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This report was developed within the project "Preparing an Ex-post Assessment of the Contribution of 

the Active Labor Market Policy for the Dynamics of Selected Indicators Characterizing the Economic 

and Social Development of Bulgaria for the period 2000-2011" funded by Axis 6 of OP HRD by ESF 

by MLSP and implement-ed in the period 2014-2015. 

Active policies represent a specific mechanism for labour market regulation. They are constant ele-

ment in any National Employment Action Plan , where they are considered as an adequate instrument 

to influence  unemployment. The efficient allocation and spending of funds from the State budget for 

active labor market policies is essential to achieving optimal outcomes for unemployed individuals 

who participate in the programs and measures, as well as for employers and society as a whole. The 

programs and measures used in the active labor market policy are consistent with the long-term pri-

orities set out in the "Europe 2020" strategy and National strategic documents, with the need to main-

tain financial stability, as well as with the opportunities to  improve the business environment in Bul-

garia. 

Funding for active labor market policies during the period 2000-2014 was estimated at approximately 

BGN 2 billion. At the same time these funds represent about 5% of the investment in human capital 

(expenditure on education and training) in the country. Despite the undoubted role in improving the 

situation in the labor market, the size of this share in total investment in human capital in the country 

suggests limited opportunities of active employment policy to achieve significant positive effects on 

macroeconomic level.The main question addressed in this analysis is: What is the net impact of the 

active labor market policy during the 2000-2011 period? The answer to this question is found through: 

firstly, thorough examination and processing of the databases of EA, Eurostat, MLSP and UMIS re-

garding the parameters of an active policy (including specific measures, programs and projects) and 

estimated net effects on individual (micro) level in so far prepared external evaluations; and secondly 

- the development of macroeconomic model with microeconomic foundations and assessment of the 

net impact of this policy on the labor market and on the key socio-economic indicators. 

The consortium, which developed the model and prepared the assessment is "ECORYS AND PART-

NERS," including ECORYS South East Europe Ltd. and Sigma Hat Ltd. The team involved in realiza-

tion of the study, development of the model and net impact assessment as well as the preparation of 

the current report is as follows: 

 Editors: Assoc. Prof. Dr. Ralitsa Simeonova-Ganeva, Dr. Kaloyan Ganev 

 Main Research team: Assoc. Prof. Dr. Ralitsa Simeonova-Ganeva [Team Leader], Dr. An-

drey Vasilev [Key Expert], Dr. Kaloyan Ganev [Key Expert], Lyubomir Dimitrov [Key Expert], 

Iglika Vassileva [Key Expert] 

 Supporting team of non-key experts: Tsvetelina Dimitrova, Daniel Nigohosyan, Radostina 

Angelova, Katina Pancheva, Gabriela Kalibatseva, Emilia Uzunova, Gloria Christova, Tere-

sa Dureva, Asya Pavlova 

This document has been prepared with the financial support of the European Social Fund. The Minis-

try of Labour and Social Policy has overall responsibility for the contents of this document and under 

no circumstances can be considered as an official position of the European Union or the Contracting 

Authority. 
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Summary  

 Macroeconomic dynamics, labour market and social development  

Development of the Bulgarian economy in 2000-2014 can be conditionally divided into two 

sub-periods – up to 2008 inclusive and from 2009 to 2014. The first sub-period is characterized by 

economic expansion - high GDP growth, employment and income, but at the same time also with ac-

cumulation of significant imbalances (accelerating inflation, deepening current account deficit, exces-

sive investment in some sectors, etc.). The second period corresponds to the onset of economic re-

cession in the country, which continues until 2014 - the year in which 2008 level of real GDP was 

reached. 

Labour market in Bulgaria in the years from 2000 to 2014 also experienced developments that can 

clearly be divided into two periods. The first extends from 2000 to 2008, when employment in the 

country generally increases and unemployment decreases. The second is from 2009 to 2014, when 

opposite trends are observed - decline in employment and increase in the number and rate of unem-

ployment.  

In the period 2000-2001 the number of employed persons in the country decreased, reflecting the 

impact of massive economic restructuring of the 1998-2000. Since 2002, the negative impact of pri-

vatization on employment dynamics began to fade and in the period up to 2008, employment increas-

es, supported by rapid development of the economy. With the economic crisis in 2009 a period of 

decline in employment began and it lasted until 2013 and only in 2014 signs of recovery in the labour 

market are observed.  

The increased labour demand in the period 2002-2008 and especially in the years preceding the eco-

nomic crisis in 2009 was most pronounced in construction and related economic activities as this sec-

tor is most affected by contraction of capital flows and limited bank credits after the crisis. In 2014, 

construction remains one of the few industries where the number of employees has continued to de-

crease. After a period of continuous decline, in 2014 the number of employed in industry and services 

is gradually stabilizing.  

In 2000-2014, real labour productivity in the Bulgarian economy is characterized by a sustained in-

crease. Differences occur in the factors that determine the growth of the indicator in the boom period 

until 2008 and the times of crisis and stabilization after 2009. In the first period the productivity in-

crease relates primarily to the increase in value added in the economy, while in second it is due to the 

decrease in the number of employed persons. For the entire period the growth rate of labour produc-

tivity outstripped the EU average.  

After unemployment rate reached one of its highest historical levels in 2001, in the period until 2008 

downward trend of the indicator was observed. In 2002-2005, the evolution of unemployment is influ-

enced largely by implementation of active employment policy, especially since the launching of the 

national programme "From Social Assistance to Employment" in late 2002 and early 2003. Labour 

demand on the primary labour market is the main factor that determines the positive developments 

between 2006 and 2008 and the decrease in employment from 2009 explains the growth of the indi-

cator in the post-crisis years. It was not until 2014 that the unemployment rate decreased determined 

mainly by the increase in employment in the country.  

In the years following the economic crisis, labour market does not function well and there are indica-

tions of structural problems.  

Youth unemployment is at its highest, as young people are among the groups in the labour market 

that were most affected by the crisis. Youth unemployment rate in Bulgaria significantly exceeds the 

average for EU countries. Unemployment rate remains high among elder men and women in the 

group aged 55-64. 
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In the period after 2009 men unemployment rate is rising faster than women’s, as in the sectors that 

are most affected by the crisis men are predominantly employed.  

Since 2009, the unemployment rate for persons with primary and lower secondary education starts to 

increase, also with a significantly higher rate as compared to persons with secondary and higher edu-

cation. Dismissal of predominantly low-skilled workers and the ongoing structural changes in the 

economy are the main reason for the increase in the number, share and rate of long-term unem-

ployed in the period 2010-2013. 

 Human capital policies and the labour market in Bulgaria  

Human capital is accumulated as a result of special efforts to improve education and training, 

and due to the accumulation of experience and skills in the working process. Improvements in human 

capital are the result of personal decisions of the individual economic agents, but also by the 

measures and requirements related to the state policy, the existing regulatory framework, etc.  

Spending on education per year for the period 2000-2012 are in the range between 4.09 and 4.8% of 

GDP. The expenditure are highest in the first year of the economic crisis - 2009 and they were lowest 

in 2012, when the effects of the crisis and the need for budget cuts are the most acute. The high level 

of expenditure in 2009 was due to the increase of funds allocated mainly to higher education and to a 

lesser extent in primary education. For the period under consideration on average total public and 

private spending on education represented 4.48% of GDP.  

There is a disproportion in education funding - public sector finances mainly primary and pre-school 

education, while spending by the private sector is concentrated mainly in the higher education sector. 

R&D for higher education in Bulgaria during 2000-2012 is financed mainly by public funds (i.e. the 

state). Next comes the financing by enterprises and the funds from abroad come third in importance.  

For the period 2000-2014, spending on education funded by the state budget amounts to an average 

of 10.4% of total budget expenditure. Throughout the period, they represent about 10% of total ex-

penditure, where the indicator reached its highest value in 2009. Since 2012 expenses in the sector 

have been on the increase again, mainly due to the increased number of children enrolled in pre-

primary and primary education. As a share of GDP on average for the period, public spending on ed-

ucation amounted to 3.88%. The highest share was reported in 2002-2003 (4.16% of GDP), and the 

lowest - in 2012 (3.38%). Funds under function "Education" of the Consolidated fiscal programme for 

the period 2000-2014 are primarily spent on salaries; maintenance (mainly for materials, fuels and 

energy) and capital expenditure (mainly for the acquisition and renovation of tangible long-term as-

sets). During the period, more than half of the spending on salaries and maintenance is made through 

the municipal budgets.  

For the period 2000-2012, the private sector expenditure on education amounted to an average of 

0.61% of GDP. Data from NSI Structural (four yearly) statistics on earnings and labour costs shows 

that in 2004 a total of 0.33% of the labour costs of companies in the NCEA 2003 are allocated for staff 

training. In 2008, companies from the public and private sector spend on average 0.17% of their total 

labour costs for training of their employees. In 2012, companies reduced allocations for training to 

0.13% of total labour costs.  

In times of crisis, strict financial discipline, reduced resources from the state budget and the new chal-

lenges of the labour market, the main priorities of national employment policy are:  

 Preservation of existing and creation of new jobs;  

 Raising the qualifications and skills of the workforce in order to achieve better compliance 

with the needs of the labour market;  

 Improved access to the labour market;  

 Development of social dialogue in the design and implementation of the employment policy.  
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In the period 2000-2001, the emphasis in the the labour market policy  financed with budget funds is 

placed on passive measures. The bulk of spending is allocated for compensations and unemployment 

benefits, which is related to the high unemployment during this period.  

The number of persons involved in passive measures on the labour market (compensations or unem-

ployment benefits) is 203 494 persons in 2000 and 184 854 in 2001. The majority of them are persons 

entitled to unemployment benefits (185 580 persons in 2000 and 161 864 persons in 2001). These 

years coincide with the culmination of the privatization process in the country, thus significantly in-

creasing the number of unemployed in the country, including those entitled to compensation. Persons 

receiving benefits for long-term unemployment were 17 524 in 2000 and 22 501 persons in 2001. A 

small part of the persons involved in passive measures in these two years (about 0.2% of them) re-

ceived a supplement to their salary when they started working on part-time basis, while their unem-

ployment entitlement period was under way, where the remuneration they received for work was less 

than the minimum wage.  

Active policy in the years between 2000 and 2002 is constantly expanding its scope, as most pro-

grammes implemented are related tocommunity services and to the priorities of the national strategic 

documents. Among the interventions directly targeted to specific vulnerable groups in the labour mar-

ket the largest range of programmes and measures is in support of young people. The programmes to 

enhance the professional skills of unemployed as part of incentive schemes aimed at employers to 

hire certain groups of unemployed persons also have a relatively high share in active policies during 

this period. In 2002 the implementation of programmes such as "Beautiful Bulgaria" and "Job Oppor-

tunities through Business Support - JOBS", which include a significant number of participants began. 

The number of persons involved in active measures on the labour market, steadily increased over the 

period 2000-2002. In 2000, they were 140 701, and in 2002 their number increased to 252 737 per-

sons. Most of them are persons who were employed on the primary labour market through LO (77.2% 

of the participants in active measures in 2000 and 40.9% in 2002), but in absolute numbers they are 

almost constant throughout the period (between 100 and 110 thousand per year). The main factor 

leading to the increase of participants in active measures of the labour market is the increase in num-

ber, diversity and scope of measures and programmes to promote employment for the unemployed 

and enhancement of their professional qualification.  

For the period 2000-2014 about BGN 1.8 billion were spent in total for the implementation of active 

policies on the labour market. Funding is mainly from the state budget, where the importance of the 

European funds increased significantly in recent years.  

The active labour market policy, financed by the state budget includes the following types of interven-

tions/ directions1:  

 Direction "Training" - includes interventions aimed at increasing the employability of target 

groups of the active policies on the labour market through various forms of education. The 

coverage of this direction is the largest in the period 2004-2008, where training for acquisi-

tion of vocational qualification under Art. 63 of the EPA has the greatest weight. In the peri-

od before the economic crisis (2009) programmes and training measures for young people 

and promotion schemes for apprenticeships were characterized with the highest realization 

and in the years after 2009 interventions targeted to other vulnerable groups in the labour 

market, as well as training of the unemployed according to the needs of employers for cer-

tain qualifications tend to increase in scope.2 

                                                
1  The classification is according to the directions of the Eurostat methodology for counting interventions of active policy on 

the labour market in the EU. 

2  In the period 2003-2014, the scope of direction "Training" as measured by the resources spent for training within the 

total resources for programs and measures to promote employment was greatest in 2004-2008. The largest value of 

BGN 25.8 million was recorded in 2005, where the share in total budget resources amounted to 15.5%. During this 

period, the greatest weight in the expenditure of the direction was on the account of training for acquiring professional 
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 Direction "Employment incentives" - mainly includes incentives aimed at employers, accord-

ing to the EPA. The coverage of the direction, measured by its share in total expenditure for 

active policies increased almost throughout the entire period. Over the years the focus is 

placed on various vulnerable groups in the labour market. During the period 2003-2008 the 

focus is placed on measures to hire young people and adults, and promoting entrepreneurial 

activity. In the years after 2009 priority is given to hiring persons with disabilities and again 

of young people and older workers. Measures to promote youth employment and to promote 

entrepreneurship are most efficient, and those aimed at older workers and persons with dis-

abilities – the least efficient.3 

 Direction "Supported employment and rehabilitation" - includes interventions aimed at per-

sons with disabilities, which is characterized by lower share in the total active labour market 

policy, and low efficiency, i.e. a high proportion of persons returning to employment services 

after participating in them.4 

 Direction "Direct job creation" - includes programmes and projects for direct placement of 

unemployed in supported employment. For the entire period programmes and projects 

aimed at creating jobs in socially useful activities have the highest weight in this type of in-

tervention, followed by programmes supporting persons with disabilities. In the years since 

the economic crisis the importance of the regional and municipal employment programmes 

in community services, employment programmes for young people and other vulnerable 

groups in the labour market, as well as programmes and projects according to the needs of 

employment employers increases. Employment programmes to support community service 

activities are characterized by the lowest efficiency and highest are interventions directed to 

young people and other vulnerable groups on the labour market.5 

 Direction "Start-up initiatives" includes programmes to encourage the unemployed to start 

their own business. It has a very small coverage during the reference period.6 

Comparisons of expenditure for active policy on the labour market in Bulgaria with EU 28 averages 

show that in our country the main focus is placed on supported employment, while in other Member 

States the priority is more on education and training.  

Besides public and private spending on education and active policy, financed by the state budget, 

more significant share of investment in human capital is realized through the European Structural 

                                                                                                                                                                
qualification under Art. 63 of the EPA, which amounted to BGN 11.5 million per year. Following the general trend of 

decrease in the range of active programs and measures in the years after 2009, the budget for education also 

significantly decreased and reached its lowest value of BGN 1.4 million in 2010. Since 2011, the spending for training 

marked tendency of constant increase to BGN 12.3 million in 2014, which in the context of relative limitation of total 

resources for active programs and measures, contributes to an increase in the share of training to 15.1%. This share is 

comparable to pre-crisis years, when the scope of the policy is significantly higher. Increased funds for training in recent 

years is associated primarily with the implementation of various programs and projects for training of vulnerable groups 

in the labour market, to increase their adaptability to the new requirements of the economy and better meet the 

employers‘ needs for labour with particular skills and qualifications. 

3  Direction "Promotion of Employment" is aimed primarily at employers. The spending on this type of intervention 

continuously increased their share in total expenditure in ALMPs in the period 2003-2008, where in the last year of this 

period, their share reached 19.1%. In 2009-2010, their share in total expenditure on ALMPs remained at around 19%. 

Over the next three years the share of the expenditure under this ALMPs intervention funded by the state budget 

increased and it is in the range 21-24%. During this period, the funding of the active policy by the state budget declined 

sharply due to the economic crisis of 2009, which required cuts in all budget expenditure. Just at that moment the OP 

HRD is included in the financing of the active policy on the labour market. 

4  This type of intervention includes only two programs to promote employment of persons with disabilities, incl. war 

invalids, and to promote employment of persons with disabilities employed on temporary, seasonal or part-time work. 

5  The direction is of paramount importance for active labour market policy throughout the period between 2003 and 2014. 

Its coverage is largest in 2003, which is associated with the launch of the national program "From Social Assistance to 

Employment" and gradually decreases over the years. 

6  This is one of ALMPs, which is the least covered, where expenditure under it usually represent less than 2% of total 

expenditure in all directions. 
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Funds. European programmes are used to enhance training and skilling of the workforce so as to help 

minimize the differences between the knowledge and skills supplied and demanded on the labour 

market, and to generate employment. The funds under the OP HRD are intended to "improve the 

quality of life of people in Bulgaria through enhancement of human capital, achieving higher levels of 

employment, increasing productivity, access to quality education and lifelong learning and enhancing 

social inclusion." EU funds for development of human capital under the Structural Funds are spent 

mainly under OP HRD to the real sector and under OPAC and OPTA to improve the knowledge, skills 

and qualifications of the administration and the judiciary. In addition to these programmes, under the 

remaining programmes there are also allocated funds and training expenditure, which, though to a 

lesser degree, also contribute to the improvement of the knowledge and skills in the economy.  

The ratio in the distribution of the funds spent on various initiatives of the active policy on the labour 

market over the past few years shows a trend of steady increase of funding through the European 

Social Fund (ESF).  

 Modelling and evaluation of the net impact of the active policy, financed by the state budget  

Approaches to assess the impact of the active labour market policy are mainly two - theoretical 

and empirical. The theory is based on relationships and mechanisms that are derived in detail, stud-

ied and described in the economic literature. The empirical approach is based largely on information 

contained in the statistics, but it can be associated with two types of problems: distortion of the results 

due to the characteristics of the sample of data, or lack sufficiently detailed or reliable data that does 

not allow carrying out a proper assessment of the impact. Econometric models are a combination of 

both approaches.  

The analysis of alternative economic policies imposes specific requirements for modelling instru-

ments. These requirements are imposed by the fact that when making decisions and undertaking ap-

propriate action, economic agents take into account changes in the environment due to the implemen-

tation of alternative policies. Therefore, drawing conclusions for the future based on models that are 

oriented primarily to adequate describtion of the observed data, can lead to inaccurate results. The 

introduction of appropriate microeconomic foundations in models allows maintaining the consistency 

of their results in the study of historical unobserved changes in the environment in which economic 

agents operate. 

The model developed for the purposes of this analysis allows measurement of the effects of the active 

labour market policies (ALMPs) on the socio-economic development of the country. According to 

analysis specification, the model is designed for the period 2000 - 2011, but under certain restrictions, 

it allows application also for the purposes of formulation of active policies in the medium term. 

The model consists of four interconnected modules:  

 Microeconomic module, where the fundamental model calculations regarding the impact of 

the active labour market policy are realized. It models the dynamic decisions of both house-

holds who supply labour and accumulate human capital and the productive sector, which 

determines the demand for labour in the economy. 

 Macroeconomic module, which based on the variations in employment, labour force and 

wages derived in the microeconomic module allows evaluation of the ALMPs net impact on 

the main indicators characterizing the economic development of the country, such as GDP, 

final consumption, investment, exports and imports, inflation, budget deficit, current account, 

etc.  

 Module for sectoral decomposition of the effects, which on the base of the derived effects on 

employment in the microeconomic module and also based on the effects on the main eco-

nomic indicators in the macroeconomic module allows for allocation of the net ALMPs im-

pact by sectors (11 sectors aggregated for purposes of the economic activities analysis).  
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 Module for tracking the effects of the active measures on the main vulnerable groups that 

based on the analysis of the profile of participants in the measures and programmes, on the 

EA register, and on the results of microeconomic module enables, measurement of net ef-

fects of ALMPs on the successful realization of the persons covered from vulnerable groups 

on the labour market. 

 Net effect of active policy  

The net effects estimated through the model indicate that during the period ALMPs had a 

moderately positive impact on the main economic and social indicators in the country, the labour 

force, total employment and real wages.  

The influence of active policies is caused by the presence of additional employment and training op-

portunities. This in turn stimulates labour supply outside the segment directly within the scope of ac-

tive policies as well. Human capital - skills, experience, work habits and work motivation of the work-

force is a major factor of socio-economic development. Active policies affect human capital in two 

ways: first, by providing training and upgrade of the skills of the workforce; secondly, employment 

under the programmes and measures maintains work habits and provides opportunities for gaining 

experience. The overall effect of ALMPs does not represent a mechanical summation of individual 

effects. The reason for this is that optimal behaviour suggests a more complex response of economic 

agents, where they allocate their efforts to respond simultaneously to changes in employment and 

opportunities for improving qualifications. This more sophisticated reaction enables the manifestation 

of synergistic effects or mutual neutralization of impacts, depending on the specific parameters of the 

environment (e.g. the cyclic position of the economy). 

In general, ALMPs were able to encourage persons outside the labour force to participate in the la-

bour market and have helped in the process of limiting the discouragement of a part of the unem-

ployed. The presence of this activating effect can be reported as one of the most successful policy 

outcomes. The largest is the size of the effects in the period 2002-2007 - the period of economic ex-

pansion. In accordance with the logic of the model, the size of the effect depends directly on the 

amount of money spent, respectively the scope of policies. Combining the supply and demand effects 

leads to conclusions in terms of the number of unemployed persons as well as the unemployment 

rate in the country. For the entire period from 2000 to 2011, the number of unemployed persons invar-

iably decreases as the reduction rate, except for the beginning and end of the period, when it was 

relatively small, is above 4%. The decrease in this indicator is the highest in the years of economic 

expansion and boom, while in the years of recession due to highly reduced budget resources, the 

effects are much more modest. The effects on the average annual nominal wage effects are very 

small in percentage terms, but have a positive sign. 

The effects of ALMPs on real GDP are relatively small, but positive in the whole period. This effect is 

strongest in the years 2002 to 2005 - then the resource for financing of active policies and the number 

of participants are greatest. Fully in line with expectations, the effect is weakest at the end of the peri-

od (2010 and 2011), as the scope and financing of measures and programmes from the state budget 

are the most limited. The reaction of investment to ALMPs is also positive for all years in the period 

2000-2011. Part of the newly created income as a result of the application of policies transforms into 

savings, which provide opportunities for investment in new equipment, repair of old to purchase addi-

tional working capital and so on. Furthermore, the increase in employment itself creates an optimistic 

attitude among entrepreneurs for positive economic development and causes additional incentive to 

increase investment spending. 

Sectoral effects show that ALMPs had a positive effect on all economic sectors, and particularly sig-

nificant in the construction and related services. The effect on manufacturing in the production of 

building materials and public sector and social services is also high but since these industries create 

more employment, the contribution of ALMPs to employment and gross value added in them is not 

essential. 
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Vulnerable groups on the labour market in Bulgaria, which are among the target groups of the imple-

mented ALMPs include unemployed persons aged under 29, unemployed persons aged over 50, 

long-term unemployed, unemployed persons without qualifications and persons with disabilities. The 

net impact on vulnerable groups is a result of the specific characteristics of vulnerable groups, which 

determine the size of the net effects on the individual level, and the focus of ALMPs. The proportion of 

those persons covered by measures and programmes in the total number of registered persons from 

vulnerable group varies throughout the  years during the period: long-term unemployed covered in the 

ALMPs account for 52% of registered unemployed in this vulnerable group in the 2003-2011 period 

on average; youths included in ALMPs account for 34% of the registered persons in this vulnerable 

group on average for the period; covered unemployed persons with disabilities - 22%; covered unem-

ployed over the age of 50, on average for the period stand at 17% of the registered ones; and cov-

ered unemployed without qualification and specialty – at 2%. 

The most significant effects were observed in the group of long-term unemployed. The number of 

employed persons in the labour market one year after their participation in the measures and pro-

grammes amounts to approximately 18.5 thousand persons on average for the period 2003-2011. 

The most notable positive impact on this vulnerable group was observed in 2007 when successfully 

intervened persons represent nearly 19.9% of the registered long-term unemployed. Next in terms of 

net effect, comes the group of unemployed persons over the age of 50 - the number of employees in 

the labour market one year after their participation in the measures and programmes amounts to ap-

proximately 3.6 thousand persons on average. The share of unemployed young people successfully 

intervened in employment is relatively small and the number of employed youth in the labour market 

one year after their participation in the measures and programmes amounts to approximately 3.0 

thousand persons on average for the period 2003-2011. The weakest net effect of subsequent em-

ployment was recorded in persons without or with low level of education and persons with disabilities - 

on the one hand, inclusion in education or in supported employment of these persons is their only 

opportunity to participate in the labour market and reporting of significant net effects they would be 

unlikely; on the other hand, the focus of the measures and programmes during the analysed period is 

placed on other vulnerable groups on the labour market. 

 Conclusions and recommendations on the active labour market policies 

The formulation and implementation of ALMPs requires adherence to certain balance between 

the social and the purely economic benefits. The main objective of ALMPs is not to achieve economic 

efficiency, i.e. to search for maximum economic result (e.g. on GDP growth or employment) given a 

specific amount of resources. In certain cases, participants who are subject to interventions aimed at 

specific target groups (e.g., persons with disabilities or elderly unemployed persons before retire-

ment), are characterized by relatively low probability of self-realization on the primary labour market. 

Therefore, the exclusion of these entities from the scope of ALMPs in fact leads to their social exclu-

sion. 

The effects of the interventions of ALMPs should be sought primarily in promotion and job creation, 

reduction of unemployment in the country and vice versa inclusion of some of those outside the work-

force back in the labour market. By achieving these main goals, ALMPs have the potential to affect 

indirectly also the dynamics of other macroeconomic indicators such as GDP growth, average salary, 

budget balance, etc. 

Given the fact that the budget as a whole represents a very limited resource, and that in the context of 

addressing the problems of the labour market this resource faces additional restrictions arising from 

the need for public policy to cover the widely-defined social areas, this requires extremely precise 

formulation and targeting of ALMPs. The refinement of the target groups can only be done in the con-

text of high quality and coverage of statistical information relating to the potential beneficiaries of the 

interventions. Also, in order to perform continuous monitoring of the effectiveness and adequacy of 

the applied interventions it is necessary to build a system of effective control and accountability for 

details concerning the profile of persons from vulnerable groups, which are covered by policies. The 



12 

latter would allow "fine tuning" even in cases where effectiveness is around and above the minimum 

required levels. 

Macroeconomic management requires the macroeconomic policy (and in particular ALMPs) to be 

consistent with the business cycle. A possible approach in this context is ALMPs to be structured so 

that high labour demand and low unemployment efforts be directed primarily towards vulnerable 

groups and other interventions be given lower importance. Also, ALMPs should be paying more atten-

tion to interventions that are expected lasting, though not immediate, effect. Conversely, in the years 

of high unemployment and increased public sensitivity to the dynamics of unemployment in the coun-

try, it is appropriate to give priority to measures and programmes that have an immediate effect, even 

though it is probably short-term and in many cases limited to the end of the intervention. In such con-

ditions not only vulnerable groups in the labour market are in need of assistance, but persons who 

have lost their jobs due to the restructuring of the economic activity.  
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1. Introduction 

1.1 Role of this analysis 

This analysis was developed within the project „Net Impact Assessment of the Active Labour 

Market Policy funded by the National Budget” and contracting authority  is " Labor Market Policy and 

Labor Mobility" Directorate in Ministry Labour and Social Policy.. 

Thе active labour market policy’s objectives are creating conditions for increasing the employment 

and reducing the unemployment. The development of the active policy during the period 2000-2011 is 

linked to the provision of incentives for enterpreneurship encouragement, increasing the workforce 

qualification and the labour productivity, еxpanding the opportunities for full social and economic inte-

gration. It encompasses a wide variety of programmes, projects and incentives for training and em-

ployment, information and consulting, traineeships and apprenticeships, which have been tailored to 

the needs of the individuals from the vulnerable groups and the employers.  

The programmes and the incentives for training and employment, funded with State Budget re-

sources, are a subject of systematic monitoring and analysis. The role of the macroeconomic model 

elaborated for the assessment purposes is to analyze and stimulate the complex interconnections 

between the economic variables for impact assessment of macroeconomic level. The implementation 

of the model gives the opportunity to analyze the active labour market policy, as well as the results 

achieved and the interaction with other policies and other possible effects.  

1.2 Objectives and tasks of the study 

The main objective of this study is to develop, test and implement a model for assessing the 

contribution  of the active labour market policy financed with national resources during the period of 

2000-2011 to selected macroeconomic and social indicators. 

In order to reach this objective, the following tasks have been formulated and implemented: 

 Analysis of the macroeconomic dynamics, the labour market and the social development 

during the period 2000–2014; 

 Analysis of the investment in human capital after the year of 2000, which includes the public 

and the private investments in education and training, the resources spent on training under 

Operational Programmes (including OP HRD), and a full overview of the active labour mar-

ket policy financed with national resources; 

 Overview of the theory and the practice of making net impact assessments of the labour 

market policy at a macro- and microeconomic level, including the assessments implemented 

by far in Bulgaria; 

 Developing a methodology and model specifications for net impact assessment of the active 

labour market policy and of key macroeconomic and social indicators; 

 Analysis of the advantages and limitations of the specialized software applications, selection 

of software products and programming languages, and software realization of the model, in-

cluding the processing of the model’s input data, validation, verification and subjecting the 

model to stress-tests; 

 Assessment of the net impact on the economic and social development, including tracing 

the causalities between the different indicators, identification of significant programmes, 

measures and projects, and formulation of recommendations towards the implemented ac-

tive labour market policy. 
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1.3 Range and methodology of the assessment 

This net assessment of the impact encompasses all programmes and incentives for training 

and employment, financed by the State Budget during the period 2000–2011. 

The net assessment has been realized in accordance with the European and international established 

practice standards in the implementation of similar assessments. A macroeconomic model with mi-

croeconomic base has been developed for the purpose and an assessment of the net impact of the 

active labour market policy and of basic social and economic indicators has been made. 

The model is developed and calibrated based on processing and statistical analysis of the following 

sources: 

 Information array with documents, project references, analysis, statistical data, reports and 

EA references in regard to the labour market policies implemented during the period 2000–

2014: 

 the statistical data and reports, published by Eurostat, regarding the implementation of 

active labour market policies in the EU Member States; 

 State Budget Act and Ministry of Finance’s budget-implementation reports for the years 

respective; 

 reports on the net assessments of ALMPs on an individual (microeconomic) level, im-

plemented by March 2015; 

 employed and trained individuals from the NEAP-implementation references for the re-

spective years. 

 Information arrays in regard to the active policies implemented: 

 the information array with documents, accounts, reports and EA references in regard to 

the labour market policies implemented during the period 2000–2011-2014; 

 the statistical data, published by Eurostat, regarding the implementation of active la-

bour market policies in the EU Member States; 

 State Budget Act and reports for the Ministry of Finance budget implementation; 

 reports on the net assessments of ALMPs on an individual (microeconomic) level, im-

plemented by March 2015. 

 Information data array from NSI, EA and UMIS for the human capital investments during the 

period 2000–2014, including statistical data on: 

 the public expenses on education; 

 the private expenditure on education; 

 the public expenses on training; 

 the private expenditure on training; 

 expenses on training under EU Operational Programmes, including OP HRD. 

 Statistical data on the social and economic development of Bulgaria: 

 data from the national calculations, published by the NSI; 

 data from the labour market surveys, made by the NSI, including the labour force sur-

vey, the survey on the structure of earnings, etc.; 

 data from the Balance of payments and the Monetary statistics, published by the BNB; 

 information array with documents, references, analysis and reports, and EA register 

statistical data regarding the registered unemployed individuals. 

The model is comprised of four modules: microeconomic module, macroeconomic module, module for 

sectoral decomposition of the effects, and module for tracking the effects of the policy on main vul-

nerable groups. 

A frame for reaction analysis of the main participants in the labour market – households and compa-

nies – has been made within the microeconomic module in cases of change in the parameters of the 
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active labour market policy implemented. The frame is based on formalizing the motivation and the 

restrictions of the economic agents through specifically formulated microeconomic problems, whose 

solutions are combined with mechanisms for determining the real wage in order to achieve the final 

variable values to describe the labour market. Pursuant to the specification of the microeconomic 

module, the households solve a dynamic optimization problem of maximizing discounted utility with 

given faze equations, describing the dynamics of the real assets and of the human capital, by choos-

ing consumption, labour efforts and qualification-raising efforts. The companies solve a problem of 

maximizing the profit with given production technology with two production factors – labour and 

capital. The implementation of the active labour market policies is accounted in the form of exogenous 

variables in the phase equations of the respective problem, as well as of the equation describing the 

dynamics of the technological improvement. In order to achieve more realistic setting in the construct-

ed model, a full awareness of the economic agents is not implied, as a result of which there is a pos-

sibility that their preliminary plans will not coincide with the final realization, even in a deterministic 

context. Also, the model suggests that the agents plan for a finite number of periods, which distin-

guishes it from typical theoretical planning for an infinite period. Unlike the standard models, in the 

developed analysis frame ,the existence of imbalances on the labour market is accepted, which al-

lows the obtaining of unemployment endogenously. Although there is a particularly modified mecha-

nism of forming the labour payment - Nash equilibrium scheme, imbalances occur. It is supposed that 

the outcome of this mechanism is not completely known to the participants, which leads to a revision 

of their preliminary made plans after being informed for the labour payment for the current period of 

time. The microeconomic model is calibrated with data on chosen economic indicators for Bulgaria, as 

well as with data for the active labour market policies implemented during the period 2000–2011. 

The macroeconomic module of the model covers four institutional sectors – real, budget, external and 

monetary. Each of these sectors is described by dependences, including endogenous (defined as 

module solutions) and exogenous (obtained as a result of the solution of the microeconomic module 

or of descriptive for the Bulgarian economy processes) variables. The module includes a set of as-

sessed macroeconomic behavioral equations and main identities in Financial programming. The im-

pact of the active policies on the GDP, on the consumption, on the investments, on the import and 

export, on the employment and the payment by sectors, on the inflation, on the budget deficit, on the 

current account and on other indicators, is assessed in the module. 

The module for branch decomposition of the effects is based on the intersectoral frame and on the 

Supply – Use tables. After a review of the design and the scope of the ALMP-funded programmes 

and measures, the shares of the economic sectors in the АLMP-created employment have been 

made, which in their turn, have been used for the branch decomposition of the effects on the em-

ployment. 

The module for tracking the effects on main target groups of the policy allows the results received 

from the microeconomic module to be conditionally compared to the impact on a target-group level. 

The vulnerable groups analyzed in the module are: unemployed youth aged up to 29, unemployed 

individuals at the age of 50, unemployed individuals with no qualification and specialty (the individuals 

included in literacy programmes and those with low level of educaitoni), long-term unemployed indi-

viduals and unemployed individuals with disabilities. The main parts of the module are related to de-

termining the net effects on an individual level by target groups, based on the microeconomic as-

sessments made by far on the impact and on the estimation of the number of individuals involved in 

the target groups examined in the ALMP-funded programmes and messures, and on the estimation of 

the number of successfully intervened participants (individuals who are employed on the labour mar-

ket a year after the end of their participation in a certain measure or programme). 

The model is implemented using software applications that are either available by standard in the 

public administration (spreadsheets), or free and/or open source software products. The mathematic 

techniques applied to develop the model and the econometric assessments made, have been real-

ized through the following programming products: R, Gekko, Python and Excel. 
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1.4 Report structure 

The main results from the assessment have been structured in five chapters and a conclusion 

within this report. Additionally, a document with appendixes to the chapters has been made, and it 

includes data for the indicators examined in the report, as well as detailed analysis, technical infor-

mation for the model developed, and assessment results. 

In chapter 2, an analysis of the economic and social development during and after the period of as-

sessment (2000-2014) has been introduced. The focus is on some principal for the assessment social 

and economic processes: the macroeconomic dynamics (regarding real, budget, monetary and exter-

nal sectors, and inflation), the labour market development (regarding the employment, the labor 

productivity and the unemployment), and the social development (regarding poverty and social inclu-

sion of the vulnerable groups on the labour-market). 

Chapter 3 is dedicated to the policies, focused on forming the human capital in Bulgaria during the 

period 2000-2014. Public and private investments in education and training have been examined and 

an overview of the OP expenses on training has been made. A detailed overview and analysis of the 

active policies, implemented in the country during the period of interest, have also been included. 

Chapter 4 comprises the methodology of the developed model for net impact assessment. Firstly, 

some general methodological notes, structure and key characteristics of the model are presented. 

Secondly, a detailed technical specification of each of the four model modules is provided. At the end, 

there is some information for the software realization of the model and for the results validation and 

sensitivity analysis made. 

Chapter 5 includes the main results from the implementation of the model. The net effects on the 

macroeconomic indicators assessed are introduced, as well as the impact on an economic branches 

level and on the main target groups of the policy. The results have been analyzed by tracking the 

main causalities, used in the model’s mechanisms. Some active policies with a significant impact on 

the indicators examined have been identified. 

The key parts of the conducted analysis and the results from the net assessment of the impact have 

been synthesized in the conclusion. On this basis, some general inferences have been formulated, as 

well as some recommendations towards the active labour market policy.  
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2. Economic and social development 

2.1 Macroeconomic dynamics 

2.1.1 Real sector 

The development of the Bulgarian economy in the period 2000-2014 can be provisionally di-

vided into two sub-periods. The first one covers the years until 2008, when economic processes in 

Bulgaria showed signs of expansion, even a major economic boom towards the end. The second sub-

period started in 2009, when the effects of the global financial and economic crisis began to resurface 

in Bulgaria and the national economy fell into recession. Despite emerging positive changes in GDP 

as early as 2010, it was only in 2014 that the economy managed to reach a level comparable to that 

of 2008.  

Economic development in the first sub-period was conditioned by two types of causes. One stemmed 

from purely domestic factors – the national economy started to level off and revive after surviving the 

local currency and economic crisis of 1996-1997, which had led to discarding independent monetary 

policy in favour of a currency board. Stabilisation and the subsequent expansion were also largely 

due to the reformatory policies of the government – privatisation, liberalisation and adoption of a firm 

EU-integration policy line. The other type of cause was mainly exogenous and external. In 2000 the 

acceleration rate of global economic growth hit 4.8%, versus 2.5% in 1998 and 3.6% in 19997, when 

developments were dictated by uncertainties arising from the Asian crisis of 1997, the US stock mar-

ket mini-crash of October the same year, the expansion of the dot-com bubble and the increased 

overall volatility of global financial markets. While the 4.1% US economic expansion of 2000 can be 

deemed to have only had an indirect effect on Bulgaria, the impact of developments in the EU was 

much more immediate. At that time the largest share of Bulgarian foreign trade (56.3% of exports and 

53.0% of imports) was already EU-oriented.8 

The rate of acceleration of EU economic growth to 3.8%9 in 2000 (compared with 3.0% the previous 

year) can be interpreted as a signal having a direct effect on the growth of the Bulgarian economy; 

although, in terms of the external sector, the contribution of net exports to domestic GDP growth was 

negative.10 GDP growth in Bulgaria in 2000 was 6.0%, with only domestic demand having a positive 

contribution. The next year shows overall poorer economic performance, mostly due to the dynamics 

of the external sector. From 2002 to 2008 the national economy recorded consistently high growth 

rates (on average 6.0% per year), with domestic demand as the main driving force in the entire peri-

od, while the external sector had a continuously negative contribution. This was due to the fact that 

increase in imports outpaced that in exports in spite of the highly favourable external environment 

(growth of chief trading partners, expansionary monetary policy of major central banks, such as ECB, 

the Federal Reserve etc.) Of particular importance was increased investment in fixed capital, which 

averaged 15.6% per year. This was also the underlying factor for the transformation of economic ex-

pansion into economic boom after 2000, while consumption growth, despite also exceeding total GDP 

growth in some years, remained relatively moderate. The main causes of the economic boom were 

associated with high profitability of investment, due to relatively low domestic costs (including labour 

costs), and strong foreign capital inflows, driven by the comparatively “soft” global and European 

monetary policy and the prospect of EU membership. Especially after 2005 the Bulgarian economy 

started to show clear signs of overheating – growing inflation, rapid increase in current account deficit 

                                                
7  Source: IMF WEO, Oct. 2014. 

8  Source: BNB. 

9  Until 2004 the EU included 15 member states; the information provided is based on Eurostat data about EU-15. 

10  Certain inconsistencies in national accounts statistics, identified as a result of the latest revision in accordance with 

ESA-2010, necessitate a more accurate interpretation of data.  
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in the balance of payments, instant increase in nominal wages, record low drop in unemployment 

without any indication of unforeseen changes in the educational and qualification characteristics of the 

labour force etc. 

The first effects of the global finan-

cial and economic crisis on the Bul-

garian economy date back from as 

early as the end of 2008 and were 

mostly felt in exports; however, 

recession did not step in until 2009. 

GDP decreased by 5.0%, with con-

sumption falling by 6.6% and in-

vestment – by 24.3%. Recession 

which resulted from both significant 

imbalances in the economy accu-

mulated in the boom period, and 

the lack of adequate production 

capacity and economic structure 

able to respond appropriately to 

changes in the international and domestic situation, continued to be persistently severe despite the 

economic growth of 0.7% in 2010 and 2.0% in 2011 respectively. The trend of slow recovery persisted 

in 2012, 2013 and 2014, when GDP grew by 0.5, 1.1 and 1.7% accordingly. As of today, there is still a 

lack of factors and processes to 

ensure a real convergence of the 

Bulgarian economy with average 

EU income and production levels.  

As regards supply, in the period 

2000-2014 there was a significant 

drop in the share of agriculture, 

forestry and fisheries in GVA – from 

12.4% to 5.3%. This was on the 

one hand due to the relatively small 

term nominal variation, respectively 

the drop in the term real size of the 

sector-generated GVA11. On the 

other hand, it was a result of the net 

growth (both nominal and real) in 

value added in the entire period, 

respectively in the cumulative share 

of economy, services and industry 

in GVA. More specifically, in ser-

vices the value added in constant 

prices of 2010 increased by 70.4% 

and in industry – by 79.4%. The 

nominal shares of services and 

industry rose from 62.3 to 66.4% 

and from 24.4 to 28.4% respective-

ly.  

                                                
11  Measured in constant prices of 2010, it dropped from BGN 4.0 billion in 2000 to BGN 3.1 billion in 2011, i.e. a decrease 

of 21.1%. 

Figure 2-1: GDP growth (%) and contribution by  

final demand components (pp) 

 
Source: NSI, own calculations 
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Figure 2-2: GVA Structure by income component 

 
Source: NSI, own calculations 
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Figure 2-3: Structure of GVA by economic sector (%) 

 
Source: NSI, own calculations 
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In terms of income distribution by source of formation, of particular interest in the context of the labour 

market is the fact that in the analysed period the share of employee compensations in GVA levelled 

off around the 40% average, which was significantly lower than values in developed economies.12 

Although interpreting this indicator is a rather complex task, what can undoubtedly be pointed out is 

that overall wages in the country were low, while at the same time the high share of gross operating 

surplus (about 58.9% in the period of the analysis) implied high (significantly more than in developed 

countries) profitability for the owners of fixed capital in the economy.  

2.1.2 Inflation 

Aggregate price dynamics in Bulgaria in the period 2000-2012 were fully compatible with de-

velopments in the real economy. High economic growth (6.0%) in 2000 was matched by very high 

inflation rates (measured via the national consumer price index) – 11.3% at the end of the year and 

10.3% on average for the entire year. In addition to the strong growth in domestic demand, the global 

market increase in the price of crude oil (by 59.9% over 1999) and the significant depreciation of the 

single European currency against the US dollar (by 15.4%)13 also contributed significantly to these 

values. The period 2001-2006 showed relatively moderate (but in no case low) inflation rates, which 

were matched by an upward trend in the development of the total economy. To a certain extent it can 

be claimed that in this sub-period inflation was under control and that the relatively high domestic de-

velopment rates compared with the major European economies were mostly due to the adjustment of 

domestic price levels to EU average levels. In 2007 and 2008, however, when the national economy 

showed clear signs of overheating, 

inflation rates even reached double 

figures – in 2007 end-of-year infla-

tion was 12.5% and average annual 

inflation was 8.4% and in 2008 the 

values were 7.8% and 12.3%, re-

spectively at the end of the year 

and on average. Substantial inflows 

of foreign capital can be considered 

the principal cause of price devel-

opments in those years, which led 

to significant increase in money 

supply, hence also in aggregate 

demand. Further indicators of this 

were the increase in real estate prices in the country, as well as the extremely high rates of wage 

growth.  

The economic recession of 2009 resulted in typical sharp decline in end-of-year inflation rate (0.6%), 

paralleled by a corresponding drop in the average value – to 2.8%.14 The next two years (2010 and 

2011) saw moderate to low inflation rates, reflecting both the (albeit slow) recovery process and the 

impact of international price developments (mostly those in the market of crude oil and foods, in par-

ticular crops). It should also be mentioned that the process of price convergence towards average EU 

levels was far from over and it too had an effect on end values. Despite the slight acceleration of infla-

tion in 2012, poor domestic demand coupled with drops in the price of basic raw materials (in particu-

lar crude oil) in the global market resulted in deflationary processes in 2013 and 2014.  

                                                
12  For example, in the same period in Germany the indicator averaged about 56%, in France – 57%, in the UK - 58%, in 

Denmark - 60% etc.  

13  Calculations are based on average annual exchange rates. 

14  It should, however, be noted that contrary to what was to be expected in such cases in accordance with certain 

economic theories, no deflation adjustment (i.e. decrease in general price levels) was observed. 

Figure 2-4: Inflation (%) 

 
Source: NSI 
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2.1.3 Budget sector 

The 1997 introduction of a currency board in Bulgaria posed certain requirements on fiscal pol-

icy implementation in the country. Generally said, to ensure confidence in the government, in particu-

lar in its monetary regime, no major deficits may be generated and, as much as possible, either a bal-

anced budget need be maintained or savings in the form of budget surplus need be accumulated.  

The actual budget balance developments in the country showed that fiscal policy was overall compli-

ant with the above requirement. From 2000 to 2003 budget balance values15 expressed as percent-

age of GDP were very low. Except for 2001, when there was a 1.0% surplus of GDP, the remaining 

three years saw slight deficits: -0.5%, -1.2% and -0.4% of GDP respectively. The period 2004-2008 

was characterised by the building up of state budget surplus, however never exceeding 2.0% of GDP. 

Given the stage of the economic cycle and in particular, the economic boom of the latter years of the 

sub-period, it could be claimed that fiscal policy was on the right track. At the same time, surplus size 

was insufficient to effectively offset excessive growth in domestic demand; hence, it could not contrib-

ute significantly to curb inflation processes or the generation of imbalances in the economy as a 

whole.  

Unsound budget planning and ne-

glect of the approaching crisis were 

the main reasons for the substantial 

budget deficit (-4.2% of GDP) of 

2009. In 2010 and 2011, however, 

efforts for fiscal consolidation paid 

off and the reported budget balanc-

es, albeit negative, were still signifi-

cantly lower (-3.2% and -2.0% re-

spectively). The next year saw even 

better performance as budget con-

solidation resulted in a deficit of -

0.7% of GDP. The change of gov-

ernment in 2013 and the assumed 

line of rejection of conservative 

fiscal management under the pretext of creating fiscal incentives led to a follow-up deterioration of the 

budget position to -0.9% of GDP. In 2014 the financial sector crisis related to the closure of Corporate 

Commercial Bank and the ensuing state intervention to cover liabilities to depositors led to a sharp 

increase in budget deficit to -2.8% 

of GDP – a value bordering on the 

critical 3.0%, beyond which the 

state could potentially be subject to 

excessive deficit procedure.  

As regards to government debt, its 

dynamics can be considered one of 

the most effective results of fiscal 

policy implementation. In 2000 

general government debt totalled 

EUR 10.2 billion, or 70.1% of GDP. 

By the end of 2011 it had already 

fallen by EUR 3.9 billion (38.2%) 

and the general-government-debt-

to-GDP ratio was 15.7% - the sec-

                                                
15  Measured on an accrual basis according to Eurostat data. 

Figure 2-5: Budget balance on accrual basis (% of GDP) 

 
Source: Eurostat 
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ond lowest in the EU. This was due to restructuring and payouts, including early repayment, to rele-

vant creditors, as well as to nominal GDP growth over the years. Naturally, a main underlying cause 

was also the lack of new debt issues exceeding payouts, facilitated by the existence of fiscal surplus 

under the Consolidated Fiscal Programme. In 2012-2014 the exhaustion of fiscal reserve possibilities 

to finance budget deficits, respectively the emergence of growing negative balances as a result of the 

above facts, lead to a significant increase in government debt. At the end of 2014 the government-

rate-to-GDP ratio was 27.6%, versus 15.7% at the end of 2011.  

The whole period 2000-2011 was marked by a consistent reduction in the share of the public sector in 

the economy and its values were among the lowest in the EU. Again based on Eurostat data, during 

this time the share of budget expenditure in GDP shrunk from 40.3% to 34.7%, and that of revenues – 

from 39.8% to 32.6%. Near the end of the period (2014) the share of budget expenditure once more 

approached the 40% mark (at 39.2%), and it was the slight increase in the share of revenues in GDP 

that prevented budget deficits to grow even more.  

2.1.4 Monetary sector 

In the period 2000-2007 annual broad money growth rate (monetary aggregate M3) was ex-

cessively high, with an average value of 24.1%. Specifically, in the initial years of the period a signifi-

cant contribution was the reduction of the minimum compulsory reserves held by commercial banks at 

the central bank from 11% to 8% in July 2000. While this factor was indicative of the impact of eco-

nomic (in this case monetary) policy measures, in more general terms, the increase of monetary 

amounts in the economy was related with the overall domestic development in the period. Firstly, M3 

growth was a reflection of consistent economic growth in Bulgaria since the implementation of in-

creased investment activity, consumption, imports and exports requires higher financial resources. 

Accordingly, monetary growth was 

a direct consequence of the devel-

opment of financial intermediation 

in the country. Since Bulgaria’s cen-

tral bank is unable to generate au-

tonomous monetary growth (rough-

ly put “to print money”), any in-

crease in monetary supply would be 

unthinkable without foreign capital 

inflows and/or a positive current 

account in the balance of pay-

ments. The latter was negative 

throughout the whole period (see 

External sector). It follows that the 

drivers behind the increased money 

supply were financial account in-

flows (FDI, deposits, etc.) It should 

also be noted that since the growth 

in money supply significantly ex-

ceeded the level of economic 

growth, money supply dynamics 

could also be considered one of the 

direct causes of the relatively high 

inflation rates in the period (this 

was clearly obvious particularly in 

2007). 

In the same period loans to house-

holds increased at a very fast pace 

– the average growth rate meas-

Figure 2-7: Annual M3 variation (%) 

 
Source: BNB, own calculations 
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ured at the end of each year in the period was 51.8%. The analogous figure as regards loans to non-

financial corporations was 34.2%. As for deposits, the average annual growth rate for both house-

holds and non-financial corporations was 25.9%.  

Some slowdown in money supply growth could be observed as early as 2008 (8.8% versus 31.2% in 

the previous year), when the first signs of the approaching crisis started to show. The lowest growth 

rate was recorded precisely in the recession year 2009, when it hit 4.2%. 2010 and 2011 saw some 

advance, to 6.4% and 12.2% respectively – rates that for the most part paralleled economic growth. In 

2009 loans to non-financial corporations and households experienced a major slowdown – by 2.3% 

and 5.8% respectively, which was in line with general monetary sector dynamics. Loans to house-

holds experienced minimum slowdown compared with 2008, but loans to non-financial corporations 

dropped by 10.6%. In the next two years the dynamics of deposits to households as a whole re-

mained stable, whereas deposits to non-financial corporations experienced a smooth recovery pro-

cess, ensuing from the overall recovery in the economy. The process changed course in 2013 and 

2014, with even a major reduction in loans to non-financial corporations (-11.6%) in the latter year.  

Despite the divergent develop-

ments in monetary and credit ag-

gregates in different parts of 2000-

2014 period, Bulgaria’s currency 

board remained solid and continued 

to be one of the most stable institu-

tions in the country. Monetary base 

coverage with currency reserves 

the whole time was well above the 

required minimum of 100% and 

consistently exceeded even 150%. 

This was largely due to the automa-

tion of the monetary regime, but 

also to the overall positive devel-

opments of the real economy, the 

external sector and the bank system. Still, events such as the Corporate Commercial Bank crash of 

2014 cannot be ignored as they pose major risks to both the financial system of the country and the 

overall condition and development of the economy.  

2.1.5 External sector 

Except for 2011, when the 

current account balance16 was 

close to zero, the period 2000-2010 

saw a consistently negative bal-

ance of the current account. Above 

all, these developments were due 

to deficits in the domestic balance 

of trade (international trade in 

goods). The underlying reasons 

were connected with the massive 

economic expansion in Bulgaria, 

which even transformed into an 

economic boom during some part 

of the period. High growth in do-

mestic demand required rapid in-

                                                
16

  All data on the balance of payments are based on IMF’s Balance of Payments Manual, Revision 5. 

Figure 2-9: Monetary base coverage ratio with  

BNB reserve assets (%) 

 
Source: BNB, own calculations 
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crease in imports of goods, which, coupled with the lack of domestic resources and undeveloped ex-

port potential, in turn resulted in the above situation. In 2007 and 2008 the current account deficit 

reached record high values –-24.3% and -22.4% of GDP respectively, which was direct evidence of 

overheating in the total economy and at the same time an indication of the mid-term unsustainability 

of overall external sector developments. In 2012-2014, despite the change of sign in the current ac-

count balance, values were still close to zero, indicating that this external sector component was not a 

cause of imbalances in the economy.  

The balance of services was positive throughout the whole period; however, it could still not offset 

trade balance deficits. The same was valid of the balance of current transfers. The balance of in-

comes varied in sign – it was negative in 2000, following which from 2001 to 2005 it took a positive 

sign. In the following 2006 it once again became negative and remained such until the end of the pe-

riod.  

