1 134 14 348 11.1 6.8 1.3
Education 91 (48 171 212 230 36.6 12.0 12.8 0.7 38.7 16,1 6.2 0.7
Health and social work 88 143 156 194 224 37.6 6.2 13.0 72 3.7 43 6.4 71
Other community, soctal and personal scrvice activitics i) [31 148 190 215 396 8.6 17.6 53 417 67 0.7 5.2

Sources: National Statistical Institute; snd Fund staff calculations.

1/ Preliminary dala.
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Table A12b. Bulgaria: Average Monthly Earnings in the Private Sector, 1999-2001

1999 2000 2001 W/ 2000 2001 2000 2001
{Percent change, (Percent change,
(In levs) deflated by CP1) deflated by PPT)

Total 168 193 219 4.1 5.8 2.0 58
Agriculture, hunting and forestry & Fishing 164 177 195 -1.5 2.4 -7.6 2.4
Mining and quarrying of engrgy-producing materials 180 86 -56.8 -59.4
Mining and quatrying, except chergy producing materials

259 348 366 21.9 -2.2 14.8 22,2
Manufactute of food products, beverages and tobacco 177 191 208 =24 1.5 -8.1 1.5
Manufaciure of texliles and textile products 133 147 162 0.3 2.7 -5.6 2.6
IManufacture of [cather and jeather products 128 137 149 -3.2 1.2 -89 1.2
Manufacture of wood and wood products 138 153 172 0.6 4.5 -5.3 4.4
:::;::clure of pulp, paper and paper products; publishing and 188 209 116 08 52 Y 51
Manufacture of coke, refined petroleum products and nuclear fuel

261 540 582 87.5 0.2 76.6 0.1
Manufacture of chemicals, chemical products and man-made fibres

267 309 333 4.8 0.1 -1.3 0.1
Manufacture of rubber and plastic products 183 197 210 22 -1.0 -7.9 -1.1
Manufacture of ather non-metallic mineral products 235 247 272 -4.6 23 -10.2 22
Manufacture of basic metals and fabricated metal products 200 283 242 227 -4.0 156 40
Manufacture of machinery and equipment n.e.c. 209 231 243 -0l -1.9 -5.9 2.0
Manufacture of electrical and optical equipment 198 224 241 2.8 0.0 3.2 0.0
Manufacture of transport equipment 236 2061 249 0.3 -11.2 -5.6 -11.2
Manufacturing n.e.c. 138 151 166 -0.9 22 -6.7 2.1
Eleciricily, gas and water supply 186 293 301 430 24.1 347 240
Construction 178 191 202 2.8 -1.7 -8.5 -1.7
Wholesale and retail trade; repair of motar vehicles, motorcycles
and personal and household goods 138 150 185 -16 14.8 -74 14.7
Hotels and restaurants 131 132 209 -8.3 46.9 -13.7 46.8
Transport, slorape and communication 175 198 210 26 -1.1 -34 -1.2
Financial intermediation 336 419 514 12.8 14.1 6.3 14.0
Real cstatc, renting and business activities 152 186 248 11.5 238 5.0 237
Public administration and defence; compulsory social security e . . .. .
Education 218 263 314 10.1 10.3 3.7 103
Healih and social work 126 104 146 -25.4 31.0 =297 30.9
Other community, social and personal service activities 147 182 196 124 0.1 5.9 0.1

Sources: National Statistical Tnstitute; and Fund staff calculations.

1/ preliminary data
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Table AlZc. Bulgaria: Average Monthly Earnings Public and Privatc Scctor, 1999-200]1

1999 2000 2001 1/ 2000 2001 2000 2001
{Percent change, {Poreent change,
(Inlevs) deflated by CIL) deflated by PPI)

Total 201 225 248 1.2 28 -4.7 2.9
Agriculture, hunting and forestry & Fishing 165 isl 197 -0.6 1.5 -6.3 1.4
Mining and quarrying of energy-producing materials 31e 385 412 12.5 -0.5 5.9 -0.5
Mining and quarrying, except energy producing materials

292 343 364 6.3 -13 0.l -1.3
Manufacture of food products, beverages and tobacco 203 219 237 -1.9 0.6 -1.6 (L5
Manufucture of textiles and wxtile preducts 132 147 16l 0.6 22 -53 2.1
Manufacture of leather and leather products 132 142 149 -2.5 =22 -8.2 -2.3
Manufacture of wood and woad products 137 153 172 1.2 4.4 4.7 43
Manufacture of pulp, paper ond paper pruducis; publishing and
printing, 207 233 259 22 3.3 -3.8 32
Manufacture of coke, refined petroleum products and nuclear fuel

451 540 582 1.8 0.2 4.1 0.1
Manuizeture of chemicals, chemical products and man-made [bres

287 318 333 0.2 -19 -5.6 240
Manufacture of rubber and plastic products 191 196 209 -6.6 -1.4 -12.1 -1.1
Manufacture of uther non-metallic mineral products 231 247 272 -3.0 24 -8.6 23
Manulzeture of basic metals and fabricated metal products 264 293 302 0.3 -4.0 5.5 4.0
Manufzeture of machinery and cquipment n.e.c. 206 232 254 2.1 1.8 -3.8 1.7
Manufaciure of electrical and aptical equipment 193 221 237 3.7 -0.3 -2.3 -0.4
Manufacture of (ransporl cquipment 236 256 254 -1.7 -1.9 -1.4 219
Manulacturing n.c.c. 144 153 167 -1.4 1.8 -7.1 1.8
Electricity, gas and waler supply 106 412 442 -8.1 -0.1 -135 -0.1
Construction 203 204 213 -8.0 -3.0 -14.3 -3.1
Wholesalc and retail trade, repair of motor vehicles, motorcycles and
personal and household woods 151 158 191 53 12.7 -10.7 126
Hotels and restaurants 147 140 210 -13.6 39.7 -18.6 39.6
Transport, storage and communicalion 249 271 2492 -1.4 0.2 7.2 02
Financial intermediation 361 442 494 10.9 4.1 4.5 4.0
Rcal estate, renting and business activiliey 180 213 257 6.9 12,5 07 124
Public administration and defence; corapulsory social security 243 305 332 s
Educatian 171 213 232 12.8 1.2 6.2 1.1
Health and social work 156 190 218 10.4 6.6 39 6.9
Other sommunity, social and personal service uclivities 147 187 206 15.3 2.7 8.6 27

Sources: National Statistical Tnstitute; and Fund staff calculations.

1/ preliminary data
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Table A13, Bulgaria: Labour Force, Employment, and Unemployment, 1994-2001

1994 1995 1996 1997 1998 1999 2000 2001
(Tn thousands)
Population 8,427.4 8,384.7 8.340.9 8,283.2 8,230.4 8,190.9 8,148.9 7,952.0
Total labour force 1/ 3,608.9 3,5523 3,576.2 35642 3,476.8 33879 3,272.2 3,264.7
Activily rate (in pereent) 2/ 524 515 51.8 51.6 50.4 492 47.5 48.1
Employment 1/ 2,868.7 30315 3,085.4 3.030.1 2,920.7 2,811.0 27355 2,628.2
Public 2,130.5 2,152.7 2,070.7 1,858.7 1,641.4 1,446.5 1,277.0 1,037.4
Private 732.5 872.6 1,010.1 1,159.0 1,272.9 1,354.6 1,445.1 1,584.9
Unknown 5.8 6.2 4.7 12.3 0.4 9.9 13.4 5.9
Share of total employment
{in percent)
Public 74.3 71.0 67.1 61.3 56.2 51.5 46.7 395
Private 255 28.8 327 38.2 43.6 482 52.8 60.3
Unknown 02 0.2 0.2 0.4 0.2 04 0.5 0.2
Unemployed persons 1/ 740.2 520.8 490.8 534.1 556.1 576.9 536.7 636.5
Unemployment rate
(in percent) 1/ 20.5 14.7 13.7 15.0 16.0 17.0 16.4 19.5
Registered unemployed 3/ 488.4 423.8 478.8 5235 465.2 610.6 682.8 662.3
Official unemployment rate
(in percent) 3/ 12.8 11.1 12.5 13.7 12.2 16.0 17.9 17.3
Unemployment beneficiaries 3/ 167.3 138.9 178.0 157.7 1363 178.4 196.9 160.6
(in percent) 4.5 39 5.0 4.4 39 5.3 6.0 49
{Percent change)
Population -0.5 -0.5 -0.5 -0.7 -0.6 -0.5 -0.5 -2.4
Labor force -5.3 -1.6 0.7 -0.3 -2.5 -2.6 -3.4 -0.2
Employment -4.2 57 1.8 -1.8 -3.6 -3.8 -2.7 -3.9
Of which :
Private 9.1 19.1 15.8 14.7 9.8 6.4 6.7 9.7

Sources: National Statistical Tnstitute; and National Employment Service.

1/ Data are from the Labour force survey, conducted for the first time in September 1993.

Data refers to September 1993, October 1994, October 1995, November 1996, November 1997, November 1998, November 1999,

and December 2000.

2/ Labour force as a proportion of the working age population (age 15 to 64).

3/ End of period.
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Tablc Al4. Bulgaria: Price Indices of Food, Non-Food, and Services, 1997-2002

(1995=100)
Food Maonthly Change Non-Food — Monthly Change Services Monthly Change
Price Index {In percent} Brice Index {In percent) Brice Index {ln percent)
1997 January 7213 343 04.7 473 &09.5 36.4
February 2,713.7 276.2 2,541.5 2607 1,079 77.2
March 2,708.7 -0.2 1,617.5 30 2,022.4 87.3
April 26174 -34 2,464.9 5.6 2,546.0 259
May 2,670.2 8 2,460.6 -0.4 2,680.9 53
Tune 2,669.6 0.8 2,505.6 ¥ 2,806.6 47
Tuly 2.747.5 9 2,555.2 2.0 2,860.3 19
August 2,935.6 6.8 26783 4.8 29347 26
September 3,029.1 32 2,757.3 2.9 3,117.4 6.2
Ocioher 3,030.9 0.1 2,781.4 0.8 31780 19
Wavernher 3.047.0 n.3 28169 1.3 32249 1.5
Denember 3,042.7 -0.1 2,822.1 u.2 3,260.3 1.1
1998 January 31521 16 2,803.3 -0.7 33244 2.0
Fubruary 3,1987 1.3 2,804.6 0.0 3.418.4 2.4
March 31896 -0.1 2,743.0 -1.1 35010 2.4
April 3,192.0 0.1 2,779.5 0.2 3,5547 15
May 3,076.2 -6 2,719.4 0.0 36018 1.3
June 2,870.1 -6.7 27546 (19 36154 1.2
July 28039 =23 2,743 -02 37357 2.5
August 2,775.7 -1.8 2,766.4 0.6 3,847.7 kR
September 2,859.4 kR 2,838.4 2.6 4,029.0 4.7
Getober 28554 -0.1 2,830.1 -03 4,097.0 17
November 2,815.7 -1.4 2,8303 0.0 4,121.0 0.6
December 2,835.2 0.7 22,8299 0.0 4,134.1 03
1999 January 2.880.3 1.6 2,844.4 .5 4,423.0 140
February 2,830.9 -1.7 2,8294 0.5 44633 09
March 2,768.5 -2.2 24134 0.6 4,457.4 0.8
April 2,711.2 -2.1 28288 0.5 4,525.7 0.6
May 2,650.6 =22 72,8312 0.1 45332 .2
June 2,565.3 -2.1 28278 0.2 4,548.8 03
July 26737 3.0 2,896.6 24 4,805.0 57
August 2,678.3 0.2 2,931.8 1.2 4,847.8 0.9
Seplember 2,734.1 21 2.035.6 0.8 49116 13
Oclober 2,776.9 L& 2.935.0 0.0 4,999.4 18
Nuovember 27958 07 2,966.4 0.4 5,009.9 a2
Deeember 2.865.1 2.5 2,976.7 0.3 5,039.2 a6
2000 January 2,956.1 32 29854 0.3 5,232.7 3.8
February 3,008.2 18 2,999.0 0.3 5,270.8 07
March 2,961.5 -1.6 3,021.0 0.7 5,300.6 0.6
April 2,889.2 -2.4 3,014.3 -0.2 53164 0.3
May 22,8688 -0.7 3,052.1 1.2 53308 0.3
June 2,868.9 0.0 3,069.4 0.6 5,345.0 0.3
July 2,908.5 1.4 3,059.8 -0.3 3,373.0 0.5
Aupust 3,067.2 3.3 3,069.1 03 5,479.2 2.0
September 3,142.9 2.5 3,140.2 23 5,572.1 1.7
Gctober 31845 i3 3,175.7 Ll 5,628 1.0
November 31891 0.1 3,202.0 g 5,730.3 18
December 32310 13 3,185.0 0.3 3,724.6 0.1
2001 January 3.253.3 0.7 3.186.0 0.0 3,791.6 12
February 3,244 4 -0.3 32114 0E 5,842.6 0.9
March 32368 -0.2 3,213.2 01 53,8724 0.5
April 32107 -0.8 3,242.1 0.9 58335 0.3
May 3,193.8 -0.3 32586 0.4 58018 0.7
JTune 3,183.9 -0.3 3,250.0 .2 5,918.6 0.5
July 3,150.3 -1 32783 0.9 5,925.8 0.1
Augusl 3,127.0 -0.7 3545.0 2.0 5,937.4 0.2
Seplember 3,196.1 2.2 3,377 1.0 5,945.2 0.1
Qctober 3,222.0 0.8 3.365.5 0.4 6,202.1 58
November 3,235.5 04 33628 -1 6,302.7 0.2
December 3,317.1 2.5 33627 0.0 6,189.0 -1.8
002 January 3414.6 2.9 3.450.1 2 65,146.0 25
February 34476 1.0 15R68 4.0 6,376.8 0.5
March 34544 .2 36688 2.3 6,393.6 0.3
Aprl 34253 -0.8 3.694.0 0.7 54123 0.3
May 3,266.5 -4.6 3,682.9 -0.3 56,4379 0.4

Source: National Statistical Institule.
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Table A15. Bulgaria: Producer and Censumer Price Indices, 1998-2002

{ 1995 = 100}
Consumer Monthly Change  12-menth Change Producer Monthly Change  12-month Change
Price Index in Percent in 'ercent Price Index 1/ in Percent in Percent
1998
January 3,006.1 2.1 344.1 2,870.7 -0.3 2727
February 3,107.9 1.3 13 2,959.8 31 421
March 3112.6 0.2 22.1 2,926.9 -1 159.6
April 3,126.2 0.4 231 29198 0.4 187
May 31,0741 -1.7 18.8 2,945.6 0.2 163
June 2,965.7 3.5 13.0 29395 -0.2 128
July 29443 0.7 9.5 29142 -0.9 18
August 2,953.4 (1) 4.1 29367 08 35
September 3,048.6 32 35 29454 0.3 2.2
Octoher 3,058.3 3 3.0 2,919.8 0.9 1.0
November 3,041.9 -0.5 1.4 28178 -0 1.0
December 3.0545 0.4 1.6 2,903 -0.5 0.8
1999
January 3,126.4 24 1.9 28811 -0.8 0.4
February 3,105.8 -0.7 -0.1 1,867.0 0.5 3.1
March 1,075.5 -1.0 -12 2,842.0 -0.9 2.9
April 30502 0.6 22 2.856.4 0.5 AR
May 3,029.0 -0.9 -1.5 29121 2.0 -1.1
June 30015 0.4 1.2 29273 0.5 0.4
July 3,103.0 3.4 54 2,971.6 1.5 20
August 3,126.0 0.7 58 3,089.7 44 53
Septernber 31731 1.5 4.1 31229 1.1 6.0
October 3,200.5 L 49 31421 0.6 7.6
November 3,224.0 0.5 6.0 32046 2.0 9.8
Diecember 3,267.1 L3 7.0 3,267.7 0 125
2000
January 3,345.8 2.4 7.0 3,2953 0.8 14.4
February 33813 1.1 8.9 33340 1.2 16.3
March 3,372.0 -0.3 v.6 34202 2.6 0.3
April 33372 -1.0 9.2 31,3821 -1 154
May 3,341.6 0.1 103 3,4653 2.5 19.0
June 3,349.8 02 1.6 3,461.0 -0.1 18.2
Tuly 33705 0.6 26 3,512.0 1.5 18.2
August 3,470.8 o 1.0 35469 1.0 14.8
September 3,548.9 2.2 118 3,644.7 28 18.7
October 3,561.8 1.2 1.9 3,720.8 21 18.4
MNovember 3,6193 08 12.3 3.744.2 0.6 16.8
December 3,633.0 04 113 3,7289 -0.4 141
2001
January 3,657.4 0.6 9.3 3.665.1 -7 1.z
Felrruary 3,660.5 0.3 8.5 3,662.8 -0.1 u.4
March 36714 01 89 1,673.6 3 7.4
April 3,664.7 -0.2 9.8 31,7041 0.8 8.5
May 3,666.9 0.1 9.7 3,698.7 -0 6.7
June 3,664.0 -0.1 9.4 3,716.2 0.3 7.2
July 3,657.0 -0.2 8.5 3,701.2 -0.2 5.4
Aungust 3,668.4 0.3 5.7 3,607.5 -0.1 4.2
September 37149 1.3 4.7 37311 0.9 2.4
Qctober 3,778.7 1.7 52 3,6037 -LG -0.7
November © 3,787 02 4.6 3,663.5 -0.8 -2.2
December 31,8103 0.6 4.8 31,604.8 -1.6 3.3
2002
January 39129 27 7.0 3,620.4 0.4 -1.2
Fehruary 3,976.6 1.6 8.4 3,667.8 1.3 0.1
March 4,007.6 08 a2 3,598.8 08 o7
April 4,003.0 0.1 9.2 3,763.3 1.7 1.6
May 39199 -2 6.9

Source: National Statistical Institute.

1/ Since January 1998 Mational Statistical Institute has changed the PPT methodelogy. A Laspeyres formula
is used where: (1) the base price is the average price in 1995; and (2) price changes are weighted with the annual sales
structure in '1995. Indexes for 1996 and 1997 have been recalculated according to the new methedology,



Table Al6. Bulgaria: Estimated Private Sector Share in GDP in Selected Transition Economies, 1992-2001

1992 19493 1994 1995 1996 1997 1998 1999 2000 2001
Est.

Private sector share (in percent)
Buigaria 1/ 26 35 39 48 52 57 37 57 70 72
Croatia 25 30 35 40 50 55 35 60 60 60
Czech Republic 2/ 28 45 61 67 72 76 78 77 80 80
Hungary 40 50 55 60 70 75 80 80 80 20
Poland 45 50 55 60 60 65 65 65 70 75
Romania 25 35 40 45 55 60 60 60 60 65
Slovak Republic 3/ 30 45 55 60 70 75 75 75 30 80
Slovenia 20 25 30 45 45 50 50 55 65 65

Sources: EBRD Transition Report 2001; Bulgaria's NSIL

1/ According to Revised National Classification of Economic Activities from 1996. The change in definition resulted in a step increase
of 3.5 percentage points in the share in GDP in that year.

2/ Shares in GDP ¢stimates are for the "non-state sector”; private sector employment includes enterprises with mixed ownership.

