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1. Summary
1.1. Automotive industry in Bulgaria
• Approximately 130 companies operate on the territory
of Bulgaria, producing components for well-known international automotive brands.
• Most companies are Tier 1, 2 and 3 suppliers, which
service a variety of industries, including the automotive (generally two types are distinguished: 1) producing
only for the automotive industry, and 2) servicing many
industries).
• Automotive companies are located in all regions of the
country, with a higher concentration in Southern Bulgaria.

• Growth rates of the economy are faster than the EU av-

erage. According to the quality of life indicators, tracked
on the international website Numbeo.com (used as a
source by many international newspapers and magazines, including BBC, Time, The Week, Forbes, The
Economist, Business Insider, New York Times, The Telegraph, USA Today and others), the country has made
significant progress in global ranking from 52nd position
in 2013 to 37th – in 2017. Numbeo provides current and
timely information on world living conditions, including
cost of living, housing indicators, health care, traffic,
crime and pollution.

• The number of the employed in the sector continues to
increase, exceeding 37 000 people in 2017.
• The total revenue generated by the automotive industry
in 2016 was close to € 2.5 billion and represented over
4% of Bulgaria’s Gross Domestic Product (GDP).

QUALITY OF LIFE RANKING
3
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• Over 50% of the companies have more than 250 employees and one-third of them – over 1000.
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1.2. Advantages of doing business in Bulgaria
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• Bulgaria is in top 3 of the countries with the lowest flat
rates for corporate and personal income tax in the EU.
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Lithuania

• There are tax incentives for opening new jobs and per-

forming manufacturing activities in municipalities with
high unemployment rates.
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Croatia

• Favourable investment environment – political and eco-

Slovakia

• Competitive labor costs.

Bulgaria
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nomic stability of the country.

• Specialized schools and technical universities for edu• Fixed exchange rate of the lev to the euro.
cess to the markets in Southeast Europe, EU, the Middle
East and North Africa.

• Low electricity prices.
• Low real estate costs.
• Prioritized construction of industrial zones on the territory of the country in the areas of already established
and operational manufacturing facilities.
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• Country EU membership since 2007, offering significant
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• Strategic geographical location, ensuring unhindered ac-

advantages from a logistical point of view, as well as
additional opportunities for business funding through EU
programs. The active EU programmes during the current
Programming Period (2014 - 2020) are Operational Programme „Human Resources Development“, Operational
Programme „Innovation and competitiveness“, „Science
and education for smart growth “ and others.
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cating potential employees for the automotive industry.
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• Bulgaria positions on the 39th place in terms of “ease

of doing business” amongst 190 countries around the
world, based on the World Bank Group’s index. Higher rankings (lower numerical values) indicate better,
usually simpler, regulations for business and stronger
protections of property rights.

WORLD BANK’S EASE OF DOING BUSINESS INDEX
Country
Romania
Slovenia
Poland
Bulgaria
Czech Republic
Latvia
Hungary
Estonia
Slovakia
Germany

Change in rank - 2017 vs.
2006
42
33
30
23
14
12
11
4
4
2

Fig. 2

1.3. Current challenges in Bulgaria

2006 Rank

36
30
24
39
27
14
41
12
33
17

78
63
54
62
41
26
52
16
37
19
Source: World Bank; Colliers International

1.4. Expectations of the business

• A necessity for higher efficiency and effectiveness of
public institutions.

• 70% of the investors expect growth of revenue in
2017.

• Insufficient labor market balance between demand and
supply of professional qualifications and technical skills.

• 55% of the employers in the automotive sector consider increase of the number of employees.

• Need for further development of the existing infrastructure.

• 62% of the investors are going to keep the same level
of investment in real estate.

• Optimizing the functioning of the legal system.

• 68% of the automotive companies have plans to increase investments in equipment.

2. Forecast
• Over 10% of the companies,
participated in the survey, own
more than one plant on the territory of the country and over
80% plan to expand further.
• Establishing direct liason between business and university
career centers, as well as setting up dual education classes,
supporting the automotive
business.
• Development and implementation of new projects/products
leading to technological innovations.

4
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• Investors show willingness for expansion of their companies not only within their current location (53%),
but also in other locations in Bulgaria (32%).

3. Overview of the automotive industry in Bulgaria
3.1. Introduction
Over the past few years, the automotive industry has been
among the fastest growing in Bulgaria. It is accountable
for over 4% of Bulgaria’s Gross Domestic Product. The
number of the employed (white and blue-collar workers)
has been steadily growing. Now, there are approximately
130 enterprises, producing components and auto parts,
with a large number of foreign investors planning or already building a second or a third factory in the country.
This survey was conducted for the second consecutive
year by Colliers International, in partnership with Automotive Cluster Bulgaria and PricewaterhouseCoopers
Bulgaria. It aimed at estimating the current state of the
industry and the oppurtunities it offers. The study looks
into the different types of costs, the availability of human
resources, the infrastructure, the taxation and tax incentives. A detailed overview of the business needs of the
companies in the sector is provided, as well. The findings
are presented in Section 4 of this document. The report
also includes interviews with top managers of successful
automotive companies in Bulgaria.
The industry representatives in the country are mainly
Tier 1, 2 and 3 suppliers, whose activity is not dedicated
to the automotive industry only. The survey respondents
are both core and non-core companies. The first group
are solely focused on the automotive industry, while the
second one provides production for other industries, as
well.

PRODUCTION
CAPACITY

R&D
CAPACITY

Over 40% of the companies, which took part in the survey, perform research & development (R&D) activities,
related to system and application software development,
automation of manufacturing, reduction of the weight of
manufactured components for decreasing the levels of
emissions in the automotive industry and others, in addition to production.
Positive examples of R&D centers in Bulgaria are the
American “Visteon” and “Sensata Technologies”, as well
as the German „Behr-Hella Thermocontrol“ (BHTC).
The technical centre of “Visteon” has more than 680
employees, engaged in creating innovative solutions for
automotive infotainment systems and cockpits.
„Sensata Technologies” has a business centre in Sofia,
which includes a newly opened high-tech testing laboratory with more than 100 highly qualified engineers
and technicians in the field of endurance tests, research
and development of equipment and technologies for car
sensors. It also has production capacities for pressure
sensors and high temperature sensors in Botevgrad and
Plovdiv.
BHTC has built a plant for production of panels for servicing and managing air conditioning systems for cars
and has an innovation center, which is one of the company’s five global ones.

