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The Economic and Social Council (ESC) of the Republic of Bulgaria has 

elaborated on its own initiative an analysis on TACKLING POVERTY IN 

BULGARIA. 

The President of the Economic and Social Council, pursuant to Article 

15(1)(9) of the ESC’s Rules of Procedure, assigned the elaboration of this development 

to the Commission on Social Policy. 

The Commission elected Assoc.Prof.Dr. Jeliazko Hristov, Ph.D., Member of 

the ESC from group II – representatives of employees, as rapporteur. Maria Sotirova, 

Professor, Doctor of Economic Sciences and Violeta Ivanova, Research Associate, took 

part in the elaboration of the draft analysis as external experts. 

The Standing Commission for Social Policy adopted the draft analysis at its 

meeting, held on 18 November 2009. 

The Economic and Social Council adopted this analysis at its plenary 

session, held on 27 November 2009. 
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INTRODUCTION 
 

The European Commission proclaimed 2010 the European Year for 

Combating Poverty and Social Exclusion. This is the reason why the Bulgarian ESC 

intends to provoke public interest into shaping an effective consensus-based national 

policy for settling the poverty issues. Mankind has been combating poverty and its 

various dimensions in time and space for decades in row. 

Back in the early 19th century in Great Britain, an Act against Poverty was adopted 

within the frames of the labour legislation, and in 1834 an amendment was made; 

the amendment was developed in cooperation with one of the leading economists 

at that time – Senior. This amendment on the one hand “improved the 

administrative mechanism to support the poor” and on the other hand adopted 

certain economic principles as concentration of economic aid to the poorhouses 

being qualified as “shameful and derogatory to human dignity”
1
. It was the 

penury after World War I that generated the ideas and political 

determination to establish the International Labour Organisation, and the 

European Community in mid-70s of the 20
th

 century launched the 

implementation of targeted measures for combating poverty. Moreover the 

leaders in this social combat were prominent aristocrats-politicians as Bismarck, 

Churchill and Roosevelt who were well aware of the fact that poverty endangers 

the structure and even the foundation of the contemporary democracies. 

Unfortunately the combats turned out to be not as successful as intended or 

expected by their ”generals”, although such huge material wealth has never been 

produced so far as well as such quantity of material goods has never been used so 

far. It is a paradox that in the end of the 20
th
 century and in the beginning of the 

21
st
 century, along with the technological, economic, social and civilization 

progress, poverty expands and deepens in spite of the “military” spirit and 

terminology in the implementation of policies and social action. According to Jean 

Ziegler, in 2002 “… 20% of the world’s population possesses more than 80% of its 

fortune, owns over 80% of the cars in motion and consume 60% of the energy. The 

rest over 1 billion men, women and children should share 1% of the global 

revenue.”
2
 

Over the last decade the social inclusion has been considered the most 

appropriate approach to reduce marginalisation and poverty, and practically 

this approach has been confined to active measures on labour market. It has 

been this approach that has backed the policies, too. However the inequalities keep 

rising, which brings this approach in question. An opinion has been shaped that the 

                                                 
1
 Schumpeter, J. А,: History of Economic Analysis, volume II, 2008, p. 40 

2
 Ziegler Jean, The New Rulers of the World and Those  Who Resist Them, publisher “Iztok – Zapad”, 2003, p.59 
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reduction in poverty rates, though considerably reduced, would not be sufficient 

for an authentic progress in terms of authentic social, economic and cultural 

participation. The need to manage the increasing inequality calls for immediate 

action. Neither the growth, nor the increased number of jobs can by 

themselves ensure the missing justice. Special social mechanisms and 

technologies are needed to enhance justice. 

 

1. Main theses, assessments and conclusions 
 

 1.1. The financial and economic crisis not only aggravates the poverty-related 

problem, but also entails new dimensions of poverty. First, the globalising character of 

economy dominated by liberal strategies and practices and the global character of the 

crisis are about to turn poverty into a social pandemic. As per one of the latest reports 

of the World Bank, as of the beginning of 2009 “the army” of the poor has been 

joined by another 89 million people, i.e. over 10% of the world population. The risk 

of increase in poverty is faced not only by the third World countries, but also by the 

industrially developed countries as well as by a considerable part of the middle class 

whose incomes originate from employment. Second, the depth of recession constituting 

total lack of liquidity, collapse of benchmark companies and sectors as well as 

emerging huge budget deficits give reasonable rise to social pessimism as regards 

the real effects of the anti poverty policies. 

 1.2. The situation of poverty in Bulgaria is also shaped by the impact of certain 

specific, peculiar for this country factors related to the ongoing transition process. The 

social change and market reform do not lead to the achievement of the political, 

economic and social goals as expected by the public. Although Bulgaria has been a 

member of the EU for three years now, there exist an anti-social GDP distribution, 

delayed catching-up development, rising income and social inequalities, unequal 

access to education and health care as services of general social interest. 
 1.3. Poverty has its various aspects and dimensions. Poverty integrates 

economic, social, spiritual and psychological issues; it reveals at a macro-level – 

individuals/households, at a group/community level, at a macroeconomic/ national 

level, and for decades in row – at a global level, too. A long time ago the United 

Nations and other international organisations as the World Bank, the European Union as 

well as a number of regional organisations recognized (observed and determined) the 

combat against poverty as a significant social and economic issue. 

1.4. Poverty has its monetary and intangible dimensions – from income rate, 

costs and consumption pattern, through access to labour market and services of 

general interest, to social status and social behaviour of the individuals and 

households in society. Without any underestimation of the various aspects and forms of 

manifestation of the various characteristics and indicators, in this opinion we stick to the 
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economic and social aspects being analysed and assessed by monetary and other (non-

monetary) indicators. 

1.5. The differentiation in the extent of economic development and social 

progress of the different countries, continents and regions determine to a great 

extent the application of different indicators for poverty assessment. Differences 

show up in the concepts and assessments of poverty among the United Nations, the 

World Bank and the European Union. In this opinion the policies and measures for 

tackling poverty as a whole are based on the methodology, methodological approach 

and the political and management solutions of the EU, but also contain a sufficient 

scope of additional analyses, assessments and good practices. 

 1.6. The efforts of the EU to tackle poverty have passed through contradictory 

stages of development. The beginning was laid in 1975 with the adoption of the first 

programme – Poverty 1. This practice continued up to the period 1989-1994 when the 

Poverty 3 programme was completed, and the adoption of the Poverty 4 programme was 

blocked by Germany (during Germany’s Presidency led by then-German Chancellor 

Helmut Kohl) and by Great Britain. 

1.7. Having completed a series of programmes, the EU applied another 

approach and management mechanism to be in line with the latest developments, 

i.e. – adoption of a Social Inclusion Strategy. This became possible after introducing 

Articles 136 and 137 in the Amsterdam Treaty of 1997 (effective as of 1999). By this 

step powers were conferred to the EU institutions to boost and coordinate the endeavours 

of the Member States to combat poverty and social exclusion. 

