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About IME 

The mission IME is to elaborate and advocate market-based solutions to challenges citizens of 
Bulgaria and the region face. 

The Institute was formally registered as a non-profit organization on March 15th 1993  

IME’s objectives are to provide independent assessment and analysis of the government's economic 
policies and to be a focal point for an exchange of views on market economics and relevant policy 
issues. 

 

IME Board 

− Krassen Stanchev (chairman) 
 

− Andrei Evtimov 
− Levon Hamparzumian 
− Martin Zaimov 
− Kalin Hristov 
− Keneth M. Lefkowitz 
− Georgi Sarakostov 

 

IME Team 

− Svetla Kostadinova, executive director 
 

− Desislava Nikolova, chief economist 
− Petar Ganev, senior economist 
− Zornitsa Slavova, economist 
− Kaloyan Staykov, economist 
− Yavor Alexiev, economist 
− Nikolay Valkanov, economist 
− Stoyan Panchev, fellow 

 
− Dora Todorova, chief accountant 
− Binka Ilieva, Manager development and donor relations  
− Vessela Dobrinova, office manager  
− Milena Prodanova, IME representative – Varna  
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Brief Summary of 2012 

 

In the nineteenth year since its founding, the team of the institute continued its efforts and campaign 
aimed at bringing rationality to public policies and widening civil freedom. We had many successes, 
but we also witnessed some delayed decisions which hinder the development of the country. 

An extremely important development for the team was the extension of the analysis and expertise 
on a regional level. This allowed us to enter the usually neglected topic of regional economic 
development.  Another important goal continued to be the work with young people and with 
virtually everybody interested in the field of economics. 

The unrealized ideas for studies and campaigns are still more than those who came to life, but this is 
the force that drives us further. 

Our donors were the key partner in fulfilling the activities important for our causes in 2012. 
Volunteers and young people also played a crucial role.  

We still have many tasks which require perseverance, irreconcilability and confidence.  

 

 

Svetla Kostadinova 

Executive director 

March 25th, 2013 
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Analyses 

Issuing research and in-depth analyses on important topics is a key priority for IME. Thus our 
advocacy is augmented with various facts and figures, used in the team’s work. 

 

Plain Packaging: Good Intentions and Unintended Negative Consequences 
 
November 30th 2012 

The primary conclusion of the analysis is that the implementation of plain 
packaging on tobacco products will cause devastating damage to their 
producers and their brands, while not succeeding to reduce tobacco 
consumption. On the contrary – instead of reducing health hazards, such a 
policy will lead to the opposite result and will increase the number of smokers 

Tobacco might turn out to be the first victim of a full-fledged war on branding. 
Other products considered to be unhealthy may also become the target of 
such attacks – alcohol, fast food or even soft drinks. Information is invaluable 
to the economy.  

 

Bulgaria In International Rankings2012: 84 Economic Growth Measures  
November 29th 2012 

The fourth edition of this review shows how governments address the challenges 
of the crisis by implementing reforms.  

People usually associate reforms with unpopular measures implemented only in 
hours of grave need, but the last three years proved this concept false. Voters 
supported reformist governments in the Czech Republic, Poland and Estonia and 
punished the lack of reforms in Spain, Italy and Greece. Bulgaria tags far behind 
the best and richest economies, but it can and it should move ahead in order to 
become a better place for work and living. Based on the results and analyses in 

international rankings we proposed 84 measures which will lead to economic growth and increase 
the welfare of the population.  

 

“The Generation Contract” or the Hidden Pension Debt of the State 
November 23d 2012 

The analysis is focused on the state of the Pension fund. The goal is to reveal some popular fallacies 
regarding the social pension system or “generation contract” by defining the key differences 
between social security and transfers and presenting the real state of the deficit of the Pension fund. 
The analysis also contributes to the expert debate on the financial dimensions of the solidarity 
element of Bulgaria’s pension system. 

