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1. INTRODUCTION  
 
In accordance with the EBRD Public Information Policy (PIP), the draft Country 
Strategy for Bulgaria was posted on the EBRD web site for 45 calendar days from 1 
August 2011. The public was invited to submit comments on the draft Strategy no 
later than 15 September 2011. Email notifications were also sent to Bulgarian and 
international civil society organisations (CSOs) that have expressed interest in the 
Bank’s work in the country since the last strategy was adopted. For information, the 
previous Strategy was also made available on the Bank’s web site 
www.ebrd.com/pages/country/bulgaria/strategy.shtml.  
 
In the course of the Strategy preparation, the EBRD organised a number of meetings 
with Bulgarian CSOs to seek their views on the operational environment in Bulgaria.  
 
On 20 October 2010, the EBRD Board of Directors travelled to Sofia to meet with a 
range of stakeholders, including representatives of CSOs as part of their regular 
consultation visits to countries of operations. The purpose of the visit was to obtain 
up-to-date information on economic, political and social developments in Bulgaria 
from a wide range of perspectives. At the dedicated meeting with CSOs, EBRD Board 
members familiarised themselves with the views of civil society stakeholders on 
Bulgaria’s investment climate and business environment, issues of transparency and 
accountability as well as environmental and social issues in the EBRD’s projects in 
the power and energy and mining sectors. 
 
On 17 June 2011, the EBRD met with a group of Sofia-based think-tanks to exchange 
views and information about the issues of concern to CSOs in the country, as a part of 
the country strategy fact-finding mission, outcomes of which fed into the draft 
strategy.  
 
As part of the public consultation process, the EBRD held a consultation workshop 
with local CSOs on 9 September 2011 in Sofia with an aim to proactively solicit 
comments on the draft Strategy from the organisations active in the country and those 
that closely follow the work of the Bank. 
 
The list of CSO representatives who participated in the overall consultation process is 
provided in Annex 1.  
 
This report captures the key themes and views received during the public consultation 
process. It summarises feedback from the meeting with civil society held in Sofia, as 
well as comments received through the Bank’s web site as of 15 September 2011. It 
also provides management responses to these comments and indicates where the text 
of the Strategy has been amended to reflect comments where appropriate.

http://www.ebrd.com/pages/country/bulgaria/strategy.shtml


2. SUMMARY OF PUBLIC COMMENTS 
 
CSOs expressed their support for the proposed core operational priorities of the new 
Strategy for Bulgaria and commended the Bank on its current and planned support to 
small and medium enterprises (SMEs) and the commitment to projects promoting 
energy efficiency. Among the recommendations for EBRD were to continue the 
policy dialogue with the Bulgarian government regarding reforms to further 
liberalisation of the Bulgarian economy and development of effective legal 
frameworks, as well as more technical assistance to SMEs. 
 
CSOs expressed their support for the ongoing efforts of the EBRD to promote the 
gradual process of decentralisation and increasing the role of the private sector in the 
development of economic policies. CSOs shared the Bank's concerns about the 
government’s preference to use grant funds to finance infrastructure rather than 
utilising commercial structures. While some CSO representatives expressed concerns 
about public-private partnership (PPP) financing, others encouraged the Bank to 
expand PPP practices across a number of sectors in Bulgaria, where they believe well 
structured and successfully implemented concessions will benefit both the public and 
the private sector through a more efficient utilisation of the country's resources. 
 
CSOs reinforced their support for enhanced commercialisation, competition and 
private sector involvement as vital prerequisites for increasing the overall efficiency 
of current and future infrastructure projects. In this regard, the Bank's intention to 
expand further its activities in the municipal sector by supporting commercial 
structures for both urban transport and municipal water and wastewater projects was 
welcomed.  
 
In the urban transport sector, the CSOs agreed with the EBRD that despite the process 
of decentralisation in the sector which is well under way, there is a need for 
consolidation of smaller operators, revision of the current regulations in tariff setting 
and revision of the current system of public service contracts as a means to improving 
the level of service these companies provide. In their opinion, increasing private 
sector involvement and providing operators with additional powers regarding tariff 
setting will help encourage investment and gradually improve the quality of their 
services, while granting operators some much needed operational and decision-
making freedom. CSOs did point to the need for the implementation of these reforms 
to be gradual, while remaining decisive and goal-oriented. 
 
CSOs expressed their support for the EBRD’s Local Enterprise Facility (LEF) as it 
provides access to much needed financing alternatives for micro, small and medium 
enterprises (MSMEs). In relation to this, the EBRD’s proposal for the expansion of 
the coverage of credit information services and the proposed establishment of a 
functioning, geographically unified collateral registry as a means to facilitating local 
banks’ risk assessment was also well received, as it should positively influence the 
commercial banks’ reluctance to provide credits to MSMEs.  
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3

C COMMENTS AND STAFF RESPONSES 

 

3. PUBLI
Reference Comment EBRD Response 

Operational environment    
1. Structural reform context 1.1 The EBRD should continue 

active dialogue with the Bulgarian 
Government regarding the 
implementation of additional 
reforms that will lead to the further 
liberalisation of Bulgarian 
economy. 
 