3/ Share in GDP estimats are for the "non-state” sector. Before 1994, firms with mixed ownership were excluded from the definition
of the private sector. Since 1994, such firms were included in the definition of the private sector.
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Table A17. Bulgaria: Financial Performance of Statc-Owned Enterprises, 1992-2000

1992 1593 1994 1995 1996 1997 1998 1599 2000

(In millions of leva)

Revenues 306.4 360.2 643.0 912.1 2,199.1 16,2696 15,1033 15,2431 12,888.7
Operational 288.6 339.1 596.0 867.4 1,979.2 14,5109 13,7504 13,8720 11,4254
Financial 82 85 26.2 21.4 176.5 1,422 9 §09.4 5022 1,1852
Extraordinary 9.6 12.7 20.8 233 43.0 3358 5345 B6R.8 278.1

Expenditures 314.7 3913 644.1 9145 21067 149171 147655 15,7240 11,9735
Operational 265.9 3357 538.7 809.2 1,761.3 11,9739 13,0476 13,4890 10,871.9
Financial 359 433 805 65.9 2744 224835 940.2 1,252.5 757.8

Interest paid on credits 29.9 36.9 447 48.7 81.8 279.0 2428 197.7 136.5
Extraordinary 8.0 12.2 25.0 39.4 7.0 692.7 7777 982.3 3438

Operational surplus 187 33 57.3 38.2 217.9 2,535.0 711.8 383.0 5535

Net financial revenues -27.6 -34.8 -54.2 -44.5 -97.5 -825.6 -130.8 -750.3 4274

Net extraordinary 0.7 0.4 -4.1 -16.1 -28.0 -356.8 -243.1 -113.6 -65.7

Net revenues -83 311 -1l 24 924 1,35235 3379 -480.9 915.2

Total losses -24.7 -40.9 -38.9 -49.4 -123.6 -488.9 <1837 -1,424.9 -633.4

Total profits 16.4 9.8 37.8 47.0 215.9 1,841.4 1,091.5 044.0 1,548.6

(In percent of GDP)}

Revenue 152.6 120.5 123.1 103.6 125.8 95.1 70.0 66.9 482
Operational 143.7 113.4 114.1 98.5 113.2 B4.8 63.8 60.9 427
Finarcial 4.1 28 5.0 2.4 10.1 8.3 38 2.2 4.4
Extraordinary 4.8 4.2 4.0 2.6 2.5 2.0 2.5 38 1.0

Expenditures 156.7 130.9 1233 103.% 120.5 87.2 63.4 69.0 44.8
Operatonal 134.4 112.3 103.2 91.9 100.7 70.0 60.5 59.2 40.6
Financial 17.9 14.5 15.4 7.5 157 13.1 4.4 5.5 2.8
Extraordinary 4.4 4.1 4.8 4.5 4.1 4.0 36 43 L3

Operational surplus 9.3 1.1 11.0 6.6 12.5 14.8 33 1.7 2.1

Net finaneial revenues -13.8 -11.7 -10.4 -5.1 -5.6 -4.8 -0.6 -33 1.6

Net extraordinary revenues 03 0.1 -0.8 -1.8 -1.6 -2.1 -1.1 -0.5 -0.2

Net revenues -4.1 -10.4 -0.2 -0.3 53 79 1.6 -2.1 34

Total losses -12.3 -13.7 -7.4 -5.6 -7.1 29 -3.5 -6.3 24

Total profits 8.2 33 7.2 53 12.3 10.8 5.1 4.1 5.8

Memorandum item:
GDP (million leva) 200.8 208.9 5322.2 880.3 1,7487 17,1034 21,577.0 22,7764 26,752.8

Sources: National Statistical Institute and Mimisiry of Finance.
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Table A18. Bulgaria: Bank and Nonbank Liabilities of State-Owned Enterprises, 1992-2000
1992 1993 1994 1595 1996 1997 1/ 1998 1/ 1994 1/ 2000 1/
{Change from previous year, in millions of leva)
Total change in liabilitics a7.2 60.6 131.8 134.5 1,118.9 56016 147.5 -390 -1,040.0
{in percent of GDIY) 335 203 25.1 15.3 64.0 328 0.7 .17 3.8
Changes in bank credit 21.9 3.7 48.8 352 411.7 2,173.0 -104.2 -770.3 -652.4
(in percent of GDP) 10,9 10.6 9.3 4.0 235 12.7 -0.5 -34 -2.4
(in percent of bank liabilitics) 238 256 28.3 16.% 66,4 778 -3.9 -4{:.2 -51.5
Short-term loans 14.4 14.6 17.6 11.1 104.1 494.0 -141.1 56.8 S268.0
Of which: Arrears 6.1 7.1 -2.4 15.0 53.4 449 =141 495 <233
Long-term loans 1.5 17.0 8.8 -16.5 137.8 750.0 256.8 115.7 -384.4
(f which: Arrears 2.1 7.2 117 0.1 315 1237 204.1 -314.0 939
Other loans 224 40.6 169.8 928.9 -219.1 -160.6 983
Total change in arrears to banks 8.3 14.3 -14.1 17.8 98.4 170.6 190.0 -264.5 -35.2
(in percent of bank credit) 9.0 1.5 -8.2 8.6 159 6.1 7.1 -13.8 2.8
Total change in nonbani liabilities 453 28.8 83.0 99.3 822.0 3,428.7 251.7 -403.7 4859
(in percent of GDP) 22.6 9.6 158 11.3 47.0 20.0 1.2 -1.% -1.8
(in percent of nonbank liabilities) 39.1 199 36.4 30.4 79.5 76.8 5.3 -9.4 -12.7
Supplicrs 9.9 1.9 275 296 335.0 1,161.0 87.7 -56.0 -462.2
Personnel 1.6 37 3.4 1.7 292 151.0 2.6 4.4 38.6
Taxes 8.5 6.8 27.7 24.7 133.4 748.1 386.5 -345.9 -220.4
Pensians 3.3 29 34 6.9 252 884 839 54.9 -93.6
Other 2240 10.6 21.0 365 2992 1,280.2 -308.9 -61.1 251.8
Total stocks 208.1 268.7 400.5 535.0 1,653.9 7,253.5 7,403.1 70113 59713
(in percent of GDP) 103.6 §9.9 76.2 60.8 94.6 424 343 0.8 223
Bank credit 92.1 123.9 172.7 2079 619.6 2,792.6 2,688.4 1,918.1 1,265.7
(in percent of GDP} 459 41.5 329 23.6 354 16.3 12.5 8.4 4.7
(in percent of total stocks) 443 46,1 43.1 389 375 38.5 163 27.4 21.2
Shert-term loans 41.6 56.3 739 §5.0 189.1 683.1 542.0 598.8 3308
Of which: Arrears 8.0 15.0 12.6 306 84.0 128.9 114.8 1643 135.0
Long-term loans 50.5 07.3 76.3 59.8 197.6 947.6 1,203.6 1,319.3 9349
Of which: Arrears 14.1 214 9.7 9.6 41.1 166.8 3709 56.9 47.0
Other loans 0.1 22.3 63.1 2329 1,161.8 942 8 782.2 880.5
Total arrcars 22.1 36.4 223 40.1 125.1 295.7 485.7 221.2 186.0
(in percent of bank credit) 24.0 29.4 12.9 19.3 20.2 10.6 18.1 11.5 14.7
Liabilitics to non-bunks 116.0 144.7 22738 3271 1,034.2 4,462 9 4,714.7 4,311.0 3,825.1
(in pereent of GDP) 57.8 484 433 37.2 59.1 26.1 219 18.9 14,3
(in percent of total stocks) 55.7 53.9 56.9 611 62.5 61.5 63.7 61.5 64.1
Suppliers 40.5 45.4 72.9 102.5 406.0 1,567.0 1,654.8 1,598.8 1,136.6
Personnel 5.8 9.4 12.8 14.5 395 19015 163.0 157.4 236.0
Taxes 15.7 22.5 50.2 74.9 182.0 930.1 1,316.6 970.7 7503
Pensions 5.0 1.8 11.2 18.1 37.0 1254 209.3 264.2 170.6
Other 49.0 39.6 80.7 117.1 369.7 1,649.9 1,31.0 1,279.9 1,531.7
Memorandurn items:
Credit to SOEs 139.0 203.3 346.5 329.3 1,077.4 1,2541 945.6
(in percent of GDP) 69.2 68.0 659 374 61.6 7.3 4.4
Total lov credit 78.0 112.3 149.0 189.2 186.5 470.4 3249
Lev credit 73.9 757 111.7 97.6 95.2 3362 299.9
Lev bad [oan bonds 4.1 36.6 3172 91.6 91.3 134,2 25.0
Total FX credit 61.0 91.1 197.5 140.1 5987 22802 1,855.2
FX credit 61.0 91.1 78.2 714 429.7 917.8 645.7
FX bad loan bonds 179.4 068.7 169.0 1,362.4 1,209.5
Total FX credit (in US$ billion) 2.5 2.8 3.0 2.0 3.4 1.4 1.0
GDP (In billions of leva} 200.8 298.9 525.6 880.3 1,748.7 17,103.4 21,5770 22.776.4 26,752.8

Sources: National Statistical Institute; Ministry of Finance; and Bulgarian National Bank.

1/ Excluding agriculture.
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Table A19. Bulgaria: State-Owned Enterprises Profitability
and Profit Categorics, 1993-1999

1993 1994 1995 1996 1997 1998 1999

Total number of enterprises 1/ 5,119 5,490 5,030 5,492 4.034 2,408 2,274
Group I

Number 117 1,063 3 74 127 46 31

Share in Tolal, in pereent 23 19.4 1.6 1.3 3l 1.9 1.4
Group [1

Number 2,108 2,247 1,525 1,384 1,376 823 743

Share in Total, in percent 41.2 40.9 27.1 252 34.1 34.2 2.7
Group 1T

Number 766 894 2,754 2,276 1,448 756 737

Share in Total, in percent 15.0 16.3 48.9 41.4 35.9 314 324

Subtotal: Groups I - 11T

Nurober 2,991 4,206 4,368 3,734 2,051 1,625 1,511

Share in Tolal, in pereent 384 76.6 77.6 08.0 73.2 67.5 66.4
Group IV

Number 329 394 353 505 36 176 163

Share in T'olal, in percent 6.4 7.2 6.3 9.2 1.4 7.3 7.2
Group vV

Number 799 B0 509 1,253 1,027 607 600

Share in Total, in percent 15.6 16.2 16.2 22.8 25.5 252 26.4

Sources: National Stalistical Institate and Ministry of Finance.
1/ Excluding agriculture,

Group l:  Enterprise whose current revenues do not meet curcent expenditures an material inputs.

Group IT: - Enterprises that meet the cost of material inputs but nothing clsc.

Group 111: Enterprizes that meet the costs of material inputs and wages, but not non-operational expenditure.
Group I'V: Enterprises that meet all costs excluding depreciation.

Group V: Enteprises that meet all costs.



Table A20. Bulgaria: Share of the 100 Largest Loss-Making State-Owned Enterprises
in all State-Owned Enterprises, 1999-2000 1/

1999 2000
100 Largest All other Largest loss-making 100 Largest All other Largeat loss-making
loss-making SOFs S0OEs SOEz az percentage luss-making S0Es SOEs SOEs as percentage
in millions of leva in millions uf leva of all 3OEs in milliens of leva in millicns of leva of all 80Es
Revenue 5,772.2 15.243.0 ErR) 2,884.7 12,888.7 274
Operational 5.072.5 F3,R72.40 366 2.521.0 11,4154 221
Financial 2217 5022 453 261.1 11852 2.0
Exiraordinary 472.00 RaR.E 343 102.6 278.1 359
Expenditures 7.128.5 15,7240 453 3,479, 11,8715 201
Operational 54256 13,4890 40.2 28618 10,8719 26.2
Finaneial ¥63.0 1,252.5 63.9 432.9 7578 571
Extracrdinary R39.9 982.5 855 184.4 3438 536
Operaticnal surplus -353.1 3830 -92.2 -340.8 533.5 -61.6
Net financial reventes 6353 “750.3 84.7 -171.8 4274 4.2
Net extraordinary revenues 3679 -la7 323.6 -BLR 657 124.5
Net profils -1,356.2 -481.0 -504.4 05.2
Total nonbank habilites 2,395.6 43118 55.6 1.522.1 3.825.2 398
Suppliers 1.000.4 1,598.8 626 453.0 1,136.6 309
Personnel 55.4 197.4 33,1 7%.3 260 321
Budget 2/ 638.9 G970 ] 306 7503 414
Orther 3/ 5909 15441 447 6823 1,702.3 401

Sources: National Statistical Insiifute and Ministry of Fmance.
1/ The 100 lurgest loss-making SOEs include enterprises under [solation Program.
2/ Excludes ZUNK credits transferred from banks to the budget.
3/ This represents a composite grouping of several categories including monev received fiom customers in advance but not recoghized as revenuc for the year under

review, and interest acorued but not actuaily paid ta deposit money banks,
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Table A21. Bulgaria: Privatization of State-Owned Enterprises, 1993-2002

1983 1594 1995 1996 1897 1998 1999 2000 2001 2002 v/
Number of Privatization transactions 2/
In the state sector 63 162 318 513 584 1089 1211 589 230 60
Of which:
Privatization agency 11 36 68 147 83 176 230 92 82 34
Ministries/Committees 52 126 250 366 501 913 ag1 497 148 26
Privatization proceeds (US$ million) 3/ 722 2328 1819 418.8 607.6 6131  1,152.9 440.6 1784 84.7
Of which:
Puyments contracted 442 1443 1137 187.0 571.4 568.4 654.2 395.8 1754 84.7
Corporate Liabilities assumed 12.7 33.0 57.6 2183 35.0 44.7 4882 44.8 3.0 0.0
Corporate Liabilities paid 152 556 10.7 13.5 1.1 0.0 0.5 0.0 0.0 0.0
Long-term assels povatized (billion leva) 4/ 2.1 9.5 62 237 106.5 264 98.4 257 5.6 1.9
By privatization agency 1.9 8.5 25 20.4 138 102 B1.1 135 35 1.0
By Ministries/Committecs 03 Q.9 33 33 8.2 15.8 17.3 12.2 2.1 0.9
By Center for Mass Privatization 5/ 0.0 0.0 0.0 0.0 84.6 0.0 0.0 0.0 0.0 0.0
Long-termm assels privatized (percent of total) 6/ 04 1.6 1.1 4.1 184 4.5 17.0 4.4 1.0 03
By privatization agency 0.3 1.5 0.5 3.5 24 1.8 14.0 23 0.6 0.2
By Ministries/Committees 0.0 0.2 0.6 0.6 14 27 30 2.1 ¢4 0.1
By Center for Mass Privatization 5/ 0.0 0.0 0.0 0.0 14.6 0.0 0.0 0.0 0.0 0.0

Source: Privatization Agency.

1/ Through March 31, 2042

2/ Includes privatization of whole enterprises and of parts of enterprises.
3/ Includes cash payments contracted and debt instruments.

4/ At end-1995 accounting valuation.
5/ Voucher privatization.

6/ Percent of total state owned assets of 580 billion leva al end-1995 accounting valuation.
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Table A22. Bulgaria: General Government, 1993-2001 1/

1993 1994 1995 1996 1997 1998 1999 2000 2001
(Tev millions of leva)
Total revenue 2/ 1113 209.9 314.1 558.4 5,352.8 85145 9,200.8 10,3628 [1,162.8
Ol which: Tux revenue 86.5 167.1 257.9 464.6 4,546.8 6,676.7 6,991.8 8,004.9 8,515.8
BNB transfers 9.5 200 15.9 224 34.0 6.2 85.7 136.7 174.6
Total expenditure 2/ 143.8 240.1 363.7 740.1 35,7756 8,290.6 94234 10,632.0 11,4219
Of which: Current non-interest 115.8 169.3 2395 3959 4,421.0 73352 8,525.3 9.548.6 10,316.2
Interest 27.9 70.9 124.1 3442 1,354.6 955.4 898.1 1,083.3 1,105.7
External 3 6.6 24.6 47.5 4188 692.2 690.2 8182 852.6
Domeslic 4.8 64.3 99.5 296.7 9358 263.2 207.9 265.2 253.1
Primary balance -4.6 40.7 74.6 162.5 931.8 1,179.3 675.4 814.1 846.6
Primary balance excluding BNB transfers -14.1 20.7 587 140.1 §97.8 1,173.1 585.7 677.5 6720
Overall balance -32.6 -30.2 -49.6 -181.7 -422.8 2239 -222.7 -269.2 -259.1
Financing 32.6 30.2 49.6 181.7 422 8 -2239 2227 269.2 259.1
External financing (net} -3.7 -2.8 -11.7 -50.1 -129.8 -144.9 283.0 -404 4 -95.8
Domestic financing (net) 363 32.9 61.3 231.8 13.2 -438.2 -583.3 328.1 -505.6
Banking system 32.8 22.0 429 2123 279 -394.7
Nonbank 35 39 18.4 19.5 -14.7 -43.5
Privatization 3394 359.2 5229 3455 180.8
GSM license and BCC divident (net} 079.7
(In percent of GDP)
Total revenue 2/ 372 39.9 357 31.7 307 38.0 8.7 38.7 77
Of which: Tax revenue 28.9 318 29.3 264 26.1 29.8 294 299 28.8
Total expenditure 2/ 48.1 457 413 42.0 331 370 396 35.7 386
Of which: Current non-interest IR7 3z2 272 225 254 327 358 357 4.8
Inierest 9.3 13.5 14.1 19.5 7.8 43 3.8 4.0 37
External 1.0 1.3 2.8 2.7 24 3.1 29 31 19
Domestic 83 122 11.3 16.8 5.4 1.2 0.8 10 0.9
Primary balance -1.5 7.7 8.5 92 53 53 2.8 3.0 29
Primary balance excluding BNB transfers 4.7 39 6.7 8.0 5.2 5.2 2.5 25 23
Qverall balance -10.9 -5.7 =56 -10.3 -2.4 1.0 -0.9 -1.0 -0.9
Financing 10.9 57 5.6 10.3 24 -1.0 0.8 1.0 1R
External financing (net} -1.2 0.5 -1.3 -2.8 -0.7 -0.6 1.2 -1.3 -0.3
Domestic financing {net) i2.1 6.3 7.0 132 0.1 -2.0 2.5 1.2 -1.7
Banking system 11.0 5.5 4.9 121 0.3 -1.8 2.5 1.2 -1.7
MNonbank 1.2 0.7 2.1 1.1 -0.2 -0.2
Privatization 3.1 1.6 22 1.3 0.6
GSM license and BCC divident {net) 23
Memorandum items
Government social insurance contributions 3/
{in millions of leva} 6.4 9.9 14.2 21.4 232.5 398.6 488.8 713.5 6747
(in percent of GDP} 2.2 1.9 1.6 1.2 1.3 18 2.1 2.7 23
Nominal GDP (in millions of Teva) 298.9 5256 §80.3 1,7612 17,4326 224211 23,7904 26,7528 29,618.1

Source: Bulgarian Ministry of Finance,

1/ Consolidated government from 1998 includes cxtrabudgetary accounts.
2/ Ex¢luding soctal insurance contributions paid by the general government on behalf of its employees.