Engines and engine components

Headlights and lighting accessories

Powertrain systems

Seats and interior components

Electronics and electronic components

Locking systems

Electric cabling

Air conditioning systems (A/C)

Batteries and electric car components

Aluminium structures

Automotive electronics software

Sensors and indicators design

Diagnostic software

Supporting systems design

Electric systems design

Manufacturing system development

Mechanical systems design

Transportation systems

Miscellaneous

Fig. 3
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Source: Automotive Cluster Bulgaria

Part of the product mix of the companies, engaged in
manufacturing, are bearings, cables, air conditioning systems, fuel, air and oil filters, batteries, gears, bushings,
springs, car alternators, starters, pistons, piston rings
and bolts, switches for turn signals and wipers, steering wheels, sealing systems, gas injection systems and
modules, alarm systems, electrical installations, airbag
sensors, seat upholsteries and others. The production
is designed for leading brands in the automotive sector

such as “Audi“, “Mercedes-Benz”, “BMW”, “Mini Cooper”,
“Porsche”, “Bentley”, “Lamborghini”, “Ford”, “Nissan”,
“Seat”, “Alfa Romeo”, “Volkswagen“, “Volvo”, “Renault”,
“Mitsubishi”, “Skoda”, “Fiat”, and recently for the American “Tesla”. Over 90% of the airbag sensors in the European cars are made in Bulgaria – a distinctive example
for successful development and distribution actitivities of
the automotive industry in the country.

AUTOMOTIVE INDUSTRY MAP 2017

Fig. 4
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Source: Automotive Cluster Bulgaria

The automotive companies are based in all regions of the
country – both the manufacturing facilities (fig.4) and the
R&D centers (fig.5). The preferred locations are around
Sofia, Pernik, Vratsa, Mezdra, as well as Plovdiv thanks
to Trakia Economic Zone. Other popular destinations are
Sliven, Yambol, Kardzhali, Targovishte and Rousse.

Areas with high growth potential are those around Vidin,
Plovdiv and Stara Zagora (where Industrial Zone Zagore
is in the process of development).

AUTOMOTIVE R&D MAP 2017

Fig. 5
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Source: Automotive Cluster Bulgaria

3.2. Human capital
Human capital is crucial for the automotive industry. It
characterizes with high labor intensity and at the same
time requires employees with specific knowledge. The
study examines the current situation on the labor market and provides a detailed overview of the higher educational system in Bulgaria and the future employees it
generates.

Employment in the automotive industry in the country has
been steadily rising, marking more than a 12% increase
within one year. In the survey conducted in 2016, the
number of employees was above 33 000 people, while in
2017 they are exceeding 37 000.

EMPLOYMENT - AUTOMOTIVE SEGMENT IN BULGARIA
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Fig. 6
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Source: Automotive Cluster Bulgaria

The areas with high level of unemployment, combined
with a large number of engineering graduates are most
attractive to the automotive industry investors. Figure 7
illustrates the distribution of higher educational institu-

North-Western

tions in Bulgaria by statistical regions, number of students and graduates in 2015/2016, and unemployment
rates.

North-Central

North-Eastern

Higher schools 1

Higher schools 5

Higher schools 7

Students 3,271

Students 39,843

Students 37,803

Graduates 530

Graduates 11,194

Graduates 9,905

Unemployment rates 10,6%

Unemployment rates 9,3%

Unemployment rates 9,7%

Unemployed 31,7 thousands

Unemployed 33,4 thousands

Unemployed 43,2 thousands

South-Western

South-Central

South-Eastern

Higher schools 29

Higher schools 9

Higher schools 3

Students 122,076

Students 41,740

Students 15,224

Graduates 27,774

Graduates 8,737

Graduates 3,136

Unemployment rates 5,4%

Unemployment rates 7,1%

Unemployment rates 7,9%

Unemployed 57,2 thousands

Unemployed 45,1 thousands

Unemployed 36,6 thousands

Fig. 7
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Source: National statistical institute

The highest unemployment levels are registered mostly
in Northern Bulgaria – Shumen (17,2%), Silistra (16,7%),
Vidin (16,3%). Smolyan district also joins this negative
statistics (14,2%). To address the issue, Bulgaria provides certain tax incentives for doing business in these

areas. Additional information on the topic could be found
in section 6.2. At the same time, a large number of students and graduates leads to considerably lower levels of
unemployment rates. Examples of that are Sofia (3,8%),
Plovdiv (6,7%), Varna (7,1%), Veliko Tarnovo (7,6%).

Degree
Fields of education

Professional bachelor

Bachelor

PhD

2015

2016

2015

2016

2015

2016

2015

2016

Economic sciences
and administration

644

540

9084

9252

8785

8224

119

95

Life sciences

-

-

232

177

203

176

83

65

Physical and chemical sciences

-

-

408

381

330

282

94

91

Mathematics and
statistics

-

-

59

52

28

18

14

20

Computer science

58

48

1199

1102

703

585

36

18

Engineering

411

430

3754

3581

2426

2124

166

161

Fig. 8

Figure 8 shows the number of graduates by educational
degree for 2015 and 2016, and covers only educational
subjects, related to the automotive industry. Specialized institutions for higher education and universities are
among the main sources for new employees to the automotive companies.
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Source: National statistical institute

In 2016 “Economic sciences and administration” (66%),
followed by “Engineering” (23%) were the areas with the
highest percentage of graduates. A major advantage of
the workforce in Bulgaria is that students have to learn
one and sometimes even more foreign languages at
school.

3.3. Infrastructure
The infrastructure and specifically the road network of
the country, are a necessary condition for the successful development of the industry. Bulgaria`s strategic
geographical location ensures unimpeded access to the

markets in Southeast Europe, the EU, the Middle East
and North Africa (fig. 9). Access by air to main European
capitals is also fast and easy (fig. 10).

TRANS-EUROPEAN TRANSPORT NETWORK

FLIGHT TIMES TO MAJOR EUROPEAN CAPITALS

SOFIA
INDUSTRIAL ZONE BOZHURISHTE
RHINE - DANUBE
NORTH SEA - BALTIC

3 HOURS

ORIENT - EAST MED

2 HOURS
Sarajevo

Belgrade

Podgorica
Ploce
Bar

Sofia

Pristina
Tirana
Durres Skopje

1 HOUR

Fig. 9

Source: European Commission, TENtec; Colliers International

The approximate length of highways put into operation in
the country reached 740 km in 2016. From 2011 to present day, their length has been growing constantly and

Fig. 10

Source: Sofia Airport

stably (fig 11). The total forecasted length of newly built
highways is 1370 km.

