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POST-ACCESSION OPPORTUNITIES FOR  
RURAL DEVELOPMENT IN BULGARIA 

Antoaneta Golemanova1, Aleš Kuhar2 

 

 

1. INTRODUCTION 

Regional development disparities prevent the attainment of territorially balanced 
economic growth and a more equitable distribution of income and wealth. Taking 
into account the cumulative and self-perpetuating nature of these effects, they 
affect negatively economic efficiency of the entire national economy (Armstrong 
and Taylor, 2000). Apart from the economic aspects, there are also strong political 
and social arguments for public support towards reduction of regional development 
disparities (Illeris, 1993; Begg, 2003). 

To a great extent accelerated by the EU-accession, conditions and structures for 
faster economic convergence are gradually being created. The EU accession 
implies also inclusion to common financial mechanisms such as CAP and EU 
cohesion support. The focus of these financial mechanisms is given to sectors and 
regions lagging in economic development or facing with structural problems (Artis 
et. al., 2006). As suggested by Mole (2001) in assessing efficiency of these policy 
mechanisms, it is necessary to address the following questions: (i) do the analysed 
funds contribute to a faster economic convergence; (ii) are the expected impacts 
affected by different modalities of support; (iii) do the analysed funds contribute 
towards reduction of regional development disparities; (iv) which economic sectors 
are likely to be affected the most; and (v) are there differences in the scope and 
sectoral distribution of impacts among various policy mechanisms. 

The CAP reform, following the agreement of the Council of Agricultural Ministers 
of the EU in Luxemburg on 26th of June 2003, changed the nature of EU support 
for rural economies. In addition, EU paid a lot of attention to overcoming the 
disparities between rural and urban areas as laid out in Article 138 of the Treaty 
establishing the European Community. 

The accession to the EU is a milestone for Bulgaria and its rural regions. The 
development of rural areas in Bulgaria directly depends on the adoption of EU 
policies. That is why better determination and combination of EU policies’ 
elements could assure the best effects on rural development. 
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The problem of disparities between rural and urban regions is even stronger in 
Bulgaria (Mishev and Golemanova, 2004). Due to the egalitarian (to a certain 
extent) policies of the former socialist system, the transition process has 
contributed to stronger economic differentiation and to rural-urban disparities. 
Despite the fact that rural areas in Bulgaria are associated with high environmental 
values, they lag substantially behind their urban counterparts in terms of income 
and employment opportunities, population density and technical, social and 
cultural infrastructure. 

 

2. RURAL AREAS IN BULGARIA 

2.1. Definition of rural areas 

Bulgaria is divided into 6 planning regions (NUTS II regions) and 28 
administrative regions, corresponding to the NUTS III level of classification 
(NSRDP, 2006). The next tier of administrative units comprises the municipalities 
(their number is 264) which correspond to the level of local administrative unit 1 
(LAU 1). 

European legislation and practice do not provide common definition for a rural area 
in the EU context. Each member-state uses its national definition for the scope of 
the rural areas. For the purposes of the comparative analysis within the EU and for 
the Strategic Community Guidelines for the period 2007-2013, in the National 
Strategic Rural Development Plan (NSRDP) the definition of OECD is used. 
According to it, rural area is a territory at the level of municipality or settlement 
with population density lower than 150 people per square km. According to the 
OECD definition, there are 20 predominantly rural NUTS 3 regions, seven - 
significantly rural regions and only one predominantly urban region - the capital 
Sofia - in Bulgaria. Based on data provided by the National Statistical Institute of 
Bulgaria and the Directorate “Agro statistics” from the Ministry of Agriculture and 
Forestry, 98.8% of the territory and 84.3% of the population of Bulgaria are 
identified as predominantly and significantly rural. 

The national definition, used for policy interventions (set in NSRDP), defines rural 
areas as municipalities (LAU1), in which settlements have population below 30 
000 people. According to this definition, 231 municipalities in Bulgaria are 
classified as rural, which represent 81% of the Bulgarian territory and 42% of the 
population (Figure 1). 
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Figure 1 Rural Areas in Bulgaria by National Definition 

 Source: NSRDP, 2007-2013 

 

2.2. Characteristics of rural areas 

According to data provided by the NSI in 2004 the population of rural areas was 
3.2 million and the population density 35.8 inhabitants per sq. km, which is half the 
country average (69.9). The age structure of the rural population is less favourable 
than the urban one due to the comparatively low share of population at working 
age. 