Table A23. Bulgaria: General Government Revenue, 1993-2001 ¥/
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1993 1994 1995 1996 1957 1998 1999 2000 2001
{In millions of leva)

Total revenue 2/ 111.3 2099 314.1 558.4 53528 8.514.5 9,200.7 i0,351.6 11,1628
Tax revenue 2/ 86.5 167.1 257.9 464.6 4.546.8 6,676.7 6,991.8 7,993.7 8,515.8
Profit taxes 6.7 19.4 331 74.2 849.2 a857.0 747.8 736.0 1,150.3
Nonfinancial enterprises 59 18.9 29.7 62.2 754.8 675.3 635.5 618.7 8323
Financial enterprises 0.8 .5 34 12.0 94.4 181.7 1123 117.4 318.0
Income taxes 15.0 233 36.5 70.1 6799 1,022.9 1,055.8 1,098.0 1,062.8
VAT/turnover taxes 10.4 38.6 593 116.9 1,048.8 1,832.5 1,926.9 2,359.0 24544
Excise duties (inc.fuel fees) 11.3 18.0 23.2 26.4 362.1 674.2 691.2 1,037.7 1,106.8
Customs duties 9.1 14.8 214 38.2 363.6 443.0 258.6 220.7 195.4
Social insurance contribution: 30.1 40.8 69.8 121.7 1,176 .4 1,644.1 1,883.3 22303 2,310.2
Pension fund 257 40,0 59.5 108.3 1,059.8 1,486.1 1,562.9 1,628.6 1,658.9
Unemployment fund 4,4 6.8 10.3 134 116.6 158.0 147.9 151.0 162.1
Health Insurance fund 172.5 450.6 489.3
Other taxes 38 6.2 14.6 17.1 66.8 203.1 4283 312.0 2359
Nontax revenues 18.6 40.0 50.0 86.3 745.1 1,697.1 2,006.1 2,154.2 2,283.7
BNRB transfers 9.5 20.0 15.9 22.4 340 6.2 89.7 136.7 174.6
Other 9.2 20.0 341 63.9 711.1 1,690.9 1,916.4 2,017.5 2,109.2
Assistance . 00.9 140.6 202.9 203.7 3632

Extrabudgetary funds 2/ 6.2 2.8 6.1 7.5

{(Tn percent of GDP)

Total revenue 2/ 372 399 357 31.7 30.7 38.0 387 38.7 377
Tax revenue 2/ 289 31.8 29.3 264 26.1 208 29.4 299 28.8
Profit taxes 2.2 3.7 3.8 4.2 4.9 3.8 31 2.8 39
Nonfinancial enterprises 20 3.6 34 3.5 43 3.0 2.7 2.3 2.8
Financial enterprises 0.3 0.1 0.4 0.7 .5 0.8 0.5 0.4 1.1
Income taxes 5.0 4.4 4.1 4.0 39 4.6 4.4 4.1 36
VAT/urnover taxes 335 7.3 6.7 6.6 6.0 g2 8.1 8.8 8.3
Excise duties (inc.fuel foes) 38 3.4 2.6 1.5 2.1 3.0 2.9 3.9 3.7
Customs dutics 3.0 28 2.4 2.2 2.1 2.0 1.1 0.8 0.7
Social insurance contribution: 10.1 89 7.9 6.9 6.7 7.3 7.9 83 7.8
Pension fund 8.6 7.6 6.8 6.1 6.1 6.6 63 6.1 5.6
Unemployment fund 1.5 13 1.2 0.8 0.7 0.7 0.8 0.6 0.5
Health Insurance fund (.8 1.7 1.7
Other taxes 1.3 1.2 1.7 1.0 0.4 0.9 1.8 12 0.8
Nontax revenues 6.2 7.6 57 4.9 43 7.6 8.4 8.1 77
BNB transfers 3.2 38 1.8 1.3 0.2 0.0 0.4 0.5 0.6
Other 3.1 3.8 39 3.6 4.1 7.5 8.1 75 7.1
Asgsistance 0.3 0.6 0.9 0.8 1.2

Extrabudgetary funds 2.1 0.5 0.7 0.4

Source: Bulgarian Ministry of Finance.

1/ Consolidated government from 1998 inciudes extrabudgctary accounts.

2/ Bxeluding social insurance contributions paid by the general government on behalf of its employees.
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Table A24. Bulgaria; General Government Expenditure, 1993-2001 1/

1993 1994 1995 19%a 1997 1998 195¢ 2000 2001

{In millions of leva)

Total expenditure 2/ 143.8 240.1 363.7 740.1 5,775.6 8,290.6 5,423 .4 10,620.8 11,4219
Total non-interest expenditure 115.8 169.3 239.5 3959 4,421.0 73352 B.5253 9,537.5 10,316.2
Current non-inlerest expenditure 102.3 15610 2242 374.0 4,038.0 6,342,2 7,103.8 85,2754 §,999.9
Compensation 2/ 19.0 278 40.5 6l.1 6337 10753 1,208.4 1,283.4 1,195.9
Wages and salarics 18.2 26.5 39.6 59.5 618.6 1,052.1 1,182.3 1,255.5 1,158.7
Scholarships 0.8 1.1 0.8 1.6 15.1 232 26.1 279 37.2
Maintenance/operating 19.5 330 48.1 86.2 1,G674.8 1,525.8 1,79(.0 2,105.2 1,949.2
Defense/security 12.G 15.0 31.7 53.1 618.8 241.5 998.9 884.6 956.8
Subsidies 6.5 7.2 9.3 14.3 189.2 443.5 391.2 2953 292.1
Subsidies for health activitiss 416.7
Social expenditure 453 68.6 94.6 159.3 1,321.5 2,356.1 27153 3,707.0 4,189.1
Pensions 328 51.3 70.6 122.1 1,077.4 1,803.9 1,953.4 2,336.5 2,702.0
Assistance 9.6 13.5 18.1 283 3338 451.5 4912 6275 6485
EU financed assistance 442 16.5
Unemplayment 29 3.7 6.0 8.9 66.1 100.7 187.1 208.6 2092
Other social security expenditure 835 220.5 2253
Health Insurance fund 975 404.1
Extrabudgetary funds 7.8 3.3 5.3 9.3
Net lending 06.6 68.9 262.6 100.6 793
Capital expenditure (inc.state reserve 57 80 10,0 12.6 286.3 924.1 1,158.9 L16L.5 1,237.0
gain and natural disasters)

Tnterest 28.0 70.8 1242 3442 1,354.6 9554 898.1 1,083.3 1,105.7
External 3.1 6.6 24.6 47.5 418.8 692.2 6590.2 818.2 852.6
Domestic 24.8 64.3 99.5 296.7 935.8 263.2 207.9 265.2 253.1

{In percent of GDI)
Total expenditure 2/ 48.1 45.7 41.3 42.0 331 37.0 39.6 307 386

Total non-interest expenditure 38.8 322 27.2 225 254 2.7 358 357 34.8
Current non-interest expenditure 34.2 297 25.5 21.2 232 283 299 309 30.4

Compensation 2/ 6.4 53 4.6 33 36 4.8 5.1 4.8 4.0
Wages and salaries 6.1 5.0 4.5 34 3.5 4.7 5.0 4.7 39
Scholarships 03 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Maintenance/operating 6.5 6.4 5.5 4.9 6.2 6.8 7.5 7.9 6.6

Defense/security 4.0 3.6 36 3.0 35 4.2 4.2 33 32

Subsidies 22 1.4 1.1 0.8 1.1 2.0 1.6 1.1 1.0

Subsidies for health activities 14

Social expenditure 15.1 13.0 10.8 9.0 8.7 10,5 11.4 13.9 14.1
Pensions 11.0 9.8 8.0 6.9 6.2 8.0 8.2 9.5 a.1
Assistance 3.2 2.6 2.1 1.6 1.9 2.0 2.1 2.3 2.2
EU financed assistance 0.3 0.1
Unemployment 1.0 0.7 0.7 0.5 0.4 0.4 0.8 0.8 0.7
Other social security expenditure 04 0.8 0.8
Health Insurance fund 0.4 1.4

Extrabudgetary funds 26 1.0 0.6 0.5

Net lending 0.6 03 1.1 0.4 0.3

Capital expenditure (inc.slate reserve 1.9 1.5 1.1 0.7 1.6 4.1 4.5 43 4.2
gain and natural disasters)

Inlerest
External 04 13.5 14.1 19.5 78 4.3 3.8 4.0 3.7
Domestic 1.0 1.2 28 2.7 24 3.1 2.9 3.1 2.9
Domestic 8.3 12.2 11.3 16.8 54 1.2 .9 1.0 0.9

Source: Bulgarian Ministry of Finance.
17 Conselidated governrent from 1998 includes extrabudgetary accounts.
/ Excluding social insurance contributions paid by the general government on behalf of its employees.
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Table A25. Bulgaria: Summary of General Government Operations (GFS Definition}, [989-2001 1/

1989 1950 1991 1992 1993 1994 1995 1986 1997 1958 1959 2000 2/ 2001

prebiminary

(In millions of leva)

Total revenue and grants 26 27 59 84 114 228 345 644 6,181 8,342 9,056 10,362 11,359
Total revenue 26 27 59 B4 114 228 344 630 6,087 8215 8,364 10,162 11,036
Carrent revenue 25 26 59 84 114 223 342 628 5991 8,138 8,720 10,027 10,933
Tax revenue 21 20 51 66 87 171 263 472 4,757 6,540 6,949 8.003 8516
Nontax revenuc 3 6 8 18 27 52 78 156 1,234 1,592 1,772 2,021 2,417
{Capital revenue 1] 1 0 1] 1 5 3 2 96 77 144 135 163
Grunts 0 0 0 o ] 0 1 4 93 127 192 200 363
Total expendiiure and net lending 26 30 65 96 150 253 391 903 5817 7,759 8.746 10,260 10,771
Total expenditure 25 29 63 a5 148 256 390 901 6.240 8,055 9,016 10,532 11,343
Current expenditure 22 27 61 8G 141 245 72 872 571 7,196 7,964 9,370 10,106
OFf which: Interest expenses 1 2 9 14 29 77 129 353 1,440 953 893 1,083 1,106
Capital expenditure 2 1 3 6 7 11 19 29 528 359 1,052 1,162 1,237
Wet londing 1 1 2 0 2 -2 1 3 -423 -296 =270 =272 =571
Primary balance i -1 3 2 -7 52 83 94 1,804 1,536 1,203 1,185 1,733
Orverall balance 0 -4 -6 -12 =36 =25 -46 =270 363 583 310 102 628
Financing 0 4 6 12 36 25 46 270 =365 -583 =310 -102 -028
Net external financing -1 0 4 3 -3 8 -7 -33 57 -143 273 430 -122
Domestic inuncing 1 4 2 9 39 17 53 303 421 -435 -5R3 328 =506
(In percent of GDF)
Total revenue and grants 64.5 599 44.9 41.8 382 435 392 36.6 355 37.2 38.1 38.7 385
Taotal revenuc 64.5 59.9 448 43.2 38.2 43.5 39.1 358 349 36.6 373 38.0 373
Current revenue 64.4 58.0 44.7 43.2 38.0 42.5 388 35.7 344 363 36.7 37.5 36.9
Tax revenue 51.9 44.5 391 34.3 29.1 32.6 29.9 26.8 273 29.2 292 29.9 25.8
Nontax revenue 12.5 13.5 5.6 8.9 89 2.9 89 g9 71 7.1 74 7.6 82
Capital revenue 0.2 1.9 0.1 0.0 0.2 1.6 0.3 0.1 0.5 6.3 0.6 0.5 [EX]
Grants 0.0 0.0 0.1 0.0 0.0 0.0 0.1 0.2 0.5 0.6 0.8 0.7 1.2
Total expenditure and net lending &34 676 49.0 49.0 50.2 48.2 44,4 513 334 34.6 36.8 354 364
Total expenditure 62.3 64.4 47.9 49.0 49.5 48.6 443 511 358 359 379 39.4 383
Current expenditure 50.7 61.2 4359 458 47.3 46.6 422 495 32.8 321 335 35.0 341
Of which: Interest expenses 37 5.3 6.5 6.2 9.3 14.6 14.6 201 83 43 38 4.0 37
Capital expenditure 5.6 32 2.0 3] 22 20 2.1 1.6 30 3.8 4.4 4.3 4.2
Wet lending 31 iz 1.1 0.0 0.7 -0.4 0.1 0.1 =24 -13 -1.1 -1.0 -1.9
Primary balance 2.8 -2.5 23 1.2 -2.2 PR 9.4 5.3 0.4 6.4 5.1 4.4 5.9
Overall balance -0.9 =77 -42 -5.7 -12.0 -4.8 -5.2 -15.3 2.1 26 1.3 0.4 2.1
Finanging 09 .7 4.2 5.7 12.0 4.8 5.2 15.3 2.1 -2.6 -1.3 -0.4 -2.1
Net external financing -13 -0.8 2.8 1.4 -0.9 1.6 -0.8 -19 (0.3 -7 1.1 -1.6 -0.4
Dornestic financing 2.2 8.6 14 4.3 13.0 3 6.0 172 -2.4 -9 -25 12 -1.7

Sources: Government Finance Statistics; and Bulgarian Ministry of Financc.

1/ Data includes units of gonoral government presented in the table "Bulgaria 918 Units of General government” published in the IMF GFS Yearbook,
2/ 2000 GFS dats is revised. Social security contributions of Defence and Public Order and Safoty (218.3 min leva) are climinated in general povernment,
consolidated central government, central government and social security funds.
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Table A26. Bulgaria: Consolidated Central Government Revenue {GFS Definition), 1989-2001 1/

1289 1990 1991 1992 1993 19494 1995 19964 1947 1998 1999 20002/ 2001
preliminar
(In millians of leva}
Tuotal revenue and grants 213 227 499 718 L00.0 209.4 3155 5736 56021 7,530.6 82199 04823 10,2683
Total revenue 21.0 223 49.5 HE 999 2093 3146 5694 5558.0 73804 80152 92600 98743
Current revenue 20.9 214 46.4 71.5 99.6 204.8 3127 5682  5473.2 73186 7.B9L0 94,1553 9,805.9
Tax revenue 6.1 157 42.1 552 752 E57.0 2430 4244 43034 5826 1007 T 1408 7.683.1
Taxes on income and profits 7.3 6.4 18.9 151 126 2%.6 527 1977 L2220 L1047 L0286 10448 1,277.0
Individuals 0.0 0.0 0.0 33 0.4 1.7 18.2 351 340.0 514.4 548.3 573.8 340.7
Corporate 7.3 6.4 18.9 11.8 6.2 18.0 344 716 882.0 550.3 480.1 470.7 736.3
Gther oK 0.0 oEi 2.0 00 o0 0.0 04 0.0 w0 0.0 0.0 0.0
Social and health insurance cuninibutions 42 48 1.7 213 297 45.4 60.8 1182 L1714 16580 LR402 22419 24979
Eaployers 4.1 4.8 11.5 20.1 274 393 ig.e 1090 11468 L5317 13069 20058 1,627.1
Self-employed 0.0 4.0 0.2 0.8 13 33 4.6 4.3 224 41.6 882 1482 1890
Other 0.0 0.0 0.1 0.4 10 29 36 4.9 22 84.7 244.1 580 6818
Payroll taxes 0.1 0.1 1.0 30 43 6.4 9.4 124 i167 0o 0.0 0.0 0.0
Property taxes 0.0 0.0 0.0 0.0 0.0 0.4 0.5 0.1 0.0 0.0 0.0 0.1 0.1
Taxes on goods and services 42 kY] 8.4 10.2 182 517 &7.0 146.9 1,424.3 2.526.1 26342 35101 3.581.8
Tumnover taxes, VAT LB 1.6 3.7 51 09 393 629 1188 1,0500 §,8359 15265 23300 24544
Excises 2.5 22 4,7 3.1 113 18.4 24.1 28.0 374.3 674.1 6512 1,131.3 1,106.8
Other taxes on goods and services 0.0 0.0 0.0 0.0 a0 a0 1.0 0.0 16.0 162 198 193 0.6
Taxes on international trade 0.4 04 1.5 4.4 9.1 16.2 256 B2 3638 443.0 258.0 220.7 1954
lmport duties 03 0.4 1.0 35 73 12.4 16.5 29.1 3514 440.5 2585 220.6 1954
Fxport duties 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 12.2 2.5 0.1 0.l 0.0
Other taxes on international trade 0.0 0.0 0.5 0.8 14 37 62 9.1 0.0 0.0 0.0 0.0 0.0
Other taxes 0.0 0.1 Q.5 1.3 12 1.4 1.0 9 5.5 9.8 3354 1235 1310
Noniax revenue 43 5.7 73 16.3 4.5 47.8 69.6 1438 1,1698 14961 17903 20145 2,1223
Capital reverue 0.1 0.9 0.1 0.0 n3 4.5 2.0 1.2 849 al1.7 124.1 e 684
Granis 0.5 0.5 Q.5 02 0.1 ol 0.9 4.1 104.1 1503 204.8 2154 354.0
(In percent of GDP)
Total revenue and granis 4.5 599 44.9 357 334 39.8 35.8 326 325 336 36 354 M7
Total revenue 64.5 59.9 44.8 356 334 38 35.7 323 3y 328 337 346 1n3
Cutrent revenue 644 580 44.7 356 333 39.0 155 323 314 326 332 342 331
Tax revenue 519 44.5 391 275 25.1 29.9 27.6 24.1 247 26.0 25.6 267 259
Taxes on income and profits 28.2 231 209 7.5 432 56 6.0 6.1 7.0 4.9 4.3 35 4.3
Individuals 39 4.2 37 1.6 2.1 22 2.1 2.0 20 23 2.3 2.1 1.8
Corporate 134 14.0 13.9 5% 2.4 34 b 4.1 5.1 2.6 10 13 2.5
Other 54 49 33 0.0 6.0 0.0 0.0 0.0 0.0 0.0 .0 0.0 0.0
Social securty contobutions 16.5 107 8.7 10.6 99 8.6 T.0 6.7 6.7 T4 N 8.4 84
Employers 1035 10.6 8.5 10.0 9.2 7.5 6.7 62 6.6 a8 6.3 7.5 5.5
Self-employed 0.0 0.0 0.1 0.4 ¢4 0.6 0.5 0.2 G.1 0.2 0.4 0.6 0.6
Other 0.1 0.1 0.1 02 .3 0.5 0.4 0.3 0.0 0.4 1.0 0.3 23
Payroll taxcs 02 0.1 a7 135 1.4 1.2 1.1 0.7 0.7 [+RI] 0.0 0.0 a0
Property taxes 04 0.3 0.1 0.0 0.0 ol 0.1 9.0 0.0 0.0 0.4 0.0 a0
Taxes on goods and services 1.5 9.1 T2 3.1 6.1 11.0 9.9 83 82 1.3 11.1 131 12.1
Twmnover taxes, VAT 4.5 36 2.3 2.0 23 7.5 71 6.7 6.0 8.2 al 8.8 8.3
Excises 6.2 5.0 35 25 38 35 27 1.6 21 3.0 2.8 4.2 kN
Crther taxes on goods and services 08 0.5 1.0 0.0 0.6 0.0 Q.0 0.0 0. o1 0.1 0.1 a1
Taxes on iniciational trade 0y 09 11 22 3.0 31 28 22 21 2.0 L1 0.8 .7
Import duties 08 a9 0.8 1.8 2.6 24 22 17 2.0 2.0 1.1 bR a7
Export duties 0.0 a0 0.0 0.0 00 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0
(ther taxes on international trade 0.0 0.0 0.4 0.4 .5 0.7 o7 0.5 0.0 0.0 0.0 0.0 0.0
Other taxes 0.3 0.3 0.4 0.6 0.4 0.3 a1 0.k 0.0 0.4 1.4 .5 0.4
MNontax revenug 12.5 13.5 36 8.1 82 9.1 79 8.2 6.7 4,7 7.3 75 7.2
Capiral revenue 0.2 1.9 0.1 0.0 LA 0% 0.2 .1 0.5 03 0.5 .4 0.2
{irants 0.0 4.0 0.1 0.1 0.0 0.0 a1 0.2 0.6 0.7 0.9 0.8 1.3

Sources: Government Firance Staddsdes | and Bulgarian Ministry of Finance.

1/ Data includes units of general government presented in the table "Bulgaria 918 Units of General government" published in the IMF GFS Yearbook.