TOTAL LENGTH OF HIGHWAYS IN BULGARIA (IN KM)

2016

740

2015

734

2014

610

2013

605

2012

541

2011

458
0

100

200

300

Fig. 11
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The railway network consists of 9 main railway lines and
marks a slightly decreased length, compared to 2011. Approximately 71% of the total length of 4029 km are electrified (fig.12).

Figure 13 illustrates the current length of the railway lines
and highways in countries from Central and Eastern Europe (according to recent data from Eurostat).

TOTAL LENGTH OF RAILWAY LINES IN BULGARIA (IN KM)

2016

4029

2015

4019

2014

4023

2013

4032

2012

4070

2011

4072
3950

4000

4050

4100

Fig. 12

Source: National statistical institute
40000

30000

20000

10000

0

Germany

Poland

Romania

Czech
Republic

Hungary

Bulgaria

Total length of railway lines (in km)
Fig. 13

Among the factors for attracting investments in the automotive sector is the already implemented priority construction of industrial zones. More than 20% of the companies, functioning on the territory of the country, are
already set up in these areas. Crucial factors for that are
the possibility for construction of technical infrastructure that fits the investors` specifications, as well as the
zones` strategic locations, ensuring easy access to main
European arteries and big ports on the Danube and the
Black sea.
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Slovakia

Croatia

Lithuania

Slovenia

Estonia

Total length of highways (in km)
Source: Eurostat

One such example is “Trakia Economic Zone”, which
combines six industrial zones in Plovdiv area. There are
active industrial zones on the territory of the country in
Vidin, Ruse, Svilengrad and Varna. “Economic zone Sofia
– Bozhurishte” is developing fast, which is where „BehrHella Thermocontrol“(BHTC) are located. Stara Zagora
is also developing as a good investment destination with
the establishment of “Industrial zone Zagore”. The zones
in Karlovo and Pleven/Telish are in their initial phases,
while the one in Burgas is in a more advanced stage.

3.4. Cost comparison
Among the main expenditures of the firms working in the
automotive sector are employee cost, price of electrical
power and taxation.
Regarding taxation, Bulgaria offers one of the lowest flat
tax rates of 10% in the EU. It is applied on corporate

profit, as well as personal income. This tax rate has remained unchainged for over 10 years. In comparison, the
corporate tax rate in Romania is 16%, in Poland – 19%, in
Slovakia – 21%. (fig. 14)

CORPORATE TAX RATES IN CEE COUNTRIES (2017)

30%

21%

20%

19%

19%

GERMANY

SLOVAKIA

ESTONIA

CZECH REPUBLIC

POLAND

18%

17%

16%

15%

10%

9%

CROATIA

SLOVENIA

ROMANIA

LITHUANIA

BULGARIA

HUNGARY

Fig. 14

Source: Colliers International; Trading Economics

Bulgaria distinguishes itself with a competitive price per
kilowatt-hour of electrical power for industrial consumers –
€0,095/kWh.

Bulgaria has the lowest average annual employee cost in the
automotive sector among the countries from Central and Eastern Europe.

ELECTRICITY PRICE FOR kWh FOR INDUSTRIAL CONSUMERS (IN EURO)
* Including all taxes and levies
0.196

0,200

0,160
0.133

0,120
0.089

0.093

Czech
Republic

Romania

0.095

0.099

0.100

0.102

Hungary

Poland

Slovenia

0.107

0.108

0.110

Lithuania

Estonia

Croatia

0,080

0,040

0,000

Bulgaria

Fig. 15
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Slovakia

Germany

Source: Eurostat

AVERAGE ANNUAL EMPLOYEE COST IN AUTOMOBILE SEGMENT (IN `000 EURO)
76.7

80.0
70.0
60.0
50.0
40.0
30.0

25.3

20.0
10.0

5.7

9.7

11.1

Bulgaria

Romania

Lithuania

12.2

15.7

17.4

17.9

19.2

Estonia

Hungary

Czech
Republic

19.3

Slovakia

0.0

Croatia

Fig. 16
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Poland

Slovenia

Germany

Source: Eurostat (2014/2015)

4. Sentiment survey
In the July-August 2017 period, for a second consecutive year, Colliers International, together with Automotive
Cluster Bulgaria and PricewaterhouseCoopers Bulgaria,
conducted a survey among the automotive companies to
receive a comprehensive overview about the opportunities for realization of investments that Bulgaria offers and

the industry`s mindset towards developing business in
our country.
The next sections are a graphical representation of the
results, obtained through the survey.

4.1. Production for the automotive industry
An important indicator, concerning the establishment of
the automotive companies` structure, is the share of revenues from the sale of available production, intended for

the automotive industry. 47% of the surveyed companies
point to over 75% revenues directly tied to the automotive sector.

WHAT PART OF YOUR REVENUE IS FROM PRODUCTION,
CONNECTED WITH THE AUTOMOTIVE INDUSTRY?

2017

2016

50%

47%

40%

30%

45%

36%

36%

20%
10%

6%

0%

0%

BETWEEN 50% AND 75%

ABOVE 75%

Fig. 17

11%

14%

BETWEEN 30% AND 50%

UP TO 30%

4.2. 2017 revenue expectations
The results regarding the automotive companies` expectations of their revenues (during the two years in which
the survey was conducted), exhibit a highly positive ten-

dency. 70% of the respondents believe that their revenues will get better, while the percentage of companies,
which think they will get worse, has decreased.

WHAT EXPECTATIONS DO YOU HAVE WHEN IT COMES TO THE
REVENUE OF YOUR COMPANY DURING 2017?
70%

IT WILL GET
BETTER

64%

26%

NO EXPECTATIONS
FOR A CHANGE

23%

Fig. 18

14

2016

4%

IT WILL GET
WORSE

14%
0%

10%

2017
20%
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30%

40%

50%

60%

70%

4.3. Number of employees
The results in this section outline the size of the participating companies in terms of number of employees,

which marks a continuous growth.

HOW MANY EMPLOYEES WORK FOR YOUR COMPANY AT
THE MOMENT?