As already mentioned, develop-

ments in the domestic capital ac-

count affected positively the aggre-

gate balance of payments. At the 

same time, they were also the un-

derlying cause of the rapid growth 

in money supply in the period, 

hence also in consumption and 

investment, typical of the economic 

growth. More specifically, foreign 

direct investment in the country 

exhibited a growth trend, which 

was a good match to the develop-

ments in the real and monetary 

sectors of the economy. In the first 

three years (2000 to 2002) its size was about BGN 1 billion per year; however, in the years to follow 

the indicator showed considerable acceleration and during the economic boom period FDI size was 

several times higher –EUR 6.2 billion in 2006, EUR 9.1 billion in 2007 and EUR 6.7 billion in 2008 

respectively. With the arrival of the crisis there was a slump in FDI (to EUR 2.4 billion in 2009), after 

which, in the period 2010-2014, FDI size fluctuated at levels close to those typical of the beginning of 

the period.  

2.2 Labour market 

2.2.1 Employment 

In 2000 and 2001 employment in the country decreased as a result of the large-scale econom-

ic restructuring of 1998-2000. By 2002 the ongoing privatisation process had depleted its negative 

effects on employment dynamics in the country and the impacts of the main factors that would condi-

tion the recovery and rapid economic development in the coming years became prevalent. Between 

2002 and 2008 there was a constant increase in the number of the employed, which reached 3,814.7 

thousand in 2008. In this period employment increased at relatively steady annual rates (between 2.4 

and 3.3%) with peaks in 2006 and 2007. The average annual rate of employment growth in the period 

was 2.9%. 

In 2009 a decrease in GDP in the Bulgarian economy was marked and employment in the country 

began to decline. In the same year the number of the employed decreased by 1.7% compared with 

the previous year. In the next three years even though the economy managed to curb the drop in the 

newly created added value, the number of the employed continued to decline – in 2010 by 3.9%, in 

2011 by 2.2%, and in 2012 by 2.5% on a year-over-year basis. In 2013 employment levelled off at the 

Figure 2-11: Foreign Direct Investment in Bulgaria (billion EUR) 

 
Source: BNB 
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same rate as the previous year, 

while in 2014 there was a slight 

increase for the first time since the 

beginning of the economic crisis.  

Unlike the period 2000-2001, which 

was characterised by a decline in 

the number of employed, in the 

period 2002-2008 there was an 

upturn resulting primarily from in-

creased demands for labour in the 

economy. The number of inflow of 

employees17 grew steadily and in 

the analysed period it peaked in 

2008. The share of job starters in 

the total number of employees grew 

from 3.0-3.5% in 2002-2006 to 3.7% in 2007-2008. The years of greatest economic activity were also 

accompanied by increased employee turnover, which was due to rises in the numbers of both starters 

and leavers. In this period their share in the total number of employees reached 3.5% in 2008 and 

3.6% in 2009, while in the previous years it had fluctuated around and under the 3% mark. High de-

mands for labour in 2006-2008 stimulated not only recruitment of new employees but also rapid job 

changes among them; hence also an increased employee turnover.  

In 2009, when the number of the employed started to fall, there was a resulting drop in the number of 

job starters. While in 2007-2008 on average 90 thousand persons started a new job each month, in 

2009 their number decreased to about 75 thousand. Over the next two years (2010 and 2011) this 

number fluctuated around the same level, and in 2012-2013 it grew to 80 thousand on average.  

The number of leavers in 2009 fluctuated around the 2008 mark (about 85 thousand on average per 

month), and in the next four years it levelled off at around 77 thousand. The share of job leavers of 

the total number of employees remained almost unchanged in 2008-2010 in the 3.4-3.6% range. The 

data show that in 2011-2013 the numbers of starters and leavers in the surveyed companies were 

almost identical. This gives grounds to conclude that the main reason for the drop in the number of 

the employed especially in 2010-2012 was the reduction of employees in small companies, as well as 

of self-employed and unpaid family workers, who were not included in the survey.  

Overall, the employment dynamics by economic sector repeated the cyclical pattern observed in em-

ployment in the total economy, but to varying degrees. The cyclicality was most evident in construc-

tion, where employment started to rise as early as 2004, but over the next four years there was a real 

boom in the demand for construction workers. In 2005-2008 the number of the employed in the sector 

increased by about 17-18% each year, while in 2006 alone the increase was 24.8%. In 2008 the 

number of the employed in construction was twice as high as in 2003. On average, their annual num-

ber grew by 14.5% over the entire period 2002-2008, which was the highest growth rate in any eco-

nomic sector in the country.  

With the heavy shrinkage of financial inflows and banks imposing firm restrictions on the growth of 

their credit activities, construction appeared to be one of the sectors experiencing the largest drop in 

the use of labour resources. In 2009 - the year of the biggest economic downturn in the Bulgarian 

economy – the number of the employed in construction fell by 6.9%. Although this was one of the 

highest employment reduction rates across the entire economy (only a few industrial sub-sectors ex-

perienced heavier employment shrinkages in 2009), the real slump in employment in construction was 

                                                
17  Applies to Employees under Labour Conract by Economic Activity. The data are taken from NSI’s annual survey on 

number of employement and labour costs and include companies on double-entry accounting, but not micro or small 

companies keeping single-entry accounts. As of April 2015 data for the period prior to and including 2013 were availa-

ble. 

Figure 2-12: Employees under Labour Conract by Economic  

Activity Groupings (% of the number of employees) 

Source: NSI 
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yet to come. In 2010 the employment reduction rate in the sector reached its highest value (-18.9%). 

In spite of the slowdown over the next years, its annual values remained rather high: -11.8% in 2011; 

-6.3% in 2012; -3.5% in 2013. In 2014, when the majority of economic sectors marked a positive 

growth in the number of the employed, construction remained one of the few sectors with negative 

employment dynamics - a drop of 0.8% on a y-o-y basis. 

Table 2-1: Employment by economic sector (thousands) 

  Agriculture Industry Construction Services 

2000 780.4 764.8 134.4 1559.7 

2001 768.3 746.1 133.3 1567.2 

2002 765 753.4 134 1569.8 

2003 759 758.9 136.7 1662.8 

2004 753.3 772.3 146.6 1731.2 

2005 742.2 787 171.2 1795.1 

2006 732.7 810 213.7 1855.4 

2007 723.9 835.6 251.1 1916.1 

2008 736.6 851.8 297.7 1928.6 

2009 736.7 767.8 277.3 1967.6 

2010 710.5 720.4 225 1948.2 

2011 689.5 712.7 198.4 1923.9 

2012 648.7 700.2 185.9 1901.8 

2013 656.18 680.4 179.35 1905.62 

2014 666.48 681.68 177.9 1 908.12 

Source: Eurostat 

The fluctuation profile in the number of the employed in construction displayed a visible cyclicality, 

which determined the cyclicality of the total economy in the period, but it was also indicative of the rather 

slow response to the changed economic conditions on behalf of employers. To a certain extent, this 

was due to the nature of the production process in the sector, where business projects often take more 

than a year to complete. This is why the biggest drop in the GVA in the sector did not occur in 2009, as 

in the rest of the economy, but in 2010. In 2009 the GVA in construction decreased by 0.3% (in real 

terms), while in 2010, when the majority of the projects whose implementation had started before the 

crisis had been completed and the number of new projects was limited, the GVA in construction fell by 

18.1% (again based on price levels of the previous year). In the next two years, when employment re-

duction remained rather high, the term real decrease in the GVA generated in the sector was relatively 

low (2.2% in 2011 and 3.5% in 2012), which was partially due to a number of non-residential public pro-

jects. In 2014 the GVA finally increased – by 1.4% in real terms – mostly as a result of the increased 

economic activity in civil engineering.  

Industry and services also displayed cyclicality in employment dynamics in the period 2000-2014, but 

to a far lesser degree than construction. Following the 2000-2001 drop in the number of the employed 

in both sectors, the average annual growth rate of employment in industry between 2002 and 2008 

was 2.1%, and in services - 3.5%. In the period 2008-2012 the average annual rate of employment 

reduction was 4.3% in industry and 0.2% in services accordingly. However, despite the similar dy-

namics, employers’ response was much quicker in industry than in services. In 2009-2010 the reduc-

tion in employment in industry was 9.9% in 2009 and 6.2% in 2010 respectively, following which there 

was a slowdown with annual values under the 3% mark, while in 2014 the rate fluctuated around the 

2013 level. In services employment started to decline in 2010 (by 1.0% over 2009), and in 2011 and 

2012 the reduction rate reached 1.3%. In 2013 and 2014 employment in the services sector also lev-

elled off.  
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Of the major economic sectors only agriculture displayed varying employment dynamics. The number 

of the employed in the sector practically decreased throughout the entire period 2000-2012, the only 

exception being 2008, the year of highest economic growth. The average annual rate of employment 

reduction in the sector in the first sub-period – between 2000 and 2008 - was 0.6%, and in 2009-2012 

it was 4.1%. It is important to note that GVA dynamics in agriculture in 2000-2008 were extremely 

volatile, with alternate years of substantial decline (26.9% in 2007) and years of very high growth 

(31.9% in 2008). Overall, in the period 2000-2008 there was a term real decrease in the GVA gener-

ated in the sector (in 2008 by nearly 6% compared with 2000), which in turn resulted in decreased 

employment. It should be pointed out, however, that economic activities in the sector are strongly de-

pendent on climatic and seasonal characteristics; hence, the demand for agricultural production is 

typically cyclical. In the period 2009-2012 the GVA experienced an additional 5.1% average annual 

drop, which led to further reductions in employment. In 2013 and 2014 the GVA in the sector grew for 

the first time since 2008, respectively by 3.3 and 5.2% on a y-o-y basis in real terms. This had a posi-

tive impact on the employment dynamics, which increased by 1.1 and 1.6% respectively in the two 

years. The reason for the high intensity of labour use in periods of increased volumes of agricultural 

production is that the dominant norm in the structure of employment in the sector is self-employment.  

Table. 2-2: Average annual employment fluctuation by economic activity (2000-2012)
18

 

 
2008/00 2012/08 2012/00 

Total economy  2.1% -2.6% 0.5% 

Agriculture, forestry and fishing  -0.7% -3.1% -1.5% 

Mining and quarrying -2.7% -4.9% -3.4% 

Manufacture of food products and tobacco products 0.5% -2.5% -0.5% 

Manufacture of textiles, wearing apparel, leather and related products 3.2% -7.6% -0.4% 

Manufacture of wood and of products of wood, paper and paper products, printing 2.6% -4.8% 0.2% 

Manufacture of coke and refined petroleum products -12.2% -9.0% -11.1% 

Manufacture of chemicals and chemical products -3.9% -4.6% -4.1% 

Manufacture of pharmaceuticals, medicinal chemical and botanical products -4.7% 2.2% -2.4% 

Manufacture of rubber and plastic products, and other non-metallic mineral products 4.4% -6.6% 0.7% 

Manufacture of basic metals and fabricated metal products, except machinery and 

equipment 
1.6% -4.7% -0.5% 

Manufacture of computer, electronic and optical products 3.0% -4.9% 0.4% 

Manufacture of electrical equipment 0.1% -1.7% -0.5% 

Manufacture of machinery and equipment n.e.c. 0.0% -6.1% -2.0% 

Manufacture of motor vehicles, trailers and semi-trailers, and of other transport 

equipment 
0.6% 5.3% 2.1% 

Manufacture of furniture; other manufacturing n.e.c.; repair and installation of ma-

chinery and equipment 
3.7% -3.8% 1.2% 

Electricity, gas, steam and air conditioning and supply -1.3% -3.2% -1.9% 

Water supply; sewerage, waste management and remediation activities 2.3% 0.4% 1.7% 

Construction 10.8% -11.0% 3.6% 

Wholesale and retail trade, repair of motor vehicles and motorcycles 4.5% -0.5% 2.8% 

Transportation and storage  1.3% -1.7% 0.3% 

Accommodation and food service activities 5.3% -0.4% 3.4% 

Publishing, audiovisual and broadcasting activities 4.2% -10.1% -0.6% 

Telecommunications 0.6% -0.7% 0.2% 

IT and other information services, information and consultancy activities 5.2% 33.2% 14.5% 

Financial and insurance activities 5.1% 4.4% 4.8% 

Real estate activities 8.5% 4.3% 7.1% 

Legal and accounting activities; activities of head offices; management consultancy 8.0% 3.3% 6.4% 

                                                
18  Detailed A*38 data for the period 2000-2012 are available in accordance with ESA 95. 
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2008/00 2012/08 2012/00 

activities; architectural and engineering activities; technical testing and analysis 

Scientific research and development 9.9% -8.3% 3.8% 

Advertising; other professional scientific and technical activities; veterinary activities 8.3% -4.0% 4.2% 

Office administrative, office support and other business support activities  6.9% 2.7% 5.5% 

Public administration 0.0% -2.8% -0.9% 

Education -1.9% -2.2% -2.0% 

Human health 0.2% 0.7% 0.4% 

Residential care activities and social work activities without accommodation -0.7% 2.2% 0.3% 

Creative, arts and entertainment activities 6.9% 0.9% 4.9% 

Other service activities 7.0% 1.9% 5.3% 

Source: Eurostat, own calculations 

Industry and services are heterogeneous sets of economic activities, which exhibited varying trend 

patterns in the period of the analysis. If examined at the more detailed sub-sector level, fluctuations in 

employment dynamics can be identified in either sector, both in the period of economic growth and in 

the follow-up period of economic downturn and gradual and slow recovery.   

Most economic activities in industry, in particular those having the biggest impact on the employment 

dynamics in the sector, such as manufacture of textiles, wearing apparel and leather products, manu-

facture of food products, and manufacture of fabricated metal products, except machinery, exhibited a 

cyclicality of employment dynamics, which was typical of both industry and the total economy.   

The number of industrial economic activities in which employment decreased both in the period of 

economic growth (2000-2008) and in the subsequent period of economic downturn and recovery 

(2009-2012)19, however, is by no means insignificant. These include: mining and quarrying; manufac-

ture of coke and refined petroleum products; manufacture of chemicals and chemical products; manu-

facture of machinery and equipment; electricity, gas, steam and air conditioning and supply. The only 

activities to mark an increase in employment in both sub-periods were manufacture of motor vehicles, 

trailers and semi-trailers, and of other transport equipment and water supply, sewerage and waste 

management, but their share in the total industry was rather insignificant.  

Table 2-3: Structure of employment in industry by technological activity – EU 27, Bulgaria
20

 

 
BULGARIA EU-27 

 
2000 2011 2000 2011 

High-technology manufacturing  3.54% 3.3% 6.29% 6.17% 

Medium high-technology manufacturing  16.35% 14.5% 26.12% 27.62% 

Medium low-technology manufacturing 19.73% 19.49% 24.23% 25.07% 

Low-technology manufacturing 60.38% 62.62% 43.36% 41.14% 

Source: Eurostat, own calculations 

The structure of employment in the industry sector in Bulgaria is dominated by low-technology manu-

facturing. According to the classification of industries by technological intensity, slightly over 60% 

(62.6% in 2011) of the employed in the industry sector in Bulgaria work in low-technology manufactur-

ing. A further 20% (19.5% in 2011) work in medium low-technology manufacturing, and as few as 18-

19% work in either high- or medium-high manufacturing. In the period 2000-2011 there was a small 

change in the structure of employment in the sector resulting from a reduction in the share of medium-

high manufacturing and an increase in the share of medium-low manufacturing.  

The structure of employment in industry in EU-27, however, is significantly different. It is characterised 

by a relatively equal distribution of the employed, with just over one third working in low-technology 

                                                
19  Detailed data on industrial and services activities for the period 2000-2012 are available in accordance with ESA 95. 

20  EU-27 data are only available for the period prior to 2011; therefore, the Bulgaria/EU-27 comparison is presented for the 

period 2000-2011. 
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manufacturing, just under another third working in medium low-technology manufacturing, and a final 

third working in the two most technologically advanced manufacturing industries. In the period 2000-

2011 there was an increase in the share of the employed in the two intermediate groups (medium low- 

and medium high-technology industries) at the expense of a decrease in the share of the employed in 

lower-technology manufacturing. Moreover, this occurred at a time when the Community was experi-

encing the most dramatic expansion in its history, with the accession of new member states, whose 

economies in most cases were less technologically advanced than those of the older members.  

Employment dynamics in the services sector were more homogenous compared with those in indus-

try; however, noticeable fluctuations could still be seen. Much like industry, the dominant part of the 

services divisions also exhibited the cyclical pattern typical of employment in the total economy, but 

here it was much more pronounced. Among the affected divisions were wholesale and retail trade, 

transportation and tourism, which have a high share in employment both in the services sector and in 

the total economy. At the same time, the number of the divisions experiencing growth both before and 

after 2008 was higher. These included: information and computer service activities; financial and in-

surance activities; legal and accounting activities; office administrative, office support and other busi-

ness support activities; human health; creative, arts and entertainment activities. The demand for pro-

fessionals in information and computer services remained high and became the major drive behind 

the wage dynamics in the sector, which in the final years of the analysed period was on average the 

highest-paying branch in the total economy. It should be noted that the positive dynamics of employ-

ment in administrative and other support activities were conditioned by the implementation of active 

employment policies. This could be seen in both the period prior to 2008, when the rate of increase in 

the number of the employed was among the highest in the services sector, in particular in 2003-2004 

being the highest-impact period of the programme “From Social Assistance to Employment”, and in 

the period past 2009, when the shrinkage of supported employment programmes resulted in reduced 

employment growth in the sector.  

Employment dynamics in activities with priority national funding were to a large extent conditioned by 

governments’ efforts to optimise wage costs, as well as by the implementation of structural reforms. In 

the period 2000-2008 employment in public administration remained steady on account of the nega-

tive dynamics of the years 2000-2001, while in the period 2002-2008 it increased at an average an-

nual rate of 1.3%. In the period 2009-2012, similar to most economic sectors, employment in public 

administration decreased – on average by 2.8% on a y-o-y basis. Education was the only service divi-

sion with decreasing employment throughout almost the entire period of the analysis. The average 

annual reduction rate in the period 2000-2008 was 1.9%, and in the period 2009-2012 it rose to 2.2%. 

This was mostly the result of the reduced number of students and the ensuing need to streamline the 

education system in the country.  

Table 2-4: Average annual employment fluctuation by economic activity, Bulgaria, 2013 and 2014 

  2013 2014 

Total economy -0.4% 0.4% 

Agriculture, forestry and fishing 1.1% 1.6% 

Industry (except construction) -2.8% 0.2% 

Construction -3.5% -0.8% 

Wholesale and retail trade, repair of motor vehicles and motorcycles; transportation and 

storage; accommodation and food service activities 
-1.1% 0.8% 

Information and communication  2.1% 1.8% 

Financial and insurance services  -0.7% -0.8% 

Real estate activities -3.1% 1.2% 

Professional, scientific and technical activities; administrative and support service activities  4.8% -3.1% 

Public administration; education; human health and social work activities 0.5% 0.2% 

Arts, entertainment and recreation; other service activities; activities of households and of 

other organisations and bodies  
-0.5% 1.0% 

Source: Eurostat, own calculations 
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In 201321 industrial activities continued to experience declines in employment as a result of the re-

duced economic activity in the second half of 2012 and the entire 2013. Despite the unstable external 

economic environment in 2014, industry recovered its positive development, thus contributing to the 

gradual stabilisation of employment, even to its increase by over 1% in the second half of the year.   

The number of the employed in services levelled off as early as 2013, and remained unchanged in 

2014. The 2013 improvement was mostly conditioned by the increased number of the employed in 

professional, scientific and technical activities and administrative and support service activities, which 

reflected the enlarged scope of nationally funded supported employment programmes as a result of 

the additional resource being allocated for implementation of active employment policies22. In 2014 

the scope of active employment policies funded through budget resources decreased compared with 

2013, which in turn resulted in curbing the total employment growth in the sector. At the same time, 

the majority of services sub-sectors managed to restore positive employment growth. In particular this 

was the case in the dominant wholesale and retail trade, transportation, and accommodation and food 

service activities, which managed to overcome the decline of the previous four years.  

2.2.2 Labour productivity  

In the analysed period 2000-2014 the term real labour productivity23 in the country grew almost 

constantly. The average annual growth rate in the entire period was 2.9%, with relatively close values 

in both the upturn and crisis sub-periods. The average growth rate of the term real labour productivity 

in the economy in the period 2000-2008 was 3.3%, while in the next four years it fell to 2.2%. 

 

The real increase in labour productivity in 2014 over 2000 was almost entirely due to the increase in 

the generated GVA. In actual fact, the GVA generated in 2014 was about 57% higher than in 2000 

(based on constant prices of 2010), and in the same period the number of the employed in the econ-

omy rose by 6.0% (195 thousand persons). The average annual rates of increase in labour productivi-

ty were similar in both the upturn period and in the subsequent period of economic downturn and sta-

bilisation, but the factors conditioning their dynamics were different. The years between 2000 and 

2008 show a rapid increase in constant-price GVA (the average annual rate of increase in real GVA 

was 5.5%). This was the main factor for the increased labour productivity in the period. At the same 

time, employment also increased (the average annual rate of increase in the number of the employed 

was 2.1%), resulting in a reduction in labour productivity growth between 2000 and 2008. In the peri-

od 2008-2014 the growth in labour productivity was almost entirely due to the decrease in the number 

of the employed. The average annual growth rate of generated constant-price GVA amounted to 

0.4%, but the number of the employed in the economy in the period decreased by 1.7% on average 

per year. 

The economic activities with the highest growth in real labour productivity in the period 2000-201224 

were: manufacture of chemicals and chemical products; manufacture of motor vehicles, trailers and 

semi-trailers, and of other transport equipment; manufacture of computer, electronic and optical prod-

ucts; manufacture of furniture, other manufacturing n.e.c.; repair and installation of machinery and 

equipment; manufacture of machinery and equipment n.e.c.; manufacture of wood and of products of 

wood, paper and paper products, printing; publishing, audiovisual and broadcasting activities; IT and 

other information services, information and consultancy activities; financial and insurance activities; 

                                                
21  A*10 data on employment by economic activity for the period 2013-2014 are available in accordance with ESA 2010. 

22  As in the previous three years, the budget resources for active policy implementation were BGN 73 million; however, in 

the course of the year an additional amount of BGN 41 million was approved specifically for tackling poverty and 

unemployment. Of it BGN 30.6 million were allocated to active measures and programmes, with which the total available 

funding for active labour market policies reached BGN 103.6 million. 

23  Calculated as constant-price GVA (price levels of 2010) per employee, where GVA includes imputed rent. Eurostat data 

in accordance with ESA 2010 have been used. 

24  Disaggregated A*38 data on GVA and employment for the period 2000-2012 are available in accordance with ESA 95; 

the calculation of the term real labour productivity is based on GVA data at prices of 2005. 
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creative, arts and entertainment activities. It should be noted that the majority of the activities with the 

highest average annual rate of increase in real labour productivity exhibited trends similar to the total 

economy – in the first half of the period (2000-2008) the growth in labour productivity was driven by 

the rapid increase in the newly cre-

ated value, and in the second – by 

the decline in employment, which 

offset and even exceeded the de-

cline or slowdown in the economic 

activities of companies in the sec-

tor. In manufacturing of chemicals 

and chemical products there was a 

decrease in the number of the em-

ployed despite the high growth in 

constant-price GVA typical of com-

panies in the industry. This contrib-

uted to increasing the average an-

nual rate of real labour productivity 

in the period 2008-2012 over the 

previous years. 

 

Table 2-5: Average annual rate of fluctuation in real labour productivity (LP), real GVA and employment 

 
2012-2000 2008-2000 2012-2008 

 
LP GVA 

Em-

ploy-

ment 

LP GVA 

Em-

ploy-

ment 

LP GVA 

Em-

ploy-

ment 

Total economy  3.19% 3.73% 0.53% 3.50% 5.63% 2.07% 2.57% -0.08% -2.57% 

Agriculture, forestry and fishing 0.60% -0.88% -1.51% 0.95% 0.34% -0.71% -0.09% -3.33% -3.10% 

Mining and quarrying 4.05% 0.30% -3.43% 4.82% 1.77% -2.70% 2.50% -2.64% -4.90% 

Manufacture of food products and tobacco 

products 
2.76% 2.00% -0.51% -0.21% 0.08% 0.49% 8.70% 5.85% -2.52% 

Manufacture of textiles, wearing apparel, 

leather and related products 
7.94% 7.05% -0.41% 5.77% 9.05% 3.20% 12.27% 3.06% -7.63% 

Manufacture of wood and of products of 

wood, paper and paper products, printing 
10.02% 10.03% 0.16% 11.93% 14.50% 2.64% 6.18% 1.09% -4.79% 

Manufacture of coke and refined petroleum 

products 
8.41% -4.65% 

-

11.12% 
3.82% -9.99% 

-

12.18% 
17.60% 6.03% -9.00% 

Manufacture of chemicals and chemical 

products 
12.39% 7.86% -4.10% 9.08% 4.87% -3.85% 19.02% 13.82% -4.59% 

Manufacture of pharmaceuticals, medicinal 

chemical and botanical products 
6.45% 3.88% -2.40% 7.40% 2.34% -4.68% 4.56% 6.95% 2.16% 

Manufacture of rubber and plastic prod-

ucts, and other non-metallic mineral prod-

ucts 

8.44% 9.36% 0.71% 11.10% 15.80% 4.38% 3.12% -3.52% -6.63% 

Manufacture of basic metals and fabricated 

metal products, except machinery and 

equipment 

6.25% 6.11% -0.48% 11.30% 13.24% 1.60% -3.84% -8.14% -4.66% 

Manufacture of computer, electronic and 

optical products 
11.69% 11.52% 0.39% 11.75% 13.74% 3.04% 11.58% 7.10% -4.93% 

Manufacture of electrical equipment 6.99% 6.42% -0.52% 14.96% 14.83% 0.07% -8.95% 
-

10.39% 
-1.70% 

Manufacture of machinery and equipment 

n.e.c. 
10.41% 8.73% -2.01% 11.76% 11.81% 0.02% 7.71% 2.58% -6.08% 

Manufacture of motor vehicles, trailers and 

semi-trailers, and of other transport equip-

ment 

12.02% 14.39% 2.14% 17.38% 18.15% 0.56% 1.29% 6.87% 5.29% 

Figure 2-13: Labour productivity (GVA per employee, BGN,  

constant 2010 prices) 

 
Source: Eurostat, own calculations 
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2012-2000 2008-2000 2012-2008 

 
LP GVA 

Em-

ploy-

ment 

LP GVA 

Em-

ploy-

ment 

LP GVA 

Em-

ploy-

ment 

Manufacture of furniture; other manufactur-

ing n.e.c.; repair and installation of ma-

chinery and equipment 

10.41% 11.91% 1.19% 11.24% 15.38% 3.68% 8.75% 4.96% -3.80% 

Electricity, gas, steam and air conditioning 

and supply 
3.09% 1.02% -1.92% 3.80% 2.35% -1.29% 1.67% -1.63% -3.17% 

Water supply; sewerage, waste manage-

ment and remediation activities 
7.24% 8.12% 1.68% 6.40% 7.88% 2.31% 8.91% 8.59% 0.41% 

Construction 0.85% 3.90% 3.57% -1.48% 8.85% 10.83% 5.50% -6.00% 
-

10.96% 

Wholesale and retail trade, repair of motor 

vehicles and motorcycles 
5.24% 8.17% 2.82% 4.67% 9.42% 4.51% 6.40% 5.66% -0.54% 

Transportation and storage 1.35% 1.65% 0.33% 1.52% 2.87% 1.33% 1.01% -0.77% -1.67% 

Accommodation and food service activities -1.63% 1.76% 3.38% -0.07% 5.11% 5.28% -4.74% -4.94% -0.40% 

Publishing, audiovisual and broadcasting 

activities 
12.71% 10.58% -0.58% 12.63% 16.25% 4.20% 12.86% -0.75% 

-

10.12% 

Telecommunications 9.69% 9.55% 0.18% 17.03% 17.29% 0.62% -4.99% -5.92% -0.72% 

IT and other information services, infor-

mation and consultancy activities 
14.04% 24.81% 14.55% 24.82% 30.07% 5.24% -7.52% 14.30% 33.17% 

Financial and insurance activities 12.04% 17.00% 4.84% 18.51% 23.78% 5.08% -0.88% 3.45% 4.35% 

Real estate activities -7.00% -0.70% 7.11% -8.54% -0.85% 8.52% -3.92% -0.39% 4.28% 

Legal and accounting activities; activities of 

head offices; management consultancy 

activities; architectural and engineering 

activities; technical testing and analysis 

5.16% 11.92% 6.42% 7.51% 16.02% 7.97% 0.46% 3.73% 3.31% 

Scientific research and development  1.62% 3.02% 3.83% -9.11% -0.50% 9.89% 23.09% 10.05% -8.28% 

Advertising; other professional scientific 

and technical activities; veterinary activities 
9.35% 13.36% 4.17% 5.90% 14.61% 8.27% 16.27% 10.85% -4.03% 

Office administrative, office support and 

other business support activities 
-3.67% 1.57% 5.49% -1.91% 4.38% 6.88% -7.20% -4.06% 2.72% 

Public administration 0.89% -0.13% -0.92% 2.61% 2.57% 0.00% -2.56% -5.54% -2.76% 

Education 1.30% -0.69% -2.00% 1.25% -0.66% -1.89% 1.40% -0.74% -2.20% 

Human health  4.77% 5.03% 0.38% 2.91% 3.03% 0.23% 8.47% 9.03% 0.69% 

Residential care activities and social work 

activities without accommodation  
6.24% 6.67% 0.26% 0.44% -0.22% -0.72% 17.85% 20.44% 2.22% 

Creative, arts and entertainment activities  10.53% 13.37% 4.92% 14.88% 18.89% 6.91% 1.85% 2.33% 0.95% 

Other service activities 0.60% 5.62% 5.31% 4.39% 10.92% 7.00% -6.96% -4.99% 1.93% 

Source: Eurostat, own calculations 

A number of segments experienced employment growth in the period 2008-2012, which, compared 

with the years prior to 2008, could even be described as accelerated. This resulted in a slowdown and 

even decline in labour productivity over the previous period. The segments in question were: manu-

facture of motor vehicles, trailers and semi-trailers, and of other transport equipment; IT and other 

information services, information and consultancy activities; and financial insurance activities.  

Special mention needs to be made of companies in the IT and other information services, information 

and consultancy services segment, which recorded very high average annual rates of increase in real 

labour productivity in the period 2000-2008, and a drop in labour productivity in the subsequent 2008-

2012. At the same time, these companies had the second highest average annual rate of increase in 

constant-price GVA between 2008 and 2012 (after companies in residential care activities and social 

work activities without accommodation). The cause of the decline in labour productivity in information 

activities in the period was that they maintained very high, even increased rates of employment 

growth. The number of the employed in companies in the IT and other information services, infor-

mation and consultancy services segment experienced an average annual growth of 5.2% in the peri-
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od 2000-2008, which although high was still not among the top ranking growth rates in the total econ-

omy. In the period 2008-2012 it increased to 33.2%, which was the highest average annual growth 

rate in the number of the employed in a period when more than three-quarters of the economic activi-

ties experienced layoffs.  

Economic activities in which the labour productivity decreased in 2012 compared with 2000 were: 

accommodation and food service activities; real estate activities; office administrative, office support 

and other business support activities. In accommodation and food service activities and in office ad-

ministrative, office support and other business support services there was a decline in real labour 

productivity in both sub-periods, which was due to the inadequacy of the employment dynamics com-

pared with the dynamics of the newly created value at constant prices. It should be pointed out that 

employment dynamics in the second sector, especially in the period prior to 2008, were strongly af-

fected by the implementation of active employment policies, which had their largest scope in the peri-

od 2003-2004. Real estate activities recorded a high average annual rate of reduction in real labour 

productivity in the period 2000-2012, which was a mismatch from the overall fluctuation pattern in the 

total economy.  

In the period 2000-2008 employment in real estate activities increased at a fast pace (on average by 

8.5% per year), which was conditioned by high construction activity, observed primarily in the years 

between 2005 and 2008. At the same time, the term real GVA generated by real estate companies 

remained almost unchanged, even in boom years for construction. Rather than enlarge production, 

the rapid entry of new real estate companies increased competition and redistributed the existing 

market. In 2008-2012 the term real GVA of real estate companies experienced a slight decline (on 

average by 0.4% per year), while employment in real estate activities continued to rise by 4.3% per 

year on average. All of this led to a reduction in real labour productivity in real estates, unlike the ma-

jority of other economic activities. 

Table 2-6: Average annual rate of fluctuation in real labour productivity (LP), real GVA and employment25  

  2013 2014 

  LP GVA 
Employ-

ment 
LP GVA 

Employ-

ment 

Total economy  1.6% 1.2% -0.4% 1.3% 1.6% 0.4% 

Agriculture, forestry and fishing 2.1% 3.3% 1.1% 3.6% 5.2% 1.6% 

Industry (except construction)  2.9% 0.0% -2.8% 1.9% 2.1% 0.2% 

Construction 3.0% -0.6% -3.5% 2.2% 1.4% -0.8% 

Wholesale and retail trade, repair of motor vehicles and motor-

cycles; transportation and storage; accommodation and food 

service activities 

4.4% 3.2% -1.1% 0.4% 1.2% 0.8% 

Information and communication -0.5% 1.7% 2.1% 0.0% 1.8% 1.8% 

Financial and insurance activities  -0.6% -1.4% -0.7% 1.7% 0.9% -0.8% 

Real estate activities 4.0% 0.8% -3.1% -0.1% 1.2% 1.2% 

Professional, scientific and technical activities; administrative 

and support service activities  
-2.9% 1.7% 4.8% 5.1% 1.8% -3.1% 

Public administration; education; human health and social work 

activities 
1.1% 1.6% 0.5% 0.9% 1.1% 0.2% 

Arts, entertainment and recreation; other service activities; 

activities of households and of other organisations and bodies 
1.6% 1.1% -0.5% -0.7% 0.3% 1.0% 

Source: Eurostat, own calculations 

In 2013 and 2014 there was a slowdown in the growth rate of labour productivity26 compared with the 

average values for the period 2000-2012. The term real growth of the indicator shrunk to 1.6% in 

2013 and to 1.3% in 2014. In the last two years there was a real increase in GVA as a result of fa-

                                                
25  Indicators are presented in accordance with ESA 2010, based on A*10 sector classification of economic activities.  

26  The indicator is calculated in accordance with ESA 2010, where GVA is based on prices of 2010. 
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vourable labour market processes. The latter were associated with a significant slowdown in the re-

duction of employment in 2013 and a recovery in early 2014 in the majority of economic activities. 

This trend was most visible in agriculture, wholesale and retail trade, transportation, and accommoda-

tion and food service activities, as well as in industry (after the second half of 2014). Labour productiv-

ity in agriculture also exhibited significant fluctuation in comparison with 2000-2012. In the beginning 

of 2013 the indicator dynamics took an upturn as a result of a term real growth in the value added. It 

should be pointed out that information and communication companies continued to experience em-

ployment growth even after 2013, resulting in a decline in their productivity. Another important fact 

was that professional, scientific and technical activities and administrative and support services expe-

rienced a decline in labour productivity in 2013, when the sector recorded the highest employment 

growth in the total economy as a result of the enlarged scope of supported employment programmes, 

while the subsequent shrinkage of the latter in 2014 led to a decline in employment and an increase in 

the newly created added value per employee.  

Table 2-7.  Average annual rate of fluctuation in real labour productivity in Bulgaria and in EU-27 

  

  

EU-27 Bulgaria 

2011- 

2000 

2008- 

2000 

2011- 

2008 

2011- 

2000 

2008- 

2000 

2011-

2008 

Total economy 0.9% 1.1% 0.4% 3.2% 3.5% 2.5% 

Agriculture, forestry and fishing 2.8% 3.4% 1.1% -0.3% 0.9% -3.5% 

Mining and quarrying -1.9% -1.0% -4.0% 4.3% 4.8% 3.1% 

Manufacture of food products and tobacco products 0.9% 0.4% 2.2% 1.5% -0.2% 6.0% 

Manufacture of textiles, wearing apparel, leather and related 

products 
2.8% 2.3% 4.2% 9.2% 5.8% 18.4% 

Manufacture of wood and of products of wood, paper and paper 

products, printing 
2.1% 1.8% 3.2% 10.9% 11.9% 8.1% 

Manufacture of coke and refined petroleum products 3.2% 1.0% 9.0% 10.6% 3.8% 28.6% 

Manufacture of chemicals and chemical products 2.5% 2.3% 3.2% 13.6% 9.1% 25.5% 

Manufacture of pharmaceuticals, medicinal chemical and botani-

cal products 
4.3% 5.1% 2.1% 5.9% 7.4% 1.8% 

Manufacture of rubber and plastic products, and other non-

metallic mineral products 
2.6% 2.5% 2.8% 9.0% 11.1% 3.3% 

Manufacture of basic metals and fabricated metal products, 

except machinery and equipment 
1.3% 1.0% 2.1% 7.0% 11.3% -4.5% 

Manufacture of computer, electronic and optical products 8.4% 9.0% 7.1% 10.1% 11.8% 5.8% 

Manufacture of electrical equipment 1.9% 1.4% 3.0% 8.1% 15.0% -10.2% 

Manufacture of machinery and equipment n.e.c. 2.6% 2.6% 2.7% 9.7% 11.8% 4.3% 

Manufacture of motor vehicles, trailers and semi-trailers, and of 

other transport equipment 
4.1% 3.0% 6.9% 12.1% 17.4% -2.0% 

Manufacture of furniture; other manufacturing n.e.c.; repair and 

installation of machinery and equipment 
2.0% 2.1% 1.6% 9.4% 11.2% 4.5% 

Electricity, gas, steam and air conditioning and supply 1.1% 2.2% -1.8% 4.0% 3.8% 4.6% 

Water supply; sewerage, waste management and remediation 

activities 
-0.2% 0.1% -1.2% 5.1% 6.4% 1.7% 

Construction -0.2% -0.3% 0.1% 0.7% -1.5% 6.3% 

Wholesale and retail trade, repair of motor vehicles and motorcy-

cles 
1.0% 1.4% -0.1% 5.2% 4.7% 6.7% 

Transportation and storage 0.5% 1.0% -0.8% -0.2% 1.5% -4.8% 

Accommodation and food service activities -1.4% -1.4% -1.4% 1.2% -0.1% 4.4% 

Publishing, audiovisual and broadcasting activities 0.9% 1.2% 0.3% 13.3% 12.6% 14.9% 

Telecommunications  8.2% 8.9% 6.2% 11.4% 17.0% -3.5% 

IT and other information services, information and consultancy 

activities 
2.1% 2.0% 2.2% 15.2% 24.8% -10.4% 
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EU-27 Bulgaria 

2011- 

2000 

2008- 

2000 

2011- 

2008 

2011- 

2000 

2008- 

2000 

2011-

2008 

Financial and insurance activities  2.0% 2.8% -0.2% 13.0% 18.5% -1.5% 

Real estate activities  0.0% -0.7% 1.8% -8.2% -8.5% -7.4% 

Legal and accounting activities; activities of head offices; man-

agement consultancy activities; architectural and engineering 

activities; technical testing and analysis 

-0.1% 0.5% -1.6% 6.0% 7.5% 2.0% 

Scientific research and development 0.2% 0.2% 0.3% 1.3% -9.1% 29.2% 

Advertising; other professional scientific and technical activities; 

veterinary activities 
-1.7% -1.6% -1.8% 8.3% 5.9% 14.8% 

Office administrative, office support and other business support 

activities 
-0.9% -0.8% -1.1% -2.1% -1.9% -2.7% 

Public administration  0.8% 0.7% 0.9% 2.7% 2.6% 3.0% 

Education  -0.3% -0.4% -0.1% 0.5% 1.3% -1.4% 

Human health  0.7% 0.8% 0.3% 3.7% 2.9% 5.6% 

Residential care activities and social work activities without 

accommodation 
0.1% 0.4% -0.7% 2.3% 0.4% 7.2% 

Creative, arts and entertainment activities -0.7% -0.7% -0.7% 10.4% 14.9% -1.6% 

Other service activities -0.2% -0.1% -0.7% 1.3% 4.4% -6.9% 

Source: Eurostat, own calculations 

From EU-2727 perspective, the real labour productivity in the Bulgarian economy grew faster than in 

the EC both in the entire period (2000-2011) and in the two sub-periods. In the first one (2000-2008) 

the Bulgarian economy was more dynamic, which was indicated by the higher average annual growth 

in constant-price GVA (5.6% for Bulgaria against 2.1% for EU-27), as well as by the higher employ-

ment growth (2.1% for Bulgaria against 1.0% for EU-27). Over the next three years (2009-2011) both 

EU-27 and Bulgaria reported similar declines in economic activity (the average annual rate of reduc-

tion in the term real GVA in EU-27 was 0.2%, just like in Bulgaria); however, employment in Bulgaria 

adapted to the new conditions much more dramatically than employment in EU-27. The average an-

nual rate of reduction in employment in EU-27 during the period was 0.6%, while in Bulgaria it was 

2.6%. As a result, in both sub-periods the growth in real labour productivity in the Bulgarian economy 

exceeded that in EU-27.  

In the majority of economic activities the growth in real labour productivity of Bulgarian companies 

substantially exceeded the growth in real labour productivity in EU-27 in the period 2000-2011. The 

few exceptions were economic activities in which there was a decrease in the real labour productivity 

in Bulgaria during the period. These were: agriculture, forestry and fishing; manufacture of computer, 

electronic and optical products; transportation and storage; real estate activities; office administrative, 

office support and other business support activities.   

In the period 2012-2014 the real growth in labour productivity in the Bulgarian economy continued to 

rise at a faster rate than in EU-2828. After 2012, when labour productivity in EU member states re-

mained almost unchanged, in 2013 and 2014 there was a gradual increase in the growth rate of the 

indicator. On the contrary, in Bulgaria a slowdown was marked, resulting from the bigger decline in 

employment prior to 2012 and the gradual recovery of the labour market in the last two years. Re-

duced growth rates in labour productivity were characteristic of industry, construction, as well as of 

the aggregated sector of wholesale and retail trade, transportation and accommodation and food ser-

vice activities, in which the latter was the only division where the real growth in productivity was lower 

                                                
27  Disaggregated A*38 data are available for EU-27 in accordance with ESA 95; the calculation of the term real labour 

productivity is based on GVA data at prices of 2005. 

28  The indicator is calculated in accordance with ESA 2010, where GVA is based on constant prices of 2010. 
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than in EU-28 at the end of the analysed period. In 2013 and 2014 the indicator dynamics were slight-

ly negative in information and communication companies both in the Bulgarian and in EU economies.  

Table 2-8:  Average annual rate of fluctuation in real labour productivity in Bulgaria and in EU-28
29 

 

  EU-28 Bulgaria 

  2012 2013 2014 2012 2013 2014 

Total economy 0.1% 0.3% 0.5% 2.1% 1.6% 1.3% 

Agriculture, forestry and fishing  -2.0% 5.3% 3.6% -1.5% 2.1% 3.6% 

Industry (except construction) 0.2% 0.8% 0.2% 4.4% 2.9% 1.9% 

Construction -1.6% 1.0% 1.7% 4.6% 3.0% 2.2% 

Wholesale and retail trade; transportation and stor-

age; accommodation and food service activities  
-0.2% 0.1% 1.1% 5.4% 4.4% 0.4% 

Information and communication 1.0% -0.8% -0.2% -2.9% -0.5% 0.0% 

Financial and insurance activities -0.2% 0.1% 1.2% -3.5% -0.6% 1.7% 

Real estate activities 0.8% 0.3% -0.4% 6.7% 4.0% -0.1% 

Professional, scientific and technical activities; admin-

istrative and support service activities  
-0.8% 0.2% 0.3% -3.8% -2.9% 5.1% 

Public administration; education; human health and 

social work activities 
0.5% -0.3% -0.2% -1.6% 1.1% 0.9% 

Arts, entertainment and recreation; other service 

activities; activities of households and of other organi-

sations and bodies  

-0.3% -1.4% 0.0% -4.3% 1.6% -0.7% 

Source: Eurostat, own calculations 

 

2.2.3 Trends in unemployment dynamics 

The trends in the supply of working-age labour in the period 2000-2014 had varying effects on 

either the dynamics of employment and unemployment in the country or on the economic activity sta-

tus. 

After the period 2000-2001, when 

the increased unemployment rate in 

the age group 15-6430 was a reflec-

tion of the impacts of the mass-

scale restructuring of 1998-2000, 

the years between 2002 and 2008 

were characterised by a steady 

decline in the value of the indicator, 

which reached 5.7% compared with 

about 20% in 2001. The arrival of 

the economic crisis in 2009 pro-

voked an upward trend in unem-

ployment dynamics, resulting in a 

10-year peak of 13% in 2013 de-

spite the recovery of the positive 

growth in economic activity in the country. Only in 2014 did the unemployment rate begin to drop, 

recording an average annual value of 11.5%. Presenting the fluctuation in the unemployment rate 

through fluctuations in the working-age population and the rate of economic activity and employment 

shows that for the years between 200131 and 2005 no common underlying trend can be established 

for the causes of the annual decline in unemployment. In 2001 the decrease in working-age popula-

                                                
29  Indicators are presented in accordance with ESA 2010, based on A*10 classification of sector activities. 

30  As defined in LFS. 

31  In the analysis below 2001 is taken as start year since Eurostat data are not available for the period prior to 2000; 

hence, it is not possible to calculate indicator fluctuation in 2000.  

Figure 2-14: Employment and unemployment rates in  

the age group 15–64 

 
Source: Eurostat 
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tion was offset by a growth in the economic activity of this age group; however, the major factor for 

the increased unemployment was the reduced employment. 2002 saw the only rise in the working-

age population in the entire period of the analysis, which weakened the impact of the lowered eco-

nomic activity rate. Thus, the negative unemployment dynamics were largely a reflection of the higher 

employment. In fact, this was the first year in which the employment rate started to rise after the 

mass-scale restructuring of the economy in the period 1998-2000. In 2003 the cumulative effect of the 

reduction of the population and the labour force participation rate could not be offset by the marked 

increase in employment, in view of which unemployment declined mainly as a result of the lower la-

bour supply. The same year also saw the biggest decline in unemployment32, which was mostly due 

to the launch of one the largest supported employment programmes (From Social Assistance to Em-

ployment), targeting long-term unemployed on social benefits. In 2003 its implementation involved 

about 100 thousand persons, while the average number of the persons engaged under the pro-

gramme totalled 79.4 thousand per month, or 84% of all participants involved in budget-funded labour 

market programmes and measures33. The recorded increase in labour supply in 2004 resulted even in 

an increase in employment, which was the underlying factor for the reduction in unemployment in the 

course of the year. It is highly likely that the increase in economic activity and employment was to a 

large extent conditioned by the ongoing implementation of labour market programmes, having in mind 

that, compared with 2003, the programme “From Social Assistance to Employment” benefited from 

the inclusion of 93.6 thousand persons per month on average. In 2005 labour supply decreased once 

more and thus became the major factor for the decrease in the unemployment rate. 

Table 2-9. Contributors to unemployment fluctuation (15–64 years)* 

Period 
Unemployment rate (15–
64 years) fluctuation, pp 

Working-age population 
(15–64 years), 

fluctuation, % 

Economic activity rate 
(15–64 years), 

fluctuation, % 

Employed (15–64 years) 

fluctuation, % 

 ≈ + + - 

2001 3.6 -2.4 2.9 -3.9 

2002 -1.7 0.6 -1.4 1.4 

2003 -4.4 -1.6 -1.3 2.1 

2004 -1.7 -0.2 1.8 3.7 

2005 -2 -0.3 -1.1 0.9 

2006 -1.2 -0.9 3.9 4.2 

2007 -2.1 -0.8 2.8 4.5 

2008 -1.2 -0.6 2.3 3 

2009 1.2 -0.9 -0.9 -3.1 

2010 3.4 -1.5 -1 -6.1 

2011 1.1 -0.7 -0.9 -2.8 

2012 1 -1.7 1.8 -1.1 

2013 0.6 -1.3 1.9 -0.2 

2014 -1.5 -1.3 0.9 1.3 

*Based on conversion of basic identities, logarithm transformation and formation of differences, unemployment fluctuation is here presented 

as approximately equal to the sum total of the percentage fluctuation in working-age population and the economic activity rate minus the 

percentage fluctuation in employment  

Source: Eurostat, own calculations 

The analysis of the unemployment dynamics and their underlying factors in the period 2000-2005 

shows that the economy was yet unable to generate sufficient demand for labour. And also fluctua-

tions in unemployment were conditioned by both decreased labour supply and by the implementation 

of subsidised employment programmes. An indication of the inefficiency of the labour market in this 

period is the progression of the Beveridge curve. In the years between 2002 and 2005 the unem-

                                                
32  It should be noted that in 2003 there was also a change in the calculation methodology of LFS indicators, which further 

affected the unemployment rate and dynamics. 

33  In accordance with Employment Agency data. 
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ployment rate dropped in parallel 

with a drop in job vacancies, and 

only after 2005, in the years up to 

2008, were higher demand for la-

bour and lower unemployment reg-

istered.  

In the period 2006-2008 the poten-

tial labour supply on behalf of the 

working-age population fell, but the 

economic activity rate rose. At the 

same time, the growth in employ-

ment exceeded the growth in eco-

nomic activity and became the ma-

jor cause for unemployment to drop 

to its historically lowest value of 

5.7% in 2008. The latter was also a 

reflection of the impact of discour-

aged workers having increased their labour supply in a period of high economic growth and creation 

of new jobs.  

After 2009 labour supply decreased as a result of the economic crisis. The cumulative effect of the 

shrinking working-age population and the drop in the economic activity rate was more than offset by 

the reduced employment, which opened the way for a gradual growth in unemployment. The highest 

unemployment growth was recorded in 2010 (3.4 pp over 2009) since the labour market responded to 

the changes in the economic cycle with a certain delay. The reduced labour supply was related with 

an exit of a part of the active population from the labour force, and only as late as 2012 did an in-

crease in the level of participation of the working-age population occur. The observed stabilisation in 

the labour force in 2012 was offset by a drop in population, and the employment decline continued to 

be the major contributor to unemployment growth in the country. Moreover, in 2011 and 2012 a shift 

of the Beveridge Curve towards the right can be observed, paralleled by higher unemployment rates 

and higher levels of labour demand over the previous two or three years, which indicates deteriorated 

performance efficiency and structural mismatches in the labour market. In 2013 the decline in em-

ployment was almost overcome; however, given the limited employment options, increased labour 

supply remained at the base of the ongoing unemployment growth. In 2014 the number of the em-

ployed increased and became a major contributor to the drop in the unemployment rate over the pre-

vious year. At the same time, after 2013 there was some improvement in the operation of the labour 

market, reflected in movements of the Beveridge curve, with divergent dynamics of unemployment 

and job vacancies.   

The gender distribution of the unemployment rate in the age group 15-64 exhibited similar trends in 

the period 2000-2014. The fluctuation was greater for males in both the period of reduced unemploy-

ment prior to 2008 and in the years following the start of the economic crisis in 2009. At the beginning 

of the analysed period (2000-2001) the male unemployment rate was higher than the female by be-

tween 1 and 2 pp; however, by 2005 the gap gradually closed, and between 2006 and 2008 the un-

employment rate for males was already lower than for females. In the years just before the economic 

crisis the number of unemployed males had a tendency to decrease faster than the number of unem-

ployed females since the sectors generating the largest supply of vacancies, such as construction and 

the related real estate activities, manufacturing etc., were dominated by working males. These were 

precisely the sectors that were hit the hardest by the economic crisis, as a result of which in the peri-

od after 2009 the unemployment rate for males increased at a faster pace than for females, where the 

gap tended to increase. In 2013 the male unemployment rate reached 14.1%, representing an in-

crease of 8.5 pp over 2008, while the female unemployment rate increased by 6.1 pp and totalled 

11.9%. In 2014 the male and female unemployment rates experienced comparable reductions in the 

annual value and the male-female gap stood at above 2 pp. Unlike the fluctuations in Bulgaria, the 

Figure 2-15: Beveridge curve, Bulgaria 

 
 
* Percentage of manufacturing companies pointing to labour shortage as a factor 

limiting production  

Source: Eurostat, own calculations 
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average unemployment rates by gender in EU-28 showed that in the years prior to 2008 the female 

unemployment rate exceeded that for males. Furthermore, the common average downward trend in 

member states started to show af-

ter 2005, whereas in the years of 

unemployment growth (2009-2013) 

the values of the rates by gender 

were identical. This was also true of 

2014, when the indicator recorded 

a decrease in the annual value.  

