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ABSTRACT

The key objective of the paper is to identify
and assess the administrative burdens for busi-
nesses in Bulgaria according to the selected na-
tional laws related to the EU Internal Market.
The study relies on objective data and analytical
frameworks with a view to identify and assess the
information obligations stemming from selected
laws and regulations, including national rules
implementing or transposing European legisla-
tion. This is an important step in strengthening
Bulgaria’s national policy on better regulation
for businesses. Information obligations are those
arising from regulation to provide information
and data to the public sector or third parties.
Administrative burdens represent the “extra”
administrative costs linked to collecting and
providing information that businesses would not
normally have to do in the absence of a legal ob-
ligation. While regulation is important and nec-
essary, these additional costs represent a burden
for businesses. It is a burden for business both in
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terms of money and time, which diverts resources
from productive investments and generally dis-
courages entrepreneurship.

The methodology used in the paper is based
on the Standard Cost Model for Estimating Ad-
ministrative Costs established for assessing ad-
ministrative costs imposed by the EU legislation.
The paper is developed taking into account the
findings of the OECD and the European Com-
mission. The study outlines the results of the ad-
ministrative costs and administrative burdens for
businesses in Bulgaria of totally measured 742
information obligations (IOs) in 16 national laws
and regulations to them in 9 selected priority ar-
eas during 2013. Even though the study is limited
to specific legal acts and to an assessment of costs
to business, the results are helpful in understand-
ing the mechanisms by which the administrative
costs and administrative burdens accrue. All 10s
identified and verified in the paper, related both to
national rules implementing or transposing Eu-
ropean legislation, are distinguished by specific

*  Atanas Atanassov, University of National and World Economy (UNWE)/Assist. Prof., PhD., Bulgaria, 1700
Sofia, Studentski Grad “Hr. Botev”, 8 December Str., Phone: ++ 359 88 88 35 902; Fax: ++ 359 2 441 09 39,

E-mail: atanassov(@econometrica.bg

** Silvia Trifonova, University of National and World Economy (UNWE)/Assoc. Prof., PhD., Bulgaria, 1700 Sofia,
Studentski Grad “Hr. Botev”, 8 December Str., Phone: ++359 88 84 38 709; Fax: ++ 359 2 962 39 03, E-mails:

trifonovasilvia@yahoo.com; strifonova@unwe.bg

*** Jasmina Saraivanova, Bulgarian Industrial Association - Union of the Bulgarian Business/Chief expert., Bulgaria,
1000 Sofia, 16-20, Alabin Str., Phone: ++ 359 88 91 65 758; Fax: ++ 359 2 42 537 60, E-mail: hristova.jas-

mina@abv.bg

" Anton Pramatarov, Military Medical Academy - Sofia/Chief expert., Bulgaria, 1303 Sofia, Georgi Sofiyski Str.,
No. 3, Phone: ++ 359 88 44 33 560, E-mail: pramatarov@vma.bg

21



Journal of Contemporary Management Issues

laws and by specific priority areas. The data col-
lection methods include interviews with business
entities (field work) and expert assessments.

The results obtained from the study show that
more than half of all 10s examined in the paper
are concentrated in three selected national laws —
the Medicinal Products in Human Medicine Act,
the Law on Statistics and the Law on Technical
Requirements for Products and Conformity As-
sessment. More than half of all 10s are associat-
ed with implementation of national requirements
related to the EU Internal Market. As concerns
the value of the administrative burden, the high-
est share of administrative burden of all identified

1. INTRODUCTION

Reducing administrative burdens so as
to improve the business environment in the
European Union (EU) has been a high prior-
ity for the European Commission in recent
years. As Dr. Edmund Stoiber (2012), High
Level Group (HLG) Chair, argues: “One
of the easiest and most immediate ways to
boost the competitiveness of European en-
terprises is by reducing administrative bur-
dens for businesses, and this in turn entails
substantial cost savings for businesses” (Eu-
ropean Commission, 2012:1). The current
study relies on objective data and analyti-
cal frameworks with a view to identify and
assess the administrative burdens for busi-
nesses in the Republic of Bulgaria imposed
by the national legislation related to the EU
Internal Market. The study covers national
legislation implementing and transposing
EU law. A statistical analysis is made on
Bulgaria’s administrative costs and admin-
istrative burdens for businesses. The study
helps to address various challenges for busi-
nesses across different sectors in the Bulgar-
ian economy.

The current paper presents the results
from a project entitled “Evaluation of the
mechanism for coordination of the policy
for reducing the administrative burdens and
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and evaluated 10s is observed under the Excise
Duties and Tax Warehouses Act and the Law on
Support for Farmers. The lowest share of the
administrative burden of all 10s is found under
those laws where the identified and assessed 10s
are only a few (the Law on Social Assistance, the
Bulgarian Chamber of Builders Act, the Indepen-
dent Assessors Act and the Cadastre and Land
Registry Act).