2/ 2000 GFS data is revised. Social security contributions of Defence and Public Order und Sufety (218.3 mla leva) are cluninated in general government,
consolidated central government, centrl povemment and social security funds,
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Table A27. Bulgaria: Consolidated Central Government Expenditure (GFS Definition), 1989-2001 [/

1989 1990 1991 1992 1993 1994 1595 1596 1997 199% 1999 2000 2/ 2001

preliminary
{In millions of leva)

Total expenditure by functions (exe. net lending) 207 250 543 8L6 133.% 2359 3606 BAD.6 57332 72276 81227 95500 10212.4
General public seevices 0.9 0.6 12 EN| 55 9.2 132 19.7 274 519.1 7233 318 673.0
Defense 1.9 1.9 4.5 6.5 8.5 14.3 22.8 41.4 460.3 580.4 681.2 644.3 622.1
Public order and salety 0.4 0.4 1.7 36 52 a1 15.6 242 279.5 4529 5328 509.2 5539
Education 0.6 0.6 22 32 4.3 7.9 143 286 e 39.1 3479 425.7 4356.1
Health 0.4 0.4 1B 3.0 4.5 6.6 12,1 231 3126.7 3416 409,49 524.1 984,9
Social scearity and webfare 4.5 35 18.2 276 44.2 66.0 9.3 1571 15523 23438 26891 34614 36221
Housing and other services 1.0 13 2.3 1.7 1.5 44 ERY 4.3 24.5 lig.1 108.8 134.0 192.8
Recreational and cultural services 0.s 0.4 0.8 11 1.4 2.5 4.1 6.1 62.4 104.0 141.6 1533 143.4
Fuel and eneruy 0.1 0.3 4.1 2.0 4.0 29 33 5.1 184.1 2799 1793 103.6 95.7
Agricullure, {orestry, (ishing, hunting 18 42 1.3 2.3 23 53 7.0 n.7 146.2 1436 147.9 165.3 202.4
Nonfuels mining and mineral 2.2 21 0.3 13 1.7 2.4 2.3 26 3.7 15.1 0.6 0.0 0.0
Transpor 2nd communications 06 0.7 08 2.1 4.7 3.1 10.3 13.4 167.1 329.5 3274 681.0 4889
Other ceonomic activities 1.5 3.0 23 0.6 11 1.3 25 4.5 413.5 196.5 1516 130.2 3052
Other (including nareral disaster and interest) 2.2 14 129 234 448 99.0 157.7 4088 1,441.5 14811 16653 19459 1.807.0

Tolal expenditure and net lending

by economic classilications 219 26.5 56.0 817 1361 2338 3617 8432 53088 69313 RETLY 93304 97124
Tolal expenditure 20.7 25.0 54.5 8l.e 1339 2359 0.6 B406 57332 722740 B,1227 85500 1021248

Current expenditure 19.5 243 534 787 1306 2298 347.0 #8183 52840 65802 72435 ¥,5313.3  9,1364
Wages and salaries 0.6 0.8 23 50 78 130 3.4 33.9 3471 6.3 644.9 FI08 7833
Operations and maintenante 6.3 8.1 15.1 18.9 24.7 423 619 1286 1,3995 16783  2,067.7 23631 2,088.4
Interest payments 1.5 2.4 8.8 13.9 9.2 764 1287 3533 1,4393 952.0 #9286 1,0733 10954
Subsidivs and ather current transfiers 11.2 13.0 72 410 68.9 974 131 3025 20981 33486 36383 45245 516D

Subsidics 39 6.5 4.9 40 8.8 31 168 107.0 2343 3927 8BS 2548 342.6

Transters to other levels of government 07 0.9 4.0 93 15.4 223 28.8 375 358.4 6383 722.1 763.2 630.3

Transfers to houscholds and NPOs 4.6 56 18.3 7.7 44.0 47.1 934 1578 14934 22922 25140 349015 394500

Transiers abroad 00 0.6 00 0.0 0.7 0.0 ¢.1 0.3 12.0 2353 137 152 30

Cupital expenditure 1.2 0.7 1.1 2.9 33 6.1 136 223 449.2 6474 8792 L0767 L0762

Net leading 1.2 1.5 1.5 Q.1 23 -2.1 Il 26 -424.4 -290.3 -251.5 -259.6 -500.2
(In pereent of GDP)Y

Total expenditure by functions (exc. net lending) 63§ 67.5 511 40.6 448 44.9 41.0 477 329 322 341 358 345
General public services 28 1.9 1.3 15 1.8 1.7 15 1.1 1.8 23 i 2.7 23
Delense 4.8 4.1 33 32 238 27 24 23 2.8 2.6 29 24 2.1
Pyblie urder and safely 1.2 i1 14 18 1.8 1.7 1.8 1.4 1.6 0 22 19 1.9
Tducation 4.9 31 32 1.6 1.5 15 1.6 1.6 1.5 1.4 1.5 1.6 1.5
FHealth 34 39 LX) 1.5 1.5 12 14 1.3 1.5 1.5 1.7 2.0 3.3
Scoial security and welfare 12,0 i2.8 14.3 13.7 143 126 16.4 8% 8.9 10.5 113 128 12.2
Housing ané other services 5.6 5.1 27 (8] 0.5 .8 0.4 02 0.1 0.5 0.5 0.5 ()
Reereational and cullural services 1.8 1.3 10 03 0.5 0.3 0.5 0.3 0.4 0.3 0.6 0.6 3
Fuel and encrgy ¢.1 0.7 3.0 1.0 13 3.6 0.4 0.3 Bl 12 0.8 0.4 Q.2
Apriculture, forestry, fishing, hunting 9.7 9.2 1.0 1.1 a8 1.0 0.8 0.6 0.8 0.6 0.6 0.6 a7
Naonfuels mining and mineral 58 4.9 02 0.8 0.6 0.5 0.3 02 0.1 0.l 0.0 0.0 (.0
Transport and communications 2.4 22 0.6 1.0 1.6 1.0 12 (R 1.0 1.5 1.4 2.5 17
Other economic actvilics 4.0 6.8 i3 03 04 0.2 0.3 54 24 0.9 0.6 0.3 13
Other (including natural disaster and interest) 7.0 8.5 9.8 11.7 15.0 18.3 17.9 232 83 6.6 7.0 7. 6.1

Tolal expenditure and net lending

by economic classifications 65.4 67.6 9.0 40.7 45.3 44.5 41.1 47.9 s 30.9 331 34.9 2.8
Totul expenditure a3 64.4 47.9 40.6 448 44.9 41.0 47.7 aze 322 34.1 358 345

Current capendilure 567 6l.2 459 392 437 43.7 354 46.5 303 29.3 304 318 30.8
Wages and salarics 5 6.4 6.0} 2.5 26 26 27 19 2.0 2.7 2.7 29 2.6
Operations md maintenance 20.5 222 157 2.4 83 8.0 7.0 7.3 8.0 1.5 8.7 8.3 T.1
Interest payments 37 53 6.3 6.9 9.8 14.5 id.6 20.0 8.3 4.2 38 4.0 37
Subsidies and other current transfees 275 273 17.8 204 230 18.5 15.1 17.2 12.0 14.9 15.3 169 i7.5

Subsidies 15.9 5.1 4.3 2.0 3.0 1.5 1.2 6.1 12 18 1.6 L0 1.8
Translers w other levels of government a0 0.4 0.0 47 5.1 4.2 33 21 21 28 3.0 29 2,0
Trans{ers 10 non profit organization 11.6 12.3 3.5 13.8 14.7 123 10.6 9.0 8.6 16.2 10.6 13.1 13.3
Capital expenditure 5.6 Az 2.0 1.4 1.1 1.2 1.5 13 2.6 19 3.7 4.0 16
Met lending 31 2 1.1 0.0 0.7 -0.4 1 L8] 224 -1.3 -1 -Lo -1.7

Sources: Covernment Firance Stativtics : and Bulgarian Ministiy of Finance.

1/ Data includes units of general government presentsd in the lable "Bulgaria 918 Units of General government” published in the IME GFS Yearbook.
2/ 2000 GFS data is revised. Social serurily contributiens of Defence and Public Order and Safety (218.3 min leva) are climinated in gencral gavernment,
consolidated ceniral government, central government and social security funds,
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Table A28, Bulgaria: Summary of Central Government Operations (GFS Definition), 1989-2001 1/

1989 1990 1891 1592 1993 1594 1995 1996 1997 1998 1999 2000 2/ 2001

preliminary

(In millions of leva)
‘Total revenue and grants 15 15 32 38 56 134 199 352 3,238 4,618 33359 6,336 7,004
Total revenue 14 14 32 38 56 134 194 351 3,228 4,594 533% 6,269 6,952
Current revenue 14 13 12 38 56 133 158 351 3,223 4588 5228 4,161 6,888
Tax revenue 12 10 29 30 41 {02 160 287 2,729 3990 4,018 4,805 5,132
Nontax revenue 3 3 3 8 15 32 38 64 494 598 1,210 1,355 1,756
Capital revenue U] 1 ] iy 0 1 1 0 5 7 111 108 64
Crants 1 0 ] [ 0 0 [H 1 10 24 20 67 52
Total cxpenditure and net lending 15 18 32 46 82 150 233 514 3,099 3,711 4,563 5219 5,355
Total cxpenditure 15 17 32 47 82 150 236 317 3,303 3908 4851 5516 5,888
Current cxpenditure 14 16 3l 45 79 46 231 510 3,347 3562 4330 4,725 5,008
Of which : Interest payments 1 2 9 13 28 71 124 326 1,328 843 890 1,057 1,094
Capital expenditure 1 1 1 2 2 4 5 6 155 345 501 791 380
Net lending 1] 0 -1 -1 0 4] -1 -2 -404 -197 -288 =257 -533
Primary balance 1 0 10 5 3 55 88 163 1,467 1750 1,686 2173 2,743
Overall balance 0 -3 1 -8 =25 -16 -36 -163 139 908 796 1,117 1,649
Financing ¢ 3 4 1] 34 34 37 191 151 -430 =458 =176 -166
Net external financing -1 0 -3 -2 -4 -3 -12 =50 -206 -451 56 -528 -103
Domestic financing ! 3 7 14 38 37 69 241 356 =29 -1,014 352 -63

(In percent of GDP)

Tatal revenue and prants 37.6 325 238 19.1 18.8 25.5 22.6 20.0 18.6 20.6 225 23.7 2340
Total revenue 36.3 3135 236 19.1 18.8 255 22.6 19.9 18.5 20.5 224 234 235
Current revenuc 361 25.6 235 19.1 18.7 23.4 2.3 19.9 8.5 20.5 2.0 23.0 233
Tax revenuc 293 23.0 z2l.1 15.1 13.7 19.4 18.2 16.3 157 17.8 16.9 18.0 17.3
Nontax revenue 6.8 6.6 2.4 4.9 5.0 6.0 4.3 37 23 27 3.1 5.1 59
Capital revenue 0z 1.9 0.1 00 a1 0.1 1 (1] 0.0 0.0 0.5 0.4 02
Grants L3 1.0 0.3 0.1 0.0 0.0 0.0 1.0 .1 0.1 0.1 03 02
Total expenditure and net lending 377 336 232 229 273 284 26.7 292 17.8 16.5 192 19.5 181
Total expenditure 374 37.7 218 235 274 28.5 6.8 29.3 20.1 17.4 204 20.6 19.9
Current cxpenditure 34.6 36.2 23.1 224 26.6 27.8 26.2 25.0 19.2 15.9 183 17.7 16.9
Of which : Inlerest paymenis 3.7 53 6.4 6.5 93 13.4 14.1 18.5 7.6 38 3.7 39 37
Capital expenditure 2.8 1.5 0.7 1.1 0.8 0.7 0.6 0.4 0.9 1.5 2.1 3.0 3.0
Net lending 0.2 0.9 -0.7 -0.6 0.1 0.0 -0.1 0.1 -2.3 6.9 -1.2 -1 -L.B
Primary balancc 3.6 -0.9 7.0 2.7 0.8 10.5 10.0 9.3 3.4 1.8 7.1 8.1 9.3
Overall balance 0.0 6.1 0.6 -3.8 -8.5 -3.0 -4.1 -9.2 0.8 4.0 33 42 3.6
Financing 0.9 6.3 i3 57 11.5 6.5 6.5 10.8 0.9 -2.1 -4.0 0.7 -0.6
Net external financing -1.3 -8 -2.2 -1.1 -1.3 0.5 -1.3 2.8 -1.2 2.0 0.2 -2.0 -03
Domestic financing 2.2 71 55 6.8 12.8 7.0 7.9 13.7 2.0 -0.1 -4.3 1.3 -0.2

Sources: Government Finance Statristics ; and Bulgarian Minisiry of Finance.

1/ Data includes units of general government presented in the table "Bulgaria 918 Units of General government” published in the IMF GFS Yearbook.
2/ 2000 GFS data is reviscd. Social sccurity contributions of Defeuce and Public Order and Safety (218.3 min leva) are eliminated in general government,
consolidated central government, central government and social security funds.
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Table A29a. Bulgaria: Summary of Extrabudgetary Funds and Accounts (GFS Definition), 1992-2001 1/

1992 1993 1994 1995 1996 1997 1998 1999 2000 2/ 2001
preliminary

(In millions of leva)
Total revenue and granis 12 14 30 50 102 1,231 1,021 670 372 589
Total revenue 12 14 30 49 a8 1,137 ) 485 374 247
Current revenuc 12 14 26 438 97 1,037 839 472 370 243
Tax revenue 4 4 10 16 20 407 175 243 24 53
Nonlax revenue 8 G 16 31 78 050 664 230 276 189
Capital revenuc 0 4] 4 1 1 80 55 13 4 5
Grants ] 0 0 1 4 94 126 185 148 342
Total cxpenditure and net lending 1 16 25 45 191 924 1,003 650 714 470
Total cxpenditure 9 13 27 43 i86 044 1,082 614 677 437
Current expenditure 9 12 24 is 170 633 790 334 418 260
Of which : Interest paymenis 1 1 6 5 27 111 109 2 16 0
Capital expenditure 1 1 2 9 16 251 292 280 258 178
Net lending 1 2 -2 p3 5 -20 -78 37 37 33
Pritnary balance 2 0 11 9 -62 118 126 22 -177 120
Overall balance 1 -2 5 4 -89 307 17 20 -192 119

{In percent of GDP)

Total revenus and grants 6.0 4.7 5.7 3.0 5.8 7.1 4.6 2.8 2.0 2.0
Total revenue 6.0 4.7 5.7 5.5 5.6 6.5 4.0 240 1.4 0.8
Current revenue 6.0 4.7 5.0 5.4 53 6.1 37 2.0 1.4 0.8
Tax revenuc 1.8 1.5 1.9 1.9 1.1 23 0.8 1.0 0.4 02
Nontax revenue 4.1 32 3.1 3.6 4.4 3.7 3.0 1.0 1.0 0.6
Capital revenue 0.0 0.0 0.8 0.1 0.1 0.5 0.2 0.1 0.0 0.0
Grants 0.0 0.0 0.0 0.1 0.2 0.5 0.6 0.8 0.6 1.2
Total cxpenditure and net lending 5.4 5.2 4.7 5.1 10.8 53 4.5 2.7 2.7 1.6
Total expenditure 4.7 4.4 5.1 4.9 10.6 5.4 4.8 2.4 2.5 1.5
Cumrent expenditure 4.4 4.1 4.6 4.0 9.7 37 35 1.4 1.6 09
OF which : Interest payments 0.5 0.5 1.1 05 1.5 0.6 0.5 0.0 0.1 0.0
Capital expenditure 0.3 0.3 0.5 1.0 0.8 1.7 13 1.2 1.0 0.6
Net lending 0.7 0.8 -0.4 .2 0.3 -0.1 -0.3 0.2 0.1 0.1
Primary balance 1.1 -0.1 2.1 1.0 3.5 24 0.6 01 -0.7 4
Overall balance 0.6 0.5 1.0 0.5 -5.0 1.8 0.1 0.1 -0.7 0.4

Sourccs: Goverament Finunce Statisiics ; and Bulgarian Ministry of Finance.

1/ Data includes units of general goverment presented in the table "Bulgaria 918 Units of General povernment” published in the IMF GFS Yearbook.
2/ 2000 GFS data is revised. Social sceurity contributions of Defence and Public Order ans Safety (218.3 mln leva) are eliminated in general government,

consolidated central government, central government and social security funds.
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Table A29b. Bulgaria: Summary of Social Security Institutions (GFS Definition), 1989-2001 1/

1989 1990 1991 1992 1993 1994 1995 1956 1597 1598 1999 2000 2 2601
preliminary

(It millions o leva)

Total revenue and grants 4 5 12 21 30 45 67 120 1,193 1,892 2,191 2,625 2,676

Total revenue 4 5 12 21 30 45 67 120 1,193 1,892 Z,191 2,623 2,676

Current Tevenue 4 5 12 21 30 45 67 120 1,193 1,892 2,191 2,625 2,676

Tax revenus 4 5 12 21 3G 45 &7 113 1,167 1,658 1,840 2,242 2,498

Gf which - Contribulions 4 5 12 21 30 45 67 118 1,167 1,658 1,540 2,242 2,498

Employers 4 5 11 20 27 39 59 109 1.142 1,527 1,507 2,006 1,627

Self-employed 0 o3 0 1 1 3 5 4 22 42 89 148 189

MNontax revenuc Q ] [} o o [ 4] 2 26 234 350 EEX) 178

Capital revenue ! 0 1] d G ¢ ] 0 ¢} 0 [0 u ]

Grants 0 ] 0 G 4] 4] 4] 0 0 Q 0 o3 0

Total expenditure and net lending 4 5 16 25 19 60 82 138 1,287 2,217 2,658 3,397 3,887

Tutal expenditure 4 5 16 25 39 60 32 138 1,287 2,238 2,658 3,397 3,887

Current expendilure 4 3 i6 25 39 [i(¢] 82 138 1,284 2,228 2,560 3,370 3,869

Of whick: Goods and services 0 0 0 0 o 0 0 1 10 33 m 64 77

Transfers 4 3 16 25 19 59 3] 137 1,272 2,195 2,448 3,305 3,793

Capital expenditure 4} 0 0 0 0 ] [ 3 10 98 28 18

et lending 1] 0 1] U] [ Q0 0 o 0 -21 1] ¢l a

Overall balance 4] 0 -3 -4 -G -14 -15 -3 -93 -326 -467 =772 -1,211
{In percent of GDP)

Total revenue and grants 10.5 10.7 8.7 0.6 9.9 8.6 7.6 6.8 6.3 4.4 9.2 9.8 9.0

Taotal revenue 10.5 10.7 8.7 106 9.9 8.6 .6 6.8 0.8 84 9.2 0.8 9.0

Curreni revenue 10.5 10.7 8.7 106 29 8.6 7.6 0.8 0.8 34 9.2 9.8 9.0

Tax revenue 10.5 10.7 8.7 10.6 9.9 3.6 7.6 6.7 6.7 7.4 7.7 84 8.4

Nontax revenue 0.0 0o 0.4 [iX1) 0.0 0.4 0.0 0.1 0.2 1.0 1.5 1.4 0.6

Capital revenue 0.0 0.0 040 0. LX) 04 0.0 00 0.0 0.0 0.0 0.0 0.0

Grants 0.0 0.0 040 0.0 0.0 0.3 00 0.4 00 0.0 0.0 00 0.0

Total expenditure and net lending 10.4 11.0 121 12.4 13.0 1.3 93 7.8 7.4 9.9 11.2 12.7 131

Total expenditure 10.4 11.0 12.1 12.4 13.0 11.3 w3 7.8 7. 10,0 112 12.7 13.1

Current expenditure 10.4 11.0 121 12.4 13.0 113 2.3 7.8 7.4 9.9 10.4 12.6 13.1

Capital expenditure 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 04 0.1 0.1

Net lending 0.0 0.0 0.0 0.0 0.0 0.0 0.6 0.0 0.0 0.1 0.0 0.0 0.0

Overall balance 0.1 -0.4 -3.5 -18 -3 -7 -1.7 -1.0 -5 -15 -2.0 2.9 AL

Sources: Government Finance Statistics ; and Bulgarian Ministry of Finance.