In 2003 the predominately and significantly rural regions generated about 70% of 
the Bulgarian GDP and contributed to nearly 80% of the employment in Bulgaria. 

Rural areas in Bulgaria are highly dependent on agriculture. In 2003, in the 
predominately rural regions the share of agriculture and forestry in GVA was 50% 
higher than the average for Bulgaria (15.6% vs. 11.4%). 

The importance of agriculture and forestry for employment is even higher. In the 
predominantly rural regions 33% of the employment is in agriculture and forestry, 
and in the significantly rural regions it is 27%. The bulk of this employment is 
generated in low productive subsistence or semi-subsistence farms. At the same 
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time significant share of the farms is managed by retired persons. About quarter of 
the farm holders have other gainful activity. 

In year 2003 services generated 55% of the GVA and 40% of the employment in 
rural areas. In the service sector operate the major part of the companies in rural 
areas. The service sector is concentrated in retail trade and catering. There is a 
good potential for development of rural tourism in rural municipalities but it is still 
underdeveloped. 

Industry contributes to about 30% of GDP and employment in rural areas. 

There is an underdeveloped SME sector in rural areas. The company density is 
significantly lower than in urban areas. In 2004, in the predominantly rural areas 
there were 26 companies per 1 000 inhabitants, while in the predominantly urban 
areas there were 35 companies. SMEs in rural areas work mainly for the local 
(municipal/regional) market. 

GDP per capita in the predominately and significantly rural areas is 2.2 times lower 
than in the predominantly urban areas. 

According to NSI Labour Force Survey (LFS), conducted in 2004, the employment 
rate in predominately and significantly rural regions was very low – 42%. The 
registered unemployment rate in rural municipalities has been decreasing for the 
last years but still it remains very high - 19.2% in 2004. A significant problem in 
rural municipalities is the high level of long-term unemployment. In 2004, the 
long-term unemployment rate in rural areas was 11.3% compared to 3.6% in urban 
counterparts. The high long-term unemployment rate is explained by the lack of 
employment opportunities in rural areas and the deteriorating quality of the labour 
force. The surveys of rural areas show that despite the high unemployment, 
entrepreneurs encounter difficulties in finding qualified labour force. The high 
unemployment rate of young people is an additional problem that leads to 
immigration of young labour force from rural area. 

The share of people living in poverty is significantly higher in rural areas. This is 
related to the lower wages, the higher unemployment rate, the high share of 
population, living on pensions and social security benefits as well as to the high 
costs of social services. The latest World Bank study on poverty in Bulgaria 
revealed that poverty rates are four times higher in villages and the households that 
live in villages comprise 66% of the poor population. 

 

2.3. Policy framework for RD in Bulgaria 

The development of the rural areas in Bulgaria for the period 2007-2013 is 
influenced by EU policies and instruments outlined in the following national 
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documents: National Strategic Reference Framework, National Development Plan 
(NDP) and National Strategic Rural Development Plan (NSRDP). 

The following overall objectives of the National Strategic Rural Development Plan 
have been set for the 2007–2013 period, based on the Community Strategic 
Guidelines for rural development, on the major EU priorities associated with jobs 
creation, growth and sustainability (Lisbon, Göteborg), and in complementarity 
with other EU policies (Cohesion, protection of the environment, especially, the 
coordination with the Structural Funds and the management of natural resources in 
rural areas of Bulgaria), and finally taking into account the socio-economic 
conditions in rural areas of Bulgaria: 

- To develop a competitive and innovation based agriculture, forestry sector and 
food-processing sector. 

- To protect natural resources and environment of rural areas. 
- To improve the quality of life and diversify job opportunities in rural areas. 
The objectives of the NSRDP are supposed to compliment and contribute to the 
achievement of the strategic goals of the NDP and National Strategic Reference 
Framework for the 2007-2013 period. 

The quantitative evaluation of the objectives, set within the measures of the 
different policy documents for rural development in Bulgaria could be of a great 
importance. 

 

3. APPLIED METHODOLOGY 

A wide set of analytical tools have been developed for the purpose of quantitative 
economic evaluation of public expenditures. One of the well established strains of 
modelling approaches used is based on the Input-Output paradigm (Sadoulet and 
De Janvry, 1995). With the development of more capable modelling tools (e.g. 
computable general equilibrium model, econometric short-term forecasting macro-
models) relevance of the linear deterministic models has certainly decreased. 
Nevertheless, the Input-Output modelling approach remains widely used 
(Armstrong and Taylor, 2000a). The main reason for popularity is robustness of the 
technique that can be implemented empirically despite data shortages (Thirlwall, 
2003). With this in mind we can state that this approach towards creating a detailed 
snapshot of the I-O linkages existing within the economic sectors and further 
modelling of policy expenditures gives at least approximate information about the 
expected changes in sectoral output, income and employment. 