Keywords: Administrative costs, Administrative
burdens for businesses, Standard Cost Model, In-

formation obligations for businesses, Bulgarian

laws related to the EU internal market

suggestions for improving their efficiency.
Measurement of the existing administrative
burdens of national legislation relating to the
EU internal market and proposals for their
reduction”. This project was commissioned
by the Ministry of Economy of the Republic
of Bulgaria and executed during 2014 by a
Consortium called “E-Research”. This proj-
ect examined 16 national laws and regula-
tions to them. The overall objective of the
project was the improvement of the national
policy on better regulation in its part to re-
duce the administrative burdens for busi-
nesses in Bulgaria. Its specific aims were the
following: (1) Increasing the effectiveness
of mechanisms for coordination, consulta-
tion and monitoring the implementation of
the policy on better regulation in its part to
reduce the administrative burdens for busi-
nesses; (2) Creating opportunities for im-
proving legislation on the internal market
by measuring the administrative burdens
in selected laws from the field and making
proposals for its reduction. It was also aimed
to increase the efficiency of the inter-institu-
tional coordination to reduce the administra-
tive burdens in Bulgaria.

The overall objective of the paper is to
analyze and assess administrative burdens
for businesses in Bulgaria according to the
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selected national laws related to the EU In-
ternal Single Market. This objective is divid-
ed into the following four tasks: (1) Identifi-
cation of the specific approach for measur-
ing administrative costs and administrative
burdens for businesses in Bulgaria stemming
from the national legislation related to the
EU Internal Market; (2) Estimation of the
administrative burdens for businesses in Bul-
garia through the International Standard Cost
Model; (3) Description of the specific proce-
dures and approaches undertaken to measure
administrative costs and administrative bur-
dens for businesses in Bulgaria; (4) Analysis
of the results obtained from the assessment
of administrative burdens for businesses in
Bulgaria according to selected national laws
related to the EU Internal Market.

The structure of the study is organized
as follows. First, the paper focuses on Bul-
garia’s government policy for reducing ad-
ministrative burdens for businesses. A brief
overview of the Operational Programme
“Administrative Capacity” in Bulgaria and
the three consecutive Action Plans are pre-
sented. Second, a brief literature review is
given. Third, the methodological approaches
for studying the administrative burdens are
analyzed. Fourth, the specific approaches
and procedures for measuring administra-
tive costs and determining the administrative
burdens for businesses in Bulgaria are iden-
tified and explained. Fifth, a comprehensive
analysis of the results obtained from the as-
sessment of administrative burdens in Bul-
garia under the selected national laws related
to the EU Internal Market is made. The paper
concludes with a summary of the study re-
sults.

2. BULGARIA’S GOVERNMENT
POLICY FOR REDUCING
ADMINISTRATIVE BURDENS
FOR BUSINESSES

The reduction of the administrative bur-
dens for businesses is an important objective
of government policy. Reduction of the cur-
rent administrative burdens for businesses
according to the national legislation related
to the EU internal forms a significant part
of the strategic objective of the Operation-
al Programmes “Administrative Capacity”
and “Good Governance” in the Republic
of Bulgaria. As a result of its full member-
ship in the EU since 1 January 2007, Bul-
garia participated in the Cohesion Policy of
the Community for the first time during the
2007-2013 period. This policy is aimed to
support the economic, social and territorial
cohesion by reducing the difference in the
development of regions and member states.
The financial instruments for realizing this
goal are the European Social Fund (ESF),
the European Regional Development Fund
(ERDF), and the Cohesion Fund (CF). In or-
der to utilize these funds, Bulgaria approved
its main program documents: the National
Strategic Reference Framework and seven
operational programmes, one of which is the
OPAC, signed on October 3, 2007.

The strategic objective of the Opera-
tional Programme “Administrative Capac-
ity” (OPAC), implemented during the first
programming period 2007-2013, is to im-
prove the performance of public administra-
tion in order to implement effective policies,
provide quality services to citizens and busi-
nesses and create conditions for a sustain-
able economic growth and employment.'
OPAC is co-financed from the ESF, and from
the state budget. For the period 2007-2013

! Operational Programme “Administrative Capacity” (OPAC) of the Republic of Bulgaria, http://www.opac.gov-

ernment.bg/en/about_opac/programme
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the total value of OPAC is EUR 180 789
087, of which EUR 153 670 724 (85%) -
provided by the ESF, and EUR 27 118 363
(15%) — national co-financing. For the sec-
ond programming period 2014-2020, the
ESF is focused on enhancing institutional
capacity and establishing an efficient public
administration as one of the four thematic
objectives of the EU cohesion policy. During
the second period the “Good Governance”
Operational Programme (OPGGQG) is imple-
mented. Its thematic priorities are moderniz-
ing state administration and achieving equity
and quality of justice. As leading factors for
competitiveness and growth are determined
e-governance, open governance and opti-
mized and competent public administration.
The total budget of the OPGG during the
period 2014-2020 is EUR 335 919 605, of
which EUR 285 531 663 (85%) provided by
the ESF and EUR 50 387 942 (15%) — na-
tional counterpart.

As concerns the Bulgarian government
policy for reduction of administrative bur-
dens for businesses, three Action Plans have
been adopted by the Council of Ministers.
The first two Action Plans have already been
fully accomplished and reported.