 

Multiannual Financial Framework of the European Union 2014-2020: Analysis and 
Potential Effects on Bulgaria 
 
October 26th 2012 

The analysis tracks the changes in the Multiannual financial framework of the European Union 2014 – 
2020 in comparison with the previous budget period as well as the reasons behind them and the 
possible effects on Bulgarian economy. The main topics included in the analysis are the overall 
outlook of the MFF, the reforms in budget financing, the Common agricultural policy and the heading 
towards Intelligent and including growth. 
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“Regional Profiles 2012 – Indicators for Development” 
November 8th 2012 

The Analysis presents the socio-economic state and development of the 
regions in Bulgaria based on 57 indicators combined in eight categories. 
The survey includes an economic and social portrait of each of the 28 
regions as well as theme analyses on the following topics: 

- Levels of regional taxes; 

- Trends in primary and secondary education; 

- Perceptions on the business environment and living conditions in the 
regions; 

- Cluster analysis of the 28 regions 

 

 

Alternative Low-Tax Budget for 2013 
October 18th 2012 

 

IME’s Alternative budget is prepared for the tenth year in a row. 
The goal here is to demonstrate an alternative approach towards 
the state budget based on low taxes, balanced budgeting and bold 
reforms. The alternative budget for 2013 views the budget not only 
as a self-serving system but also as a tool of economic growth. The 
focal point here is the middle class and jobs, since this is the only 
visible way out of the crisis and bringing poverty to a decline. IME’s 

alternative budget defines the middle class and proposes policies aiming at its strengthening. The 
slogan of the budget is “stimuli and choice instead of burdens and promises”. 

 

Tax Gaps Which Burden the Budget and Block Reforms 
October 17th 2012 

The analysis presents a bigger picture of the various preferential tax regimes in 
the country and an assessment of budget losses caused by the presence of such 
clauses in tax legislation. This debate gained popularity once again because of the 
idea of taxing the interest on the people’s deposits, which so far were treated as 
non-taxable income. The survey shows that this is by far not the only tax 
preference and not the most obvious gap in Bulgarian tax legislation.  

 

 

Liberalization of the Postal Sector in the EU and Its Effects on Bulgaria 
 

Since January 1st 2011 the postal sector in Bulgaria is 
completely liberalized. Years before the last service reserved 
for the traditional operator “Bulgarian post” was removed, 
the number of postal service providers has grown drastically 
and the market offered universal as well as non-universal 
postal services. The development of the postal sector in the 
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past years was linked not only to the changes due to liberalization but mainly due to the overall state 
of the economy, as proven by the rapid growth of the sector in 2008 and its decline in 2009. 

 

Employment in Times of Crisis: New Jobs Policy 
April 27th 2012 

The analysis shows that social security and labor regulations are 
an impediment to employment and new job creation. Those 
include minimal social security, minimum wages and 
supplementary wage regulations, collective employment 
contracts and their forceful implementation, administrative 
difficulties regarding working conditions etc. Given the high risk 
of a new recession occurring in Bulgaria and the continuing 
decline of employment for a fourth consecutive year combined 

with a growth of unemployment, it is high time to consider more effective job creation policies. Such 
a policy should start with an all-new Labor code lying minimal regulatory, administrative and financial 
impediments on labor.  

 

Day of Freedom from the Government 
 April 29th 2012 

In Bulgaria this day usually is in May. Its earlier appearance in 
the last 3-4 years is mainly due to lower income after the 
record-breaking 2008 and the budget deficit. In other words, 
the state takes less, but spends as much as it did before – at 
the expense of previous reserves and new debt. If we continue 
with this calculation, April 20th to April 25th are the days in 
which taxpayers will have to work for the state to cover 2012 
deficit. These 5 days shall sooner or later be worked for the 
government. 

 

New Approach towards Disabled People in Bulgaria  
 April 16th 2012 

According to NII data, disability social security covered by state social security (SSS) expenditure has 
risen from 182.2 million leva in 2000 up to 1142.7 million leva in 2010. Thus expenditure for disability 
social security financed by SSS and the state budget amount to 20.3 of all pension expenditures in 
2010.  

In order to successfully address the issues of integration of disabled people we need to overcome 
many anachronistic elements of our present system. This is going to be a long process which should 
start with redefining the core concepts of the system and the development of clear and consistent 
government policy in the field.  

 

Week Protection of Property Rights Impedes Bulgarian Development  
March 30th 2012 

The focal point of this index is the impact of property rights on the economic welfare of countries. 
The survey shows a direct link between better protection of property rights and higher GDP per 
capita, more foreign direct investment and overall economic growth. The difference between GDP 
per capita leaders (top 26 countries) and those at the bottom (last 26 countries) is about 8 times – 
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about $40000 GDP per capita for the leaders and about $5000 GDP per capita for those at the 
bottom.  