26%

23%

15%

19%

17%

<50 EMPLOYEES

<250 EMPLOYEES

251 - 500 EMPLOYEES

501 - 1000 EMPLOYEES

MORE THAN 1000
EMPLOYEES

Fig. 19

4.4. Forecast on employees’ growth
55% of the participants plan to increase their headcount,
while 43% will maintain it as it is.
2016

During 2017, the companies that intend to grow their
number of employees, are 14% more than last year`s.

55%

43%

36%

2%

0%
2017

41%

TO MAINTAIN

TO INCREASE

TO DECREASE
DUE TO ROBOTIZATION OF THE PRODUCTION
PROCESS

Fig. 20

4.5.

Strategy for maintaining and developing employee skills

A key element for the automotive companies is the need
of a specially qualified labor force. Internal company
training, used as a main method for maintaining and in-

creasing employee qualification, is registered as a new
tendency. An alternative in this direction is the occurrence of private companies, offering specialized trainings.

70%

77%

INTERNAL COMPANY TRAINING
Fig. 21

15

20%

14%

STATE SCHOOLS, INSTITUTIONS
OF HIGHER EDUCATION AND
UNIVERSITIES
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6%

0%

EXTERNAL TRAINING PROVIDERS

4%

9%

OWNED TRAINING CENTER
OUTSIDE BULGARIA

2017

2016

WHAT IS YOUR COMPANY STRATEGY FOR MAINTAINING AND DEVELOPING THE SKILLS OF YOUR EMPLOYEES?

4.6. Main sources of new employees
The main sources of new employees are the specialized
institutions of higher education and universities, an answer given by 64% of the participants. Only 19% of all
respondents resort to dual education as an alternative

source. The acquired results confirm the need for building a network of technical universities and colleges that
work alongside the companies in the sector to create a
qualified labor force.

WHICH ARE YOUR MAIN SOURCES OF
NEW EMPLOYEES?
70%

64%

60%
50%
40%
30%

19%

20%

11%
4%

10%

2%

0%

Fig. 22

SPECIALIZED INSTITUTIONS
OF HIGHER EDUCATION AND
UNIVERSITIES

DUAL EDUCATION

IMPORT OF LABOR FORCE
FROM EUROPEAN UNION
COUNTRIES

IMPORT OF LABOR FORCE
FROM COUNTRIES OUTSIDE
THE EUROPEAN UNION

NO ANSWER

4.7. Mid-term development plans (during the next 3 years)
In mid-term period, most companies continue planning
an expansion within their current location. Expanding in
other locations is forming as a new growing tendency

– 32% of the surveyed chose this answer, compared to
only 4% in 2016.

WHAT PLANS DO YOU HAVE FOR THE FURTHER DEVELOPMENT OF
YOUR BUSINESS IN MID-TERM PERIOD (DURING THE NEXT 3 YEARS)?

53%

61%

TO EXPAND WITHIN YOUR
CURRENT LOCATION

2%

0%

TO RELOCATE IN
ANOTHER COUNTRY
Fig. 23
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32%

4%

TO EXPAND IN OTHER
LOCATIONS

0%

4%

TO RELOCATE IN
ANOTHER CITY

2017

13%

2016

22%

NO EXPECTATIONS
FOR A CHANGE

0%

9%

TO CONTRACT YOUR
PRESENT ACTIVITY

4.8. Evaluation of business environment factors
The graphic below presents 10 key factors for the development of the business of the automotive companies.
The respondents were asked to choose the degree of importance of the particular factor for their business and
their current satisfaction with it from a scale from one to

six. The graphic exhibits the average results of the collected answers.The geographical location, the tax system
of our country, and the price of labor force are the factors that are of utmost importance and satisfaction to the
participants.

EVALUATION OF BUSINESS ENVIRONMENT FACTORS

4.5
4.3

PRICE OF LABOR FORCE

GEOGRAPHICAL LOCATION

5
4
3
2

2.9
2.7
3.0
Fig. 24

QUALIFICATION OF
LABOR FORCE

1

AVAILABILITY OF SKILLED
LABOR FORCE

INFRASTRUCTURE

3.0

LEGAL SYSTEM

4.0

TAX SYSTEM

3.0

PUBLIC ADMINISTRATION

3.6

POLITICAL STABILITY

INCENTIVES /
TAX CONCESSIONS

3.7

ELECTRICITY PRICE

DEGREE OF IMPORTANCE

In a special interview for Colliers, one of the operations
managers of a leading automotive company defines our
country`s location on the world map, the slowly developing environment, the attractive taxes for the business

17
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LEVEL OF SATISFACTION

and the positive results that the company`s two currently
operating production facilities generate, as key factors for
opening a third production facility.

4.9. Occupied properties
Considering the importance of the existence of suitable
properties and premises that are required for setting up
the automotive companies` production facilities, the au-

tomotive survey included two questions that presented
data describing the specifics of the occupied premises.

IN WHAT TYPE OF BUILDINGS
DO YOU PRODUCE?

THE PREMISES, WHICH YOU USE ARE:

62%
26%

RENTED

BUILD-TO-SUIT

74%

The inquiries from the automotive companies, seeking
available premises, to Colliers International as a consultant, are mostly oriented towards renting available facilities, with an intent of starting production activities within
two to six months.
Based on particular studies that Colliers International is
conducting suited to companies` specific requirements,
the available facilities for rent are either not large enough,
or incompatible with contemporary international standards.

18

RENOVATED EXISTING
FACTORIES

OWNED

Fig. 25

Automotive Industry in Bulgaria | Research 2017

38%

Fig. 26

On the one hand, the reason is that the available buildings are morally outdated in their construction parameters and technical specifications. On the other hand,
Bulgarian entrepreneurs, who traditionally invest in the
construction of such bases, are still unwilling to risk with
speculative construction.
The specified reasons provoke a shift of the search towards build-to-suit production facilities.

4.10. Plans for investing in properties and equipment by the end of 2017
Approximately one-third of the surveyed companies intend to
invest in properties during 2017 – a 3% raise, compared to
last year. 62% of the participants plan to maintain their investments in buildings, while 6% have not answered this question.

The number of participants, who plan to invest in equipment,
marks a 9% increase, compared to last year.