* First Bulgaria’s Action Plan (2010-
2012) for achieving the national target
for reducing administrative burdens
for businesses in Bulgaria by 20%. Its
aim is to measure costs imposed by infor-
mation obligations on businesses and to
eliminate any unnecessary administrative
burdens in several selected priority areas
by 2012. This plan is in line with the Ac-
tion Programme for Reducing Adminis-
trative Burdens in the EU (ABR Action
Programme), agreed in early 2007.> The

2

tion Rolling Programme, started in 2005.

latter is aimed to reduce administrative
burdens arising from the existing regula-
tion in the EU, including national rules im-
plementing or transposing this legislation,
by a fixed target of 25% by 2012. The EU
member states are also invited to stream-
line their purely domestic legislation in
13 priority areas by setting “national tar-
gets of comparable ambition” (European
Commission, 2010:3), so the reduction
target is set to be achieved jointly by the
EU and the member states.? By end of the
ABR Programme, the European Commis-
sion reached its target of cutting by 25%
the administrative burdens (estimated an-
nual savings EUR 30.8 billion). (Euro-
pean Commission, 2012:3) The HLG of
Independent Stakeholders on Administra-
tive Burdens was set up during the same
year to advise the European Commission
on the implementation the ABR Pro-
gramme. The first stage in Bulgaria was
completed with the implementation of the
First Action Plan to achieve the national
target of reducing the administrative bur-
den by 20% by the end of 2012.

Second Bulgaria’s Action Plan (2012-
2014) for reducing by 20% the admin-
istrative burdens arising from the exist-
ing legislation, including national rules
implementing or transposing European
legislation. The results achieved from
this plan are presented in six final reports,
approved by the Council of Ministers
and published respectively in April and
September of the following three years —
2013, 2014 and 2015. So that the second
stage was completed with the implemen-
tation of the second Action Plan to reduce
the administrative burden by 20% of the
existing legislation, including national

The previous two EU programmes were: the EU Better Regulation initiative, started in 2002, and the Simplifica-

3 Tool #53: The Standard Cost Model for Estimating Administrative Costs, http://ec.europa.eu/smart-regulation/

guidelines/tool 53 en.htm#sdfootnote460sym
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rules implementing or transposing Euro-
pean legislation for the period 2012-2014.
According to the “2014 European Com-
mission’s Annual Growth Survey”, the
EU Member States should follow five
priorities in order to achieve renewed
growth. In particular, the fifth priority
concerns modernizing public adminis-
tration through: (a) further deployment
of e-government services and enhancing
the use of ICT by public administrations,
including for tax collection systems and
single points of contact under the Service
Directive; (b) simplifying the business en-
vironment and reducing red tape through
facilitating procedures and simplifying
regulatory regimes.

e Third Bulgaria’s Action Plan (2015-
2017) for reducing by 30% the adminis-
trative burdens arising from the existing
legislation, including national rules im-
plementing or transposing European leg-
islation. Until now, the results achieved
from this Action Plan are presented in
two final reports — in June and December
2015. In 2015, the European Commission
published a study (ABRplus) which ex-
amines how 12 measures from the ABR
Action Programme have been applied in
the EU countries and to what extent the
promised benefits have been achieved.
Moreover, during the same year the Com-
mission set up the Regulatory Fitness and
Performance (REFIT) Programme in or-
der to ensure that EU legislation delivers
results for citizens and businesses effec-
tively, efficiently and at minimum cost.
REFIT aims to keep EU law simple, re-
move unnecessary burdens and adapt ex-
isting legislation without compromising
on policy objectives. REFIT pays particu-
lar attention to small businesses, which

4

can be disproportionately affected by the
burden of implementing EU rules. Small
and medium-sized enterprises represent
99% of all businesses in the EU.

The current paper presents the results
from the final third stage according to the
Third Bulgaria’s Action Plan (2015-2017)
for reducing by 30% the administrative bur-
dens for businesses arising from selected
laws and regulations, including national
rules implementing or transposing European
legislation. The results presented in the paper
are based on a project entitled “Evaluation
of the mechanism for coordination of the pol-
icy for reducing the administrative burdens
and suggestions for improving its efficiency.
Measurement of the existing administrative
burdens of national legislation relating to
the EU internal market and proposals for
its reduction”. This project is commissioned
by the Ministry of Economy of the Republic
of Bulgaria and executed during 2014 by a
Consortium called “E-Research”. It exam-
ined overall 16 national laws and bylaws to
them in selected priority areas. Even though
the project was limited to specific legal acts
and to assessment of costs to businesses,
the results are helpful in understanding the
mechanisms by which the administrative
costs accrue. The Third Bulgaria’s Action
Plan is currently being implemented on the
basis of the study of the administrative bur-
dens of business and the recommendations
for its reduction that the authors have made.*
As a result of the project, an Internet portal
was developed which serves as a tool for
inter-institutional coordination on the reduc-
tion of administrative burdens for businesses
in Bulgaria.’

For more information: Council of Ministers of the Republic of Bulgaria, Portal for Public Communications http://

www.strategy.bg/StrategicDocuments/View.aspx ?lang=bg-BG&I1d=960 (In Bulgarian)

> For more information: Ministry of Economy of the Republic of Bulgaria, Reduction of Administrative Burdens
for businesses in Bulgaria, http://abrio.mee.government.bg/
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3. BRIEF Literature review

Over the past years, many EU member
states have launched broad policy initiatives
aimed at measuring and reducing administra-
tive burdens imposed by national and inter-
national legislation. Chittenden et al. (2002)
conducted a sound literature review on the
impact of government regulations on small
firms in the USA, the UK, the EU, Australia
and New Zealand. Some other authors focus-
ing their research on the regulatory and com-
pliance costs for businesses (mainly for small
businesses) are: Anderson & Co. (1979),
Berney (1980), Kenneth and Weidenbaum
(1982), Berney and Swanson (1982), Gray
(1987), Bannock and Peacock (1989), Guasch
and Hahn (1997), Hahn (1998), Hahn (1999),
Evans and Walpole (2000), Hahn and Litan
(2000), Sterzel (2001), Chittenden, Kauser
and Poutziouris (2002), Munnich (2004),
Chittenden, Kauser and Poutziouris (2005),
Hampton (2005), and so on.

