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ulgaria’s economic freedom score is 64.7, making its econ-
Bomy the 61st freest in the 2012 Index. Its overall score is
down slightly, reflecting deterioration in freedom from cor-
ruption, government spending, and business freedom. Bul-
garia is ranked 27th out of 43 countries in the Europe region,
and its overall score is above the world average but below the
regional average.

Bulgaria has weathered the impact of the global economic
downturn relatively well, with the economy supported by gen-
erally prudent public finance management. Continued reform
to strengthen the foundations of economic freedom, however,
will be indispensable in ensuring vibrant economic develop-
ment in coming years. Lingering corruption and the weak rule
of law have added to the cost of conducting business.

Bulgaria’s transition to a more open and flexible economic
system has been facilitated by substantial restructuring mea-
sures over the past decade. While maintaining macroeco-
nomic stability, it has made considerable progress in income
growth and poverty reduction. Competitive flat tax rates and
a competitive trade regime, supported by a relatively efficient
regulatory framework, have encouraged the development of a
growing entrepreneurial sector.

BACKGROUND: Bulgaria joined the European Union in Janu-
ary 2007 but has not adopted the euro. The center-right GERB
(Citizens for European Development of Bulgaria) party was
the clear winner in the July 2009 parliamentary elections
but relies on the support of a right-wing nationalist group,
Ataka, to pass legislation. In late 2010, France and Germany
announced that they would block Bulgaria from joining the
EU’s passport-free zone until it makes “irreversible prog-
ress” in fighting corruption. Tourism, agriculture, and min-
ing, including mining of coal, copper, and zinc, are the leading
industries. Reversing previous growth trends, Bulgaria’s
economy contracted in 2009 and stagnated in 2010. Bulgaria
is involved in two rival gas-pipeline projects: Russia’s South
Stream pipeline and the EU-backed Nabucco pipeline.

How Do We Measure Economic Freedom?
See page 455 for an explanation of the methodology
or visit the Index Web site at heritage.org/index.
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Quick Facts

Population: 7.5 million

GDP (PPP): $96.8 billion

0.2% growth in 2010

5-year compound annual growth 2.7%
$12,851 per capita

Unemployment: 9.2%

Inflation (CPI): 3.0%

FDI Inflow: $2.1 billion

Public Debt: 17.4% of GDP

2010 data unless otherwise noted.
Data compiled as of September 2011.
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BULGARIA (continued)
THE TEN ECONOMIC FREEDOMS

. Country | World Average Rank
RULE OF LAW Property Rights 30.0 m— | 97th
Freedom from Corruption 36.0 EEE——— 75th
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Respect for constitutional provisions securing property rights and providing for an indepen-
dent judiciary is somewhat lax. The judicial system is unable to enforce property rights effec-
tively, and inconsistent application of the rule of law discourages private investments. Despite
legal restrictions, government corruption and organized crime present a threat to Bulgaria’s
border security.

LIMITED Fiscal Freedom 3.6 || S 14th
GOVERNMENT  Government Spending 50.3 e | 118th
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The income and corporate taxrates are a flat 10 percent. Other taxes include a value-added tax
(VAT) and an estate tax, with the total tax burden equivalent to 25.7 percent of total domestic
income. Government spending has risen to 40.7 percent of total domestic output, leading to a
higher budget deficit of around 4 percent of GDP. Public debt remains quite low at 17.4 percent
of GDP.

REGULATORY Business Freedom 72.7 — 6lst
EFFICIENCY Labor Freedom 8242 15 S 19th
Monetary Freedom 77.8 | 63rd
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Launching a business has become less time-consuming, and licensing requirements have been
eased, though the pace of change has lagged behind some other countries in recent years. Labor
regulations are relatively flexible, although the non-salary cost of employees can be burden-
some. Labor productivity has been slightly higher than wage increases. Most prices are deter-
mined by market forces, and inflation has been modest.

OPEN Trade Freedom 871 1 12th
MARKETS Investment Freedom 55.0 HE——— 77th
Financial Freedom 60.0 I ———— 39th
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The trade weighted tariff is 1.4 percent as in other members of the European Union, with
myriad non-tariff barriers sometimes nullifying the low tariff. Foreign and domestic investors
are treated equally, but arbitrary bureaucracy is an impediment to more dynamic investment.
Privatization of state-owned banks is complete, and foreign banks account for more than 80
percent of total assets. Credit is generally allocated on market terms.

Score Changes

LIMITED REGULATORY
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Property Rights Fiscal Freedom +6.7 Business Freedom -3.1 Trade Freedom -0.5
Freedom from -2.0 Government -8.0 Labor Freedom +2.2  Investment Freedom 0
Corruption Spending Monetary Freedom +2.3  Financial Freedom (0}
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