 

Fiscal Rules: Literature Review, Implementation, and Recommendations for Bulgaria 
February 23d 2012 

Fiscal rules of various types have been implemented in Bulgaria since 2003, usually aiming a 
consolidated budget and debt. The last rules introduced in 2012 came in force via amendments in 
the Law on the State Budget. According to the text, prognostic annual expenditures for the next year 
should not exceed 40% of prospective GDP. Another rule that came in force in the beginning of 2012 
sets a top of prospective budget deficit at 2% of prospective GDP. These rules, however, do not 
correspond to the specific of Bulgarian budget and the needs of the economy.  

 

Successes and Failures of the Bulgarian Government (1998 - 2011) 
February 16th 2012 

This is the third edition of the “Successes and Failures of Bulgarian Governments” analysis. It 
complements the first (issued in 2008) and the second (issued in 2011) with 109 new reports. In this 
version the analysis is comprised of 697 audit reports for the past 14 years – 1998 to 2011.  

State expenditure in the 697 audits (1998 - 2011) reviewed amount to 90 billion leva out of 225 
billion leva overall expenditure for the period according to the budget implementation reports, i.e. 
the review assess about 40% of all government expenditure. 

Aggregate results from the review and assessment of the 697 reports done by IME show as follows: 

- Successes – 173, amounting to 27 billion leva; 
- Failures – 283, amounting to 34 billion leva; 
- Unclassified – 241, amounting to 28 billion leva. 

 

Economic Freedom is Endangered by the Debt Crisis in Europe 
January 12th 2012 

Bulgaria’s result has dropped slightly to a 64.7 points (out of 100), which takes us to the 61st place in 
the world and 27th place in Europe. The country scores better than the world average in most 
categories, but tags behind the rest of the European countries and far behind the world’s freest 
economies.  

Bulgaria is still a part of the “moderately free” segment (after the “free” and “mostly free” countries) 
which explains why we are still experiencing difficulties in catching up to rich countries’ income and 
standards of living. There is still a significant lag-behind when it comes to the rule of law because of 
our bad and declining (below the world average) results regarding property rights and corruption. 
The size of the government remains a key issue as well as the appearance of budget deficit in the last 
years which has significant negative effects. Bulgaria traditionally scores well when it comes to fiscal 
freedom (due to low taxes) and freedom of trade (in this regard EU policies play a key role). 
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Special Projects in 2012 

 

I. Regional Profiles 2012 
The „Regional Profiles: Indicators of Development” study was carried out for the first time by the IME 
team and its partners and aims to provide a snapshot of the socio-economic condition of Bulgarian 
districts as at mid-2012, and their evolution since 2000. The regional profiles of the districts were 
outlined on the basis of 57 objective and subjective indicators; we have also sought answers to the 
question what made some districts relatively more developed and prosperous while others remained 
poorer or underdeveloped. 

For this purpose, the first part of the study presents the results of the clustering of districts 
simultaneously following eight complex-valued indicators, used for measuring both in statics and 
dynamics. As a result of this method of clustering, nine specific groups of districts with similar 
profiles were identified . Some of the resulting clusters were largely expected while others certainly 
surprised the team involved in the study. For example Sofia (the capital city) was understandably 
outlined as a separate cluster because of its leading position in socio-economic terms. At the same 
time, other indicators showed that it was one of the two districts with the worst environment for 
business development. It was quite surprising to conclude that the Gabrovo District formed an 
independent cluster because of its relatively good socio-economic status, but with very strong 
negative trends in demography and education. 

The resulting clusters are particularly interesting subject for analysis because they bring to the 
surface certain seemingly subtle similarities between districts. For example the districts of Stara 
Zagora and Targovishte form a separate cluster because of their favourable business environment 
and dynamic economic development while at the same time both suffer due to poor natural 
environment conditions. At the other extreme, there is a cluster covering the districts 
of Razgrad and Silistra. This cluster is characterised by the most unfavourable demographic 
developments compared to other Bulgarian districts, and the very poor state of local economy and 
education. Positive changes in education form a promising trend in this group. 

 

 
 

In order to try and find convincing explanations for similarities and contrasts in the socio-economic 
development of districts, the second part of the publication contains several thematic analyses on 
topics selected by the team, while the third part presents profiles of each of the 28 districts in 
Bulgaria. In the first edition of „Regional Profiles: Indicators of Development”, the emphasis is on the 
following four topics: levels of local taxation; assessment of business environment in the district by 
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local economic operators; assessment of living conditions by people living in the district and analysis 
of trends in primary and secondary education. 