INVESTMENT IN PROPERTIES

INVESTMENT IN EQUIPMENT
68%

62%
50%

59%

30% 27%

23%

18%

2% 0%
TO INCREASE

TO MAINTAIN

TO DECREASE

Fig. 27

2%
TO INCREASE

TO MAINTAIN

0%

TO DECREASE

2017

2016

5. Recommendations from investors in automotive sector
• Implementation of long-term investments and reinvestments in perspective, high-technology sectors on the
business side, which will help the improvement of the
structure of Bulgarian economy as a whole;
• Ensuring good working conditions, good remuneration
and social benefits to employees;
• Optimizing the normative environment, as insecurity
and unpredictability in normative requirements hinder
business and repel investors;
• Abolishing the employer`s anti-crisis obligation to reimburse the employee in the amount of 70% from his/
her daily average gross salary for the first 3 days of the
temporary working incapacity;
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• Abolishing the requirement for presenting a criminal record certificate, as it leads to a significant waste of time
and resources for the entrepreneurs;
• Open communication in the business environment –
exchange of good practices and ideas within different
organizations and forums;
• Facilitating the administrative burden for the business,
as well as development of the country’s infrastructure;
• Synchronizing the educational system with business
needs (for example, integrating dual education within
traditional education).

6. Conclusion

Colliers International`s second consecutive research, together with Automotive Cluster Bulgaria and PricewaterhouseCoopers Bulgaria, confirms the marked development of the automotive sector in Bulgaria as an integral
part of the country`s economy that exhibits high growth
potential. The country`s geographical location aids the
flexibility of the companies in making investment deci-

sions. 2017 marks the opening of new facilities in different cities in the country – proof for the increased investment interest in the sector. For instance, the number
of employees in the production facilities of one of the
leading sensors and control systems manufacturers in
Povdiv area has grown from 30 to over 500 employees
within a year.

NEW MANUFACTURING FACILITIES IN 2017

Company

Location

Size (m2)

Investment
(in million
levas)

Number of
employees
(new / all)

Products and activities

Kostal Bulgaria

Pazardzhik

15 100

23,5

300 / 1300

Levers and steering column modules

Yazaki Bulgaria

Dimitrovgrad

28 986

45,5

3500 (2018) /
5500

Electrical installations

Behr-Hella Thermocontrol
(BHTC)

Sofia

6 500

24

200 / 400

Climate control panels for automobiles

Teklas Bulgaria

Kardzhali

16 607

13,5

2000

R&D Centre; Production of rubber
compounds and plastic pipes

Integrated Micro-Electronics
Bulgaria

Botevgrad

8 500

7,6

400 / 2300

Electronic components for the
automotive industry

Sensata Technologies Bulgaria

Sofia

6 000

4,8

200 / 4500

Testing laboratory

Fig. 28

The results of the conducted research accentuate on taxation and employee cost as main advantages of Bulgaria
for attracting investors in the automotive sector.
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Source: Automotive Cluster Bulgaria / Colliers International

The availability and qualification of the labor force are
highly important factors among the respondents.

6.1. Taxation
Corporate Income Tax (CIT)

Transfer pricing

As set out in point 3.4. above, the corporate income tax
in Bulgaria is set at a flat rate of 10%, which is one of the
lowest in the EU.

The taxable person should be able to evidence that its
relations with related parties are in line with the arm’slength principle. Under this principle, taxpayers should
be able to substantiate that they exchange goods, services, and intangibles with related parties at market-based
terms that would apply to comparable transactions carried out by independent parties. The Bulgarian transfer
pricing rules generally follow OECD Transfer Pricing
Guidelines, even though Bulgaria is not a member of the
OECD and the guidelines are not binding on the country.

The 10% CIT rate applies on the taxable profit of the
company and is calculated based on company’s financial
result for the respective financial year (under the applicable accounting standards), adjusted (increased or decreased) with certain add-backs and deductions for tax
purposes. If the company is at a tax loss position for the
respective year it may carry forward the generated tax
loss and offset any taxable profits for the following five
(5) consecutive tax years.

For transfer pricing purposes, arm`s length prices are
determined based on the following methods:

Tax depreciation is deductible for CIT purposes, capped
at a specific rate for each of the seven (7) categories of
depreciable assets.

• Comparable uncontrolled price method;

Interest costs are tax deductible, subject to the Bulgarian
thin capitalization rules (which could cover also interest
due to unrelated third parties).

• Cost plus method;

Under the thin capitalization regime, interest expenses
are deductible up to the amount of the interest income
of the company and up to 75% of EBIT (i.e. the financial
result before interest income and expenses). Interests on
bank loans and such on finance leases may fall under the
thin capitalization rule only if the relevant contracts are
concluded, guaranteed or extended by a related party.
The thin capitalization regime is not applicable if the ratio
between attracted and equity capital for the relevant year
does not exceed 3:1 for the relevant tax period (calculated based on average of beginning and closing balances).
The CIT for the respective year is paid and reported by
the corporate taxpayers not later than 31 March of the
year following the financial (tax) year in question. The
financial year is always equal to the calendar year for CIT
purposes.
Corporate taxpayers should make advance CIT instalments on a monthly or quarterly basis depending on
whether their turnover from the previous tax year is
above or below BGN three (3) million. Newly established
companies or companies that have generated a taxable
turnover of less than BGN 300,000 are not subject to
advance CIT instalments. The amount of advance CIT
due is calculated based on the estimated tax profit of the
company for the respective tax year.
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• Resale price method;

• Transactional net margin method;
• Profit split method.
The Bulgarian tax legislation does not provide for an obligation of the Bulgarian taxpayers to prepare and file
transfer pricing documentation to evidence the arm`s
length nature of their inter-company transactions. Nevertheless, the preparation of such documentation is highly
recommendable, as transfer pricing issues fall increasingly often in the focus of tax checks and inspections.
In addition, recent amendments to the Bulgarian tax legislation (in force since 1st July 2017) introduced an obligation for preparation and filing of country-by-country
reports (CbC reports) by multinational enterprise groups
(MNE groups) with consolidated group revenue exceeding EUR 750 million (a lower threshold of BGN 100 million
applies to groups ultimately owned by a Bulgarian-based
parent company). The CbC reports will be automatically
exchanged between the EU member states and other
participating jurisdictions. The first year for which CbC
reports would be submitted is FY17 (FY16 in case of Bulgarian-based group of companies).
Withholding tax
Bulgaria does not levy withholding tax on dividends and
liquidation quotas distributed to EU or EEA-resident corporate shareholders. WHT of 5% applies to dividends and
liquidation quotas in all other cases.

