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arable farming dominating 
over stock breeding. 

Industry
Although Bulgaria lacks large
reserves of oil and gas, it produces
significant quantities of electricity. 
In production of steel and steel
products per capita, the country
heads the Balkans. 

About 14% of total industrial
production relates to machine
building, and around 24% of the
working population are employed 
in this field. 

Electronics and electrical equipment
production have also developed to a
high degree, with plants throughout
the country producing household
appliances, computers, CDs,
telephones, and medical and
scientific equipment.

Factories produce transportation
equipment including trains (Burgas,
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Bulgaria:
The lowest 
rate of income
tax in the
European
Union 

Growing prosperity
Bordering Greece and Turkey to 
the south, Macedonia, Serbia and
Montenegro to the west, Bulgaria is
Europe’s fifteenth largest country.

Increasing foreign investment, 
political and economic stability, and
accession to the European Union on 
1 January 2007, have all enabled the
country to achieve rapid economic
growth in recent years, with annual
GDP growth  averaging 6.9% in the
five year period from 2003-2007. 

Despite Bulgaria’s status as the EU’s
second poorest member nation (just
ahead of Romania), levels of wealth
are increasing, and the government
continues to introduce measures that
ensure the country remains attractive
to foreign companies. A number of
multinationals have set up regional
offices and headquarters in Bulgaria,
most notably Hewlett-Packard, 
which built its Global Service Centre
for Europe, the Middle East and 
Africa (EMEA) in Sofia.  

Future prospects are tied to the
country's increasingly important
integration with European Union
member states, and if rising inflation
can be tamed, the country is 
expected to join the Eurozone
between 2010 and 2012.

An attractive tax system
Despite the variable rate of inflation,
low interest rates guarantee the
availability of funds for investment
and consumption, and have stoked 
a boom in the real estate market 
that started in 2003 and has yet 
to subside.

The attractiveness of the economy 
is also enhanced by a personal and
corporate income tax rate of 10% (as
of January 1, 2008). This flat rate is
one of the lowest income tax rates in
the world and the lowest rate in the
European Union. 

A combination of attractive tax 
rates, structural reforms and the
deregulation of markets, has lead to
high levels of foreign investment,
and the sectors of the economy that
have received the most FDI over the
last three years are real estate,
manufacturing, financial services,
construction, wholesale and retail,
public utilities, and tourism.

THE INDUSTRIAL BASE:

Agriculture
Despite decreasing in importance
overall, agriculture and food
processing still play a key role in 
the Bulgarian economy, with 

Interesting Fact

The Bulgarian word for spa,
transliterated as banya, appears
in some of the names of more
than 50 spa towns and resorts,
including Sapareva Banya,
Hisarya, Sandanski, Bankya,
Varshets, Pavel Banya, Devin,
Velingrad, and many others.

National currency
Population

GDP
GDP per capita (PPP)

Real GDP growth
Consumer price inflation

Exchange rate
Import partners

Export partners

FDI
World Bank ‘Ease of Doing

Business’ ranking 

Leva (BGN)
7.26 million 
US$ 86.7 billion
US$ 11,800
6.1%
7.8%
BGN 1.27 = US$ 1  (June 2008)
Germany 15%, Italy 11%, Turkey 7%, Greece
6%, China 5%, France 5%, Romania 5% (2006)
Turkey 12%, Italy 10%, Germany 10%, Greece
8%, Belgium 7%, France 4% (2006)
US$9.6 billion
46

All figures are 2007 unless otherwise stated

Business Culture Tip

It is very important to note that
nodding means 'no' in Bulgaria,
while shaking your head 
means 'yes'! 
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Top Industry Sectors

Utilities; Steel; Real estate; Food,
beverages, tobacco; Machinery
and equipment; Transportation
equipment; Telecommunications;
Chemical products; Coke; Refined
petroleum; Nuclear fuel; Tourism.  

Dryanovo), trams (Sofia), trolleys
(Dupnitsa), buses (Botevgrad),
trucks (Plovdiv, Lom, Sofia, Lovech,
Shumen). Most of Bulgaria’s
shipbuilding takes place in Varna,
Burgas and Ruse. 

Telecommunications has become
one of the country’s fastest growing
industries, with three GSM mobile
phone operators (Globul, Mobiltel
and Vivatel) each providing close 
to 100% coverage. There are now
over 10 million cellular phones in 
use in Bulgaria.

Real estate 
Bulgaria’s residential property
market reached incredible heights in
2004, boosted by foreign interest
and by the increased purchasing
power of Bulgarians due to the
increased availability of mortgages.
Prices are relatively low by EU
standards, and some analysts feel
the capital city Sofia still offers good
investment opportunities. 

Tourism
The Washington Post recently 
voted Bulgaria as the Number 4
tourist destination in the world.
Indeed tourism is one of the fastest 
growing sectors of the Bulgarian
economy, with income from
international tourism growing over
the past decade due to lower 
prices than in the rest of Western 
Europe and proximity to most 
European destinations.

A view of Sofia.

Interest is growing in relatively new
but promising sectors such as
historical and cultural tourism.
Legislation also provides good
opportunities for investment in
Greenfield projects and joint
ventures on the Black Sea coast and
on mineral water resort sites.

Bulgaria’s1600 hot, warm and cold
mineral springs offer good
opportunities for the development of
“balneology tourism”, and the
country’s Black Sea coastline and
mountainous regions are inspiring
developers in both the winter and
summer holiday sectors.  