1/ Data includes units of general government presented in the table "Bulgaria 918 Units of General governmem” published in the IMF GFS Ycarbook.
2/ 2000 GFS daia is revised. Social security contributions of Defence and Public Order and Safety (218.3 min leva) are eliminated in general government,
consolidated centra) government, eendral government and secial security funds.
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Table A30. Bulgaria: Sumtmary of Municipalities' Operations (GFS Definition), 1989-2031 1/

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
preliminary
{In millions of leva)
Total revenuc and grants 5 & 15 25 34 48 67 1 [ RS 1,666 1,820 1959 2637
Total revenue 5 5 11 15 19 25 38 73 652 1,027 1,098 1,122 1,364
Current revenue 5 5 11 15 18 25 38 72 641 1,02 1,078 1,098 1314
Tax revenue 4 3 11 14 & 21 29 60 577 910 848 865 1,020
Nontax revenue 0 {3 1] 1 2 4 9 13 64 101 230 234 294
Capital revenue 0 ﬂ n 0 0 1 1 1 11 16 20 24 50
Grants from OLNG and from abroad | | 4 9 15 22 29 38 358 638 722 836 673
Total expendiure and nel lending 5 o] 15 26 34 48 67 11t 999 1,682 1,878 2,021 1,980
Total expenditure 5 & 15 26 34 48 67 111 993 1,682 1,877 2,021 2,036
Current expeniliture 4 5 13 23 30 44 62 104 ale 1,470 1,704 1,863 1,834
Capital expenditure 1 1 2 3 3 5 4 79 212 173 158 203
Net lending i} 0 0 0 G o 0 0 1 q 4] 0 -56
Cverall balance 0 0 1] -2 0 -1 0 0 {1 -17 -57 -62 57
Financing 0 o 0 2 0 1 0 0 -1 17 57 62 -57
Net external finuncing o] 0 0 0 0 G G 1] 0 0 %6 0 =70
Domestic financing 1] 1] G 2 o] | t] 1] -11 17 -39 62 13
From other levels of government 0 0 G 1 4] 0 0 ] ] 3 19 12 15
Banking systcm 1] & ¢ 1 4] 0 0 0 -11 11 -58 -10 -2
Nonbanking system 1] ¢ ¢l 4] 0 a a o] 0 3 1 ol 0
(In perceat of GDP)
Totai revenue and grants 13.4 12.9 11.2 122 114 o1 E 63 58 74 1.7 7.3 a9
Total revenue 11.5 10.8 8.3 7.6 6.2 4.8 4.4 4.2 37 4.6 4.6 4.2 4.6
Current revenue 1.5 10.8 83 7.6 6.1 4.7 4.3 4.1 3.7 4.5 4.5 4.1 4.4
Tax revenue 111 9.9 g1 6.8 5.4 39 33 34 i3 4.1 3.6 32 34
Nontax revenuc 0.4 0.9 0.2 0.7 0.7 0.8 1.0 0.7 0.4 0.5 1.0 09 HH
Capilal revenue o0 0.6 0.0 0.0 .1 0.1 Q.1 0.1 0.1 0.1 0.1 0.t 0.2
Grants from other levels of government 1.9 2.0 .9 4.7 5.1 42 33 2.1 2.1 28 30 3l 23
Todal expenditure and net lending 13.2 123 11.0 13.0 TL3 @2 76 6.3 3.7 7.5 7.9 7.6 6.7
Total expenditure 132 123 119 13.0 113 9.2 76 6.3 5.7 7.5 7.9 7.6 6.9
Curreat expenditure 1.6 10.8 9.7 1L.3 10.2 83 7.1 58 53 0.6 7.2 7.0 6.2
Capital expenditurs 27 1.6 1.2 L7 11 0.3 0.6 0.4 0.5 09 07 0.6 0.7
Net lending 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.2
Overall balance 0.2 0.6 0.3 0.8 0.1 -0l 0.0 0.0 0.1 -0.1 -02 -0.2 02
Financing -0.2 -0.6 -0.3 0.8 -0.1 0.1 0.0 0.0 -1 0.1 0.2 0.2 0.2
Met external financing .0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.4 0.0 0.2
Domesiic (inancing -0.2 -0.6 -0.3 0.8 -0 0.1 0.0 0.0 -0.1 0.1 -0.2 6.2 0.0
From other levels of government ol 0.1 20 0.4 0.0 0.0 0.0 0.0 4.0 6.0 Gl 0.0 0.0
Banking system -0.3 -0.4 -0.3 0.4 -0.1 0.} 090 0.4 -0l 0.0 -0.2 0.0 0.0
Nunbanking system 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Q.2 o0

Sources: Government Finance Statistics ; and Bulgarian Ministry of Finance.

1/ Data includes urits of general government presented in the table "Bulgaria 918 Unjts of General governiment” published in the IME GFS Yearbook.
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Table A31. Bulgaria: Monctary Survey, 1992-2001
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
{In millions of leva)

Broad money 1/ 159 234 418 584 1,310 6,019 6,597 7,351 8616 11,594

Lev money 118 187 282 425 649 3,395 4,013 4,475 5174 6,630
Deposits 49 161 243 363 523 2,080 2,271 2,518 2,801 3,549
Currency 18 25 39 G2 127 1,314 1,742 1,957 2,374 3,081

Foreign currency 41 48 136 159 661 2,624 2,584 2,876 3.442 4,964

Nut foreign assets -12 =23 49 71 158 4,851 5,272 5,994 7,019 9,245
Of which: BNB 7 -1 -18 12 =235 2,719 3,251 3,840 3,818 5484

DMB 2/ -19 =22 66 39 393 2,132 2,021 2,155 3,201 3,760

Net domestic assets 171 257 369 513 1,152 1,167 1,325 1.357 1,597 2,349

Lev credit 122 204 269 411 651 1,034 1,359 1,076 1,616 1,877
Govemment 30 103 120 207 417 104 =222 -844 =719 =790
Non-government 92 101 149 204 235 932 1,581 1,920 2,329 2,666

Public enterprise 3/ 74 7% 112 98 95 336 300 216 144 129
Private sector 3/ 18 25 38 106 139 595 1,281 1,703 2,186 2,827

FX credit 120 192 279 217 1,422 4,101 2,868 3,162 3,044 3,304
Govermment 59 90 157 62 485 1,538 732 1,000 1,207 1,232
Non-government a1 102 122 155 Q37 2,563 2,134 2,182 1,837 2,073

Public enterprise (SOE) 61 91 78 71 430 918 646 497 278 213

Privaie sector A 11 44 84 507 1,646 1.490 1,663 1,559 1,860

Other ilems net =72 139 -179 -116 -921 -3,969 -2,902 -2,881 -3,0358 -2,832
(Percent change from previous year)

Broad money 5316 47.6 8.6 39.6 1245 3593 9.6 11.4 17.2 34.6
Lev meney 711 58.6 51.0 50.9 52.7 423.0 18.2 11.5 15.6 28.1
Foreign currency deposits 18.8 162 186.5 164 3lod 296.8 -1.5 11.3 19.7 44.2

Real broad money -14.4 -9.9 -19.5 5.1 -45.4 -29.2 7.7 4.2 52 28.3

Real lev money -4.6 -3.2 -32.0 13.5 -62.8 -1%4 16.2 43 1.8 221

Real lev credit -18.6 2.1 -41.6 14.9 -6l.3 -75.5 29.0 -26.0 34.3 30.3

(In millions ol U.S. dollars)

Foreign eurrency deposits 1,673 1.455 2,066 2,245 1,357 1,477 1,543 1,477 1,637 2,237
{In percent of broad money) 26 20 33 27 i1 44 39 19 40 43

Net foreign assets -491 =713 740 1,001 325 2,731 3,147 3,079 3,339 4,166
Of which: BRNB 199 -2 =265 171 -481 1,531 1,941 1,972 1,816 2,471

BMB 2/ -790 -685 1,004 830 806 1,200 1,207 1,107 1,523 1,694

Foreign exchange credit 4,915 5871 4,224 3,075 1,754 2,308 1,712 1,624 1,448 1,489
Government 2,424 2,765 2,375 881 832 R65 437 513 574 555
Non-government 2,490 1,106 1,849 2,194 1,922 1,443 1,275 1,110 874 934

Public enterprise {SOE) 2,784 1,184 1,011 882 517 385 253 132 96
Privale sector 323 665 1,184 1,040 926 500 855 742 538

Sources: Bulgarian National Bank; and staff estimates.
1/ In December 2000 corrected for a large deposit at the BNB related to the sale of Bulbank.

2/ Fereign liabilities of DMBs are adjusted to exclude debt of the government, using eslimales prior to 1993,
3/ Introduction of & new Chart of Accounts in June 1995 reclassified credit from state enterpiise to the private sector.



Table A32. Bulgaria: Foreign Assets of the Banking System, 1992-2002

BNB Intcrnational Reserves Dieposit Money Banks Banking System
Gross IMF Net Groas Net foreign Reserves Foreign  Foreign currency Foreign Broad
reserves 1/ purchases reserves liahilities assets less gold assets 2/ deposits 3/ assets money

{In millivns of U.S. dollars)

1992: March 918 461 457 822 9 613 1,434 1,619 2,351 4893
June 1,11% 527 591 916 202 I3 1,503 1512 2,621 5,179
Sep. 1,409 631 774 1,032 376 1.104 1,698 L6356 3,106 6,088
Dec. 1,240 390 649 941 299 915 1516 1462 2,755 6,255
1993: March 1,182 643 539 991 191 877 1,390 1,475 2,572 6,215
Tune 1316 642 674 1,010 306 1,011 1,247 1,423 2,563 6,567
Sep. 1,200 6352 548 1,024 177 805 1375 1 456 2,575 7378
Dec. 960 633 328 uyy 28 635 1331 1,455 2,201 7,156
1994: March 941 630 291 1,034 93 616 1316 1,54% 2,257 4619
June 1,434 854 540 1,270 164 1,124 1,576 1,748 3010 5874
Sep. 1,052 978 73 1,406 -354 742 1,846 2,175 2,897 6,143
Dec. 1,311 941 370 1,576 265 1.002 1,659 2,066 2970 6,332
1995: March 1,437 961 476 1,634 -197 1127 1,674 2,024 3,110 6,768
Tune 1,808 500 500 1,577 232 1,500 1,381 2,055 3,190 7,537
Sep. 1,743 799 944 1,464 279 1434 1,554 2,267 3,297 7,982
Dec. 1,546 717 829 1,374 171 1,236 1,426 2,245 2972 8,255
1996: March 953 630 323 1277 -324 644 1,447 2,083 2,400 7411
June 883 566 316 1,200 -326 571 1,192 1,661 2,075 4484
Sep. 780 625 155 1,320 -540 471 1,235 1,528 2,015 3,594
Dec. 793 585 208 1,274 481 483 1,248 1,357 2,041 2,689
1997: March B26 528 294 1,183 -357 517 1,331 1,311 2,157 1,940
June 1,654 701 952 1,333 321 1.344 1,547 1,399 3,201 2,334
Sep. 2,233 291 1342 891 1,342 1.923 1,721 1,461 3954 2,917
Dec. 2474 943 1,531 943 1,531 2,164 1,603 1,477 4,077 3,388
1998: March 2,570 909 1,662 909 1,662 2,260 1,613 1,465 4,183 3249
June 2612 1,043 1,569 1.043 1,569 2,303 1,640 1,469 4252 1,340
Sep. 2,484 082 1,502 982 1,502 2,180 1,901 1,589 4385 1,624
Dec. 3,056 1,117 1,939 1117 1,939 2,760 1,688 1,542 4937 3,938
1999: March 2,780 1,118 1,662 1,118 1,662 2457 1,510 1,423 2372 1,439
June 2,726 1,134 1,592 1134 1,592 2456 1,443 1,415 4249 3,265
Sep. 2,882 1,221 1,660 1,221 1,660 2,600 1,689 1370 4,652 3,637
Dec. 3222 1,251 1,970 1,251 1,970 2,657 1,565 1,339 4,869 3776
2000: March 2,875 1,211 1,664 1,211 1,664 2,623 1,828 1,421 4,781 1,682
Tune 3,145 1316 1,529 1316 1,529 2,663 1,836 1,445 5,067 3,702
Sep. 2,959 1,318 1,641 1,318 1,641 2728 2,101 1,448 5,147 3,757
Dec. 3,460 1.325 2,135 1325 2,135 3215 1977 1,517 5,526 4,420
2001: March 3,080 1,286 1,794 1,286 1,794 2,847 2,204 1,632 5376 4,282
Tune 3,040 1,263 1,777 1,263 1,777 2,816 2,109 1,706 5,242 4,196
Sep. 3,120 1,224 1,897 1,224 1,897 2,880 2,178 1915 5392 4810
Dec, 3.579 1,111 2,408 L11i 2,468 3,347 2,131 2,059 5722 5224
2002: Maich 1210 1,075 2,135 1,075 2,133 2,980 2,127 2,177 5,347 5,131

Sources: Bulgarian National Bank; and staff caleulations.

1/ Gross reserves net of outstanding purchases froms the IME.
2/ Includes claims in nou-convertible curency and other illiquid asseis in addition to claims on nonresident banks.
3/ Toreign curency denominated time deposits of households, SOCs, and the private sector.
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Table A33. Bulgaria: Compaosition of Broad Money, 1992-2002
Currency Demand Marrow Savinga Time & other Foreign currency  Broed money
ourside banky dugity muney (MD) deposits degudita 1/ Lev muney degvsic 43
(Inmilicns o leva)

1992 March 12 12 24 15 17 7h 3% 113
Tune 11 12 25 15 45 54 35 e

Bep 16 16 iz 16 53 100 38 138

Tec, 15 i % n 5 7 36 153

1993 March 17 15 k) 2w 73 116 3% 165
Tume 20 17 17 2] T M3 38 183

Sep. 21 21 44 2 o 166 4i 07

Dec. pad 23 48 ¥ i 187 48 234

1554 March 7 3 30 et i2] 199 i 300
June an pad 55 a0 136 2 24 315

Sep. 33 an &4 31 143 42 133 17

Dec. ki a7 75 41 166 282 6 418

1995: March 37 as T 44 199 a4 ) 148
Juae 47 0 Ta 40 246 3452 138 498

Sep. 5 a6 B0 43 756 ags 154 543

Tres. [.r3 46 108 A 250 428 150 584

1996: Maxch 57 36 &3 56 7 420 W64 584
Tune Tt 42 172 55 27 440 258 %8

Sep, 85 57 143 €2 251 474 331 827

Dec, 127 i 237 g2 a3l L2 bl L1

1997, Maxh 266 197 463 91 s07 1,061 2,089 3150
Tane 553 3 834 1H 32 1,606 2405 4,011

Sep. 087 607 15T 162 A1 2,545 2570 5124

Dec. 1,34 933 2,267 pryl S0l 3395 2.624 6,01%

1508; March 1,285 60 2,054 23R 579 3,172 2686 59538
lunz 1416 144 2,160 254 73 3,366 2,659 6,045

Sep. 1,463 745 2,208 259 537 34405 2,658 6,064

Dt 1,742 1,004 2,75 292 545 4.01% 1384 6,507

1999:  March 1,567 £32 2,189 307 563 3,670 2,541 6,261
Tume 1479 759 2,278 3z G 3504 875 6,174

Sep. 1,687 BET 2,574 am e 3,913 2,757 4,669

Tier. 1,557 1,037 2,0% IEE 1,091 4475 2,878 7,351

20 Marsh 1,624 1,053 2,877 406 1.7 4400 3132 7,538
Juze 1,575 1,011 2,886 410 1,105 4401 3,177 7378

Sep. 2110 L1862 3.2 427 1.9 4,888 3484 8,351

Dez. 2574 1,250 3832 452 1,093 5,174 EARLY 9,201

2007 Marzh 1,225 1,340 3548 472 1,156 5,184 4,208 9482
Juze 427 LADT 3,834 £ 1,179 5,502 4,176 9,679

Sep. 2,01 1A 4,030 5 1,281 5812 4,421 10,302

Dex 3,081 1584 4,665 549 1417 6,430 4,964 11,504

2002 March 2,662 520 4,382 A67 1442 6,351 5313 11,504

(Tn pereent of broad money)

1951 March .9 158 26.7 Ly 158 62.3 377 1060
Tune 111 14.0 5.1 1R.0 9.0 62.0 388 1004

Sep W4 158 oo 14.3 2.7 54.5 385 e

e 1.5 146 26.1 154 151 46.6 334 1000

1553 March .4 7 211 129 39 H6.9 33 100,10
Tune my 104 210 123 74 T8 9.2 100.0

Sep, HES 1.5 13.] L4 184 s 1.2 1000

Dec. e 12.8 4.7 132 38.7 6.6 234 160.0

159 March 10.5 *Zz 198 12.3 442 76.3 37 100.0
Tune .0 LAY 2z s 476 793 0.7 100.0

Sep. 1.3 9 Iz 108 483 803 197 100.0

Dee. 10.7 9.9 20.6 2.0 47.0 797 0.3 10001

1994 March 53 78 167 a4 404 665 ELE] 1000
Tune 56 7E 17.4 E 433 0.2 5.8 199.0

Sep. bR 8.1 16.9 81 35.4 646 354 10600

Dec. L2 BE 180 B2 19.6 674 3.6 10,0

1995 March B.L .7 154 w7 44.5 01 09 10,0
Funes 74 g 153 81 484 ke 213 TG
Sep. 0.0 [ 165 7.9 472 k-1 284 1000
Dee. 106 79 185 55 44.4 TLE e TKLD

1996 March 23 6.1 155 b4 464 e 28.3 1800
Iune 101 6.0 6.1 73 39,0 63.8 %0 1160
Sep. 103 [ ER N &3 4.0 376 42.4 1000
Die. 27 Ed 81 &2 52 49,5 305 100.0
1907 March F.6 61 48 26 1438 324 416 1008
Tuve 128 R 2.4 2.5 15.5 40.0 &0.0 1000
Sep. 180 BE] 30.7 3z 15.8 497 50.3 100.¢
Dec. 2.8 158 a7 38 V5.0 564 43.6 1600
1998 March 2t % 34.5 4.0 ¥6.4 4.5 45.1 1060
June 234 2.3 357 4.z 16,0 56.0 44.0 1600
Sep. 24.1 i2 36.4 43 15.5 61 438 1000
Pee. 264 54 418 44 14.6 G0.E 392 1000
1999:  March 250 32 383 45 154 586 4.4 1R
June 228 A kL 5 14.8 56.7 433 1000
Sep, 253 133 386 5. 15.0 387 413 1000
Deo. 26.6 4 40.8 53 148 60.6 kA 1000
2000 March 24.2 X 382 54 118 584 418 100.0
Jure 24.7 33 383 54 1446 581 419 g0
Sep. 52 pca) 394 LA 14.3 384 4.6 1000
Dec. 5.5 LR 391 49 n7 35.7 443 1000
2001: March 3.5 X 375 30 152 4.7 433 1000
Jure 251 4 396 51 122 56.5 431 100.0
Sep. 25.2 e 390 50 124 56.3 435 100.0
Dec. 26.6 7 10.2 47 12.2 512 428 100.0
2002 March 24.5 2 38 49 125 556 444 100.0

Sources: Buigarian National Bani.