1.8. The meeting of the European Council, held in Lisbon (2000) contributed to the 

shaping of a common European vision and more effective anti-poverty mechanisms. It 

was at that meeting where social-oriented targets as attaining sustainable economic 

growth, accompanied by quality employment and better social cohesion were 

adopted. There is certain evolution and progress in the position of the EU leaders as 

expressed in the opinion of the Lisbon European Council, “that the number of people 

who live below the poverty line and experience social exclusion in the EU is 

unacceptable” as well as that the measures to be implemented should have decisive 

influence upon combating poverty. 

1.9. Along with the elaboration of a position regarding poverty, the European 

institutions have adopted the open method of coordination (which has been 

successfully applied in the European Employment Strategy) as an effective 

instrument for implementation of the European Strategy for Social Inclusion. The vision 

for combating poverty by implementing social inclusion strategy is based on policies and 

measures for social protection, while the idea is to promote an approach to undertake 

commitments in utilization of basic labour, economic, social and civil rights. 

1.10. The Laeken-Brussels European Council (December 2001) adopted 18 

statistic indicators for assessment of poverty and social inclusion so as to assess the 
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progress made by the EU Member States and to provide comparability of their results 

(the indicators adopted and classified in two groups can be seen in Annex No 1). 

1.11. The Synthesis Report on Social Inclusion for 2002, which is based on the 

EU-15 experience, contains a classification of the main risks of poverty and social 

exclusion endangering individuals, groups and communities. In particular these 

risks are as follows: penury/or income inadequacy for a long term; long-term 

unemployment; low quality employment or lack of professional experience; 

insufficient educational level and illiteracy; belonging to one-parent families, 

families with three or more children or single parents; disabled people or people of 

poor health; bad housing conditions or lack of house; immigration, ethnicity, 

racialism and discrimination. 
1.12. With regard to the new Member States, in the Synthesis Report on Social 

Inclusion for 2005 the risks were separately classified as per gravity. Long-term 

unemployment was ranked first followed by risks as experience-based skills; single 

parents with children and large families; disabled people and chronically ill people; 

people addicted to alcohol and drugs; belonging to minority ethnic communities 

(mostly Roma), discrimination, etc. The investigation and awareness of the risks and 

threats of poverty appear to be of key importance as regards the effectiveness of the anti-

poverty policies and measures implemented. Hence the prevention against risks of 

poverty should be determined to be the dominating approach in the efforts to 

combat poverty. 

1.13. A key factor, which generates the risks of poverty and determines its 

national peculiarity, is the anti-social distribution of the economic growth. Over the 

period of transition the GDP growth rate has been many times higher than the rate at 

which the average real wage has increased. As a result of the existing distribution 

mechanism, GDP per capita in 2008 reached 139.85% of the level in 1989, while the 

average real wage recovered only 61.93% of its amount in 1989. 

1.14. Along with the building of an institutional mechanism and capacity, at 

European and national levels vast social attitude has been established to combat poverty 

through accelerated action of the civil sector and exploring its potential and energy. As a 

result of the expressed social intolerance against poverty among influential European 

societies, in 1990 the Brussels-based European Anti Poverty Network was founded. 

The aim is not only to promote social intolerance, but also to generate ideas as well as to 

attract wide circles to participate and support the joint efforts to combat poverty. That 

initiative boosted the development of the national anti poverty networks – a process that 

has taken place in Bulgaria, too. The national anti poverty network was established in the 

beginning of the new decade as an informal civil structure, whose members are various 

organisations from the civil sector. As from 2003 the National Anti Poverty Network has 

been a member of the EAPN, and in 2008 it hosted the meeting of the EAPN General 

Assembly. 
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1.15. Yet before the accession to the EU, Bulgaria adopted the basic European 

anti poverty mechanism. In October 2003 the national government adopted a Strategy 

for Combating Poverty and Social Exclusion for the period 2003-2006; then two national 

plans for combating poverty and social exclusion were implemented in 2004 and in the 

period 2005-2006. The general target of the strategy in question was to reduce poverty 

and to preclude the risk of social exclusion. 

1.16. The first step in the strategy implementation was the determination of 

the official poverty line (BGN 152 for 2007, BGN 166 for 2008 and BGN 194 as of 

1 January 2009) applying the methodology as approved by a Decree of the Council of 

Ministers. However it was not followed by the second, also important step – adoption 

of a methodology/mechanism to set the minimum payments and social allowances in 

line with the official poverty line, although relevant expert solutions were developed 

and submitted for approval. 

1.17. As a tradition the main information source on investigating poverty is the 

annual monitoring of household budgets performed by the National Statistical Institute. 

Most of the information included in the system for monitoring of Laeken indicators of 

Eurostat is also acquired on the basis of these data. It provides comparability with the 

rest European countries, but the interpretation of this information outside the context of 

the national peculiarities implies certain risks. As of 2006 in order of pilot action and as 

of 2008 on a regular basis Bulgaria was included in the system of Eurostat - 

Statistics on Incomes and Living Conditions (SILC), which provides considerably 

more detailed information on poverty by using monetary and non-monetary indicators for 

assessment. 

1.18. In this analysis the stress is laid upon monetary poverty, while additional data 

are presented on certain non-monetary indicators included in SILC. The ESC has 

already had the opportunity through various ESC opinions to note particular 

aspects and recommendations with regard to the necessary anti poverty and social 

inclusion policies, so the latter are not included in this development
3
. 

  

 2. Peculiarities of Poverty in Bulgaria 

  

As we have already pointed out, even before becoming a member of the EU, 

Bulgaria undertook commitments in combating poverty applying the existing European 

mechanism for investigating and tackling poverty. 

• The relative method for poverty monitoring as applied by Eurostat, became of 

particular importance when this country, in 2000, started the negotiations for full EU 

membership, including the negotiations on chapter 13 – Statistics. 

                                                 
3
 See: National Report of the Republic of Bulgaria on the Social Protection and Social Inclusion Strategies for 2008-

2010; Issues of the Pension System in Bulgaria; Income Policies – Basic Ways and Means to Improve Quality of 

Life and a Factor to Reduce Poverty in Bulgaria. (www.esc.bg).  
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• Moreover as of 2007 this method has been the basis for the determination of the 

poverty line by the Council of Ministers on annual basis. This method implies the 

classification of the households according to the total net income per equivalent unit. For 

four years in row the poverty line has been determined 60% of the median 

equivalent income. 

• In 2004 the first National Plan on Social Inclusion was launched; this plan 

was focused on undertaking concrete measures and attaining 20 operative targets 

integrated in 5 strategic targets as follows: 
- Promoting employment and increase in incomes; 

- Facilitation of the access to resources, rights, wealth and services; 

- Precluding the risk of social exclusion; 

- Social support to the vulnerable groups of families and persons; 

- Mobilisation of all institutions. 

Plan 2004 incorporates national financial resources from various programmes for 

this country as well as financing by international donors. 