The unemployment rate in ten-year 

age groups between 15 and 64 

years was highest in the group 

aged 15-24 in the whole period of 

the analysis 2000-2014. This was 

also the group exhibiting the high-

est volatility of fluctuations in the 

unemployment rate compared with 

the fluctuations in the average rate 

in the economy, as well as with the 

unemployment dynamics in the 

other age groups. After growing to 

39.2% in the period 2000-2001, in 

the following years until 2008 youth 

unemployment shrunk to 12.7% 

(26.5 pp less than 2001), compared 

with drops between 12 and 13.8 pp 

in the other age groups. In the crisis 

years the unemployment rate in the 

age group 15-24 increased more than twice (by 15.6 pp compared with 2008) and reached 28.4% in 

2013, while the increase in the other age groups was between 5 and 9.6 pp. In 2014 youth unem-

ployment dropped by 4.6 pp on a y-o-y basis, compared with drops of between 07 and 2.4 pp in the 

other age groups. This shows that in periods of economic growth young people tend to find employ-

ment quickly, probably due to reasons such as recruitment for flexible jobs, lower employer’s costs 

compared with the costs for hiring more experienced and qualified staff etc., while in periods of crisis 

they are most at risk as employers usually lay off the least experienced staff. A comparison with the 

average EU-2834 values of youth unemployment shows that while in 2002 the value in Bulgaria was 

nearly 18 pp higher, the gap gradually closed (also due to the fact that unemployment in EU-28 grew 

between 2002 and 2005), and in the years between 2007 and 2009 youth unemployment in Bulgaria 

was lower than in EU-28. After 2009, however, the indicator in EU-28 experienced very moderate 

growth, and in 2013 the unemployment rate in the age group 15-24 in Bulgaria already exceeded the 

average member states’ value by 4.9 pp. A significant improvement was marked in 2014, when the 

level of youth unemployment in Bulgaria dropped to 23.8% and was only 1.8 pp higher than the aver-

age EU-28 value. The trends in youth unemployment in the country were also characterised by a sig-

nificantly higher unemployment rate among young people with primary and lower education and basic 

education compared with EU-28. While the unemployment rate among young people with secondary 

education was on a par with the EU average, the values among young people with the lowest educa-

tional attainments reached 51.6% in 2013, indicating a mismatch between the supply and demand of 

qualifications and skills. The unfavourable situation could not be reversed even by the drop in youth 

unemployment in the beginning of 2014. The second highest unemployment rate group was that of 

                                                
34  Data for EU-28 are available from 2002 onwards, in view of which the Bulgaria/EU-28 comparison is presented for the 

period 2002-2014. 

Figure 2-16: Unemployment rates (15–64 years) by gender  

in Bulgaria and in EU-28* 

 

 
* Data on unemployment rates in EU-28 are available from 2002 onwards, in view 

of which the Bulgaria/EU-28 comparison is presented for the period 2002-2014. 

Source: Eurostat 
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the population aged 25-34. In the whole period of the analysis until 2009 the unemployment rate in 

this age group fluctuated around the average rate for the country, but after the beginning of the eco-

nomic crisis a deviation from the average rate was recorded - on average by between 1 and 2.3 pp. 

The remaining three ten-year age groups (35-44, 45-54 and 55-64) exhibited approximately identical 

values of the unemployment rate, the only exception being the age group 55-64, which experienced 

higher unemployment in 2013 and 2014.  

Table 2-10. Unemployment rate in Bulgaria and in EU-28 by gender and age group, %
35

 

Indicator 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

BG males 

15–24  38.9 29.4 25.0 23.4 18.9 14.5 13.7 17.7 24.1 26.0 29.5 30.2 23.8 

25-34  19.0 14.7 12.8 9.8 8.6 6.6 5.9 6.7 11.7 14.0 14.5 15.4 13.3 

35-44  16.3 12.4 10.7 8.6 7.2 5.4 3.8 5.6 8.3 10.0 11.4 11.5 10.3 

45-54  15.2 12.0 10.5 9.0 7.4 5.2 4.5 5.8 9.6 10.5 11.3 10.9 10.7 

55–64  14.7 11.4 10.8 8.8 7.5 6.3 5.0 5.8 9.6 9.4 11.4 13.3 12.8 

EU-28 males 

15–24  17.9 18.3 18.7 18.6 17.0 15.2 15.6 21.0 21.7 22.0 23.6 24.1 22.6 

25-34  8.7 9.0 9.2 8.7 7.9 6.9 7.0 10.1 11.0 10.9 12.1 12.6 11.7 

35-44  6.4 6.4 6.6 6.3 5.7 4.9 5.0 7.0 7.6 7.5 8.3 8.7 8.3 

45-54  6.4 6.6 6.9 6.5 5.9 5.0 4.9 6.5 7.1 7.1 7.7 8.1 7.7 

55–64  6.5 6.7 7.0 6.6 6.2 5.5 5.1 6.5 7.4 7.3 7.9 8.2 7.9 

BG females 

15–24  31.5 24.1 23.8 21.0 20.3 16.0 11.3 13.8 21.7 23.7 26.0 25.7 23.8 

25-34  18.8 14.9 12.4 10.5 10.0 6.8 5.4 7.2 11.0 12.6 13.0 15.1 12.2 

35-44  14.6 10.9 10.1 8.4 7.7 6.1 4.9 5.4 7.8 8.1 8.5 9.1 8.8 

45-54  14.8 11.5 10.0 8.3 7.7 6.6 5.3 5.7 7.8 7.9 9.0 9.4 8.2 

55–64  15.4 12.0 9.4 8.3 8.3 7.4 6.1 6.8 8.8 8.1 9.3 11.4 10.4 

EU-28 females 

15–24  18.3 18.3 18.7 18.9 17.8 15.9 15.6 18.7 20.1 20.9 22.3 22.7 21.2 

25-34  11.0 10.9 10.7 10.7 9.7 8.6 8.3 10.1 11.1 11.5 12.5 12.9 12.2 

35-44  8.6 8.7 8.8 8.5 7.7 6.7 6.5 7.6 8.4 8.5 9.4 9.8 9.4 

45-54  7.5 7.4 7.8 7.6 7.0 6.1 5.6 6.6 7.0 7.1 7.8 8.1 7.8 

55–64  6.1 6.3 6.8 6.2 6.1 5.5 5.1 5.9 6.2 6.1 6.7 6.9 6.7 

Source: Eurostat, own calculations 

The analysis of the unemployment rate by gender and age group compared with the respective aver-

age values for EU-28 indicates that most at risk in Bulgaria were young females and males aged be-

tween 15 and 24. Still, deviations were generally more pronounced for males rather than females, 

except for the period 2007-2009. In 2007 male youth unemployment managed to drop below the av-

erage member states’ level and female youth unemployment approximated the average EU-28 level, 

after which, in the next year, the unemployment rate among young females decreased faster com-

pared with males and was 4 pp lower than the corresponding average value in member states. In 

2009 the gap in female unemployment remained significant – in Bulgaria it was about 5 pp lower, and, 

compared with 2008, the growth rate of the indicator for females was lower than for males, although 

male unemployment too stood below the EU-28 average (by slightly over 3 pp). In the next four years 

the gender-based youth unemployment rate in Bulgaria once again surpassed the average member 

states rates, with a more pronounced gap in male unemployment - by between 2.5 and 6.1 pp - over 

1.6-4 pp in female unemployment. In 2014 the situation changed - male youth unemployment ex-

ceeded the EU-28 average by just 1.3 pp, while female unemployment – by 2.6 pp. In the age group 

                                                
35  Data for EU-28 are available from 2002 onwards, in view of which the Bulgaria/EU-28 comparison is presented for the 

period 2002-2014. 
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25-34 the gap between the unem-

ployment rate in Bulgaria and in 

EU-28 was for the most part deter-

mined by the male unemployment 

rate. As regards female unemploy-

ment in the age group, the indicator 

reached the EU-28 average as ear-

ly as 2005, and in the period until 

2010 it remained lower than the 

member states average. Between 

2011 and 2013 the value of the 

indicator in the group of females 

aged 25-34 in Bulgaria was higher 

by between 0.5 and 2.2 pp, but in 

2014 it was on a par with the aver-

age value in EU-28. The trends in the gender-based unemployment rates in the age group 35-44 

were similar. Here the common unemployment rate in the country in the last four years was just slight-

ly over 1 pp higher than in EU-28 (which was also the smallest registered gap across all other age 

groups) due to the male unemployment, where the gap totalled 2.5-3 pp. At the same time the female 

unemployment rate in the age group 35-44 reached the EU-28 average as early as 2005 and its value 

remained lower in the entire period until 2014. The group 45-54 also exhibited higher rates compared 

with those in EU-28 in the last five years, which was mostly due to the higher male unemployment 

rates (the gap in female unemployment values was between 0.4 and 1.3pp). In the next age group 55-

64 female unemployment maintained a higher rate compared with EU-28 in the entire period of the 

analysis between 2002 and 2014. While in 2008 and 2009 the rate of male unemployment in this age 

group in Bulgaria was lower than in member states, the corresponding value for females was by about 

1 pp higher. In the period between 2010 and 2014 the positive deviation from the average member 

states unemployment rates in the age group 55-64 grew for both males and females. In conclusion, it 

can be said that in Bulgaria unemployment was a serious issue among both males and females in the 

age groups 15-24 and 55-64, as well as, to a much larger extent, among males in the younger and 

more mature age groups. 

The unemployment rate by educa-

tional attainment in the age group 

15-64 had the lowest values among 

the persons with primary and lower 

education and basic education in 

the whole analysed period 2000-

2014. The value rose to 33.9% in 

2001, and in the following years it 

gradually fell - to 14.9% in 2008, 

which was the lowest value in the 

entire period of the analysis, from 

2000 onwards. In the years imme-

diately before the economic crisis 

(2007 and 2008) the unemployment 

rate in the group with the lowest 

educational attainments experienced the fastest reduction, which was connected with the overheating 

of the economy and the creation of new jobs that did not require high qualifications in sectors such as 

construction, as well as with the high share of the free labour resources represented by the unem-

ployed with the lowest educational attainments (around 42-43%). After 2009 the unemployment rate 

in the group with primary and lower education and basic education started to grow, but at a much 

faster pace compared with the other two education-based groups (secondary and higher education). 

This was conditioned by the ongoing restructuring of jobs for more productive employment, since in 

Figure 2-18: Long-term unemployment rate (12 months and more)  

in Bulgaria and in EU-28, %* 

 
* Data for EU-28 are available from 2002 onwards, in view of which the 

Bulgaria/EU-28 comparison is presented for the period 2002-2014. 

Source: Eurostat 
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Figure 2-17: Unemployment rate in the age group 15–64 by level of 

education in Bulgaria and in EU-28, %* 

 
* Data for EU-28 are available from 2002 onwards, in view of which the 

Bulgaria/EU-28 comparison is presented for the period 2002-2014. 

Source: Eurostat 
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times of economic crisis employers are looking to enhance their efficiency. Similar tendencies were 

also observed in the other member states, where the reversal in the downward trend in unemploy-

ment for the group with the lowest educational attainment began even earlier, namely in 2008, but the 

increase was much slower compared to the one in Bulgaria. While in 2009 the unemployment rate in 

this education group in Bulgaria was only 1.0 pp higher than the average in EU-28, compared to 19 

pp in 200236, in the last four years the gap already measured 10 pp. In the secondary education group 

the unemployment rate in 2002 was about 8 pp lower than the average in member states (17.7% ver-

sus 9.6% in EU-28); however, in just three years its value dropped almost twice and fell below the 

EU-28 average. In the period 2005-2009 the unemployment rate in the secondary education group in 

Bulgaria was below the EU average. After that, in the years between 2010 and 2014, it grew faster 

and its value already exceeded the average rate in EU-28 by about 2.0 pp in the last four years. 

Compared with the EU-28 average rates, in Bulgaria the indicator was most favourable in the highest 

education group. In 2002 the unemployment rate among higher education graduates in Bulgaria was 

8.2%, or 3.4 pp higher than in EU-28. However, from 2005 onwards its value became lower than the 

average in member states.  

The major factors for the formation 

of structural unemployment are the 

high unemployment rate in the 

groups with the lowest educational 

attainments (basic and lower edu-

cation), as well as the long-lasting 

unemployment. In the course of the 

analysed period the long-term un-

employment rate (12 months and 

more) in Bulgaria peaked at 12.1% 

in 2001, after which, in the years 

prior to 2008, it tended to decrease 

rapidly and stood at 2.9%. In 2009 

the indicator fluctuated around the 

3% mark, which was also the aver-

age value for EU-28. The reason 

was that in 2009 - the first crisis year – the number of the short-term unemployed (12 months or less) 

rose, as a result of which the share of the long-term unemployed dropped to 43.1%. The layoffs of 

mostly low-skilled workers and the ongoing structural changes in the economy were the main factors 

for the increase in the number, share and rate of the long-term unemployed in the period 2010-2013. 

A similar trend was also observed in other EU-28 states, but the increase rate in Bulgaria was more 

pronounced. Thus, in 2013 the rate of the unemployed for 12 months and more in the country 

reached 7.4% and exceeded the EU-28 average by over 2 pp, and the share of the long-term unem-

ployed stood at 57.3%, or 10.0 pp higher than the member states’ average. In 2014 there was a drop 

in the long-term unemployment rate, which, although stronger than in EU-28, on average remained by 

about 2 pp higher in Bulgaria. Despite the fall in the number of the long-term unemployed on a y-o-y 

basis in 2014, their share in the total number of the unemployed in Bulgaria continued to rise to 

60.3%, which was a reflection of the faster decrease in the group of the short-term unemployed (12 

months or less). 

2.3 Social development 

The analysis of social development in Bulgaria involved review of the main indicators in the 

sector in order to define the vulnerable groups on the labour market in terms of risk of poverty and 

                                                
36  Data for EU-28 are available from 2002 onwards, in view of which the Bulgaria/EU-28 comparison is presented for the 

period 2002-2014. 

Figure 2-19: Share of long-term unemployed in the total number of 

unemployed in Bulgaria and in EU-28, % * 

 
 

* Data for EU-28 are available from 2002 onwards, in view of which the 

Bulgaria/EU-28 comparison is presented for the period 2002-2014. 

Source: Eurostat 
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social exclusion while the coverage of the available statistical information37 was limited to the period 

2005-2012. Given that the dynamics of the indicators measuring poverty and social inclusion is direct-

ly related to the labour market development, incl. in particular access to labour market and employ-

ment opportunities, the in-depth assessment of the identified vulnerable groups is presented in the 

context of the target groups according to the national employment promotion legislation. The detailed 

analysis is based on information for the unemployed registered at the labour offices38 for the period 

2000–2014 focusing on: the unemployed up to 29, unemployed over 50 years of age, long-term un-

employed, and unemployed with no qualification and persons with disabilities. 

2.3.1 Poverty and social inclusion 

In 2006-2009 the proportion of persons facing poverty risk in Bulgaria followed a lasting 

downward trend, and in 2009 it reached its lowest level of 20.7%.The observed favourable dynamics 

was related to the upward development of the Bulgarian economy, and as a result a significant in-

come growth in the country. Nevertheless, in the period 2005-2009 the reviewed indicator exceeded 

the average value for the EU 28 (16.4%) and remained among the highest compared to the rest of the 

Member States. In the period under consideration the number of persons living in poverty dropped by 

7.5% from 1 632 thousand persons in 2006 to 1 564 thousand persons in 2009. 

The structure of poverty by employment status and labour market participation indicated that in the so 

called “working poor” a relatively constant development was observed as the risk of falling into pov-

erty for the reviewed group of persons was kept at the level of 7.1% in average in 2006–2009. Tradi-

tionally the economically inactive persons are among those groups for whom the risk of living in 

households with income below the poverty threshold is particularly high. The 2009 can be described, 

as the most favourable for the entire period prior to the crisis, the risk of poverty was highest for the 

unemployed (48.3%), pensioners (30.0%) and other economically inactive persons (24.4%).   

Table 2-11: Selected indicators for poverty and social inclusion 

Survey year 2007 2008 2009 2010 2011 2012 2013 

Income reference year 2006 2007 2008 2009 2010 2011 2012 

Number of persons at risk of poverty (in thou-

sands) 
1 691 1 632 1 657 1 564 1 672 1 559 1 528 

Relative share of the poor (%) 22.0 21.4 21.8 20.7 22.2 21.2 21.0 

S80/S2039 7.0 6.5 5.9 5.9 6.5 6.1 6.6 

Gini coefficient (%) 35.3 35.9 33.4 33.2 35.0 33.6 35.4 

Sourced: NSI, EU-SILC 

In terms of age, the share of persons with income below the poverty threshold was highest for those 

below 18 (26.7%) and over working-age (32.2%). The poverty dynamics depending on the household 

type showed that it was prevailing among the adult single person families, single parents, and 3or 

more dependent children households. In terms of their professional status, the risk of falling into pov-

erty was mostly significant among the low-qualified workers (around 30%). The education level, which 

to a high extend defines the access to better paid jobs, was also directly related to the poverty level. 

In 2009 almost two thirds of workers with primary and lower education were poor, and among workers 

with secondary education, this share was 26.5%. From this point of view it is interesting to note that 

the difference between the working poor with higher education and those with no education was sig-

nificant – almost 30 times (2.2% versus 61.5%). 

In accordance with lowering the risk of poverty in the country in past years, the degree of inequality 

and polarization of labour income was also characterized by favourable development. The Gini coeffi-

cient40 lowered from 35.3% in 2006 to 33.2% in 2009, and the degree of income polarisation also fol-

                                                
37  The social development analysis is based on data from EU-SILC. 

38  NEA data 

39  Ratio between the income of the richest and the poorest 20% of the households 

40  Gini coefficient is a measure of statistical dispersion intended to represent the income distribution of a nation's residents. 
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lowed a downward trend, with the ratio between the income of the richest 20% to the income of the 

poorest 20% of households reaching 5.9. 

It can be concluded that most of the indicators related to measuring the poverty and social inclusion 

followed a trend of improving for the period 2006–2009. The 2010 was characterised by reversing the 

observed positive trend because of deepening the negative development at the labour market in Bul-

garia. The indicators linked to measuring poverty and social inclusion responded with a certain delay 

to the unfavourable labour market development, which started as of the end of 2008. The majority 

were characterised by a favourable dynamics and 2009, and only in 2010 it began worsening. In 2010 

the relative share of the poor reached again the level of 22.3%, which corresponded to 1,672 thou-

sand persons with income from labour lower than the poverty threshold for the country. Increasing the 

poverty risk was seen in all groups, with the exception of those aged over 65 and the retired. Indica-

tors related to income inequality also followed an upward trend. 

Table 2-12: Proportion of poor by age and employment status  

Survey year 2007 2008 2009 2010 2011 2012 2013 

Income reference year 2006 2007 2008 2009 2010 2011 2012 

0-17  29.9 25.5 24.9 26.7 28.4 28.2 28.4 

18-64  19.4 17.0 16.4 16.0 18.2 17.4 17.1 

65 and more 23.9 33.8 39.3 32.2 31.2 28.2 27.9 

Employment status        

Employed 5.8 7.5 7.4 7.7 8.2 7.4 7.2 

Unemployed 55.9 55.0 52.2 48.3 52.2 48.5 47.6 

Retired 23.6 31.7 36.5 30.0 28.6 26.2 25.9 

Inactive population - other 19.3 23.9 24.0 24.4 27.6 27.4 25.1 

Source: NSI, EU-SILC 

In 2010 the Gini coefficient reached 35.1% and got close to the value registered in 2007. The ratio 

between the income of the richest and poorest households also increased to the level of 6.5. Despite 

that in 2011 and 2012 the employment in the country continued to be characterized by a downward 

trend, the share of persons faced with risk of poverty, stabilised at the levels of 21.2% and 21.0% re-

spectively. This development was determined by the processes of restoring the economic activity in 

the country and the increase of the average labour income in the reviewed period. The reported value 

of the indicator considered for 2012 (the last year observed) corresponded to 1,528 thousand per-

sons, who live below the poverty line. In almost all groups of persons was seen improvement, but the 

defined in the period prior to the crisis in Bulgaria vulnerable groups, in which the poverty risk was 

higher (children, adults, unemployed and persons with primary or lower level of education) remained 

valid in 2012 as well. Only for the poor who were characterised by the lowest educational status, the 

situation was aggravated with an increase of their share to 30.2%. In terms of differentiation of income 

it should be noted that it was also characterised by an upward development. Freezing the minimal 

wage in the period under consideration increased the gap between the lowest and highest paid indi-

viduals. In 2012 the Gini coefficient was 35.4%, and the ratio - S80/S20 (the ratio of income between 

the highest and lowest quintile) reached 6.6. 

The analysis of the main indicators measuring poverty and social inclusion indicated that in the profile 

of the poor prevailed individuals relying on social transfers – children, unemployed, persons with dis-

abilities, retired, and to a less extend persons active on the labour market and receiving wage. In ad-

dition, it should be noted that closely linked with reducing the risk of poverty among children who were 

the main priority group of the policy for social inclusion and poverty reduction, was the narrowing of 

the scope of the working poor. In terms of defining the most vulnerable groups on the labour market in 

Bulgaria, the results of a survey of social exclusion41 prepared jointly by the World Bank and the Eu-

ropean Commission in 2014 should be noted. The analysis resulted in defining seven groups of vul-

                                                
41  Portraits of Labour Market Exclusion (2014). Survey based on EU-SILC data. 
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nerable persons in the period after the crisis onset, incl. middle-aged unemployed, retired (women), 

stay-at-home young mothers, single male NEETs42, retired and early-retired (men), low-educated rural 

long-term unemployed, low-educated early-retired and disabled persons. Leading was the share of 

middle-aged unemployed and retired (women) – 23% and 20% respectively. The share of persons 

falling under the categories: young mothers, NEETs (male), retired and early retired (men), low-

educated rural long-term unemployed varied between 12–15%. Lowest was the share of the group of 

low-educated early-retired and disabled (3%). 

Table 2-3: Proportion of poor by educational status  

Survey year 2008 2009 2010 2011 2012 2013 

Income reference year 2007 2008 2009 2010 2011 2012 

Primary and lower education 21.3 22.7 26.5 27.8 - 30.2 

Secondary education 5.2 5.4 5.8 6.7 - 5.0 

Higher education 1.3 1.6 2.2 1.3 - 1.5 

Source: Eurostat, NSI, EU-SILC 

It is notable that the individuals concerned represent the most vulnerable groups on the labour market 

in Bulgaria also in the period before the start of the crisis, with the exception of the middle-aged un-

employed. The importance of this group increased significantly due to limited demand for labour in the 

country after 2009. 

Table 2-14: Main Characteristics of the vulnerable groups on the labour market 
43

 

Middle-aged unemployed (23%) 

Long-term unemployed (50%) 

Age group 35-54 (66%) 

Completed upper secondary school (67%) 

High poverty risk 

Retired women (19%) 
Age group 35-54 (86%) 

Low poverty risk 

Stay-at-home young mothers (15%) 

Inactive (67%), unemployed (33%) 

Age group 16-34 (75%) 

High poverty risk 

Single male NEETs (15%) 

Long-term unemployed (43%) 

Age group 16-34 (96%) 

Have never worked before (61%) 

High poverty risk 

Retired and early retired men  (13%) 
Age group 55-64 (73%) 

Low poverty risk 

Low-educated rural long-term unemployed (12%) 

Long-term unemployed (61%) 

Age group 25-54 (69%) 

Below upper secondary school; (82%) 

Very high poverty risk 

Low-educated early-retired and disabled (3%) 

Retired (50%), disabled (40%) 

Age group 25-59 (89%) 

Completed below upper secondary school; (40%) 

Moderate poverty risk 

Source: World Bank (Portraits of Labour Market Exclusion) 

 

Identification of the groups presented was related also to drawing specific characteristics which de-

scribe their labour market status and selected demographic and social features. This allowed the 

                                                
42   Not in Education, Employment, or Training 

43  Information based on the results of the survey Portraits of Labour Market Exclusion (2014). 
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analysis of the vulnerable groups to cover different aspects in terms of both poverty, and potential for 

inclusion in employment, hence the employment promotion activities could be prioritised. Middle-aged 

unemployed, single (male) NEETs and low-educated rural long-term unemployed persons were char-

acterised as having the highest potential, which was based on several important factors incl. wide 

coverage, high poverty risk and skills acquired. The groups with lower potential for labour market in-

clusion covered the stay-at-home young mothers, retired, low-educated early-retired and disabled. 

These groups were characterised by lower poverty risk, while their limitations were due mainly to the 

low education level and limited work capacity. 

2.3.2 Development of vulnerable groups on the labour market 

In the context of national employment promotion legislation the main target groups are: unem-

ployed up to 29, unemployed over 50 years of age, long-term unemployed, unemployed with no quali-

fication and persons with disabilities. In 2014 the coverage of identified disadvantaged groups meas-

ured in terms of their share in the total number of the unemployed showed that of leading role had the 

unemployed with no qualification and speciality (55.6%), followed by the unemployed over 50 years of 

age (38.1%), long-term unemployed (37.8%), unemployed up to 29 (17.5%) and persons with disabili-

ties (4.7%). 

Table 2-15: Coverage of the vulnerable groups (% of the total number of unemployed)  

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Unemployed young persons up to 29 

29.6 27.8 29.3 28.1 26.4 25.2 23.0 20.2 17.8 18.3 18.1 19.1 20.5 20.1 17.5 

Unemployed over 50 years of age 

18.9 21.0 21.3 24.4 26.4 28.2 30.9 35.8 39.6 38.0 37.6 36.1 35.2 35.8 38.1 

Unemployed with no qualification and speciality 

58.4 59.8 60.6 60.9 61.8 64.0 64.8 65.7 62.7 57.9 56.4 57.1 55.6 55.2 55.6 

Long-term unemployed 

37.1 49.3 50.7 53.3 52.9 55.9 57.2 57.8 49.5 28.4 31.6 35.5 32.6 33.0 37.8 

Unemployed with disabilities 

1.2 1.5 1.9 3.0 4.1 5.0 5.9 5.0 5.3 4.5 3.9 4.1 4.1 4.2 4.7 

Source: EA 

 

Active labour market policy in Bulgaria is aimed at social and economic integration of the vulnerable 

groups on the labour market at risk of social exclusion and poverty. The main activities included in the 

active policy refer to provision of conditions and opportunities for productive and quality employment 

of persons in working age, incl. activation, individual labour market services, support for the transition 

of the individual between different labour market statuses for better reconciliation of work and private 

life, better flexicurity, prevention of dropping out of the labour market. 

  Unemployed up to 29 

According to EA administrative statistics the number of unemployed up to 29 in the period of 

2000 to 2008 was characterised by a strong downward dynamics. In the considered period on aver-

age annual reduction rate of 17.5% was reported with the number of unemployed young people 

reaching its lowest value of 42.7 thousand in 2008. The need for optimising the costs of the entrepre-

neurs after the crisis onset, incl. also the labour costs, placed the group concerned among the most 

vulnerable, given their low educational and professional status. Significant increase could be ob-

served in 2009 and 2010 with annual average growth rate for the entire 2009–2013 period amounting 

to 12.9%. In 2012 the number of unemployed young people increased to 74.8 thousand persons, then 

in 2013 their number remained relatively constant, and in 2014 even a reduction of 14.2% on an an-

nual basis was reported. The observed improvement resulted in reduction of the proportion of the 

unemployed in the age group concerned to 17.5% of the total number of unemployed, which corre-
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sponded to 64.1 thousand persons in 2014. This share remained considerably lower than the value of 

the indicator in the beginning of the reviewed period and was comparable to 2008. 

The structure of the unemployed young people in terms of duration may be assessed as favourable, 

given that the biggest share in the entire studied period was the share of those registered for up to 

one year. Annual average decrease of 18.0% was reported for the period 2000–2008, and the share 

of this group was 57.3%. In 2009–2013 it increased to 77.3%, or by 18.9% annual average, which 

was at the account of reducing the share of long-term unemployed in the age group concerned. Most 

considerable increase of the short-term unemployed was observed in 2009 and 2010, however this 

did not have an impact in terms of expanding the coverage of long-term unemployed in the next two 

years. Upward dynamics of persons with registration of up to one year was observed also in 2012. 

However the subsequent recovery of the labour market in 2013 and 2014 managed to accumulate the 

free labour resource. Within the studied period the number of persons registered for a period of more 

than one year followed a consistent decreasing trend from 42.7% in 2000–2008 to 22.7% in 2009–

2013. This group was characterised by most significant drop in the period 2007–2009, and its contri-

bution in the years after 2009 was 

negligible.  

The higher demand for labour in 

2014 had a favourable impact on 

the dynamics of short-term unem-

ployed young people with a reduc-

tion by 18.7%. The reported im-

provement was mainly due to the 

lower number of unemployed young 

people with registration up to 4 

months. In 2014 the number of un-

employed up to 29 with registration 

up to 4 months decreased by 

20.4% compared to the previous 

year, and for the long-term unem-

ployed young people (registration 

for more than one year) a slight increase of 1.5% was observed. Out of the total number of unem-

ployed young people up to 29 the share of short-term unemployed dropped to 73.5% incl. of those 

with registration up to 4 moths - to 28.3%, and the share of the long-term unemployed increased to 

26.5% accordingly.  

The structure of the unemployed young people up to 29 by professional status has been considered 

in three groups, incl. specialists, with worker’s profession and persons with no qualification. The first 

level covered mainly individuals with higher education, and the second level – with specialised sec-

ondary education. The third level 

included the individuals who pos-

sess a basic and primary, and in 

some cases secondary education 

level. 

The structure of the unemployed 

young people in the entire exam-

ined period by their professional 

status showed the highest share of 

persons with no qualification, fol-

lowed by specialists and those with 

worker’s profession. The changes 

in the period up to 2008 were relat-

ed to increasing the share of per-

Figure 2-20: Unemployed up to 29 registered in labour offices  

 
Source: EA 
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Figure 2-21: Structure of the unemployed up to 29 by registration 

period (%) 
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sons with no qualification, reducing the share of the unemployed young people with worker’s profes-

sion, while the share of specialists remained relatively constant. After the share of persons with no 

qualification reached its peak of 76.2% in 2008, it started to drop gradually and reached 61.0% in 

2014. Unlike this category the share of the unemployed in the other two groups in the period after the 

start of the crisis increased to 17.6% and 21.5% in 2014 respectively, for the persons with worker’s 

profession and specialists. The structure and dynamics of the unemployed up to 29 showed a leading 

share of persons with no qualification both prior and after the start of the crisis. 

It is notable that besides the 

persons with no qualification, the 

group of specialists which consisted 

mainly of highly qualified workforce 

also had a considerable 

contribution for increasing the youth 

unemployment in 2009 and 2010. 

All three groups had positive 

contributions; however the 

contribution of persons with 

worker’s profession was not so 

high. Similar development was 

observed also in 2012 which was 

followed by a stabilisation in 2013 

and a considerable decrease of the 

unemployed young people up to 29 

in 2014 in all three professional groups. The dynamics of youth unemployment by professional status 

demonstrated that the rate of change was most volatile for the persons with worker’s profession. In 

2000–2008 annual average drop of 15.7%, 17.0% and 24.2%, respectively for persons with no 

qualification, specialists and with worker’s profession was observed, and the reported growth in 2009–

2013 was 6%, 22.3% and 23.2% accordingly. In 2014 all three groups registered a decline by 13.4%, 

17.4% and 13.0% reaching 39.1, 13.6 and 11.2 thousand individuals accordingly. 

The breakdown of unemployed young people with no qualification by educational status showed that 

the share of those with secondary education level was 13.5% in average for the period 2000–2008. It 

is notable that in the period after the start of the crisis the increase of the share of individuals with 

primary or lower education level was considerably lower (6.7%), than that of individuals with second-

ary education level (16.9%). Thus the share of individuals with lowest professional and educational 

status dropped to 77.3% in 2014, which should be assessed as a favourable development in terms of 

future accumulation of structural unemployment. 

The low educational level and lack 

of skills and qualifications are 

among the key factors, determining 

a high level of youth unemployment 

in the country. The observed unfa-

vourable educational and profes-

sional structure made young people 

uncompetitive on the labour market, 

given that in the conditions of un-

certain economic environment em-

ployers dismiss mostly low-skilled 

workforce. The reasons for high 

youth unemployment and lower 

activity on the labour market in-

cluded also lack of professional 

and/or work experience, lack of key skills and work habits, early school leavers, etc. 

Figure 2-22: Structure of the unemployed up to 29 

by professional status (%) 
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Figure 2-23: Unemployed up to 29 with no qualification with primary 

and lower education level 
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From the perspective of the active labour market policies impact, it should be noted that the registered 

improvement after 2013 was mostly due to the implementation of the National Initiative “Work for 

Young People in Bulgaria” 2012–2013. Its programmes and measures involved jobs creation with 

prospects for quality and sustainable employment, measures for improving the employability, which 

take into account the future trends in the labour market development, information and counselling 

services. 

 Unemployed over 50 years of age 

The next vulnerable group are the unemployed over 50 years of age and its significance kept 

increasing in the context of its growth, which began in 1991. Within the studied period from 2000 to 

2014 the heterogeneous dynamics was observed. In 2000-2008 the number of individuals in this 

group dropped by about 40 thousand. However their share increased, reaching 40% of all unem-

ployed persons in 2008. The begin-

ning of the economic crisis had a 

negative impact on the vulnerable 

groups of unemployed, one of 

which was also the group of the 

unemployed over 50. In the period 

2009-2012 their share registered a 

slight decrease until 2012, but then 

it started to grow again and by the 

end of the studied period its value 

was lower compared to 2008. The 

observed development was based 

both on decrease in the number of 

unemployed over 50 years of age, 

and on the registered upward dy-

namics in the lower age groups. In addition, it should be noted that favourable impact on this group 

had the fact that it was included in the priorities of the active policy for employment promotion44. 

The structure of the unemployed 

over 50 by duration of registration 

at the labour office highlighted the 

following trends in the period 2000–

2014. From 2002 till 2008 (includ-

ing) the share of the unemployed 

for over 2 years followed an upward 

trend, which was at the account of 

lower share of the short-term un-

employed and those with registra-

tion from 1 to 2 years. In 2009 

however started more intensive job 

creation for persons from this age 

group (they were ranked fourth in 

terms of most new jobs created after the young people aged up to 29, the part time workers, and the 

persons with disabilities)45. 

                                                
44  EA Annual report (2009, 2010). 

45   EA Annual report (2009) 

Figure 2-24: Unemployed over 50, registered in labour offices 
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Figure 2-25: Structure of the unemployed over 50 by duration of reg-

istration 
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Thus in the period 2009–2014 the 

share of the unemployed over 50 

who were out-of-job for more than 2 

years went down to 23.7% at the 

end of the studied horizon, which 

corresponded to 33 thousand per-

sons. 

Unlike the persons registered for 

more than 2 years at labour offices, 

the share of the short-term unem-

ployed aged over 50 showed a sig-

nificant increase in the period after 

the beginning of the crisis reaching 

55.2% in 2014. The share of per-

sons out-of-work between 1 and 2 

years also increased and in 2014 it 

was 21.1%, but with smaller devia-

tions from the average value for the 

entire studied period (with bigger 

deviations only in 2001, 2002 and 

2010). 

Like with the other age groups in 

this one too, the majority were the 

unemployed with no qualifications. 

Prior to the economic crises their 

share remained at around 62-63% 

of the unemployed over 50 years of 

age, and after that the number of 

the unemployed over 50 with no 

qualifications followed a consistent downward trend reaching 57.1 thousand in 2008. After 2009 the 

rate of change in the studied segment remained lower compared to the average level in the group of 

the unemployed over 50 which determined the continuing decrease of their share to 51.2% in 2014. 

The observed improvement was driven by the lower growth rate of individuals with primary or lower 

level of education, who was 89% of the entire group concerned in 2014. 

The share of persons indicated as specialists remained relatively constant in 2000–2014 - at the level 

of 20.5% or around 25.3 thousand persons on average, and for the individuals with worker’s profes-

sion more significant changes were observed after 2009. In 2009–2014 the share of the unemployed 

aged over 50 with worker’s profession increased by 10 percentage points to 30.4% in 2014, which 

corresponded to 42.4 thousand persons. 

 Long-term unemployed persons 

The long-term unemployed are a vulnerable group covering persons out of work for more than 

1 year – respectively unemployed for 1 to 2 years, and for more than 2 years. Their reintegration in 

the labour market and sustainable support for employment is essential for the success of the imple-

mented labour market measures46. The characteristics of this group outlined here below by age, quali-

fication and educational level demonstrate the need for improving the competences and education of 

the long-term unemployed. 

                                                
46  NAPE (2015), MLSP 

Figure 2-26: Structure of the unemployed over 50  

byprofessional status (%) 
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Figure 2-27: Unemployed over 50 with no qualification with  

primary or lower education level 
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At the beginning of the considered time horizon 2000–2014 the numbers of long-term unemployed 

were in their highest numerical values, reaching 332.5 thousand in 2003. This was followed by a de-

cline in the number of long-term unemployed until 2009, when a systematic increase started, and for 

the entire studied period the reduction was by 118.8 individuals. In the years with downward dynamics 

this level was influenced by the launch of the active measures for combating unemployment, while the 

subsequent increase of their numbers was associated with the beginning of the economic crisis in 

2009. 

The share of the long-term unem-

ployed in the total number of un-

employed went over the limit of 

50% in the period 2000–

2007 (except for the year 2000) and 

in 2007 its value was 57.8%. In 

2009 a sharp decline of 21.1 pp 

was observed which reflected the 

fact the EA had identified the long-

term unemployed as an extremely 

significant group and launched ac-

tive programmes and measures 

aimed at them47. After 2010 the 

trend of increasing their share was 

again restored, however it re-

mained at lower levels of 30-40% and remained unchanged. The age structure of the long-term un-

employed was characterized by a clearly distinguishable leading age group in the first half of the re-

viewed period, and in the second – by two groups of similar share. In the period until 2007, the lead-

ing share consisting of between 54.5 and 47.2% was the share of the unemployed aged 29-50 out of 

work for more than 1 year, who had also the main share in the total number of the unemployed for the 

same period. Since 2008 the lead-

ing share of between 50.5 и 54.2% 

has been the share of the long-term 

unemployed over 50. 

It is important to be noted that the 

growth of the share of the unem-

ployed over 50 had gradually start-

ed since the year 2000 until it 

reached a bigger share than the 

one of the leading until 2007 group 

of unemployed aged 29-50. Never-

theless the number of the unem-

ployed aged 29-50 and over 50 

after 2011 remained relatively con-

stant.  

The group of the long-term unemployed up to 29 has been constantly declining by annual average 

levels of 14.9% in the period until 2008. It was followed by a period of slow increase of their share but 

it remained very low. In 2014 it decreased by 1.3% compared to the previous year. This group was 

included as a target group for youth employment measures and programmes, which had a beneficial 

effect also on the long-term unemployment of persons aged up to 29. 

                                                
47  EA Annual report (2009) 

Figure 2-29: Long-term unemployed, registered in labour offices 
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Figure 2-28: Structure of the long-term unemployed  

by age groups (%) 
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In terms of their professional status 

as an indicator of the dynamics of 

the long-term unemployed, the lead-

ing by approximately 70% was the 

share of the unemployed with no 

speciality. This was a distinguished 

characteristic of this vulnerable 

group, identified by the EA. Hence 

the Agency recognized the need for 

improving the qualification and edu-

cation of this vulnerable group. 

The long-term unemployed with 

worker’s profession from the begin-

ning of the reviewed period had 

relatively constant share of about 

19%, reaching the lowest value of 15.5% in 2007. In 2010 their share stared to increase again by 

2.3% (and with about 50% change) or from 12.8 to 20.3 thousand persons accordingly. In 2013 it 

reached the level as in 2000, and in 2014 increased by 2.4%. 

The long-term unemployed with 

professional status “specialists” 

retained the same share for the 

entire considered period, with a 

small decline following the crisis in 

2008 when their share started to 

grow. In 2014 it reached already a 

level of 21.9% or 14.9 thousand 

persons. 

Besides the individuals with no 

speciality, the unemployed with 

primary and lower education level 

occupy a big share in the group of 

the long-term unemployed. They 

are the most vulnerable and out of 

work for longer than 1 year. Improving their professional and educational status is of key importance 

for the successful decrease of the long-term unemployed. Their levels are quite high and uniform in 

the entire considered period.  

In 2011 started the implementation of the “Realisation” Project which targeted several vulnerable 

groups on the labour market, including the long-term unemployed. The project objectives referred to 

improving the adaptability and employability of the unemployed from the vulnerable groups. The activ-

ities covered trainings in part of an occupation and taking part in employment. A measure targeting 

specifically the long-term unemployed started in 2013. The national programme “From Social Assis-

tance to Employment” provided opportunity for joining a literacy training and acquiring a vocational 

qualification. A Programme for Training and Employment for Long-term Unemployed started in 2015. 

 Unemployed with no qualifications 

The next vulnerable group targeted by the EA active policy were the unemployed with no 

qualifications. Considered as a share of the total number of the unemployed in the country they were 

by about 20% more than the other two groups taken together – unemployed with worker’s profession 

and the specialists.  

Figure 2-30: Structure of the long-term unemployed by professional 

status (%) 

 
Source: EA 
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Figure 2-31: Structure of long-term unemployed by educational  

status (%) 
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 In the period 2000–2007 a con-

stant increase of the percentage 

share of the unemployed with no 

qualification in the overall picture 

was observed, however expressed 

in numbers there was a decline 

including also in 2008 – initial num-

ber for the period of 405 thousand, 

representing 58% of the unem-

ployed, and end number in 2007 - 

189 thousand persons representing 

65%, and in 2008 – 146 thousand 

persons or 66%.  

In the next two years the number of 

the unemployed with no qualification increased, after which till the end of 2014 remained almost un-

changed – approximately 200 thousand persons. Despite this stability an increase in their number 

was registered immediately after the crisis with only one exception in 2011 when there was a decline 

of 4.1% on an annual basis, and in 2014 – a decline of 0.7% on an annual basis.  

 By educational level, the number of 

unskilled unemployed with second-

ary education had been gradually 

decreasing, while the number of 

individuals with primary or lower 

education level in the beginning of 

the period was much higher. 

Similar trends can be observed in 

terms of the duration of unemploy-

ment period – until the onset of the 

crisis there was a decrease in the 

levels of the unemployed with no 

qualification out of work for up to 1 

year, and for the long-term unem-

ployed in this group there was an increase in the first 3 years (from 2000 to 2002). After the turning 

point in the economic cycle the majority of the unemployed with no qualification was modified. Until 

then the long-term unemployed 

were more, however from 2009 till 

the end of the period the positions 

changed – the short-term unem-

ployed became more (the average 

annual differences were between 

17 and 48 thousand persons). The 

reason for that were the enhanced 

active measures of the National 

Employment Agency and the 

adopted in 2008 amendments in 

the Employment Promotion Act48, 

as well as the fact that in 2009 the 

severity of the problem related to 

the long-term unemployed out of 

                                                
48  NEA Yearbook (2009) 

Figure 2-32: Professional status of the unemployed (%) 
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Figure 2-33: Changes unemployed with no qualifications  

(on annual basis)
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Figure 2-34: Unemployed with no qualification  

by duration of registration 

 
Source: NEA 
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work for more than 2 years (regardless of their professional status) decreased. 

Again with respect to the 2008 turning point, two periods can be distinguished – before that the lowest 

was the share of individuals over 50, while the other two age groups were almost evenly distributed 

with a certain predominance of young people aged up to 29 (in average 36% of all unemployed with 

no qualification). 

After that the shares of the different 

age groups got uniform, however 

this time the majority was formed 

by the group aged 29-50 (in aver-

age 39%). This group retained the 

size of its share in the unemployed 

with no qualification, however in 

terms of numbers there was a 

sharp decrease from 194.2 thou-

sand persons in 2000 to 92.1 thou-

sand persons in 2014. There were 

similar developments also among 

the young people – in their case the 

unemployed with no qualification 

decreased from 205.5 to 64.1 thousand persons. 

In each one of the age groups most numerous were the unskilled persons with primary or lower edu-

cation, who exceeded in times those with other education levels. 

 Unemployed with disabilities 

The number of unemployed 

with disabilities was characterised 

by a strong upward dynamics in the 

beginning of the studied period, and 

in 2006 is was 21 thousand persons 

(5.9% of the total number of unem-

ployed). Annual average increase 

of 17.8% was registered which 

however was followed by a consid-

erable decline in 2006–2008 and 

stabilisation in 2008–2011. Thus in 

2010–2011 the share of the vulner-

able group considered reduced to 

4.1%, and their number reached 

13.7 thousand persons. After 2012 

there was again an increase of 

9.7% annual average, and in 2014 

the number of unemployed with 

disabilities reached 17.3 thousand 

persons, or 4.7% of the unem-

ployed in the country. This share 

remained lower than the value of 

the indicator in 2008 and was rela-

tively constant for the entire period 

after 2009. 

In the entire examined period the 

structure of the unemployed with 

Figure 2-35: Unemployed with no qualification by age group 
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Figure 2-36: Unemployed with disabilities,  

registered in labour offices 
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Figure 2-37: Structure of the unemployed with disabilities  

by professional status (%) 

 
Source: NEA 
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disabilities by professional status was characterised by highest share of individuals with no qualifica-

tion, followed by those with worker’s profession and the specialists. The changes that occurred were 

related to the gradual reduction of the share of persons with no qualification from 56.1% in 2000 to 

41.0% in 2014. In the period 2003–2011 their number had been declining by an annual average rate 

of 3% reaching its lowest share of 5.8 thousand persons in 2011, after which a 6.0% annual average 

growth of this indicator was observed in 2012-2014. Unlike for individuals with no qualification, for the 

other two groups the indicator concerned had been increasing, which was more pronounced for indi-

viduals with worker’s qualification. The number of individuals in the two segments concerned reached 

the lowest value in 2008, and after 2009 it was growing with an annual average rate of 10.7% and 

5.8% respectively for the individuals with worker’s professions and the specialists. 

Like the other vulnerable groups on 

the labour market, here again high-

er coverage of individuals with pri-

mary or lower education is ob-

served, and in the beginning of the 

studied period they were about 6 

times more than those with sec-

ondary education, while at the end 

of the period this ratio reduced to 

3:1. The breakdown of the individu-

als with disabilities with no qualifi-

cation by educational status shows 

that the share of those with primary 

or lower education followed a per-

sistent downward trend, reaching 

76.6% or 7.1 thousand persons in 2014. It is notable that in the period after the onset of the crisis the 

number of individuals with lowest educational status continued to decrease until 2011, and only in 

2012–2014 a 5.8% annual average increase was reported. The reported increase rate remained 

much lower compared to the one for the individuals with secondary education which in 2009-2014 

was 7.8%. 

The share of economically active population among the persons with disabilities was considerably 

lower compared to the rest of the vulnerable groups on the labour market49. Along with the observed 

unfavourable qualification and educational structure of the unemployed in the group considered, it 

                                                
49  Employment of disabled people –  Ad hoc module to the Labour Force Survey in 2011  

Figure 2-39: Unemployed with disabilities with no qualification  

with primary or lower education level 
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Figure 2-38: Structure of the people with disabilities (15-64) by economic activity  

and type of limitation for work, 2011 
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should be noted that the main problem was the existence of a huge number of individuals who remain 

outside of the workforce coverage. In 2011 out of the total number of persons with disabilities, the 

share of economically active population was 48.7%, out of whom 13.8% were unemployed and 86.2% 

employed. The detailed data by economic activities showed that the higher employment of persons 

with disabilities was observed in the services sector, followed by the industry and agriculture. In terms 

of the reasons for the lower labour activity and higher unemployment rate of persons with disabilities 

and the lower labour market activity, three groups should be outlined: limitation in the type of work 

they can perform; limitation in duration of working time and limitation in getting to and from work. With 

Limitation in the type of work they can perform were faced 44.4% of the total number of persons with 

disabilities, followed by those with limitation in terms of the duration of working time (33.7%) and limi-

tation in getting to and from work (21.9%).  

 

The breakdown of persons with 

disabilities by age group showed 

that almost half of them were aged 

55-64 (48.9%), followed by persons 

aged 45-54 (27.6%) and those 

aged 35-44 (15.3%). With age 

changed also the structure of per-

sons with disabilities based on the 

degree of disability50. Among the 

youngest aged 16-19 the biggest 

was the share of individuals with 

permanently reduced work capacity 

of over 90% (31.1%). With age the 

share of individuals with highest 

degree of permanently reduced 

work capacity decreased and was 16.0% in the age group 50-59. After that age an increase of the 

share of individuals with permanently reduced work capacity was observed again. 

 Unemplyed aged 29–50 

The unemplyed aged 29–50 are the goup which is indicative for the overall labour market 

dynamics. The number of the unemployed in this group as a whole followed a lasting trend, while 

inially it was decreasing, and after 

that remained at a relatively 

constant level.The decrease was 

pronounced up to 2008 when the 

indicator reached its lowest value of 

99.5 thousand persons. Due to the 

negatice impact of the economic 

crisis the number of the 

unemployed was gradialually 

increasing, reaching 162.8 

thousand persons in 2014. 

Irrespective of the decrease in the 

absolute number of the 

unemployed in this group in 2000–

2014, in the beginning of the period they formed almost 50% of the total number of unemployed, and 

had been decreasing by 10.2% in average per year util 2008. The share of the unemployed in 2009–

                                                
50  2011 Census 

Figure 2-40: Structure of people with disabilities (15-64)  

by age groups, 2011 
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Figure 2-41: Unemployed aged  29–50 
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2014  has changed by only by up to 

0.6%, which was also a result of the 

impact of the various measures and 

programmes, amined at this 

summarised age group, and based 

on specifics by profesional and 

educational profile. 

In terms of duration of uneployment 

the unemplyed aged 29-50 were 

characterised by a constantly 

grownig share of the unemployed 

for more than two years, which 

peaked in 2007 - 45.8%. However, 

this growing share was combined 

with an annual average decrease of 

2.9% of the number of individuals in the segment considered for the period prior to the begging of the 

crisis. 

The number of individuals in this group who were out of work for 1 to 2 years in the first years of the 

period was close to the number of the long-term unemployed. It kept smoothly decreasing by an 

annual average rate of 2%, until it reached a share of 8% in 2009. In the next 2010 the number of 

individuals out of work for between 1 and 2 years increased 1.5 times and reached 24.8 thousand 

persons. This number lept almost unchanged until 2014, when it increased by 3.4 thousand peole. 

In almost the entire period the biggest share was the share of the unemployed for up to 1 year which 

to a certain extend represented the 

general profile of the the 

unemployment in the said period. 

The only exception were the years 

2006 and 2007, the long-term 

unemployed were the biggest 

share. After 2009 by period of 

unemployment the highest was the 

share of the unemployed for up to 

1 year, whose number increased 

by almost 40 thousand persons. 

Lack of quaification plus low 

educational level was a major 

problem for the unemployed aged 

29-50, as well as for the other age 

groups. In this group this stood out 

for the entire period. The share of 

the unemployed with no 

qualification with primary or lower 

education level remained very high 

- around 90%. In absolute terms 

they decreased considerably to 

92.1 thousand persons, which was 

twice lower than the reported value 

in 2000. 

The majority of the unemployed 

with no qualification were mainly 

individuals with primary and lower 

Figure 2-43: Structure of the unemployed aged 29–50 by duration of  

registration (%) 
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Figure 2-42: Unemployed aged 29-50 with no qualification  

with primary and lower education level 
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Figure 2-44: Structure of the unemployed aged 29-50  

by professional status (%) 
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education level. The level of their share for the entire period remained at around 80%. Keeping the 

levels unchaged was observed also for the unemployed from this age category with worker’s 

profession.  

Regarding the number of the unemployed – specialists aged from 29 to 50, in 2009 it increased by 

2.5%, after the downward trend of the indicator from the previous years reversed. This growth 

continued with a realtively slow rate in the next years as well. Decrease of this indicator by 1% was 

observed not until 2013 and 2014. Whilst in relative terms their share is growing, the number of the 

unemployed specialists is decreasing in absolute terms. 

HIGHLIGHTS 

 Development of the Bulgarian economy in the 

period 2000-2014 can be provisionally divided 

into two sub-periods. The first one covers the 

years until 2008, when economic processes in 

Bulgaria showed signs of expansion, even a 

major economic boom towards the end. The 

second sub-period started in 2009, when the 

effects of the global financial and economic 

crisis began to resurface in Bulgaria and the 

national economy fell into recession. Despite 

emerging positive changes in GDP as early as 

2010, it was only in 2014 that the economy 

managed to reach a level comparable to that of 

2008. 

 In the period of 2000–2001 the number of per-

sons employed decreased reflecting the signifi-

cant economic restructuring from the period of 

1998–2000. 

 After 2002 the negative impact on employment 

of the process of privatization diminished and in 

2003 the number of persons employed in-

creased, supported by rapid economic devel-

opment. 

 At the beginning of the economic crisis in 2009 

another round of decline in employment was 

started and continued till 2013; only in 2014 the 

first signs of labour market recovery were ob-

served. 

 In the period of 2000–2014 real labour produc-

tivity of the Bulgarian economy is characterized 

with constant increase. 

 Following its historical peak levels in 2001 the 

unemployment rate started to decline till 2008. In 

the period of 2002–2005 the dynamics of unem-

ployment is determined to a great extent by the 

implementation of active labour market policy 

and most of all – by the launch of the National 

Programme „From Social Assistance to 

Employment“ at the end of 2002 and the begin-

ning of 2003. 

 In the years following the beginning of the eco-

nomic crisis indications of reduced efficiency 

and existence of structural problems on the 

labor market were observed. 

 The highest levels of unemployment rate are 

those of the young people, who are among the 

most affected by the crisis on the labour 

market. 

 In 2009 the unemployment rate of persons with 

primary and lower education started to increase 

at a significantly faster pace compared to the 

unemployment rate of persons with secondary 

and tertiary education. 
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3.  Investments in human capital and labour market in 

Bulgaria 

3.1 Relationship between the overall process of investing in human 

capital and the assessment of active policies and their impact on 

the labour market 

3.1.1 Labour market processes and the logical framework of the model 

The present assessment is an analysis of the most significant results and impacts of the im-

plementation of active labour market policies, and its aim is to improve the decision-taking process 

and to ensure transparency and accountability in public spending. When such an assessment is un-

dertaken, it is crucial to specify its scope, target audience, availability of input data, and timeframe (in 

terms of the period of implementation of the analysed active labour market measures and pro-

grammes). During the inception stage of the project these aspects were analysed and measures were 

taken to determine the concrete parameters of the scope of the assessment. After the selection and 

approval of the methodology of the study, the team proceeded to collect the necessary information.  