Technical services fees, interests, royalties, and capital
gains payable to foreign persons are subject to 10% withholding tax in Bulgaria. Interest and royalty payments to
related parties in the EU are also subject to full exemption
from withholding taxes under the requirements of the EU
Interest-Royalty Directive (Directive 2003/39/EO).
The withholding tax due can be totally or partially eliminated under an applicable treaty for the avoidance of
double taxation. As at 2017, Bulgaria has a network of
68 treaties for the avoidance of double taxation. If the
Bulgarian-source taxable income, received by a foreign
entity, exceeds BGN 500 000 per year, the application of
treaty relief requires an advance clearance by the Bulgarian tax authorities.
Value Added Tax (VAT)
The standard VAT rate in Bulgaria is 20%, which is close
to the EU average. 0% VAT rate is applicable to supplies
of goods to other EU Member State as well as to exports
of goods to non-EU countries.
VAT registered companies pay and report VAT on a
monthly basis, i.e. by the 14th of the month following the
reporting month. VAT on import of goods is payable by
the importer to the Bulgarian customs authorities. Importers, registered for VAT in Bulgaria, may deduct the
VAT paid at import through their Bulgarian VAT returns
under the provisions of the VAT Act.
If the taxpayer is in a VAT reclaimable position, the reclaimable VAT for the respective month can be offset
against the VAT payable for the following two months.
Any remaining reclaimable VAT (i.e. after two consecutive months of offset), can be claimed for an effective
refund into the taxable person’s bank account.
Export-oriented companies may benefit from a simplified
monthly VAT refunds. The simplified refund procedure
applies to VAT registered persons, in case they have per-
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formed taxable supplies of goods to customers outside
Bulgaria accounting for at least 30% of their total turnover for the past 12 months.
A simplified monthly VAT refund procedure is available
also for large investment projects pre-approved by the
Bulgarian authorities (for further details see point 6.2).
Large investment projects may also benefit from a reverse charge of VAT on import of goods (i.e. without effective payment of VAT to the customs authorities).

Local taxes and fees
The possession and the transfer of real estate and vehicles are levied with local taxes by the municipality based
on the location of the property or the registration of the
vehicle. Debt waivers and donations are also subject to
local donations tax.
The real estate tax is generally payable by the owner of
the property at a rate determined by the municipality per
location of the property within a statutory determined
limit from 0,01% to 0,45% on the higher between the tax
value or the balance sheet value of the property. The vehicle tax is determined based on specific criteria for each
type of vehicle.
The tax on the transfer of immovable property or vehicles
is determined by each municipality within a statutory determined range from 0,1% to 3%. The tax on the transfer
of immovable properties or vehicles is normally payable
by the buyer, unless otherwise agreed by the parties.
Automotive companies are also subject to local fees for
collection, transportation and disposal of wastes and the
maintenance of public areas. For properties outside the
areas of organized waste collection, municipalities collect
a fee for the use of municipal landfills and the costs of
maintenance of public areas. The fee is determined by
each municipality for each type of service.

6.2. Tax and other incentives for investment projects
Foreign investors in the Bulgarian automotive industry
may benefit from the following incentives available under
the Bulgarian tax legislation and the Investments Promotion Act:
Tax Incentives
municipal
ities with

The unemploy
Bulgarian tax legislation envisages the following
ment
mainrate
incentives
in the area of corporate income taxation
equal
or
more
and than
VAT:35%
higher
Incentive
than thefor manufacturing activities in municipalities
withcountry
high unemployment
average

Companies may be granted back up to 100% of the CIT
paid on taxable profits from eligible manufacturing activities if certain conditions are met. In order to be eligible
for the incentive, the company should carry out manufacturing activities in municipalities where the rate of
unemployment for the preceding year has been higher
by at least 20% than the national average (for 2016 this
requirement is met in 174 out of 265 municipalities). The
CIT Act prescribes additional eligibility criteria for the
application of this incentive, which should be taken into
account on a case-by-case basis (e.g. type of assets in
which the retained tax was invested, duration of the investment, non-qualifying activities, etc.).
UNEMPLOYMENT RATE BY MUNICIPALITIES
UNEMPLOYMENT RATE BY MUNICIPALITIES
Vidin - Region center

Novo Selo
Bregovo

Vidin

Boinitza
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Makresh
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Belogradchik
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Chuprene
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Sofia-city
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Kovachevtzi

Yablanitza

Botevgrad

Dolnu
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Preslav
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Delchev
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Madan
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Nedelino

Zlatograd
Kirkovo
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Madjarovo

Krumovgrad

Ivailovgrad

Dobrich

Vetrino

Suvorovo

Kavarna

Aksakovo

Varna

Devnya
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Avren

Dalgopol
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Aitos
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Maglij
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Radomir
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Yambol
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Samokov
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Bobov
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Dimitrovgrad
Yakoruda
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Belitza
bani
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Tervel
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Dryanovo
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Zavet
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Samuil
Nikola
Venetz
Kozlevo
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Tryavna
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Gorna Chelopech Anton
Zlatitza
Malina
Sopot
Pirdop
Mirkovo
Elin Pelin
Karlovo
Chavdar
Koprivshtitza

Alfatar

Tzar Kaloyan

Gorna
Oryahovitza

Gabrovo

Teteven

Vyatovo

Koinardja

Sitovo
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Kubrat
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Valchedrum

Silistra

Tutrakan

Slivo
Pole

Sredetz

Sozopol
Primorsko

Bolyarovo

Malko
Tarnovo

Tzarevo

Municipalities with an unemployment rate
lower than the country’s average

Municipalities with an unemployment rate equal
to or higher than the country’s average (Art. 3,
(8) RAIPA)
Municipalities with an unemployment rate 25%
higher than the country’s average (Art. 183, (1)
CITA; Art. 3, (8) RAIPA)

Source: InvestBulgaria Agency (IBA)

Tax incentives for hiring unemployed persons
Companies are entitled to deduct the costs for salaries
and related social security and health insurance contributions paid for their account as employers for the first
12 months of employment of a person who has been registered as unemployed for more than one year, is registered as unemployed and is above 50 years of age; or is
an unemployed person with reduced working ability.

Tax incentives for hiring people with disabilities
The CIT Act provides for the reimbursement of 20% to
50% of the paid corporate income tax paid, based on the
portion of personnel with disabilities, the type of their disability and on the purpose of maintaining such personnel
as employees for the two years following their hire. The
proportion of CIT granted back varies from 20 to more
than 50 per cent.