 

 2.1. Relative Poverty – Dimensions and Risks 
 

The basic problem (not only in Bulgaria) is related to the effectiveness of the anti 

poverty policies and measures. Even in the most favourable years of economic activity 

relevant reduce in poverty and social exclusion did not occur – a conclusion drawn on 

the basis of the analysis of the social situation and its dynamics. Poverty in Bulgaria has 

its peculiarities and it is worth to attach particular attention to them in this analysis. 

2.1.1. The data for the period 1995-2008 show an increase in poverty line from 

EUR 501 to EUR 1296 on annual basis. Having in mind that the currency board has been 

effective since mid-1997 and the exchange rate has been fixed (towards Deutsche mark 

and then towards euro), it can be considered that the increase in poverty line over the 

period 1998-2008 is almost entirely due to the nominal income growth in the households 

as over the last 11 years there have not occurred any considerable changes in the 

polarisation and differentiation of incomes: 

- S80/S20 quintile share ratio is 3.48-3.96; 

- Gini coefficient is 24.1-26.4. 

2.1.2. Along with that the poverty rate fluctuated in comparatively narrow 

range over the whole period subject of analysis – between 16.5% and 13.5% of the 

population. There was not a considerable change even in the two years of crisis – in 

1996 the poverty rate was 14.8%, and in 1997 – 15.3%. Hence the following conclusions 

can be drawn using the Eurostat relative method: 

• The poor Bulgarians are a relatively constant share (about 1.1-1.2 

million). The poverty rate as measured using this method is not considerably influenced 

by inflation (even by hyperinflation) and by the occurring steep fluctuations in the 



_________________________________________________________________________ 

ESC/2/011/2009 – Standing Commission for Social Policy 

9

population living standard, provided there are not any dynamic fluctuations in the income 

differentiation and polarisation of the households. 

• The data from international comparisons show that the relative share of the 

poor in Bulgaria does not differ a lot from that in the EU Member States and in particular 

in the newly acceded countries. However there are considerable differences as regards 

the poverty lines. For example, in Bulgaria the poverty line in euro is 2.8 times lower 

than that for the newly acceded countries and 13 times lower than that for the old 

EU Member States. 

• The differences regarding the poverty lines, when measured in purchasing 

power parity (PPP), reduce considerably on comparing our country with the others. In 

this case the poverty line in our country is 2 times lower than that in the newly acceded 

countries and about 5 times lower than that in the old ones. This should be kept in 

mind on assessing the poverty rate by this method since under equal price conditions 

incomes are times lower and the living standard is lower to the respective extent. 

2.1.3. It should be noted that the pensions, as a basic social transfer, are of 

utmost importance for reducing poverty in Bulgaria in spite of their low nominal 

amount. This is due to their relatively high share in the total incomes of the 

households. The rest social transfers have considerably less influence upon poverty 

reducing. As per data for 2008 – the 43.5% poverty rate before the social transfers 

declines strongly to 18.3% on including pensions, and after the rest social transfers it 

declines barely to 14.4% (by about 4 percentage points). This shows that social benefits 

are either trifle, or not allocated to the really needy, or maybe both. For the 

Netherlands this indicator is 10 percentage points, and for Denmark – 20 percentage 

points
 4
. 

2.1.4. The data show that the share of the poor among all employed is within 

the range from 5.0% in 2008 to 8.1% in 1996. As a rule the share of the working 

poor women is comparatively higher than the share of the working poor men 

(between 0.1 and 1.7 percentage points), but over the last 3 years this trend changed 

and the working poor men were more than the working poor women. There were no 

considerable differences in the relative shares of the poor employed and the poor self-

employed by year, and this shows that the risk of becoming poor concerns small 

family businesses, too. The highest poverty rate is with the unemployed. It was in 

the range of 25.0% in 1997 to 43.3% in 2008. This means markedly increasing 

dependence between unemployment and poverty, including strong depreciation of 

unemployment benefits. 

2.1.5. There are no big differences by age group in the poverty rate as a whole. 

Still the highest risk lies with the age group of those above 65 years old, the poverty 

                                                 
4
 GUIO, Anne-Catherine. Income poverty and social exclusion in the EU25. EUROSTAT, Statistics in focus 

13/2005 
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rate with this group was in the range of 14.0% to 24.8%, while the „50-64” age group 

marked the lowest poverty rate– between 9.6% and 13.4%. Considerably bigger 

differences existed according to the number and composition of the separate households 

(see Table 1 below): 

 

Table 1: 

Poverty Rate as Per Types of Households (in %) 
Type of Household        1995 2001 2008 

Household of 1 person of age above 65         48.7 36.1 33.0 

2 adults with 3 and more children         37.8 49.2 19.5 

Single parent (with 1 child at least)         35.0 29.4 29.2 

2 adults with 1 child         11.4 13.1   9.8 

2 adults with 2 children         14.7 15.7 14.0 

2 adults without any children (both are of age 

below 65) 

          8.9   6.6 10.1 

Source: NSI. Laeken indicators: Results of 3 Round. 

 

The exposure to risk is high with the households of one old person, single 

parents with children as well as the households with more children, while the 

households with one child or without any children are much less exposed to risk of 

poverty. 

2.1.6. We should remind that the Roma are a social and ethnic group, which is 

usually exposed to several risks – low educational level, unemployment, bad housing 

conditions, disadvantaged rural region and households of many members of 3 or 4 

generations
5
. Much more frequently we have observed the syndrome “children with 

parents-children”, i.e. the big number of children in the household is combined with 

infancy of the mother/father. Another peculiarity of the Roma poverty is the early 

school leaving. The early school leaving with the Bulgarians is observed mainly between 

the primary and secondary school, while the Turkish and especially the Roma minorities 

leave school immediately after the first or second school year. The results from the 

empirical researches
6
 show that 

- among children of age 7-15 from Roma households – every fifth child does 

not go to school, and 8.7% go to school from time to time; 

- 1/3 of the 16 years old Roma surveyed have not gone to school; 

- more than 17% of Roma at the age of 17-25 cannot read and write. 

2.1.7. The drawing up of a chart of poverty in this country shows the following 

differences in territorial aspect (see Table 2 below): 

Table 2: 

Breakdown of Municipalities as per Poverty Rate 

                                                 
5
 Bulgaria: Challenges of Poverty. NSI, 2003 

6
 USAID (2004), The Roma People – Other Dimension of Changes, USAID, Sofia  
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Poverty Rate - % Municipalities - 

number 

Population - thousand Share of the 

Country’s Population 

- % 

Up to 10   19 2250.8   28.8 

10-15   82 2148.1   27.6 

15-20   91 2371.6   30.4 

20-25   40   633.1     8.1 

Above 25   30   397.6     5.1 

Total 262 7801.3 100.0 

Source: Bulgaria: Challenges of Poverty. NSI, 2003 

The relative share of the poor by municipalities varies from 1.8% in the 

capital – Sofia - to 53.8% in the municipality of Boinitsa, Vidin District. Another 13 

municipalities, where 1/3 of the population lives in poverty, have been analysed. These 

municipalities differ from the others for underdeveloped infrastructure, industry and 

services, high unemployment rate and exclusively unfavourable educational structure. In 

some of these municipalities (e.g. Boinitsa) 80% of the households do not have water 

supply, 84% of the households do not have sewerage, and 99% of the households do not 

have an indoor lavatory. 