The proposed methodological framework is designed based on the following four main sources of 

information: 

 Relevant political initiatives, reports and analyses, as well as best modelling practice in the 

EU51; 

 Research, publications, databases relevant to the macroeconomic impact assessment of 

socio-economic policies; 

 Established practice in assessing the impact of the implementation of socio-economic poli-

cies and labour market modelling in Bulgaria; 

 Official documents, statistics and information about labour market policy implementation in 

Bulgaria.  

Policy initiatives, reports and analyses, and best practice in labour market treatment in the EU include 

the following main components: 

 Analysis of labour supply, based on accumulation of human capital and demographic pro-

jections, including age structure of the population and migration; 

 Analysis of labour demand, based on the economic development of the examined econ-

omy; 

 Analysis of labour costs, including taxes and indirect effects of the implementation of la-

bour market policies; 

 Analysis of active labour market measures, including the type (employment or training), 

scope, implementation timeframe and  achieved results of the measures; 

 Analysis of the impact of active labour market measures taking into account other out-

side factors and policies having an effect on achievement rates.  

The established practice in assessing the impact of the implementation of socio-economic policies 

and labour market modelling in Bulgaria can be identified by studying the following key documents: 

                                                
51  The most significant of the studied models and methods of assessing the impact of active policies in the EU are 

described in section 6.1 of the Report.  
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 Reports on microeconomic impact assessments of active labour market measures per-

formed in the period 2000-2011 on the basis of individual survey data, including on-going 

and interim evaluations of  OP HRD, etc.; 

 Analyses, reports and technical documentations of previously designed models for forecast-

ing labour supply and demand in Bulgaria, including documents prepared under MLSP pro-

jects, research publications by Bulgarian economists etc.; 

 Analyses, reports and technical documentations of previously designed models for as-

sessing the impact of the implementation of socio-economic policies, including SIBILA – a 

model designed to assess the impact of the European Structural Funds and the Cohesion 

Fund on the Bulgarian economy, etc. 

Theory and practice distinguish between several basic ways to approach the ex-ante evaluation of 

active labour market policies. As the terms of reference of the present contract specify that the de-

signed model should be macroeconomic, mostly formal approaches to active labour market policy 

impact assessment have been studied here, i.e. such that are based on dependencies formally de-

rived via application of economic theories and mathematical and statistical tools. As a result, a modu-

lar type of model was designed, which integrates several basic types of components: 

 Microeconomic components reflecting behavioural aspects of participants in the labour mar-

ket, as well as previously estimated net impacts at microeconomic level under policy anal-

yses performed in the period 2000-2014; 

 Macroeconomic and sectoral components with a theoretically sound and empirically tested 

structure reflecting the specifics of the Bulgarian economy – these components were used 

to study the Interaction between individual markets and sectors in the economy.  

In accordance with the requirements of the MLSP, the scope of the assessment is set to 2000-2011. 

A preliminary analysis of the labour market has shown that the period of the study was characterised 

by strong dynamics in the labour market and economic development. At the same time, during the 

period a number of active and passive labour market policies were implemented. As a result of the 

dynamics of the outside environment and of the common policy, significant changes occurred in the 

labour market.  

The logical framework of the impact of the changes in the outside environment and implemented poli-

cies on the labour market is shown in the figure below. 

Figure 3-1: Logical framework of the impact of the outside environment and economic and social policies on the 

labour market  
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To be able to identify the specific effects of active policies financed from the state budget, the model 

should be compatible with: 

 The overall dynamics of the outside environment; 

 The size of investment in human capital in the form of formal education (school and universi-

ty) and training (lifelong learning, vocational training etc.); 

 The overall dynamics of the common labour market policy; 

 The overall impact of the common labour market policy, as well as the estimated partial ef-

fects of specific labour market measures; 

 The size of state budget resources allocated to active labour market policies, as well as the 

specifics of these policies. 

On this basis it will be possible to screen and identify net effects on the total economy resulting from 

the implementation of active labour market policies financed from the state budget. The model that 

will be designed will focus on active labour market policies financed from the state budget and will 

only capture their impact.    

3.1.2 Human capital formation and its relationship with the model 

As regards modelling, the formation of human capital can be considered from at least two 

complementary aspects. Firstly, changes in human capital occur both as a result of dedicated efforts 

to improve education and qualifications (formal schooling, enrolment in qualification courses, partici-

pation in seminars etc.), and in the course of gaining experience and skills while working (learning by 

doing). Secondly, changes occur as a result of personal decisions taken by individual economic 

agents (university studies, enrolment in foreign language courses etc.), but also as a result of 

measures and requirements imposed by the current national policy, the existing regulatory framework 

etc. (compulsory basic education, compulsory acceptance in qualification courses for the unem-

ployed).  

The concrete translation of the first of the above arrangements into a given model requires that both 

measurements of efforts to raise the qualification and variables of labour input (employment, man-

hours) be included in the formulation of a variable measuring human capital. The second arrangement 

implies that human capital will be influenced by both variables related to the independent choice of 

the private sector and variables whose values are determined by the characteristics of the institutional 

framework and the current policy.  

To ensure maximum flexibility and maximum scope of the basic mechanisms, the model will prioritise 

an approach combining both of the above arrangements. Such an approach is compatible with study-

ing the effects of active labour market policies as the latter contain elements of direct job creation and 

training. In this case, the simultaneous capture of both arrangements by the model can be summa-

rised as shown in the table below.  

 Self-initiated Policy-bound 

Qualification efforts Self-initiated training (variable   ) 
Active policy-bound training (variable 

  ) 

Employment efforts 

Employment other than the employ-

ment created under active policies 

(variable   ) 

Employment created under active 

policies (variable   ) 

 

From a formal point of view, all four of the above described options will be taken into account in the 

formation of human capital through their entry, via appropriately determined coefficients, into the 

equation of the dynamics of human capital.   
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3.2 Investment in education and training 

3.2.1 Public and private expenditure on education 

Total expenditure on education in the period 2000-2011 varied between 4.09 and 4.8% of an-

nual GDP. It was highest in the first year of the economic crisis (2009) and lowest in the last year of 

the period of the analysis (2011). The high rate of 2009 was mostly a result of increasing the funding 

for higher education and, to a lesser extent, for primary education. On average, total public and pri-

vate spending on education in the period was 4.53% of GDP.  

Expenditure by level of education followed the same pattern as total expenditure. For example, in the 

analysed period expenditure on primary and lower education (ISCED 0-1)52 averaged 1.43% of GDP, 

with the lowest value recorded in 2007, the first membership year, and the highest - in 2009, when 

expenditure totalled 1.52% of GDP. Moreover, after the introduction of delegated budgets in 2008, 

under which municipalities receive funding for education, spending on primarily and lower education 

increased to 1.46% of GDP on average. This was mainly at the expense of secondary education.   

Expenditure on basic education (ISCED 2)53 averaged 0.72% of GDP in the period 2000-2011. The 

main decrease (expressed as percentage of GDP) in spending in this level of education was after the 

introduction of uniform standards of maintenance costs per student in 2007.  

Expenditure on secondary education (ISCED 3-4)54 averaged 0.94% of GDP in the period. The 

spending rate in this level of education was highest in 2004 – 1.03% of GDP, and lowest in 2011 – 

0.83% of GDP.  

Expenditure on higher education (ISCED 5-6)55 averaged 1.44% of GDP. It had the highest rate in 

2002 – 1.56% of GDP, and the lowest in the last year for which data are available – 2011 (1.26% of 

GDP).  

Table 3-1:. Total expenditure on education by level of education, % of GDP  

Level of 

education  
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

ISCED 0-1 1.41% 1.39% 1.45% 1.44% 1.44% 1.43% 1.40% 1.33% 1.48% 1.52% 1.48% 1.37% 

ISCED 2 0.74% 0.71% 0.77% 0.79% 0.76% 0.76% 0.71% 0.66% 0.73% 0.71% 0.67% 0.62% 

ISCED 3-4 0.93% 0.86% 0.99% 1.00% 1.03% 1.00% 0.96% 0.90% 0.98% 0.95% 0.89% 0.83% 

ISCED 5-6 1.54% 1.51% 1.56% 1.51% 1.44% 1.37% 1.40% 1.29% 1.47% 1.63% 1.28% 1.26% 

Total 4.63% 4.47% 4.77% 4.75% 4.66% 4.57% 4.48% 4.18% 4.67% 4.80% 4.32% 4.09% 

Source: NSI, own calculations 

 Public expenditure on education 

The highest rate of public expenditure on education – 4.16% of GDP - was recorded in 2002-

2003, and the lowest – 3.48% of GDP – in 2011. The average rate of public spending on education in 

the period was 3.93% of GDP, with fluctuations around the average value. The highest fluctuation rate 

was registered in 2000-2002 and the lowest in 2010, most probably as a result of the global financial 

and economic crisis and, respectively, the lower amount of allocated funds.  

The breakdown of public expenditure on education is as follows: most funds were allocated to pre-

primary and primary education – about 36% of the total spending. This was followed by higher educa-

                                                
52  According to the International Standard Classification of Education (ISCED’97), this level of education includes pre-

primary education and primary education up to and including 4 Grade. 

53  This level of education includes basic education up to and including 8 Grade. 

54  This category includes secondary education and vocational education after completion of secondary education.  

55  This level includes higher education obtained from colleges, universities and specialised schools of higher education, 

including the doctorate degree.  
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tion with an approximate share of 26%, and secondary and basic education with, 21.2% and 18.3% 

respectively of the total public expenditure in the analysed period.  

A breakdown by level of education spending is as follows: in primary and lower education (ISCED 0-

1) the average spending rate in the analysed period was 1.41% of GDP, with the lowest value in 

2007, coinciding with the introduction of uniform standards of maintenance costs per child/student, 

and the highest in 2008-2010, after the arrival of the global economic crisis. This shows that despite 

the crisis, financial allocations for this level remained unchanged; therefore, the main driver of spend-

ing was the demographic factor.  

For basic education (ISCED 2) in the period 2000-2011 were spent averagely 0.7% of GDP, with the 

lowest value in 2008, the year of the introduction of delegated budgets, and the highest – in 2003. 

After the introduction of uniform standards of maintenance costs per child/student, due to demograph-

ic factors and lower enrolment rates, the allocations for this level were cut down.  

In secondary education (ISCED 3-4) public expenditure averaged at 0.81% of GDP. The lowest value 

was registered in 2011 and the highest – in 2004. With the introduction of uniform standards funding 

for secondary education was re-

duced in favour of the lower educa-

tion levels.  

Finally, public expenditure on high-

er education (ISCED 5-6) totalled 

1.01% of GDP on average, with the 

highest value registered in 2000-

2002 and the lowest – in 2010. In 

the period 2000-2010 the total 

number of students enrolled in 

higher education grew by just 4% 

over an 82% growth in the nominal 

value of allocated funding.   

Total public expenditure on educa-

tion in all levels of education in the 

period 2001-2011 in EU-28 and Bulgaria averaged 10.8% of the total public expenditure. Yet, during 

most of the period spending in Bulgaria was higher than in member states. After the introduction of 

uniform standards of maintenance costs per student in 2007 and delegated budgets for municipalities 

in 2008, the difference in the rates of public expenditure on education in EU-28 and Bulgaria shrunk.  

 Budget expenditure on education  

In the period 2000-2014 state budget expenditure on education averaged 10.4% of the total 

budget expenditure. During the entire period the rate of expenditure on education was about 10% of 

the total expenditure, with a peak in 2009. After that, most probably as a result of the crisis, sectoral 

funding dropped by 1 pp to its equilibrium rate. 2012 saw the start of a new increase in spending on 

education, which was mostly due to the higher number of children enrolled in basic education. 

Expenditure on education in 2000-2003 was mostly for wages and salaries, maintenance (mostly ma-

terials, fuels and energy) and capital expenditure (mainly for acquisition of tangible fixed assets). In 

the period more than half of the expenditure on wages/salaries and maintenance was paid from mu-

nicipal budgets. In 2004-2007 the structure of the redistribution of funds remained unchanged: wages 

and salaries; maintenance (materials, fuels, energy) and capital expenditure (mostly overhaul). Once 

again, more than half of the expenditure on wages/salaries and maintenance was paid from municipal 

budgets in state mandates.  

In 2008, following the change in the structure of CFP, the support available from the EU Structural 

Funds and the Cohesion Fund was include as extra-budgetary resources in the consolidated budget 

for education. As a result of this funding, municipalities began to invest in overhaul and acquisition of 

Figure 3-2: Public expenditure on education, % of GDP 

 
Source: NSI, own calculations 
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fixed assets for the educational institutions located in their territories. In the period 2008-2013 more 

than half of the funding was invested to overhaul the assets used in the provision of education ser-

vices. In 2014 investment in education was mostly for acquisition of fixed assets by municipalities and 

state universities.   

Table 3-2: Budget expenditure on education in the period 2000-2013 (thousand BGN) 

As of 31 

December 

Total ex-

penditure  

Consolidated Fiscal Pro-

gramme 

Total expenditure on educa-

tion  

Total expenditure on education as a propor-

tion of total expenditure under CFP  

2000  1 11 334 332 1 132 985 10.00% 

2001  1 12 096 565 1 192 348 9.90% 

2002  1 12 732 533 1 353 367 10.60% 

2003  1 14 068 783 1 504 681 10.70% 

2004 1 15 198 938 1 652 373 10.90% 

2005  1 16 678 483 1 814 829 10.90% 

2006  1 18 286 391 1 941 167 10.60% 

2007  2 22 103 380 2 179 214 9.90% 

2008  3 25 323 388 2 768 393 10.90% 

2009  3 25 666 913 2 837 808 11.10% 

2010  3 26 755 400 2 678 193 10.00% 

2011  3 26 866 563 2 655 266 9.90% 

2012  3 27 828 287 2 799 155 10.10% 

2013  3 30 417 935 3 087 568 10.20% 

1 – TOTAL EXPENDITURE (EXPENDITURE + TRANSFERS);2 – TOTAL EXPENDITURE (EXPENDITURE + TRANSFERS + 

TEMPORARY INTEREST-FREE LOANS); 3 – TOTAL EXPENDITURE (EXPENDITURE AND CONTRIBUTION TO THE EU BUDGET + 

TRANFERS + TEMPORARY INTEREST-FREE LOANS) 

Source: MF, Reports on the Consolidated Fiscal Programme 

At the same time, there was also an increase in the allocations for student scholarships from EU 

funds (for higher education only) and from the budget, which grew from BGN 44,023 thousand in 

2007 to BGN 119,734 thousand in 2014. The presence of a uniform standard of maintenance costs 

per student was the reason for the gradual increase in spending on wages and salaries in the entire 

analysed period 2008-2014, with a decrease in the funding for education in the period 2008-2010 dur-

ing the global economic crisis.    

 Private expenditure on education 

On average, in the period 2000-2011 private expenditure on education amounted to 0.61% of 

GDP. The lowest value was registered in 2001 (0.56% of GDP), and the highest - in 2009 (0.67% of 

GDP). As regards levels of education, private expenditure on primary and lower education (ISCED 0-

1) and basic education (ISCED 2) remained constant at 0.02% of GDP in the entire period. Expendi-

ture on secondary education 

(ISCED 3-4) fluctuated around its 

average value of 0.13% of GDP, 

and expenditure on higher educa-

tion (ISCED 5-6) averaged 0.43% 

of GDP, where the lowest value – 

0.39% of GDP – was registered in 

2001, and the highest – 0.48% of 

GDP – in 2009.   

The structure of private expenditure 

on education can be described as 

follows: most funds were allocated 

to higher education – about 71% of 

the total; this was followed by sec-

Figure 3-3: Private expenditure on education, % of GDP 

 
Source: NSI, own calculations 
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ondary education with about 22%, while primary and basic education each averaged 3.5% of the total 

private expenditure in the period.  

 Costs per child/school student/university student 

Demand for high-quality education can result in higher spending on education per 

child/university student, which needs to be weighed up against the funding needs of other sectors, as 

well as with the overall taxation redistribution under the budget. At the same time, balance also needs 

to be sought between improving the quality of education and improving the access to education, 

which is especially pertinent to higher education. Usually, expenditure per child/school student in-

creases with the level of education.  

Total public and private expenditure per child/school student in the period 2000-2011 increased grad-

ually (except for 2010 mainly because of reduced spending on education over the previous period). 

The dynamics of this indicator were on the one hand determined by a drop in school enrolment rate56, 

where numbers fell from 1.5 million at the beginning of the period to 1.3 million at the end. On the 

other, they have the impact of a significant increase in spending on education – from BGN 1.3 billion 

in 2000 to BGN 3.2 billion in 2011. After the introduction of uniform standards of financing student 

education, in 2008 expenditure rose by over BGN 700 million on a y-o-y basis while student enrol-

ment rate fell by over 26 thousand.  

As regards levels of education – annual expenditure per child in primary and lower education (ISCED 

0-1) grew from BGN 697 in 2000 to BGN 2,240 in 2011. This was mostly the result of a growth in ex-

penditure on education (from BGN 400 million in 2000 to BGN 1,075 in 2011), along with a steady 

decline in enrolment in the period 2000-2007 and a subsequent slight increase (1.9%) in 2008-2011.  

Total expenditure on basic education per student followed the dynamics exhibited by total domestic 

expenditure on education, i.e. a growth over the previous year in the entire period, except for the cri-

sis years 2010-2011, when a slight decline was registered. Expenditure grew from BGN 210 million in 

2000 to BGN 520 million in 2008, following which it fell to BGN 487 million in 2011. In the analysed 

period the number of enrolled students in basic education decreased from 366 thousand at the start to 

288 thousand in 2010.   

From the beginning of 2000 until 2009 expenditure on secondary education per student also followed 

the general tendency of growth over the previous period. Only in 2010 was there shrinkage, but it was 

quickly followed by a new increase in 2011. As in the case above, this fluctuation was the result of a 

growth in expenditure from BG 264 million in 2000 to BGN 697 million in 2008, respectively BGN 655 

million in 2011.  

Table 3-3: Total annual (public and private) expenditure per child/student by level of education, BGN 

Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

ISCED 0-1 697 790 920 1,025 1,192 1,378 1,552 1,767 2,236 2,241 2,221 2,240 

ISCED 2 574 615 751 871 991 1,172 1,326 1,561 2,161 2,177 2,113 2,095 

ISCED 3-4 789 798 932 972 1,113 1,223 1,375 1,596 2,086 2,094 2,019 2,210 

ISCED 5-6 1,772 2,064 2,295 2,421 2,471 2,605 2,846 3,049 3,830 4,000 3,230 3,469 

Total 862 947 1,098 1,196 1,341 1,506 1,701 1,934 2,515 2,578 2,374 2,478 

Source: NSI, own calculations 

Total expenditure on higher education per undergraduate/doctorate student duplicated the behaviour 

of total expenditure on education, i.e. annual growth throughout the entire period with the exception of 

2010. In the studied period the number of enrolled students in higher education increased from 247 

thousand at the beginning to 287 thousand in 2009. This was accompanied by a growth in spending 

on higher education – from BGN 438 million in 2000 to BGN 1,148 million in 2009, and a subsequent 

                                                
56 See http://www.nsi.bg/en/content/4790/pupils-and-students-level-international-standart-classification-education-isced-

2011 
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reduction to BGN 989 million in 2011, due to tight spending because of the crisis. The mentioned 

growth was also due to increased spending on R&D.  

According to the OECD Statistics Manual, expenditure on higher education also includes R&D spend-

ing.57  

In the period 2000-2011 R&D expenditure in higher education in Bulgaria was for the mostly publicly 

funded – through state funds, followed by corporations and foreign funding. In the period 2000-2006 

R&D spending started to grow gradually (except for 2002, when allocations were lower), mostly due to 

state funding. After Bulgaria’s accession into the EU in 2007, in addition to public resources, interna-

tional resources also became increasingly important for funding research in higher education. As a 

result of the crisis and the decreased amount of public allocations, R&D funding in higher education 

dropped in 2011 compared with the previous period.  

Table 3-4: Total annual expenditure on R&D in higher education, thousand BGN 

Source of funding 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Total 13,719 16,987 15,886 16,735 17,812 21,825 22,675 26,388 31,294 50,676 49,546 43,996 

Corporations 4,228 4,586 5,278 5,252 5,001 6,183 4,349 5,167 5,472 11,075 8,231 7,018 

Public sector 5,547 8,462 6,901 7,059 7,925 8,026 12,926 10,318 14,652 25,910 28,417 26,343 

Higher education 697 503 355 425 516 694 1,293 2,350 1,117 .. 1,688 292 

Non-profit organi-

sations 
204 144 98 69 92 163 263 181 180 .. 176 497 

Foreign 3,043 3,292 3,254 3,930 4,278 6,759 3,844 8,372 9,873 10,899 11,034 9,846 

".." = confidential data                      Source: NSI, Public expenditure on education per child/school student 

 Public expenditure on education per student 

Public expenditure on education per child/school student in the period grew mostly as a result 

of a growth in public allocations for education. At the same time, the number of the enrolled in public 

educational establishments fell from 1.5 million to 1.2 million. The fluctuation in expenditure was most-

ly due to demographic factors – a drop in the number of school-age children, mainly due to lower re-

production rates and migration of working-age population.  

Table 3-5: Total annual public expenditure per child/school student by level of education, BGN 

Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

ISCED 0-1 687 780 909 1,014 1,179 1,365 1,536 1,750 2,222 2,225 2,208 2,226 

ISCED 2 559 599 734 853 968 1,157 1,306 1,558 2,158 2,153 2,121 2,128 

ISCED 3-4 683 692 815 866 997 1,098 1,219 1,425 1,913 1,875 1,788 1,899 

ISCED 5-6 1,481 1,754 1,915 2,037 2,090 2,226 2,381 2,579 3,453 3,609 2,594 2,846 

Total 772 850 983 1,079 1,214 1,374 1,536 1,762 2,345 2,378 2,161 2,251 

Source: NSI, own calculations 

 Private expenditure on education per student 

Total private expenditure on education per child/school student was determined by the in-

creased number of students, as well as by the higher size of intrahousehold resource allocation for 

education in the period.  

Table 3-6: Total annual private expenditure per child/school student by level of education, BGN 

Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

ISCED 0-1 4,373 1,202 1,113 1,113 1,004 859 811 720 566 533 548 540 

ISCED 2 6,320 6,664 7,544 9,378 9,474 2,010 2,151 1,535 2,161 3,092 1,626 1,241 

ISCED 3-4 7,998 1,167 1,165 1,082 1,168 790 894 890 909 1,129 1,176 1,199 

                                                
57  http://www.tubitak.gov.tr/tubitak_content_files/BTYPD/kilavuzlar/Frascati.pdf 

http://www.tubitak.gov.tr/tubitak_content_files/BTYPD/kilavuzlar/Frascati.pdf
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Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

ISCED 5-6 4,055 1,392 1,514 1,379 1,293 1,337 1,468 1,494 1,541 1,555 1,724 2,281 

Total 4,673 3,294 3,716 3,720 3,524 2,989 3,329 3,262 3,575 3,906 3,920 3,941 

Source: NSI, own calculations 

 Annual expenditure per student in educational institutions and GDP per capita 

As access to education in the lower levels is universal (and usually compulsory), the relation-

ship between expenditure per student in lower-level educational institutions and GDP per capita can 

be considered in terms of expenditure on school-age population versus ability of the public and pri-

vate sector to pay for this education. In the higher levels this relationship is more difficult to interpret in 

view of the wide variety in university acceptance rates. In higher education, for example, expenditure 

in EU countries can be relatively high if a substantial amount of the national wealth is allocated to ed-

ucating a relatively small number of students.  

The higher the level of education, the bigger the expenditure expressed as GDP per capita in EU-28 

and Bulgaria. Expenditure on primary education (ISCED 1) in the period 2001-2011 totalled 20.6 of 

GDP per capita in EU-28 and 18.2 in Bulgaria accordingly. In secondary education (ISCED 2-4) the 

numbers rose to 19.3 and 26.3 of GDP per capita in Bulgaria and EU-28 respectively. 

In higher education there was a significant increase in allocations for education spending per student 

– equivalent to 37.3 of GDP per capita. On average expenditure in EU-28 and Bulgaria in the period 

2001-2011 was even higher – the average expenditure on education per student compared to GDP 

per capita was 45. This was the only level in which expenditure in Bulgaria was higher than the EU 

average, considering that the students enrolled in this level of education accounted for just 18.5% of 

students in all levels.  

Changes in the budget for educational institutions to a considerable extent reflect changes in the size 

of school-age population and teachers’ salaries. There was a term-real increase in the latter as 

teachers’ salaries, which constitute the major part of expenditure on education, rose in most countries 

in the past decade. The size of school-age population affects enrolment rates and the size of re-

sources invested by a country in its education system. The larger the population is, the higher the 

potential demand for education services is. There may be differences in expenditure per student 

across different levels of education in a country over time, and at the same time enrolment rates and 

expenditure may show different behaviours in different levels of education.  

3.2.2 Employers’ expenditure on personnel training 

Data from the NSI periodic sample structural labour cost survey show that in 2004 a total of 

0.33% of companies’ expenditure based on NACE 2003 classification was allocated to staff training. 

These costs exceeded the country average in financial intermediation, real estate activities, wholesale 

and retail trade and transport, electricity and gas supply, and mining and quarrying; and were below it 

in manufacturing, public administration and defence, health and social work, construction, education 

and other service activities, and hotels and restaurants.  

In 2008 companies in the public and private sector spent on average 0.17% of their total labour costs 

on staff training. The value was above the average in financial and insurance activities, electricity 

supply, professional activities, transportation and storage, mining and quarrying, information and 

communication, and water supply; and below it in public administration and defence, manufacturing, 

real estate activities, wholesale and retail trade and others.  

In 2012 companies reduced costs for staff training to 0.13% of their total costs. In financial and insur-

ance activities, information and communication, mining and quarrying, energy supply, professional 

activities and transportation and storage expenditure on staff training continued to be above the coun-

try’s average. On the other end of the scale were education, public administration and defence, manu-

facturing, wholesale and retail trade and others, where expenditure was below the average value. In 

the period 2008-2012 the amount of labour costs spent on staff training dropped in all sectors except 
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in construction and wholesale and retail trade, where rates remained constant, and in financial and 

insurance activities, where they rose.   

Table 3-7: Employers’ expenditure on training of staff engaged under labour and service terms in  

2004-2012 by economic activity  

NACE 2003 % 

Economic activity 2004 

Total 0.33 

Mining and quarrying  0.36 

Manufacturing 0.25 

Electricity, gas and water supply 0.46 

Construction 0.07 

Wholesale and retail trade; repair of motor vehicles, motorcycles and personal and household 

goods 
0.59 

Hotels and restaurants 0.04 

Transport, storage and communication  0.59 

Financial intermediation 0.98 

Real estate, renting and business activities  0.67 

Public administration and defence; compulsory social security 0.22 

Education 0.05 

Health and social work 0.09 

Other community, social and personal service activities  0.05 

 

NACE 2008 % 

Economic activity  2008 2012 

Total 0.17 0.13 

Mining and quarrying 0.3 0.25 

Manufacturing 0.13 0.09 

Electricity, gas, steam and air conditioning supply 0.47 0.24 

Water supply, sewerage, waste management and remediation 0.21 0.07 

Construction 0.02 0.02 

Wholesale and retail trade; repair of motor vehicles and motorcycles 0.08 0.08 

Transportation and storage 0.35 0.17 

Accommodation and food service activities  0.01 0 

Information and communication  0.3 0.27 

Financial and insurance activities  0.5 0.6 

Real estate activities 0.1 0.01 

Professional, scientific and technical activities  0.42 0.13 

Administrative and support service activities  0.09 0.02 

Public administration and defence 0.16 0.1 

Education 0.05 0.12 

Human health and social work activities  0.02 0.01 

Arts, entertainment and recreation 0 0.01 

Other service activities  0.01 0 

Source: NSI 

 Employers’ expenditure on continuing staff training in Bulgaria and in EU-28 

According to Eurostat’s sample survey, conducted in 2005 and 2010, total expenditure on con-

tinuing training per employee receiving training in EU-28 remained relatively constant at about 1,360 

PPP, while in Bulgaria it dropped to 425 PPP units. Thus, the country retained the fourth lowest rank 

in terms of expenditure on continuing staff training in the EU. Direct training costs per employee re-
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ceiving training in Bulgaria decreased more than in other EU states, which is an indication that in 

times of crisis, as a first measure, Bulgarian employers tend to cut down on training costs.  

In the period 2005-2010 companies in Bulgaria and in EU-28 retained their spending rates on staff 

training unchanged, at 1.6% of total labour costs in EU-28 and 1.1% - in Bulgaria respectively. 

Employer-funded adult training was primarily focused on non-formal training, such as on-the-job train-

ing, ICT training, foreign language training etc.  

In 2007 job-related non-formal training across different economic activities in Bulgaria remained below 

the respective EU-28 average rates except in foreign languages and services. In all other areas Bul-

garia ranked 25th or lower among member states. In services the proportion of participants in job-

related non-formal training (61.1%) significantly exceeded the EU-28 average (15.1%), placing Bul-

garia first in the category.  

In 2011 the same Eurostat survey showed Bulgaria to be falling behind in foreign language training, 

where the participation rate equalled the EU-28 average. The country retained its leading position in 

non-formal education in services with a 64.4% participation rate. In all other areas it was among the 

lowest ranking member states for which data was available.  

3.2.3 Training expenditure under EU Operational Programmes in the first pro-

gramming period 

Funding for various labour market policies can be secured from both the state budget and the 

Structural Funds of the EU. In the programming period 2007-2013 these were: European Regional 

Development Fund, Cohesion Fund, and European Social Fund. One of the basic tools for achieving 

the objectives set out by the EU, as well as by each of its member states are the Operational Pro-

grammes financed through the Structural Funds of the EU.   

EU programmes are used to improve the qualifications and skills of the labour force so as to help min-

imise the gaps between the supply and demand of knowledge and skills in the labour market and to 

create employment. The strategic objective of the OP HRD is to “improve the quality of life of people 

in Bulgaria through enhancement of the human capital, achievement of high employment levels, im-

provement of the productivity, access to high-quality education and lifelong learning and strengthen-

ing the social inclusion.”58 This objective is to be achieved by: “increasing the labour supply and the 

quality of the workforce; more intensive investment in the human capital through better and more ac-

cessible education; more social capital, partnerships and networks and development of the social 

economy.”59 SCF funding aimed at human capital development is spent on real sector development 

under the OP HRD and on improving the knowledge, skills and qualifications of the public administra-

tion and the judiciary under the OPAC and the OP TA. In addition to these, other programmes similar-

ly envisage and spend resources on training, which, albeit to a lesser degree, also contribute to im-

proving knowledge and skills levels in the economy.  

As part of the present analysis a comprehensive study of investment in human capital funded with 

European and other foreign resources was carried out, the necessary data for which were secured 

from the Unified Management Information System for the EU Structural Instruments in Bulgaria 

(UMIS)60. The study further considered all projects whose implementation involved delivery of one or 

more vocational training courses for development of trainees’ key competences. An in-depth review 

and processing of all relevant information from all project reports published in UMIS was undertak-

                                                
58   http://ophrd.government.bg/ Operational Programme “Human Resources Development” 2007-2013 (CCI: 

2007BG051PO001) 

59  Ibid. 

60  UMIS has two modules – public and personalised, where the latter is only available to public administration staff 

specialising in operational programme management. The data used in this study are from the public module of UMIS.   

http://ophrd.government.bg/


69 

en61. Account was taken of project budgets, as well as number of staff trained, duration of training in 

hours and days, and training costs62.63 The information below is applicable to all projects whose im-

plementation involved delivery of one or more vocational training courses for development of key 

competences64.  

In the first programming period investment in vocational training for key competences development 

under the other Operational Programmes (excluding the OP HRD) amounted to approximately BGN 

8.3 billion. Expenditure tended to rise significantly in the latter part of the period (2012-2014).  

The data below can be used to identify key operational programmes, other than the OP HRD, having 

significant contribution to the implementation of training activities in the economy. The programme 

with the largest contribution was OP Administrative Capacity, with approximately 39% of training 

funds spent under OPAC projects. The next most significant programme was OP Regional Develop-

ment - with 24%, followed by OP Competitiveness - with 16%.  

Table 3-8: Training investment under six OPs in the period 2007–2014, BGN 

 Transport Environment  
Administrative 

Capacity 

Technical Assis-

tance  

Regional Devel-

opment  
Competitiveness  

2007 0 0 0 1,022 0 0 

2008 0 3,214 81,548 0 0 0 

2009 666 215 850,869 7,218 14,377 30,202 

2010 0 62 295,181 61,805 120,576 95,040 

2011 794 4,494 145,174 70,284 8,100 151,375 

2012 117,535 750,018 123,863 30,807 141,287 183,529 

2013 5,049 1,988 777,296 59,948 691,243 543,542 

2014 47,933 505,747 976,068 305 1,041,092 326,057 

NB: The data used are from the public module of UMIS but information is not available for all projects included in the analysis. Therefore, 

expert judgment was applied to estimate aggregate data on vocational training expenditure. Inaccuracies and discrepancies with officially 

published data on total training delivery, incl. other than vocational training, are not impossible.  

Source: UMIS, own calculations 

The focus of the Operational Programmes Competitiveness65, Regional Development66, Environ-

ment67 and Transport68 is different as they do ton directly target human resources development, com-

                                                
61  Indicators relating to policy implementation funded under the OP HRD are also based on official Eurostat publications 

about active policy implementation in the EU. 

62  Of particular relevance to the present analysis is the indicator “funds directly invested in training carried out as a 

separate project activity”. Such activities can include delivery of specialised training and seminars directly related to 

vocational skills improvement, ongoing career development and increasing opportunities for successful employment. To 

calculate the value of the above indicator for projects including training for which no public information on costs is 

available, an estimate of the proportion of these costs based on reports on the interim evaluation of the OP was applied.  

63  It should be noted that such information is not always available for all projects in UMIS. 

64  Training not directly related to key competences or vocational skills development was omitted from the analysis. 

65  The projects for which data on training delivery are available are mostly under the Priority Axis “Increasing efficiency of 

enterprises and promoting supporting business environment”. According to the data, in the period 2007-2014 under this 

axis a total of BGN 1.097 thousand were spent on training. Spending under the axes “Development of a knowledge-

based economy and innovation activities” and “Strengthening the international market positions of Bulgarian economy” 

amounted to BGN 232 thousand. Thus, the total training investment under the OP in the period 2007-2014 was BGN 

1,329.7 thousand. 

66  Under the OP Regional Development training was delivered mostly on projects under the priority axes “Local 

development and co-operation” and “Sustainable tourism development”. Under the former in the period 2007-2014 a 

total of BGN 134.4 thousand were spend, and under the latter – BGN 1,573.7 thousand. Under the priority axes 

“Sustainable and integrated urban development” and “Technical assistance” investment in training amounted to BGN 

308.5 thousand. Thus, the total training investment under the OP Regional Development in the period 2007-2014 was 

BGN 2,016.6 thousand. 

67  Under the OP Environment projects including training were mostly implemented under the priority axis “Technical 

assistance”, with a total of BGN 21.3 thousand invested in training in the period 2007-2014. Under the axes 

“Improvement and development of water and wastewater infrastructure in settlements of over 2,000 PE and in settle-
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petences improvement, lifelong learning promotion or other similar activities. In spite of this, the data 

clearly show that the above Operational Programmes also contributed to the development of human 

capital in the period.  

Below we consider three major Operational Programmes in terms of investment in human capital, 

mostly through training. These are programmes: Human Resources Development, Administrative 

Capacity and Technical Assistance.  

 OP “Human Resources Development” (OP HRD) 

According to UMIS, in the period 2007–2014 the total number of persons trained or having 

participated in training under OP HRD projects was 42,02469. The total amount of the grant funding 

(GF) planned for these projects was BGN 76,952.5 thousand. The total value of the projects approved 

in the analysed period was BGN 42,728.6 thousand.  

Based on number of persons trained or having participated in training under the different sub-priorities 

in the period, spending was as follows: 

Under the sub-priority “Promotion of economic activity and development of inclusive labour market”, 

the second largest by size of planned resources in the period, in 2009-2014 a total of 11.72 thousand 

persons were trained or participated in training. As of today a total of BGN 5,533.7 thousand has been 

awarded as grants and the amount of national resources spent is BGN 694.3 thousand. 

As part of projects under the sub-priority “Raising the productivity and adaptability of the employed 

persons” in the period 2008-2014 a total of 16.65 thousand persons were trained. The total grant 

funding planned for the entire period is BGN 8,024.2 thousand and the total awarded under this priori-

ty during the period - BGN 7,492.9 thousand, of which BGN 1,114.1 was national contribution.  

Under the sub-priority “Improving the quality of education and training in correspondence with the 

labour market needs for building a knowledge-based economy” in the period 2008-2014 a total of 0.13 

thousand persons received training according to UMIS. The total grant funding planned under this 

sub-priority is BGN 276.1 thousand, of which BGN 233.5 thousand have been spent, including BGN 

35 thousand as national contribution. 

Table 3-9: Participants in OP HRD - funded training by sub-priority/priority axis, Grant funding, 2007–2014,  

thousand BGN 

Number of 

persons 

trained/ par-

ticipants  

Total 

planned 

GF  

2007 2008 2009 2010 2011 2012 2013 2014 
Total 

awarded 

Promotion of economic activity and development of inclusive labour market 

11,718 22,652.8 0.0 0.0 1,189.7 3,295.8 -195.6 377.7 665.0 201.1 5,533.7 

Integration of vulnerable groups on the labour market 

11,716 22,634.3 0.0 0.0 1,189.7 3,295.8 -195.6 377.7 665.0 197.4 5,530.0 

Employment through development of entrepreneurship  

2 18 0 0 0 0 0 0 0 4 3.7 

Raising the productivity and adaptability of the employed persons  

16,651 8,024.2 0 843 2,384 3,033 998 -8 13 231 7,492.9 

Improving the adaptability of employed persons  

16,439 7,890 0 843 2,384 3,033 998 -8 13 204 7,466.0 

                                                                                                                                                                
ments of under 2,000 PE within urban agglomeration areas” and “Preservation and restoration of biodiversity” spending 

amounted to BGN 1,244.3 thousand. Thus, the total training investment under the OP Environment in the period 2007-

2014 was BGN 1,265.7 thousand. 

68  This OP funded training under just one priority axis – Technical assistance. The total cost of training under the OP 

Transport in the period 2007-2014 was BGN 171.9 thousand. 

69  Data refer only to projects for which UMIS quotes number of people trained or having participated in training.  
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Number of 

persons 

trained/ par-

ticipants  

Total 

planned 

GF  

2007 2008 2009 2010 2011 2012 2013 2014 
Total 

awarded 

Improving the quality of education and training in correspondence with the labour market needs for building a knowledge-based economy  

130 276.1 0.0 22.7 75.6 0.0 0.0 0.0 35.6 99.6 233.5 

Improving the quality of services in education and training 

30 177.8 0.0 0.0 0.0 0.0 0.0 0.0 35.6 99.6 135.2 

Strengthening the ties between educational and training institutions, R&D sector and business  

100 98.3 0.0 22.7 75.6 0.0 0.0 0.0 0.0 0.0 98.3 

Improving the access to education and training  

3,220 1,209.8 0.0 80.0 212.3 384.0 162.3 236.0 100.3 -1.8 1,173.0 

Access to education and training for disadvantaged groups  

523 721.5 0.0 54.0 143.9 80.4 75.3 236.0 100.3 -1.8 688.1 

Children and youth in education and society  

2,697 488.3 0.0 25.9 68.4 303.6 87.0 0.0 0.0 0.0 484.9 

Social inclusion and promotion of social economy  

9,055 23,825.1 28.0 403.4 1,559.2 2,191.0 1,457.5 1,640.9 4,698.1 4,108.6 16,086.6 

Support to the social economy  

2,146 8,875.3 0.0 0.0 0.0 276.2 399.6 1,141.9 4,698.1 4,108.6 10,624.5 

Social services for prevention of social exclusion and overcoming its consequences  

6,909 14,949.9 28.0 403.4 1,559.2 1,914.7 1,057.8 499.0 0.0 0.0 5,462.2 

Improving the effectiveness of labour market institutions and of social and healthcare services  

1,250 20,964.5 0.0 0.0 0.0 0.0 616.1 1,952.1 4,210.6 5,430.1 12,208.9 

Development and modernisation of the labour market system  

250 14,200.0 0.0 0.0 0.0 0.0 616.1 1,952.1 3,710.6 3,773.3 10,052.1 

Strengthening the capacity of institutions for social inclusion and for provision of health services  

1,000 6,764.5 0.0 0.0 0.0 0.0 0.0 0.0 500.0 1,656.8 2,156.8 

Total 

42,024 76,952.5 28.0 1,348.7 5,420.8 8,903.3 3,038.1 4,198.6 9,722.7 10,068.4 42,728.6 

Source: UMIS, own calculations 

As part of projects under the sub-priority “Improving the access to education and training” a total of 

3.22 thousand persons were trained. In the period 2008-2014 GF spending amounted to BGN 1,173 

thousand, of which BGN 150.5 was co-financing.  

Under the priority “Social inclusion and promotion of social economy” in the period 2007-2014 a total 

of 9.055 thousand persons received training according to UMIS. Training costs totalled BGN 16,086.6 

thousand (GF), including BGN 4,189.3 budget funding.   

Under the sub-priority “Improving the effectiveness of labour market institutions and of social and 

healthcare services” a total of 1.25 thousand persons participated in training. Training costs totalled 

BGN 12,208.9 thousand (GF) and the national contribution was BGN 1,847.3 thousand. 

Table 3-10: Participants in OP HRD - funded training, national funding, 2007–2014, thousand BGN 

Number of 

persons 

trained/ partic-

ipants  

Total 

planned 

GF  

2007 2008 2009 2010 2011 2012 2013 2014 
Total 

awarded 

Promotion of economic activity and development of inclusive labour market 

11,718 2,856.8 0.0 0.0 178.5 494.4 -29.3 56.7 99.8 -105.6 694.3 

Integration of vulnerable groups on the labour market 

11,716 2,854.0 0.0 0.0 178.5 494.4 -29.3 56.7 99.8 -106.2 693.7 

Employment through development of entrepreneurship 
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Number of 

persons 

trained/ partic-

ipants  

Total 

planned 

GF  

2007 2008 2009 2010 2011 2012 2013 2014 
Total 

awarded 

2 2.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.6 0.6 

Raising the productivity and adaptability of the employed persons 

16,651 1,187.5 0.0 126.4 357.7 444.9 149.7 -1.2 2.0 34.6 1,114.1 

Improving the adaptability of employed persons 

16,439 1,183.5 0.0 126.4 357.7 444.9 149.7 -1.2 2.0 30.6 1,110.0 

Improving the quality of education and training in correspondence with the labour market needs for building a knowledge-

based economy 

130 41.4 0.0 3.4 11.3 0.0 5.3 14.9 0.0 0.0 35.0 

Improving the quality of services in education and training 

30 26.7 0.0 0.0 0.0 0.0 5.3 14.9 0.0 0.0 20.3 

Strengthening the ties between educational and training institutions, R&D sector and business 

100 14.7 0.0 3.4 11.3 0.0 0.0 0.0 0.0 0.0 14.7 

Improving the access to education and training 

3,220 181.5 0.0 14.4 27.7 33.9 24.3 35.4 15.0 -0.3 150.5 

Access to education and training for disadvantaged groups 

523 108.2 0.0 10.5 21.6 12.1 11.3 35.4 15.0 -0.3 105.6 

Children and youth in education and society 

2,697 73.2 0.0 3.9 6.1 21.9 13.1 0.0 0.0 0.0 44.9 

Social inclusion and promotion of social economy 

9,055 4,444.8 0.0 72.8 1,899.4 377.3 283.6 246.1 706.7 603.3 4,189.3 

Support to the social economy 

2,146 1,772.9 0.0 0.0 0.0 84.2 119.3 171.3 706.7 604.6 1,686.1 

Social services for prevention of social exclusion and overcoming its consequences 

6,909 2,671.9 0.0 72.8 1,899.4 293.1 164.3 74.8 0.0 -1.3 2,503.2 

Improving the effectiveness of labour market institutions and of social and healthcare services 

1,250 3,144.7 0.0 0.0 0.0 0.0 92.4 292.8 631.6 830.5 1,847.3 

Development and modernisation of the labour market system 

250 2,130.0 0.0 0.0 0.0 0.0 92.4 292.8 556.6 582.0 1,523.8 

Strengthening the capacity of institutions for social inclusion and for provision of health services 

1,000 1,014.7 0.0 0.0 0.0 0.0 0.0 0.0 75.0 248.5 323.5 

Total 

42,024 11,856.6 0.0 217.0 2,474.6 1,350.6 526.1 644.7 1,455.1 1,362.5 8,030.5 

Source: UMIS, own calculations 

Available UMIS data show that on average 70.8% of the funding planned for projects by sub-

priority/priority axis (the form of GF) were spent in the period 2007-2014 as there is data available for 

the number of persons trained or having participated in training. As regards unspent funding, it is pos-

sible that it too will be spent during the programming period of the OP HRD. 

 European funding for training in the public administration  

 OP “Administrative Capacity” (OPAC)  

Some of the specific goals of the OPAC for the programming period 2007–2013 were: improv-

ing human resources management and enhancing the qualification of employees in the state admin-

istration, judiciary and civil society structures, as well as provision of modern service delivery by the 

administration and the judiciary70. In general, the data is available on projects under the priority axes 

                                                
70  http://www.opac.government.bg/bg/about_opac/programme 



73 

“Human resources management” and “Quality administrative service delivery and e-governance de-

velopment“. The programme helped to improve the skills and qualifications of the local and central 

administration and the judiciary. In the period 2008–2014 the number of persons having improved 

their qualifications was 4.75671 thousand. To this end a total of BGN 3 761 thousand (GF) were spent, 

of which BGN 565 thousand were national funds. On average, the programme implementation rate in 

the period 2008–2014 was 95.1%.  

Based on number of persons trained or having participated in training spending by sub-priority/priority 

axis was as follows:  

Under the priority “Human resources management” a total of 4.696 thousand persons received reining 

in the period 2008–2014. The GF spent to this end amounted to BGN 3,316.5 thousand, of which 

BGN 497.5 thousand were national contribution. Among the different priority axes most persons were 

trained under the PA “Competent and effective state administration” – 3.754 thousand. Accordingly, 

this was the priority with the highest spending rate – BGN 2,110.5 thousand (GF). 

Table 3-11: Participants in OPAC-funded training by sub-priority/priority axis, grant funding, 2007–2014,  

thousand BGN  

Number of 

persons 

trained/ 

participants  

GF – 

thou-

sand 

BGN  

2007 2008 2009 2010 2011 2012 2013 2014 Total 

Human resources management  

4,696 3,316.5 0.0 37.1 426.7 597.6 35.6 108.9 281.5 1,646.2 3,133.7 

Competent and effective state administration  

3,754 2,110.5 0.0 0.0 0.0 0.0 0.0 0.0 281.5 1,646.2 1,927.7 

Strengthening the capacity of the civil society structures  

270 177.7 0.0 37.1 110.2 0.0 30.4 0.0 0.0 0.0 177.7 

Competent judicial system and effective human resource management  

672 1028.3 0.0 0.0 316.5 597.6 5.2 108.9 0.0 0.0 1,028.2 

Quality administrative service delivery and e-governance development  

60 444.3 0.0 0.0 117.5 168.1 170.7 -12.0 0.0 0.0 444.3 

Improvement of the service delivery to the citizens and the business, including through e-governance development 

60 444.3 0.0 0.0 117.5 168.1 170.7 -12.0 0.0 0.0 444.3 

Total 

4,756 3,760.8 0.0 37.1 544.3 765.8 206.3 96.9 281.5 1,646.2 3,578.0 

Source: UMIS, own calculations 

Under the second axis of the priority “Human resources management” aimed at improving the skills of 

the administration and the judiciary – Competent judicial system and effective human resource man-

agement – in the period 2009-2014 a total of 0.672 thousand persons were trained. The GF spent for 

the purpose amounted to BGN 1,028.2 thousand and the national contribution – to BGN 154.2 thou-

sand. Under the third axis – Strengthening the capacity of the civil society structures – 0.27 thousand 

persons were trained at the cost of BGN 177.7 thousand (GF), of which BGN 26.7 thousand were na-

tional funding.    

As regards the other priority contributing funding for administrative capacity improvement – Quality 

administrative service delivery and e-governance development – in the period 2009-2014 training was 

delivered to a total of 0.06 thousand persons at the cost of BGN 444.3 thousand (GF). 

The data indicate a 95.1% achievement of projects under the sub-priorities/priority axes. This funding 

was disbursed and spent on training in the first programming period.  

                                                
71  Data refer only to projects for which UMIS quotes number of people trained or having participated in training. 



74 

 Operational Programme “Technical Asistance” (OPTA) 

The main goal of the OP TA is to “ensure the functioning of a reliable Unified Management In-

formaiton System and to provide appropriate information, communication and publicity to the general 

public about the Bulgarian National Strategic Reference Framework (NSRF) and the European Cohe-

sion Policy and its objectives”. The main beneficiaries of the programme are units directly involved in 

the spending of EU funding. In addition, the OP TA provides financial support to programme manag-

ing authorities, local authorities and the public, which is granted immediate access to information con-

tained in UMIS. 

Table 3-12: Participants in OP TA-funded training by sub-priority/priority axis, grant funding, 2007–2014,  

thousand BGN  

Number of 

persons 

trained/ 

participants  

Total 

planned 

GF  

2007 2008 2009 2010 2011 2012 2013 2014 
Total 

awarded 

Support to the implementation of the activities performed by Central Coordination Unit, Certifying Authority, Audit Authority, 

OP TA Monitoring Committee and NSRF Monitoring Committee  

3,470 4,874.2 0.0 0.0 297.3 577.1 1,189.2 597.7 393.5 882.2 3,937.0 

Technical assistance for the Central Coordination Unit  

49 557.8 0.0 0.0 0.0 0.0 127.1 6.7 298.6 40.7 473.0 

Support to municipalities for development, management and implementation of SCF-funded projects  

621 2,575.8 0.0 0.0 294.8 36.9 153.0 135.9 261.4 841.6 1,723.4 

Technical assistance for the Certifying Authority  

2,800 1,740.5 0.0 0.0 2.5 540.2 909.1 455.1 -166.5 0.0 1,740.5 

Further development and support to the functioning of the Unified Management Information System  

2,340 414.7 0.0 0.0 78.8 61.7 93.9 46.7 -0.6 32.3 312.8 

Continuous support and training of UMIS users  

2,340 414.7 0.0 0.0 78.8 61.7 93.9 46.7 -0.6 32.3 312.8 

Promotion of the European Cohesion Policy in Bulgaria and ensuring the provision of general and statistical information  

130 540.0 0.0 0.0 0.0 0.0 80.0 79.5 160.4 71.3 391.1 

Functioning of a national network of district info points on the Cohesion Policy in Bulgaria  

130 540.0 0.0 0.0 0.0 0.0 80.0 79.5 160.4 71.3 391.1 

Total 

5,940 5,828.8 0.0 0.0 376.1 638.8 1,363.0 723.9 553.3 985.8 4,640.8 

Source: UMIS, own calculations 

In the period 2009-2014 the programme contributed financial resources to train 5.94 thousand per-

sons72, for which a total of BGN 4,640.8 thousand (GF) were spent; the national contribution amount-

ed to BGN 697.3 thousand. Under the priority “Support to the implementation of the activities per-

formed by Central Coordination Unit, Certifying Authority, Audit Authority, OP TA Monitoring Commit-

tee and NSRF Monitoring Committee” a total of 3.47 thousand persons were trained at the cost of 

BGN 3,937 thousand (GF). Spending under each of the priorities “Technical assistance for the Certify-

ing Authority” and “Support to municipalities for development, management and implementation of 

SCF-funded projects” was almost identical and it contributed towards all the training under this sub-

priority. Furthermore, BGN 473 thousand (GF) were spent on training 49 persons under the priority 

axis “Technical assistance for the Central Coordination Unit”.  

Under the priority “Promotion of the European Cohesion Policy in Bulgaria and ensuring the provision 

of general and statistical information”, priority axis “Functioning of a national network of district info 

points on the Cohesion Policy in Bulgaria” a total of BGN 391.1 thousand (GF), with national contribu-

tion to the amount of BGN 58.7 thousand, were spent on training 0.13 thousand persons. 

                                                
72  Data refer only to projects for which UMIS quotes number of people trained or having participated in training. 
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Under the second priority “Further development and support to the functioning of the Unified Man-

agement Information System”, priority axis “Continuous support and training of UMIS users” a total of 

BGN 312.8 thousand (GF), with national contribution to the amount of BGN 46.9 thousand, were 

spent on improvement and promotion of UMIS by training 2.34 thousand persons. 

UMIS data show that in the period 2009-2014 the spending under the OP TA equalled on average 

76.2% of the planned funding. As regards unspent funding, it is possible that it too will be spent by the 

end of the period. 