Input-Output model was originally developed for the examination of the structure 
of the economies by analysing and measuring the interconnections between the 
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various producing and consuming sectors (Leontief, 1986). In its most basic form 
an I-O model consists of a system of linear equations, each one of which describes 
the distribution of a sector's product throughout the economy. 

Input-Output analysis is suggested as a quantitative tool to analysts that can 
contribute substantially to the understanding of the nature of the economy. The 
flexibility of the I-O model made it ideally suited for projections of economic 
activity, impact analysis or structural change trace (Loizou et al., 2004). 

Apart from the simple representation of intersectoral economic transactions, the 
Input-Output model allows the empirical evaluation of the potential of any 
individual sector to generate economic impacts on the economy (Mattas et al., 
2003). Specifically, within the I-O model is feasible both the evaluation of the 
relative importance of any given sector according to its intersectoral transactions, 
and the quantitative evaluation of expected impacts in the production, income or 
employment of the economy initiated from any exogenous change. The empirical 
evaluation and the analysis of the economic impacts are done through the sectoral 
linkages (multipliers). These linkages show the size of structural interdependence 
in an economy as well as the degree in which the enlargement of a sector can 
contribute directly or indirectly in the enlargement of other sectors in the model. 

 

4. RESULTS 

Since the share of the Bulgarian territory is significantly occupied by rural areas 
(figure 1), it was agreed a national I-O model to be constructed to evaluate the 
potential of each sector from the country's economy to generate impacts. All the 
necessary data were collected from the National Statistical Institute of Bulgaria 
(NSI), specifically the Department of national accounts that is responsible for the 
compilation of I-O tables. The latest available I-O table was the symmetric for year 
2001. It is consisted of 59 sectors of economic activity, at 2-digit level, compiled 
following the industry-technology assumption, product-by-product, with total 
flows and valued at basic values in current prices. The national 59-sector I-O table 
was aggregated in accordance with NACE classification (A to O). Rasmussen 
(1956) and Hirschman (1958) backward and Augustinovics (1970) forward 
linkages for total output, income and employment for each sector, present in the 
national economic structure (15) were calculated. By applying the corresponding 
ranks to derived multipliers we can see the differences in the relative importance of 
sectors within the national economy. 

As first observation, it could be stated that there is a significant difference between 
the size of the output, income and employment multipliers, considered both as 
backward and forward linkages. 
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Table 1 Output, Income and Employment Backward & Forward Linkages of Bulgaria 

 
Rasmussen & Hirschmann Augustinovics  Sector 

OBL r IBL r EBL r OFL r IFL r EFL r 
1 Agriculture, hunting and forestry 1.8267 3 0.1310 11 0.1645 1 1.9861 3 0.0860 12 0.2044 1 
2 Fishing 1.7577 7 0.2479 6 0.0414 13 1.5937 9 0.1960 5 0.0202 15
3 Mining & quarrying 1.8661 2 0.2263 7 0.0668 9 2.4246 2 0.2189 4 0.0872 7 
4 Manufacturing 1.7792 6 0.4037 1 0.0717 7 1.6843 6 0.4653 1 0.0592 10
5 Electricity, gas and water supply 1.6460 9 0.3112 2 0.0375 14 1.9076 5 0.4058 2 0.0292 14
6 Construction 1.8098 5 0.3030 3 0.0706 8 1.6349 8 0.2612 3 0.0609 9 
7 Trade & repair 1.8119 4 0.1834 9 0.1188 5 1.6675 7 0.1418 8 0.1317 3 
8 Hotel and restaurants 1.6131 10 0.1732 10 0.1106 6 1.0782 13 0.0944 11 0.0906 6 