2.1.8. There are considerable differences in the poverty profile in the towns and 

villages. Urban poverty is of marked monetary character, while rural poverty is 

mainly related to the access to labour market, education, health care and other 

social services. In villages natural consumption keeps shaping a considerable part of 

total consumption at the expense of incomes from wages or entrepreneurship. 

2.1.9. While according to the monetary indicator of relative poverty the deviations 

from the average European rates are not too high, according to a number of non-

monetary indicators Bulgaria does rank last in the EU with regard to material 

deprivation, economic tension in the households, housing facilities and 

environmental conditions of housing
7
 (Table 3 below). 

 

           Table 3: 

Non-monetary Indicators for Poverty – Comparative Data for EU-27 and Bulgaria 

(% of households surveyed) 
ЕU-27 Bulgaria 

Lack of automatic washing machine 2 22 

Lack of telephone 2 14 

Lack of colour TV set 1 6 

Lack of PC 10 42 

Lack of car 10 39 

Cannot afford to provide adequate heating of the residence 10 32 

Find difficulties/delay payment of utility bills 7 29 

Cannot afford to go on holidays for a week per year 36 81 

                                                 
7
 SILC, Eurostat (http://epp.eurostat.ec.europa.eu/).  
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Cannot afford every second day a dish of meat, chicken or fish 10 59 

Cannot meet unexpected expenditures 35 80 

It is very hard to make buckle and tongue meet 9 33 

Lack of bathroom or shower in the residence 4 20 

Lack of indoor lavatory with running water 4 34 

Lack of sufficient natural light in the residence 8 10 

Criminogenic environment, danger of violence in the district 16 28 

Resource: Eurostat, Statistics on Income and Living Conditions, 2007 

 

2.2. The Absolute Poverty Line – the Other Point of View 

 

While the relative poverty line defines that part of the population, which to a 

certain (preliminarily specified) extent has income lower than the average/median income 

in the households, usually the absolute poverty line defines what part of the 

population lives on income (consumes) below a minimum level (standard), which 

has been drawn up through an expert assessment and/ or is socially acceptable. 
2.2.1. Consumption-based studies of the World Bank have provided very 

interesting results. On the basis of the data acquired through two representative and 

comparable multi-target surveys of the households in Bulgaria, which were carried 

out in 2003 and 2007, in the report of the World Bank
8
 an estimation of the 

improved living conditions in the period under consideration was performed. 

Monetary and non-monetary indicators regarding the well-being were used to assess 

whether a household or individual has enough resources or skills to meet basic necessities 

as well as to measure the improvement of living conditions. Here follow the main 

conclusions from the comparative analysis presented in this report: 

• As a result of the growth of consumption and income, poverty per capita 

decreased from 20% in 2003 barely to 10.2% in 2007, i.e. the share of poverty was cut by 

half.
9
 The data show still faster rate of reduce in severe poverty – barely 4.5% of the 

population consumes an equivalent of below BGN 145 per person of age against 11% in 

2003. According to the experts from the World Bank: „the improvement is due to the 

series of structural reforms, the macroeconomic stability and the ensuing vigorous 

and stable growth, which keeps increasing consumption of a large number of 

households. The data from the survey of the households show strong positive 

relation between the economic growth and poverty reduction: over 75% of decline 

in poverty over the period 2003-2007 is due to the consumption per capita”. 

• In spite of the considerable poverty reduction at a national level, there still 

exist substantial ethnic inequalities. The Roma remain a group explored to a much 

greater risk of poverty and the reason is not only their disproportionately underprivileged 

                                                 
8
 Report No 44289-BG - BULGARIA: Living Conditions before and after the EU Accession, July 2008 

9
 The equivalent “absolute poverty line of BGN 185 monthly per person of age” was used. 
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starting position in 2003 but also that the improvement of the well-being indicators with 

the Roma is below the average level as compared to the rest ethnic groups. In the period 

2003-2007 the share of the Roma among the poor almost doubled and to date they 

constitute over 40% of the poor population. The situation is similar with the very 

poor, too – the Roma constitute almost 2/3 of those living in severe poverty, while in 

2003 this share was 32%. 

•••• For most non-monetary indicators for living conditions, the improvement is 

considerably lower compared to the monetary poverty. For example, the decline in 

the share of persons, who say they have difficulties in meeting certain basic necessities 

(as food, garments, heating, education and health care), is not so great as it is observed 

with the monetary poverty. Moreover any improvement has not been registered as 

regards the relative share of the population, who report poor state of health. 

2.2.2. Studies based on the international poverty lines have provided some other 

interesting results. These indicators are defined by valuation of preliminarily selected 

basic necessities on the basis of international prices and through an adjustment of the 

value drawn up as per the purchasing power in the respective country. Two poverty lines 

have been applied in Bulgaria by the World Bank – USD 2.15 PPP per day and USD 

4.30 PPP per day. The data show that in 2003 only 0.8% of the population in Bulgaria 

lived on less than USD 2.15 per day and in 2007 the poverty rate as per this indicator in 

practice was zero. In 2007 the poverty rate based on USD 4.30 per day was barely 2.6% 

against 7.2% in 2003. Against the global poverty as concentrated in several huge regional 

and continental localities, Bulgaria has completely different problems to tackle. Since the 

relative share of the population, whose consumption is less than USD 2.15 PPP per day, 

has decreased below 1%, the absolute poverty eradication issue as per this indicator is 

practically irrelevant. Yet certain social and economic groups remain poor, even 

according to these minimum criteria. For example in 2007 more than 21% of the Roma 

ethnic population lived below the poverty line of USD 4.30 per day. 

2.2.3. On exploring poverty in this country, the method of consumption basket, 

which has been developed by the Institute of Social and Trade Union Studies to the 

Confederation of Independent Trade Unions in Bulgaria, is also very often applied. 

Absolute poverty line is drawn up on the basis of 77 goods and services of vital 

importance, which are included in the consumption basket of the limited consumption 

and are valuated on a quarterly basis following an observation of the consumer prices. 

This method is very sensitive regarding inflation. The data show that over the period of 

recovery of economy (up to 2006) the relative share of the households below the 

absolute poverty line was in the range of 30-40%. Over the last two years this share 

declined to about 25% due to the rapid growth of the household nominal and real 

income (see Table 4 below). 