The EBRD is and will indeed remain in active dialogue with the government on key 
reforms identified in the Country Strategy. Not only is there important policy 
dialogue associated with our projects and technical assistance, but also the EBRD’s 
Office of the Chief Economist will continue to provide detailed analysis of economic 
trends and reforms in Bulgaria, through its annual Transition Report and other 
publications, and will present these findings to the government and other stakeholders 
in selected presentations and events in the country. The Transition Report is a 
publication that provides information and offers comprehensive analysis of the 
progress in transition to market economies and macroeconomic performance of the 
Bank’s countries of operations. 

2. Legal context 2.1 Bulgaria has poor insolvency 
legislation. The EBRD should 
actively provide the relevant 
institutions with the needed 
support in developing easier, more 
effective and efficient insolvency 
laws.  

The EBRD agrees that insolvency procedures must be improved, in particular taking 
into account the large amount of non-performing loans which resulted from the 
financial crisis. The EBRD has recently engaged in a dialogue with the Bulgarian 
National Institute of Justice with a view to considering assistance in raising judges’ 
skills in insolvency matters. This may lead to the development of a technical 
cooperation project. 

 2.2 Reform of the judiciary is 
another area where the EBRD 
should provide technical support. 

In its Legal Transition Programme, the EBRD focuses its assistance to the judiciary 
on raising technical skills of judges in commercial matters. Other forms of technical 
assistance to reform the judiciary are better left to other organisations with relevant 
mandates and expertise. 



3. Energy efficiency and 
climate change context 

3.1 Because of its geographic 
location, Bulgaria is prone to 
considerable impact from climate 
change. In this regard, the EBRD 
should consider projects in climate 
change adaptation for Bulgaria. 

The EBRD agrees that climate change poses a range of risks to a number of the 
Bank’s proposed activities in Bulgaria. Bulgaria’s Fifth National Communication on 
Climate Change to the UNFCCC describes impacts of the projected increase in mean 
annual temperatures over the coming decades. Specifically, Bulgaria may experience 
water deficits during summer months and variable precipitation may result in 
fluctuations in river hydrology and more frequent extreme events such as floods.  
 
These water stresses will have implications for Bank operations in mining and 
agribusiness, which often involve water-intensive processes. Agribusiness may also 
be affected by climate change through impacts on agricultural production, thus 
affecting the availability of primary produce. Hydropower investments may also have 
to take into account climate-related changes in river hydrology. The need for 
investment in more efficient and better-managed water supply systems will increase 
in the face of greater water stress. Finally, any investments in port facilities will need 
to take into account climate change impacts on sea level in the Black Sea. 
 
The Bank is screening all projects systematically to analyse climate change risks, and 
to identify where projects can be modified to help the project (and the client) to be 
more resilient to climate change. This is particularly relevant in sectors that are 
climate-sensitive, such as water supplies, power and energy (e.g. hydro), 
agribusiness, coastal/port infrastructure and water-intensive industries. 

Sectoral Challenges and 
Bank Operational Response  

  

4. Energy sector 4.1 To improve energy efficiency 
in the power and energy sector, 
apart from financing, the EBRD 
should also actively work on 
building administrative capacity of 
relevant institutions to carry out 
these projects. 

The Bank is in regular dialogue with the Bulgarian Ministry of Economy, Energy and 
Tourism and the State Regulator which are the main bodies influencing energy 
investment in Bulgaria. As noted in the Country Strategy, it is important for the 
Regulator to establish a transparent and predictable tariff system in order to send 
appropriate signals to producers, distributors and users. These prices should be set in 
a way that encourages energy savings. 
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5. Industry, Commerce and 
Agribusiness 

5.1 The Bank’s support for 
MSMEs is commended, but more 
can still be done in providing 
technical assistance, expertise and 
knowledge to local enterprises.  

In the area of energy efficiency, the Bank’s lending programmes are linked also to 
technical assistance for SMEs.  This includes energy audits to prepare projects and 
support to process projects vis-a-vis commercial banks. The assistance also has 
included verification of project completion so that grants are released from grant 
sources. 
 
As noted in the Country Strategy, given the lack of donor funding available to the 
EBRD and the general sense that small businesses have greater access to local 
consulting services and support programmes, the Bank has reduced its Business 
Advisory Services operations which, in other EBRD countries of operations, is a 
main source for technical assistance to SMEs. 

 5.2 EBRD should consider 
financing primary agriculture, as 
well as agricultural infrastructure, 
e.g. irrigation systems, which are 
in poor state. 

The EBRD is in fact seeking ways to finance primary agriculture in Bulgaria. To 
initiate such investments it is necessary to develop further the current infrastructure – 
both legal and physical – to support primary agriculture. Given that many projects are 
rather small scale and are managed without internationally known clients, the Bank 
will seek to work also with local banks in this sector. 
 
The EBRD is currently assessing the potential for introducing a new legal instrument 
which would allow farmers to use the crops growing on their fields as security. If 
successfully implemented this will enable the Bank and other financial institutions to 
increase their lending to the primary agricultural sector. 