Table 3-13: Participants in OP TA-funded training by sub-priority/priority axis, national funding, 2007–2014,  

thousand BGN 

Number of 

persons 

trained/ 

participants  

Total 

planned 

GF  

2007 2008 2009 2010 2011 2012 2013 2014 
Total 

awarded 

Support to the implementation of the activities performed by Central Coordination Unit, Certifying Authority, Audit Authority, 

OP TA Monitoring Committee and NSRF Monitoring Committee 

3,470 731.1 0.0 0.0 44.7 86.6 178.4 89.7 60.0 132.3 591.7 

Technical assistance for the Central Coordination Unit  

49 83.7 0.0 0.0 0.0 0.0 19.1 1.0 44.8 6.1 70.9 

Support to municipalities for development, management and implementation of SCF-funded projects 

621 386.4 0.0 0.0 44.4 5.5 22.9 20.4 40.2 126.2 259.7 

Technical assistance for the Certifying Authority  

2,800 261.1 0.0 0.0 0.4 81.0 136.4 68.3 -25.0 0.0 261.1 

Further development and support to the functioning of the Unified Management Information System 

2,340 62.2 0.0 0.0 11.8 9.2 14.1 7.0 -0.1 4.8 46.9 

Continuous support and training of UMIS users 

2,340 62.2 0.0 0.0 11.8 9.2 14.1 7.0 -0.1 4.8 46.9 

Promotion of the European Cohesion Policy in Bulgaria and ensuring the provision of general and statistical information 

130 81.0 0.0 0.0 0.0 0.0 12.0 11.9 24.1 10.7 58.7 

Functioning of a national network of district info points on the Cohesion Policy in Bulgaria 

130 81.0 0.0 0.0 0.0 0.0 12.0 11.9 24.1 10.7 58.7 

Total 

5,940 874.3 0.0 0.0 56.6 95.8 204.5 108.6 84.0 147.9 697.3 

Source: UMIS, own calculations 

3.3 Review of programmes, projects and incentive measures  

financed by the state budget  

3.3.1 Labour market policies in the period 2000-2002 

This section is based on data from records on active labour market policies prepared by the 

Employment Agency (formerly the National Employment Service). For each year in the period 2000-

2014 the records include data on newly included persons, employed persons and spending. The data 

concerning new inclusions and their vulnerable group structure are scattered. Therefore, in most cas-

es generating continuous time series for individual interventions is quite difficult, with the exception of 

total spending and total employment.  

The need to consider the years 2000-2002 separately from the main period (2003-2014) arises be-

cause in 2000 and 2001 labour market measures were implemented and reported under the former 

Protection against Unemployment and Employment Promotion Act, which was revoked in August 

2003. The last year (2002) was a point of transition as it show the launch of certain programmes and 

measures under the new act, whose implementation would continue in the years to follow. At the 

same time, however, in 2002 interventions were implemented in accordance with certain articles of 

the new act that were cancelled together with the old one. Furthermore, reporting was still mostly fo-
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cused on target groups and actions, making it impossible to classify data by data field, which is the 

leading principle of data classification in the analysis of the labour market in the period 2003-2014.   

Spending on active labour market policies grew steadily in the period 2000-2002, and the trend per-

sisted all the way until 2004, which was the year with the highest spending rate in terms of measures 

and programmes for the unemployed. In 2000 expenditure on active labour market policies totalled 

BGN 44.3 million from the Professional Qualification and Unemployment Benefits Fund and BGN 17.9 

million from other sources (also budget funds used for payment of benefits in accordance with various 

Council of Ministers decrees, as well as for financing targeted programmes). The bulk of spending in 

2000 and 2001 was on cash benefits and unemployment benefits (passive measures), and this to a 

large extent determined the annual active and passive labour market policy budget of the govern-

ment. The underlying reason for this was mostly the high unemployment rate in those years, as well 

as the large number of persons entitled to unemployment benefits.  

Table 3-14: Expenditure on LMPs and structure  

 Expenditure, thousand BGN  Structure Structure 

2000 2001 2002 2000 2001 2002 2000 2001 2002 

A. Expenditure on passive measures  230,938 224,738           

1. Unemployment benefits  164,564 156,158   71.3% 69%       

2. Cash benefits for long-term unemployed  7,266 10,729   3.1% 4.8%       

3. Other passive measures  59,108 57,851   25.6% 25.7%         

B. Expenditure on active measures  44,288 70,999 83,544         

1. Training courses (without inclusion in pro-

grammes and measures) 

439 582 2,524 1.0% 0.8% 3.0% 2.4% 1.4% 4.6% 

2. Programmes and measures for young people  1,132 2,074 17,668 2.6% 2.9% 21.1% 6.1% 5.1% 32.2% 

3. Programmes and measures for persons with 

permanent disabilities  

71 212 327 0.2% 0.3% 0.4% 0.4% 0.5% 0.6% 

4. Employment programmes in accordance with 

Articles 53, 56, 78 and 79 

14,172 35,222 28,283 32.0% 49.6% 33.9% 76.0% 86.4% 51.6% 

5. Stimulation of employers  1,021 1,759 5,870 2.3% 2.5% 7.0% 5.5% 4.3% 10.7% 

6. Promotion of territorial mobility 96 110 43 0.2% 0.2% 0.1% 0.5% 0.3% 0.1% 

7. Economic activity for unemployed  1,713 820 5 3.9% 1.2% 0.0% 9.2% 2.0% 0.0% 

8. Measures and programmes for other vulnera-

ble groups  

  99   0.1%   0.1% 

10. Other expenditure 25,645 30,220 28,724 57.9% 42.6% 34.4%     

В. Expenditure financed from other sources  17,921 1,114               

1.Benefits in accordance with CMD 100/98 and 

CMD 141/2000 

9,669 1,010   14.4% 6.9%       

2. Benefits in accordance with CMD 74/97 56 103   0.1% 0.7%       

3. Funding for other programmes  6 0   0.0% 0.0%       

4. Target funding in accordance with CMD 

206/2000 

8,190 0   12.2% 0.0%         

Source: EA, own calculations 

The number of persons having participated in passive labour market measures (as beneficiaries of 

compensations and unemployment benefits) was 203,494 in 2000 and 184,854 in 2001. The majority 

were entitled to unemployment benefits (185,580 in 2000 and 161,864 in 2001). This coincided with 

the peak of the privatisation process in Bulgaria, due to which the number of the unemployed in the 

country, including those with benefits entitlement, grew considerably. The beneficiaries of long-term 

unemployment benefits in 2000 numbered 17,524 and in 2001 – 22,501 respectively. A very small 

percentage of the persons included in passive measures (about 0.2%) received supplements to the 

salary when starting part-time work before the expiry of their entitlement to unemployment benefits. 

Even in this case their pay was still lower than the minimum wage (the supplement equalled 50% of 

the due unemployment compensation).  
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The number of persons having participated in active labour market measures grew steadily in the pe-

riod 2000-2002. In 2000 they numbered 140,701 and in 2002 – 252,737. The majority were persons 

who had secured a job in the primary labour market with the help of a labour office (77.2% of partici-

pants in active measures in 2000 and 40.9% in 2002). However, in absolute terms, their numbers 

remained almost unchanged in the entire period (between 100 and 110 thousand per year). The main 

underlying factor for the rise in the number of participants in active labour market measures was the 

increase in number, variety and scope of employment promotion and vocational training measures 

and programmes for unemployed.  

Table 3-15: Number of persons included in LMPs and structure  

  Number of persons Structure Structure 

2000 2001 2002 2000 2001 2002 2000 2001 2002 

A. Persons included in passive measures  203,494 184,854           

1. Unemployed recipients of unemployment bene-

fits  

185,580 161,864   91.2% 88%       

2. Unemployed recipients of cash benefits for long-

term unemployment  

17,524 22,501   8.6% 12.2%       

3. Recipients of cash benefits in accordance with 

Article 73, Para. 5 (on part-time employment) 

390 489   0.2% 0.3%         

B. Persons included in active measures  140,701 192,045 252,737         

1. Unemployed persons having found work with the 

help of a job broker 

108,604 101,172 103,471 77.2% 52.7% 40.9%     

2. Persons included in training (without those 

included in programmes and measures) 

6,629 4,626 16,142 4.7% 2.4% 6.4% 20.7% 5.1% 10.8% 

3. Unemployed persons newly included in youth 

programmes and measures  

1,991 3,609 23,068 1.4% 1.9% 9.1% 6.2% 4.0% 15.5% 

4. Newly included persons with permanent disabili-

ties  

122 444 523 0.1% 0.2% 0.2% 0.4% 0.5% 0.4% 

5. Newly included persons in employment pro-

grammes in accordance with Articles 53, 56, 78 

and 79 

16,164 74,013 73,816 11.5% 38.5% 29.2% 50.4% 81.4% 49.5% 

6. Newly included persons in accordance with 

Articles 61, 62 and 63 for stimulation of employers  

4,440 6,667 8,689 3.2% 3.5% 3.4% 13.8% 7.3% 5.8% 

7. Newly included unemployed persons in accord-

ance with Article 55 (territorial mobility) 

693 694 128 0.5% 0.4% 0.1% 2.2% 0.8% 0.1% 

8. Unemployed recipients of compensations for 

economic activity due in accordance with Article 54 

2,058 820 583 1.5% 0.4% 0.2% 6.4% 0.9% 0.4% 

9. Measures and programmes for other vulnerable 

groups  

  302   0.1%   0.2% 

10. Unemployed persons included in other projects    26,015   10.3%   17.4% 

B. Persons included in programmes and 

measures financed from other sources  

67,197 14,638               

1. Recipients of lump sum compensation in ac-

cordance with DCM 100/98 and DCM 141/2000 

9,732 1,333   14.5% 9.1%       

2. Recipients of compensation in accordance with 

DCM 74/97 

88 114   0.1% 0.8%       

3. Unemployed persons included in other pro-

grammes  

3,134 13,191   4.7% 90.1%       

4. Newly included persons in programmes and 

measures financed in accordance with DCM 

206/2000 

54,243 0   80.7% 0.0%         

Source: EA, own calculations 

In each of the three years the initiatives with the largest scope were public benefit programmes, 

organised by state, municipal or private enterprises, as well as programmes (national, strategic or 

sectoral) bound with priorities of national strategic documents. In 2000 and 2002 such pro-

grammes involved about half of all participants in active measures (excluding persons having found 
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jobs in the primary labour market with the help of a labour office) and in 2001 their share exceeded 

80%. Two of the most significant programmes in the period were the National Programme for Tempo-

rary Employment and the Programme for Temporary Employment – Winter, which included over 5 

thousand participants in 2000 and over 30 thousand in 2001. Another such programme was From 

Social Care to Employment, which would dominate MLSP’s active measures and programmes after 

2003, with five to six thousand participants in each 2000 and 2001. In 2002 the majority of participants 

in those programmes were included in national employment programmes (about 85%), while the rest 

were included in regional employment programmes. The same year did not see any practical imple-

mentation of sectoral employment programmes.  

The best performing programmes and measures directly targeting a specific vulnerable group in the 

labour market were those focused on the promotion of youth employment. In 2000 and 2001 their 

scope accounted for  

between 4% and 6% of all persons included in active measures, but in 2002 this grew substantially 

and exceeded 15%. The most efficient method of promoting youth employment in 2000 and 2001 was 

encouraging employers to hire young people with completed secondary (up to age 24) or higher edu-

cation (up to age 28) who had subsequently not found employment. To this end, employers were paid 

the sum total of the labour remuneration of the unemployed young people hired for a period of 12 

months, amounting to one minimum wage and all associated social security payments. It should be 

noted, however, that in 2002 reporting on the progress of interventions for youth employment also 

included the programme “From Social Care to Employment” (41% of all participants in youth employ-

ment interventions), which previously had counted as one of the public benefit programmes.   

Measures and programmes promoting employment for persons with permanent disabilities still 

played only a minor role in the totality of interventions in the labour market as in each of the three 

years 2000-2002 their inclusion rate totalled less than 0.5% of the total participation in active 

measures. In 2002 dedicated interventions were launched to target other vulnerable groups in the 

labour market, such as single mothers and mothers with children up to 3 years of age or unem-

ployed persons having served a prison sentence. Measures directed at these vulnerable groups 

existed also in 2000-2001 but only as components of national employment programmes. 2003 

marked the beginning of a process of making those vulnerable groups the focus of specially designed 

interventions. 

Programmes focused on improving the vocational qualifications of the unemployed had a relatively 

high share in the totality of active measures during the period. In 2000 they covered about 20% of all 

participants in active measures, but in next two years their popularity declined. 2002 saw the launch 

of a brand new type of measure focused on vocational training of adults. The majority (nearly 95%) of 

participants in such measures were unemployed; yet, employed persons wishing to improve their 

qualifications were now also included. In the years to come qualification courses, key competences 

courses and motivational courses would no longer be limited only to the unemployed and would con-

tribute to improving the overall quality of the workforce, rather than just that of persons registered at 

labour offices.    

Reference is here made purely to qualification and training courses as some of the other measures 

(whose focus was promotion of employment for young people and persons with permanent disabili-

ties, self-employment etc.) also contained a qualification component. The majority, however, regis-

tered very poor practical performance of the qualification component as usually less than 1% of the 

persons employed under the programme were also included in some qualification training. The only 

exceptions were two regional employment programmes and the measure for self-employment for un-

employed persons. One of the regional employment programmes (Quick Start) ensured 100% inclu-

sion in qualification training to its participants (in 2000 and 2001 the number of the newly included in 

the programme was 477). Another regional employment programme of the same period was “Litera-

cy, Qualification, Employment”, which boasted completion of literacy and/or qualification courses by 

50% of the newly included in 2000 and by 87.4% in 2001 (the number of the newly included in the 

programme in the two years was 248).   
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A third mixed initiative with relatively strong performance of the qualification component was the pro-

motion of self-employment for unemployed persons. In 2002 a total of 12% of participants in such 

programmes completed qualification training. In the previous two years, however, performance had 

been very moderate with less than 1% of participants taking part in qualification training.  

By definition, under programmes for promotion of entrepreneurship for unemployed persons unem-

ployment benefits were paid as a lump sum upon submission and approval of a business project. This 

type of programme became relatively more active in 2000, when it involved a total of 2,048 partici-

pants. However, in the next two years its popularity declined, and in 2002 its inclusion rate dropped to 

583 participants.  

Programmes and measures with relatively large scopes in the period 2000-2002 were those for stim-

ulation of employers for hiring unemployed persons on a part-time basis, long-term unem-

ployed and the first five persons referred by labour offices. In 2000 a total of 4,440 persons par-

ticipated in such programmes and, as their number grew steadily, by 2002 they had almost doubled 

(8,689). The implementation of such programmes continued in the next years but their scope shrunk 

substantially.  

The analysed period further show implementation of measures promoting territorial mobility for unem-

ployed, which also continued in the years to come. Such measures provided a lump sum to cover the 

relocation of participants and their families, or their transportation costs when the workplace was out-

side the normal place of residence. In 2000 and 2001 the number of participants in this measure was 

slightly less than 700, but in 2002 it dropped to 128.   

In 2002 a few other programmes were launched, and their implementation would transfer on to the 

next period. These were “Beautiful Bulgaria”, “Job Opportunities through Business Support” (JOBS) 

and others. Most of the programmes were financed through the Professional Qualification and Unem-

ployment Benefits Fund, as well as through subsidies from international donors. In 2003 the number 

of participants in such programmes was 26,015, or 17.4% of the total participation in active measures 

during the year. The programme with the largest scope was “Beautiful Bulgaria”, with participation 

totalling 8,450 persons, or about one-third of all participants in other programmes.  

In 2000 and 2001 the implementation of measures is financed from other sources. In this case the 

source of funding was the state budget, and the measures were mostly connected with the ongoing 

restructuring of the economy and mitigation of the impacts of employment reduction in the economy 

and in specific sectors and industries. The measures were essentially passive and consisted of pay-

ment of compensations to the affected of the restructuring. They included: 

 Lump sum cash compensation payable to persons affected by liquidation or financial reor-

ganisation of companies with majority state or municipal shareholding (BGN 1,000); 

 Lump sum cash compensation payable to persons made redundant from commercial com-

panies with state shareholding in the mining and quarrying industry (BGN 1,000); 

 Compensation payable to spouses of professional military staff whose labour contracts were 

terminated on occasion of re-joining them in a new location (equal to the minimum wage for 

the months in which the entitled party was unemployed but for no longer than 12 months). 

Participation in the above measures totalled 9,820 persons in 2000 and 1,477 in 2001.  

Another measure offered training to persons made redundant from the system of the Ministry of De-

fence, the Construction Forces Head Office etc. The number of participants in this measure was 

3,134 in 2000 and 13,191 in 2001.  

In 2000 the number of persons participating in measures financed from other sources increased by 

54,243, but in fact these were participants in the other active policy measures and programmes of the 

MLSP. The sole difference from the other participants in active labour market measures was that the 

latter were financed through resources from the Professional Qualification and Unemployment Bene-

fits Fund and the former - through additional state budget subsidies. These were participants in 
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measures and programmes financed under DCM 206/2000, which in fact ensured co-financing for the 

2000 Active Policy Agenda. In accordance with the Decree, additional BGN 19.5 million were allocat-

ed, of which BGN 15.2 million for the Professional Qualification and Unemployment Benefits Fund, for 

financing measures for employment promotion and vocational training implemented in October 

through December of the same year.  

3.3.2 Active labour market policies in the period 2003–2014 

The analysis of ALMPs73 implemented in the period 2003-2014 with funding from the state 

budget follows the Eurostat classification of labour market policies. The categories of intervention are 

as follows: 

Category 2  Training 

Category 4  Employment incentives 

Category 5 
Sheltered and supported (subsidised) employment and 

rehabilitation  

Category 6  Direct job creation 

Category 7  Start-up (entrepreneurship) incentives 

 Category 2. Training  

The training category covers measures that aim to improve the employability of ALMPs target 

groups through delivery of different forms of training. 

 The scope of Category 1 in the 

period 2003-2014. Training, ex-

pressed as a share of training 

costs74 in the total expenditure on 

employment promotion pro-

grammes and measures, was larg-

est in 2004-2008, peaking at BGN 

25.8 million, respectively 15.5% of 

the total budget resources, in 2005. 

In this period training costs were 

dominated by training for acquisi-

tion of professional qualification in 

accordance with Article 63 of the 

EPA, which averaged BGN 11.5 

million per year. Following the gen-

eral trend of reduction in the scope of active programmes and measures after 2009, training costs 

also shrunk significantly and dropped to their lowest value of BGN 1.4 million in 2010. After 2011 

training costs took another upturn and reached BGN 12.3 million in 2014. Given the relative lack of 

growth in the total resource for active programmes and measures, this contributed to increase the 

share of training costs to 15.1% and thus – to attain a level comparable with the pre-crisis years, 

                                                
73  Programmes and projects financed from the state budget offer unemployed persons mostly from vulnerable groups on 

the labour market generally temporary employment aiming to retain or improve their work habits and skills. Participation 

in programmes is a transition to subsequent employment in the primary labour market. Incentives set out in the 

Employment Promotion Act (EPA) stimulate employers by provision of subsidies to create new jobs, use flexible working 

hours and hire unemployed people from vulnerable groups for fixed periods. This leads to creation of new jobs and, at 

the same time, supports the employment of disadvantaged people in the labour market.  

74  Budget resources have been calculated based on EA data on state budget spending. Since the EA does not provide 

specific information about adult vocational training costs in accordance with Article 63 of the EPA, for the period 2004-

2011 such data were obtained from Eurostat and were then added to the aggregate of programmes, projects and 

incentives under the training category built on EA data. According to Eurostat reports on labour market interventions in 

Bulgaria, the funding source for vocational training of adults was the state budget. 

Figure 3-4:Share of training costs in the total expenditure on labour 

market programmes and measures, % 

 
Source: EA, Eurostat, own calculations 
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when the scope was significantly larger. This recent increase in funding for training was first and 

foremost connected with the implementation of various training programmes for vulnerable groups in 

the labour market aiming to improve their adaptability to new economic requirements and to better 

meet employers’ needs of specific skills and qualifications.  

The dominance of training for acquisition of professional qualification and motivational training in ac-

cordance with Article 63 of the EPA in the totality of the training category in the period 2003-2008 

compared with the post-crisis period was also confirmed by EA data on the number of unemployed 

persons having started and completed vocational training, as well as those having completed motiva-

tional training. In the years between 2003 and 2008 on average 19.8 thousand persons started voca-

tional training and almost all (19.5 thousand) completed it. Based on the educational structure of vo-

cational training participants, the majority – respectively 61.9% in 2003-2008 and 67.4% in 2009-2014 

- were secondary education graduates, followed by unemployed higher education graduates, account-

ing for 18.1% and 24.6% accordingly in the two periods. Relatively lower but also showing a tendency 

to decline in the years following the beginning of the crisis was the share of persons with primary and 

lower education, which averaged, respectively, 6.3% and 1.7% in the years after 2009. The same 

period also saw a more than 20-fold decrease in the number of persons starting and finishing voca-

tional training compared with the years before 2008.  

Unemployed persons doing motivational training in the period 2003-2008 were significantly fewer than 

those doing vocational training and averaged 5.3 thousand. The educational structure of unemployed 

persons included in motivational training in the pre-crisis years was similar to that of the persons in-

cluded in vocational courses. In the period after 2009 the share of higher and secondary education 

graduates on motivational courses continued to rise and reached 20.3% and 55.6% accordingly, 

which was at the expense of persons with basic and primary education, with respective shares of 

11.9% and 12.2%75. It should be pointed out that in the years following the beginning of the crisis the 

drop in scope of motivational training was not as steep as in vocational training, and, in fact, the aver-

age number of motivational training participants in the period 2009-2012 – 1,763 persons – was al-

most twice as high as the average number of unemployed persons having completed vocational train-

ing, which in the period 2009-2014 was 878. 

One of the reasons behind the 

dominance of vocational training for 

adults in accordance with labour 

market needs in the period before 

the start of the economic crisis was 

the gradual increase in economic 

growth rate, as well as the accumu-

lation of labour shortages in certain 

activities and professions. After 

2009 this problem became signifi-

cantly less acute, but, as a result of 

the crisis, redundancies, primarily 

of low-skilled workers, became 

common. At the same time, the 

prospects for formation of structural 

unemployment and the new de-

mands for knowledge and skills in the labour market determined the need for training delivery under 

programmes and measures.  

In the period 2003-2014 the rate of participation in training and employment programmes and 

measures had its highest share in the totality of training participation in 2004 and 2005 - 17.5% and 

                                                
75   The period after 2009 includes available data until 2012. 

Figure 3-5:Share of participation in Category 1. Training in total par-

ticipation in training and employment programmes and measures, % 

 
Source: EA, own calculations 
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18.8% respectively. In the following years, however, the rate started to drop until 2011, when it fell to 

its lowest value of 5%. After 2012 numbers started to rise again, resulting in a value of 15.3% in 

2014.76  

In the period 2003-2014 a significant number of programmes, projects and measures for training of 

target groups in support of the labour market were implemented. Since a large part of them also in-

cluded subsidised employment, the interventions have been consolidated according to the orientation 

of the programme, project or measure to a specific type of activity or sector, or unemployed group as 

follows: 

Group 1 
National Programmes and projects including a training component for employability strengthen-
ing and associated with employment provision in activities of public benefit. 

Group 2  Programmes, projects and incentive schemes for training, internships and apprenticeships for 
young persons. 

Group 3  
Programmes and projects for training of other vulnerable groups in the labour market (women, 
mothers, unemployed and disadvantaged persons, persons on prison sentence, Roma). 

Group 4  Incentive schemes for employers offering internships or apprenticeships to unemployed 
persons. 

Group 5  
Programmes and projects for training of unemployed persons in accordance with employers’ 
needs. 

Group 6  Regional and municipal programmes including a training component for employability strength-
ening and providing employment in activities of public benefit, budget-funded programmes and 
projects for unemployed persons and other regional training projects. 

Group 7  National Programmes in support of persons with disabilities.  

Group 8  Other programmes, projects and incentive schemes for training of unemployed. 

Table 3-16: Structure of Category 1. Training based on participants and expenditure by group of training pro-

grammes, projects and measures, % 

 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Inclusion, % 

Group 1 24.5 16.9 8.4 3.9 5.2 6.3 30.7 1.7 10.5 0.0 2.0 1.5 

Group 2 15.6 36.9 31.6 25.0 15.4 22.4 3.4 67.7 40.6 6.3 11.9 1.5 

Group 3 0.5 0.8 0.5 13.5 10.6 11.3 17.1 27.4 29.3 77.2 24.2 23.3 

Group 4 8.8 27.5 40.1 28.9 32.3 33.6 6.2 0.0 14.3 4.5 4.7 0.8 

Group 5 0.3 0.0 0.0 0.0 0.7 0.1 1.8 0.0 0.0 10.8 43.4 70.5 

Group 6 0.3 0.1 0.6 1.5 4.2 4.3 13.1 0.4 0.0 0.4 0.0 0.0 

Group 7 0.6 0.1 5.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Group 8 49.5 17.7 13.8 27.1 31.6 22.0 27.7 2.8 5.2 0.8 13.8 2.4 

Expenditure, % 

Group 1 33.7 17.1 1.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Group 2 31.0 61.8 45.1 39.0 30.5 25.9 15.8 49.1 67.4 15.6 12.2 10.3 

Group 3 0.8 0.8 0.6 12.5 11.3 10.2 15.7 24.3 19.5 56.0 30.6 22.7 

Group 4 27.8 19.9 50.9 41.6 51.5 60.4 54.7 26.2 13.1 8.5 6.6 4.8 

Group 5 1.1 0.0 0.0 0.0 1.1 0.1 1.9 0.0 0.0 19.7 50.7 62.3 

Group 6 0.6 0.3 1.2 1.7 0.7 3.2 11.7 0.4 0.0 0.1 0.0 0.0 

Group 7 0.9 0.1 0.6 0.1 0.0 0.2 0.2 0.0 0.0 0.0 0.0 0.0 

Group 8 4.2 0.0 0.0 5.2 4.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Source: EA, own calculations 

                                                
76   Calculations of the number of people included in the training category are based on EA data and cover programmes, 

projects and incentives, which are by definition included in the category. 
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The structure of the training category, expressed as a share of unemployed persons included in train-

ing and budget expenditure under relevant indicators in the total training category, shows that in the 

period before the economic crisis the initiatives with the widest scope of implementation were pro-

grammes and measures for youth training, incentive schemes for internships and apprenticeships for 

unemployed, as well as other programmes and projects for training of unemployed persons (groups 2, 

4 and 877). After 2009 groups 2 and 4 retained relatively high shares in the implementation of active 

training policy. A significant rise in scope was observed in regard to interventions targeting vulnerable 

labour market groups, such as women, mothers, disadvantaged persons, persons on prison sentence 

and Roma (Group 3), as well as programmes and projects for training of unemployed persons in ac-

cordance with employers’ needs for specific qualifications (Group 5). 

In 2003 and 2004 Group 1 also had a relatively high share in training implementation, which, howev-

er, decreased gradually in the following years, despite the rise in inclusion rate in 2009. In the last 

three years Group 1 had some of the lowest scopes of all training programmes, projects and incentive 

schemes78. 

Despite being one of the groups with the highest scopes in active labour market policy, Group 2 

showed a tendency of decreasing implementation in the period 2004-2009, and in the latter year in 

had the lowest shares of newly included participants and spending in the entire training category – 

3.4% and 15.8% respectively. In 2010 Group 2 interventions had the highest share in the category in 

the entire period. The rise in spending was conditioned by the need to improve youth employability in 

accordance with labour market needs in the period after the start of the economic crisis. After 2012, 

however, there was a new shrinkage in the scope of measures in the group.   

The implementation of training programmes and projects under Group 3 showed a clear tendency of 

growth in scope in the entire period 2003-2014. In the first three years the proportions of training in-

clusion and spending were negligible (about 0.6-0.7%). Between 2006 and 2009 the group experi-

enced significant scope enlargement over the previous period, with the shares of persons included in 

training and spending rising to 17.1% and 15.7% of the total training category in 2009 respectively. In 

2010 and 2011 the group scope dropped, similarly to the total training category. However, over the 

next three years it started to rise again, and the average number of persons included in training ex-

ceeded that of 2006-2009 by more than 30%, while spending grew more than three times. It should 

be noted that in the period 2012-2014 Group 3 had the second highest scope of all other groups of 

training programmes, projects and measures, surpassed just by Group 5. Vulnerable labour market 

groups were targeted by various interventions in the entire period and had an overall wide representa-

tion in active employment policy, but the increased focus on such actions in the post-crisis years can 

be explained by the need to strengthen support for such persons in view of the restructuring of the 

economy and the formation of structural unemployment, the results of which were deteriorating pro-

spects for them to find work.   

The scope and implementation of traineeship and apprenticeship measures clearly distinguish be-

tween two periods. The first covers the years between 2003 and 2008, when the share of Group 4 in 

the totality of training programmes, projects and measures was on the rise. In fact, this group had the 

highest inclusion and spending rates of all training programmes, projects and measures in the catego-

ry in each year in the period 2005-2008. Among others, this was probably a reflection of the emer-

gence of problems associated with labour shortages in certain activities and qualifications in the peri-

od of economic overheating before the arrival of the crisis in 2009. In 2009 the scope of Group 4 

dropped significantly, and in 2010 there were no new inclusions. In the following period, 2011-2014, 

inclusion maintained a rate similar to 2009, while the resources for the implementation of incentive 

                                                
77  The spending rate in Group 8 for some years before 2008 and for the period after 2008 is 0% as EA records do not 

provide information on budget expenditure on Group 8 programmes. 

78  The spending rate in Group 8 for some years before 2008 and for the period after 2008 is 0% as EA records do not 

provide information on this indicator for the programmes and projects in the group. However, data on implementation, 

expressed as a number of unemployed people included in training, is available.  
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schemes were significantly lower than even the first crisis year. Thus, in the last three years of the 

period the dominant status of the group in the total implementation rate of the category of the years 

before 2008 was overturned, and it was already one of the most poorly performing groups in the en-

tire category.  

Group 5 had a dominant role in the period 2012-2014. In the years after 2012 many new projects for 

training and employment of unemployed persons in accordance with employers’ needs were 

launched. This was a result of changing requirements to workers’ qualifications in the years after the 

beginning of the economic crisis in 2009 and reflected the ambition of active policies to foster the as 

yet unsteady recovery of labour demand in the private sector of the economy.  

The implementation of regional and municipal employment and training programmes (Group 6) in-

cluded a mixture of interventions, just like Group 1, for provision of different types of both training and 

employment. Compared with the employment component, in programmes for provision of follow-up 

employment, the training component was relatively small, and programmes focused solely on training 

had a relatively smaller scope compared with the other groups. This was also the reason why Group 6 

had one of the smallest scopes in the total implementation of training programmes, projects and 

measures in the category in the entire period of the analysis 2003-2014. Still, the rates of inclusion 

and spending tended to grow in the period 2005-2009, and in 2009 the group reached its implementa-

tion peak, with a 13.1% share of inclusion in training and an 11.7% share of spending.  

Due to the specific nature of Group 7, which includes programmes in support of persons with disabili-

ties, it contained only two programmes with a training component. Unlike the employment component, 

which dominated these programmes, the training component was much less pronounced and data on 

its implementation is scarce and incomplete. In view of this, the share of training under the two pro-

grammes in the total rate of inclusion and spending under all training programmes, projects and 

measures in the category was negligible and was estimated at less than 1%.  

Group 8 includes training programmes, projects and measures that could not be classified under any 

of the other groups. Because of gaps and lack of data on spending under its interventions, the share 

of this group in the totality of training programmes and measures is better presented in terms of its 

inclusion rate. The latter fluctuated significantly over the years, as a whole following the declining 

trend typical of the entire period of the analysis. In 2003-2008 the inclusion rate of Group 8 in the total 

inclusion in training under training programmes, projects and measures was among the top perform-

ers of all groups in the category.  

 Category 4. Employment incentives 

The employment incentives category was primarily aimed at employers. It covered most em-

ployment promotion measures included in the Employment Promotion Act (EPA), in addition to a 

number of programmes with a similar focus. Over 99% of expenditure under this category were direct 

payments to employers, covering 

their costs for salaries and associ-

ated payments in accordance with 

the Labour Code (LC), as well as all 

contingencies (social security, 

health insurance and unemploy-

ment benefits) for job-starters re-

ferred by labour offices (LO). The 

only programmes involving direct 

payment to participants (accounting 

for less than 0.5% of all payments 

under the category) were “Promo-

tion of territorial mobility of unem-

ployed persons” (Article 42, EPA) 

and “Hiring unemployed persons 

Figure 3-6: Share of spending and employment under Category 4 in 

total spending and employment 

 
Source: EA, own calculations 
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having received unemployment benefits for not more than 5 months for 4 hours” (Article 43, EPA).  

Expenditure under the employment incentives category constantly increased its share in total ALMPs 

expenditure in the period 2003-2008, and reached 19.1% in the final year of the period. In 2009-2010 

the expenditure rate levelled off just below 19%. In the next three years the share of the category in 

total ALMPs expenditure financed from the state budget increased and fluctuated in the 21-24% 

range. In this period budget allocations for active policies fell sharply on account of both the inclusion 

of OP HRD in the funding of active labour market policies and the economic crisis of 2009, which was 

the underlying factor for cuts in all budget allocations. Still, spending under Category 4 declined at a 

slower rate than total ALMPs spending.    

As a share of ALMPs, the rate of employment under the category exceeded that of spending. In the 

period 2003-2006 (except for 2004) the former accounted for 20-25% of total employment under all 

measures and programmes. In the next three years (2007-2009) its share increased and fluctuated 

between 30 and 35%. After 2010 the reduction of budget allocations for ALMPs affected all measures 

and programmes under the category, in particular major ones, as a result of which in the last two 

years the employment rate decreased and levelled off around the 23% mark.   

The higher rate of employment and participation in the totality of ALMP in comparison with spending 

shows that actions under this category were relatively “cheaper” compared with those in other catego-

ries.  

Some of the measures and programmes in the category were of a mixed type and, in addition to their 

main focus (stimulating employers to hire workers with specific characteristics), also included qualifi-

cation and education components. Among the mixed measures and programmes were: part-time em-

ployment of long-term unemployed young persons under 29 years of age (Article 36a); stimulating 

employers to hire persons aged 50-64 entitled to early retirement under the occupational pension 

scheme (Article 55b, EPA); National Programme for Employment and Training of Persons with Per-

manent Disabilities; hiring unemployed persons having received unemployment benefits for not more 

than 5 months for 4 hours (Article 43, EPA); mothers (adopters) with children aged 3 to 5 (Article 

53a); sustaining employment upon reduction of the volume of work or idling for more than 5 days (Ar-

ticle 57); persons who have served a custodial sentence (Article 55). Programmes with a qualification 

orientation were: maintenance and upgrading of the qualifications of hired workers and employees 

(Article 44, EPA) and replacement during training (Article 45, EPA).  

Unlike programmes under the sheltered and supported employment category, where the mixed ele-

ment was more common and qualification (or training) improvement was a relatively important condi-

tion for subsequently starting a supported job, the qualification component was relatively negligible in 

measures and programmes under the employment incentives category (with the exception of direct 

measures targeting qualification). Expenditure on qualification and training in the total expenditure on 

programmes and measures under the category was below 0.3%, while after 2010 it was in fact non-

existent. The general impression is that measures and programmes stimulating employers to hire 

workers with specific qualifications envisaged opportunities for prior or ongoing training; however, the 

provision remained virtually unused. 

Measures and programmes included in the employment incentives category can be provisionally di-

vided into several groups: promotion of youth employment; promotion of employment for long-term 

unemployed; promotion of employment for persons with disabilities; promotion of employment for the 

elderly; promotion of employment for parents and adopters; promotion of entrepreneurship etc. Study-

ing the spending rates under the measures and programmes in these groups can provide some in-

formation on the change of priorities in the category in the period 2003-2014.  

 In 2003 there was relatively high diversification of expenditure under different priorities in the 

category. Still, the initiatives with the highest expenditure profiles were promotion of youth 

employment and improving the qualification of the employed.  
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 Youth employment continued to be a priority in 2004, but its share in the total expenditure 

gradually declined to the benefit of adult employment. In the sub-period 2005-2008 expendi-

ture on measures and programmes under the latter category accounted for more than half of 

the total expenditure in the category.  

 In the first two years expenditure on entrepreneurship promotion also had a relatively high 

share, but subsequently it started to decline.  

 Promotion of adult employment remained one of the main priorities in the category all the 

way until 2010, but, gradually, it too drifted to the background.  

 As of 2008 one of the main priorities in the category became promotion of employment for 

persons with disabilities, and it remained such until the end of the period in 2014. In 2010-

2014 (the only exception being 2013) expenditure on measures and programmes for promo-

tion of employment for persons with disabilities accounted for more than half the total ex-

penditure under the category. It should be noted that measures and programmes for per-

sons with permanent disabilities are discussed under Category 5. Sheltered and supported 

(subsidised) employment and rehabilitation.  

 In the last three years of the analysed period (2011-2014) promotion of youth employment 

again resurfaced as a priority in the employment incentives category.  

 In 2011 (as well as in 2012, albeit to a smaller degree) programmes for employment promo-

tion for long-term unemployed were quite popular. This was most likely connected with the 

effort of the government to mitigate the impact of the 2010 economic crisis on the labour 

market and the emerging pool of long-term unemployed. In the next years some of the pro-

grammes and measures in the category similarly targeted long-term unemployed, in addition 

to vulnerable labour market groups, hence their classification under some of the other priori-

ties (persons with disabilities, elderly or young people with low qualification).  

 

Table 3-17: Structure of Category 4. Employment incentives based on expenditure by group of  

measures and programmes  

 
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Young people  31.22% 15.61% 9.14% 6.86% 4.79% 4.52% 3.07% 2.49% 21.85% 22.35% 29.61% 23.57% 

Long-term unem-

ployed  
5.30% 5.46% 2.70% 1.59% 1.12% 0.66% 0.53% 1.78% 18.85% 6.74% 0.52% 3.86% 

Persons with disabili-

ties  
2.26% 8.61% 4.62% 5.14% 9.39% 20.30% 31.20% 61.11% 51.52% 52.68% 41.56% 54.78% 

Elderly  6.12% 32.06% 60.59% 68.92% 69.47% 59.73% 42.30% 30.75% 10.93% 9.17% 16.12% 9.48% 

Parents  4.47% 8.88% 6.51% 6.30% 4.99% 5.84% 9.16% 2.83% 8.73% 7.51% 5.89% 5.51% 

Entrepreneurship 

activity  
29.59% 21.39% 15.46% 11.07% 9.10% 8.12% 5.58% 0.90% 2.80% 2.61% 3.05% 4.10% 

Qualification  22.24% 10.80% 2.11% 1.57% 1.72% 1.46% 0.33% 0.00% 0.00% 0.00% 0.00% 0.00% 

Others 0.44% 1.06% 0.80% 0.80% 0.95% 1.02% 8.79% 2.19% 5.38% 7.37% 4.36% 3.12% 

Source: EA, own calculations 
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The overall effectiveness of the 

measures and programmes in the 

category was relatively high. The 

re-registration rate after completion 

of participation was about 16.5%. 

The most effective measures and 

programmes in the category were 

promotion of youth employment 

and promotion of entrepreneurship, 

where as few as 10.5% of partici-

pants returned to labour offices 

after the end of the programme. 

Based on the indicator, the relative-

ly least effective measures and 

programmes were for employment 

promotion for the elderly (29.0%) 

and for permanently disabled unemployed persons (24.4%).  

 Category 5. Sheltered and supported (subsidised) employment and rehabilitation 

This category includes only the two programmes for employment promotion for persons with 

permanent disabilities, including war-disabled persons (Article 52 (1)), and for employment promotion 

for persons with permanent disabilities employed on a part-time, seasonal or hourly basis (Article 52 

(2)). In addition, other measures and programmes for permanently disabled persons, classified under 

Category 4. Employment incentives are also described in the present category as it is believed that 

this will give a better idea about them.  

Similarly to the employment incentives category, expenditure in Category 5 consisted entirely of sub-

sidies for employers opening jobs for permanently disabled unemployed persons. Since the category 

included measures targeting only one vulnerable group, it was not an essential part of government-

financed active measures. Normally, expenditure on measures under Article 52 (1) and Article 52 (2) 

accounted for about 2% of state expenditure on active policies.  

The scopes of the two measures were largest in the period 2005-2008, when their expenditure rates 

totalled between BGN 3.5 and 4 million per year and they provided employment to about and over 2 

thousand persons on average per year. Over the next years their scopes shrunk, and in the period 

2012-2014 their annual expenditure rates were already between BGN 1.3 and 2.3 million and their 

annual employment varied between 440 and 830 persons. In the first years of the period the measure 

under Article 52 (1) took the lead. In 2003 its spending and participation rates each accounted for 

about 85% of the total spending and participation under the category. Gradually, however, the situa-

tion changed and the measure under Article 52 (2) became dominant. In 2013 and 2014 its spending 

rate already exceeded that of the other measure, although the latter’s employment rate still accounted 

for between 55% and 60% of the total employment under the category. 

The effectiveness of interventions under the category was relatively low. Overall, above 35% of partic-

ipants in the four measures and the programme re-registered at a labour office upon completion. The 

measure under Article 52 (2), EPA was the least effective, with more than half of participants renew-

ing their registration upon conclusion of involvement. The other two interventions were not much dif-

ferent – 30.7% for the measure under Article 52 (1) and 25.9% for the National Programme for Train-

ing and Employment of Persons with Disabilities. The employment promotion measure under Article 

36 (2), EPA had the highest effectiveness, with a registration renewal rate of 17.4%.  

 

 

Figure 3-7: Rate of re-registration at LOs under programmes and 

measures in Category 4 (by group of intervention – %) 

 

Source: EA, own calculations 
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 Category 6. Direct job creation  

This category included programmes and projects for direct job creation for unemployed per-

sons in the labour market in the form of supported employment for a certain period of time. It was the 

most significant of all ALMPs categories in the country and had the largest share in the totality of la-

bour market interventions in terms of both expenditure financed from the state budget and employ-

ment provision in the entire period. In the period 2003-2014 the scope of all interventions in the cate-

gory averaged about 70% per year in terms of both employment provision and spending. Over the 

years, however, there was a gradual shrinkage in scope. The share of participants on subsidised em-

ployment of the total number of persons employed under EPA programmes and measures was high-

est in 2003 (86.1%), when the largest labour market initiatives, such as the National Programme 

“From Social Assistance to Employment”, were launched, and lowest in 2009 (59.8%). In the period 

2010-2013 there was some in-

crease in participation, which, how-

ever, was not a result of any in-

crease in the number of workers on 

supported employment, but rather 

of the significant reduction in the 

total number of participants in ac-

tive programmes and measures in 

the crisis years. The only exception 

was 2013, when the number of 

workers on subsidised employment 

grew by over 44% over the previ-

ous year as a result of the decision 

of the caretaker government to al-

locate additional BGN 30.6 million 

to active programmes and measures.  

As a share of the total resources for 

active labour market policies, 

spending on subsidised employ-

ment generally tended to decrease. 

Only after 2012 was there an in-

crease in the funding of supported 

employment, one of the main rea-

sons for which was the increase of 

the minimum wage after 2011, as 

well as of other labour remunera-

tions for programme participation.   

In the period 2003-2014 a large 

number of subsidised employment 

programmes and projects with dif-

ferent focus, scope and duration 

were implemented. In the present 

analysis these were grouped in 7 categories based on identified common characteristics between 

different programmes and projects and in view of their focus on a specific type of activity, sector or 

unemployed group. 

Group 1 National Programmes and projects for job creation mainly in activities of public benefit. 

Group 2 National Programmes supporting persons with disabilities and the provision of social services in a 

family environment. 

Group 3 Programmes and projects for youth employment. 

Figure 3-8: Share of participants in programmes and measures under 

Category 5 with renewed labour office registration (by intervention 

group, %) 

 
Source: EA, own calculations 
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Figure 3-9: Share of employment and spending under Category 5. 

Direct job creation in total employment and spending under active 

labour market programmes and measures 

 
Source: EA, own calculations 
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Group 4 Programmes and projects supporting other vulnerable groups in the labour market (mothers, inac-

tive persons, including Roma mediators, refugees). 

Group 5 
Regional and municipal employment programmes in activities of public benefit and programmes 

and projects supporting unemployed persons in budget-financed activities. 

Group 6 Programmes and projects with a sectoral focus. 

Group 7 Other programmes and projects implemented with the mediation of labour offices. 

Table 3-18: Structure of Category 5. Direct job creation based on employment, expenditure and re-registration at 

labour offices by group of programmes and projects, % 

 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Employment, % 

Group 1 97.5 97.9 79.7 75.6 73.4 64.6 55.3 71.1 60.7 55.2 64.1 37.0 

Group 2 0.0 0.0 14.7 20.1 22.3 24.3 27.0 11.9 15.8 22.3 16.2 21.4 

Group 3 0.3 0.7 0.6 0.6 0.8 0.9 0.7 1.6 3.5 5.3 3.2 5.9 

Group 4 0.0 0.0 0.0 0.0 0.5 3.2 9.9 4.8 0.2 0.0 0.0 0.2 

Group 5 0.0 0.4 1.9 2.2 1.5 1.9 2.4 5.3 7.7 7.9 6.3 25.8 

Group 6 2.0 0.5 0.6 0.0 0.0 3.9 2.6 1.0 6.3 5.8 7.0 4.9 

Group 7 0.2 0.5 2.5 1.5 1.4 1.1 2.1 4.3 5.9 3.5 3.2 4.8 

Expenditure, % 

Group 1 97.5 97.9 77.2 71.0 68.5 61.4 47.1 61.2 55.3 46.4 58.2 39.6 

Group 2 0.0 0.0 18.7 23.8 25.8 28.4 30.6 18.8 16.8 25.2 17.4 16.9 

Group 3 0.5 1.2 1.1 0.9 1.0 1.5 1.3 2.8 7.2 10.0 6.0 9.4 

Group 4 0.0 0.0 0.0 0.0 0.5 2.7 13.2 8.1 1.1 0.8 0.8 1.1 

Group 5 0.0 0.4 2.4 2.4 1.7 2.4 3.5 8.0 11.6 11.3 10.7 29.1 

Group 6 2.0 0.6 0.5 0.0 0.0 2.5 4.3 1.1 8.0 6.2 6.8 3.9 

Group 7 0.0 0.0 0.0 1.9 2.5 1.1 0.0 0.0 0.0 0.0 0.0 0.0 

Re-registration at labour offices, % 

Group 1 94.1 96.9 96.9 91.1 84.6 82.1 84.0 75.5 88.1 81.7 71.7 81.7 

Group 2 0.0 0.0 1.2 6.9 13.4 12.5 8.8 20.5 2.1 4.0 13.1 8.6 

Group 3 0.0 0.5 0.2 0.2 0.2 0.2 0.3 0.3 0.6 1.8 0.3 1.4 

Group 4 0.0 0.0 0.0 0.0 0.1 0.3 0.9 0.0 0.9 0.0 0.0 0.1 

Group 5 0.0 0.0 0.1 1.1 1.3 1.0 1.6 2.5 6.0 7.1 8.8 5.0 

Group 6 5.8 1.6 0.6 0.0 0.0 3.2 3.7 0.8 1.4 3.1 5.5 2.6 

Group 7 0.1 0.9 1.0 0.7 0.5 0.6 0.8 0.5 0.9 2.4 0.6 0.6 

Source: EA, own calculations 

In the entire period 2003-2014 programmes and projects aimed at creating employment in activities of 

public benefit (Group 1) constituted the largest initiative in the labour market, which had the highest 

participation and spending rates. At the same time, the group also recorded the highest renewal rate 

of labour office registrations after completion of participation of the programmes and projects under all 

interventions in the category. Supported employment programmes boasted the highest coverage rate 

in 2003 and 2004, when the new National Programme FSAE was launched. Subsequently, their 

scope tended to decrease, the only exception being 2013. In fact, this group to a large extent deter-

mined both the scope and the implementing trends of the entire category during the period. It should 

be noted that the FSAE programme dominated the group both at the start of its implementation, when 

unemployment rate recorded some of its peak values after the 1998-2000 period of economic restruc-

turing (about 18-20%), and in the years of economic overheating (2007-2008), when it hit a historic 

low of 6-7%. 
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Implementation of programmes in support of persons with disabilities and the provision of social ser-

vices in a family environment (Group 2) started in 2005. After the programmes and projects for subsi-

dised employment in activities of public benefit, this was the second largest group in terms of scope 

and implementation in the category in the entire period until 2014. It should be noted that coverage 

was significantly larger in the period 2005-2009 over 2010-2014. Despite the overall tendency of 

gradual drop in employment and spending rates, their shares in the category increased after 2005 

and peaked in 2009 (unlike Group 1, where the respective rates slumped in the first crisis year). The 

probable reason for this was the strong social component of the programmes and the desire to pre-

vent the risk of families taking care of disabled family members falling into poverty. In the following 

years the scope of Group 2 shrunk, although some growth was recorded in the period 2011-2013, 

both in the number of the employed under the programmes and in the amount of funding available for 

their implementation.  

Unemployed young people under 29 were one of the main vulnerable groups of active labour market 

policy. At the same time, the programmes and projects for subsidised employment of young people 

(Group 3) implemented in the period 2003-2014 had a relatively small share in the scope of the entire 

category. Unlike groups 1 and 2, where implementation tended to drop in the years following their 

launch, Group 3 was characterised by an increase in scope after the beginning of the economic crisis 

in 2009. The reason was that young people were one of the most affected groups in the labour market 

as a result of economic developments after 2009. The number of the employed in Group 3 in the peri-

od 2003-2009 accounted for less than 1% of total employment under the category, but in the years to 

come it increased and reached 5.9% in 2014. As regards the share of spending on programmes and 

projects in the group in the total resources for creation of subsidised employment in the category, it 

grew from about 1% on average in the period 2003-2009 to about 7% on average in 2010-2014, 

reaching between 9 and 10% in 2012 and 2014.  

Programmes and projects within Group 4 were implemented in the period 2007-2014. In the first three 

years the scope of the group grew and the share of its employment and spending rates in the total 

employment and spending under the category peaked in 2009, when it became the third largest group 

in terms of coverage, after subsidised employment in activities of public benefit (Group 1) and support 

for persons with disabilities and provision of social care in a family environment (Group 2). After 2010, 

however, implementation began to shrink, and between 2011 and 2014 Group 4 had the smallest 

scope of all groups of programmes and projects in the category. 

The scope and implementation of programmes and projects in Group 5 exhibited a stable trend of 

growing dominance over the years. In the period 2003-2009 employment and spending rates were 

below 2% per year. The shrinkage in implementation in 2010 happened against an overall drop in 

total coverage of subsidised employment, which is why the share of participating workers in the group 

against total employment increased steadily over the previous years. In the context of ongoing de-

crease in total subsidised employment in the coming years (with the exception of 2013), the scope of 

Group 5 enlarged. This was also related to a substantial increase in overall budget resources for pro-

grammes and projects under implementation. Given the focus of programmes and projects within the 

group, it may be assumed that their increased role in the post-crisis years was connected with efforts 

to overcome regional disparities in the labour market, as well as with support for unemployed from the 

budget sectors of the economy, which were subject to cost consolidation.  

The scope and implementation of programmes within Group 6 clearly distinguish between three high-

er-activity periods – 2003, 2008-2009 and 2013. This was related with the launch of various pro-

grammes with a sectoral focus, the need for which was determined by the needs of the economy in 

the corresponding period. At the start of the period the programmes with the highest impact on the 

group were those in support of agriculture, which targeted long-term unemployment as a typical 

stumbling block to the economy in the early years of the last decade. The growth in scope in 2009 

was a result of the implementation of programmes aimed at mitigating the negative consequences of 

the economic crisis, while that of the post-crisis years was related to projects in support of employ-
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ment in the primary labour market, when labour demand in the private sector, especially in the last 

two years, started to show signs of recovery.  

Group 7 includes all other subsidised employment programmes implemented during the period. In 

2003-2009 employment rate averaged 1.3% per year, and in the period 2010-2014 it grew to 4.4%. 

The latter, however, was mostly due to the accelerated decrease in the total scope of programmes 

and projects for subsidised employment79. 

In view of the main goal of subsidised employment programmes, i.e. to increase the employability of 

the unemployed by facilitating their follow-up employment in the labour market, it is important to con-

sider what part of them returned to labour offices. To measure the effectiveness of the programmes 

and projects, the indicator “number of persons re-registering at labour offices versus number of em-

ployed under programmes and projects for subsidised employment”, calculated on the basis of EA 

data, was used. 

Table 3-19: Average rate of re-registration at labour offices versus job starters by group of programmes and pro-

jects in the period 2003-2014, % 

Group 1 Group 2 Group 3 Group 4 Group 5 Group 6 Group 7 

70.6 37.8 21.1 10.0 37.7 40.1 n/d* 

*n/d – no data available on re-registration at labour offices  

Source: EA, own calculations 

The re-registration indicator reveals a significantly higher value, respectively lowest effectiveness, for 

Group 1, whose dynamics were conditioned by the largest intervention in the labour market, the FSAE 

programme. This shows that its implementation had a quantifiable, albeit short-term impact on labour 

market indicators, and that programme activities, mostly of public benefit, did not contribute in any 

substantial way to long-term employment of unemployed in the labour market. The indicator shows a 

significantly lower, albeit still high value (about 40%) for groups 2, 5 and 6. The relatively low effec-

tiveness of Group 2 programmes is a reflection of the limited employment possibilities of persons tak-

ing care of disabled family members. Given that the programmes and projects in Group 5 focused on 

activities of public benefit and offered short-term subsidised employment, usually for 6 months, it is 

not surprising that much like Group 1, although to a smaller degree, a relatively large part of partici-

pants re-registered at labour offices upon completion of the labour contract. As regard Group 6, effec-

tiveness was determined mostly by the implementation of agriculture programmes, whereas for pro-

grammes aimed at mitigating the consequences of the crisis and employment in the primary labour 

market in accordance with employers’ needs the return versus employment rate was substantially 

lower (between 10 and 20%). The most effective programmes and projects were those in support of 

youth employment (Group 3), where slightly over 20% of participants re-registered, as well as the 

interventions in support of vulnerable groups (Group 4), where as few as 10% renewed their registra-

tion as unemployed.  

 Category 7. Start-up (entrepreneurship) incentives  

The main goal of interventions under Category 7 was to stimulate unemployed persons to set 

up in business. Some programmes were specifically geared towards a concrete sector or economic 

activity. This was one of the smallest categories of active labour market measures, and, overall, its 

spending rate accounted for less than 2% of the total spending under categories 2 to 7.  