A vast majority of the existing literature
focuses on case studies, best practices and
empirical analyses to assess regulatory and
administrative burdens for businesses in the
EU member states and the rest of the world.
Best practices examples (with the overall
number 74) were published by the European
Commission in 2012, thus offering some
“shortcuts” to national implementation of
the EU legislation that help to reduce admin-
istrative burdens for businesses (European
Commission, 2012). An added value is that
they may simplify the life of public authori-
ties. Best practices examples are found in the
United Kingdom, Germany, the Netherlands,
Estonia, Denmark, Portugal, Spain, Belgium,
Finland, Ireland, and other countries. The
European Commission’s study on the cost
of compliance with the EU law for SMEs
(2015) examined nine EU member states and
five economic sectors (European Commis-
sion, 2015). The member states are Estonia,

26

Germany, Ireland, Italy, Poland, Slovakia,
Slovenia, Spain, and Sweden. The sectors
are bakeries (food manufacture), construc-
tion (residential and non-residential), electri-
cal equipment, information and communica-
tion technology (ICT) services, and retail (of
bakery products)

As concerns the experience in the Unit-
ed States, recently a study was undertaken
(2017) by the US Congress, US Senate and
the Committee on Small Business and En-
trepreneurship, to assess the regulatory and
administrative burdens for America’s small
businesses (United States Congress, 2017).
Bocheim et al. (2006) present the findings
of four case studies carried out in four EU
member states — the Netherlands, Denmark,
the UK, and the Czech Republic, which as-
sessed the administrative burdens for busi-
nesses and citizen by using the Standard
Cost Model developed in the Netherlands.

Specific industry studies are carried out
to assess administrative burdens for busi-
nesses such as the project undertaken by the
Ministry of Environment and Food of Den-
mark to assess the administrative burdens
for companies with a reporting obligation
to the Danish Nanoproductregister (Minis-
try of Environment and Food of Denmark,
2015). The results of this project have been
taken into account for the EU Impact As-
sessment of the EU nanomaterial registry.
Another example is the Dutch study (2017)
on administrative formalities and costs that
EU companies face when undertaking cer-
tain important administrative procedures,
contributing to the impact assessment of the
EU “Digital Gateway” initiative — part of the
Single Market Strategy (Ecorys Netherlands,
Mazars, 2017). Arendsen et al. (2014) put
focus on assessing the reduction in adminis-
trative burdens for businesses by introducing
e-government in the Netherlands.
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As concerns the analyses of adminis-
trative burdens for businesses in Bulgaria,
there are no studies in the literature. The cur-
rent paper is an innovative research focused
on the assessment of administrative burdens
for businesses in Bulgaria, stemming from
selected laws and regulations, including na-
tional rules implementing or transposing Eu-
ropean legislation.

4. METHODOLOGY
FOR STUDYING THE
ADMINISTRATIVE BURDENS
FOR BUSINESSES

To assess administrative burdens for
businesses in Bulgaria, the “Standard Cost
Model (SGM) for Estimating Administra-

tive Costs™* is used in the current study. The
SCM is established to assess administrative
costs imposed by the EU legislation.” It mea-
sures the onet cost of information obliga-
tions” imposed by the EU legislation (net
costs = costs introduced by a proposal if ad-
opted, minus the costs it would eliminate at
EU and/or national level). Services are also
invited to apply the model on a tentative ba-
sis to assess costs imposed on citizens.?

The structure of the SGM is illustrated
in in Figure 1. It shows the basic elements
and concepts related to the overall concept
for measuring administrative costs and de-
termining the administrative burdens for
businesses. The European Commission ar-
gues that the SCM provides the most reliable
results (European Commission, 2015).

Figure 1. Cost Model for Estimating Administrative Costs and Administrative Burdens for Businesses

Business

Costs - Citireris
| | Public
Benefits | adhminis bration |

Recurring
adminisirative
oty

Admanisirative

Burdens

i Training
Compliange | | “—
costs "
\.‘.-II:.-I'.!Irl.I-!-FF‘
—
i Dus
. Insurance
- e
« Finanial -:omr
T
Other

Source: International Standard Cost Model Manual — OECD 2004

¢ Tool #53: The Standard Cost Model for Estimating Administrative Costs, http://ec.europa.eu/smart-regulation/

guidelines/tool_53_en.htm#sdfootnote460sym

7 Many EU member states have adopted the Dutch model or developed their own national variant of the SGM.
(Boeheim, M., Renda, A., Lo, H., Weijen, T., Unterlass, F., Coletti, P., & Schratzenstaller, M. (2006), Pilot Project on
Administrative Burdens, Prepared by WiFo and CEPS for the European Commission, DG Enterprise under Contract
Nr. B2/ENTR/05/091-FC, Final Report, Vienna/Brussels, December, p. i.).