 

      Table 4: 
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Data on Absolute Poverty Line and Households of Total Income below This Line 
Indices 2001 2002 2003 2004 2005 2006 2007 2008 

Poverty line – average 

monthly amount per 1 person 

(BGN) 

 

100,39 

 

108,01 

 

117,63 

 

127,20 

 

137,56 

 

147,25 

 

159,97 

 

181,02 

Poverty line growth compared 

to the previous year (%) 

 

8.6 

 

7.6 

 

8.9 

 

8.1 

 

8.1 

 

7.0 

 

8.6 

 

13.2 

Households of total income 

per 1 person below the 

poverty line – relative share 

(%) 

 

40.3 

 

35.9 

 

36.4 

 

36.4 

 

36.0 

 

31.6 

 

25.9 

 

24.2 

Source: Institute of Social and Trade Union Studies to the Confederation of 

Independent Trade Unions in Bulgaria 

 

2.2.4. In spite of the increase in nominal and real income, the net disposable 

income for a member of the low- and middle-income households with one and/or two 

minor children remain below the poverty line even over the most favourable years of 

economic activity (2007-2008 г.)
10

. According to the calculations performed by D. 

Ninov, for the existing rates of social contributions and income tax of natural persons, “a 

considerable part of the households (about 45% of all the families with minor 

children in this country) as well as most minor children in this country (about 65% 

of them) still live on disposable incomes at and below the poverty line”. 
2.2.5. The differences in the data on poverty rate as measured using the relative 

and absolute methods suggest that the assessments in each particular case should be done 

taking into consideration the national peculiarities; for Bulgaria these peculiarities are as 

follows: 

- high relative share of grey economy, respectively of the incomes from the 

grey economy (according to different assessments it is in the range 24-35% of GDP); 

- high relative share of expenditures for food in the total expenditures of the 

households (from 44.9% in 2001 to 36.6% in 2008 г.); it is often qualified by 

research workers one of the most synthetic indices providing evidence for low living 

standard; 

- along with that, there exists low consumption per 1 member of a household 

by main groups of food: 2-3 time lower consumption of meat and meat products, 

fish and fish products, milk, sugar, potatoes, etc. as compared to most EU Member 

States, including the newly acceded ones; 

- comparatively higher relative share of natural income and consumption (8-

20% of total income is gained through home economics), which concerns 

particularly the households in rural areas and small towns. 

                                                 
10

 See Ninov, D.: Social Targets and Effects of the Economic Policy over the Period 1989-2008 – Necessary 

Changes, S, 2009 
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- the methodological peculiarities regarding the different poverty lines are also 

important. As a rule the relative poverty lines use equivalent scales (of Eurostat 

1/0.5/0.3; of OECD 1/0.7/0.5), while the absolute poverty lines are drawn up per 1 

person. 

 

2.3. The Subjective Estimates of Poverty 

 

Under the conditions of a quite developed grey sector the statistical determination 

of the relative and absolute poverty lines as well as the estimate itself of the phenomenon 

poverty are significantly affected and often lead to a distorted picture. To a certain extent 

this defect can be counterpoised by determining a subjective poverty line, which can 

generally be defined as “a feeling of the individuals that they do not possess enough 

subsistence to be self-dependent”
11

. In other words, poverty is estimated on the basis of 

the opinion of the individual members of society, who can best judge whether they are 

poor or not. 

2.3.1. According to the data from the third round of the European Social Survey
12

 

(2006) the households in Bulgaria, who „live well on income gained”, are barely 

0.9%, those who „manage the situation” are 23.5%, and the rest to a lower extent 

(35.9%) and to a greater extent (38.6%) suffer self-restraint and privation. This 

structure of households’ income well-being does not provide grounds for the assertion 

that there exists a markedly established and stable middle class. The data are confirmed 

by the classification according to the “Poor-rich” scale of 11 degrees. 39% of the 

respondent belong to the three lowest degrees and 12.5% unambiguously (in the last 

degree) declare themselves poor. 

2.3.2. The results from the fourth round of ESS (2009) provide evidence for 

certain improvement in the households’ income status and relief of the subjective 

feeling for poverty. „Those who live well at the top are 1.3% (increased by 0.4 

percentage points), those who manage to live on their incomes are 28.3% (increased by 

4.8 percentage points), and while the relative share of those facing certain difficulties is 

almost unchanged - 35.3% (minus 0.6 percentage points), 34.8% of the respondent face 

severe difficulties (reduced by 3.8 percentage points). 36% of the persons surveyed 

belong to the three lowest degrees of the “Poor-rich” scale (reduced by 3 percentage 

points), and 10.4% are at “the bottom” (minus 2.1 percentage points). 

2.3.3. The comparison of the data from the self-appraisal for “sufficiency of 

incomes” and for “positioning at the “Poor-rich” scale” show that the relative share 

                                                 
11

 Tsanov, V. Estimate of the Subjective Poverty Line Using Data of Households’ Budgets. In: Collection of reports 

delivered at a workshop, held in Slivek on June, 19 through 21, 2001 - Use of Data from Observation of 

Households’ Budgets during the Survey of the Social and Economic Processes, NSI, 2001, p. 123. 
12

 The national representative of the ESC for Bulgaria is the Agency for Social Analyses (ASA), and the national 

coordinator is Associate Professor Lilia Dimova. 
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of persons who “face severe difficulties with the incomes they have”, for both ESS 

rounds, almost completely covers the quota positioned in the three lowest degrees of the 

scale in question. This gives grounds for defining two subjective poverty rates to 

follow: 

- „vast poverty”, accompanied by severe privation, which covers about 39% 

(ESS-2006) and 36% (ESS-2009) of the population of this country; 

- „absolute bottom” close to and below subsistence level – the quotas are 

12.5% and 10.4% of the population respectively. 

2.3.4. The financial and economic crisis generates some other, additional poverty 

factors – increasing indebtedness of households for credits from financial institutions 

and money borrowed from relatives and friends. The survey carried out by the 

Institute of Sociology to the Bulgarian Academy of Sciences contains some interesting 

data. For example 87% of the loans declared have been designed to meet basic 

necessities, while 67% of the bank credits have been related to expenditures to 

maintain housing infrastructure and meet basic necessities. Moreover, a big part 

(76.25%) of the credits has been drawn by households of low income (up to BGN 

600 monthly income). Almost half of the households (46.3%) belong to this group by 

the time the survey was carried out
13

.  

 

2.4. The Low-paid Workers and the "Working Poor" 

 

The evolution of the concept about the “working poor” and the surveys carried out 

over the last 20 years show that two relatively independent terms can be determined – 

low-paid workers and “working poor”. Their definitions differ mostly regarding the 

spheres of interpretation. One of the spheres concerns distribution, i.e. payment for 

labour expended, and the other one concerns consumption, i.e. the income 

distribution in the household. 

2.4.1. The Organisation for Economic Cooperation and Development (OECD) 

defines low payment as payment lower than two thirds of incomes of all the full-time 

employed and this threshold is most widely applied in the statistics and surveys in 

Austria, France, Greece, Ireland, Italy and Portugal. Some other, alternative methods 

are also promoted. For example, determining second threshold “for very low wages”, 

which is fixed to be 50% of median incomes. Research workers in other countries use 

their own definitions – in Germany a wide spread understanding is that low payment 

means salaries below 75% of the average salary in Germany, while in Norway the 

definition most frequently used by statistics and trade unions is hourly pay rate, 

lower than 85% of the average hourly pay rate in industry. Due to the low pay rate of 

labour in Bulgaria (barely about 20% of the average pay rate in EU-27 by PPP) and the 

                                                 
13

 See Jeliazkova, M.: Reasons for Bulgarian Households’ Indebtedness, 2009 
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progressively increasing means of subsistence, we believe that given the conditions in 

Bulgaria, the appropriate criterion for low-paid workers is the limit of 75% of the average 

salary in this country. 

