
BULGARIA
Table 1 2022
Population, million 6.8

GDP, current US$ billion 89.0

GDP per capita, current US$ 13135.3

International poverty rate ($2.15)a 0.2

Lower middle-income poverty rate ($3.65)a 1.4

Upper middle-income poverty rate ($6.85)a 4.5

Gini indexa 40.5

School enrollment, primary (% gross)b 85.2

Life expectancy at birth, yearsb 73.6

Total GHG emissions (mtCO2e) 50.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ Most recent WDI value (2020).

Following robust growth in 2022, the

Bulgarian economy is set to slow down in

line with EU trends. Inflation is expected

to decelerate in 2023 but remain elevated.

The fiscal position will likely worsen giv-

en the growth deceleration and rollover of

government support measures. Political

instability is already taking its toll on

the prospects of absorption of EU funds

and eurozone accession plans. Poverty

reduction is expected to slow down as

Bulgaria faces slower growth and pro-

longed elevated inflation.

Key conditions and
challenges

Bulgaria’s economic growth had slowed
markedly in the decade before the
Covid-19 pandemic. The country’s
growth potential is constrained by ad-
verse demographic trends that result in a
rapid decline in its working-age popula-
tion. This, coupled with a relatively low
number of years in schooling and declin-
ing quality of education as measured by
international assessments, has been un-
dermining Bulgaria’s growth prospects.
In addition, private sector expansion has
been hindered by institutional weakness-
es and insufficient enforcement of fair
competition, which leads to resource mis-
allocation away from the most productive
firms. Public investment management is
also suboptimal, particularly in ensuring
investment efficiency and open and fair
competition in public procurement. If
Bulgaria succeeds in overcoming these
challenges with an ambitious reform
agenda, it could accelerate its economic
growth to above 4 percent in the period
up to 2050. Under a no-reform scenario,
however, growth may slow down to 1.2
percent by the middle of the century.
Bulgaria’s development path has not been
inclusive enough. Despite significant
poverty reduction, poverty rates continue
to be high by EU standards. Poverty in-
cidence (US$6.85 2017 PPP) declined by
9.6 percentage points in 2015-2020, reach-
ing 4.5 percent in 2020. Inequality has

been increasing, and the country has the
highest income inequality in the EU, with
a Gini Index (of equivalized disposable
income) of 39.7 in 2020. The at-risk-of-
poverty rate (AROP) has shown an up-
ward trend, with 22.1 percent of the pop-
ulation falling below the national poverty
line in 2020 (income year), one of the
highest in the EU. Regional disparities,
and sizable differences across groups,
such as Roma and women, are still highly
prevalent. High inequality is linked to
persistent disparities in labor market out-
comes, inadequate coverage of the social
protection system, and a fiscal system
characterized by limited progressivity.

Recent developments

GDP growth exceeded expectations in
2022, as the economy expanded by 3.4 per-
cent. Even if the deceleration of growth
continued in Q4, the economy proved to
be more resilient in 2022 than earlier fore-
casted. Throughout the year, the main
growth driver remained final consump-
tion on the back of labor market buoyan-
cy and increased government spending.
In 2022, the labor market recovered to its
pre-Covid level, with employment reach-
ing 54.9 percent in Q4/2022, and unem-
ployment down to 3.9 percent against the
backdrop of labor scarcity.
Bulgaria recorded one of the highest in-
flation rates among EU countries in 2022,
with annual average CPI inflation reach-
ing 15.3 percent. Imported inflation
through higher energy and food prices

FIGURE 1 Bulgaria / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Bulgaria / Actual and projected poverty rates and
real GDP per capita
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after Russia’s invasion of Ukraine was
the key factor. While headline CPI infla-
tion (in y/y terms) started decelerating in
October 2022, core inflation (food and en-
ergy excluded) went down only in Janu-
ary, 2023, to 12.2 percent y/y. Although y/y
CPI inflation surpassed nominal wage
growth in most months of 2022, the gap
was less than 2 percentage points on av-
erage for the year, which helped contain
the impact on the real purchasing power of
workers. Moreover, the significant boost to
pensions in response to the Covid-19 crisis
and inflation – by between 56 percent and
136 percent in 2022 depending on the pen-
sion type - supported real incomes of pen-
sioners. Nevertheless, food price inflation
– 22 percent on average in 2022 - dispro-
portionately impacted poorer households
as they spend significantly higher shares of
their income on food items.
The fiscal deficit in 2022 surprised on the
positive side, reaching 0.8 percent of GDP
on cash basis. The accrual-basis deficit was
estimated by the Ministry of Finance at
0.1pp below the 3 percent EU ceiling.
While current expenditure grew substan-
tially on Covid-19 and inflation-mitigation