8 The REFIT platform allows national authorities, citizens and other stakeholders to get involved in improving
EU legislation. They can make suggestions on how to reduce the regulatory and administrative burdens of EU laws,
which are then analyzed by the REFIT platform and the Commission. The REFIT scoreboard tracks the progress of
each individual initiative and the changes introduced by the European Parliament and the European Council during

the legislative procedure.
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Information obligation (I0) is an ob-
ligation arising from regulation to provide
information and data to the public sector or
third parties (OECD, 2004). In this context
the term “information” is seen in a broader
sense, thus including costs of labeling, re-
porting, registration, monitoring and assess-
ment needed to provide the information and
the respective registration. The 10O is linked
both to the mandatory provision of informa-
tion to public authorities or to individuals,
and also to the duty to have information
available for inspection or supply upon re-
quest. A regulation may contain many I1Os.
Some examples of I0s are the following:
information labeling to third parties (e.g. en-
ergy labeling of domestic appliances; price
labeling); non-labeling information to third
parties (e.g. financial prospectus; disclosure
obligation of employers towards employ-
ees); application for individual authorization
or exemption, i.e. obligation that must be
fulfilled each time a particular task has to be
carried out (e.g. building permits); applica-
tion for general authorization or exemption
(e.g. license granting permission to engage
in an activity as banking); registration (e.g.
entry in a business register or a professional
list), and so on.’

Implementation of the legislation in-
volves costs and benefits resulting from the
regulation of the corresponding social rela-
tions in the country. As a rule, the benefits
determine the need to regulate public rela-
tions. At the same time, the costs associated
with the implementation of the legislation
should be in accordance with natural prin-
ciples of efficiency and effectiveness in the
implementation of regulated relations. These

9

guidelines/tool_53_en.htm#sdfootnote460sym
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costs arise not only for businesses, but also
for citizens and the public sector. With a
view to assess the administrative burdens for
businesses in Bulgaria imposed by the na-
tional legislation related to the EU Internal
Market, the study focuses only on the costs
incurred by enterprises. These costs are
divided into three main categories: adminis-
trative costs, compliance costs and financial
costs (OECD, 2004:6). In order to estimate
the administrative burdens for businesses,
the key attention in the paper is drawn to the
administrative costs incurred by enterprises
in meeting legal obligations to provide infor-
mation on their action or production, either
to public authorities or to private parties. In
practice, such information must be available
for inspection or supplied on request. Ad-
ministrative costs include two types of costs:

1. Recurring (permanent) administra-
tive costs. They are significant for assess-
ing the administrative burdens for busi-
nesses. They form the total value of the
information obligation in the following
manner (European Commission, 2015:3):
(a) Business-as-usual administrative
costs o they correspond to the costs re-
sulting from collecting and processing
information which would be done by an
entity even in the absence of the legisla-
tion; (b) Administrative burdens — they
are the part of administrative costs that
businesses sustain simply because it is
a regulatory (legislative) requirement.
Otherwise, the information would not be
collected by the entities concerned. The
administrative burdens are thus a subset
of the administrative costs in that the
administrative costs also encompass the

Tool #53: The Standard Cost Model for Estimating Administrative Costs, http://ec.europa.eu/smart-regulation/
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Figure 2. Assessment of Administrative Costs
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Source: International Standard Cost Model Manual — OECD 2004

administrative activities that the busi-
nesses will continue to conduct if the
regulations were removed.

2. One-off administrative costs. One-off
administrative costs are those incurred by
businesses only once, such as for example
the introduction of a new legal regulation.

According to the SCM, the “administra-
tive burden” is part of administrative costs
which is incurred by businesses only on the
basis of existing regulatory requirement and
is not related to the line of economic busi-
ness of entities (OECD, 2004:7). On the
other hand, the information obligation is
aimed to ensure effective implementation
of the main objectives of the legislation and
prescribed level of protection defined by
law. When such goals are defined, a part of
the administrative burden can actually be

really needed. There are, however, many
cases where the administrative burden can
be simplified and appropriately reduced.

5. APPROACH AND PROCEDURES
FOR MEASURING
ADMINISTRATIVE COSTS
AND DETERMINING
ADMINISTRATIVE BURDENS
FOR BUSINESSES IN
BULGARIA

The approach for measuring adminis-
trative costs related to the examined 1Os
include the following key components: (1)
Prioritization of 10s; (2) Estimation of the
number of entities (enterprises) perform-
ing those priority 10s; (3) Determination
of frequency of a specific IO or how many
times per year an action is required; (4)
Calculation of a unit cost (unit price) of an
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10; (5) Collection of data on hours required
for implementing a specific action and
whether it would continue to be performed if
the law does not require its implementation
(activity related to the specific line of busi-
ness process). According to the SCM, the
relevant cost parameters for measuring ad-
ministrative burdens for businesses include
the components, presented at Figure 2.

5.1. Procedure for measuring
administrative costs

The procedure for measuring administra-
tive costs incurred by businesses in meeting
legal obligations to provide information on
their action or production includes 8 steps.

Step 1. Analytical review of each of the
surveyed laws. At this stage the relevant na-

tional laws and bylaws to them are identified
and the relevant European legislation trans-
posed to Bulgaria. All relevant texts contain-
ing information obligations are outlined.
Summaries for each of the 16 reviewed laws
and bylaws to them are drafted.

Step 2. Description of information obli-
gations (I0s) — all identified and verified IOs

related to the studied laws and regulations
thereto are described in detail in a structured
table format MS EXCEL (*.xls).

Step 3. Identification of the types of ad-
ministrative activities (according to the stan-

dard classification of activities specified in
the SCM) related to the implementation of
the identified and verified 1Os.