VAT simplifications for large investment projects
Investors with pre-approved large investment projects
in Bulgaria may benefit from a simplified reverse-charge
mechanism for the charging of VAT on the importation
of goods (i.e. without effective payment to the customs
authorities) as well as simplified monthly VAT refunds
(instead of the general quarterly VAT refund procedure).

The above incentives are approved by the Ministry of Finance, if the investment project qualifies as a large investment project, the enterprise is VAT registered in Bulgaria and does not have any outstanding tax and social
security liabilities and meets the state aid requirements.
The permission is granted for a period of two years.
In order to qualify as a large investment project, the investment should exceed BGN 5 mln (approx. EUR 2.5
mln), should be completed within two years, should result
in the opening of at least 20 new jobs and the investor
is capable to provide for the financing of the project (e.g.
through equity or external financing).
Other investment incentives
Investors in the automotive industry in Bulgaria may benefit from a number of administrative incentives and fiscal stimulus under the Investment Promotion Act (“IPA”),
provided that they meet the minimum investment criteria
and receive a certification for a Class A or B investment
from the Invest in Bulgaria Agency.
It is recommendable that foreign investors consider the
applicable incentive requirements prior to the start of the
investment activities.

Investment Promotion Measure

Applicable for

1.

Refund of employment costs incurred by an employer in relation to a certified investment project for health and social security contributions for a period not exceeding 24 months. ApplicaClass A and Class B
tions for investments in high-technology sectors located in municipalities where the unemployment rate is high are considered with priority.

2.

Shortened administrative procedures – central and local governmental authorities should
provide administrative services within terms shorter by 1/3 compared than the statutory terms, Class A and Class B
except for specific cases, envisaged in the IPA.

3.

Individual administrative services – the investor may rely on specifically designated officials for
assistance with the applicable administrative formalities necessary for the investment project
Class A
before the competent authorities (e.g. the investor may authorize the officials to submit applications, obtain certificates, permits and other documents in its name and on its behalf).

4.

Acquisition of ownership or rights in rem over real estate owned by the state or the municipality without a public tender (except for property exclusively state ownership).

Class A and Class B

5.

Financial aid for construction of elements of the technical infrastructure at the borders of the
project site which are needed for the implementation of one or more investment projects.

Class A (Class B also,
if additional conditions
are satisfied)

6.

Financial aid for education of employees, hired as a result of an eligible incentive, for the obtaining of professional qualification.

Class A and Class B
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6.3. Labor costs
According to the results from the conducted survey, the
cost of labour stands out as the factor with the highest
importance for the business. Labour costs in the Bulgarian manufacturing sector, including the automotive sector, remain the lowest in the EU. According to the National Statistical Institute of Bulgaria, the average monthly
salary in the Bulgarian manufacturing sector (automotive
inclusive), for the first quarter of 2017 was EUR 450. According to Eurostat, Bulgaria exhibits the lowest average
hourly wage in the manufacturing sector of EUR 3.7/h
(compared to EUR 4.7/h in Romania, and between EUR
7 and 10/h in Latvia, Lithuania, Hungary, Poland, Croatia
and the Czech Republic).
The favorable taxation and minimum wage regulations
contribute also to the low labour costs.

The general minimum wage in Bulgaria for 2017 is equal
to BGN 460 or approximately EUR 235. In comparison,
the minimum wage in Croatia is EUR 436, in Czech Republic is EUR 407, in Hungary is EUR 412, in Poland is
EUR 454, in Romania is 321 and in Latvia and Lithuania
– EUR 380.
Employment income is taxed at a 10% flat rate, which
is one of the lowest rates in the EU. The health and social security contributions in the country amount to about
31.8% of the gross wage, 18.5 % of which are borne by
the employer and 13.3% by the employee. The overall
burden of health insurance and social security contributions is between 30.7% and 31.4% for the gross remuneration of the employee, out of which 17.8 to 18.5% are
due by the employer and 12.9% - by the employee.

6.4. Qualification of labor force

The qualification of labor force is defined as a highly important factor for the automotive sector development.
According to the National Statistical Institute, for the last
six years the number of graduates (with bachelor`s or
master`s degrees) has exceeded 350 000 people, which
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constitutes approximately 5% of the country`s population. The growing need for qualified labor force encouraged the automotive companies to increase investments
in human capital.

BUSINESS PERSPECTIVE – Interviews with leading companies’ managers in the sector

VLADIMIR SEDLARSKI

Operations manager
„Yazaki Bulgaria“ Plant in Dimitrovgrad

1. Tell us about Yazaki`s activity and history in Bulgaria.
What were the factors that affected the company`s choice to
open production facilities here and how do these change during the years applied to Yazaki`s development in Bulgaria?
„Yazaki Bulgaria“ started operations in 2006 in the city of
Yambol. They opened a second production facility in 2012
in Sliven. The company`s gradual market penetration proves
that the Japanese job stereotype is a motivating factor for
Bulgarians, encouraging work and development in a positive
direction. Following the success of the two fully operating
production facilities, Yazaki Corporation built a third one in
early 2015 near Dimitrovgrad.
Some of the factors that contributed to this were Bulgaria`s
favorable location on the world map, the fast changing environment, the attractive taxes, and the good results that were
achieved by our two production facilities.
2. What are your plans for development for the next 5 years
and what is needed to ensure your steady growth?
Yazaki is a constantly developing company, which has integrated new technological projects and products in 2017.
Our focus is expanding the field of cable installations manufacturing for electrical vehicles, which proves our social responsibility for decreasing harmful gas emissions in the atmosphere.
All three of Yazaki`s production facilities are introducing new
projects in 2017. The management has a plan to carry out
our duty to our customers and the board of directors in the
Japanese mother company. The investments that we do and
continue doing are in such amounts that allow me to be proud
to work for a company willing to invest in Bulgaria.
We can discuss steady growth and development only after
we confirm that our business is operating in a stable and
normative business environment. I believe this is one of the
most serious and important catalysts for the development of
our business in Bulgaria.
3. What are your recommendations for improving the business environment in Bulgaria? Please list top 3 factors that
depend on the country.
1. Normative environment – it is proven that the insecurity
and unpredictability in normative demands hinder business
and repel potential investors. The most often changed laws,
albeit those in the judiciary sphere are the Labour Code, Social Security Code, the Trade Law and others of great importance for business.;
2. The first three-day sick leave to be paid by the employer
– to cancel the anti-crisis, temporary obligation for the em-
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ployer to reimburse the employee in the amount of 70% from
his/her daily average gross salary for the first 3 days from
the temporary incapacity. The employer cannot control the
issuing/regularity of the sick leave paper, but at the same
time is a required person for the first 3 days from the work
incapacity.;
3. The requirement for presenting an extract from a judicial
record – leads to a significant waste of time and means for
the entrepreneurs, which is why it has to be abolished.
4. Which are the “uncharted territories” in the automotive
sector and manufacturing of automotive components in Bulgaria, which our country can use as a competitive advantage
over other countries from Central and Eastern Europe, given
that it focuses its effort? Why?
I could not engage in answering such a broad question, as in
the era of digitalization and emerging technologies, there is
no such thing as an uncharted sphere. Yazaki is an innovative
company, which is in harmony with the growing needs and
expectations on the market. We are counting on our departments positioned on several continents to develop and introduce new additions and rationalizations in the cable installations production.
5. Which do you think are the main mechanisms for coping
with the lack of work force?
The lack of skilled work force is a prevalent issue for Bulgaria. For us as a company, the only viable mechanism for
coping with this issue is to make Yazaki a benchmark on the
labor market in Bulgaria – to create attractive conditions that
will draw qualified employees from all regions in the country.
A main priority for Yazaki`s management is to ensure a safe,
healthy and friendly environment suitable for the achievement and mutual accomplishment of our common goals. The
investments in human capital are our contribution to the future.