2.4.2. The status of the working poor is shaped not only by the income, but also by 

other social circumstances related mostly to the size and type of households. Usually the 

poor working people are members of poor households, too. So the definition of this 

category of people is based on two statistical units – the individual and the household. 

The individual is object of classifications on the labour market, in the employment 

sphere; hence the economically active population in this country is subdivided into 

“employed” and “unemployed”; these two categories in turn are subdivided into separate 

subgroups. While the households are object of classification according to the 

criterion “social and income status”; hence they are divided into “poor” and “non-

poor” ones. The household status determines the existence of a category of persons who 

live in poor households, but their individual incomes are above the poverty line. 

Similarly, there is another category of persons whose individual incomes are below the 

poverty line, but they do not live in poor households. Obviously, the size of the 

households as well as the number of supporting members and dependants vary. 

These are the characteristics, which determine to a great extent the classification of 

a household in the category of the “poor” or “non-poor” ones. Besides, transfer of 

income between the households is frequently observed. That’s why the “poor 

household” is a result of the impact of all these factors rather than solely of the 

income of its employed members. 

2.4.3. The analysis of the processes taking place in Bulgaria over the years of 

transition shows that the “working poor” problem is neglected; there are no surveys 

in depth and filed information on this phenomenon to shed more light on the 

quantitative parameters and specific characteristics of this comparatively large stratum of 

population. 

2.4.4. The data of NSI from the Laeken-indicators system show a positive trend of 

reduce in relative share of the “working poor” over the period 2001-2008 - from 

6.3% in 2001 to 5.0% in 2008. The structure of the poor population in this country 

provides some additional information on the dynamics and scope of the working poor 

(Table 5 below). If in 2001-2002 about 15-16% of those below the poverty line were 

working people, their relative share over the following three years increased to 18-

20% and afterwards it set at about 17%. Most of them were employed persons 

(13.7%) and only 2.8% were self-employed ones. Having in mind the shares of the 

employed workers and the self-employed ones in the employment structure, we can draw 

the conclusion that the phenomenon in question is spread comparatively uniformly 

among the status groups under consideration. 
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Table 5: 

Structure of Poor Population as per Economic Activity (in %) 
 2001 2002 2003 2004 2005 2006 2007 2008 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Working 

persons 

  15.1   16.2   20.5   19.2   18.5   17.7   17.4   16.6 

- employed   13.8   14.5   19.1   17.5   16.2   16.8   15.3   13.7 

- self-employed     1.3    1.7    1.4     1.7     2.4     0.8     2.1     2.8 

Non-working 

persons 

  84.9  83.8  79.5   80.8   81.5   82.3   82.6   83.4 

- unemployed   39.3  37.4  30.0   31.3   27.1   27.3   25.0   25.2 

- pensioners   35.7  34.7  37.6   39.3   45.1   45.1   48.1   46.9 

- others/students   10.0  11.7  11.8   10.2     9.3     9.9     9.5   11.4 

Source: NSI. Laeken indicators: Results of 3rd Round. 2008 

 

2.4.5. Undoubtedly the two groups at risk are those of the pensioners and 

unemployed. With regard to these groups the following two factors can be highlighted: 

first – the unemployment factor has still further effect upon the size and rate of 

poverty and this is mostly due to the consistent policy of cutting rights and 

unemployment benefits; secondly –the relative share of poverty for the group “other non-

working”, which comprises mainly children and students, is enduring and comparatively 

high one (9.3-11.8%). 

2.4.6. The category „low-paid workers” is close to the „working poor”, but is 

not the same at all. One can state that they are the potential source that feeds the 

category of the working poor, but in the long run the status of the latter is determined at 

the level of households, where the incomes are redistributed among the members of the 

households. According to the accepted criterion for low paid workers – those, whose 

remuneration is below 75% of the average remuneration in this country – this category in 

whole comprises 7 branches/economic activities as per the index “average salary” (see 

Table 6 below). 

 

Table 6: 

Branches/economic activities for which the average salaries are low (BGN) 
Economic activities/Years 2001 

 

2002 2003 2004 2005 2006 2007 2008 

Average salary in this country 240 258 273 292 324 360 431 524 

Rural economy, forestry and 

reserve 

185 192 202 216 234 254 302 384 

Production of textile and 

garments 

155 164 172 187 205 228 264 317 
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Production of face leather and 

products of face leather 

146 157 160 170 182 209 243 290 

Production of timber and 

relevant products, except for 

furniture 

160 172 189 199 224 249 304 382 

Manufacturing industry, which is 

not classified elsewhere 

159 167 181 195 220 236 283 345 

Trade and repair 167 180 201 217 251 287 349 388 

Hotels and restaurants 150 155 162 172 202 222 268 325 

Source: NSI 

 

2.4.7. Over the entire period 2001-2008 (with a few exceptions) the above-

mentioned branches and economic activities meet the criterion – remuneration 

below 75% of the average remuneration in this country. The employed in these 

branches and economic activities are above 823 thousand people (2008), or about 

34.1% of all employed. A characteristic feature of these branches is the presence of a 

wide grey sector, incomplete social contributions and non-adherence to labour legislation, 

which as a rule implies reproduction of poverty in the post-employment period, too. 

Along with that the efficiency of labour in some of them outstrips several times the rise in 

real wage. This phenomenon has different aspects – disproportionate participation in the 

distribution of the manufactured product, intentional maintaining low labour cost 

(particularly in regions of high unemployment), competitiveness based on incomplete 

payment for the labour used, but in the long run all of them confine to a single thing - 

unpunished implementation of “social dumping”. 

2.4.8. On the grounds of the processes, which took place over the entire transition 

period and also over the last 8 years, we can state that the “working poor” are not 

only at severe risk, but they have already set up a stable model of way of life. This is 

due mainly to the low pay rate, which to a certain extent is artificially and intentionally 

maintained. The competitiveness ensuing from the social dumping and labour force low 

cost brings only short-term advantages and it cannot be maintained for an economy based 

on knowledge and life long learning – the core of the Lisbon strategy. 

 

3. Policies to Combat Poverty 
 

As highlighted in the introduction of this opinion, се изтъкна във въвеждащата 

част на становището, Bulgaria yet from the beginning of the new decade has 

adopted the European mechanism to combat poverty – social inclusion strategy 

based on the open method of coordination. However successful policy does not depend 

on the formal implementation of the common European mechanism. In order to tackle 
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poverty effectively, in addition to the measures and social activity of public and civil 

structures, the anti poverty policy should be integrated in the macroeconomic policy of 

the governments, no matter what their ideologies are. Because: 

First, macroeconomic stability and sustainable economic growth back any 

successful anti poverty policy. However, it is important to underline that the economic 

performance of a country is not the only factor determining the potential of the anti 

poverty policies today or tomorrow. Political commitment is also of crucial importance. 