Step 4. Clarification of the information
needed for estimating the cost (value) of an

1O (price of the required administrative ac-

tivity on an 10):

1. Time (T) — the number of hours each
need to perform the required actions for
implementing an [O. In other words,
this is the amount of time required to

30

complete the administrative activity.
It is determined in the following way:
(a) For priority information obliga-
tions — by conducting interviews of
business entities (field work). As a re-
sult, the number of hours each needs to
perform the required actions is based on
the results of interviews of enterprises.
With regard to the implementation of
field work, an interview guideline is
prepared and a representative sample of
entities (enterprises) is selected. During
the interviewing process, the activities
(actions) for performing a specific 10
are specified according to the European
classification of activities, and the type
(or types) of employed persons who are
required to perform certain actions for
the implementation of 10s. Moreover,
during this process the time for one-off
performance for each activity on a cer-
tain IO and for any type of employed
persons is estimated according to the
National Classification of Occupation
and Duties-2011. (b) For non-priority
information obligations — by expert
assessment. The method of expert as-
sessment is used for assessing the ad-
ministrative costs and determining the
administrative burdens of non-priority
information obligations for businesses.

Tariff (T) — it includes internal and
external tariffs for implementing an
information obligation. According to
the SCM it is assumed that the main
costs induced by information obliga-
tions are labor costs. The Tariff (T) in-
cludes: (a) External Tariff - the number
of hours spent by an external service
provider performing a required ac-
tion on a specific IO, multiplied by the
hourly rate (hourly pay) of the same ex-
ternal supplier. This hourly pay should
correspond to the gross salary plus
prorated overhead costs (25% by de-
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fault). Prorated overheads include ex-
penses for premises, telephone, heat-
ing, electricity, IT equipment, etc. (b)
Internal Tariff — the number of hours
required for implementing a specific 10
by the entity required to implement it,
multiplied by the average hourly rate
of the employees, engaged in its imple-
mentation in the targeted entity, includ-
ing prorated overhead costs. The price
of an 10 is determined by using the
“average labor cost per hour” (aver-
age hourly rate of employees engaged
in its implementation in the targeted
entity), including prorated overhead
costs. Calculation is based on the stan-
dard average hourly rates depending on
an employee’s position working with a
contract and executing the specific 10,
according to the National Statistical In-
stitute (NSI) of the Republic of Bulgar-
ial? data on average salary of employ-
ees, classified by economic activities
and classes, professions and positions.
The cost parameters for equipment &
supplies (i.e. acquired by the targeted
entity to comply with the information
obligation and solely used for that pur-
pose) are included in the Internal Tariff.

3. Purchases (P) and External expenses
(E) — they include all additional pur-
chases and overhead costs spent on the
implementation of activities (actions)
on IOs.

Step 5. Calculation of the average cost of

the required administrative activity on an 10
(Price). according to the basic core equation

of the SCM. The basic SCM formula (de-
scribed at Figure 2) is the following:

[Time(T) x Tariff(T)] + Purchases(P) +
Expenses(external)(E)

Step 6. Clarification of the information
needed to calculate the total number of re-

quired administrative activities on an 10 per
year (Quantity of activities):

1. Frequency of required actions (F) — it
indicates how many times per year an
administrative activity is completed. It
represents the legally determined fre-
quency of completion of an IO within
one year.

2. Number of business entities con-
cerned (B) — the number of business
entities (enterprises) who are required
to perform an information obligation.

Due to the specific type of available sta-
tistical data obtained from relevant public
authorities in Bulgaria, the exact number of
entities concerned cannot always be deter-
mined. By contrast, national databases pro-
vide statistical information on the number
of performances of an 10 (called population
of 10s), which indicates how often the rel-
evant business entity performs an 10 dur-
ing the surveyed period. In order to ensure
comparability of estimates made by different
government structures and ensure compat-
ibility with estimates conducted by different
EU member states, the assessment of admin-
istrative costs is based on an assumption of
full compliance by all entities concerned.

Step 7. Calculation of the total number
(TN) of required administrative activities
on I0s (Quantity of activities) per year. The

following methodology is used: Number of
business entities concerned (B) required to
perform an 10, multiplied by the Frequency
(F) of required actions on this 10, during the
reviewed year 2013:

IN=%XBxF

10 National Statistical Institute of the Republic of Bulgaria, http://www.nsi.bg/en/node/13220
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Step 8. Assessment of administrative
costs. Administrative costs are measured on

the basis of the average cost of the required
administrative activity (Price) multiplied
by the total number of activities performed
per year (Quantity). The SCM’s methodol-
ogy is an activity-based measurement of the
businesses’ administrative burdens making it
possible to follow the development of admin-
istrative burdens. At the same time, the results
from the SCM measurements are directly ap-
plicable to governments’ simplification work,
in that the results show the specific regulation
and its details which are especially burden-
some for businesses (OECD, 2004:5).

¢ Total value of IOs — the total administra-
tive costs for an 10 as measured by the
SCM.

¢ Business-as-usual activity (%) (activity
related to normal business process) — the
ratio between business-as-usual admin-
istrative costs and total administrative
costs. It indicates how much of the mea-
sured through SCM administrative costs
of business entities represent business-as-
usual administrative costs.

* Administrative burden — the total costs
for businesses arising from legally deter-
mined IO0s. The administrative burden is
calculated by the formula:

Total value of 10s *
(1 — Business as usual activity (%)).