MARTIN NYLAND
General manager
BHTC Bulgaria

1. Tell us about BHTC`s activitiy and history in Bulgaria.
What were the factors that affected the company`s choice
to open production facilities here and how do these change
during the years applied to BHTC`s development in Bulgaria?
Behr-Hella Thermocontrol (BHTC) Bulgaria is a subdivision
of the leading manufacturer of air-conditioning systems for
the automotive sector BHTC, based in Germany. Our company operates on the Bulgarian market since 2013 and makes
its official opening on 20 May 2015. BHTC built a panel production facility for servicing and management of air-conditioning installations for automobiles. To it, BHTC created
a development center for innovations, which is one of the
five world centers of the company. The facility is the first
production facility in Economic zone “Sofia-Bozhurishte”.
BHTC covers the whole process from production design to
production of the whole system for air-conditioning control.
This process entails various fields of experience – from software, electronics and mechanics to all technologies needed
for development and production of the existing and future
operative and display elements. We have conducted a twoyear research of various locations in Eastern Europe. The
countries in which BHTC conducted their analyses were
Serbia, Macedonia, Romania, Poland, Hungary and the Czech
Republic. We chose Bulgaria due to the country`s favorable
investment environment, good infrastructure, and favorable
conditions for business development. An important factor for
choosing Bulgaria is its membership in the European Union,
which gives us significant benefits from a logistics point of
view. I have to mention that you have a well-developed education system, the result of which produces a number of
very qualified employees. We have accumulated some experience in Bulgaria and I am proud to confirm that we manage to fulfill our target goals. The challenges we are facing
include primarily the labor market crisis. Bulgaria is recruiting employees from different ranks, but we are managing the
problem for the moment. There are some misunderstandings
about Bozhurishte`s infrastructure, but we witness a progress there, since the Government set the development of industrial zones as its economic priority.
2. What are your plans for development for the next 5 years
and what is needed to ensure your steady growth?
From the beginning, BHTC has arranged jobs for over 350
employees and has received recognitions in different competitions as an investor and an employer. We believe our
employees network will grow to 500 in the next 5 years.
With the increase in personnel, we will need to invest in the
construction of additional buildings. We are planning to build
more production facilities of 7,000 sq.m. When it reaches
its full capacity, our base here is going to become one of

27 Automotive Industry in Bulgaria | Research 2017

the big members of BHTC`s global family – we already have
production and development divisions in Germany, The US,
Mexico, India, China, and Japan. The company realizes the
importance of human capital and we strive to maintain European standards, when it comes to the social politics of our
employees. We aim to develop and improve a complex HR
program, help Bozhurishte municipality with different activities and develop charity causes.
3. What are your recommendations for improving the business environment in Bulgaria? Please list top 3 factors that
depend on the country.
Companies can contribute to the business environment in
Bulgaria by conducting long-term investments and reinvestments in perspective, high-technology sectors, which will aid
the improvement of the structure of the Bulgarian economy.
The second important factor is people`s motivation, ensuring
good labor conditions, good remuneration and social benefits.
This is the only way we can depend on positive results in a
long-term plan. Finally, a priority factor is open communication in the business environments – sharing good practices
and ideas within different organizations and forums. When it
comes to the country – it is very important player in terms
of business. It is expected mostly to ease the administrative
burden for the business and develop the country’s infrastructure, which is vital for the business. But nowadays its role in
bringing the education system closer to the business needs is
probably first and foremost. Such kind of step is dual learning. BHTC Bulgaria regularly provides support for projects in
this direction. Bulgaria has great advantages over its neighbors and improving the educational system will contribute to
a full realization of its capacity.
4. Which do you think are the main mechanisms for coping
with the lack of work force?
One of our biggest problems is finding young engineers that
are fluent in English. English is a mandatory requirement for
us, as the job demands daily communication with the colleagues from the central office and other governments. Unfortunately, the technical universities do not focus enough
on language preparation. Furthermore, the undergraduates
often have only theoretical knowledge and do not complete
any internships during their studies. A better cooperation
between business and educational institutions is needed to
solve this pending problem. BHTC is already working towards
a solution in this direction. Another problem is finding specialists for production with a specific knowledge of electronics. Bulgaria lacks the particular category of employees and
introducing dual education would solve this problem.
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worldwide. Presently Colliers represents some of the most innovative and professionally planned
projects in all market segments, including office, retail, logistics, industrial and residential. As of June
2015, Colliers is an independently owned company. The common shares of Colliers International Group
Inc. trade on the NASDAQ under the symbol “CIGI” and on the Toronto Stock Exchange under the
symbol “CIG”.
As part of the CEE Quality Awards 2016 Colliers won for the fifth time in a row the Industrial agent of
the year award. The latest annual survey by the Lipsey Company ranked Colliers International as the
third-most recognized commercial real estate firm in the world.
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Accelerating success.