 

II. Economic Analysis of Agriculture 
The project “Economic Analysis of Agriculture” is conducted with the financial support of “America 
for Bulgaria” foundation and encompasses a monthly review of corn markets as well as other reports, 
analyses and commentaries on the development of agriculture in Bulgaria and on a global level.  

 

Corn bulletin 
This monthly review aims at tracking the trends on the main corn markets on a global level and their 
impact in Bulgaria. A special focus here is set on the development of corn production in the country 
as seen via questionnaires filled by agronomists and producers 

 
− Review | March 2013 
− Review | February 2013 
− Review | November 2012 
− Review | October 2012 
− Review | September 2012 
− Review | August 2012 
− Review | July 2012 

 

Analyses 
In addition to articles, commentaries and the corn bulletin, two sector analyses were issued: 

- Analysis on the potential for growing fruits and vegetables in Bulgaria; 
- Analyses of the meat and meat products in Bulgaria. 
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Round Tables 

The primary approach towards dissemination of our ideas was again organizing different discussions, 
in which experts and interested parties discussed possible solutions to problems of Bulgarian public 
life.  

 

Round Table: Fiscal rules – Options for Bulgaria  
January 16th 2012 

Representatives of different ministries, BNB, parliamentary 
groups and commissions, non-government organizations, 
associations and experts took part in the discussion, 

The main topics discussed at the round table were: 

-      Are fiscal rules based on theory or on practice? 
− What rules there are (and what rules are proposed) on a 
European level? 

− What are the details about the proposed fiscal rules in Bulgaria? 
− What are the main objections against the proposed rules? 
− Is it necessary to ass fiscal rules to the Constitution?  
− Where the focal point should be placed – on deficit, debt, government spending or direct taxes? 
 

One Year after the Liberalization of the Postal Market in Bulgaria – Effects and Proposals 
July 3d 2012 

Representatives of “Bulgarian post” Ltd., private post 
operators, syndicates and experts took part in the discussion. 
The potential of a state enterprise in the context of European 
liberalization of the sector was discussed. 

 

 

 

 

100 Years since the Birth of Milton Friedman  
July 31st 2012 

IME joined the global initiative „Friedman Legacy for 
Freedom Day 2012” and organized a special event, 
dedicated to the 100th anniversary of the birth of 
the charismatic economist Milton Friedman.  

Friends of the Institute, adhering to the idea of 
individual and economic freedom gathered at the 
event. Different parts of the legacy of Milton 

Friedman were presented by Kalin Hristov, Georgi Angelov and Petar Ganev.  
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Press Conferences 

Another method for popularization of IME’s analyses is press conferences on which the analyses are 
presented to the media. In 2012 the main press conference topics were labor market an regional 
policies.  

 

 
Employment in Times of Crisis – New Jobs 
Policy 
April 24th 2012 

 
 

Alternative Budget 2013 
October 28th 2012 

 
 

First Annual “Regional Profiles: Indicators for 
Development 2012” survey 
November 8th 2012 

 
 

Rational Economy – Where is Bulgaria and 
Where Could it be? 
November 29th 2012 
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Lectures 

The initiatives of the IME Students club continued with public lectures.  

 
Bertrand Lemennicier lecture: 
“Liberalization of the Nuclear Weapons 
Market” 
October 17th 2012 

 

Kalin Hristov lecture „Quo Vadis, Europe?” 
 March 16th 2012 

 

 
 
Georgi Angelov lecture: „The Economic 
Wonder Estonia, Germany and China” 
25 април 2012 April 25th 2012

 

 
 
Tsvetelin Tsonevski lecture „The Market 
Process VS the Political Process” 
March 21st 2012

 
 
 

 

 

Economic Library of IME and BMA 

The library has consolidated its standing by conduction various events – movie screenings, book 
discussions and debates. At the end of 2012 it has 484 users and more than 20 active new 
subscribers. More than 40 books were added to the library, mainly as donations from readers.  

In addition to the events and its ordinary book provision activity, the library also issues a regularly 
bulletin; in 2012 29 bulletins were issued.  

The library hosts the writings of 17 Economics Nobel prize winners, the full Renaissance collection by 
Liberty Fund, the collected works of Friedrich von Hayek, Ludwig von Misses, James Buchanan, 
Gordon Tullock, John Stuart Mill etc.  