measures, the deficit was contained due to
the revenue-boosting impact of inflation
and underperformance on capital spend-
ing. The receipt of the first tranche under
the National Recovery and Resilience Plan
(NRRP) also raised revenues, while not re-
sulting in corresponding expenses due to
its late-year arrival. Separately, the current
account deficit remained marginal thanks
to strong surplus on services trade.

Outlook

Bulgaria’s economy is expected to slow
down substantially in 2023 – to 1.5 percent
- in tune with the downward trend in the
eurozone. Growth may be further sup-
pressed if Bulgaria fails to deliver on the
reforms embedded in the milestones under
the NRRP, resulting in a freeze or reduc-
tion of upcoming tranches, depriving the
country of substantial resources.
Inflation will continue to subside but re-
main elevated in 2023. The fiscal deficit is
projected to expand to 3.6 percent of GDP
due to the economic slowdown and the

rollover of fiscal discretionary measures to
2023. The current account is projected to
move to a slight surplus in 2024-2025 due
to expected downward adjustment of im-
port prices of key raw materials.
Bulgaria’s outlook continues to be marred
by prolonged political instability. In ad-
dition to creating an unpredictable busi-
ness environment, the political impasse is
already impeding the implementation of
reforms, the NRRP and eurozone acces-
sion plans. The lack of a working parlia-
ment has prevented the passage of key
pieces of legislation, set as milestones un-
der the NRRP and as commitments under
the country’s roadmap for euro adoption.
Should this situation linger on, the coun-
try may lose EU funds and may delay
its eurozone entry beyond the likely 2025,
which would take a toll on its growth
prospects and slow down convergence to
average EU income levels.
The economic slowdown and prolonged
inflationary pressures are expected to de-
celerate poverty reduction, with poverty
($6.85/day PPP) declining slowly, from
4.5 percent in 2020 to 3.6 and 3.5 percent
in 2022 and 2023, respectively.

TABLE 2 Bulgaria / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.0 7.6 3.4 1.5 2.8 3.0

Private Consumption -0.6 8.8 4.8 2.2 3.9 4.7
Government Consumption 8.3 0.4 6.5 4.8 2.7 2.1
Gross Fixed Capital Investment 0.6 -8.3 -4.3 1.6 3.8 5.1
Exports, Goods and Services -10.4 11.0 8.3 3.2 5.7 6.6
Imports, Goods and Services -4.3 10.9 10.5 4.4 6.5 7.8

Real GDP growth, at constant factor prices -4.0 8.0 3.4 1.5 2.8 3.0
Agriculture -3.3 28.8 -0.8 0.2 1.5 1.2
Industry -8.2 1.7 12.5 3.9 6.5 5.2
Services -2.5 8.7 0.8 0.8 1.6 2.3

Inflation (Consumer Price Index) 1.7 3.3 15.3 8.7 4.8 3.7

Current Account Balance (% of GDP) 0.0 -0.5 -0.4 -0.3 0.6 0.9
Net Foreign Direct Investment Inflow (% of GDP) 4.5 1.4 2.2 1.9 2.7 3.0

Fiscal Balance (% of GDP) -2.9 -2.7 -0.8 -3.6 -2.5 -1.4
Revenues (% of GDP) 36.8 37.7 39.2 37.6 38.6 39.4
Debt (% of GDP) 24.6 23.9 19.3 21.5 20.4 19.6
Primary Balance (% of GDP) -2.4 -2.3 -0.4 -3.4 -2.2 -1.2

International poverty rate ($2.15 in 2017 PPP)a,b 0.2 0.2 0.2 0.2 0.2 0.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 1.4 1.1 1.0 1.0 0.9 0.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 4.5 3.8 3.6 3.6 3.5 3.4

GHG emissions growth (mtCO2e) -4.2 6.5 6.0 2.3 4.1 3.7
Energy related GHG emissions (% of total) 80.4 77.7 75.7 74.0 72.1 70.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2021-EU-SILC. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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