The bulk of expenditure was on participants in the programmes. In the early years of the period 

(2004-2005) spending was relatively equally split between participants and service providers, but 

                                                
79  EA records do not provide information on budget spending for a large part of the programmes and projects within the 

group. Therefore, the share of spending of the group in the total spending has been considered equal to 0% in most 

years. 
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subsequently participants’ costs increased, and in 2010-2012 they practically accounted for almost all 

expenditure under the programmes.  

The analysed period 2003-2014 can be provisionally divided into two sub-periods based on pro-

gramme activity. The active programmes in the first years were: Promotion of self-employment for 

women for provision of childcare services (2003-2005); National Programme for Agricultural Produc-

ers (2003-2005); Job Opportunities through Business Support (JOBS) (2003-2005); Programme for 

promotion of employment and vocational training in the field of beekeeping (2003-2006); the project 

“Guarantee Fund for Micro Loans” (2003-2008). In 2006-2008 new programmes in support of self-

employment were launched, while the former programmes were gradually terminated or transformed. 

Those new programmes were: the project “Turn Potential into Energy” (2006-2007); the project “Fami-

ly Centres for Children” (2006-2009); the programme “Interest-free Loans for Persons with Disabili-

ties” (2006-2014). In the entire period the employment promotion measure under Articles 47, 48 and 

49 of EPA remained active. The measure was of a mixed type and was already reviewed under Cate-

gory 4. Employment incentives above.  

All programmes (with the exception of measures for entrepreneurship promotion, reviewed under 

Category 4) included in Category 7 were small in scope, and their spending rates, which were funded 

from the MLSP active measures budget, did not usually exceed BGN 1 million in the entire period.   

 Comparative analysis of ALMPs expenditure by country  

This part of the analysis is based on Eurostat data on active labour market policy by country. 

Expenditure on labour market policies implementation in Bulgaria (under all categories 1 to 9) was 

relatively low compared with other EU-28 countries. In the period 2005-2011 the annual share of ex-

penditure in GDP averaged about 0.58%, compared with 1.88% in EU-28. Bulgaria was one of the 

four lowest ranking countries in EU-28 under this indicator (together with Malta, Lithuania and Czech 

Republic).  

In the beginning of the analysed period the share of expenditure on LMPs in Bulgaria was between 

0.6 and 0.7% of GDP, and in subsequent years it tended to decrease. As a result of the large-scale 

privatisation in the country, unemployment peaked in 2001, leading to an enlargement in the scope of 

active measures as one of the tools to tackle the problem. In 2004-2008 economic activity and labour 

demand rapidly increased, resulting in a decrease in value in the expenditure/GDP ratio. Its one-time 

increase in 2009 was due not so much to any increase in the scope of active policies, but to the eco-

nomic decline of the same year.  

The share of “internal expenditure” on the system (or the share of expenditure under Category 1. Pub-

lic employment services and administration) in Bulgaria was below the EU-28 average. It ranged be-

tween 9 and 11% in the period 2004-2008 while in subsequent years it tended to drop to 6.5% and 

5.2% in 2012. The EU-28 countries with the lowest share (between 2 and 4.5%) were Greece (no 

data is available for 2010, when the country suffered a severe economic crisis), Italy, Spain, Cyprus 

and Luxembourg. Countries with a relatively high share of expenditure under Category 1 in total ex-

penditure were the UK, Malta and Czech Republic.  

We believe the share of expenditure under Category 8. Out-of-work income maintenance and support 

and category 9. Early retirement (Bulgaria had no measures and expenditure under the latter catego-

ry) in total expenditure under categories 1 to 9 to be indicative of the share of passive measures in the 

labour market policy of the government. The share of these categories in total expenditure on active 

policies in Bulgaria was once again lower than the EU-28 average. In the latter the average annual 

value of the share of categories 8 and 9 in total expenditure in the period was 62.6%, compared with 

50.3% in Bulgaria.  

The dynamics of the above ratio in the period of the analysis needs special mention. In 2004-2008 the 

value fluctuated around 30% of expenditure under categories 1 to 9, which was significantly lower 

than the EU-28 average. The reasons were, on the one hand, low unemployment and small number 

of persons entitled to compensation or unemployment benefits, and, on the other, relatively low pay-
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ments under the category. In 2009 the share of the above measures in total expenditure on active 

policies in Bulgaria rose to 59%, and in 2010 and 2011 it exceeded 70% (in these years the share of 

categories 8 and 9 in Bulgaria was higher than the EU average). This was conditioned by an increase 

in unemployment rate in the country and the number of persons entitled to unemployment benefits 

due to redundancies, as well as by an increase in the minimum size of compensation. In 2010 an 

amendment to the Social Security Code was adopted, based on which the maximum amount of the 

lump sum compensation for unemployment was set at 60% of the labour remuneration paid in the last 

24 months before the commencement of unemployment.   

EU-28 countries with relatively low shares of categories 8 and 9 were the UK, Lithuania, Poland, 

Czech Republic and Sweden, and those with relatively high shares were Belgium, Greece, Estonia, 

Spain, Italy, Cyprus and Romania. These were all countries with higher unemployment rates or with a 

relatively small scale of labour market policies.  

Significant differences by country can be observed in the structure of “core” active labour market 

measures, i.e. the measures under categories 2 to 7.  

A key priority in “core” ALMPs categories in EU-28 was training, which was accountable for nearly 

40% of expenditure under categories 2 to 7 in the Community. This was also the category prioritised 

by the highest number of countries. Bulgaria falls into the same group with Slovenia, Ireland and 

Hungary, where the priority in ALMPs was Category 6. Direct job creation, with its main programme 

From Social Assistance to Employment.  

HIGHLIGHTS 

 In the period 2000–2014 investment in human 

capital approximated BGN 40 billion, of which 

approximately: 

 80.9% were public expenditure on education 

(approximately BGN 32.4 billion); 

 13.3% were private expenditure on education 

(approximately BGN 5.3 billion); 

 5.2% were expenditure on active labour 

market policy financed from the state budget 

(approximately BGN 2.0 billion); 

 0.2% were expenditure on vocational training 

financed with resources from the EU under the 

Operational Programmes (approximately BGN 

0.9 billion). 

 Expenditure on education in the period 2000–

2011 varied between 4.09% and 4.8% of annual 

GDP. 

 In the period 2000–2014 expenditure on 

education contributed from the state budget 

averaged 10.4% of total budget expenditure. 

 The highest rate of public expenditure on 

education was recorded in 2002–2003 (4.16% of 

GDP), and the lowest - in 2011 (3.48% of GDP). 

 In the period 2000–2011 private expenditure on 

education averaged 0.61% of GDP. 

 The distribution of spending on various ALMPs 

initiatives revealed a trend of steady increase in 

funding contributed from the European Social 

Fund (ESF). 

 In the period 2000–2001 the focus of budget-

funded labour market policy was passive 

measures. 

 Active policy in the period 2000-2002 constantly 

enlarged in scope. The leading initiatives were 

programmes of public benefit and programmes 

related to national strategic priorities. 

 In 2002 programmes such as Beautiful Bulgaria 

and Job Opportunities through Business Support 

(JOBS) were launched, which included a large 

number of participants. 

 ALMPs categories financed from the state budget 

in the period 2003-2014 were as follows: 

 Training – it included interventions for improv-

ing the employability of ALMPs target groups 

through various forms of training. The category 

had the largest scope in the period 2004–

2008. In the years after 2009 budget resources 

for training shrunk, although they tended to in-

crease again towards the end of the period. 

 Employment incentives – it included primarily 

incentive schemes for employers in accord-

ance with the EPA. The scope, measured 

through the share of spending in total spend-

ing on active labour market policy, increased 

almost throughout the entire period. Over the 
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years different vulnerable groups in the labour 

market became the focus of this category. 

 Sheltered and supported (subsidised) em-

ployment – it included interventions for per-

sons with permanent disabilities and had a low 

share in total ALMPs, as well as a poor effec-

tiveness rate, measured in terms of renewal of 

LO registrations upon completion of participa-

tion in programmes or measures. 

 Direct job creation – it included programmes 

and projects for direct employment of unem-

ployed persons in subsidised jobs. This was 

the leading ALMPs category in the entire peri-

od 2003-2014. Its scope was largest in 

2003 due to the launch of the National Pro-

gramme From Social Assistance to Employ-

ment, but gradually shrunk in subsequent 

years. 

 Start-up (entrepreneurship) incentives – it in-

cluded programmes encouraging unemployed 

persons to set up in business and had a very 

small scope in the analysed period. 

 Comparing ALMPs spending rates in Bulgaria 

with average EU-28 values indicates that the do-

mestic priority was subsidised employment, unlike 

other member states where the focus was mostly 

on training and qualification. 

 In recent years a growing part of human capital 

investment was contributed from the European 

Structural Funds. 

 In the period 2007-2014 based on UMIS a total 

of 42,024 persons were trained or participated 

in training under OP Human Resources De-

velopment. The total amount of project grants 

was BGN 76,952.5 thousand; 

 Some of the main goals of OP Administrative 

Capacity are: improving human resources 

management and enhancing the qualification 

of employees in the state administration, judi-

ciary and civil society structures, as well as 

provision of modern service delivery by the 

administration and the judiciary. In the period 

2008–2014 a total of 1,757 thousand persons 

increased their qualifications at the cost of 

BGN 3,578 thousand (GF) and BGN 551 thou-

sand (national contribution); 

 The main goal of OP Technical Assistance is 

to “ensure the functioning of a reliable Unified 

Management Information System (UMIS) and 

to provide appropriate information, communi-

cation and publicity to the general public about 

the Bulgarian National Strategic Reference 

Framework (NSRF) and the European Cohe-

sion Policy and its objectives”. In the period 

2009-2014 the OP contributed a total of BGN 

4,640.8 thousand (GF) and BGN 697.3 thou-

sand (national contribution) towards training 

5.94 thousand persons. 

 Of the other operational programmes: OP Re-

gional Development had the highest spending 

rate on training, which to a certain degree was 

comparable with the rates under Ops Competi-

tiveness and Environment. In accordance with the 

subject of its activities, OP Transport had the low-

est spending rate. Total investment in vocational 

training under the four OPs amounted to BGN 

4,784.1 thousand.  
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4.  Modelling methodology for impact assessment of active 

labour market policy 

4.1 General notes on methodology 

4.1.1 Theory and practice of ALMPs impact assessment 

Generally speaking, there are two approaches to active labour market policy impact assess-

ment: one based on theory, and one based on empirics. The theoretical approach relies on relation-

ships and mechanisms which have been thoroughly studied and described in economic literature. 

However, using this approach implies the risk of not paying sufficient attention to the available histori-

cal data concerning the implementation of programmes and measures. 

The empirical approach is largely rooted in the data, but two issues might emerge in its application: a 

bias stemming from the peculiarities of the sample data might arise, or, the data might be insufficiently 

detailed or reliable so that high quality of the impact assessment would be difficult to achieve. 

The econometric models are a combination of those two approaches. They are generally based on 

statistical relationships estimated over the available data, but they could also integrate theoretical 

constructs. Most of the impact assessment models are called ‘econometric’ but in practice, due to the 

frequent data limitations, the methods used to estimate their coefficients include both econometric 

procedures and other methods such as experts’ assessment and assumptions based on economic 

theory and the values of those coefficients obtained for similar economies (‘calibration’). 

At the present time, the main macroeconomic models, used in the European and international prac-

tice, are E3ME, HERMIN, QUEST, QUEST II, REMI, ECOMOD, etc. Their applications encompass a 

wide range of social and economic policies which could also include ALMPs. Due to the specifics of 

ALMPs, the most frequently encountered approaches to impact assessment in the EU are microeco-

nomic/individual ones. 

Until present, no macroeconomic impact assessment of active labour market policy has been carried 

out. Also, there has been no single systematic approach to assess the effects of ALMPs at the micro-

economic level. Most of the completed assessments in Bulgaria have addressed the measurement 

and the analysis of the gross effects of policies, and until 2014 five net assessments at the individual 

level have been completed. Due to a number of reasons, those net assessments have not followed a 

uniform framework both with respect to policy incidence and target groups encompassed. Respective-

ly, the methodology utilized and the technical results have followed a completely different format. 

Therefore, no direct parallel can be drawn among them either on the basis of the programmes ana-

lysed in the various assessments, or on the basis of the analysed vulnerable groups. Due to this 

technical limitation, the summarization of the microeconomic effects concerning the studied period is 

a challenging task, and thus it requires making some research assumptions. 

4.1.2 Modelling the impact and using the results for future policy design 

The elaboration of analyses of alternative economic policies and of counterfactual scenarios80 

poses specific requirements to the set of tools used to this end. Those requirements arise from the 

fact that when economic agents make decisions or take actions, they take into account the changes in 

the environment which follow from the implementation of alternative policies. Therefore, drawing in-

                                                
80  Under ‘counterfactual scenarios’ generally scenarios which differ to the main one in the following respect are meant: if a 

treatment (an impact) is present in the main scenario, the counterfactual scenario considers a hypothetical situation in 

which it is absent (other things being equal), and vice versa. The treatments can be either phenomena arising in the 

economic system, or economic measures and policies on behalf of the government institutions. 
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ferences concerning the future on the basis of models which are mainly designed to adequately de-

scribe observed data might lead to biased results. For example, relationships established econometri-

cally for past periods might turn out wrong in the future, as the values of the parameters describing 

those relationships can change as a result of the implementation of different economic policies.81 

One of the well-established approaches to overcome this issue is to perform the counterfactual analy-

sis by means of models which explicitly account for the motivation of the various groups of economic 

agents. The latter is achieved through formalizing their goals, the actions they can take, and the con-

straints which they face. From the technical viewpoint, this is implemented through studying the 

agents’ behaviour at the microeconomic level: suitable problems are formulated, then they are solved, 

and therefore the actions undertaken by the economic entities are derived. Introducing appropriate 

microeconomic foundations in the models allows maintaining the consistency of their results in study-

ing changes in the agents’ environment which have not been observed historically. In particular, this 

consistency is also achieved in studies of the effects from the implementation of alternative economic 

policies which have not been used in the past. 

In studies like the current one, which belong to the pronouncedly applied type, the construction of a 

model for the analysis of economic policy which is entirely micro-based is impractical. This follows 

from the impossibility to cover in theoretical models the details of all available objective empirical rela-

tionships and the data that describe them. Thus, in practice hybrid models are being constructed. In 

those models the important aspects concerning the behaviour of economic agents are set a part in a 

separate module where the appropriate macroeconomic problems are formulated and solved. The 

remaining part of the relationships in the economy is modelled by means of standard techniques for 

positive (historical) analysis such as econometric estimation. This approach has been selected for the 

purposes of the current analysis, too. 

From the perspective of the way of handling the time factor, the choice of type of model is determined 

as a minimum by the following considerations: 1) the type of research questions; 2) the character of 

economic processes which have to be taken into consideration in order to find answers to those ques-

tions; 3) the considerations relating to the computational complexity associated with the solution of the 

model. It is clear that the set of problems which are studied plays the leading role in the choice be-

tween a static and a dynamic model, and then comes the determination of the scope of processes 

and phenomena which are of interest in the respective context. The difficulties related to the technical 

implementation constitute a consideration of second-order importance. Nevertheless, the latter cannot 

be entirely neglected, especially in settings in which it is possible that no solution of the model can be 

found. 

4.1.3 Main approaches used in modelling 

Firstly, with a view to the correct account of the behaviour of economic agents which are tar-

geted by economic policy (in the present case – active labour market policies), two basic microeco-

nomic units are considered: households and firms. Those two types of economic agents are deemed 

representative with respect to the two corresponding populations in the national economy. The ap-

proach adopted to model their behaviour can be classified as `theoretical’ as far as relationships and 

functional forms duly derived and established in modern economic theory and the practice of its appli-

cation to historically observed economic processes are used. The numerical values of the parameters 

which characterize the relationships are also derived from theoretical considerations and/or are empir-

ically established on the basis of wide-scale microeconomic studies of human behaviour in many 

countries; this has also inculcated their standardized usage in empirical analysis (in brief, the ap-

proach called ‘calibration’ is used). Correspondingly, the usage of an ‘empirical’ approach based on 

the econometric estimation of behavioural regression equations to model those effects is rejected. 

                                                
81  What is implied is the so-called Lucas critique. For details, cf. Robert Lucas, Jr. (1976), “Econometric Policy Evaluation: 

A Critique,” in: K. Brunner and A. Meltzer (eds.), The Phillips Curve and Labor Markets, Carnegie-Rochester Conference 

Series on Public Policy, Volume 1, pp. 19-46. 
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The substantiation of the latter comes down to the fact that there is a serious risk that the estimated 

parameters and relationships do not match the objectively existing ones. The reason for this lies both 

in the limited sample size (insufficiently long and thorough data series provided by the Bulgarian sta-

tistical authorities) and in the very nature of the econometric equations which are generally construct-

ed on the basis of the aspects of economic structure pertaining to a specified period in the past, and 

which respectively cannot be a correct description of the reactions of this structure in situations which 

have never been observed historically. 

The two groups of economic agents follow optimal behaviour which respectively is manifested in utility 

maximization (utility on its behalf is determined by factors such as consumption and efforts related to 

work, knowledge and skill accumulation, etc.) and maximization of profit resulting from economic ac-

tivities carried out. As a result of this behaviour the demand and supply of labour are formed, as well 

as the values of real wages. As decision making related to optimal behaviour takes into account the 

information concerning not only the past and the present but also the future, those decisions appear 

as dynamic relationships, which in turn implies that this very part of the model features a dynamic 

structure, too. It is assumed that the information used by the economic agents in their decision-

making is both imperfect and incomplete. As a result, unlike in the standard dynamic general equilib-

rium models, the existence of disequilibrium is allowed – in the current setting it concerns the labour 

market, and it is manifested in practice as unemployment. It exactly follows from the impossibility to 

coordinate the actions of households and firms which is determined by the incompleteness of the 

available information. 

The objective impossibility to describe the dynamic aspects of the entire economic system which aris-

es from technical considerations concerning the computational complexity of the model imposes a 

degree of hybridity of the approach from the moment in which the behaviour of economic agents at 

the microeconomic level is described and the effects on labour supply and demand, respectively on 

wages, are estimated. This hybridity relates to the description of the remaining part of the economic 

system, i. e. all economic structures besides the labour market. In this respect, the adopted approach 

boils down to structuring a system of static and dynamic relationships and identities. The equations in 

the system which describe the behaviour of specific macroeconomic variables are econometrically 

estimated using the available statistical information. For the bulk of equations the estimation is carried 

out by means of Bayesian methods which to some extent mitigate the potential problems which can 

arise as a result of the above-mentioned limitations in the available sample size. The results from 

modelling behaviour at the microeconomic level enter this system as input data. The system solution, 

following the described logical pattern, leads to results on the remaining macroeconomic aggregates 

consistent with the labour market state. Since the labour market changes which follow from the im-

plementation or absence of a given policy can be reliably estimated by construction, too, the macroe-

conomic system can also be solved depending on whether the corresponding policy effects are in 

place or are absent. The comparison of the system solution results in case where the policy effects 

are present and in that they are absent allows also estimating the magnitude of those effects. 

In order to estimate the distribution of macroeconomic effects by industries, the model uses tech-

niques which are specifically designed to account for the industrial structure of the national economy. 

In particular, this structure is described using the logic of the input-output framework formalized in the 

so-called Leontief model. As it is evident, this calculation follows logically after the results concerning 

the macroeconomic aggregates are obtained. In other words, the results from the solution of the mac-

roeconomic system are the input data for the industry-level decomposition of effects. A similar line of 

reasoning underlay the construction of the SIBILA model. 

The chosen approach to macroeconomic effects disaggregation by vulnerable groups is using empiri-

cally established (on the basis of the microeconomic estimates obtained so far) structure shares. 
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4.2 Model structure and its main features 

The economic model, which was developed under the current project and which aims at 

measuring the effects of active labour market policies (ALMPs) in the period 2000–2011, consists of 

several interlinked modules. 

The main calculations are performed in the microeconomic module in which the dynamic decisions of 

labour-supplying and human-capital-accumulating households and of the labour-demand-determining 

productive sector of the economy are modelled. The microeconomic module utilizes information on 

the achieved employment and training figures and expenditure amounts under ALMPs. Information 

concerning some macroeconomic variables such as employment, wages, GDP, and other time series 

or isolated observations is also used as input data in order to calibrate the parameters of the model. 

The main results from the solution of the microeconomic module appear as numerical paths contain-

ing the percentage deviations of employment, labour force and wages obtained in the alternative sce-

nario, where the absence of active labour market policies is simulated, from the ones obtained in the 

baseline scenario (the latter being based on the historical values of macroeconomic variables for 

which effects are sought). 

Figure 1: Model Structure 

 

The deviations concerning employment, labour force, and wages obtained in the microeconomic 

model are then transmitted to the remaining macroeconomic variables through the macroeconomic 

component. This module consists of a set of estimated macroeconomic behavioural equations, as 

well as of the main identities of financial programming. Data on the main variables in the real sector, 

the labour market, inflation and the monetary sector, the external and the fiscal sector of Bulgaria are 

used, as well as data on variables representative of external demand and international prices, and 

data on the implementation of ALMPs. The macroeconomic module estimates the impact of active 

labour market policies on GDP, consumption, investment, exports and imports, employment and 

wages by industries, inflation, budget deficit, current account balance, and other variables characteriz-

ing the economic and social development of the country in the period 2000–2011. 

The obtained effects on the main national accounts indicators, as well as on employment and wages, 

are then distributed in the sector module. To this end, the “Supply-Use” tables of NSI for the years 

2000–2005 and 2008–2010, as well as data on employment and wages by industries are used. In this 

module, the effects are disaggregated to the industry level (11 aggregated economic activities). 

In the last module, the obtained impacts on employment are distributed by vulnerable groups of the 

population. The separate model modules are implemented in different software environments as each 

of them has different computational requirements. The microeconomic model is coded in the Python 

programming language which allows the solution of dynamic optimization problems. The macroeco-

nomic and the sector modules are built using the Gekko application which is a simulation environment 

designed for time series processing and large-scale econometric models simulation. The statistical 

estimation of the macroeconomic behavioural relationships is carried out by means of Bayesian 
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methods in R. The disaggregation by vulnerable groups is implemented in a standard spreadsheet 

application. 

The software applications which are used are either available by default in government administration 

(spreadsheets), or are free-of-charge and/or open-source, and their features are described in detail in 

the Inception Report where the option for software implementation of the impact assessment of active 

labour market policies in Bulgaria adopted by the Contractor is substantiated. 

4.3 Technical specification of the model: equations, parameters, as-

sumptions, and limitations 

4.3.1 Microeconomic module for measurement of active labour market policies 

effects on labour supply and demand 

This part presents the microeconomic model which contains the description of decisions and 

responses of economic agents with respect to key labour market parameters. The main goal of the 

module is to describe the way in which active labour market policies affect the behaviour of house-

holds and of the economy’s productive sector.82 The setup of the respective problems is oriented to-

wards the measurement of the effects of active labour market policies on labour demand and supply. 

It takes into account the fact that due to various reasons (wage rigidity, incompleteness of the infor-

mation that economic agents have, transaction costs, etc.) labour market processes are intrinsically 

disequilibrium ones. This means that demand does not equal supply, and as a result unemployment 

emerges. 

In accordance with the principle of building a structure containing an element of disequilibrium, in the 

current setting households and firms form their plans in an incomplete-information environment. This 

feature is formalized through the imposition of an assumption that the respective groups of economic 

entities do not have information on the complete model structure. Thus, their plans are only partially 

realized which leads to discrepancies between the demanded and supplied quantities.83 

Besides incomplete information possessed by the agents, a disequilibrium factor in the model is also 

the nominal-wage-setting mechanism in the economy. In the current setup, the real wage is charac-

terized with some elements of inflexibility which stem from institutional specifics (e. g. legally defined 

nominal-wage-setting mechanism only partially takes account of supply and demand, there are collec-

tive bargaining effects in some industries, etc.), from purely psychological factors, etc. 

On the firms’ part, an additional factor for the presence of labour demand inflexibility are the transac-

tion costs related to hiring or laying off staff (they include money expenditure and the opportunity cost 

of invested time and efforts). 

The main mechanisms of interaction among the economic agents in the module are presented in the 

following diagram: 

                                                
82  Using the established conventions, for the sake of brevity we will use the term "firms" to denote the productive sector 

which includes entities belonging either to the private or to the public sector. 

83  In this respect the structure differs from the one found in standard rational expectations models where economic agents 

have complete knowledge of the economy’s model, as a result of which their forecasts on the future do not 

systematically differ from actual outcomes. In this way, supply and demand equal each other, and the potential forecast 

errors lead only to super-short-term disequilibria which are quickly eliminated and in general do not cause involuntary 

but only frictional unemployment. 
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Figure 2: Microeconomic module scheme 

 

The corresponding microeconomic problems in this part are formulated in real terms. This allows 

highlighting the effects from the various active policies on the quantitative variables and on price 

measures corrected for nominal effects (real prices). At the same time, in order to achieve a more 

realistic description of the dynamics of a richer set of macroeconomic variables, the remaining parts of 

the model present also the changes of nominal variables. 

In the mathematical formulation of the model below the following conventions of notation are used. 

The superscript   denotes the agents’ planned values of the respective variables. The actual out-

comes of the values of the variables are denoted by the superscript  . The superscripts   and   are 

used to denote respectively supplied and demanded quantities. 

In order to obtain estimates of the effects of government-budget-financed active labour market poli-

cies, two scenarios are elaborated. In the first (baseline) scenario the model is calibrated using histor-

ical data on main economic variables and active policies concerning the period of interest. With the 

so-calibrated module, the alternative scenario (henceforth called also the simulation scenario) con-

sists in excluding the government-budget-financed part of active labour market policies. After the 

module is solved and simulated for each of the scenarios, the differences of the simulation scenario 

results from the baseline ones are calculated. The deviations of selected variables are then passed to 

the other modules in order to estimate the policy effects on a broader range of social and economic 

indicators. 

 Model formulation and solution 

 Households 

The households in the model maximize the following utility functional: 

∑

   

   

  (
   

 
    

   
   

   
   

     

    
   

   
   

     

    
)   

     
   

 
     

    
     

   
 
     

    
  (1) 

FIRMS HOUSEHOLDS 

Preliminary plans 

for labour supply, 

qualification, and 

consumption  

Revised plans for 

labour supply, 

qualification, and 

consumption 

Employment, 

incomes, and 

consumption out-

comes 

Preliminary plans 

for output and 

labour demand 

Revised plans for 

output and labour 

demand 

Output and la-

bour hiring out-

comes 

Wage determina-

tion 

Determination of 

employment and 

unemployment 

outcomes 

Institutional and 

exogenous factors 

A
C

T
IV

E
 L

A
B

O
U

R
 M

A
R

K
E

T
 P

O
L

IC
IE

S
 



101 

where   is the planning horizon,   is real consumption,    are the efforts directed towards human 

capital accumulation,    are the work efforts besides those under active policies84, and   and   are 

respectively the real assets and human capital of households. Maximization is carried out with respect 

to the  ,    and    variables. The parameter         is a discount factor which accounts for the 

rate of decrease of instantaneous utility between consecutive time periods. The parameters  ,    and 

   are positive; they can be used to control the rate of change of marginal utility for the respective 

variable. An analogous role is played by the parameters      and     . The parameters 

              are scaling coefficients which measure the relative importance of the respective 

components of total utility. 

Household assets change in time according to the following equation: 
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where   is the real interest rate,   is the real wage rate of persons who are employed besides the 

one induced by active policies,    are work efforts (employment) induced by active policies, and  ̄ is 

the wage of persons employed under programmes and measures. The real interest rate and the wag-

es are exogenous to households. The supply of effective labour    is defined as: 
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The latter relationship reflects the fact that the effective quantity of labour supplied in the economy 

depends both on the quantity of labour supplied as desired employment (number of hours worked) 

and the quality of a labour unit measured by means of workers’ skills, i. e. their human capital. 

Human capital dynamics in the model is reflected in the following equation: 
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The variable    measures the effects on human capital stemming from implemented government 

policies for raising the qualification of the labour force. The parameter          is the analogue of 

the depreciation coefficient in the standard capital accumulation equations and can be interpreted as 

the speed of deskilling in the absence of efforts to train or maintain the skills level and work habits. 

Through the parameters               measurement is made of how a unit of the respective effort 

type is reflected in the quantity of human capital. 

The household problem is solved by maximizing the utility functional (1) with respect to the corre-

sponding variables under constraints (2) and (4). To this end, the following Hamiltonian is construct-

ed: 
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The necessary conditions for optimality are exhibited below. The ones relating to the state variables in 

the model (  
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) are respectively: 
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84  This can also be interpreted as employment different from the one induced by active policies. 
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The necessary conditions relating to the control variables in the model (  
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The solution of the model must also satisfy the following transversality conditions: 
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To sum up, the above-specified formulation of the household problem allows to model simultaneously 

or separately the effects of the following types of active labour market policies: 

 Effects from active policies creating additional employment (the    variable). Those effects 

are manifested directly as incomes through equation (2), and indirectly, under the support to 

human capital formation, as work habits maintenance and accumulation of additional expe-

rience through equation (4); 

 Effects from changes in remuneration under active policies employment (the  ̄ variable). 

They affect only household incomes and are manifested through equation (2); 

 Effects from trainings financed under active policies (the    variable). Those effects affect 

human capital and are manifested through equation (4). 

 Firms 

The firms in the economy aim to maximize their profits; they use a production technology with con-

stant elasticity of substitution: 
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where   denotes the capital stock in the economy, the variable   has the meaning of effective labour 

used in production, and   denotes the level of technological development. The parameter          

specifies the relative weight of capital in production, and the parameter      controls the rate of 

substitutability of production factors and can be different for different periods, which allows a more 

realistic calibration of the model. Capital and technological development are taken as exogenous by 

firms: they rent the available capital stock and pay in return a rent price which equals the real interest 

rate  . In a setting like the current one the costs of renting capital are fixed for the respective period 

from the standpoint of the firm. This allows focusing on the decisions concerning the labour market. 

Technological progress can be described by the following equation: 

                   (6) 

where    is the rate of change of   between periods   and    , and   denotes the effects from poli-

cies directly affecting productivity (e. g. policies stimulating entrepreneurship). As far as technological 

development is an unobservable quantity, the standard practice is to calculate it as an appropriately 

defined residual, by using the available data on the remaining terms of (5). 

Firm profits are defined as: 
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Each firm maximizes its profits with respect to the quantity of effective labour  . The values planned 

by the firm are denoted by   
 
,   

 
 and   

 , and the actual outcomes – respectively by   
 ,   

  and   
 . 

According to the above definition of the firm profits, there are transaction costs related to changes in 

the quantity of labour demanded. Those transaction costs depend on the deviation of the quantity of 

labour demanded from a given established level  ̃, their amount is determined by the parameter    

and it can change between the different simulation periods. 

The solution of the firm’s problem is given by: 
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i. e.: 
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which represents a modified labour demand function. 

The setup of the firm problem allows modelling effects from active labour market policies related to 

stimulating initiative and entrepreneurship in the economy (the    variable). 

 Solving the microeconomic module 

The basic sequence of actions of economic agents within one model period is as follows: 

 Starting from the current values of real assets and human capital, agents make preliminary 

plans for   periods ahead in time while they take into account the expected development of 

a part of the model variables (interest rates, wages, government active labour market poli-

cies). When making those plans, households have no information on firms’ decision and 

vice versa; 
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 On the basis of the preliminary plans, the wage for the corresponding period is set. Wage 

setting is implemented by means of a modified Nash bargaining scheme85, in which potential 

asymmetries in the bargaining power of negotiating sides is taken into account; 

 The agents learn the wage levels set in the previous step and on these grounds revise their 

preliminary plans. The revised plans determine labour demand and supply for the respective 

period; 

 Labour demand and supply are juxtaposed to determine the actual level of employment for 

the period (under standard conditions, for which the model is calibrated, labour supply ex-

ceeds labour demand, and thus unemployment emerges); 

 Depending on the actual employment outcome, households receive incomes which differ 

from the planned; they adjust their consumption so that the consumption outcome equals 

the planned share of consumption in income, expressed as a percentage, multiplied by the 

actual income. The human capital accumulation efforts do not differ from their planned lev-

els; 

 Using the obtained actual values of variables, the values of real assets and human capital 

for the following period are calculated. 

In each step in time, the household problem is solved again, and only the part of the solution pertain-

ing to the current period turns into an outcome, with the corresponding adjustments, while the remain-

ing part constitutes plans which are not fulfilled as a rule. 

The wage setting in step 2) above is implemented through the usage of a modified Nash bargaining 

scheme with the following objective function: 

                 
        

      

where        is an abbreviated notation of the chosen production function (5), and the parameter    

measures the bargaining power of the firm in the negotiation process86. The real wage is determined 

via the maximization of the function   under the assumption of fixed quantities of capital and labour. 

We have (dropping time subscripts to make notation easier to read): 

  

  
                                                         

i. e.:  

                                        

The non-trivial solution to the latter equation is provided by the relationship:  

        
      

 
  (9) 

which can be interpreted as distributing the output produced by a worker between an employer and 

an employee in proportions defined by the parameter  . It is precisely this relationship that is used to 

set the real wage in the model. 

Formally, the effective employment outcome in step 4) is determined according to the formula: 

                                                
85  For details, see for example Binmore, Rubinstein and Wolinsky (1986). 

86  Bargaining power is a term which is well-established in literature, therefore it is also used in the current setting. 

However, it is worth noting that the applicability of the above scheme runs significantly beyond standard bargaining 

situations, and the parameter    may be used to measure the influence of a rich set of factors including legal 

frameworks, institutional features, established informal practices and traditions, psychological attitudes, etc. In particular, 

the Nash bargaining scheme is applicable also to modelling situations where wage bargaining between workers and 

employers in the classical sense of the term is completely missing. 
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Then: 
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In step 5) actual consumption is determined by applying the formula: 

  
  

  
 

  
   

   

where   denotes the received labour income for which the following holds true: 
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)
  

  ̄   
          

Step 6) is a direct application of equations (2) and (4) which utilizes the actual values of the corre-

sponding variables. 

4.3.2 Macroeconomic module for measurement of the impact of active measures 

on other social and economic variables 

The macroeconomic component of the model for active labour market policy impact assess-

ment includes four main sectors: real sector, fiscal sector, external sector, and monetary sector. Each 

of those sectors is described by means of relationships including endogenous (obtained as module 

solutions) and exogenous (external to the module) variables. The exogenous variables themselves 

can be two types. Variables obtained as a result of the microeconomic simulations are the first type. 

Variables describing processes which are external to the economy of Bulgaria are the second type. 

The structure of the four sectors, as well as the assumptions on the external environment, is consid-

ered in detail below. 

 Real sector 

The real sector in the model is described by means of national account identities, as well as 

using estimated macroeconomic behavioural equations. The main identity which is satisfied both at 

constant and at current prices relates to the equilibrium between output and income, and is imple-

mented through the definition of GDP by final use expenditure, i. e.: 

                                              

where    denotes GDP at constant prices at time  ,    denotes private consumption,    – government 

consumption,    – gross fixed capital formations,    – change in inventories,     – exports of goods 

and services , and     – imports of goods and services. 

Private consumption is defined as the sum of individual consumption of households and NPISHs, and 

public consumption – as the sum of individual and collective consumption of government. The change 

in inventories is calculated as the difference between GDP at constant prices and the sum of the re-

maining GDP components. 

The identity describing the GDP definition by final use expenditure is satisfied at current prices where 

the index ‘  ’ denotes the respective indicators at current prices: 
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The relationship between the GDP components at constant prices and the ones at current prices is 

provided through the deflators of each component. The indicators at current prices are modelled by 

means of the behavioural equations described below; they are transformed beforehand by taking nat-

ural logarithms and first-differencing87 so that an approximation of their growth rate is obtained. 

The change in private consumption is estimated as a function of the change of money supply    and 

employment   . The relationship of consumption with both variables is positive: 

                                                      

The dynamics of investments in the economy is modelled as a function of the economic activity in the 

country, measured by GDP, and of external demand, measured by EU’s GDP, where the latter is tak-

en with a lag of one year. The coefficients before both explanatory variables are greater than one 

which confirms the highly volatile nature of investments. 

                                                         

The change of imports of goods and services is explained using variables describing external demand 

and the international economic situation. Specifically they are the change in international trade 

        , the dynamics of international prices of foods and industrial goods                and the 

negative of the international oil price         .  

In the exports of goods and services equation a dummy variable,          , is added, in order to 

capture the break in the exports series which follows from the fact that only the 2005 data is revised 

according to the “Supply-Use” table methodology. With the latest revision of national accounts, which 

accompanied the transition to ESA 2010 those differences were eliminated to some extent; neverthe-

less, since the dummy variable           still shows a significant effect on the changes of exports, 

it is kept in the equation. 

                                                                           

                                  

The estimated parameters of the equation show that the dynamics of exports follows closely the inter-

national developments (the coefficients before the change of international trade and that of the inter-

national prices of foods and industrial goods are close to one). 

While exports are modelled as a function of variables measuring the international developments, for 

the dynamics of imports a significant relationship is established with all components of domestic de-

mand and exports.88 According to the obtained estimates, imports are most sensitive to domestic 

consumption, and the coefficient of dependence of import dynamics on the changes of consumption is 

even greater than one. 

                                                                          

The changes of inventories are exogenous to the model. Public consumption is defined as a constant 

share of current expenditure of the consolidated budget           which are deflated by the annual 

average change in the consumer prices in the country,          : 

                            

                                                
87  dlog denotes the first difference of the natural logarithm of variables. 

88  The presence of exports as an explanatory variable in this equation owes to the fact that a significant part of imports is 

intended for exporting after being processed, and not for the domestic market. 



107 

Figure 3: Macroeconomic module 
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The annual average inflation is estimated as a function of the dynamics of domestic consumption and 

the international oil price. The equation describing the changes in consumer prices includes also the 

one-year lag of the inflation. The high value of the estimate of the parameter before the autoregres-

sive component (approximately 0.7) shows that there is a substantial momentum in price dynamics.  

               

                                                                  

                

The end-of-year inflation           is also endogenous to the model. It is determined by the annual 

average inflation, to which a coefficient giving the seasonal weight of December vis-à-vis the annual 

average change in prices is applied. 

 Fiscal sector 

In the structure of this sector government expenditure is taken as exogenous, and revenues 

are modelled as a product of computed effective tax rates and the corresponding tax bases. The fol-

lowing tax bases are used by individual items of expenditure: 

Profit tax Gross operating surplus from the Generation of Income Ac-

count  

(calculated as the difference between GVA, the compensa-

tion of employees, and taxes less subsidies on production) 

Personal income tax Compensation of employees from the Generation of Income 

Account 

(calculated on the basis of employment figures and wages) Social security and healthcare contribu-

tions 

Value-added tax Consumption 

(calculated as the sum of private and public consumption) 
Excises and road fees 

Duties and customs fees 

Other tax revenues GDP at current prices 

Non-tax revenues 

 

The budget deficit is calculated as the difference between estimated revenues and budget expendi-

ture. It is used to obtain the size of the fiscal reserve, while public debt is taken exogenously. 

 External sector 

Modelling the external sector is implemented using information from both the real and the 

budget sectors. The current account balance is obtained based on the estimated values of exports 

and imports at current prices from the national accounts, while exports and imports of services, in-

come, and current transfers are taken exogenously. The capital and the financial accounts are practi-

cally exogenous, and the changes of BNB’s international reserves and gross national debt are ob-

tained as resulting from the dynamics of the current, capital, and financial accounts. 

 Monetary sector 

The monetary sector is modelled on the basis of the structure of the balance of BNB’s Issue 

Department and monetary survey. On the liability side of the Issue Department the change of foreign-

exchange reserves is taken from the balance of payments. The government deposit is estimated as a 

constant share of the fiscal reserve. The liabilities to other depositors and the Banking Department 

deposit are, on their part, estimated as constant shares of BNB’s reserve. The liabilities to banks, 
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           , are, on their part, estimated as a function of BNB’s international reserves and the do-

mestic inflation. 

                                                                       

Thus, the notes and coins in circulation are obtained as a result of the total amount of BNB’s foreign-

exchange reserves and the total of liabilities to banks, liabilities to government and to government 

budget institutions        , liabilities to other depositors            and the Banking Department 

deposit         . 

                                                            

From the monetary survey, the change of money supply is econometrically estimated as a function of 

changes in GDP at current prices. Thus, through the coefficient before     , an estimate of the 

change in money velocity is obtained. 

                                    

Net foreign assets      are calculated using the change in BNB’s international reserves and the net 

foreign assets of commercial banks from the balance of payments. The changes in claims on the 

government sector         are calculated using the budget deficit outcomes. Respectively, other net 

domestic assets,          , are taken as a fixed share of the amount of domestic credit (public and 

private), and long-term liabilities of monetary financial institutions,         – as a share of money sup-

ply   . Finally, credit to the non-government sector is calculated using the following identity: 

                                           

4.3.3 Module for sectoral decomposition of model effects 

In the policy effects disaggregation, the uneven distribution of employment by economic activi-

ties and the incomplete sectoral coverage of ALMPs should be taken into account. Therefore, the 

model includes a separate sector module which aims at distributing the effects estimated for the na-

tional level to the individual industry level. 

The available data do not allow constructing production functions for each individual industry in the 

economy, which in turn limits the possibilities to model the goods and services supply of each one of 

them. With a view to overcome those difficulties, in the elaborated module the industry-level effects 

are measured by means of an input-output framework.89 The advantages of this approach are in the 

consistency of the obtained distributions, in its simplicity, and in the possibility to use it for the estima-

tion of scenarios including alternative economic policies. 

For the purposes of the current ALMPs impact, the industries and the products in the economy are 

summarized in 11 groups as follows: 

B Mining and quarrying 

C Manufacturing 

D_E Electricity, gas, steam and air conditioning supply; Water collection, treatment and supply 

F Construction 

G_I 

Wholesale and retail trade and repair of motor vehicles and motorcycles; Transportation and stor-

age; Warehousing and support activities for transportation; Postal and courier activities; Accom-

modation and food service activities 

                                                
89

  This approach is coined by W. Leontief; its main goal is to describe the input-output balance in a given economy by 

means of a system of linear equations. 
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J Information and communication 

K Financial and insurance activities 

L Real estate activities 

M_N Professional, scientific and technical activities; Administrative and support service activities 

O_Q 
Public administration and defence; compulsory social security; Education; Human health and so-

cial work activities; 

A, R_U Other 

 

On the basis of a thorough review of the design and scope of the programmes and measures fi-

nanced under ALMPs, the shares of the economic industries in the ALMP-induced employment are 

determined; they are in turn used for the industry-level decomposition of the estimated effects on em-

ployment. Thus, if employment in period   in industry   is     , then: 

               , for   [                                 ]. 

where        represent the corresponding shares. 

On the next step, already calculated effects on labour demand are translated into sectoral gross value 

added      , taking into account the labour productivity         in each of the defined economic in-

dustries: 

                   

Those estimated effects are then distributed to all major macroeconomic variables through the Sup-

ply-Use tables of NSI. More specifically, the annual supply and use tables for the sub-periods 2000–

2005 and 2008–2010 are used. The supply table (or the production table) describes the way in which 

the aggregate supply    for the overall economy is formed. In modelling supply, an explicit distinction 

is made between economic activities and the products (goods or services) that they generate as out-

puts. For each industry, a unit of economic activity leads to the production of a certain quantity of 

products, the bulk of which directly match the corresponding industry, but it is possible that there is 

auxiliary production which is in general extraneous to the industry. For example, the economic activi-

ties in the food-processing industry produce mainly foods, but there can also be auxiliary agricultural 

production. In other words, it is possible that an industry produces several types of goods and ser-

vices, as well as a specific good or service can be produced by several industries. 

 

 Output  Imports  Trade and 

transport margins  

Taxes less subsidies 

on production 

Total supply 

Industry   

Product    Technology matrix 

         

               

     at basic prices     

 

From the table above it is evident that the economy’s total supply    of product   represents a sum of 

the quantities of the respective product produced in all industries and imports, while all trade and 

transport margins and net taxes on production are also taken into account.  

The supply table also allows estimating the technical coefficients of the production of product   by 

industry   in the economy: 

       ∑                  
 
   , 

as well as the distribution of imports by products: 
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In order to establish the linkage of gross value added to gross output, as well as to the components of 

final demand, information on the economy’s structure from the use table is taken into account too. It 

describes the total use of product   in the economy as a sum of the intermediate consumption of that 

product in each industry’s production, its final consumption    , its use for making investments or in-

ventory accumulation     , and the exported quantity of it    . 

 Consumption  Final consump-

tion  

Gross capital 

formation  

Exports Use, total 

Industry j  

Product   Intermediate consumption   

          

                

GVA Gross value added   
    

     at basic prices     

Based on the use table, the structure of intermediate consumption is obtained, as follows:  

     ∑                     

 

   

 

From the same table the gross output by industry   is also obtained as the sum of gross value added 

and intermediate consumption: 

                

The use table is also employed to compute coefficients defining the distribution of the components of 

final demand: for final consumption             , for gross capital formation               and for 

exports      by products and years: 

                                    

                          

                  

Having in mind that total supply in the economy equals total use, it follows that: 

                                           

In the latter equation     denotes transport and trade margins, and     denotes net taxes (taxes less 

subsidies) on products (   ) which have to be added to supply at basic prices so that supply at market 

prices is obtained and that it equals final demand. 

4.3.4  Module for tracing the effects on active measures on vulnerable groups 

 Possibilities to simulate the effects by individual programmes using the microeconomic 

module 

From the technical viewpoint it is possible to use the model to simulate the influence of indi-

vidual programmes on the economic variables. Such applications however could lead to results which 

are of low informational value or are misleading. This in turn bears serious risks of a misleading inter-

pretation and incorrect conclusions on the role of the different programmes. The reason for the limited 

applicability with respect to the influence of different programmes is that in order to trace the macroe-

conomic effects, in the microeconomic module changes in employment and in the number of persons 

who pass training under active policies are included as an aggregate –increases in employment or in 

the training of a specified number of persons have uniform effects. The approach selected for the mi-

croeconomic module is better suited to the purposes of feeding into the macroeconomic module 

where, according to the established practice, aggregate variables are used by definition. Therefore, 

no practical differentiation among the effects from different policies, each of which has a bigger or a 
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smaller funding and a specific function, can be made. For example, using the microeconomic module 

for the case of a programme covering a relatively small number of persons employed under it would 

mechanically lead to small effects on the model variables despite the fact that the programme might 

be targeted to an important vulnerable group and its importance might not be a function of the em-

ployment figures only. The formal modelling of the effects of such a set of programmes could be im-

plemented through the usage of a specialized module oriented towards measuring the specific as-

pects of programmes’ impact on selected indicators of social and economic development and/or tar-

get groups. In this situation it is recommended and/or indispensable that the study of effects includes 

additional analytical tools which are not based on formal mathematical methods and economic theory. 

 Tracing the influence on the major vulnerable groups in the labour market based on microe-

conomic net impacts 

In the present auxiliary module a logical framework for approximate tracing of ALMPs impacts 

on vulnerable groups in the labour market is constructed. The main vulnerable groups considered 

here are: 

 Unemployed youth up to the age of 29; 

 Unemployed persons over 50 years old; 

 Unemployed persons having no qualification and specialization (persons included in literacy 

programmes and persons having low level of education); 

 Long-term unemployed persons; 

 Permanently disabled persons. 

 Input data and calculation method 

The input data in the module are as follows: 

 Processed primary information of the Employment Agency on participants by vulnerable 

groups in the labour market in the individual programmes for the period under consideration; 

 Processed information from the reports containing the ALMPs net impact assessments at 

the microeconomic level carried out until presently; 

 The results from the microeconomic module of the model; 

 The data on the profile of registered unemployed persons published in the monthly bulletin 

of the Employment Agency. 

As far as the effects from the ALMPs net impact are concerned, for the periods for which there are 

microeconomic calculations obtained as the result of past assessments, they are readily adopted and 

applied to the input data to calculated the results sought. Unfortunately, those microeconomic as-

sessments do not fully cover all years in the period 2000–2011. Moreover, for two of the vulnerable 

groups (long-term unemployed and permanently disabled persons) there are net impact assessment 

for only two years per group for the period mentioned. 

In principle, in case there is relative homogenity of the dynamics of the computed effects by vulnera-

ble groups, the missing observations can be estimated using approximations following the dynamics 

of variables for which there are available observations. In the present case, however, such homoge-

neity is not available. For example, in the unemployed youth at the age up to 29 years group the de-

crease of the value of the net effect in 2008 and the following years compared to the value in 2007 is 

relatively smooth while in the unemployed persons over 50 years old group it is quite abrupt. There-

fore, in the present case, in order to obtain approximate values of the missing observations, simple 

linear interpolation formalized with the following formula is used: 

 ̂       
 

   
     

where  ̂  is the missing observation for the period  ,      and      are the available observations, 

respectively for periods     and    , and   is the number of periods in between for which there are 
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missing observations. The calculations are made recursively starting from the first chronologically 

missing observation. 

This approach is however applicable only in the cases in which there is at least one available obser-

vation at both the left and the right side of the interval of missing observations. In the cases in which 

this is not true (relates for all groups for the period 2003–2004; for the permanently disabled persons 

this period also includes the years 2005 and 2006; the same is true for the long-term unemployed 

persons in the period 2008–2011), completely ad hoc techniques have to be used. For the period 

2003-2006, the issue is addressed with respect to the corresponding variables by imposing the so-

called naïve backward forecasts,90 in which recursively, starting from the latest chronologically miss-

ing observation, the following formula is applied: 

 ̂       

With respect to the period 2008–2011 the missing observations for long-term unemployed persons, 

they are imputed by means of averaging the effects from the remaining four programmes. 

To calculate the number of persons for which lasting employment is achieved after the completion of 

the respective intervention (    ), the calculation which is made is as follows: 

              

where     is the calculated net effect in percentage terms,      is the total number of persons subject 

to the corresponding intervention, and   indexes the individual vulnerable groups. 

The latter calculations are also applied to compute the impact of the identified significant measures 

and programmes on the vulnerable groups. 

4.3.5 Software implementation of the model 

The team’s research demonstrated that it is not possible to make all calculations using a single 

software application, therefore several products need to be used: one for statistical calculations, one 

for mathematical optimization, and one of building a macroeconomic module for impact assessment. 

In selecting the software environment for model implementation, the following factors are taken into 

account:  

 Cost; 

 Speed of development of the model code base; 

 Speed of execution of the final model; 

 Accessibility of the final code of the model (efforts necessary to read and modify the code); 

 Availability of developed functionality to process data, mathematical methods and statistical 

procedures. 

The simultaneous combination of desired characteristics by all the listed requirements above is prac-

tically impossible. Languages such as C++ offer very high speed of execution but developing applica-

tions with them is time-consuming, and reading and modifying the written code is often difficult and 

slow. On the other hand, commercial products such as Matlab offer rich functionality and relatively 

accessible options for development, but the price of the platform, together with the price of the addi-

tional modules for specialized tasks execution might create substantial obstacles to the accessibility 

and circulation of an already built model. 

The used software products are either available by default in government administration (spread-

sheets), or are free-of-charge and/or open-source. The mathematical techniques and the econometric 

                                                
90  See for example http://en.wikipedia.org/wiki/Forecasting#Na.C3.AFve_approach and the references therein. 

http://en.wikipedia.org/wiki/Forecasting#Na.C3.AFve_approach
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estimations which are implemented in the course of model development include the following applica-

tions: R, Gekko, and Python. 

From the perspective of the above requirements, Python offers a balanced combination of 

execution speed, speed of development, and available functionality – all free-of-charge 

and open-source. It is a popular choice for scientific computations and for the implemen-

tation of applications requiring computationally-intensive data processing. The program-

ming language is characterized with a compact and easy to learn syntax, high speed of development, 

and a rich set of libraries (modules) implementing various types of functionality (matrix algebra, opti-

mization, statistical and econometric functions, data processing, symbolic calculations). Python is an 

interpreted91 language, which from the practical standpoint means that the process of application de-

velopment and testing is interactive, which comes at the price of losing some speed of execution. The 

latter characteristic might turn into a deficiency of the language under certain circumstances. This 

disadvantage can, if needed, be partially compensated with the usage of compilation options or paral-

lelizing a part of the computations if suitable hardware is available. 

The other software product which is used is Gekko, which is also released as open-

source. It represents an open-source simulation system intended for time series pro-

cessing and the simulation of large-scale econometric or energy models92. Gekko is used 

to solve large-scale macroeconomic models such as the ADAM model, which is used by 

the macroeconomic modelling unit of Statistics Denmark (ADAM has about 3600 equations). Gekko is 

also used by the Copenhagen University within the framework of a macroeconomic planning course. 

Together with all remaining features, Gekko includes solvers using numerical methods of the Newton 

and Gauss-Seidel type, charting capabilities, integration with Microsoft Excel, a help system, etc. 

Gekko is characterized with a number of features which are convenient for macroeconomic modelling: 

there are defined objects such as databanks, time series, etc., which facilitate modelling work. There 

is an option to specify different frequencies of time series (monthly, quarterly, annual, or undated). By 

default, when a new model file is created, two types of databanks are defined: a base and a work one. 

The former is most often used as the reference point when comparisons of different scenarios are 

made. The changed values of variables which are obtained as a result of the altered assumptions of 

the model are written in the work databank. 

In Gekko models are written as a set of equations, and the endogenous variables stand in the left-

hand sides of the equations. The software allows also a number of manual settings, e. g. to define an 

endogenous variable as exogenous and fix its values, to use the so-called add factors, etc. Besides 

data import from a number of file formats, the software allows exporting the results to spreadsheet or 

to text files (Excel, Word, etc.). 