1/ Other depoyits conist of lev-denominated impos) amd resaicied deposits, plus money market inatruments denominated in ley,
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Table A34. Bulgaria: Nominal Interest Rates and Exchange Rates, 1992-2002

ENE baslc rate TMBE lending rate Time deposit raie Tiame deposit Lev wer .8 dollar
Monthly Anmual Monihly Annual Muonthly Anm:al 11L& dallar End-marth _ Month average

{In pereent, lev denominated unless atherwise noted)

1992;  Mar. 4.5 6%.6 =53 B3.2 4.2 R4.5 23.2000 23.6000
Tun. 45 69.6 53 ¥3.2 42 646 234000 25.1000

Sep. KR 52.5 4.4 684 3l 44.9 22,6000 22,3000

(L 34 4.7 42 64.6 32 5.3 24.5000 24 8000

1993 Mar. 43 648 52 El.9 3.8 574 26.3000 26.6000
Far. 4.0 60.7 L0 T84 34 49.2 . 26.7000 26.6000

Sep 3.7 4.1 EX m"r 32 456 28.0000 27.6000

Dec. 4.3 66.4 12 B3.? 36 336 FLTh00 32.0000

199 Mar 49 T 57 933 4.0 603 . 64.9000 47,2000
hur. 32 B3.0 59 98,9 4.2 B4.0 53.7000 34,4000

Sep 58 975 6.4 1110 45 B30 61.2000 A1AOM

Dee &0 1012 a7 1178 4.6 3.3 66,0000 £5.5000

19950 Mar 6.0 1012 6.8 19.5 4.7 7.7 66.2000 66,0000
Tun. 43 66.4 a1 §1.2 Ty 41.4 66,1000 65,1000

Sep. 28 9.8 36 532 19 253 0.0680 00650

Tiee 28 98 3.5 514 1.9 5.3 F0700¢ 703000

1996:  Mar. 4.0 394 LX) LS 2.4 353 00758 0.0779
Tun. 2.0 181.3 B2 2054 50 7R.2 1555 0.1431

Eep. 114 2h4.1 121 2821 5.4 472 0.2300 0.2146

Dec. 15.0 4350 158 480.8 8.9 2118 - 04874 04612

1947 Jan. 132 4435 161 5023 19.5 23L0 4.5 10219 6987
Feb. 16.5 525.0 179 6221 109 2147.4 4.8 2.043% 23872

Mar. 18.0 R85 .3 7270 .y 2476 50 1.5887 1e601

Apr. 1534 3517 5.0 436.7 B3 161.5 47 14678 1.5462

May 51 814 59 9.3 in 43.0 5.0 1.5641 15216

Jun 3.0 427 a8 J6.4 1.5 19.7 4.3 1.7146 1.6685

Jul- 0.7 &5 11 144 (k] 412 42 1.843R 1.788]

ALB. [F5] 55 ne 1.0 02 8 39 1.80%0 1.5442

Sep. [P 8.3 1.0 17 0.2 30 39 17628 1.7919

Oci. 0.5 56 6.9 1.2 0.3 il 39 L7190 17842

Nov. % 56 1.0 1.5 0z 1.0 38 1.7870 TN

Dee. @6 0 1.1 139 03 a0 4.1 1.7763 17760

19%8:  Ian. &5 6.6 1.2 1449 02 kXl 4.0 18092 |Bi21
Fen. .5 R 1.1 14.4 0.2 19 1% 18202 1.8149

Mar. 04 53 11 158 0.2 TR is 1.8320 1.8264

Apr ¢4 5E 1.1 14.6 021 28 EX] E.7980 1.8179

May G 54 1.2 154 0.2 27 19 1.7824 1.77568

Jun. 04 53 11 113 0z 27 3.8 LE102 1.7906

Jul G4 513 1.1 139 0z 30 R 17600 1.7992

A, 04 53 1a 152 a3 a3 3.9 17918 1.7890

Sen 04 52 il 13.4 3 33 3.8 16732 1.7076

Ocr. o4 53 Ll 14.1 (3 33 37 1.6475 1.6389

Nov. 0.4 54 11 1.1 0.3 33 37 1.7026 1.6791

Dec ¢4 52 A 135 .3 33 R 1.6751 16701

1999 Jan. 04 52 [N 14.4 03 i3 if 1.7181 1.6844
Fe'a, 0.4 LN [N 13.7 0.3 i3 35 17751 1.7453

Mar. 04 50 i 14.6 0.3 33 is 1.8207 1.7973

Apr, 04 4.8 1.1 138 0.3 33 kN1 1.8450 1.827%

May 04 1.6 .o 133 0.3 33 34 1.8705 18425

Jun 0.4 4.5 il 138 n3 i3 15 18937 1.8827

Jul. 04 49 Lo 124 0.3 3.3 3.5 |-B2ES 1.839%

Arg. 04 49 1.1 138 03 iz 15 1.8498 18427

Sen, 04 4.8 1.1 114 0.3 1.2 3 1.833% 1.86a1

et 04 4.5 1.1 13.4 0.3 32 R 1.E71 1.8266

Mer. 0.4 4.5 1.3 135 0.3 32 35 1.5370 18922

Dec. 04 4.6 10 F2A 0.3 32 3.8 1.9469 1.9356

2000:  Jan. 04 A4 1.0 12.5 0.3 32 33 15974 1.9303
Fet. U] 35 09 (3B 2 28 413 T.0154 1.9850

Mar. 0.3 33 0E 9.3 3 313 4.4 2.0474 2.0276

Apr n3 T 11 15.6 0.3 kR 4.5 TSR 20680

May 0.3 EX3 11 (KX 07 9 4.7 21022 21588

Jhon. 03 3 1.0 125 0.3 31 4.7 2.0467 20608

Jul. 03 3B 0.9 1.0 0.2 0 4.4 21160 2.0817

Arg. 03 EX 1.0 127 0.3 3.4 4.5 2.1961 21636

Sep. 0.3 4.0 09 17 0.3 EX] 4.7 22514 22469

Qct. 0l 42 1.0 133 03 32 A 23237 2.2871

Mov. 04 4.4 1.9 inz 01 3.5 a4k 22522 2.2841

Dec 0.4 4.7 10 122 0.3 33 48 210105 2.1745

2001 Jan. n4 4.6 1.1 142 a3 3.1 42 21046 2.08%55
T, o3 a2 1.0 125 0.3 32 4.1 21149 21223

Mar. 03 43 0.8 10.6 03 3.1 4.0 22145 2.1513

Apr 0.4 4.4 0.8 9.7 03 32 16 21476 11925

tay 04 4.5 0. 107 0.3 3.1 EX) 2.3064 12351

Jun 0.4 4.6 140 122 () 13 X 2.3064 22925

il 0.4 4.6 a9 1.7 03 14 19 2.2350 23730

Arg. 0.4 47 1.0 12.1 03 kX A 21357 21734

Sep. a4 4.8 0.9 1.8 0.2 10 23 2.1420 2.1464

Ot 0.4 4.7 1 &8 &2 19 2.1 21631 21554

Naiv. 0.4 48 L8] 1.8 0.2 15 1.4 21981 22020

Dec. 0.4 4.8 1.0 132 63 14 1.7 22193 2.1903

W02 Jan. 0.4 49 X5 0.1 02 27 1.7 2.2645 22149
Fed. 0.4 1.7 (X 9.5 0.2 29 1.6 22608 1.2450

Mar. 0.4 4.3 08 w7 0.2 2. 1.7 12419 1.2537

Apr. 0.5 4.2 0.8 LIRS 0.3 al 1.6 2.1712 22006

Muy. a3 4.0 0.8 9.6 0. 3.0 1.6 2.U836 21418

Sources: Bulgarian Natiunal Hunlk; and staff estimates.



Table A35. Bulgaria: Real Interest Rates and Uncovered Interest Differentials, 1992-2002

T.ev lime deposit rate CPL CPl inflation Real time deposit rate Annual interest on Levper 108, dollar  Uncovexed interest differential 4/
Monthly  Annuat index  Monthly Ammual 1/ Monthly  Anrnual TS, dullar deposily 2/ Apprecialion 3/ Munthly Aznal
{In pereent)
1092: Muar. 2 ad.5 505 4.8 153.6 -0.8 -6.6 14 -2.8 1.0 127
Jhun. vl [ X1] 617 6.9 ¥ 2.8 -26.1 4.0 0.7 4.7 7.9
Sep. 1 449 664 2.5 76.2 07 8.4 a3 1.7 4.1 nLY
Dec. 2 453 787 ER 700 2.5 264 36 276 0.7 -85
19930 Mar, 3e 574 930 7 952 -8 -i4 4.7 =79 1.1 141
Jun. 34 402 106{} 44 8.3 -1.0 -11.3 4.7 -0.6 30 424
Sep. 32 45.6 1132 24 335 o7 0.0 4.7 4.8 LS 199
Dec. 16 536 12499 42 64.3 RIX -5 51 -143 -1LR -193
1994;  Mar, 4.0 60.8 1504 7.5 847 -1.1 -12.9 5.6 -49.6 -9.0 -67.9
T, 2 64.0 2055 4.1 24901 -6.1 -53.0 57 210 -1.0 -11.8
Sep. 4.5 65.0 2416 11.0 909 -1 -11.% 54 -12.3 -0.1 -0.9
Des., 4.6 723 2862 5.0 471 -L1 -12.46 59 =73 1.9 247
1995 Mar. 4.7 727 3168 3.4 50.0 Lo 12.0 57 -l 39 588
Jur. 24 414 3247 05 104 1% 237 62 -29 2.8 9.1
Sep. 14 253 3441 4.8 29.1 -n4 4.2 59 3.8 -14 -15.7
Dec. 19 253 3749 2.5 377 -0.6 -1.5 6.6 -1 2.5 -26.1
1996:  Mar. 26 30T 4002 L7 297 n3 3.5 5.8 -65.7 -57F -66.5
Jun. 5.0 625 5456 20.2 2458 6.4 =54 8 6.1 -52.8 473 1000
Sep. 54 81.4 0355 18.7 7643 -12.2 -79.0 56 -69.3 =293 -Yx.4
Thee. 9.9 3485 15420 269 [N 2346 -35.5 4.8 -78 -46.7 599
1997 Mar. 10.% 2424 HS0RT 2 926132 373 546 4.9 33 60.2 -100.6
Jim. 1.5 65.7 B7544 1.6 12.1 -0l 479 4.8 -3 -2.1 -220
Sep. 0.2 37 95238 4.4 8.6 -1 -34.6 3.8 L2 13 lé.1
Dec. 2 3.0 130106 02 7R 0.1 -4.5 4.1 82 a1 1545
1968:  Mar. 02 24 103778 0.2 155 0.1 -2 4.1 -8.1 82 -2
Jun. 0z 17 9RERU 35 -17.6 39 24.6 4.3 B -0 B
Sep. 03 37 101642 3z 11.7 2.9 52 4.0 33 32 46.1
Dee. 03 33 101840 04 0y 0.1 2.3 39 -5.8 =5.0 -5LE
1999:  Mar, Q0.3 32 102540 -L.G 2.8 L3 04 3.8 -840 -5.0 -6%4
Tum. a3 32 100073 0.9 93 1.2 138 3 EERY 2.9 -37.9
Sep. a3 32 165794 1.5 24.9 -1.2 -174 37 33 3z 463
Dec. ] 32 1GR92R 1.3 124 -1 -8.2 4.1 -58 -5.9 -51.6
2000: Mar. 03 a3 112324 0.6 3.1 0.8 -8.7 4.4 -4.9 -5.0 -45.%
Fan, 03 i3 111762 0.1 -2.4 a.l 5.4 4.7 0 -0 -1.0
Sep. n3 13 1148525 24 26,5 221 -84 4.7 -5.3 -4 -0
Dec. 03 3.3 121384 L4 . -1l -6.1 4.4 6.2 6.0 102.0
2001 Mar 03 .1 122600 0.1 4.1 0.2 -0.9 4.0 -5.1 -5.2 -47.0
Jum, n3 3.3 122352 -0.1 0.8 ) 41 kRS -0 4.0 385
sep. 0.2 REt 124053 1.3 5.7 -G -25 23 7.7 77 144.6
Dee. 03 3. 127238 0.6 10.7 0.3 -6.6 1.7 35 -34 -31a
2002:  Mar. 0.2 24 127238 a8 224 -0.6 -le.d 1.7 -0 -1.0 -10.49

Sources: Bulyarian National Bank; and sfafl estimates.

1/ Change in CPT over previous three months, in monthly and annualized terms.
Asuwal inlerest rate on T1.S, dollar time deposits, or annusl rafe on fhree-month LTBOR when this 1s not svailable.

2
N
&

=

Monthly tate of appreciation in lev per U 8. dollar over previous three-month period.

Differential in return on lev and 1.8, dollzr time deposits, based on three-moth rate of exchange rale appreciation (positive if differential in favor of lev).
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Table A36. Bulgaria: National Bank Balance Sheet, 1993-2002

1493

1994

1995

1996

1297

1948

1959

2000 2001 2002
Dee, Dec, D, Dee Dec. Mar. Tun, Sep. Dec. Mar. Jun, Sep. Dec. Mar. Jun, Kep. Dec. Mar. Jum, Sep. Dhee. Mar.
Reserve meney x} &3 129 247 21 2095 074 2045 87 2200 2163 2290 2722 2581 2611 2760 jctend | 2628 3085 1367 4013 3794
Currency in circulation 28 43 62 126 1314 1285 1416 1463 1742 1561 1479 1687 1957 1824 1875 210 2274 2225 2427 26t 3081 2862
DMB reserves (net) 24 46 67 121 852 205 B35 582 645 014 684 602 Tad \T 36 659 o7 703 58 T65 952 932
Required reserves (leva) n 3z 47 1nn 319 328 354 380 310 0% 244 338 2 397 312 39 341 348 45 Ml 284 503
DMBs reserves {FX) L z 7 3 124 132 134 132 162 195 257 191 179 229 02 178 153 192 218 247 313 124
Excess reserves 4 A 1 14 14 o 7 i 1] 0 # [ o > [ 0 [ o 0 [ 1] 27
Other 1 [} 0 i} 8 1 3 0 a a [H 1 1} 13 @ 0 0 3 o iy 1] [
Met foreign assets -1 18 -43 i21 4380 5433 5577 5032 25 5052 5035 5382 &151 631B 6619 342 7862 8050 52 BREE G745 8617
Net domeshic assets 34 160 174 127 -2706 -3344 -3503 -3007 3037 -2852 -2872 -3092 3429 53737 4008 4873 -4841 5162 5277 4719 -5213 <4843
Government eredit (ned) 34 41 182 24 449 450 333 a8 322 158 153 15¢ 160 161 163 180 173 i 200 183 H 3
Claims on DMBs (FX) 10 14 12 113 182 12% 117 e 109 104 103 G4 P2 o) o4 0 57 57 37 37 20 20
Claims omn DMRs (leva) 17 il 24 125 153 154 148 148 148 144 143 139 138 3 14 13 67 o7 63 63 51 7
Other itemns net 4 11 -52 436 -3534 “4L1% -1 -3s581 36le 250 270 3474 818 4122 4335 -5074 -513¢ -5478 5576 -A002 5291 ~4895
(Percent. change fram previous year, or previons quarter from 1945 on)
Memorznduin items:
Contribntions to reserve
money growlh
NFA 181 -148 1559 -360.7 436 # s 54 T4 4.0 04 &8 14.3 27 45 124 546 20 14 23 14.3 )
NDA M1 2.6 734 <273 514 236 -14.2 10 <1 0.7 17 10.% 9.0 73 16.6 3.6 6.6 22 -10.6 10.5 -7
Keserve mpmey rultiptier
Broud miney 4.4 49 43 53 8 26 pa) 3.0 27 28 2.9 pa 27 29 29 30 9 3.2 Al 29 30
Lew money 35 33 X 26 16 16 16 17 17 17 18 L7 1.6 17 L7 1.8 1.7 i.8 1.7 1.6 17

Source! Bulpanan National Bank.
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STATISTICAL APPENDIX

Table A37. Bulgaria: Liquidily Ralios and Capital Adequacy of Commercial Banks, 1998-2001

Commercial bank 1998 1599 2000 2001
groups Dec. Dec. Mar. Jun. Sep. Dec Mar. Jun. Sep. Dee
Group I I/ Primary liquidity, percent of deposits 142 13.2 12.9 2.7 9.0 8.8 9.5 11 13.0
Secondary liquidity, percent of deposits 333 28.8 28.1 225 21.9 21.0 15.0 15.8 21.3
Capital base, billions of leva 6381 699.2 6970 7342 7384 7595 706.2 7433 7559
Tolal risk component, billions of feva 1299.7 1413.2 1522.3 1698.7 1779.7 1 883.7 1938.0 1948.8 2045.8
Total capital adequacy, percent 5004 44.5 45.8 432 41.5 40.3 364 382 371
Group 112/ Primaty liquidity, percent of deposits 133 13.8 13.0 .35 10.1 11.8 9.2 10.3 14.6
Secondary liquidity, percent of deposits 440 384 35.6 30.6 315 383 26.5 26.2 333
Capital base, billions of leva 176.4 2344 2434 2489 2584 306.3 3156 348.7 3522
Total risk component, billions of leva 596.5 7295 8556 9389 942.9 1253.9 1331.3 1474.8 1347.9
Total capital adequacy, percent 29.6 321 285 26.5 114 24.4 23.7 236 233
Group [11 3/ Primary liquidity, percent of deposits 18.4 14.2 14.4 11.1 15.5 a.1 2.1 9.6 15.2
Secondary liquidity, percent of deposits 3is 384 385 39.7 40.5 334 7.7 235 30.5
Capital base, billions of leva 1102 [39.3 143.3 143.8 148.1 133.5 1511 149.9 172.3
Total risk component, billians of leva 504.0 586.6 6487 7328 695.2 667.6 701.6 7411 7746
Total capilal adequacy, percent 21.9 23.8 21 15.6 21.3 20.0 215 20.2 222
Group IV 4/ Primary liquidity, percent ol deposils 18.2 14.4 14.6 12.0 16.2 129 13.1 17.9 15.0
Secondary liquidity, percent of deposits 42,4 3.0 30.9 27.2 28.4 439 38.0 48.4 37.1
Capitai base, billions of leva 237.1 206.4 226.7 226.7 233.2 222.8 236.9 2418 257.8
Total risk component, billions of leva 4282 395.2 429.4 448 4 448.5 426.3 428.6 4548 5429
Total capital adequacy, percent 55.4 52.2 52.8 50.6 52.0 523 553 53.1 47.5
Group V 5/ Primary liquidity, percent of deposils 152 88 2.9 7.2 s 6.7 5.1 7.2 9.0
Secomdary liquidity, psrcent of deposits 16.8 11.8 14.0 11.3 9.1 2.4 7.6 10.0 9.9
Total for the Primary liquidity, percent of deposits 17.1 15.0 132 13.0 10.0 16.4 9.6 9.1 10.1 13.5
hanking system Secondary liquidity, percent of deposits 57.4 352 313 0.6 26.4 6.0 272 15.9 203 255
Capital base, billions of leva 1002.4 1151.8 12795 1310.4 13535 1378.0 1422.4 1406.9 1485.4 1538.2
Total risk component, billions ofleva  2728.2 28283 31245 3456.0 3818.5 3860.2 4231.6 4399.5 4619.6 4911.3
Total capital adequacy, percent 36.7 41.8 41.0 379 354 356 336 32.0 321 313

Source: Bulgarian National Bank.
1/ Group [ includes the following banks: United Bulgarian Bank; DSK Bank; and Bulbank.
2/ Group ILincludes: Expressbank; Biochim; Hebros Commercial Bank; and Bulgarian Post Bank.

3/ Group III includes: Municipal Bank; First Investment Bank; Raiffeisenbank, Bulgaria; BNP-Dresdnerbank, Sofia;

and Central Cooperative Bank.

4/ Group TV includes: Neftinvestbank; Bulgarian-Amctican Credit Bank; Hurobank; Unionbank; Corporate Commercial

Bank; Demirbank; Tokuda Credit Express Bank; Rosseximbank, First East International Bank: International Commercial

Bunk; Teximbank, Bulgaria-Invest; Balkan Universal Bank; Promotional Bank, BRI Bank; and International Bank

for Trade and Development.

5/ Group V includes: Hypovereinsbank, Bulgaria, Sofia Branch; ING Bank, Sofia Branch; Xiosbank, Sofia Branch;
National Bank of Greede, Sofia Branch; T.C. Ziraat Bank, Sofia Branch; and Ionian and Popular Bank of Greece, Sofia Branclh.
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Table A38, Bulgaria: Quality of Credit Portfolio of Commercial Banks, 1998-2001

1998 1999 2060 2001
Commercial bank groups Dec. Dec. Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec.