9 Transport, storage and 
communication 1.7016 8 0.2059 8 0.0552 10 1.9164 4 0.1935 6 0.0556 11

10 Financial intermediation services 1.4597 13 0.1060 13 0.0422 12 2.4253 1 0.1358 9 0.0666 8 

11 Real estate, renting and business 
activities 1.2815 15 0.0734 15 0.0336 15 1.4867 10 0.0545 14 0.0351 13

12 Public administration 1.5265 11 0.1389 12 0.0524 11 1.1741 12 0.0736 13 0.0370 12
13 Education 1.3000 14 0.0780 14 0.1603 2 1.0254 15 0.0317 15 0.1518 2 
14 Health and social work 1.5105 12 0.2529 4 0.1345 3 1.0316 14 0.1687 7 0.1162 4 
15 Other service activities 2.4867 1 0.2490 5 0.1289 4 1,2619 11 0.1178 10 0.0977 5 

 
Source: own calculations 
Where: OBL & OFL - output backward & forward linkages; IBL & IFL - income backward & forward linkages; EBL & 
EFL - employment backward & forward linkages; r - ranking
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Looking at the Rasmussen (1956) and Hirschman (1958) output backward linkage 
coefficients (Table 1) the sector with the highest potential to generate output 
impacts for the Bulgarian economy is Other service activities (2.4867). This value 
means that an increase by one unit in the final demand (investments, change in the 
household consumption, export, etc.) for the products of Other service activities 
will cause an increase in the total national production by 2.4867 units due to the 
indirect effects generated by that particular sector. The second highest output 
backward linkage coefficient is for Mining & quarrying (1.8661), followed by 
Agriculture, hunting & forestry (1.8267). The lowest output backward linkage 
coefficients values Real estate, renting and business activities (1.2815) and 
Education (1.3000). 

Concerning the income backward linkage coefficients (IBL), these reveal that 
industry sectors are having the greater impact in the national economy. 
Specifically, Manufacturing exhibits the highest income backward linkage 
coefficient (0.4937) followed by Electricity, gas & water supply (0.3112) and 
Construction (0.3030). Contrary, the sectors with the lowest income backward 
linkages are the same as for the OBL. 

Regarding employment generation, the first place is taken from Agriculture 
(0.1645), followed by Education (0.1603), and Health & social services (0.1345). 
Again Real estate, renting and business activities (0.0336) is having the lowest 
potential to increase employment in Bulgaria. 

Forward linkages depict changes in output, employment and income of the whole 
economy as a consequence of a change in added value within the chosen sector. If 
the value added changes within the sector this inevitably affects its output. Since 
the chosen sector produces inputs for other sectors, it implies that output of other 
sectors is affected as well (direct and indirect impacts). Input multipliers can be 
used as an insight to the dependence of a sector from other sectors within the 
region. The results imply that high dependence from other sectors in terms of 
output within the region is characteristic for Financial intermediation services 
(2.4253), Mining & quarrying (2.4246) and agriculture (1.9861). The lowest 
interdependence is for Education (1.0254), Health and social work (1.0316) and 
Hotel & restaurants (1.0782). 

Concerning horizontal interconnections, the computed Augustinovics (1970) 
income forward linkage coefficient similarly to the backward linkages underline 
the importance of industry sectors: Manufacturing (0.4653), Electricity, gas & 
water supply (0.4058) and Construction (0.2612). Education and Real estate, 
renting and business activities have the lowest forward income potential as the 
values of the linkage coefficients are 0.0317 and 0.0545, respectively. 
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Finally, Agriculture (0.2044), Education (0.1518) and Trade & repair (0.1317) 
exhibit the highest employment forward linkage coefficient values. 

 

5. CONCLUSIONS 

The objective of the paper was to identify the key economic sectors within the 
Bulgarian economy by deriving the output, employment and income multipliers 
from the national I-O model. 

The research brings some interesting results of the magnitude and the relative 
importance of the sectors within the national economy. The results suggest that the 
agricultural sector has a considerably high potential to generate output and to create 
employment within the economy. This confirms the agricultural profile of the 
Bulgarian rural areas. However, this is contrary to sector's potential to generate 
income. It is mainly due to the low wages and seasonal character of the agricultural 
activities. On the other side, it is obvious that the key sector in terms of creating 
income is the industry. 

What was achieved in this paper as results can also be regarded as the start or 
further research, i.e. developing a policy analysis tool, since the derived multipliers 
from the national I-O table can serve as a solid quantitative basis for simulating 
exogenous shocks to the Bulgarian economy. 

These shocks from one side, would apply primarily on various policies affecting 
economic development of the country, such as Structural Funds expenditure, 
Cohesion policy or Common agricultural policy. From the other side, better design 
national strategies aiming to the sectors with higher potential to generate impact 
would speed the rate of economic development by stimulating the investment flow. 
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