Economic growth does not lead by default to social inclusion and improvement of the 

living standard and quality of life for everybody. „There exist millions of opportunities 

for poverty to remain even in times of economic growth…” Moreover – it is Jeffrey 

Sachs who has emphasized that „…economic success is determined by collective 

action – effective provision of health care, education and infrastructure by the 

state”
14

. 

Secondly, above all poverty is a problem of structural nature; it is determined 

mainly by the dominant mechanism of income distribution and redistribution. In the 

coming years the distribution effectiveness and the reform of the public sector as a whole 

should be a particular priority. Economic growth should be much more social-oriented 

to tackle poverty. 
Third, poverty is a problem, which undermines social stability and security, 

hence, along with the current, short-term measures, long-term policies should be 

implemented to preclude poverty reproduction. This is achievable mainly through 

ensuring equal and effective access to services of general social interest as education, 

health care, public utilities, etc. 

 

3.1. Social Inclusion and the Challenges of the Economic Crisis and 

Globalisation 

 

3.1.1. Given a markedly outlined policy of fairer distribution of economic growth, 

the concrete anti poverty policies should be focused on the following strategic directions: 

• Actions and measures, which will allow the poor to gain efficient benefits 

(education, skills, health) and consequently will facilitate their access to labour market 

and public services. „It is very important that social expenditures aimed at 

accumulating human capital reach the poorest”
15

. 

• Opening up new opportunities for social inclusion through development of 

skills and establishment of conditions for active participation of the poor in this process 

- encouragement of self help initiatives, social financing to support self-employment, 

etc. 

                                                 
14

 Sachs, J. End of Poverty, Kragozor Publishing House, Sofia, 2006, p. 16 and 97 
15

 Ibid. p. 96 
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• National employment plans should focus much more on opening up high-

quality jobs, which ensure long-term employment, carrier development and full 

realization, which implies “poverty” risk prevention and tackling the “working 

poor” syndrome. 

• Improvement of labour market flexibility calls for relevant development of the 

security systems, building bridges between the different social spheres and employment 

status, thus providing access of the unemployed and poor to the local labour markets. 

•••• The establishment of minimum social standards, in particular establishment 

of adequate levels of security and guaranteed minimum income is the first step 

needed to implement this policy. Establishment of minimum standards implies 

reaching a distinct consensus on the target pursued (adequate level of social security for 

everybody) as well as on common recognition of minimum benchmarks as regards 

international standards
16

. 

3.1.2. Tackling poverty is an issue not only of economic, but also of political 

nature. In addition to the recognition of the social nature and structural character of 

poverty (along with the current measures and actions for poverty reducing) political will 

and a new social consensus on solidarity and justice among the generations and the 

different social strata are needed. 

3.1.3. As it can be seen in the National Report of the Republic of Bulgaria for 

Assessment of the Progress in Implementing the Policies and Measures as Specified in 

the Social Protection and Social Inclusion Strategies for the Period 2008-2010, which 

was approved in September 2008 by the Council of Ministers, the long-term priorities in 

combating poverty and social exclusion in Bulgaria are as follows: 

• Equal labour market participation of the groups at risk of poverty and 

social exclusion; 

•••• Ensuring equal access to services so as to prevent further social exclusion 

and deal with the impact of the existing social exclusion; 

•••• Social inclusion of the most vulnerable ethnic groups; 

•••• Reducing poverty among the groups, whose members are not of working 

age. 

3.1.4. On implementing the above-mentioned priorities our country faces a number 

of challenges most of which are additionally complicated by the effects of the deepening 

financial and economic crisis. Apart from the demographic crisis, considered a 

fundamental challenge in most European countries, the main challenges we face are as 

follows: 

                                                 

16
 Making a Substantial Progress in Poverty Eradication. To the EU Initiative Regarding Social Standards. Report 

from a transnational project of ЕАБМ, 2007 
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• Small relative share of labour remuneration in GDP. Over the years of 

transition and economic reforms this amount decreased successively and it was barely 

over the recent years when it has reached 34-36% - the lowest value within the frames 

of the EU. The growth of income as a rule is sacrificed for the sake of minimising 

macroeconomic risks under the conditions of the currency board, and an additional 

“argument” in this respect has already been brought by the current crisis. The 

implemented fiscal policy based on “income reinsurance” and proportional taxation 

of physical persons’ incomes has also brought negative effects upon income 

distribution. 

• Steep rise in the cost of living (in particular rise in the prices of basic 

foodstuffs and energy), which is not remunerated by income growth. For 19 years 

now the real income from wages and pensions has not been recovered. For low 

elasticity this type of expenditures burden a lot the budgets of the poor households’ and 

makes practically impossible expanding items of expenditure for education, leisure, 

transport, etc. 

• Deteriorated qualitative and quantitative parameters of the available labour 

resources. Economic activity and employment rates are comparatively low, the problems 

with the “discouraged unemployed persons” and with the large share of “early school 

leaving” people are neglected, and they are a potential source of social exclusion. 

• “Depreciation” of professionalism and skills exists. There is no reproduction 

of labour force in terms of quality. There are not sufficient targeted measures for life long 

learning, acquisition of skills in line with the labour market requirements both at national 

level and at the enterprises. This increases the gap between the demands of the economy 

and the quality and employability of labour force, including with regard to flexible work. 

• Increasing division of labour market into two main segments as follows: a 

segment, where high qualification is required and high pay is offered, and another one of 

low-paid jobs and atypical employment, which generate poverty at present and in the 

future. Flexible security (appropriately financed and managed) and active inclusion play a 

key role in strengthening solidarity and cohesion in society, but flexible security (in all its 

aspects) is of a very high social cost and cannot be financed by ultraliberal instruments 

and restrictive policy. 

• High incidence and negative estimate of the population health status. There 

exists high incidence accompanied by lack of comprehensive public monitoring of its 

scope and dynamics as well as of public resources spending to this end. The occasional 

and partial monitoring does not provide a clear picture of this condition, which endangers 

the future of our nation. Our country ranks among the first in Europe by death rate 

and spread of diseases of social significance. 

• Combination of various and stable profile of poverty. The category of the 

poor in this country is not a homogeneous group of a clear social profile. The common 
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feature of those leaving in poverty is privation and feeling of being deadlocked, still 

people of any education level, gender, ethnicity, age and religion can be found 

among them. Along with the pensioners and unemployed, which according to the 

classical criterion are most endangered by the poverty trap, in Bulgaria some employed 

are also in this situation because of the low or irregularly paid wages. Still there exist 

firmly excluded groups and a hazard of reproduction of inequalities in the life 

chances between the generations (inherited poverty). 