{In percent of loans)

Group I I/ Total (in hillions of leva) 2239.1 29724 2992.) 37249 3618.1 39576 39955 38683 38104
Standard (in percent) . 04,4 95.2 959 96.7 97.0 96.9 96.5 96.5 97.0

Watch (in percent) 2.6 23 13 1.2 1.0 13 1.6 1.5 1.2

Substandard {in percent) 0.8 0.7 0.7 0.6 0.5 {.5 0.3 0.3 0.3

Doubtful (in pereent) . 0.4 0.6 0.9 0.4 0.5 04 0.2 0.1 02

Loss (in percent) 1.8 1.1 1.3 1.1 1.0 1.1 1.3 1.5 1.3

Provisiens (in percent) 56 4.2 4.4 4.3 4.0 4.0 4.2 4.0 40

Group 1T 2/ Total (in billions of leva) 11114 1553.2 1541.2 17968 16519 19549 25031 26085 25637
Standard (in percent) e 68.4 74.8 76,0 20.0 84.6 36.8 9.4 92.0 91.4

Watch (in percent) 4.8 4.5 33 2.7 32 4.1 3.1 23 3.0

Substandard (in percent) 1.0 0.7 0.8 0.3 0.8 0.8 0.8 0.6 0.8

Doubtful (in percent) 1.4 23 2.2 1.5 0.8 12 0.7 0.7 .4

Loss {in pereent) . 24.4 17.7 17.7 15.5 10.6 7.1 5.1 4.4 43

Provisions {in percent) 233 18.7 189 17.5 125 98 7.5 6.6 6.3

Group II1 3/ Total {in billions of leva) 699.5 727.5 774.2 950.1 881.2 9119 B38.6 896.2 2184
Standard {in pereent) 90.7 90.1 BE.7 90.3 90.5 92.1 85.1 85.6 838

Watch (in percent) 5.4 5.8 6.6 5.4 6.0 29 62 6.5 8.0

Substandard (in percent) 0.9 0.7 0.7 4.9 0.5 2.1 2.1 2.1 17

Doubtful (in percent) 0.3 0.8 1.4 1.5 0.9 0.9 35 13 1.7

Loss (in percent) 2.6 2.6 2.7 2.0 2.1 2.0 3.0 4.5 4.2

Provisions (in percent) 54 6.0 5.9 3.6 3.6 4.5 6.8 6.4 6.5

Group IV 4/ Total (in billions of lcva) 554.8 S6.1 579.5 5973 551.9 506.2 356.1 391.1 457.4
Standard (in percent) 81.8 86.8 27.4 g1.2 B0.3 R0.0 75.9 79.5 82.0

Watch (in percent) . 4.2 4.7 4.7 89 10.1 8.1 1.3 10.1 9.1

Substandard (in percent) . 57 2.2 2.0 29 2.2 32 7 33 32

Doubtful {in percent) 34 3.3 2.7 3l 35 4.4 i3 0.9 0.9

Laoss (in pereent) 4.9 30 32 4.0 39 42 5.6 6.1 48

Provisions (in percent) 14.9 6.4 7.1 8.4 K.8 10.1 11.0 9.5 8.4

Group V 5/ Total (in billions of leva) 436.9 5316 460.6 557.3 692.1 706.1 §02.7 7853 891.7
Standard (in percent) . 87.6 89.4 89.1 95.4 92.5 50.4 86.0 91.% u5.4

‘Watch (in pcrcent) . 0.5 8.7 8.0 20 16 2.5 5.6 35 0.9

Substandard (in percent) . 0.7 1.1 2.0 1.6 5.1 59 43 3.5 0.7

Doubtful {in percent) - 0.0 0.0 0.0 0.4 02 0.0 0.0 0.0 29

Less (in percent) 0.9 0.8 0.9 0.7 .6 1.1 1.0 1.1 0.4

Provisions (in percent) 4.9 23 4.1 2.8 4.1 4.6 47 4.2 4.1

Total Total (in billions of leva) 39459 5041.7 63410 63476 76263 T3US #036.5 84959  B549.6 86415
Standard (in percent) 86.6 86.2 B84 BR9 90.6 91.8 92.3 92.0 92.8 93.1

Watch (in percent) 36 44 4.0 3.2 2.7 2.8 2.7 33 29 2.9

Substandard (in pereont) 1.9 1.4 0.9 0.9 0.8 1.2 1.4 1.1 1.4 08

Doubtful (in percent) 0.6 0.9 1.2 1.4 1.0 0.8 2.8 0.8 04 0.6

Loss (in pcreent) 13 7.2 35 5.6 4.8 34 2.8 27 24 27

Provisions (in percent) 10,0 8.0 8.3 7.8 6.5 5.8 3.7 5.3 5.2

Source: Bulgarian Natienal Bank.

1/ Group I includes the following banks: United Bulgarian Bank; DSK Bank; and Bulbank,

2/ Group 11 includes: Expressbank; Biochim; Hebros Commercial Bank; and Bulgarian Post Bank.

3/ Group III includes: Municipal Bank; First Investment Bank; Raiffciscnbank, Bulgaris; BNP-Dresdnerbank, Sofia;

and Central Cooperative Bank.

47 Group IV includes: Neftinvestbank; Bulgarian-American Credit Bank; Eurobank; Unionbank; Corporate Commercial

Bank; Demirbank; Tokuda Credit Express Bank; Rosseximbank; First East International Bank; International Commcreial

Bank; Teximbank; Bulgaria-Invest; Balkan Universal Bank; Promotional Bank; BRI Bank; and [nternational Bank

for Trade and Development.

5/ Group V includes: Hypovereinsbank, Bulgaria, Scfia Branch; ING Bank, Sofia Branch; Xiosbank, Sefia Branch;
National Bank of Greece, Sofia Branch; T.C. Ziruat Bank, Sofia Branch; and Ionian and Popular Bank of Greece, Sofia Branch.



Tabie A39. Bulgaria: Consolidated Income Statement of the Banking System, 2000-01

1999 2000 2001
Mar. Mar. Jun. Sep. Dec. Mar. Jun, Sep. Dec
(in thousands of leva, cummulative)

[merest Income 106,654 127,147 269,568 427,476 600,982 163,567 336,002 509,521 686,760
on Banks and Other Financial Institutions 28,093 35,064 78,274 133,657 193,142 54,220 104,876 152,265 187,062
on Loans and Advances to Nen-TFinancial Institutions

and other Clients 67,658 81,416 169,906 261,699 367,608 100,468 213,620 330,407 464,655
Income on Investment Securities 10,903 10,667 21,388 32,120 40,232 R,879 17,506 26,849 35,043

Interest Expense 33,363 40,831 86,509 135,616 186,539 50,770 105,481 159,385 211,685
on Deposits by Banks and Other Financial Institutions 7,070 6,677 15,213 23,509 32,102 8,084 9.85% 14,003 21,128
on Deposits by Non-Financial Institutions

and Other Clients 25,423 31314 64,969 101,280 138,615 25,423 50,289 77,585 102,710
on Borrowings 2,872 2,840 6,427 10,827 15,822 2,872 2,424 17,955 23,053

Net Interest Income 71,289 86,316 182,959 291,860 414,443 112,797 230,521 350,136 475,075

Net Tnterest and Trading and Revaluation Income 105,963 141,714 256,953 471,808 681,816 268,316 400,773 577,633 743,621
Of whicl: Trading and Revalvation Profit'Loss 43,081 66,509 92,316 283,006 332,007 40,757 BL,137 120,683 177,897

Less: Provisions for Credit Losses 8,408 11,111 18,322 103,058 64,634 -114,762 -89,115 -106,816 -90,649

Operating Income/Loss Before Tax and Extracrdinary Items 55,457 81,323 142 244 296,798 403,178 197,675 244 0083 349,927 400,222
Other Non-Interest Income 36,026 35,433 50,709 141,178 190,321 45,040 92,286 146,290 206,661
Operating Income Before Expenses 141,989 177,147 347,662 612,986 872,137 313,356 493,059 723925 930,282
Overhead Expenses 86,532 95,824 205416 316,188 468,959 115,681 249,056 373,998 541,060

Net Profit/Loss 71,707 70,837 121,916 238,811 282,701 157,588 203,302 274,876 319,375
Revaluation Extraordinary Gain/Loss 50,575 21,601 26,808 53,303 14,285 18,835 34,802 26,103 33,834
Profit/Loss Before Taxation 106,032 102,924 169,054 350,101 417,463 216,310 278,805 376,030 443,056

Source: Bulgarian National Bank.
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Table A40. Balance Sheet of the Deposit Money Banks, 2000-01

2000 2001
March June September December March June September December
(In thousands of lova)
Assets
Cash in vault and funds in current account with BNB 871,569 864,897 751,164 736,561 775,880 764,650 892,264 1,287,012
Due from Banks and (OtherFinancial Institutions 3,342 187 3,188,322 47223983 3,895,202 4,391,824 4,582,249 4,286,146 4,049,424
Securities in Trading Portfolio 1,063,517 1,117,736 1,167,447 1,061,816 1,265,748 1,117,686 1,268,379 1,521,307
Securities in Investment Portfolio 605,308 594,620 515,721 415,999 471,925 447 431 504,138 520,636
Loans Extended to the Budget 4,370 7,507 5,619 3,445 5,870 4,023 51,972 5,772
Loans Extended to State Enterprises 244 273 201,676 130,318 117,034 122,138 130,020 121,422 148,273
Loans Extended to Private Enterprises 1,717,416 1,878,921 2,111,145 2,332,882 2,434,243 2,586,954 2,818,212 3,159,490
Loans Extended to Individuals and Houscholds 507,715 544,639 360,411 56¥,893 607,421 705,015 776,429 832,330
Loans Lxtended to Non-financial Institutions
and Other Clients 2473774 2632743 2807493 3022254 3169673 3426012 3808035 4145865
Earning Asscts 7,487,846 7,533,421 8,714,644 8,416,271 9,299,172 9,573,378 4,866,698 10,237,232
Assets for Resale 12,823 12,282 14,936 8,483 9,722 18,215 17,735 14,509
Interest Receivable and Other Assets 220,525 206,907 214,439 205,058 290,017 315,891 218,710 220,758
Fixed Assets 351,981 369,254 379,047 406,747 418,481 431,807 445,094 461,018
Total Assets 2,944 744 B.OB6.761 10,074,230 0,773,520 10,793,278 11,103,981 11,440,501 12,220,529
Of Which Pledged Asscts 283275 304,243 558,966 517,871 540,238 671,420 771,941 676,915
Liabilities and Capital
Deposits by Banks 535,554 507,985 737278 583,59 733,658 362,954 608,893 698,569
Deposits by Other Financial Institutions 168,000 177,074 125,812 142,921 163,051 183,730 187,052 208,782
Deposits by Non-financial Institutions and Other Clients 5,896,406 5,952,667 6,643,183 6,389,689 7,156,667 7,680,627 ¥,029.474 8,644,342
Total Deposits 6,599,960 6,637,726 7,506,273 7,116,201 8,053,376 8427311 8,825.419 9,555,693
Short Term Atlracted Funds 56,077 85,106 130,432 199,735 113,047 164,535 159,423 169,454
Interest Payable and Other Liabilitics 713,287 629,498 751,125 684,622 683,604 754,120 635,653 530,516
Long-Term Adtracted Funds 186,147 201,878 222,095 272,800 292,260 262,375 256,771 308,989
Subordinated Debt 0 1] 0 1] 1,169 1,196 1,149 1,17
Total Liabilitiles 7,555,471 7,554,208 8,609,925 8,273,358 9,143 456 9,609,537 9,878,415 10,565,823
Capital 1,009,300 1,042,600 1,072,128 1,105,289 1,249,686 1,071,299 1,118,802 1,206,408
Reserves 379,973 389,953 392,177 394,873 400,136 423,145 443,284 448,298
Capital and Reserves 1,389,273 1,432,553 1,464,305 1,500,162 1,649,822 1,494,444 1,562,086 1,654,706
Total Liabilitics and Own Funds 8,944,744 8,986,761 10,074,230 9,773,520 10,793,278 11,103,981 11,440,501 12,220,529
Credit Substitudes 616,660 634,480 734,339 761,774 879,617 946,950 1,061,705 1,077,686
Derivatives 206,362 679,785 408,699 377,175 697,023 928,666 474,531 452,190
Off-Balance Sheet Liabilitics 1,523,022 1,314,265 1,143,038 1,138,949 1576640 1,875,616 1536236 1,529,876

Source: Bulgarian Nationa! Bank.
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Table Ad 1. Bulgaria: Summary Balavce of Paymeants, 1997-2001
{In millicns of U.S. dellags)

15997 1998 1545 2000 2001
CURRENT ACCOUNT 1,046 -61 -632 =701 -R7H
Trude Balance 321 -3l -1.0K%1 ~1,173 -1,566
Exports {fo.b.} &4, 10 4,193 4,006 4812 5,089
y-o-y growth (percent) 2.6 -12.8 -4.5 2001 6.0
Tmports {fo.b.} -4 488 -4,574 -5,087 -5,98% -6,665
y-u-y grawth {percent) -1L7 Ly 1.2 177 108
Services, net #4535 37 34 505 346
Income, net -157 -2823 -183 -321 -344
of which: lnlerest Payments of the Centr. Governmeni ~433 -438 -457
of which: Income to Direct Investors 39 -107 -150
Current Translers 237 230 400 2580 446
CAPITAL AND TINANCIAL ACCOUNT 156 -3 A7 R39 1,275
Capital Transfers ] 0 -2 23 0
Foreign Diract Investment, net 307 537 K12 1,003 641
of which: privatization reccipts 421 155 227 360 3%
Porfolic Investment, nel 133 -241 -199 -179 52
Other lirvestment, net 1/ =119 -9 193 59 281
General Governntend, net 7 Bl -105 =214 -308
Domestic Money Banks, net -474 ) a7 =383 =75
Other I'rivate Seclor, net 349 168 231 638 604
Errors and Omissions -364 =300 43 =70 271
OVERALL BALANCE 1,203 -3 96 137 39
FINANOING -1,200 as -94 -137 -398
Change in Gross Interoalional Reserves (increase: =} 1/ -1,640 441 -527 -409 =300
Use of Fund Credit (purchase: +) 397 129 162 134 -169
Purchases 397 31z 2H6 275 13%
Repurchasas 0 -183 -124 -L3Y -301
Laceptional Finaneing, net 40 426 270 136 |
Fiuancing Gap (gap: +) 0 ¢ 0 0 o
MEMORANDUM ITEMS
(iross International Reserves 27 2,474 3,056 3,222 3,460 3,579
in months of prospective gnfs impaores a4 XS] 5.0 4.4 4.6
Current account in percent of GDF 10.1 -N.s -5.0 -5.0 -6.5
Trade aceount in percent of GDI kN -3.0 -B.3 B -l11.6
FT¥ (net} in persent of the curent account deficit w74 123 143 )
Gross exterpal debt 10,409 10,862 1,914 11,202 10,616
in percent of GDP 100.4 835 £4.2 HH.9 TRI
public 0,574 9,991 94354 %311 8,650
private 83s 901 1,459 1,891 1,966
External Debt Service of the Central Government 3/ 638 039 1102
Gor 11,365 12,738 12,956 12,605 13,553

Sources: Belgarian Authorities, and Fund staff estimales,

1/ excluding vatuation changes.
2/ historical figures include valuation changes.
A/ includes the largest share of obligations to the IMF.
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Table A42. Bulgaria: Current Account, 1997-2001
(In millions of U.S. dollar)

1997 1998 1999 2000 2001

Current Account 1046 -61 -652 =701 -878
Goods, services, and income, net 810 -291 -951 -991 -1364
credit 7222 6288 6061 7310 7876
debit -6412  -6579  -7012  -B301  -9240
Goods, net 321 -381  -1081  -1175  -1566
credit 4809 4193 4006 4812 5099
debit -4488  -4574 5087  -5398%  -6665
Services, net 845 373 314 505 546
credit 2202 1788 1788 2175 2425
Transportation 590 452 522 631 697
Travel 1093 966 932 1074 1201
Other services 520 369 335 469 527
debit -1357  -1415  -1474 1669  -1880
Trangportation -528 -530 -649 -732 -804
Travel -385 -519 =526 -538 -569
Other services -444 =366 -299 -399 =507
Income, net -357 -283 -185 -321 -344
credit 211 307 266 323 352
Monetary authorities 61 108 87 104 101
General government 23 71 77 74 73
Banks 74 73 6l 69 69
Other scetors 53 55 41 76 109
debit -567 -590 -451 -644 -696
Monetary authorities -31 -45 -44 -6 -4
General government -467 -433 -394 -448 -448
Banks -24 -51 -28 -24 -126
Other sectors -47 -61 16 -167 -117
Current transfers, net 237 230 300 290 486
credit 276 262 329 354 586
General government 129 71 80 74 177
Other sectors 146 191 248 280 405
debit -39 -32 -29 -64 -100
General government -1 -11 -13 -19 -41
Other seclors -38 -20 -16 -45 -59

Source: BNB.
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Table A43. Bulgaria: Trade Volumes and Prices, 1997-2000

(Percentage changes in US dollar indices)

1997 1998 1999 2000 2001
Export value 2.6 -12.8 -4.5 20.1 6.0
Export price 1/ 1.2 -3.6 0.7 6.4 -2.8
Export volume 10.6 9.5 -5.2 12.9 9.1
Import value -1.7 1.9 11.2 17.7 10.8
Import price 1/ -4.2 -14.0 4.6 16.3 -l.a
Impert volume 2.6 18.5 6.3 1.2 12.6
Terms of trade -1.5 5.1 -3.7 -8.5 -1.2
Memorandum items:
Bxports of goods:
Volume growth in Bulgaria's exporl markets 2/ 11.3 4.9 0.5 12.2 1.3
Volume growth in Bulgaria's exports 10.6 9.5 -52 12.9 2.1
Change in Bulgaria's market share =17 -13.8 -5.6 0.6 7.1
hmports of goods:
Real GDP growth in Bulgaria } -6.9 3.5 2.4 58 4.1
Volume growth in Bulgaria's imports 2.6 185 63 1.2 12.6
Change in foreign suppliers' share of Bulgarian marke 10.1 14.5 3.8 -4.3 8.2

Sources: Data provided by the Bulgarian authorilics; IMF World Economic Outlophnd TMF staff estimates.

1/ For 1997 and 1998 Bulgarian export {import)-weightedaverage change in non-fuel commoditiesprices, exportunit values for manufacnured
goods of industrialized economies, and fuel commedities’ price, all in U.S. dollar terms; for 1999 - BNB.
2/ Bulgarian export-weighted average change in partners’ (all counrries) real imports of goods {including oily in U.S. dollar terms.
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Table Ad44. Bulgaria: Commodity Composition of Exports, 1997-2001

In 1.8, dollar million In percent of wial Exports
1997 1998 1999 2000 2001 1997 1948 1999 2000 2001
Consumer goods 1354 1303 1343 1439 1712 28.2 311 335 29.8 336
Food 280 233 195 157 196 5.8 5.6 4.9 33 g
Tobacco 122 57 38 32 19 23 1.4 0.9 0.7 0.4
Beverages 141 142 92 76 69 29 34 23 1.6 1.4
Clothing and footwear 444 535 665 790 1018 9.2 12.8 16.6 16.4 200
Medicines and cosmetics 190 153 148 164 160 19 36 7 34 31
Furniture and houscheld appliances 77 88 101 1035 133 1.6 21 2.5 22 2.6
Others iH] 93 105 115 118 2.1 2.2 2,0 24 23
Raw materials 2352 1935 1683 2134 2073 49.0 46.1 42.0 44,2 40.7
Iron and steel 494 394 264 38E 350 10.3 9.4 6.0 8.0 6.9
Other metals 419 302 284 493 423 87 72 7.1 10.2 B3
Chemicals 292 194 151 199 200 4.1 4.6 38 4.1 iy
Plastics and rubber 156 135 122 126 129 33 32 3.0 26 25
Tertilizers 172 79 37 95 87 36 1.9 0.9 2.0 1.7
Textiles 218 149 138 144 183 4.5 4.5 3.4 10 36
Raw materials for the food industry %9 149 196 133 152 21 36 4.9 28 340
Wood produets, paper and paperboard 119 126 131 135 127 2.5 30 a3 23 2.3
Cement 51 25 27 33 28 1.1 06 0.7 0.7 0.6
Raw tobacco 37 51 64 45 39 0.8 1.2 1.6 4.9 0.8
Others 360 290 269 343 353 6.2 6.9 6.7 7.1 6.9
Tnvestment goods . 706 673 613 552 623 14.7 16.0 1533 11.4 122
Machines and equipment 199 197 214 215 234 4.1 47 53 4.5 4.6
Electrical machines 80 63 5% 62 73 1.7 1.5 1.4 1.3 1.4
Vehicles 23 92 47 23 az 1.7 22 1.2 05 0.6
Spare parts and equiptment 124 104 92 110 139 26 25 2.3 2.3 2.7
Others 220 216 202 143 144 4.6 531 50 30 2.8
Total non energy commodities 4418 3011 3638 4125 4408 91.9 93.3 90.8 85.5 B6.5
Mineral fuels, oils and electricity 391 283 368 699 689 8.1 6.7 9.2 14.5 13.5
Petroleum products 267 154 2490 537 434 3.6 i 72 11.1 89
Others 123 128 T4 162 235 26 11 240 34 4.6
TOTAL EXPORTS /FOB/ 4809 4193 4006 4825 5096

Source: BNB.