The third major software application used in modelling is R. It is a free programming lan-

guage and a software environment for statistical computations and graphing. R is one of the 

most preferred applications worldwide for statistical data analysis, and its popularity has 

increased significantly in the recent years. The software is freely available under the GNU 

General Public License, and precompiled binaries are offered for various operating systems. R uses a 

command line as its interface but there are already some graphical user interfaces, too. 

R offers a large variety of statistical and graphical techniques, including linear and nonlinear model-

ling, statistical tests, time series analysis, cluster analysis, etc. R can be easily complemented with 

functions and packages, and the R community is very active in developing and sharing packages for 

the implementation of various statistical and other studies. 

                                                
91

 The other main type of languages are the so-called compiled languages such as C++, in which there is a one-time transla-

tion of the code to machine language, and after that the programme is executed much faster. 
92

See http://www.t-t.dk/gekko . 

http://www.t-t.dk/gekko
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4.3.6 Model validation and analysis of sensitivity 

Model validation and the corresponding analysis of sensitivity of results are carried out con-

stantly throughout the work on construction, calibration, and estimation of the different modules. The 

main steps taken to validate the model are as follows: 

1) Checks for compliance of the parameter values of the microeconomic module with the ones 

established in literature. 

2) Checks whether the optimality conditions in the microeconomic module are satisfied with the 

aid of a separately developed procedure. 

3) Examination of a version of the model with an infinite horizon in order to determine the influ-

ence of the assumption for a finite planning horizon in the microeconomic module. 

4) Checks of the results from the procedures used to calibrate parameters in the microeconom-

ic module. 

5) Econometric testing and examination of the explanatory power of the equations in the mac-

roeconomic module estimated with classical methods. 

6) Checks for theoretical compliance of the prior distributions of the parameters in the equa-

tions in the macroeconomic module estimated with Bayesian methods. 

7) Checks whether the results of the macroeconomic module satisfy the main macroeconomic 

identities. 

8) Analysis of sensitivity of the model results with respect to parameter values and parameter 

value adjustments in case there are excessive responses in some variables. 

 

HIGHLIGHTS 

 The model developed for the purposes of the current assessment is a hybrid one, which includes both rela-

tionships and mechanisms compliant with economic theory and econometrically estimated relationships 

based on trends and dependencies observed for Bulgaria. 

 The model has four interlinked modules: 

 Microeconomic module 

 An optimization model explicitly accounting for the motivation of economic agents;  

 Assesses ALMPs effects on labour market variables. 

 Macroeconomic module 

 A macroeconometric model based on macroeconomic relationships estimated with 

Bayesian methods, and identities; 

 Transmits the estimated effects for the labour market to the remaining sectors of the 

economy. 

 Module for industry-level decomposition of ALMPs effects 

 Based on NSI’s supply and use tables (input-output); 

 Distributes the estimated aggregate effects by industries in the economy. 

 Module for assessment of the ALMPs impact on vulnerable groups 

 Developed on the basis of effects obtained from the remaining modules and from other 

studies of the ALMP impact; 

 Estimates the ALMPs effects on individual vulnerable groups in the labour market.  
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5. Net impact of the active labour market policy  

5.1 Net effects evaluated on the basis of the model developed  

5.1.1 Effects of the active labour market policy on the macroeconomic devel-

opment of the country during the period 2000-2011  

According to the selected modelling approach and the structural relations described in detail, 

the macroeconomic module has been solved under two scenarios. One of the scenarios simulated 

absence of active labour market policies and other – their existence. As stated in the rationale for the 

selection of modelling framework, the differences between the values of the results in both scenarios 

can legitimately be regarded as estimations of the magnitude of the policy effects. 

The input data for the macroeconomic module is the results generated by the solution of the microe-

conomic module under the same two scenarios. After aggregation, the results concerning the labour 

market in the country are obtained first. Subsequently, the effects on the other macroeconomic values 

are estimated. 

As regards labour force which is identical to the labour supply, the calculated effects show a clear 

positive impact of the ALMPs. Generally, these results are interpreted as creation of incentives for 

individuals outside the labour force to participate in the labour market, i.e. to look for work or to effec-

tively perform one. The existence of this activating effect can be considered as one of the most suc-

cessful results of the policy as far as it promotes the social inclusion of the targeted persons as a sec-

ondary effect. The effects were greatest during the period 2002-2007 which conforms to the general 

trends of economic expansion. Furthermore, these effects reinforce further the similar autonomous 

effects that have been endogenously generated on the labour market. The extent of the effects is di-

rectly correlated to the amount of the funds spent and the scope of the policies. 

 

Fig. 5-1: Effect of the ALMPs on labour supply 

  
Source: own calculations 

The impacts on the effective employment (labour demand) are even stronger in percentage terms and 

their size in relative terms is greatest during the years when the most significant impact on labour 

supply is observed. Subsidized employment, together with the other ALMPs, results in extensive re-

cruitment of workers since the respective costs are not borne by the employers. This is due to the fact 

that these costs do not play a restrictive role in the decision-making mechanism concerning the vol-

ume of investment activity and production. Furthermore, there might be missed opportunities if the 

production is not expanded under the favourable conditions provided for labour recruitment. 
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Fig. 5-2: Effect of the ALMPs on labour demand 

  
Source: own calculations 

The combination of effects on the labour demand and supply entail findings regarding both the num-

ber of unemployed persons and the unemployment rate in the country. Throughout the period under 

consideration, from 2000 to 2011, the number of the unemployed persons has been continuously de-

creasing, the percentage of decrease being around and above 4%, with exception of the beginning 

and the end of the period. As this result implies certain conditionalities in the interpretation, it is more 

relevant to consider the effects on the unemployment rate. The latter has also been decreasing but, 

as evident from the figure, the effects are more closely in line with the scope and funding of the 

ALMPs. The decrease of this indicator is greatest during the years of economic expansion and boom, 

whereas the effects are more modest in the years of recession due to the highly reduced budget re-

sources. More generally, taking into account that all values are very low regardless of the period, the 

policy impact during the years when the values have been relatively higher should not be overesti-

mated. 

Fig. 5-3: Effect of the ALMPs on the number of unemployed persons 

  
Source own calculations 

 

Fig. 5-4: Effect of the ALMPs on unemployment rate 

 
Source: own calculations 

0

1000

2000

3000

4000

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Employment (thousand people) 

No ALMP scenario ALMP scenario

2.0% 
2.0% 

2.8% 

3.3% 

3.9% 

3.5% 

2.9% 

2.2% 
1.9% 2.0% 

0.8% 1.0% 

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

Net effect (%) 

0

200

400

600

800

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Unemployment (thousand people) 

No ALMP scenario

ALMP scenario

-2.3% 

-1.6% 

-2.4% 

-4.1% 

-4.7% 
-4.8% 

-3.6% 
-3.9% 

-4.6% -4.6% 

-1.2% -1.2% 

2
00

0

2
00

1

2
00

2

2
00

3

2
00

4

2
00

5

2
00

6

2
00

7

2
00

8

2
00

9

2
01

0

2
01

1

Net effect (%) 

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Unemployment rate (%) 

No ALMP scenario

ALMP scenario

-0.6 -0.6 

-0.8 

-0.9 
-1.0 

-0.8 

-0.6 

-0.4 
-0.4 

-0.4 

-0.2 -0.2 

2
00

0

2
00

1

2
00

2

2
00

3

2
00

4

2
00

5

2
00

6

2
00

7

2
00

8

2
00

9

2
01

0

2
01

1

Net effect (p.p.) 



118 

The effects measured in terms of the average annual nominal wage are relatively small in percentage 

terms, but have a positive sign. While the small size of the effects is explainable by the small share of 

employment, generated through the ALMPs, the analysis of the positive sign requires a more in-depth 

interpretation. It is well known that the salaries of individuals engaged under employment subsidized 

by the state budget are not much higher than the minimum wage. Therefore, a decrease of the aver-

age salary should be expected as a purely mechanical statistical effect of the increase in employment 

through the ALMPs. However, it should be also taken into account that individuals hired under such 

measures are usually less productive. This creates incentives for individuals hired under the normal 

labour market mechanisms to seek higher remuneration. More generally, account must be taken of 

the fact that the increase in employment, regardless of the method applied, implies increased aggre-

gate labour demand, hence an increase in the average wage. The general finding is that the second 

group of effects predominates in this case which explains also the positive sign of the final net effects. 

Fig. 5-5: Effect of the ALMPs on nominal salary 

 
Source: own calculations 

As regards the effects on the overall development of the economy measured by the dynamics of the 

real GDP, it can be concluded that the ALMP have small but positive impact on the indicator through-

out the period considered. This effect is strongest in the years between 2002 and 2005. This fact can 

be readily explained since at that time both the financial resources for the ALMPs and the number of 

persons employed under the programmes and measures were highest. By analogy, the effect is 

weakest at the end of the period (2010 and 2011) since the scope and financing of the measures and 

programmes using state budget have been very limited. 

Fig. 5-6: Effect of the ALMPs on real GDP 

 
Source: own calculations 

The aggregate consumption has also reacted only positively throughout the period from 2000 to 2011, 

the effects, naturally, being greatest during the sub-period 2002-2005. This is explained by the fact 

that the increased revenue (GDP) generated by the increased employment allows for greater amount 

(in real terms) to be allocated for consumption. It should be noted that, nonetheless, this effect as well 

as the effects on the other components of the aggregate demand are of a short term nature and do 

not directly impact on the production potential, i.e. on the long-term dynamics of the economy. 
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Fig. 5-7: Effect of the ALMPs on aggregate consumption 

 
Source: own calculations 

The response of the investments to the ALMP has also been positive in each of the years 2010 to 

2011. Since part of the newly created revenue resulting from the implementation of the policies has 

been saved, the savings allow for spending on new equipment and a second-hand repair, purchasing 

additional working capital, etc. Furthermore, the existent increase in employment creates optimistic 

expectations among entrepreneurs regarding the course of economic development and provides addi-

tional incentive for increasing the investment expenditures.  

Fig. 5-8: Effect of the ALMPs on aggregate investments 

 
Source: own calculations 

The positive response of the domestic consumption and investments implies also an increase in the 

aggregate import of goods and services. On one hand, part of the consumer goods and services are 

imported, on the other hand – the investments also involve an import-related component in their struc-

ture. This is mainly due to the fact that the Bulgarian economy does not produce the whole range of 

goods and services demanded by consumers and investors, including also the production of main 

energy resources, which are not available or are found in extremely insufficient quantities on the terri-

tory of the country (e.g. petrol, gas, uranium, etc.).  

Fig. 5-9: Effect of the ALMPs on aggregate imports 

 
Source: own calculations 
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As regards the export, the model does not identify any effects from the implementation of the ALMPs. 

This is mainly due to the fact that the export constitutes an exogenous variable for the Bulgarian 

economy which is determined by the demand in the economies of the country’s trading partners. Even 

if this fact is neglected for any reason, it should be borne in mind that such type of policies cannot 

seriously impact the export potential of a country, since it is based primarily on the production of sec-

tors and industries where there are competitive advantages. The latter, as evidenced by the theory 

and the practice, refer to both high quality of the labour resource used (the part of the labour charac-

terized by a high level of qualification and practical experience is far from being the subject of ALMPs) 

and technological knowledge used in the production process. 

Higher demand (which is expressed in a higher aggregate consumption and aggregate investments) 

generated as a result of the implementation of the ALMPs results in HICP values exceeding that in 

the “no ALMPs” scenario. This outcome is expected as far as the stimulation of demand is a pro-

inflation factor, ceteris paribus.  

Fig. 5-10: Effect of the ALMPs on inflation 

 
Source: own calculations 

Totally, the effects on the state budget balance are also estimated to be positive. Their extent is 

greatest at the start of the period when the economy was only at the outset of its expansion, and re-

spectively the production was under its potential value. More significant effects are seen in the middle 

of the period when the scope and funding of the ALMP was greatest. Accordingly, at the end of the 

period the impact of the ALMP is weakest. The positive character of the effects is explained by the 

increase of the aggregate revenue and in particular, the components of the final demand which are 

tax bases (for taxes on income, indirect taxes on consumption, etc.). In other words, the stimulation of 

demand leads to a nominal expansion of the budget revenue base, respectively to an increase of the 

revenues, which exceeds the amount of expenses incurred for policy funding.  From a technical point 

of view, it can be concluded that there are multipliers transforming any extra unitary expenditure into 

more-than-unitary budget revenue.  

Fig. 5-11: Effect of the ALMPs on budget balance 

 
Source: own calculations 
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5.1.2 Impact on employment and value added by economic sectors 

The results of the calculations show that the ALMPs have a positive impact on all 11 aggre-

gated economic sectors. This effect is particularly significant in the construction sector and related 

services. In absolute terms, the effects on the employment in the manufacturing industry through the 

manufacture of building materials, the public sector and social services, are also significant but, given 

the high shares in employment generated in these industries, the ALMPs contribution is considered 

less significant. 

Fig. 5-12: Change in the employment structure by economic sectors resulting from the implementation of the 

ALMPs (deviation of “an ALMPs” scenario against “no ALMPs” scenario) in p.p. 

 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Mining and quarrying 

 
-0.03% -0.03% -0.04% -0.04% -0.05% -0.04% -0.04% -0.02% -0.02% -0.02% -0.01% -0.01% 

Manufacturing industry 0.19% 0.18% 0.25% 0.31% 0.40% 0.12% 0.07% 0.05% 0.03% 0.04% 0.03% 0.05% 

Gas, electricity and heat production 

and distribution. Fuels; Water supply 

and sewerage 

0.01% 0.01% 0.01% 0.02% 0.00% 0.05% 0.05% 0.05% 0.04% 0.07% 0.04% 0.02% 

Construction 0.43% 0.46% 0.63% 0.74% 0.86% 0.56% 0.39% 0.25% 0.16% 0.14% 0.06% 0.11% 

Trade, transportation and storage; 

accommodation and food service 

activities 

-0.13% -0.15% -0.22% -0.24% -0.26% -0.33% -0.32% -0.24% -0.22% -0.25% -0.10% -0.14% 

Information and communication activi-

ties; radiocommunication 
0.03% 0.03% 0.04% 0.05% 0.06% 0.05% 0.04% 0.03% 0.03% 0.04% 0.02% 0.01% 

Financial and insurance activities -0.02% -0.03% -0.04% -0.03% -0.05% -0.04% -0.04% -0.03% -0.03% -0.04% -0.01% -0.02% 

Real estate activities -0.06% -0.08% -0.10% -0.13% -0.18% -0.17% -0.14% -0.11% -0.01% -0.01% 0.00% 0.00% 

Professional and scientific activities; 

administrative and support service 

activities 

0.05% 0.05% 0.07% 0.08% 0.09% 0.08% 0.06% 0.05% 0.05% 0.06% 0.03% 0.02% 

Public administration; education; 

healthcare and social work activities 
-0.28% -0.32% -0.42% -0.51% -0.56% -0.11% 0.04% 0.04% 0.08% 0.06% -0.04% 0.01% 

Others -0.19% -0.12% -0.18% -0.25% -0.32% -0.17% -0.11% -0.06% -0.11% -0.09% -0.02% -0.05% 

Source: NSI, own calculations 

 

The effects by sectors peaked in 2003 and 2004, mainly in the construction sector. In those years the 

shares of the National Programme “From Social Assistance to Employment” as well as the total 

amount of the resources allocated to the implementation of the ALMPs were highest. The share of the 

manufacturing industry also increased significantly in the years up to 2005, when the scope of the 

ALMPs was broadest. However, after the launch of the National Programme “Assistants to Persons 

with Disabilities” in 2005 the share of the social services sectors increased (the funding accounted on 

average for 12% of total funding under ALMPs). 

The dynamics of the gross value added by sectors follows approximately that of employment, where-

by again the highest added value following the implementation of the ALMPs is produced in the con-

struction sector and related services and industries. The impact on manufacturing industry and some 

support services is stronger but, as expected, the three sectors show relatively low labour productivi-

ty. Therefore, the effect on the gross value added is weaker than that on employment. 
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Fig. 5-13: Changes in the structure of the gross value added by economic sectors resulting from the implementa-

tion of the ALMPs (deviation of “an ALMPs” scenario against “no ALMPs” scenario) in p. p. 

 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Mining and quarrying 

 
-0.03% -0.03% -0.04% -0.04% -0.06% -0.06% -0.07% -0.05% -0.04% -0.04% -0.02% -0.02% 

Manufacturing industry 0.15% 0.13% 0.20% 0.26% 0.32% 0.13% 0.09% 0.07% 0.05% 0.05% 0.03% 0.06% 

Gas, electricity and heat production and 

distribution. Fuels; Water supply and 

sewerage 

0.05% 0.02% 0.04% 0.06% 0.02% 0.12% 0.15% 0.13% 0.08% 0.14% 0.09% 0.04% 

Construction 0.39% 0.50% 0.61% 0.68% 0.79% 0.56% 0.39% 0.24% 0.16% 0.14% 0.05% 0.10% 

Trade, transportation and storage; ac-

commodation and food service activities 
-0.05% -0.09% -0.12% -0.14% -0.13% -0.21% -0.23% -0.16% -0.14% -0.16% -0.06% -0.08% 

Information and communication activities; 

radiocommunication 
0.05% 0.06% 0.09% 0.11% 0.14% 0.10% 0.08% 0.06% 0.09% 0.10% 0.05% 0.04% 

Financial and insurance activities -0.04% -0.06% -0.08% -0.12% -0.16% -0.19% -0.15% -0.15% -0.11% -0.13% -0.06% -0.07% 

Real estate activities -0.22% -0.23% -0.31% -0.34% -0.38% -0.32% -0.27% -0.19% -0.15% -0.18% -0.08% -0.08% 

Professional and scientific activities; 

administrative and support service activi-

ties 

0.05% 0.06% 0.08% 0.08% 0.10% 0.08% 0.07% 0.06% 0.05% 0.07% 0.04% 0.02% 

Public administration; education; 

healthcare and social work activities 
-0.18% -0.19% -0.26% -0.30% -0.34% -0.03% 0.06% 0.05% 0.08% 0.06% -0.02% 0.02% 

Others -0.18% -0.17% -0.21% -0.25% -0.30% -0.17% -0.11% -0.05% -0.08% -0.06% -0.01% -0.03% 

Source: NSI, own calculations. 

5.1.3 Impact on main target groups of ALMPs93 

The net impact on main target groups of the policy, which, in this case, cover key vulnerable 

groups on the labour market, shows major fluctuations during the period considered and its level is 

determined by the specifics of the individual target groups as well. Nonetheless, certain convergence 

of the net effects may be identified by target groups, but at the end of the period considered, they are 

within relatively narrow margins. 

During the period 2003-2008 the most significant net effects are recorded for the long-term unem-

ployed persons and the unemployed persons aged over 50 years. Since 2006 the net effect on the 

unemployed young persons up to 29 years of age has had the highest values compared to all other 

target groups. The net effect on unemployed persons without qualification has been continuously in-

creasing, and at the end of the period, its values approximated that of the effects on the other target 

groups. The worst is the situation of the unemployed persons with permanent disabilities – nearly 

throughout the entire period the net effect on this group has been much lower than that on the other 

target groups but at the end of the period its level significantly improved. 

The comparison between the net effects produced by the measures and programmes and the rate of 

change of the registered unemployed persons provides indication of the general impact of the policies 

on the dynamics of the unemployment in the individual target groups. The unemployment has seen 

the most significant decrease in the period 2006-2007. This improvement is linked to the growth of the 

Bulgarian economy and the high labour demand but the relatively high values of the net effects pro-

vide an indication of the positive impact of the implemented programmes and measures on almost all 

                                                
93  The impact on the main target groups of the policy is evaluated for the period 2003-2011 due to the limited data 

available for the period 2000-2002  
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target groups (with exception of the permanently disabled persons). During the period under consid-

eration the highest effect has been reported among the unemployed persons aged over 50 years 

(39.1%), long-term unemployed (37.1%) and unemployed young persons aged up to 29 years 

(19.3%). An increased impact of the implemented active policy has been reported at the end of the 

period, and the dynamics of the unemployed persons from the main target groups significantly im-

proved in 2011. The net effect in 2011 is considerably lower compared to that in the pre-crisis period 

but one should also take into account that the programmes and measures have been implemented in 

an adverse socioeconomic environment. Constrained production and growing unemployment in the 

country have had a strong negative impact on the employability of persons who participated in the 

employment promotion programmes and measures. In 2011 the highest net effect has been reported 

among the individuals in the age group of up to 29 years (16.3%), followed by the unemployed without 

qualification (14.6%), long-term unemployed (14.4%), older unemployed over 50 years of age (13.6%) 

and permanently disabled persons (13.1%). 

Table 5-1: Net effect at individual level by vulnerable groups and dynamics of the unemployed  

persons therein 2003–2011  

Years 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Unemployed persons aged up to 29 years  

Net impact 6.0% 6.0% 6.0% 19.3% 19.3% 13.7% 13.7% 13.7% 16.3% 

Dynamics  -16.4% -13.7% -23.3% -29.4% -28.0% 23.2% 23.7% 0.3% 

Unemployed persons aged over 50 years  

Net effect 17.0% 17.0% 17.0% 28.1% 39.1% 8.4% 8.4% 8.4% 13.6% 

Dynamics  -3.8% -3.4% -8.0% -6.8% -9.9% 15.2% 23.7% -9.1% 

Unemployed persons without qualifications 

Net effect 8.0% 8.0% 8.0% 8.2% 8.4% 8.6% 8.6% 8.6% 14.6% 

Dynamics   -9.9% -6.3% -15.0% -18.3% -22.4% 11.1% 21.7% -4.1% 

Long-term unemployed persons 

Net effect 21.0% 21.0% 21.0% 29.1% 37.1% 9.5% 10.0% 10.5% 14.4% 

Dynamics  -11.8% -4.3% -14.1% -18.6% -30.3% -31.1% 39.0% 6.6% 

Unemployed persons with permanent disabilities 

Net effect 5.1% 5.1% 5.1% 5.1% 5.1% 7.1% 9.1% 11.1% 13.1% 

Dynamics  20.7% 9.7% -0.2% -31.5% -13.4% 2.3% 6.9% 0.5% 

Source: EA, own calculations 

At macroeconomic level the extent of the net effect on the vulnerable groups is determined by the 

focus of the policy implemented over the years and by their specific features, including the net effects 

evaluated at individual level. The focus of the implemented policy has been tracked in regard to the 

main vulnerable groups on the basis of a profile estimation of the persons who participated in the 

measures and programmes. The reports of the EA and the administrative forms (the fiches) of the 

individual measures and programmes have also been used. A key feature of the summarized infor-

mation is that the net effects at macroeconomic level can be tracked only within the individual target 

groups and cannot be viewed as mutually complementary. 

 Net impact on the unemployed young persons aged up to 29 years  

The share of the unemployed young persons covered by the ALMPs within the total number of 

registered persons of this vulnerable group varies between 17% and 47% from one year to the other. 

The annual average number of young people employed one year after their participation in the 

measures and programmes amounts to approximately 3.0 thousands of persons for the period 2003-

2011. The share of young unemployed persons successfully involved in employment is relatively 

small. The contribution of the net effect on this vulnerable group to the overall employability generated 

by the active policy is estimated at 3% in the period 2003-2005. It reaches peak values in 2006-2007 

– approximately 7% and in 2011 amounts to 6.3%. The positive impact on this vulnerable group is 
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most notable in 2007 when the successfully involved persons constitute 8.7% of the registered unem-

ployed young people.  

Table 5-2: Net impact of the ALMPs on unemployed young persons aged up to 29 years  

 
2003 2004 2005 2006 2007 2008 2009 2010 2011 

Participants in the programmes from the 

respective vulnerable group (thousands of 

persons) 

43.4 48.8 43.5 33.8 26.2 19.7 12.9 10.8 11.1 

% of participants in the programmes of the 

total number of registered unemployed per-

sons from the respective  vulnerable group 

29.3% 39.4% 40.7% 41.3% 45.2% 47.2% 25.2% 17.1% 17.4% 

Net impact on the respective vulnerable 

group – number of employed as a result of 

the ALMPs one year after their participation 

in the programmes (thousands of persons) 

2.6 2.9 2.6 6.5 5.0 2.7 1.8 1.5 1.8 

% of successfully involved persons from the respective vulnerable group 

in the total employment 0.1% 0.1% 0.1% 0.2% 0.2% 0.1% 0.1% 0.0% 0.1% 

in these employment due to the net effect of 

the ALMP 
2.9% 2.6% 2.6% 7.4% 7.1% 4.4% 2.8% 6.0% 6.3% 

in the total number of registered unemployed 

persons from the respective vulnerable group 
1.8% 2.4% 2.4% 8.0% 8.7% 6.5% 3.5% 2.3% 2.8% 

Source: own calculations 

 Net impact on the unemployed aged over 50 years  

The share of the unemployed aged over 50 years covered by the ALMPs within the total num-

ber of registered persons from this vulnerable group varies between 1% and 31% from one year to 

the other. The average annual number of employed persons aged over 50 years one year after their 

participation in the measures and programmes amounts to approximately 3.6 thousands of persons 

for the period 2003-2011. The share of the unemployed persons aged over 50 years successfully in-

volved in employment is relatively small. The contribution of the net effect on this vulnerable group to 

the overall employability generated by the active policy is estimated at approximately 0.6% for the 

period 2003-2005. It reaches peak values between 2006 and 2007 –10.6% and 17.6% respectively, 

and in 2011 amounts to 7.7%. The positive impact on this vulnerable group is most notable in 2007, 

when the successfully involved individuals constitute nearly 12.1% of the registered unemployed per-

sons aged over 50 years. 

Table 5-3: Net impact of the ALMPs on unemployed persons aged over 50 years  

 
2003 2004 2005 2006 2007 2008 2009 2010 2011 

Participants in the programmes from the re-

spective vulnerable group (thousands of per-

sons) 

1.5 5.0 4.1 33.5 31.9 27.9 31.6 17.0 16.2 

% of participants in the programmes of the 

total number of registered unemployed per-

sons from the respective  vulnerable group 

1.2% 4.0% 3.4% 30.5% 31.0% 30.2% 29.6% 12.9% 13.6% 

Net impact on the respective vulnerable group 

– number of employed as a result of the 

ALMPs one year after their participation in the 

programmes (thousands of persons) 

0.3 0.9 0.7 9.4 12.5 2.3 2.6 1.4 2.2 

% of successfully involved persons from the respective vulnerable group 

in the total employment 0.01% 0.03% 0.02% 0.30% 0.38% 0.07% 0.08% 0.05% 0.07% 

in the employment due to the net effect of the 

ALMPs 
0.3% 0.8% 0.7% 10.6% 17.6% 3.8% 4.1% 5.8% 7.7% 

in the total number of registered unemployed 

persons from the respective vulnerable group 
0.2% 0.7% 0.6% 8.5% 12.1% 2.5% 2.5% 1.1% 1.8% 

Source: own calculations 
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 Net impact on the long-term unemployed persons 

The share of the long-term unemployed covered by the ALMPs within the total number of reg-

istered persons from this vulnerable group varies between 31% and 78% from one year to the other. 

The average annual number of employed persons one year after their participation in the measures 

and programmes amounts to approximately 18.5 thousands of persons for the period 2003-2011. The 

share of the long-term unemployed persons successfully involved in employment is significant. The 

contribution of the net effect on this vulnerable group to the overall employability generated by the 

active policy is estimated at approximately 27% for the period 2003-2005. It reaches peak values be-

tween 2006-2007 – 34.7%, and 46.5% respectively, and in 2011 amounts to 18.6%. The positive im-

pact on this vulnerable group is most notable in 2007, when the successfully involved individuals con-

stitute nearly 19.9% of the registered long-term unemployed persons. 

Table 5-4: Net impact of the ALMPs on long-term unemployed persons 

 
2003 2004 2005 2006 2007 2008 2009 2010 2011 

Participants in the programmes from the 

respective vulnerable group (thousands of 

persons) 

130.7 132.0 117.3 105.7 88.8 69.9 62.5 43.6 36.9 

% of participants in the programmes of the 

total number of registered unemployed per-

sons from the respective  vulnerable group 

46.4% 53.2% 49.4% 51.8% 53.5% 60.5% 78.4% 39.4% 31.3% 

Net impact on the respective vulnerable 

group – number of employed as a result of 

the ALMPs one year after their participation 

in the programmes (thousands of persons) 

27.4 27.7 24.7 30.7 32.9 6.6 6.2 4.6 5.3 

% of successfully involved persons from the respective vulnerable group 

in the total employment 1.0% 0.9% 0.8% 1.0% 1.0% 0.2% 0.2% 0.1% 0.2% 

in the employment due to the net effect of the 

ALMPs 
30.6% 25.0% 24.5% 34.7% 46.5% 10.7% 9.7% 18.5% 18.6% 

in the total number of registered unemployed 

persons from the respective vulnerable group 
9.7% 11.2% 10.4% 15.1% 19.9% 5.7% 7.8% 4.1% 4.5% 

Source: own calculations 

 Net impact on the unemployed persons with disabilities 

The share of the unemployed persons with disabilities covered by the ALMPs within the total 

number of registered persons from this vulnerable group varies between 15% and 45% from one year 

to the other. The average annual number of employed persons with disabilities one year after their 

participation in the measures and programmes amounts to approximately 0.5 thousands of persons 

for the period 2003-2011. The share of the unemployed persons with disabilities successfully involved 

in employment is relatively small. The contribution of the net effect on this vulnerable group to the 

overall employability generated by the active policy is estimated at approximately 0.2% for the period 

2003-2005. It reaches peak values at the end of the period when it amounts to 2.0%. The positive 

impact on this vulnerable group is most notable in 2011, when the successfully involved individuals 

constitute nearly 4.1% of the registered unemployed persons with disabilities. 

 Table 5-5: Net impact of the ALMPs on unemployed persons with disabilities 

 
2003 2004 2005 2006 2007 2008 2009 2010 2011 

Participants in the programmes from the 

respective vulnerable group (thousands of 

persons) 

2.3 3.4 3.3 3.4 4.8 5.6 1.7 1.8 4.3 

% of participants in the programmes of the 

total number of registered unemployed per-

sons from the respective  vulnerable group 

14.5% 18.0% 15.6% 16.3% 33.6% 44.9% 13.2% 13.4% 31.5% 

Net impact on the respective vulnerable 

group – number of employed as a result of 

the ALMPs one year after their participation 

in the programmes (thousands of persons) 

0.1 0.2 0.2 0.2 0.2 0.4 0.2 0.2 0.6 
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2003 2004 2005 2006 2007 2008 2009 2010 2011 

% of successfully involved persons from the respective vulnerable group 

in the total employment 0.00% 0.01% 0.01% 0.01% 0.01% 0.01% 0.00% 0.01% 0.02% 

in the employment due to the net effect of the 

ALMPs 
0.1% 0.2% 0.2% 0.2% 0.3% 0.6% 0.2% 0.8% 2.0% 

in the total number of registered unemployed 

persons from the respective vulnerable group 
0.7% 0.9% 0.8% 0.8% 1.7% 3.2% 1.2% 1.5% 4.1% 

Source: own calculations 

 Net impact on unemployed persons without qualification and specialization 

The share of the unemployed persons without qualification and specialization covered by the 

ALMPs within the total number of registered persons from this vulnerable group varies between 0.6% 

and 3.9% from one year to the other. The average annual number of employed persons one year af-

ter their participation in the measures and programmes amounts to approximately 0.5 thousands of 

persons for the period 2003-2011. The share of the unemployed persons without qualification and 

specialization successfully engaged in employment is relatively small. The contribution of the net ef-

fect on this vulnerable group to the overall employability generated by the active policy is estimated at 

approximately 0.5% for the period 2003-2008. It reaches peak values in 2011 – 2.7%. The positive 

impact on this vulnerable group is most notable in 2009 and 2011, when the successfully involved 

individuals constitute 0.4% of the registered unemployed persons without qualifications and speciali-

zation. 

Table 5-6: Net impact of the ALMPs on unemployed persons without qualification and specialization 

 
2003 2004 2005 2006 2007 2008 2009 2010 2011 

Participants in the programmes from the 

respective vulnerable group (thousands of 

persons) 

3.8 4.5 1.6 6.3 7.4 3.3 8.5 1.2 5.2 

% of participants in the programmes of the 

total number of registered unemployed per-

sons from the respective  vulnerable group 

1.2% 1.6% 0.6% 2.7% 3.9% 2.3% 5.2% 0.6% 2.7% 

Net impact on the respective vulnerable 

group – number of employed as a result of 

the ALMPs one year after their participation 

in the programmes (thousands of persons) 

0.3 0.4 0.1 0.5 0.6 0.3 0.7 0.1 0.8 

% of successfully involved persons from the respective vulnerable group 

in the total employment 0.01% 0.01% 0.00% 0.02% 0.02% 0.01% 0.02% 0.00% 0.03% 

in the employment due to the net effect of the 

ALMPs 
0.3% 0.3% 0.1% 0.6% 0.9% 0.5% 1.1% 0.4% 2.7% 

in the total number of registered unemployed 

persons from the respective vulnerable group 
0.1% 0.1% 0.0% 0.2% 0.3% 0.2% 0.4% 0.1% 0.4% 

Source: own calculations 

5.2 Analysis of results and causalities 

5.2.1 Active labour market policy 

The simulation (alternative) scenario presented above describes a hypothetical situation in 

which no active policies funded by the state budget have been carried out during the period 2000-

2011. The simulation scenario covers all the three impact channels of the active policies – employ-

ment, trainings and impact on technological progress (e.g. measures to promote the entrepreneur-

ship). However, given the weak impact of the last channel, we will not pay particular attention to it. 

The main impact of the active policies, which is particularly evident in comparing the baseline and the 

alternative scenario, is due to the existence of additional employment and training opportunities relat-

ed to the implementation of the ALMPs. The existence of employment alternatives under the ALMPs 

allows for the real wage in the economy to be higher than that in a situation of absence of ALMPs. 

This, in turn, promotes labour supply outside the segment falling directly into the scope of the active 
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policies as well. The increased salaries in this segment may lead to a slight decrease of the labour 

demand and employment, but this effect is negligible compared to the direct effects of the employ-

ment generated under the ALMPs. In order of importance, the employment resulting from the imple-

mentation of the ALMPs has the greatest impact on the effects followed by the measures focused on 

training and qualification. The effect on the technology is negligible. Due to the leading role of the em-

ployment measures the description of their impact mechanisms corresponds to the general effects set 

forth above. The impact mechanisms of the trainings carried out under the ALMPs and measures af-

fecting the technological progress in the economy are explained below, without much consideration of 

their relative importance for the generation of overall results. 

The qualification, experience and working habits of the labour force (shown in the model through the 

human capital) are the other main channel through which the effects of the implemented active poli-

cies funded by the state budget occur in the simulation. These policies have a two-fold impact on the 

human capital. First, the qualification of the labour force increases as a result of the implementation of 

trainings. Second, the employment under programmes and measures maintains the working habits 

and provides opportunities to gain experience94. Enhanced human capital improves the quality of the 

effective labour supplied, which has a restrictive impact on the demanded and supplied labour input 

and the real wage in the economy.   

In summary, the effect of measures which positively impact the technological progress in the econo-

my consists in increasing the real wage as a result of the improved productivity. This, in turn, stimu-

lates the labour supply, whereas the labour demand and respectively the employment change insig-

nificantly. 

It is noteworthy that the overall result of the employment and training measures and policies is not a 

mechanical aggregation of the individual effects. This is due to the fact that the optimal behaviour in 

accordance with the microeconomic goals set in the model implies a more complex reaction of the 

economic agents, whereby they share out their efforts so as to respond at the same time to the 

changes in employment and opportunities to increase their qualification. In a non-linear model, such 

as the model chosen in this case, such formulation allows for synergy effects or mutual neutralization 

of the individual impacts depending on the specific parameters of the environment (e.g. the cyclical 

position of the economy) in which the respective decisions are taken. 

In summary, in the context of the microeconomic model the implementation of active labour market 

policies funded by the state budget manifests itself through the increase of the employment and train-

ings supplied. Overall this leads to an increase of the labour force, overall employment and real wage 

during the period 2000-2011. 

5.2.2 The active policy and the macroeconomic dynamics 

The macroeconomic module uses as input data the effects of the implementation of the 

ALMPs on employment, labour force and wages at national scale obtained through the microeconom-

ic simulations. As a solution of the module, their impact on the other socioeconomic variables is calcu-

lated by means of the following impact mechanism. 

In this mechanism the change in the unemployment rate is obtained as a direct difference between 

the evaluated labour force and employment changes. 

The estimated employment changes impact most directly on the private consumption in the economy 

since in the macro module the employment is included as an explanatory variable in the estimated 

consumption equation. According to the estimations obtained, a change of 1% in employment gener-

ates a change of 0.37% in private consumption. 

                                                
94  Formally these impacts are manifested in the model through the human capital accumulation equation, the first one 

being manifested through the variable    and the second one through the   . 
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The changes in private consumption, in turn, have a direct impact on the GDP, inflation and imports. 

Through the import the effect of the ALMPs affects also the external sector – mainly the current ac-

count and the change of the BNB’s international reserves.  However, this effect is less straightforward 

and not significant. Indeed, there is no effect on the export of goods and services, since the dynamics 

of the latter depends mostly on the external demand. 

Fig. 5-14: ALMPs effects - macroeconomic mechanism  

 

There is some impact, albeit very weak, on the money supply through the external sector and the 

GDP, which, in turn, generates a secondary effect on private consumption. 

The effect of the implemented ALMPs on the budget sector is more notable. On one hand, it occurs in 

respect to the budget revenues (tax basеs are components of the GDP). On the other hand, there are 

also effects on the current budget expenditure. The effect on the fiscal balance sums up the effects on 

the revenues and expenditure. 

The summary analysis of results shows that the effects observed in the period between 2002 and 

2006 are the strongest. As noted on many occasions, this corresponds directly to the amount of funds 

set aside under the state budget to finance the measures. 

Given that during this period the economy of the country is in the boom phase of its business cycle, 

the realization of such measures in this period is not based on the logic of the anti-cyclical economic 

policy since, in any case, the economy itself generates sufficient jobs to satisfy the labour supply. 

Their application can be explained only by weaker budget restrictions following the good performance 

of the fiscal indicators. In such situation the reasonable approach would be rather to abstain from 

such type of measures and save the respective funds. This is confirmed by the fact that throughout 

the same period the economy of the country shows “burnout” symptoms (high GDP growth rate com-

bined with a high inflation, imbalances in the external sector, etc.), i.e. the economy operates over its 

potential and the unemployment falls under its so-called natural level.  

In an economic downturn, especially in 2010 and 2011, the data shows significant downsizing of the 

effects and efficiency of the active policy (e.g. as regards the achieved increase in employment of a 

unit spent). At first sight, the reduced efficiency and impact at the end of the period could be interpret-

ed as crowding out95 - the creation of subsidized jobs consequently results in laying off workforce 

                                                
95  In the English literature this effect is known as crowding out or displacement.  
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hired using the mechanisms available on the labour market. Despite the legal restriction (an employer 

is denied the right to hire persons under programmes and measures if in the last three months he has 

laid off workers and employees recruited to the job positions which have to be filled by the unem-

ployed), the crowding out is nonetheless possible as some employers operating in certain economic 

sectors regard the two types of labour - hired at the free market and subsidized under employment 

programmes – as interchangeable.  

In some cases such employers manage to identify legally acceptable mechanisms for participation in 

measures and programmes and take advantage of the opportunity to reduce their labour costs, with-

out this being related to any increase in employment96. Accordingly, the crowding out may result, to a 

large or negligible extent, in a decrease of the effectiveness of the funds spent. As far as Bulgaria is 

concerned, it cannot be claimed that there are causal relationship between such effect and efficiency. 

The evaluated crowding out stemming from the ALMPs macroeconomic impact evaluations carried 

out to date as well as the indirect evaluations performed through the toolbox of the microeconomic 

module do not confirm the existence of such significant effect. Therefore, the reduced efficiency of the 

ALMPs at the end of the evaluation period is to be found both in the restrictions of the funding and the 

specifics of the applied measures and programmes and the target groups covered by them. 

5.3 Identified active policies with significant effect on the considered 

indicators 

5.3.1 Net effect of the subsidised employment and training programmes and 

measures 

The results of the simulations carried out show that the subsidised employment measures and 

programmes of the ALMPs have a different effect on both the labour market variables and some of 

the other macroeconomic indicators than the training oriented ones. Typically, given that the major 

part of the financial allocations under the ALMPs are aimed at creating a subsidised employment, the 

dynamics of the overall ALMPs effects during the period 2000-2011 has been very close to that of the 

evaluated impact of the employment measures and programmes alone. Nevertheless, the dynamics 

of some indicators of the policies focused on direct job creation is different from that of the indicators 

of the training-oriented policies, which is interesting from analytical point of view, although the effects 

of the trainings are considerably weaker. The effects of the different interventions under the ALMPs 

on the main macroeconomic indicators are reviewed below. 

The overall effect of the ALMPs on employment is positive, whereby during the period under consid-

eration it occurs as a result of the measures and programmes directly related to the creation of subsi-

dized employment. The effect of the trainings is insignificant. On one hand, they are alternative to 

employment aimed at using the time resource of the individuals covered by the measures and pro-

grammes, and on the other hand – the trainings lead to accumulation of human capital in the econo-

my. This improves the labour productivity, which, here, finds expression in the generation of more or 

less the same GDP with lower employment level. 

The effects of the implemented active labour market measures and programmes on the labour force 

are also ambiguous and the programmes providing funding for trainings have had a positive effect on 

the general economic activity at the labour market only in the last four years of the period considered. 

In the years of economic crisis these trainings might have contributed to the retraining of part of the 

individuals who had lost their jobs.  

                                                
96  This effect is well documented in the empirical economic literature devoted to the examination of the impact of the active 

labour market measures in other European countries. As identified by Calmfors, Forslund, and Hemstrom (2004) its 

values vary between 1 and 84% which means that dependent on the labour market status the recruitment of 100 

workers under employment programme may, on the one extreme, result in the laying off of one worker only, and to the 

laying off of 84 workers on the other extreme, i.e. the positive effects of the employment programmes on the labour 

market may vary from strong to weak. 
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Fig. 5-15: Comparison of the individual subsidized employment measures and  

programmes to that of the training-related ones  

 

 

  

  

  

Source: own calculations 
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The maintaining of the working habits and qualifications of the long-term unemployed and individuals 

from the vulnerable groups and the inclusion of a greater number of inactive persons in the labour 

force is one of the main aims of the ALMPs. It is evident that it has been successfully implemented 

whereby the effect occurs mainly under the programmes and measures directly related to the creation 

of subsidized employment. However, the formal trainings also increase the workforce in a longer term 

by improving the qualification and the job-seeking motivation of the individuals covered by the train-

ings, but given the low training budgets under the ALMPs, they have been negligible throughout the 

period considered. 

The findings concerning the impact of the different types of interventions under the ALMPs on the 

employment and workforce are mirrored also in relation to unemployment. The measures aimed at 

new job creation have directly contributed to the unemployment in the country, whereas those orient-

ed to trainings have been counterproductive as the trainings are alternative to the employment aimed 

to recover the available time resource of the individuals.  

As regards the wages, the overall effect on the average wage follows to a greater extent that of the 

employment programmes and measures, the scope of the latter being wider. The positive effect on 

the wages is linked mainly to the increased labour demand generated under the ALMPs. However, 

the trainings carried out have also a positive effect on the salaries since the higher qualification im-

plies a higher labour productivity, and consequently, a higher remuneration.  

Examining the effect on the GDP by types of measures and programmes, it is clear that the GDP is 

also entirely generated under the interventions focused on the creation of new jobs. However, the 

trainings funded under the ALMPs have also had a weak, but positive effect.  

During the period considered the positive effect on consumption is manifested mainly through the 

subsidized employment measures and programmes, whereas the training-related ones have had a 

negative impact which might be due to the delayed consumption effect on individuals who have un-

dergone trainings. 

The effects on the budget balance for the different types of interventions under the ALMPs are incon-

sistent. Creating employment generates higher income and consumption in the economy which, in 

turn, result in an increase of the revenue side of the state budget. Therefore, the impact of this type of 

interventions on the budget is weak but positive. Conversely, the trainings funded as part of the 

ALMPs have not resulted in a substantial increase of employment and short-term revenues. For that 

reason, they had a negative effect on the expenditure side of the state budget. 

Last, the pressure on consumer prices resulting from the implementation of the ALMPs should also be 

noted. This pressure is relatively weak and it is manifested differently in the different types of interven-

tions. 

5.3.2 Identified training and employment programmes and projects having sig-

nificant effect 

At the level of individual programmes and measures, it is logical that the effect of the major 

policies – National Programme “From Social Assistance to Employment” and “Assistants to Persons 

with Disabilities” – is most noticeable at macroeconomic level. The figure below illustrates the im-

portance of these programmes for the macroeconomic effect of the ALMPs. 

Table 5-3: Individuals who have worked under programmes (thousands of persons) 

  2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

NP From Social Assistance to 

Employment 
79.4 93.6 59.1 47.6 36 27.4 23.1 12.8 9.7 8.3 13.9 8.2 

NP Assistants to Persons with 

Disabilities   
10.9 13.6 11 10.4 9.2 2.1 2.5 3.3 3.5 3.2 

NP Retirement Assistance 0.3 1.3 3.4 4.5 4.5 3.6 2.2 0.8 0.1 0 0 0 

Programme for literacy educa-

tion, qualification and employ-
0 0 0 0 0.1 0.2 0.4 0.7 1.1 1.1 1.3 1.1 
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  2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

ment  

Programme Beautiful Bulgaria  2.8 1.2 1.3 1.1 0.5 0.2 0.7 0 0.1 0.1 0.1 0.1 

NP “Individual Teacher” 
 

0.1 0.1 0.2 0.1 0 0  
    

Project "Holiday Teachers"  
  

0 0.2 0.2 0.3 0.2  
    

NP for training and employment 

of persons with permanent disa-

bilities 

0 0.4 0.5 0.6 1 2 2.7 2.2 1.9 1.7 1.8 1.8 

Other programmes realized with 

the partnership of the  EOD 
0.2 0.5 1.8 1 0.7 0.5 0.9 0.8 0.9 0.5 0.7 0.7 

Programme "Career Start" 
 

0.7 0.4 0.4 0.4 0.4 0.3 0.3 0.6 0.7 0.7 0.9 

NP “Employment in support of 

the Bulgarian theatre”  
0.2 0.5 0.5 0.3 0.3 0.3 0.1 0.1 0.1 0.1 0.1 

Project for young school leavers 
      

0 0   
  

NP Activating Inactive Persons 
     

0 0.1 0.1 0.1 0.1 0.1 0.1 

NP New Employment Opportuni-

ty       
0.9 0.2 1 0.5 1 0.1 

Other programmes and 

measures 
8.7 9 1.3 0.6 0.3 3 8.6 1 0.2 0.3 0.5 3.3 

Source: EA, own calculations 

Most of the funds under the ALMPs have been used for the National Programme “From Social Assis-

tance to Employment” and the latter played a central role in the creation of new jobs under the 

ALMPs. The main target group of the Programme are the long-term unemployed. The two major sub-

groups covered by the Programme are the young unemployed persons aged up to 29 years and the 

unemployed aged over 50 years. Although its importance has been decreasing in recent years, about 

10 000 persons were still employed under this Programme as of 2011.  

Table. 5-4: Participants in National Programme “From Social Assistance to Employment” (thousands of persons) 

  2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Long-term un-

employed /newly 

involved/ 

117.8 125.6 92.5 82.6 69.1 52.6 49.9 39.1 28.9 21.4 37.8 33.4 

Persons with 

work experience  
79.4 93.6 59.1 47.6 36.1 27.5 23.1 12.8 9.7 8.3 13.9 8.2 

Unemployed 

young persons 

aged up to  29 

years 

27.6 27.2 16.9 15.4 10.9 7.1 6.5 5.5 4.4 3.4 6.1 4.0 

Unemployed 

aged over 50 

years 

* * * 22.8 22.1 18.2 19.3 14.8 9.9 6.5 12.8 12.5 

Unemployed 

without qualifica-

tion and speciali-

zation* 

3.3 4.1 0.9 * * * * * * * * * 

Funds spent, 

thousands BGN 
129 166 156 252 99 502 99 278 82 860 72 761 51 817 27 326 27 326 18 162 30 070 68 

* No information is reported on the participation of the respective vulnerable group in the Programme  

Source: EA, own calculations 

Another programme having significant macroeconomic contribution, the National Programme ‘Assis-

tants to Persons with Disabilities”, covers mainly long-term unemployed persons and unemployed 

young persons aged up to 29 years. It started in 2005 and on average nearly 12% of the total funds 

under the ALMPs have been earmarked for its implementation since then.  
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Table 5-5: National Programme “Assistants to Persons with Disabilities” 

  2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Unemployed young per-

sons aged up to 29 years 
* * 2 915 2 695 2 227 1 724 1 262 640 719 666 692 459 

Unemployed persons over 

50 years of age 
* * * 4 752 3 981 4 102 3 673 991 875 989 1 064 1 038 

Unemployed persons 

without qualification and 

specialty* 

* * 1 641 * * * * * * * * * 

Long-term unemployed 

persons 
* * * 3 633 3 519 2 292 1 087 352 891 416 382 154 

(Newly)involved in pro-

grammes/employment 
* * 18 282 16 793 14 049 13 023 10 944 4 295 3 949 4 253 4 495 3 635 

Persons with work experi-

ence 
* * 10 927 13 577 10 954 10 351 9 217 2 146 2 522 3 337 3 504 3 182 

Funds spent, thousands 

BGN 
* * 24 147 33 203 31 240 33 644 28 527 7 329 5 997 9 865 9 014 8 984 

* No information is reported on the participation of the respective vulnerable group in the Programme  

Source: EA, own calculations 

None of the other labour market programmes and measures seems to have a significant macroeco-

nomic impact although the 2014 ex-post evaluation of the effect of the active labour market policy at 

individual level reveals significant effects of some programmes at individual level, in particular Nation-

al Programme “Retirement Assistance”, Programme “Career Start”, Programme “Realisation” and 

National Programme “New Employment Opportunity”, as well as the measures to stimulate employers 

to hire unemployed persons aged up to 29 years and create jobs with a view to recruiting mothers 

with children aged from 3 to 5 years, hiring unemployed at part-time work and stimulating the entre-

preneurship.  These programmes and measures show significant positive effects at microeconomic 

level but they do not have significant macroeconomic impact due to smaller funding and number of 

persons covered.  
Tables 5-6: Participants in selected programmes by vulnerable groups 

 
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Programme for literacy education, qualification and employment / since 2008  they have been regional and sectoral pro-

grammes 

Unemployed young persons aged up 

to 29 years 
195 261 215 121 93 58 75 158 269 272 304 245 

Unemployed persons aged over  50 

years  
* * * 3 65 156 239 552 1070 994 1247 1133 

Unemployed persons without qualifi-

cation 
525 593 565 333 71 199 264 243 99 234 220 265 

Long-term unemployed persons * * * 94 192 307 187 307 679 469 596 265 

Project “Beautiful Bulgaria” 

Unemployed young persons aged up 

to 29 years  
3005 1294 1336 963 629 335 994 44 101 47 64 76 

Unemployed persons aged over 50 

years 
* * * 806 557 322 984 84 128 78 109 151 

Long-term unemployed persons 4039 1398 1364 990 728 384 534 42 108 17 54 88 

National Programme for training and employment of persons with permanent disabilities 

Unemployed young persons aged up 

to 29 years 
54 101 52 72 168 172 56 7 198 52 167 23 

Unemployed persons aged over 50 

years  
* * * 189 459 677 153 57 634 162 654 70 

Long-term unemployed persons 105 82 46 135 334 351 69 33 276 82 313 27 

Unemployed persons with permanent 

disabilities 
* 272 205 480 1071 1396 316 91 1326 360 1316 135 

National Programme “Activating Inactive Persons” 

Unemployed young persons aged up * * * * * 813 4313 3969 3297 4011 4758 3043 
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2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

to 29 years 

Unemployed persons aged over 50 

years  
* * * * * 392 1946 1634 1363 1859 4 2412 

Long-term unemployed persons * * * * * 8 11 * * * 225 * 

* No information is reported on the participation of the respective vulnerable group in the Programme 

Source: EA, own calculations 

 

HIGHLIGHTS 

 The net impact of the ALMPs funded under the 

state budget is directly correlated to the amount 

of funds spent. 

 The net effects are greatest in the period 

2002–2007  

 ALMPs has a clear positive impact on the labour 

force (labour demand). 

 The policy has a positive activating effect – it 

successfully stimulates the persons outside the 

labour force to participate in the labour market, 

i.e. to look for work or to effectively perform one, 

and stimulates the social inclusion of the treated 

persons as a secondary effect. 

 The net effects on the unemployment rate follow 

the scope and amount of ALMP funding. The 

decrease of the unemployment resulting from 

the policy is most notable in the years of eco-

nomic boom and expansion. During the reces-

sion period the effects are quite modest due to 

the highly reduced budget funds. 

 The effects measured in terms of the average 

annual nominal wage are relatively small in per-

centage terms but have a positive sign. 

 The ALMPs has a small but positive net effect 

on the GDP. 

 The impact on the GDP is most significant 

in the period 2002-2005 (at that time both 

the funds for the ALMsP and the number 

of persons employed under the pro-

grammes and measures are highest). 

 The effect is weakest at the end of the pe-

riod (2010 and 2011) since the scope and 

funding of the measures and programmes 

by the state budget funds are most re-

stricted. 

 The effects on the budget balance are relatively 

small, but positive. 