• Deep regional disproportions in quality of life. Territorial contrasts deepen 

due to the uneven investment allocation and as a whole they keep hindering the total 

economic growth of this country. The drawing up of a chart of poverty in this country 

outlines huge differences by territorial criterion. 

• Inefficient use of public resources – low adequacy of social transfers. There 

are quite deep contrasts in the income status of the separate social systems and 

instruments of influencing poverty reduction.  

3.1.5. Bulgaria, having signed the United Nations Millennium Declaration of 

September 2000, has undertaken substantial commitments in poverty reduction in 

this country by 2015 г. Moreover, as an EU Member State Bulgaria is responsible for 

contributing to severe poverty reduction in the countries on the Balkan Peninsula and in 

the Black Sea region as well as in the remote countries on other continents – Asia and 

Africa. We have not settled our domestic problems yet; still we face a new challenge 

– to turn from a country-beneficiary into a country-donor for tackling severe 

poverty and deep differences in living conditions and living standards of the peoples 

all over the world. 

 

3.2. Tackling the “Working Poor” Syndrome 

 

The concept frame for tackling the “working poor” syndrome” should be based on 

the fundamental principle of respect for human dignity, and it is part and parcel of 

labour. So uncertain job, bad working conditions and pay below subsistence level 

offend human dignity. Decent payment should be estimated not only by the 

economic parameters of individual achievements and social progress, but also by the 

job nature and working conditions as well as by the existing consumer, living and 

social standards in this country. 

European and global experience show that the “working poor’ syndrome can be 

tackled by a set of successful measures and policies at different levels. 

3.2.1. The first thing to come across one’s mind regarding the possible policies and 

instruments is usually related to the regulatory functions of the minimum wage. The 

establishment of or increase in the minimum wage by itself has a positive effect upon 

the risk groups on labour market. However this instrument should not be considered a 

panacea and should be used with care as the ungrounded steep rise in minimum wage 
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could lead to job loss and decrease in employment respectively. This has an immediate 

boomerang effect upon the households’ incomes. Moreover minimum wage cannot affect 

the income of the self-employed, who are of considerable number and are exposed to 

poverty risk, particularly under crisis conditions. We are convinced that the practice in 

Bulgaria can find the optimum mechanism of regulation through establishing two 

reference values of minimum wage, which shall also determine the “possible 

corridor for negotiating among the social partners”. Only such an approach could 

lead to combining arguments for „economic viability” and „minimum social 

protection” of labour. 

3.2.2. Negotiating nominal wages growth among the social partners should be 

focused on two stable targets: 

• comprehensive and consistent implementation of a method to measure the total 

effect of the following factors: inflation, efficiency, competitiveness and market 

outlook, social security and tax burdens; 

• gradual catching-up development towards the average European labour 

income rate, based on high quality employment, high technologies, accelerated 

increase in investment and labour efficiency and last but not least, improvement of 

the mechanisms for distribution of manufactured product. 
3.2.3. Practice of collective bargaining shows that a very reliable mechanism is 

bargaining of branch minimum payment rate, which usually exceeds by 20% and 

above the minimum wage for the country. The positive thing in this case is that wage-

bargaining to a great extent is consistent with labour efficiency and the peculiarities of 

the relevant branch, thus potential negative effects are precluded. In Bulgaria this process 

is supplemented by the annual bargaining of minimum insured income thresholds by 

branches and qualification groups, but as a whole the effect is greater for the revenues in 

the social security funds, rather than for the low-income groups of workers. 

3.2.4. Recently in Europe particular attention has been attached to increase in 

labour efficiency of the low-paid employed. This is achieved through their acquiring 

higher education degree and qualification. Still more popular become the individual 

learning accounts through a voucher system, as well as the sector funds for training. 

Shared responsibility for the different mechanisms and schemes provides, on the one 

hand, enough financial resources, and on the other hand ensures continuous process of 

training and acquiring skills as well as combining interests of labour and capital. The 

role of state is essential both regarding regulation of the different systems and 

stimulating their development by different mechanisms (e.g. tax reliefs). 

3.2.5. Increase in worked hours is an instrument, which has an extensive effect 

upon labour and income thereof. As a rule, however, it affects mainly those working part-

time, and their relative share in Bulgaria is inconsiderable –2 or 3 % of the employed. 

Increase in number of working household members would be of greater effect; 
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moreover this is related to increase in employment and economic activity at national 

level. 

3.2.6. The policy with regard to the “working poor” at international level still more 

successfully is focused on increase in net income through different instruments – 

subsidies, tax relief, scales of tax-free threshold and earned income tax credit. In the 

United States the so called Earned Income Tax Credit (EITC) has actually turned into the 

biggest system for social protection
17

. Its key target is to „make the work pay” – i.e. to 

make up for low-paid labour through earned income tax reduction, thus 

supplementing the net income. In the European Union similar instrument has been 

developed and successfully implemented in Belgium, Great Britain, Finland, the 

Netherlands and France. Implementation of joint family taxation in its full amount 

and scope in Bulgaria would be of similar effect. 

3.2.7. Since the “working poor” are determined as working poor in the frames of a 

concrete household, instruments for influence exist with regard to the rest income (non-

employment income). These are measures, which protect and stimulate income at 

household level, i.e. they are of a compensatory nature as regards income distribution 

among the dependant and supporting members. In this respect changes in Bulgaria are 

also necessary as regards optimisation of the social transfers and social assistance 

system. The following two important changes would contribute essentially to the 

effectiveness of the anti poverty policies at this level: 

• Radical adjustment of the social assistance so as to be consistent with the 

official poverty line and to be focused on supplementing household income; 

•••• Consolidation of the different programmes, better and high-quality 

administration, enhancement of control and optimisation of the system with regard 

to the most deprived beneficiaries. 

 

CONCLUSION 

 

Combating poverty and social exclusion should seek vast public support. Shared 

responsibility among the state institutions, social partners and non-governmental 

sector is necessary. Thus social policy does turn into an efficient factor. Promotion of 

social attitudes and awareness of the fact that social cohesion is of interest of each person 

implies recognising the right of people in a situation of poverty and social exclusion to 

live in dignity and to play a full part in society. Recognising this right in the Constitution 

however is not enough at all and its protection is a task mainly of the politicians and 

political institutions, who should settle the problems on a logical basis with the ensuing 

responsibilities. 
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Social conditions do not change by themselves, no matter how much we allude to 

some vague and uncontrollable processes as globalisation, competitiveness, market, etc., 

we cannot but admit that the strategies and policies the governments develop and 

implement also influence the processes. And when there is a gap between the notions 

of justice and the real situation, that means that there is a gap between the notions 

of justice and the policies and strategies for social and economic development, too. 

We cannot but insist on “better justice” of policies and strategies for development 

of Bulgaria. Otherwise the endeavours to combat poverty and social exclusion would 

be in vain. 
In conclusion – the Economic and Social Council believe that the adoption of a 

long-term strategy for combating poverty and social exclusion would be an 

appropriate step for Bulgaria to mark the European year for combating poverty 

and social exclusion – the year of 2010. 