6. Infrastructure 6.1 Although the EBRD is not 
currently active in the railways 
sector, its support may encourage 
wider private sector participation 
in the sector in general and thus 
should be considered.  

The EBRD is in dialogue with the Bulgarian government in relation to the ways the 
Bank could support the state railway company and the transport sector more 
generally. This could lead to providing EBRD loans to the Bulgarian State Railways 
(BDZ) should the company seek such financing. However, any involvement will be 
subject to a satisfactory restructuring plan and appropriate reforms. The Bank is also 
interested in working with the private sector operators on feasible project 
opportunities. This could include private cargo companies, concessions for 
maintenance and/or key assets. 
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 6.2 More policy dialogue with the 
government is needed regarding its 
concession policies and 
regulations, as the government still 
chooses to use grant funds to 
finance infrastructure rather than 
utilising commercial structures.  

The EBRD fully agrees and, as noted in the Country Strategy, is prepared to work 
with the government on concession finance structures. EBRD continues to support 
use of  public-private partnership (PPP) models for infrastructure financing and 
expressed interest in financing PPP projects, which are tendered in an open and 
transparent basis, e.g. in the ports and roads sectors. It is important that such 
concessions are carefully structured so that risks and returns are shared appropriately 
between the stakeholders. 
 
Prioritising investments and selection of the appropriate structure and funding model 
depend on the individual characteristics of a particular project. The Strategy includes 
several activities which could help, including: 

 Enhancing commercialisation, competition and private sector involvement;  
 Working alongside the European Union and the European Investment Bank to 

introduce private sector practices. Such co-financing (so called “financial 
engineering structures”) are likely to be favoured in future EU operation 
programming objectives. 

 6.3 The EBRD should continue its 
efforts in strengthening 
municipalities’ ability to meet 
contractual obligations and to 
attract commercial financing, 
which will in turn boost the 
country’s capacity to absorb EU 
funds targeted for investment in 
municipal infrastructure. 

As indicated in the Country Strategy, the EBRD will seek to expand its activities in 
the municipal sector by supporting commercial structures for both urban transport and 
municipal water and wastewater projects. The Bank would continue to support the 
capacity building at the level of municipalities through assisting them with the 
prioritisation of investments and preparation of good quality projects. Implementation 
support and training of the project implementation units would remain a key focus for 
the Bank. In addition, the Bank would continue its dialogue with the authorities 
regarding the regulatory regime and the governance of the municipal companies. 
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Environmental and Social 
Implications of Bank 
Proposed Activities  

  

8. Environmental and Social 
Policy 

8.1 In all its projects under the 
EBRD Environmental and Social 
Policy, it is important for the Bank 
to go beyond minimum legal 
requirements when requiring its 
clients to comply with and 
implement the relevant 
performance criteria. 

As a Member State of the European Union, Bulgarian environmental legislation has 
converged with that of the acquis communitaire. As such, the principle of precaution 
and the use of Best Available Techniques are already core to the concept of 
'compliance' in the country. As per the Bank's Environmental and Social Policy, we 
also seek to ensure that the Projects in which we invest meet the standards that would 
be considered good international practice, and we compare Project performance 
against industry and international standards and guidelines where such are 
appropriate. The twin aims of good practice and regulatory compliance have guided 
the development of our Environmental and Social Performance Requirements (PRs) 
which are the benchmarks Projects must meet and against which Projects must be 
measured. 
 
It should also be noted that within the Bank's policy is a requirement that we “help 
identify opportunities for additional environmental and social benefits”. The Bank 
works actively with many clients to identify opportunities to reduce resource 
consumption and increase energy and resource efficiency. Similarly, the Bank 
recognises the importance of climate change mitigation and adaptation and our 
Project assessment and monitoring procedures are rapidly developing to include these 
features as part of the core of our activities. 
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ANNEX 1  
 
 
 
List of civil society representatives who participated in the consultation process 
 
22 October 2010, Board Consultation Visit, Sofia RO 
 

1. Centre for Liberal Strategies (CLS) – Daniel Smilov 
2. Institute for Market Economics – Svetla Kostadinova 
3. Transparency International, Bulgaria – Diana Kovatcheva 
4. Center for Energy Efficiency 'EnEffect' – Pavel Manchev 
5. Green Policy Institute – Petko Kovachev 

 
 
17 June 2011, Sofia RO 
 

1. Centre for Economic Development (CED) – Kaloian Staikov 
2. Centre for Liberal Strategies – Antoaneta Primatarova 
3. Institute for Market Economy – Desislava Nikolova 
4. REC Bulgaria – Vesselin Dobrenov 
5. TNS/BBSS (Gallup international) – Zhivko Georgiev 

 
 
9 September 2011, Sofia RO 
 

1. Balkan Agency for Sustainable Development – Nikolay Kirilov 
2. Bulgarian Center for Non-for-Profit-Law – Ralitsa Velichkova 
3. Institute for Market Economics (IME) – Svetla Kostadinova 
4. REC Bulgaria – Vesselin Dobrenov 

 