5.2. Procedure for measuring
administrative burdens for
businesses

The information collected for each sur-
veyed 10 within the quantitative study is
the subject of standardization. Based on
the preparatory analysis made, the task of
the second procedure is to gather empirical
data from interviews and expert assessments
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selecting typical businesses affected by a
given legislation. In order to keep assess-
ment of costs at a reasonable level and en-
sure compatibility of the EU member states
national methodologies, the SCM envis-
ages the assessment to be based on ideal
types (typical companies, typical public ser-
vice, etc.). National databases do not work
with ranges of estimates, but with discrete
figures corresponding to standardized costs.
The results for each segment are standard-
ized in order to provide a single estimate for
a normally efficient business to complete
each administrative activity. In particular,
the process of standardization includes:

1. Determination of standardized activities
and costs, thus providing a single esti-
mation for a ‘normally efficient entity’.

2. Identification and removal of obvious
outliers (entities whose performance is
clearly eccentric, i.e. greatly below or
above the other performances). In many
cases, calculating the median or the aver-
age of remaining data is sufficient. The
standard deviation and variance (measur-
ing how spread validated data are) can
help to decide on the most appropriate
method for identifying the performance
of the ‘normally efficient entity’.

3. Calculation of the standard time re-
quired to perform an IO, as well as cal-
culation of the standard costs which a
particular business entity should make
for performing an IO;

4. Determination of qualifications of the
staff engaged in the implementation of
an IO and the cost of charge.

5. Finally, the values obtained are ana-
lyzed in view of their relevance and ob-
jectivity by comparing total administra-
tive costs in the economy and by expert
assessment made by the project team.
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Table 1. Average hourly salary

of the employed persons by employment relationship, by economic

activity and by classes of occupations and positions in 2012. (in Bulgarian levs)
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Total (gross average hourl
(8 g Y 11445/ 7,74 | 6,52 |4,14] 3,10 | 338 | 427 | 4,09 |25

salary - earnings)

Agriculture, forestry and
fishing

10,37) 6,15 | 5,16 |4,11| 423 | 3,63 | 396 | 445 |2,59

Mining and quarrying 22,01(13,05| 11,18 |6,69| 4,89 5,75 9,41 9,30 |5,05

Manufacturing 14,241 7,87 | 6,21 |3,97| 2,70 | 2,78 | 3,79 | 3,72 |2,72

Electricity, gas, steamand air |55 7¢| 14 68| 1187 |827| 6,12 | 408 |10,59| 1038 |5.94

conditioning supply

Water supply, sewerage,

waste management and 13,13 8,47 6,62 |4,58| 3,64 2,36 4,86 4,96 |3,21

remediation activities

Construction 14,01 6,74 | 525 |3,36| 2,53 | 3,06 | 444 | 431 |2,39

Wholesale and retail trade;

repair of motor vehicles and |15,69| 9,36 6,66 4,08 3,11 2,72 3,77 3,64 2,72

motorcycles

Transportation and storage 11,77/10,32| 9,86 |4,01| 3,99 3,05 4,79 4,14 4,16

Accommodation and food
service activities

9,34 | 7,33 5,12 3,36 2,85 | 2,88 | 3,81 3,49 2,58

Information and
communication

25,00(14,02 7,95 |511| 5,61 | 255 | 3,93 | 449 |3,00

Financial and insurance
activities

25,57\11,99| 7,94 |538| 442 | 240 | 468 | 6,35 |3,05

Real estate activities 12,39| 7,53 4,95 |3,29] 2,93 3,23 | 3,60 3,38 2,76

Professional, scientificand | ¢ 491 794 | 535 335 297 | 3.00 | 428 | 422 |3.10

technical activities

Administrative and support |4 341 g 09 | 648 |424| 2,63 | 2.89 | 335 | 348 |2.24

service activities

Public administration and

defense; compulsory social 9,30 | 7,52 5,05 |4,74] 3,99 3,04 | 4,06 438 13,20

security

Education 9,14 | 5,76 | 498 |3,73| 2,88 | 2,88 | 3,39 | 3,05 |2,86

Human health and social
work activities

10,60 6,36 | 4,80 |3,81| 2,89 | 3,17 | 3,44 | 3,58 |2,72

Arts, entertainment and 703|479 | 731 [324] 3,03 | 2,74 | 344 | 418 2,68

recreation

Other service activities 7,58 | 4,61 3,59 |3,08] 2,31 3,03 2,59 2,70 2,29
Source: NSI
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To measure the administrative costs
and administrative burdens for businesses
in Bulgaria, a quantitative survey was used
among 400 companies. For the concrete
measurement of the administrative burdens
for businesses in Bulgaria, a stochastic (rep-
resentative) sample is used, where each unit
of the surveyed population is equally likely
to fall into the sample. The main advantage
of representative samples compared to quota
sampling is that they allow the conclusions
obtained from the study to be generalized
for the whole population with a certain prob-
ability and with a certain stochastic accuracy
(stochastic error).

In order to measure the stochastic error,
it is necessary to determine the design of the
sample used. In this case, a stratified random
sampling is used, stratification being done at
the same time on the selected two attributes:

1. Sector of activity (economic activity);
2. Number of employees in the enter-
prise.
A stratified sample is used because, as
Kish (1965:76) points out “stratification
may be used to reduce the variation of the

sample estimates”, and this leads to results
with a lower stochastic error.

The planned and executed sample size is
N = 400 enterprises on the territory of the
country. As businesses meet several infor-
mation obligations, each enterprise fills in
for all the obligations it performs.