1/3 of the book marked as important out of the top 100-book list of economic literature on Amazon 
are available to our readers.  
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Seminar: Rational Economy – Where is 
Bulgaria and Where Could it Be? 
November 27th 2012 

 

Student seminar: Agricultural Subsidies in 
the EU and Bulgaria  
November 20th 2012 

 
 
Summer Seminar “Europe and Liberty”, 
Bansko 
July 14th -  20th 2012 

 

 
“(In)Action Has Its Consequences: Reasons 
and Ways of Inclusion of Young People in 
Tthe Decision Making Process in the EU and 
in Their Home Countries” 
March 19th -25th 2012 

 
Public movie projection: „Bulgaria: a 
Database” 
June 27th 2012 

 

 
Movie projection: “Meeting with Irecheck” 
May 10th 2012 

 
 
Discussion with Elena Marinova regarding 
Edward Glazer’s book “The Triumph of the 
City” 
April 26th 2012 

 

 
Pre-premiere of Vaclav Klaus’s book “Euro 
Integration Without Illusions” 
February 16th2012 
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IME Award 

On December 5th, 2012 Forbes Bulgaria gave 
their second annual business awards, given to 
those who employ the best business practices 
and encourage entrepreneurship in Bulgaria.  

At the ceremony held at Sheraton Hotel – 
Sofia, the Institute for Market Economics 
received the special Forbes award for 
protection of economic freedom. 

 

 

 

 

 

Media Appearances 

In 2012 the Institute continued writing and publishing its regular weekly “Economic policy review” 
bulletin – 51 issued this year. A large portion of the articles were reprinted by print and electronic 
media. The bulletin remains a primary method for communication and dissemination of IME’s ideas 
and the articles included in it become the reason IME economists are invited to television and radio 
programs.   

In addition to the weekly bulletin, IME economist published articles in a large number of media. 
Some of the media who sought the opinion of the IME economists the most are “24 Chasa”, 
“Dnevnik”, “Trud”, “Manager”, BNT, BNR, bTV, Nova Televizia, Bulagria on Air and many others.  

The IME team had more than 630 media appearances in 2011. 

 

 
 
  

http://ime.bg/bg/ipi-v-mediite/
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Team 

In 2012 the team was joined by Nikolay Valkanov – agricultural economist, Vessela Dobrinova – office 
manager and Stoyan Panchev – Think Tank Fund fellow.  

 

 

 

Internship Program in 2012 

Judging from the number of candidates in 2012, interest towards IME’s internship program continues 
to grow. 

In 2012 IME hosted four internship programs, during which the following interns had three-month 
internships: Dimitar Vuchev, Michail Michailov, Filip Manchev, Kliment Stefanov, Vassil Nikolov, 
Mariya Kirilova, Vesselin Vasilev, Ivan Todorov, Anna Tsvetkova, Boryana Daskalova, Daniel Georgiev 
and Peter Penev.  

 

 

 

Finance 

Reported income in 2012 amounts to a total of 615 thousand leva, 90% of which come from 
regulated activities – projects implementation, and the rest come from economic activities 
(consulting, event organizing etc.) 

In the past year the foundation has worked mainly on analyses of regional development, economic 
reforms, models for financing of qualification and complementary education in the EU, the labor 
market, the new EU finance period, the implementation of the impact assessment method by the 
Bulgarian administration, etc.  

The financial result for 2012 is positive – 2 thousand leva.  

 

 

 
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

Project income 310 212 163 136 157 295 237 104 416 574 

Economic activity income 160 69 89 176 175 200 692 30 44 41 

Other income 0 2 1 0 0 0 0 0 0 0 

Total income 470 283 253 312 332 495 929 134 460 615 

Project expenditure 283 205 168 139 162 283 237 99 416 574 

Economic activity expenditure 160 69 90 171 172 206 518 175 52 39 

Other expenditure 27 11 -4 2 0 15 0 0 0 0 

Total expenditure 470 285 254 312 334 504 755 274 468 613 
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You can support IME’s efforts towards more individual freedom, small and effective administration 
and predictable business environment by donating to the Institute 

 

 
 

Investing in IME efforts towards more economic and individual freedom has a high return. 

We believe that you value your freedom and can decide best what is good for you.  

These are the values we stand for and therefore we turn to you to invest in IME. In turn for your 
investment we will: 

• Continue to put pressure for faster reforms, bringing prosperity to all; 

• We will to observe, comment and propose rational decisions; 

• We will always be there when there is danger from irrational decision and policies; in other 
words we will protect the ideas in which you and we believe 

 

For more information, please visit the IME webpage 

http://ime.bg/en/donation/
http://ime.bg/en/donation/
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