Table A45, Bulgaria: Direction of Trade, 1997-2001 1/

(In percent of total)

1997 1998 1999 2000 2041
Exports  Tmports Exports Imports Exports Imports Exports Imports Bxports  [mports
Developed countries 589 474 64.0 56.0 66.3 59.1 682 537 71.1 532
Qf which:
Austria 1.1 25 17 28 1.7 3.0 13 23 1.7 20
Belgium 1.6 12 3.6 1.8 44 1.7 6.0 1.3 5.6 1.5
France 28 33 34 4.5 45 5.2 48 4.9 5.6 6.0
Germany a.6 119 10.6 i3.9 9.9 14.9 9.2 13.9 9.6 15.3
Greece 83 4.1 88 5.9 8.6 5.7 78 49 8.8 0.0
Ttaly i1.9 73 13.1 1.7 139 8.4 147 8.5 15.0 9.6
Japan 0.7 0.7 08 0.8 0.6 12 0.4 1.0 0.3 1.1
Netherlands 1.5 19 1.9 21 2.1 2.0 13 1.7 16 1.8
Spain 2.7 0.5 29 1.1 2.7 1.4 2.1 1.5 32 17
Turkey 9.1 2.0 8.0 246 7.3 3.0 10.3 33 8.1 38
United States 27 kR 2.6 4.0 37 35 39 3.0 5.5 26
United Kingdom 27 2.6 2.6 24 2.5 2.4 24 21 26 2.5
Developing countries 41.1 52.6 36.0 44.0 337 40.9 3.8 46.3 289 46.8
Of which:
Czech Republic 0.4 13 &4 1.9 04 1.8 0.4 1.9 0.5 2.4
Hungary 0.5 0.9 0.8 0.8 0.6 0.9 0.6 0.9 0.7 1.1
Macedonia 1.7 0.5 1.8 0.7 2.6 0.5 23 0.4 22 0.3
Poland 0.6 1.2 13 0.9 0.7 14 0.6 14 0.6 1.5
Romania 1.3 09 12 1.2 14 13 1.7 3.5 2.3 2.4
Russia 7.8 284 5.3 20.0 47 20.1 25 240 23 19.9
Serbiw/Montenegro 21 0.7 1.8 0.7 4.1 0.3 7.6 0.4 42 0.3
Ukraine 2.9 35 2.6 s 17 2.6 1.2 2.9 12 32
Total 100 100 160 100 100 100 100 100 100 100
Memorandum items:
EBuropean Union 43.9 38.0 50.5 45.4 521 484 516 443 54.8 49.4
CEFTA memhers 2/ 3.3 5.0 49 5.6 4.4 6.4 38 8.7 4.8 7.6

Source: BNB.

1/ Tmpaorts and exports recorded according to the dale at which goods cross the border.
2/ Includes Czech Republic, Hungary, Poland, Romania, Slovak Republic, and Slevenia.
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Table A46. Buigaria: Commadity Composition of Imports, 1997-2001 1/

Consumer gonds
Food, drinks and tobacco
Fumiture and houschold applianccs
Medicines and cosmetics
Clothing and footwear
Automobiles
Others

Raw matcrials
Ores
Tron and steel
Other metals
Textiles
‘Wood products, paper and paperboard
Chemicals
Plastics and rubber
Raw materials for the food industry
Raw skins
Raw tohacco
Others

Invesiment goods
Machincs and equipment
Electrical machines
Vehicles
Spare parts and cquipment
Others

Total non energy commodities

Mineral tucls, oils and electricity
Fuclg
Crudc oil and Natural gas
Coal
Others
Others

Total Tmports, cif

In U1.5. dollar millions

in percent of total imports

1997 1998 1999 2000 2001 1997 1998 1999 2000 2001
474 07 945 994 1279 .8 14.3 17.1 15.3 17.7
123 190 165 175 197 2.5 38 3.0 2.7 2.7

57 28 143 148 187 1.2 1.8 2.6 23 2.6
85 131 170 190 257 1.8 27 34 2.9 3.6
103 150 176 191 267 2.1 3.0 3.2 2.9 37
26 41 145 145 190 0.5 0.8 2.6 2.2 2.6
75 107 147 145 180 1.6 22 2.7 2.2 2.5

1940 2008 1843 2145 2526 40.0 40.5 334 330 35.0

167 198 168 216 248 14 4.0 3.0 33 3.4
o4 119 o2 132 147 1.9 24 1.7 2.0 2.0
45 40 38 63 g1 0.9 0.8 0.7 1.0 1.1

481 492 494 588 723 99 99 9.0 91 10.0
112 138 136 136 169 2.3 2.8 2.5 2.4 23
243 284 161 171 183 5.0 57 2.9 2.6 25
144 186 220 243 285 3.0 37 4.0 a7 39
259 131 116 122 139 53 2.6 2.1 1.9 1.9

59 47 43 55 78 1.2 0.9 0.8 0.8 1.1
30 36 34 27 25 0.6 0.7 0.6 0.4 0.3
305 337 342 372 448 6.3 6.8 6.2 5.7 6.2
822 1061 1492 1590 1754 16.9 214 27.1 24.5 24.8
354 379 595 610 613 73 7.6 10.8 9.4 8.5
a1 171 212 190 317 2.1 34 3.8 2.9 4.4
84 163 305 322 401 1.7 33 55 5.0 55
135 181 208 207 244 2.8 3.7 ER-1 32 34
148 167 173 262 219 3.4 3.4 3.t 4.0 3.0

3236 3776 4280 4730 5600 66.7 76.2 716 727 71.5

1618 1181 1235 1772 1624 333 218 224 273 225

1563 105 1179 1623 1441 322 223 214 25.0 129

1301 840 998 1440 1244 26.8 16.9 18.0 22.2 17.2
167 169 15 131 130 34 14 21 20 2.1

95 97 68 51 46 290 2.0 12 0.8 0.6
56 75 56 149 183 1.1 1.5 1.0 2.3 2.5
4854 4957 5515 6501 7224

Source; BNB.
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Table A47. Bulgaria: Tounism Indicators, 1998-2001

1598 1999 2000 2001 1999 2000 2001

(petcent change)

Number of Tourist Arrivals 1,973 2,084 2,354 2,755 5.0 13.0 17.0
of which:

Furopean Union 605 672 797 1,008 1.1 18.6 26.5

of which.:
Greece 255 294 321 344 15.3 9.2 72
Germany 73 206 263 374 9.1 277 422
United Kingdom 68 53 52 64 =221 -2.1 329
Russia 106 131 239
Macedonia H58 643 -23
FR Yugoslavia 218 359 64.6
Travel receipts (in millions of US §) 966 932 1,074 1,201 -3.5 152 11.8

{in percent of total)

European Union 307 322 338 36.6
of which:
Greece 12.9 14.1 13.6 12.5
Germany B8 9.9 11.2 13.6
United Kingdom 34 25 22 2.5
Russia 4.7
Macedonia 23.3
FR Yugoslavia 13.0

Source: Ministry of Bcononty.



- 115 - STATISTICAL APPENDIX

Table A48. Bulgaria: Financial Account, 1997-2001
(In millions of U.S. dollars)

1997 1998 1999 2000 2001

Financial Account 521 267 795 883 1004
Direct investment abroad 2 0 -17 2 -10
Direct investment in reporting economy 505 537 219 1002 651
Portfolio investment assets -14 -129 -207 -64 23

Equity securities -9 -11 0 -8 -61
Debt securities -5 -119 -207 -506 38
Portfolio investment liabilities 146 -112 8 -115 105
Equity securities 52 19 2 5 -9
Debt securities 94 -131 6 -120 114
Other investment assets -54 222 22 -137 294
Trade credits 0 0 -1 121 0
Loans 139 17 11 -7 16
(General Government 129 0 0 0

Banks 0 6 0 -7 0

Other sectors 10 11 11 0 16
Currency and deposits -421 43 -48 -436 -162
General Government 0 0 0 0

Banks -436 69 23 -487 -i29

Other sectors 15 =27 =71 51 -33

Other forex deposits 256 155 74 195 464
Other assets -28 8 -14 -10 -24
Other 0 0 0 0
Other investment liabilities -65 =251 171 195 -13
Trade credits 16 9 30 29 0
Loans -183 -178 3 58 -184
Monetary authorities 0 0 0 0

General Government -122 =206 -105 -216 =308

Banks -55 13 0 38 9

Other sectors -5 14 178 237 116
Currency and deposits 16 -80 45 73 45
Other liabilities 85 -3 -26 34 126
Other 0 0 0 0 0

Source: BNB.



-116- STATISTICAL APPENDIX

Table A49, Bulgaria: Foreign Direct Investment by Sector and Country ol Origin, 1997-2001 1/
{In millions of U.S. dollars)

1997 1998 1999 2000 2000 2/
Forcign direct investment by sector:

Financial activities 04 119 443 63
Trade and repairs 177 124 80 72
Petroleum, chemical, rubber and plastic products 41 165 72 12
Mineral products 151 72 7 19
Telecommunications 3 14 15 177
Metallurgy 13 72 17 37
Mechanical products 21 18 05 L7
Food products 32 3 12 43
QOther sectors 9% 202 281 249
Total 620 819 1002 689

Foreign direct investment by country of origin:
Belgium 264 31 66 40 3
Germany 31 56 101 72 65
United Statss 47 19 50 37 41
Greece 16 3 15 241 214
Netherlands 11 41 28 17 22
Cyprus 21 109 109 -1l 29
United Kingdom 16 59 48 23 16
Switzerland 31 7 13 15 2
Spain 30 57 3 1 19
Korea 23 2 3 7 3
Luxembourg 12 23 4 6 i7
France i 3 63 29 12
Austria 12 47 23 89 137
Turkey {0 24 19 20 4
Other countries 311 1 203 203 203
Total 636 620 819 1002 689
Inward ditect investment 3/ 505 537 819 1002 689
Equily capital 492 505 500 755 477
of which: from privatization 421 155 227 366 19
Other capital 13 -17 351 188 189
Reinvested earnings 0 50 -33 58 23

Sources: Data provided by the Bulgarian authorities; and staff estimates.

1/ As measured by the Bulgarian lioreign Investment Agency on the basis of contracted amounts and using
nominal values for any amounts to be paid in the form of securities such as Zunk bonds.

2/ Preliminary eslimates.

3/ As measured in the balance of payments on the basis of amounts retitted and using market values for any
amounts paid in the form of securities such as Zunk bonds.
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Table A50, Bulgaria: BExternal Debt Stock, 1997-2001 1/

Total {A+B)
A. Public Sector ([+HITHITI+HV)
1. Government Debt {1+2)
I. Loans
2. Bonds
II. Gevernment-guaranteed Debt
1. Loans
Til. Debt of Monetary Authorities
LV, Other Public Debt
Municipalities
1. Bonds
Commercial Banks (1+2)
1, Loans
2, Non-residents' Deposits
Companies (1+2+43)
1. Inter Company Loans
2. Other Loans
3. Trade credits
Other ¥
B. Private Sector (I+1I)
L. Commereial Banks {1+2+3+4}
1. Intra Company Loans
2. Other Loans
3. Bonds
4. Non-wsidents' Deposits
1. Companies {1+2+3}
1. Intra Company Loans
2. Other Loans
3. Trade credits

(ross External Debt Siock (A + B)
A, Long-term Debt
1. Official creditors
1. International financial institutions
Iniernational Monetary Fund
International Bank for Reconstruction anc
Eurapean Union
Other international financial institutions
2. Bilateral
Paris Club and nonrescheduled debt
Other bilateral
I1. Private creditors
1. Brady Bonds
2. Eurobonds
3. Cther Bonds
4, Other treasury securities
3. To commiercial banks
6, To companies

B. Short-term Debt
L Ofticial creditors
1L Private creditors
1. To commercial banks
2. To companies

STATISTICAL APPENDIX
By Dgbtors
1997 1998 1999 20040 2001
10409 10892 10914 gz 16ls
9574 9991 9454 9311 8650
3705 3964 8370 8234 7734
3647 3952 3392 3238 2755
5058 5012 4977 4976 4979
384 503 582 632 725
R4 503 582 632 725
31 120 17 104 66
453 402 186 340 125
0 0 27 26 20
0 0 27 26 20
263 310 201 107 9
265 281 170 100 3
0 28 31 7 4
47 45 80 115 o4
0 0 0 ] 0
0 0 28 51 47
47 45 31 64 46
141 48 79 94 2
835 901 1459 1891 1966
o0 88 148 269 306
1 14 46 59 ]
4 3 3 43 47
85 7 99 167 199
744 813 1342 1622 1660
0 120 332 369 528
143 120 322 479 466
601 573 638 3 666
By Creditors
9760 16274 10204 11202 10416
8557 9276 9609 9752 5408
3272 4044 4043 3541 3421
2242 2774 2891 3012 2751
936 1115 1249 1322 1110
540 712 g7 918 950
286 422 402 428 344
478 526 344 344 348
1030 1270 1154 930 6870
478 1045 815 600 382
152 225 339 329 288
5286 23z 5564 5810 3986
4977 4977 4977 4976 4759
0 0 [ 0 220
Bl a5 27 26 20
141 48 79 g1 Z
1 14 46 93 99
85 158 435 023 HER]
1203 999 595 145¢ 1208
768 500 )] \] ¢
435 499 595 1450 1208
354 384 302 283 213
81 113 293 1167 993

Source: BNB.



Table A51. Bulgaria: External Debt Service, 1997-2001 1/

GROSS EXTERNAL DEBT
A. Long term debt
L. Official creditors
1. International financial mstitutions
IMI
World Bank
European Union
Other [F1
2. Bilateral credits
Paris Club and Nonrescheduled Debt
Others
L. Private creditors
1. Brady Bonds
2. Bonds
3. To comlereial banks
4. T companies
. Short-term Debt

Amortizations

Interest Total
1997 1598 1999 2000 2001 1997 1998 1999 2000 2001 1997 1998 1999 2000 2001
457 665 561 G55 987 440 330 485 515 526 Ra7 1195 1045 1170 1513
376 360 451 474 784 431 469 460 511 520 807 1029 911 AR 1304
308 496 371 407 067 154 182 177 196 191 463 TR 548 604 858
269 IR7 179 213 445 90 108 115 147 147 358 495 294 359 563
88 183 124 138 301 31 45 44 62 57 119 228 168 201 354
15 21 22 3 39 29 34 EL] 435 45 44 55 oh TR &4
154 162 0 0 62 0 0 0 4] 19 154 162 0 0 82
11 22 33 41 43 12 17 21 40 26 23 40 54 80 69
40 109 191 195 222 65 7 62 50 44 1G5 183 254 244 266
32 9% 165 154 187 58 [y 51 40 35 90 158 217 194 222
8 10 6 41 33 7 14 11 9 9 15 25 37 50 3
a8 65 80 66 117 276 287 283 315 329 344 351 363 381 446
0 0 0 16 267 267 259 281 294 267 267 259 281 310
31 53 36 0 5 8 4 1 11 7 39 57 37 11 13
0 1] 0 21 0 0 1 4 8 2 0 1 4 28
14 12 44 66 75 2 15 22 19 20 16 27 66 83 94
B2 105 110 181 204 9 6l 25 4 5 91 166 134 186 209

Sourze: BNE.
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Table A52. Bulgaria: Currency Composition of Public External Debt, 1997-2001 1/
(In percent of medium- and long-ierm debt; end of perind)

1997 1998 1999 2000 2001
U.S. dollars 71.6 70.4 65.5 65.6 66.3
SDRs 10.8 10.8 13.8 13.6 12.8
Japanese yen 4.8 i9 4.1 34 32
Swiss francs [.L 1.0 0.6 0.4 0.3
Euro and Legacy Currencies . 15.4 16.6 17.4
of which:
Deutsche marks 4.8 7.0 5.7 5.8
Auslran schillings 1.6 1.5 1.1 0.8
French trancs 0.5 0.5 03 0.2
ECU 4.2 4.0
Pounds slerling 0.3 0.2 0.2 0.1 0.1
Other currencies 0.4 0.7 0.4 0.2

Source: Bulganan Ministry of Finance.



Table A53. Bulgaria: Convertible Cutrency Position with Developing Countries 1998-2001/

{In mitlions of U.8. dollars)

Claims of Bulgaria Claims or Bulgara Balance 2/

1998 1999 2000 2001 1998 1999 2000 2001 1998 1999 2000 2001
Afphanistan 431 441 44.9 455 0.1 18} 0.1 0.1 43.0 44.0 44.8 45.4
Alperia 34.0 322 29.0 29.0 0.0 0.0 0.0 0.0 340 32.2 29.0 26.5
Angola 92.7 94.8 96.9 99.1 0.0 (1] 0.0 0.0 92.7 94.8 96.9 99.1
Bangladesh 0.3 .3 03 03 0.0 0.0 0.0 0.0 0.3 0.3 0.3 03
Congo 1.3 13 13 i.3 0.0 0.0 0.0 0.0 1.3 1.3 1.3 13
Beypt 0.3 0.3 03 03 0.6 0.4 0.0 0.0 0.3 0.3 0.3 0.3
Ethiopia 55.9 56.1 56.1 559 0.6 0.8 \E 0.6 533 355 553 553
Ghana 0.0 0.4 0.0 0.0 8.6 B.6 2] 0.0 -8.G -8.6 2.1 0.0
Guinea 10.4 10.6 10.9 11.1 0.0 0.0 0.4 0.0 104 10.6 10.9 11.1
Guyana 1.0 1.0 1.1 1.2 0.0 0.0 0.0 0.0 1.0 1.0 1.1 1.2
India 0.2 0.1 0.1 0.1 0.0 0.0 0.4 0.0 0.2 0.1 0.1 0.1
Indonesia 0.1 0.0 0.0 0.0 0.0 0.0 00 0.0 0.1 0.0 0.0 0.0
Iran 0.6 0.7 0.7 0.7 0.u 0.0 040 0.0 0.6 0.7 0.7 0.7
Iraq 1,419.1 1,447.2 14769 15066 0.0 0.0 04 0.0 1,419.1 1,447.2 1,476.9 1,506.6
Libya 521 526 531 336 0.0 0.0 04 0.0 52.1 32.6 5341 536
Nicaragua 232.3 237.9 239.1 2410 0.0 0.0 0.0 0.0 232.3 237.9 239.1 241.0
Nigeria izs 35.6 313 26.9 0.0 0.0 0.0 0.0 388 35.6 313 26.9
Mozambique 36 344 41.3 427 2.0 0.0 04 0.0 336 344 41.3 427
Pakistan i1 0.0 0. 0.0 .0 0.0 040 0.0 il 0.0 [(RY] .0
Paru ir3 0.3 0.3 0.0 0.0 0.0 040 0.0 3 03 03 (.0
Somaliz 7.9 8.0 8.1 8.2 0.0 0.0 0.0 0.0 79 8.0 %1 82
Syria 78.9 82.6 82.7 82.9 0.0 0.9 0.0 .0 78.9 R2.6 82.7 82,9
Tanzania 26.5 27.3 273 26.1 03 0.3 0.3 0.3 26.2 270 27.0 258
Tunisia 0.2 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.1 0.8 0.0
Yemen 94.4 95.4 954 970 0.0 0.0 040 0.0 94.4 95.4 95.4 97.0
Zumbia 55 57 57 57 0.0 0.0 0.0 0.0 55 357 57 57
Total 22297 22687 2,302.8 23352 9.6 9.6 il 1.0 2,220.1 2,259.) 2,299.7 2,3342

Source: Data provided by the Bulgarian authorities.

1/ Government credits and clearing and barter arrangements; end of period.

2/ A negative sign indicates a net debtor position of Bulgaria.
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Table A54. Bulgaria: Import Tariffs, 1997-2002 1/

(In pereent unless otherwise indicated)

1997 1998 1999 2000 2001

All products:

Minimuim MI'N tariff rate 0 0 0 § 0
Maximum MFN tariff rate 120 110 74 74 74
Simple average MFN tariff rate 2/ 6.8 18.1 15.2 13.76 12.42
Number of tariff lines 9,374 10,901 10,765 10,538 10,499

Industrial products:

Munimum MFEFN tariff rate 0 0 0 0 0
Maximum MFN tariff rate 40 40 35 30 30
Simplc average MFN tariff rate 2/ 153.5 153 12.6 11.0 10.0
Number of tarift lincs 8,320 8,392 8,254 8,130 8,112

Agricoltural products;

Minimum MFN tariff rate 0 0 0 0 0
Maximum MFN tariff rate 120 110 74 7 74
Simple average MEN tariff rate 2/ 27.6 27.5 24.6 24.0 219
Number of tariff lines 1.054 2,509 2,511 2,408 2,387

Memorandum item:
Tmport surchurge 4 2 0 0 0

Sources: Data provided by the Bulgarian authorities; and staff cstimatcs.

1/ Applicd ad valorem tariffs as at 1 January each year.
2/ Bxcluding the ad-valorem equivalent of mixed tariffs,



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