Investment incentives

Aside from an attractive tax 
regime, Bulgaria offers the
following incentives to 
international investors:

• A strategic location in South 
Eastern Europe

• VAT exemption on equipment 
imports for investment projects 
over EUR 5 million

• An annual depreciation rate 
of  30% for machinery and 
equipment

• An annual depreciation rate of 
50% for new equipment used in 
new investments and 50% for 
software and hardware

• Treaties for the avoidance of 
double taxation with 61 countries

• Agreements on mutual 
protection and the promotion of 
foreign investment with 
60 countries

• The acquisition of land and 
property through a Bulgarian 
registered company with up to 
100% foreign ownership

For more information:
Contact: Please contact 

Ms. Aneta Vladimirova at 
Stoyanov & Stoyanov Ltd 
regarding accounting and 
tax consulting services.

Email: aneta.vladimirova@stoyanov.com
Website: www.stoyanov.com

Useful Links

Doing Business In Bulgaria – 
2008 Country Commercial Guide 
for U.S. Companies 
(U.S. Commercial Service): 
www.tinyurl.com/2m57rg 

The World Bank Bulgaria 
Country Brief 2007:
www.tinyurl.com/5u79lg

Industrial Zones and Investor
information on Bulgaria:
www.industrial-zones.com 
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For more information
Contact: Mr. Alan Keet at Nolands 

Inc. regarding accounting, 
audit, and tax consulting 
services in Cape Town.

Email: alank@nolands.co.za
Website: www.nolands.co.za

To contact MSI’s other legal and
accounting member firms in South
Africa’s major commercial centres,
please view the international
directory at www.msiglobal.org

Namibia
Botswana

Mozambique

Zimbabwe

Angola
Zambia

South
Africa

South Africa:
A place for
capital to go,
say analysts
South Africans are upbeat and
extremely resourceful, even 
when the whole world is 
struggling to come to terms with 
fuel costs, rising food costs, and 
skills shortages. Despite having
experienced major hiccups 
in the past, South Africa still 
offers opportunities for the 
astute investor. 

Growing endorsement from 
foreign analysts
Foreign business analysts rate South
Africa's mineral and banking sectors
as among the best in the world. Jake
Leslie Melville, an analyst with Booz
Allen Hamilton, believes that the
combination of infrastructure and
resources offered by the country 
make it a place for capital to go.

"The figures show that South Africa
really has a lot of solidity in its
systems, its economy and its
institutions," says Sabine
Machenheimer, a researcher at the
respected defence industry analysts
that released Country Risk Ratings 
for the first time in 2008.

In the Global Competitiveness 
Index for 2007/8, South Africa was
ranked 44th out of 130 countries. 

The index is based on 12 pillars of
competitiveness: institutions;
infrastructure; macroeconomic
stability; health and primary 
education; higher education and
training; goods market efficiency; 
labour market efficiency; financial
market sophistication; technological
readiness; market size; business
sophistication; and innovation.

South Africa is also ranked as the 
18th most attractive foreign direct
investment destination worldwide in
the 2007 Foreign Direct Investment
(FDI) Confidence Index by global
management consulting firm 
AT Kearney. 

The Failed States Index, produced 
by US Foreign Policy magazine and
the Fund for Peace think tank, calls 

South Africa "a success story" 
where "the economy and the state
institutions are quite strong.” 

Real estate
Residential real estate has, like
elsewhere in the world, taken a
knock, and is at its slowest growth in
six years. This, with the perceived
weakness of the Rand, presents
opportunities for foreigners. 

Alan Keet, a partner at MSI’s Cape
Town accounting member Nolands
Inc., says: “The property market will
rebound, with the 2010 football
World Cup being one catalyst, and
when it does, it will present great
growth opportunities. Good potential
exists in the seaside, security estate,
and golf estate property sectors.  

“Commercial property, properly
geared, also represents a sound
investment in South Africa. Yields
are drifting out towards 9%-10%,
and most listed property funds
operate at about 7% yields. For the
private buyer, or one that enters the
market at the level of Nolands
Group’s fund, a substantial upside is
available on consolidation of the
market. Tax incentives in ‘Urban
Development Zones’ also apply ,
which add to the attraction.” 

Did You Know?

South Africa has the longest 
wine route in the world, the 
R62 wine route. 

National currency
Population

GDP
GDP per capita (PPP)

Real GDP growth
Consumer price inflation

Exchange rate
Import partners

Export partners

FDI
World Bank ‘Ease of

Doing Business’ ranking 

Rand (ZAR)
43.8 million 
US$ 467.6 billion
US$ 10,600
5%
6.5%
ZAR 7.98 = US$ 1 (June 2008) 
Germany 13%, China 10%, USA 8%, 
Japan 7%, Saudi Arabia 5%, UK 5% (2006)
Japan 12%, USA 12%, UK 9%, Germany 8%,
Netherlands 5%, China 4% (2006)
US$ 10.4 billion 
35

All figures are 2007 unless otherwise stated

Business Culture Tip

South Africans, regardless of
ethnicity, prefer face-to-face
meetings to more impersonal
communication mediums such 
as email, letter, or telephone.  

Useful Links

Guide to Ease of Doing Business 
in South Africa (World Bank):
www.tinyurl.com/4qqayh

Doing Business in South Africa
Guide (U.S. Commercial Service):
www.tinyurl.com/3m3j9s

Gateway to the nation:
www.southafrica.info

Johannesburg Stock Exchange:
www.jse.co.za

Top Industry Sectors

Mining (world's largest producer of
platinum, gold and chromium);
Automobile assembly; Metal
working; Machinery;Textiles; Iron 
and steel; Chemicals; Fertilizers;
Foodstuffs; Commercial ship repairs.