 The ALMPs has a positive impact on the key 

economic indicators of all economic sectors. 

 Most significant is the effect in the con-

struction and related services – manufac-

turing industry, building materials produc-

tion, etc. 

 The effects by sectors peaked in 2003 

and 2004, mainly in the construction. 

 The programmes and measures with the most 

significant positive impact are those oriented to-

wards the long-term unemployed, unemployed 

over 50 years of age and unemployed young 

persons aged up to 29 years. 

 The contribution of the successfully engaged 

persons from the vulnerable groups to the over-

all employment at labour market generated as a 

result of the active policy varies according to the 

specifics of the individual vulnerable groups: 

 For the long-term unemployed this contribu-

tion amounts on average to approximately 

24% for the period 2003-2011; 

 For the persons aged over 50 years – nearly 

6% on average for the period 2003-2011; 

 For the young persons aged up to 29 years – 

nearly 5% on average for the period 2003-

2011; 

 For the persons without qualification – nearly 

1% on average for the same period; 

 For the persons with disabilities – 0.5% on 

average for the period. 
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6. Conclusion 

6.1 Macroeconomic environment and labour market 

As a result of the large-scale restructuring in 1998–2000, the unemployment level rose to val-

ues which were among the historical highs in 2001. After 2002, a new round started in the develop-

ment of the labour market, which was featured by increases in employment figures and falling unem-

ployment levels. In 2002–2005, the development of the labour market was largely affected by the im-

plementation of active labour market policies, especially the National Programme From Social Assis-

tance to Employment. The increased labour demand in the period of rapid economic development in 

the pre-crisis years, especially in industries which were then overheating, such as construction, was 

the main cause for the increases in employment and the decline of unemployment to historical low 

levels. The economic crisis which started in 2009 had a lasting effect on the labour market, and not 

earlier than in 2014, the first signs of recovery could be seen: weak growth of employment figures and 

a falling unemployment level. 

In the framework of an ongoing economic restructuring since 2009, the efficiency of the functioning of 

the labour market has been deteriorating, thus indicating the accumulation of structural mismatches. 

The youth unemployment rate (15-24 years old) showed the largest response among all age groups 

to the shift in the economic cycle: in periods of economic growth young people are quickly hired, pos-

sibly due to the flexible nature of the corresponding jobs, lower employers’ costs compared to the 

case in which more experienced and higher qualified workers, etc., while in times of crisis youth are 

among the most adversely affected as employers lay off their least experienced workers. While the 

unemployment level for the youth having upper-secondary education was comparable to the EU av-

erage, the rate for the youth having the lowest educational attainment levels exceeded 51% in 2013, 

which is an indication of a mismatch between the supply and demand for qualifications and skills in 

the labour market. 

The increase in the unemployment rate (which was much faster compared to the ones pertaining to 

the remaining two educational attainment levels, upper-secondary and higher education) for the per-

sons having primary or lower, or lower-secondary education, was determined by the ongoing job re-

structuring targeted at keeping the more productive employment, as in times of economic crisis em-

ployers aim at improving efficiency. 

Key factors for the emergence of structural unemployment were the high unemployment rate for per-

sons having low educational attainment (lower-secondary or lower education), as well as the long 

unemployment duration were. The firing of predominantly low-skilled workers was the main reason for 

the increase of the number, the share, and the rate of long-term unemployment in the period 2010–

2013. Similar trends were observed in the remaining EU-28 Member States, but the rates of increase 

in Bulgaria were higher. 

The new needs of the economy, as well as the accumulation of structural imbalances in the labour 

market with potentially adverse effects on the economy, both in the short- and in the long-run, brought 

to the fore the necessity of implementing adequate labour market policies to support the job aptitude 

of unemployed persons and to contribute to their lasting accommodation in the labour market. 

6.2 Human capital investments and active labour market policy 

In 2000–2014 approximately BGN 40 bn. were invested in human capital; about 80.9% of 

them were public expenditure on education, 13.3% were private expenditure on education, 5.2% were 

the state-budget expenditure on active labour market policies, and 0.2% were the expenditure on pro-

fessional training financed with EU funds under the operational programmes. Despite their unques-

tionable role for the improvement of the labour market situation, that structure of investments in hu-
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man capital implied a limited potential of ALMPs to achieve sizable positive effects at the macroeco-

nomic level. Moreover, the problems of the labour market which defined the actual areas of interven-

tion of ALMPs resulted from the level of efficiency and the impact of all other types of human capital 

investments made in the last several decades. Last but not least, the volume of investment under 

ALMPs in Bulgaria was determined by the resources of fiscal policy, which, unlike in times of econom-

ic expansion, were limited in times of economic recession. 

Active policy financed through the budget had the largest coverage with respect to participants in 

measures and programmes in 2000–2002. During that period, the number of persons newly included 

in employment measures or programmes, or in trainings, was between 200 and 250 thousand. That 

was the period of the highest unemployment in the country which determined the necessity for large-

scale ALMPs by which to alleviate or solve the labour market problems existing at that time. 

In 2003–2006 the scope of ALMPs remained relatively large. The number of newly-included persons 

in the various employment and training interventions ranged between 170 and 190 thousand, and the 

ALMPs budget was between BGN 150 and 180 mln. 

In 2007–2009 the budget of ALMPs was kept relatively close to the previous period levels. It was in 

the range of BGN 150-160 mln. At the same time, a decline in the number of persons who took part in 

various employment and training measures and programmes was observed. Even as early as in 2006 

the number of newly-included persons decreased by more than 10% compared to the previous year, 

to reach 148.7 thousand, and that trend was maintained in 2006–2009, too. In 2008 and 2009 the 

number of newly-included persons decreased to 110-115 thousand, or by about 40% compared to 

2004, and by about 55% compared to 2002 (the year in which the number of newly-included persons 

was the largest). The period 2006–2008 included the years of the highest growth of the Bulgarian 

economy when unemployment decreased to exceptionally low levels – both compared to the historical 

data series for Bulgaria, and to the EU average unemployment level. During that period, ALMP’s main 

goal was to facilitate the labour market access of vulnerable groups of persons having lower chances 

for employment, as well as to stimulate the return of inactive persons to the labour force. 

In 2010, a sharp contraction of the scope of ALMPs was observed in the country. In 2011, ALMPs 

expenditure financed through the state budget were at their lowest level (BGN 53.8 mln); in the follow-

ing years they increased, and in the last two years (2013 and 2014) they were in the range of BGN 

80-85 mln. The number of persons who participated in the employment and training measures and 

programmes was the lowest in 2012. In 2013 and 2014, the number of persons newly included in 

ALMP increased which manifested the efforts of the government to directly affect the dynamics of the 

unemployment level in the country. 

One of the main ALMPs categories was Category 6, Direct Job Creation, which included programmes 

and projects related to direct labour market accommodation of unemployed persons through support-

ed employment for a specified period of time. The share of subsidized employment figures was the 

largest in 2003 (86.1% of all ALMPs participants), and it was the lowest in 2009, when the number of 

participants in this category were still more that the half (59.8%) of all ALMPs participants. This cate-

gory included the largest ALMP initiative financed through the budget: the National Programme From 

Social Assistance to Employment. Its efficiency measured by means of the share of persons returning 

to unemployment registration in the total number of programme participants was low, as only slightly 

above 1/3 of all participants did not register again as unemployed. This shows that its implementation 

had a quantitative effect on labour market indicators but only in the short-run, and the activities carried 

out under the programme which mainly related to public works did not contribute significantly to the 

lasting accommodation of unemployed persons in the labour market. 

Category 2, Training, included the activities aimed at increasing the employment aptitude of active 

labour market policy target groups through the provision of training in an institutional environment for 

the acquisition or improvement of professional qualifications, of literacy training, of training for the 

acquisition or improvement of key competences, or of motivation training. Besides that, a part of the 



137 

employment programmes and measures included a qualification (educational) component, too. This 

category also included the measures to stimulate internships and apprenticeships. 

The category’s share in ALMPs was the largest in 2005 when the expenditure on that category 

amounted to about 15% of all ALMPs expenditure. In the following years the expenditure on trainings 

were constantly decreasing until 2010 when they reached their minimum of BGN 1.4 mln for the entire 

analysed period. Since 2011, the expenditure on trainings have been following a tendency of a con-

stant increase, to get to BGN 12.3 mln in 2014, which, having in mind the relative restrictions concern-

ing the overall resource for active programmes and measures, contributed to the increase of the 

share of funds devoted to training to 15.1%. 

Category 4, Employment Incentives, was predominantly targeted to employers. It encompassed most 

of the employment stimulation measures included in the Employment Promotion Act, as well as some 

other programmes with a similar focus. Over 99% of the amounts spent under this category were di-

rect payments to employers covering their costs on wages, related payments according to the Labour 

Code (LC), and all insured risks (social, health, and unemployment insurance) for persons who were 

directed by labor offices (LO) and who started working. 

Expenditure under the Employment Incentives category were constantly expanding their share in total 

ALMPs expenditure in 2003–2008, and in the last year of this period that share reached 19.1%. In 

2009–2010 their share in total ALMPs expenditure stayed at about 19%. In the following three years 

the share of that category in ALMPs expenditure financed through the state budget increased and 

was in the range of 21–24%. That category’s programme and measure efficiency was relatively high, 

with about 16.5% of participants re-registering as unemployed in labor offices after they were discon-

tinued. 

Category 5, Supported Employment and Rehabilitation, included programmes that stimulate the em-

ployment of permanently disabled persons and disabled veterans. The expenditures were channelled 

entirely as subsidies to employers who created jobs for permanently disabled persons. As this catego-

ry included measures addressing a single vulnerable group in the labour market, it did not constitute a 

significant part of active measures financed by the government. Usually, the expenditure under Article 

52, Paragraph 1, and Article 52, Paragraph 2 of the Employment Promotion Act accounted for about 

2% of the active policy expenditure of the government. 

The interventions under Category 7, Start-up Incentives, were directed mainly to stimulating unem-

ployed persons to start their own business activities. A part of the programmes had a peculiar focus to 

a specific industry or economic activity. This was one of the smallest-scale categories in active labour 

market measures, and usually it accounted for under 2% of total ALMPs expenditure. 

The bulk of expenditure was channelled to the programme participants. In the first years of the moni-

tored period (2004–2005), the expenditure on programmes in this category were relatively equally 

distributed between programme participants and firms providing services under those programmes, 

but in the following years the expenditure channelled to the programme participants gradually in-

creased, and in 2010–2012 they practically exhausted almost fully the expenditure made under the 

programmes. 

All programmes (except the measures to support entrepreneurship considered in Category 4), includ-

ed in Category 7, were small with regard to their scope, and the expenditure made for them through 

the MLSP budget set aside for active measures usually did not exceed BGN 1 mln throughout the 

whole period of their operation. 
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6.3 The impact of active labour market policies 

6.3.1 Net impact on the labour market, on main macroeconomic indicators, and 

by economic industry 

The impact of active labour market policies (ALMPs) in the period under consideration was 

largely related to the amount of national budget funds allocated for that purpose, and to a lesser ex-

tent to the type and goals of interventions financed under ALMPs. In this respect, it can be asserted 

that ALMPs achieved its goal to provide opportunities for increasing the incomes of the most vulnera-

ble groups at the labour market, and to maintain the working skills of (long-term) unemployed per-

sons. The estimated macroeconomic effects are overall positive, and they are the largest between 

2003 and 2005 when ALMPs received the largest funding. 

In the analysed period, ALMPs affected in the most direct way employment and unemployment in the 

country, the former rising as a result of ALMPs, and the number of unemployed persons in the labour 

market falling. Indirectly, however, ALMPs had a positive impact on the labour market participation 

rate, too, and the expansion of the labour force produced better social inclusion of the vulnerable 

groups of persons as a secondary effect. 

Concerning the average wage, two opposite effects from the implementation of ALMPs can be identi-

fied. On the one hand, the low remuneration of the persons who worked under ALMPs reduced in a 

purely mechanical way the average wage in the country, as the persons employed under programmes 

and measures were low-paid as a rule. On the other hand, the higher labour demand created through 

ALMPs exerted upward pressure on the price of labour. The simulations carried out show that in the 

case of ALMPs in 2000–2011 the second mechanism was the dominant one, and the estimated ef-

fects on wages are very low but positive. 

With respect to the general impact of ALMPs on the economy of Bulgaria, the increased incomes re-

lated to ALMPs employment exerted upward pressure on consumption. The increased demand in the 

economy, on its behalf, had a stimulating effect on investment. Those two positive effects on aggre-

gate demand in the economy were partially counterbalanced by the increased imports, but as a whole 

the effect on GDP in the entire period 2000–2011 was low but still positive.  

By economic sectors, the largest effect from ALMPs was on employment and gross value added in 

construction and the activities and productions related to it, as well as in the provision of social ser-

vices. It is worth noting, however, that the described effects were of only short-term nature, and they 

did not affect directly the production potential, i.e. the long-term dynamics of the economy. 

The higher demand exerted upward pressure on consumer prices in the country which, in turn, to-

gether with the higher economic activity, contributed to the increase of state budget revenues. For 

that reason, despite the higher public expenditure related to the implementation of ALMPs, the policy 

effect on the budget balance in the analysed period was positive. 

The effects on the remaining institutional sectors in the economy were second-order and very low in 

magnitude. Concerning the external sector, as a result of the implementation of ALMPs, a slight dete-

rioration of the current account balance was observed. Although it was weak, the increase in econom-

ic activity in the country led to increases in money supply and in credit to the private sector. 

6.3.2 Net impact on vulnerable groups 

The vulnerable groups in the labour market in Bulgaria which were among the target groups of 

the implemented ALMPs included unemployed persons up to 29 years old, unemployed persons over 

50 years old, long-term unemployed persons, persons having no qualification, and permanently disa-

bled persons. 

The net impact on vulnerable groups resulted from both the specific characteristics of those vulnera-

ble groups which determine the size of net effects at the individual level, and the ALMPs focus. The 

share of persons covered by programmes and measures in the total number of registered persons 
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from the respective vulnerable groups varied in the different years of the examined period: for the 

period 2003–2011 the share of long-term unemployed persons amounted on average to 52% of all 

registered unemployed persons in this vulnerable group; the unemployed youth were on average 34% 

of the registered persons in this vulnerable group in that period; the unemployed persons with disabili-

ties: 22%; the unemployed persons over 50 years old amounted on average to 17% of the registered 

ones; the unemployed persons having no qualification or specialization were 2%. 

The most sizable effects were observed in the group of long-term unemployed persons. The share of 

successfully intervened long-term unemployed was significant. The number of persons remaining 

employed in the labour market one year after their participation in measures and programmes 

ceased, amounted to approximately 18.5 thousand per year for the period 2003–2011. The most tan-

gible positive impact on this vulnerable group was observed in 2007 when the successfully intervened 

persons represented about 19.9% of the registered long-term unemployed persons. The group of un-

employed persons over 50 years old ranked next with respect to the magnitude of net effects. The 

number of employed persons on the labour market one year after their participation in measures and 

programmes ceased amounted to approximately 3.6 thousand per year. The share of successfully 

intervened unemployed youth in employment was relatively lower. The annual average of number of 

young persons employed in the labour market one year after their participation in measures and pro-

grammes ceased amounted to about 3.0 thousand for the period 2003–2011 г. The annual average of 

the number of disabled persons and persons having no qualification employed on the labour market 

one year after their participation in measures and programmes ceased amounted to approximately 

1.0 thousand for the analysed period. 

The assessment of the reported net effects from the implemented active labour market policies in 

Bulgaria shows that it contributed to the increase of employment in the country on average by 2.3% 

for the period 2003–2011. From the perspective of individual vulnerable groups in the labour market, 

the reported effect is lower, and the contribution to employment resulting from the net ALMPs effect 

varies in line with the specifics of the individuals groups and the policy focus: 

 The contribution of the impact on long-term unemployed persons to the employment gener-

ated as a result of implemented active policies amounted to 24.3% on average for that peri-

od; 

 The contribution of the impact on unemployed persons over 50 years old to the employment 

generated as a result of implemented active policies amounted to 5.7% on average for that 

period; 

 The contribution of the impact on unemployed youth to the employment generated as a re-

sult of implemented active policies amounted to 4.7% on average for that period; 

 The contribution of the impact on persons having no qualification or specialization to the 

employment, generated as a result of implemented active policies amounted to 0.8% on av-

erage for that period; 

 The contribution of the impact on permanently disabled persons to the employment, gener-

ated as a result of implemented active policies amounted to 0.5% on average for that period. 

The lowest net effect from the resulting employment was reported for the persons having no or low 

educational attainment and for disabled persons. 

On the one hand, the inclusion of those persons in trainings or supported employment was their only 

opportunity for equal participation in the labour market, therefore to report significant net effect for 

them would be implausible. 

On the other hand, the stress of ALMPs in the period of tangible economic growth was put on other 

vulnerable groups: unemployed youth up to 29 years, unemployed persons over 50 years, and long-

term unemployed persons. The observed positive net effects on the success of those persons in the 

labour market were determined also by the increased labour demand in the economy. At the same 
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time, the share of persons having no qualification or specialization registered in labor offices had the 

leading role throughout the whole studied period, and the efforts of active policy to overcome this key 

structural problem in the long-run had a limited influence97. 

In the period after the start of the economic crisis, the scope of ALMPs was severely reduced due to 

the considerable shrinkage of resources for programmes and measures financed through the state 

budget. Thus, together with the existing structural mismatches in the labour market, the active policy 

encountered a serious challenge to support labour demand in an environment of rising unemploy-

ment, which limited highly its positive impact. From this perspective, the assessment of ALMPs for the 

entire studied period shows that its coverage was insufficient in the period after the start of the crisis: 

the measures and programmes contributed to the increase of labour demand but had a limited influ-

ence on raising the educational and occupational status characterizing the vulnerable groups, and 

impeded their active inclusion in the labour market. 

6.4 Conclusions and recommendations concerning active labour 

market policy 

 Potential and limitations of ALMPs to affect social and economic processes 

The effects from ALMPs interventions should be sought primarily in the stimulation and job 

creation, in decreasing the unemployment level in the country, and in the re-inclusion in the labour 

market of a part of the persons who left the labour force. 

By achieving those main goals, ALMPs has the potential to also affect indirectly the dynamics of other 

macroeconomic indicators such as GDP growth, average wage, budget balance, etc. Those indica-

tors, however, are not, and should not be the main focus of interventions. The ALMPs effects on them 

cannot be known in advance, moreover the empirical facts established worldwide provide evidence 

for both positive and negative impacts. The differences in the direction of effects can be due to the 

macroeconomic environment, to the design of specific measures and programmes, as well as to the 

specifics of vulnerable groups which are targeted by active policy. This fact by no means underesti-

mates the role of such policies. In practice, the formulation and implementation of ALMPs requires the 

adherence to a pre-defined balance between social and purely economic benefits. Therefore follows 

the fact that the specification of target values of macroeconomic indicators for the medium- and long-

term is not straightforward, too. For that reason, the main indicators which should be tied to target 

values measuring the effects from interventions should be related to the labour market: number of 

jobs created, respectively reduction in the number of unemployed persons (unemployment rate), inte-

gration in the labour market of most vulnerable groups, etc. 

The assessment of the implemented ALMPs should be carried out after taking into account a complex 

of criteria. Macroeconomic effects of ALMPs are only a part of this complex, and their role should not 

be overstated. Attributing too high importance to ALMP’s macroeconomic effects bears the risk of 

neglecting important structural and social effects from policy implementation. The excessive emphasis 

on macroeconomic consequences of ALMPs would lead mechanically to preferential treatment of 

large-scale (especially regarding employment) policies at the expense of policies oriented towards 

specific target groups. In addition, the assessment of ALMPs should take into account the dynamic 

policy effects, respectively the long-run consequences of their implementation. For example, a large-

scale employment programme concentrated within a year could have a large one-off effect on eco-

nomic growth for the respective period but practically it would have no effect on economic develop-

ments after it is discontinued. At the same time, a smaller-scale programme which improves the quali-

ty of human capital would have a positive effect on the characteristics of the labour force even after it 

                                                
97

  Account should be made of the fact that the largest effect concerning the integration of vulnerable groups in the labour 

market was observed with respect to the participants in the National Programme From Social Assistance to Employ-

ment, but this programme had a limited effect on the causes determining the exclusion of long-term unemployed per-

sons from the labour market, including their educational and occupational status. 
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is discontinued. From this perspective, the latter could turn out to be more significant as far as the 

cumulative change of GDP over a longer time horizon is concerned. 

 Recommendations concerning the goals of active labour market policies 

The aims and scope of ALMPs do not imply effects on the overall macroeconomic dynamics, 

or on the dynamics of specific economic sectors. The impact of active labour market policy is concen-

trated mainly on the labour market indicators. The primary goal is to provide employment to some of 

the most vulnerable groups in the labour market, to contribute to the maintenance of working habits of 

long-term unemployed persons, and to stimulate the creation of new jobs through initially supporting 

employment, or through the stimulation of entrepreneurship. Some active programmes and measures 

in the labour market also have significant social aspects both to employed persons, and to their bene-

ficiaries. 

Concerning the remaining economic sectors, in the case of Bulgaria it can be asserted that ALMPs 

had a small effect on domestic demand and imports, therefore on inflation and the state budget. Hav-

ing in mind the high share of programmes such as the National Programme From Social Assistance 

to Employment, the sector-specific ALMPs effects were concentrated in several sectors such as con-

struction which was characterized with low labour productivity. 

From the efficiency perspective, it should be taken into account that the main goal of ALMPs is not the 

achievement of economic efficiency, i.e. to obtain the maximum possible economic outcome (e.g. 

concerning GDP, or employment) given a specified level of expenditure. Therefore, it is instead rec-

ommended that efficiency is, for example, identified with efficiency of interventions which reduces to 

using the ratio of re-registered unemployed in labor offices and the number of all participants in the 

intervention. It is, however, of utmost importance to interpret this indicator correctly. In many cases, 

the return of persons subject to the respective interventions to the services of the labor offices is re-

ported as low efficiency. The error contained in this kind of interpretation consists in the fact that in 

such a way important aspects of the ALMPs impact are underestimated, or even fully neglected. In 

particular cases, the participants subject to interventions targeted to specific target groups (e. g. per-

manently disabled persons or elderly unemployed close to retirement) are characterized with a rela-

tively low probability of finding accommodation on their own in the primary labour market. Therefore, 

the exclusion of those persons from the coverage of ALMPs practically leads to their social exclusion. 

Moreover, interventions such as the Programme Personal Assistant are characterized with effective 

scope, functions, and impacts which by far exceed the nominal ones. In particular, they provide em-

ployment to members of the families of the permanently disabled persons which itself does not com-

ply with the narrow definitions of economic efficiency but at the same time provides opportunities for 

incomes, social inclusion, improvement of the overall quality of life of the whole family, and therefore 

increase the overall economic welfare of society. 

The same approach regarding the assessment of efficiency should be applied also with respect to the 

long-term effects of interventions concerning employment. 

 Recommendations concerning the precise definition of ALMPs target groups 

Having in mind the fact that budget financing is in general a highly limited resource, as well as 

the one that in the context of addressing the labour market issues that resource is confronted with 

additional limitations stemming from the need to cover the largest possible set of social areas with 

public policies, this necessitates in particular an exceptionally precise formulation of ALMPs. 

With a view to guaranteeing high efficiency of measures corresponding also to the goals for a lasting 

increase of general economic welfare in the country, a clear definition of the direct goals of ALMPs, 

respectively a precise definition of the scope and composition of target groups subject to intervention 

are necessary. More concretely, this requires the precise and clear identification of the criteria which 

define a person as truly eligible for inclusion in the scope of ALMPs so that the risk of spending 

amounts on persons, who are not indeed in an unfavourable position in the labour market, is avoided. 

For example, defining the persons up to 29 years old as a target groups is too broad as a criterion. In 
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practice, this theoretically would allow persons who are materially much better-off than the average 

and who have a high level of qualification, etc., to become a focus of policy. It is necessary that the 

target groups are complemented and classified in sub-groups so that the target group persons who 

are in risk of poverty, have no education or qualification, etc. 

The refinement of the definition of target groups can be carried out only in the environment of a high 

quality and broad scope of the statistical information related to the potential beneficiaries of interven-

tions. Also, in order to continuously monitor the efficiency and adequacy of the implemented interven-

tions, it is necessary that a system of effective control and accountability with respect to the details 

concerning the profile of persons in the vulnerable groups covered by the interventions is built98. The 

latter would allow fine tuning even in the cases when efficiency is at or above the minimum required 

levels. 

Based on the above-said, it can also be inferred that the clearly defined policy goals imply also a clear 

distinction among the types of necessary interventions according to the specifics of the persons falling 

within their scope. Therefore, the persons who require a one-off intervention and who can handle 

alone the challenges of the labour market afterwards should be clearly distinguished from the persons 

who need constant support without which they find themselves in extremely unfavourable conditions 

regardless of their actions. 

 The principle of complementarity of national and EU funds 

The economic crisis which started in the country in 2009 led to lower state-budget revenues. 

The need for fiscal consolidation was also reflected in the resources allocated for ALMPs. In 2010 

there was an abrupt reduction of the scope of ALMPs in the country. The resources of ALMPs fi-

nanced through the state budget shrank by 59% compared to 2009, and the number of participants 

decreased by 49%. The main reasons for this were: 

 This was the first year in which the Operational Programme Human Resource Development 

was a real source of ALMPs funding in the country. In the following years the EU funds be-

came an increasingly important source of financing ALMPs. In 2010 the Operational Pro-

gramme Human Resource Development funds amounted to about 10% of the total ALMPs 

financing (budget resources and EU funds), and in 2014 the Operational Programme Hu-

man Resource Development funds were already 87.5% of the total budget. 

 The deterioration of the budget balance led to the enforced policy of reduction of all possible 

budget expenditure. Due to this, the structure of the distribution of amounts spent on various 

                                                
98 

 The publicly available references providing information on the registered unemployed persons, on their structure, and on 

the ALMPs expenditure and participants are characterized with fragmented and inconsistent indicators reported in them. 

The only indicators which are invariably present in the references are the ones on amounts spent, on the persons who 

have worked, on the newly included persons (the various interventions define this indicator in different ways), including 

females. The recommendations which can be made with respect to the provision of information are as follows: 

• Every person registered in the lalor office should have a `passport’ which includes indicators by main vulnerable 

groups (age, presence or absence of permanent disability, educational attainment and qualification availability, 

etc.), which could later be used in making queries on the persons who took part in ALMPs. At the same time, such 

`passports’ would be helpful in selecting samples for future assessments of interventions. 

• The references concerning interventions should be unified as much as possible which would allow to summarize 

the data at levels higher than the one of the individual intervention. Currently the references are oriented towards 

interventions. Due to the fact that a large number of interventions are short-lived (sometimes they are applied for a 

period of 1 to 3 years) the present design of references makes an impression of irregularity. It would be good if in 

the future the references are made with the notion of some summarization; this could be implemented by ALMPs 

categories which are anyway used for the needs of reporting to Eurostat. 

 The presence of `passports’ and a unified design of references would allow the future assessors of ALMPs to make 

other summarizations, too, which would serve their purposes, for example to include vulnerable groups in the labour 

market taking into account not only the special interventions targeted at them but also the general-purpose interventions 

(e.g. the National Programme From Social Assistance to Employment, Beautiful Bulgaria,etc.). 
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active labour market initiatives displayed a tendency of a lasting increase of financing 

through the European Social Fund (ESF). 

As a whole, the government response in this respect can be described as insufficiently counterbalanc-

ing the unfavourable situation resulting from the economic recession. It is only a lucky coincidence 

that those restrictions on expenditure were compensated to some extent by the accelerated execution 

of projects under the 2007–2013 Operational Programme Human Resource Development. 

The interventions under the Operational Programme Human Resource Development and the ones 

financed under the state budget have common goals: to create employment and to improve the char-

acteristics of the labour force. Thus, they can be unconditionally considered as complements. Viewed 

from a different perspective, it is not justifiable to view those two sources as substitutes, as in the 

general case this approach leads to putting at risk the adequacy of the entire financing and seriously 

jeopardizes the execution of the set goals. 

In this context, it is required that the assessment of ALMPs is carried out in an integrated manner, 

without mechanically separating the measures on the basis of sources of financing. In other words, 

the separate consideration of ALMPs financed by the state budget and EU-financed ALMPs eventual-

ly leads to the lack of synergy and lowers the overall efficiency. 

 Cyclical position of the economic, macroeconomic policy, and ALMPs 

Macroeconomic management requires that macroeconomic policy (ALMPs in particular) be 
consistent with the phase of the business cycle. According to the principles established in the formula-
tion and implementation of fiscal policy, this means that the actions of the government will not lead to 
additional aggravation of the problems but possibly contribute to their mitigation and solution. There-
fore, in other words, ALMPs should be, if not countercyclical, at least neutral to the phase of the eco-
nomic cycles, while at the same time oriented towards dealing with the problems of structural nature. 
Thus, a contribution is made to the improvement of labour market flexibility and efficiency, and pre-
requisites are created for the balanced development of the national economy. For 2000-2014, ALMPs 
can be generally described as procyclical. In 2006–2008, when the economy of the country was char-
acterized with accelerated expansion and there were clear signs of overheating, the scale and the 
scope of measures and programmes did not correspond to the cyclical position of the Bulgarian 
economy. At the same time, in 2010–2012, when the economy was in the process of a slow and diffi-
cult recovery from the economic downturn, and the labour market was characterized with serious 
problems, they received limited funding and implementation, which hindered the achievement of the 
main policy goal. 

A recommended approach in this context is to structure ALMPs in such a way that when labour de-
mand is high and unemployment is low, efforts are directed primarily to vulnerable groups, while the 
remaining interventions are moved to the background. Also, ALMPs should pay more attention to in-
terventions which imply lasting, while maybe not immediate, effects. Conversely, in times of high un-
employment and increased social sensitivity towards unemployment dynamics in the country, it is 
appropriate to attribute primary importance to measures and programmes which have immediate ef-
fects although they might be short-lived and in many cases restricted to the time of duration of the 
intervention. In such circumstances, not only the vulnerable groups in the labour market need support 
but also persons who have become jobless due to the restructuring of economic activity. 

The structure of active policies is of crucial importance to the goals for achieving a long-term impact 
on economic growth. The policies targeted at direct job creation have more sizable effects on macro-
economic indicators in the short-run while those targeted at trainings have medium- and long-term 
impacts on the economy. The structure of programmes and measures in the studied period, meas-
ured by means of the number of participants and amounts spent, does not show sufficient flexibility 
with respect to the needs of the economy. In 2003–2014, the Direct Job Creation category was the 
leading one in ALMPs due to the fact that its main programme was the National Programme From 
Social Assistance to Employment. The share of directly supported job creation, in particular under the 
National Programme From Social Assistance to Employment, in total active policy expenditure was 
the highest one among all types of actions, both in periods of high economic growth and in times of 
crisis. 

The comparison of the expenditure structures by type of intervention with the remaining EU Member 
States shows that while in our country the focus was exceptionally on supported employment, in the 
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other countries the expenditure were predominantly channelled to training and measures to stimulate 
employment. The direct job creation should be more extensive in times of crisis, while in periods in 
which the level of unemployment is relatively low (below 8-9%) it is preferable that priority is given to 
Category 4, Employment Incentives, which is also characterized with higher efficiency measured by 
means of the lower share of persons returning to labor offices. Another advantage of Category 4, Em-
ployment Incentives, is that its initiatives are implemented in a direct contact with employers, and they 
satisfy existing demand in the labour market. 

It is recommended that the weight of Category 2, Training, in ALMPs is increased despite the fact that 
educational and qualification courses are also financed under the Human Resource Development 
Operational Programme. In order to boost the efficiency of the initiatives in this category, the weight of 
the courses aimed at the acquisition or improvement of specific qualifications demanded in the labour 
market, of apprenticeships and internships, should be increased. For this purpose, it is necessary that 
tighter relationships with employers and their organisations are established, as well as individual sec-
tor-specific studies which might provide hints on the existing needs for qualified labour force are car-
ried out. In order to achieve a synergy effect from the ALMPs initiatives package, mixed programmes 
and measures combining an educational component with an employment component should be im-
plemented.  

 



145 

7. Bibliography 

Aghion, P., Howitt, P. (1998), Endogenous Growth Theory, MIT Press. 

Aschauer, D. (1989), “Is Public Expenditure Productive?”, Journal of Monetary Economics, 23, pp. 177–200 

Bachtler, John et al. (2000) “Methodologies Used in the Evaluation of the Effectiveness of European Structural 

Funds: A Comparative Assessment”, Final Report to the Scottish Executive, European Policies 

Research Centre and Fraser of Allander Institute, University of Strathclyde. 

Barro, R. (1997), Determinants of Economic Growth: A Cross-Country Empirical Study, MIT Press 

Barro, R. and X. Sala-i-Martin (1992) “Convergence”, The Journal of Political Economy, 100 (2), pp. 223–251 

Barro, R. and X. Sala-i-Martin (2005), Economic Growth, 2nd Edition, MIT Press 

Barro, R., “Education and Economic Growth”, Research Paper, Harvard University, 2001. 

Barro, R., “Human Capital and Growth in Cross-Country Regressions”, Swedish Economic Policy Review, Vol. 

6, No.2, pp. 237–277, 1999. 

Barro, R., X. Sala-i-Martin, O. Blanchard and R. Hall (1991), “Convergence Across States and Regions”, 

Brookings Papers on Economic Activity, Vol. 1991, No. 1, pp. 107-182. 

Becker, G., Human Capital: A Theoretical and Empirical Analysis with Special Reference to Education, 3rd 

edition, NBER, The University of Chicago Press, 1993. 

 Benhabib, J., Spiegel, M., “The Role of Human Capital in Economic Development: Evidence from Aggregate 

Cross-Country and Regional U.S. Data”, Working Paper No. 9224, C.V. Starr Center for Applied 

Economics, New York University, 1992. 

Betcherman, G., K. Olivas, A. Dar (2004). “Impacts of Active Labor Market Programs: New Evidence from 

Evaluations with Particular Attention to Developing and Transition Countries”, Washington DC: World 

Bank. 

Beugelsdijk, M. and S. Eijffinger (2005) “The Effectiveness of Structural Policy in the European Union: An 

Empirical Analysis for the EU-15 in 1995–2001,” Journal of Common Market Studies, 43(1), pp. 37-51. 

Binmore, K., A. Rubinstein and A. Wolinsky (1986),“The Nash Bargaining Solution in Economic Modelling”, The 

RAND Journal of Economics, 17(2), pp. 176-188. 

Bologna indicators on educational systems- UOE data, Eurostat. 

Bom, P. and J. Ligthart (2008), “How Productive is Public Capital? A Meta-Analysis”, CentER Discussion Paper 

Bradley, J. and G. Untiedt (2007) “Do Economic Models Tell Us Anything Useful about Cohesion Policy 

Impacts?: A Comparison of HERMIN, QUEST and ECOMOD”, GEFRA Working Paper Nr. 3. 

Bradley, J. et al. (2006) “Quantitative Assessment of the Estimated Impact of the NDP/NSRF using a 

macroeconomic model for the Czech Republic”, GEFRA Münster. 

Bradley, J. et al. (2009) „Structure and Properties of The Turkish Hermin Model – HTR5”, Economic Modeling 

Department, General Directorate of Economic Modeling and Strategic Research, State Planning 

Organization, Ankara. 

Bradley, J., E. Morgenroth and G. Untiedt (2003) “Macro-regional Evaluation of the Structural Funds Using the 

HERMIN Modelling Framework”, Paper for presentation at the 43rd Congress of the European Regional 

Science Association 27 Aug 2003 – 31 Aug 2003, University of Jyväskylä, Jyväskylä, Finland. 

Brettell, Saxon (2003) “Econometric Modelling in the Evaluation of Regional Sustainable development”, A 

keynote paper to the 3rd workshop of the EU Thematic Network project REGIONET Evaluation methods 

and tools for regional sustainable development, Manchester University. 

Brodersen K. H., F. Gallusser, J. Koehler, N. Remy, and S. L. Scott (2014), „Inferring Causal Impact Using 

Bayesian Structural Time-Series Models“, Annals of Applied Statistics (in press), 09/2014. 

Bryson А., R. Dorsett and S. Purdon (2002) „The use of propensity score matching in the evaluation of active 

labour market policies.“, Department for Work and Pensions working paper no.4. 2002, Department for 

Work and Pensions. 

Calmfors, C., A. Forslund and M. Hemström, 2004, The Effects of Active Labour-Market Policies in Sweden: 

What is the evidence, in Agell, J., M. Keen and A.J.Weichenrieder (eds), Labour Market Institutions and 

Regulation, CESifo Seminar Series. 



146 

CEDEFOP (2009) Future Skill Needed for the Green Economy 

CEDEFOP (2010) The Right Skills for Silver Workers 

CEDEFOP (2011) Labour Market Polarization and Elementary Occupations in Europe 

CEDEFOP (2011) Migrants, Minorities, Mismatch 

CEDEFOP (2012) Building on Skills Forecasts – Comparing Methods and Application 

 CEDEFOP (2012) Future Skills Supply and Demand in Europe 

CEDEFOP (2012) Skill Mismatch 

CEDEFOP (2012) Skills Supply and Demand in Europe 

Coe, D. and E. Helpman (1995), “International R&D Spillovers”, European Economic Review, vol. 39, pp. 859-

887 

Corrado, C., Hulten, C., Sichel, D. (2002), “Measuring Capital and Technology: An Expanded Framework”, 

CRIW/ NBER Conference Measuring Capital in the New Economy, Washington, DC. 

de la Fuente, Angel (2003) “The Effect of Structural Fund Spending on the Spanish Regions: an Assessment of 

the 1994-99 Objective 1 CSF”, DOCUMENTO DE TRABAJO 2003-11, FEDEA. 

Deutsche Bundesbank (2000), Macro-econometric Multi-country Model: MEMMOD, Frankfurt am Main 

Dunnewijk, T., H. Meijers and A. van Zon (2007), “Accounting for the Impact of Information and Communication 

Technologies on Total Factor Productivity: Towards an Endogenous Growth Approach”, JRC Scientific 

and Technical Reports 

Eckey, Hans-Friedrich and Matthias Tϋrk (2006) “Convergence of EU Regions. A Literature Report”, Institut für 

Volkswirtschaftslehre, Volkswirtschaftliche Diskussionsbeiträge No. 80/06. 

Ederveen, S., H. De Groot and R. Nahuis (2006) “Fertile Soil for Structural Funds? A Panel Data Analysis of the 

Conditional Effectiveness of European Cohesion Policy”, Kyklos, 59(1), pp. 17-42 

Education and Training Monitor 2014, Bulgaria, European Commission  

European Commission (2002) Socio-Economic Tools for Sustainability Impact Assessment: The Contribution Of 

EU Research to Sustainable Development, edited by Marialuisa Tamborra, Directorate-General for 

Research. 

Eurostat, Labour market policy statistics, Qualitative report, Bulgaria 2004 

Eurostat, Labour market policy statistics, Qualitative report, Bulgaria 2006 

Eurostat, Labour market policy statistics, Qualitative report, Bulgaria 2008 

Eurostat, Labour market policy statistics, Qualitative report, Bulgaria 2009 

Eurostat, Labour market policy statistics, Qualitative report, Bulgaria 2010 

Eurostat, Labour market policy statistics, Qualitative report, Bulgaria 2011 

Eurostat, Labour market policy statistics, Qualitative report, Bulgaria 2012 

Farm, Ante, 2000. "Job Openings, Hirings, and Unmet Demand: A New Approach to the Matching Function and 

the Beveridge Curve," Working Paper Series 8/2000, Swedish Institute for Social Research.  

FIIAPP – Международна фондация и за Ибероамерика за Публична Администрация и Политики. Оконча-

телен доклад относно оценка на реализирания напредък по 6 схеми от ОП РЧР 2007–2010 г. 

Ganev, K., “Can Educational Attainment Explain Total Factor Productivity? Growth Accounting Evidence form 

Seven Transition Countries for the Period 1991–2000.”, Conference Proceedings, Conference for 

Medium-Term Economic Assessment, AEAF, Sofia, 2005. 

Ganeva, R., Ganev, K., “Quality of Human Capital Investments and Growth in a Solow-Type Model”, Annuaire 

de L’Universite de Sofia “St. Kliment Ohridski”, Faculte des Sciences Economiques et de Gestion, Tome 

3, pp. 95-104, Sofia, 2004. 

Gemmel, N., “Evaluation the Impacts of Human Capital Stocks and Accumulation on Economic Growth: Some 

New Evidence”, Oxford Bulletin of Economics and Statistics, Vol. 58, No. 1, pp. 9–28, 1996. 

Giovanna Aguilar & Sílvio Rendon, 2007. "Employment and Deadweight Loss Effects of Observed Non-Wage 

Labor Costs," IZA Discussion Papers 2856, Institute for the Study of Labor (IZA).  

Girma, Sourafel & Görg, Holger & Strobl, Eric & Walsh, Frank, 2008. "Creating jobs through public subsidies: An 

empirical analysis," Labour Economics, Elsevier, vol. 15(6), pages 1179-1199, December.  

Guellec, D. (2001), “R&D and Productivity Growth: Panel Data Analysis of 16 OECD Countries”, OECD 



147 

Heckman, J.and E. Vytlacil (2005) “Structural Equations, Treatment Effects and Econometric Policy Evaluation”, 

Econometrica 73 (3): 669-738 

Holtz-Eakin, D. (1994), "Public Sector Capital and the Productivity Puzzle," Review of Economics and Statistics, 

76 (1), pp. 12–21 

http://data.oecd.org/ 

http://ec.europa.eu/eurostat/data/database 

http://www.tubitak.gov.tr/tubitak_content_files/BTYPD/kilavuzlar/Frascati.pdf  

Jorgenson, D., Ho, M., Stiroh, K. (2003), “Growth in U.S. Industries and Investments in Information Technology 

and Higher Education”, Economic Systems Research, Taylor and Francis Journals, Vol. 15, No. 3, pp. 

279-325. 

Kalisch M. Mächler M, Colombo D, Maathuis MH, Bühlmann P (2012), “Causal Inference Using Graphical 

Models with the R Package pcalg.”, Journal of Statistical Software, 47(11), 1–26. ISSN 1548-7660. URL 

http://www.jstatsoft.org/v47/i11. 

Khandker, S.R., G.B. Koolwal and H.A. Samad (2010) Handbook on Impact Evaluation: Quantitative Methods 

and Practices, the International Bank for Reconstruction and Development / the World Bank. 

Kuddo, A. 2009. “Employment Services and Active Labor Market Programs in Eastern European and Central 

Asian Countries.” Washington DC: World Bank.   

Kyriacou, G. (1991), “Level and Growth Effects of Human Capital: A Cross-Country Study of the Convergence 

Hypothesis.”, Economic Research Reports 19–26, C.V. Starr Center for Applied Economics, New York 

University. 

La Ferrara, E. and M. Marcellino (2004), “TFP, Costs, and Public Infrastructure: An Equivocal Relationship”, 

Working Paper 

Lau, M., A. Pahlke and T. Rutherford (1997), “Modeling Economic Adjustment: A Primer in Dynamic General 

Equilibrium Analysis”, Working Paper 

Ligthart, J. (2000), “Public Capital and Output Growth in Portugal: An Empirical Analysis”, IMF Working Paper 

WP/00/11. 

Lucas, R. (1976), “Econometric Policy Evaluation: A Critique,” in: K. Brunner and A. Meltzer (eds.), The Phillips 

Curve and Labor Markets, Carnegie-Rochester Conference Series on Public Policy, Volume 1, pp. 19-

46. 

Mamatzakis, E. (2002), “Public Infrastructure and Private Output: An Application to Greece”, Journal of 

Economic Development, 27 (2), pp. 143-160 

Mankiw, G., D. Romer and D. Weil (1992), “A Contribution to the Empirics of Economic Growth”, Quarterly 

Journal of Economics, vol. 107 (2), pp. 407-437. 

Matovu, J. (2000), “Composition of Government Expenditure, Human Capital Accumulation, and Welfare”, IMF 

Working Paper, No. WP/00/15, IMF. 

Ministry of Finance, Latvia (2008) “EU funds macroeconomic impact assessment”, Second stage report, 

Contract No. FM 2007/ERAF – 5.2.3. – 2, Baltijas Starptautiskais Ekonomikas Politikas Studiju centrs, 

Baltijas Konsultācijas, Riga. 

Mohl, P. and T. Hagen (2008) “Does EU Cohesion Policy Promote Growth? Evidence from Regional Data and 

Alternative Econometric Approaches”, Discussion Paper No. 08-086, ZEW Centre for European 

Economic Research. 

Morgan, S. L. and Winship, C. (2007) Counterfactuals and causal inference: Methods and principles for social 

research, Cambridge University Press. 

Munnell, A. (1990), “Why Has Productivity Growth Declined? Productivity and Public Investment”, New England 

Economic Review, January/February 

Park, G., J. Shin and Y. Park (2006), “Measurement of Depreciation Rate of Technological Knowledge: 

Technology Cycle Time Approach”, Journal of Scientific & Industrial Research, 65, pp. 121-127 

Pearl J. (2000) Causality Models, Reasoning and Inference, Cambridge University Press. 

Percoco, M. (2005) “The Impact of Structural Funds on the Italian Mezzogiorno, 1994-1999”, Region et 

Development, No 21/2005. 

Roeger, W. and J. in`t Veld (1997) “QUEST II: A Multi Country Business Cycle and Growth Model”, European 

Commission, II/505/97-EN, October 1997. 

http://data.oecd.org/
http://ec.europa.eu/eurostat/data/database
http://www.tubitak.gov.tr/tubitak_content_files/BTYPD/kilavuzlar/Frascati.pdf


148 

Romer, P. (1990), “Endogenous Technological Change”, Journal of Political Economy, Vol. 98, No. 5, Part 2, 

pp. S71-S102. 

Solow, R. (1957), “Technical Change and the Aggregate Production Function”, Review of Economic and 

Statistics, 39 (3), pp. 312-320 

Stoilova, R., R. Simeonova-Ganeva and T. Kotzeva (2011) “The Impact of Gender on Mid-Career Labour 

Income: The Case of Bulgaria”, Working Paper No. 32, Social Sciences Research Network 

TransEurope, University of Bamberg. 

Stoilova, R., R. Simeonova-Ganeva and T. Kotzeva (2012) “Determinants of Gender Disparities in Labour 

Income: The Case of Bulgaria”, International Journal of Sociology, vol. 42, no. 3, Fall 2012, pp. 54-78. 

(Impact factor: currently being calculated) 

Trón, Zsuzsanna (2009) “Evaluation Methods of European Regional Policy and Reasons for Different 

Outcomes”, the Romanian Economic Journal, Year XII, no. 32 (2), pp. 149-185. 

Varga, J. and J. in’t Veld (2010), “The Potential Impact of EU Cohesion Policy Spending in the 2007-13 

Programming Period: A Model-Based Analysis”, European Commission, DG ECFIN 

Wostner, P. and S. Slander (2009) “The Effectiveness of EU Cohesion Policy Revisited: Are EU Funds Really 

Additional?”, European Policies Research Centre, University of Strathclyde, European Policy Research 

Paper No. 69. 

www.minfin.bg 

www.nsi.bg 

WYG International, (2007). Заключителен доклад относно нетна оценка на влиянието на Активни програми 

на пазара на труда. 

Zaleski, J. et. al. (2004) “Revision of the Polish HERMIN Model Using the New National Accounts: 1995 – 

2002”, WARR. 

Атанасов, А., Обединение „И-Рисърч“ (2014). Заключителен доклад по проект „Извършване на послед-

ваща оценка на всички елементи (програми и мерки за заетост) на активната политика на пазара 

на труда, в следните направления: насоченост; релевантност към Стратегията на ЕС „Европа 

2020”; икономичност; ефективност; ефикасност по Проект BG051PO001-6.1.11 „Извършване на 

оценка на ефекта на активните политики на пазара на труда, финансирани със средства от дър-

жавния бюджет” по ОП РЧР“ 

Атанасов, А., Обединение „И-Рисърч“ (2014). Заключителен доклад по проект „Извършване на послед-

ваща оценка на ефекта от активната политика на пазара на труда на индивидуално ниво“ по 

Проект BG051PO001-6.1.11 „Извършване на оценка на ефекта на активните политики на пазара 

на труда, финансирани със средства от държавния бюджет” по ОП РЧР 

Василев, Д., К. Ганев, Р. Симеонова-Ганева, П. Чобанов и С. Цветков (2011) Модел за оценка на ефекти-

те от Структурните и Кохезионния фонд на ЕС върху икономиката на България: Ръководство за 

работа с модела. Оценка на въздействието на СКФ върху икономиката на България. (Теоретична 

рамка, спецификация на модела, използвани данни, емпирични оценки, резултати от симулации), 

Министерски съвет, Р България. 

де Кьонинг, Я., М. Коцева, С. Цветков (2005). Основни резултати от междинна оценка на програмата „От 

социални помощи към осигуряване на заетост“ 

Доброславска, Л., Възпроизводство на квалифицирана работна сила, Център за професионална подго-

товка на работниците, 1990.  

Еducation at a Glance 2014, OECD Indicators 

Икономически и социален съюз (2009). Анализ на програмите, проектите и мерките за активната полити-

ка на пазара на труда в Националния план за действие по заетостта 2009 г., включително ОП 

РЧР, проект “Красива България” и Социално-инвестиционния фонд в Република България 

Коцева, М., А. Цветков (2010). Основни резултати от оценката на нетния ефект от посредническите услу-

ги. 

Кьонинг Я. де, М. Коцева, С. Цветков (2005), „Основни резултати от междинната оценка на програмата 

“От социални помощи към осигуряване на заетост” 

Министерски съвет, Стратегически доклад на Р България за 2012 г. 

МИНИСТЕРСТВО НА ОБРАЗОВАНИЕТО И НАУКАТА, „ОЦЕНКА НА ВЪЗДЕЙСТВИЕТО НА НАЦИОНАЛ-

НАТА СТРАТЕГИЯ ЗА УЧЕНЕ ПРЕЗ ЦЕЛИЯ ЖИВОТ ЗА ПЕРИОДА 2008–2013 ГОДИНА“, 2012 г. 

http://www.minfin.bg/
http://www.nsi.bg/


149 

МИНИСТЕРСТВО НА ОБРАЗОВАНИЕТО, МЛАДЕЖТА И НАУКАТА, „Анализ на сектора за учене на въз-

растни в България“, 2013 г. 

МИНИСТЕРСТВО НА ОБРАЗОВАНИЕТО, МЛАДЕЖТА И НАУКАТА, „Анализ на системата за осигуряване 

на качество на професионалното образование и обучение в България“, 2011 г. 

МИНИСТЕРСТВО НА ОБРАЗОВАНИЕТО, МЛАДЕЖТА И НАУКАТА, „Доклад за състоянието на сектора 

за учене на възрастни в България“, 2013 г. 

НСИ, „Анализ на състоянието на продължаващото професионално обучение в страната“, 2006 г. 

Обединение „И-РИСЪРЧ“ (2014), „Заключителен доклад по проект „Извършване на последваща оценка 

на всички елементи (програми и мерки за заетост) на активната политика на пазара на труда, в 

следните направления: насоченост; релевантност към Стратегията на ЕС „Европа 2020”; иконо-

мичност; ефективност; ефикасност“ по Проект BG051PO001-6.1.11 „Извършване на оценка на 

ефекта на активните политики на пазара на труда, финансирани със средства от държавния бю-

джет” по ОП РЧР. 

Обединение „Корпорейт енд Пъблик Мениджмънт Кънсалтинг Груп и Партньори” (2013). Резюме на 

окончателен доклад от оценка на постигането на стратегическата и специфичните цели на ОП 

РЧР за периода 2007 – 2010 г. 

Обединение активни политики на пазара на труда, 2014, Трети (заключителен) доклад по проект „Из-

вършване на последваща оценка на ефекта от активната политика на пазара на труда на инди-

видуално ниво“ по проект BG051PO001-6.1.11 „Извършване на оценка на ефекта на активните 

политики на пазара на труда, финансирани със средства от държавния бюджет” по ОП РЧР. 

Симеонова-Ганева, Р. и К. Ганев (2013) „Ефекти от политиките, финансирани от европейските фондове: 

оценяване на въздействието на инвестициите в образование и наука в България“, Институтът за 

икономически изследвания при БАН, Сборник доклади от конференция на тема: "Посткризисно 

икономическо развитие на ЕС и България", проведена на 18-19.10.2012 г.  

Симеонова-Ганева, Р., Панайотова, Н. и К. Ганев (2013) „Моделиране на възвращаемостта от образова-

ние и реализация на притежателите на докторски степени на пазара на труда в България“, сп. 

Статистика, бр. 3-4/2012, НСИ. 

Симеонова-Ганева, Ралица (2012) „Измерване на човешкия капитал в икономиката. Приложения за Бъл-

гария.”, сп. Статистика, бр. 3-4/2011, НСИ. 

Симеонова-Ганева, Ралица (2013) Иконометрично моделиране на възвращаемостта от образование, 

Авангард Прима, София, ISBN 978-619-160-109-7. 

Славова, З., Институт за пазарна икономика (2011). Оценка на въздействието от изпълнението на актив-

ните мерки на пазара на труда. 



150 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

MINISTRY OF LABOUR AND SOCIAL POLICY 

 

 

 

PROJECT BG051PO001–6.1.11 

„NET IMPACT ASSESSMENT OF THE ACTIVE LABOUR MARKET POLICY FUNDED BY THE 

NATIONAL BUDGET“ 

 

 

This document has been prepared with the financial support of the European Social Fund. The 

Ministry of Labour and Social Policy has overall responsibility for the contents of this document and 

under no circumstances this document can be considered as an official position of the European 

Union or the Contracting Authority. 