The data, provided by the NSI, for the
gross average hourly salary (earnings) of the
employed persons are used in the study. The
gross average hourly salary is categorized by
the type of employment relationship, by the
type of economic activity and by the Classes
of Occupations and Positions during 2012
(the data for companies of bilateral account-
ing are used).

The examined 16 laws and bylaws to them
are the following: Accountancy Act; Bulgari-
an Chamber of Builders Act; Bulgarian Labor
and Social Security Law; Independent Asses-
sors Act; Cadastre and Land Registry Act;
Excise Duties and Tax Warehouses Act; Law
on Chambers of Architects and Engineers
in Investment Design; Law on Mineral Re-
sources; Law for Social Assistance; Law on

Table 2. Priority areas and examined national laws and bylaws to them

Area Laws
Finance 1. Excise Duties and Tax Warehouses Act
2. Accountancy Act
Economy 3. Law on Technical Requirements for Products and Conformity
Assessment
4. Independent Assessors Act
5. Subsurface Resources Act
Environment 6. Water Act
Agriculture 7. Law on Surplus Stocks of Agricultural and Sugar Products
8. Law on Support for Farmers
Transport and 9. Road Transport Law
telecommunications
Regional policy 10. Bulgarian Chamber of Builders Act
11. Law on the Chambers of Architects and Engineers in Investment Design
12. Cadastre and Land Registry Act
Healthcare 13. Medicinal Products in Human Medicine Act
Labor law and social | 14. Bulgarian Labor and Social Security Law
policy 15. Social Assistance Act
Other 16. Law on Statistics

Source: Econometrica Ltd., 2014
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Statistics; Law on Support for Farmers; Law
on Surplus Stocks of Agricultural and Sugar
Products; Law on Technical Requirements
for Products and Conformity Assessment;
Medicinal Products in Human Medicine Act;
Road Transport Law; Water Act.

The nine selected priority areas are: Fi-
nance, Economy, Environment, Agriculture,
Transport and telecommunications, Region-
al policy, Healthcare, Labor law and social
policy, and Other.

Business entities executing an 1O are divided
into groups according to different ways by
which the legal framework specifies the
satisfaction of the obligation. Businesses can
perform an IO in various ways, according
to the legal framework regulating the
obligation. Thus form separate groups called
“segments”. The main distinction is based
on the way of submitting information (on
paper or electronically as most of the I0s
can be carried both ways). The opportunity
for submitting electronically (or the so-
called ‘e-service’) is established and verified
for each of the examined IOs.

6. RESULTS FROM THE
ASSESSMENT OF
ADMINISTRATIVE
BURDENS FOR BUSINESSES
IN BULGARIA ACCORDING
TO SELECTED NATIONAL
LAWS AND BYLAWS TO
THEM RELATED TO THE EU
INTERNAL MARKET

This part presents the results from the as-
sessment of administrative costs and admin-
istrative burdens for businesses in Bulgaria
of totally measured 742 information obli-
gations in 16 laws and bylaws to them in
9 selected priority areas during 2013. The
following tables depict the results from this
assessment.

6.1. Information obligations for
businesses established in
Bulgaria

After receiving additional information
and a review of all surveyed 16 laws and
bylaws to them included in the sample, a to-
tal of 742 IOs are identified and verified in
the study. Due to the verification made of all
identified I0s, some changes in the number of
IOs are observed under three national laws:

* Cadastre and Land Registry Act, where
9 10s are identified before verification,
while after verifying the data only 2 10s
remain;

¢ Bulgarian Labor and Social Security
Law, where during the first phase a total
of 37 10s are identified and consequently
after verification their number falls to 27
10s;

e Law on Statistics, where initially 136
10s are identified, but after verification
only one IO is eliminated and, therefore,
the total number of verified IOs under this
law is 135.

These changes in the number of I0s in
the above listed laws and bylaws to them
are driven by the amendments in Bulgarian
legislation concerning 1Os, as well as by the
experienced cases of duplicated obligations
of already identified 1Os.

As can be seen from Table 3, more than
half of all IOs, identified and verified in the
examined 16 laws and related regulations to
them, are concentrated in three laws as fol-
lows:

¢ Medicinal Products in Human Medi-
cine Act — with a total 162 10s (21,8%
from all 10s);

e Law on Statistics — with a total 135 IOs
(18,2% from all 10s);
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e Law on Technical Requirements for noted that a relatively significant number of
Products and Conformity Assessment —  1Os is identified in the Water Act — a total of
with a total 129 10s (17.4% from all IOs). 68 10s, the Road Transport Law — a total of

64 10s and the Excise Duties and Tax Ware-

They form a total 426 10s (or 57.4% of 1,565 Act — a total of 53 10s. On the oppo-

all identified and verified 742 10s). It can be

site side are the Cadastre and Land Registry

Table 3. The number of 10s identified and verified by type — distribution by laws

Type of information obligations

Related to the Related to the Total
national transposed European
requirement requirement
Law 1%
& | S g | =S
Slx. S50 8 & | £ 3
23z 8T £ & | g3 <
S8 |53 8§ © | =3 %
SR SE| S| 5 | 8| <
X 3 S 3
g N S
Excise Duties and Tax Warehouses Act 40 | 75.5 5.4 13 24.5 1.8 53
Accountancy Act 0 0.0 0.0 5 100.0 0.7 5

Law on Technical Requirements for
Products and Conformity Assessment

89 | 69.0 120 | 40 | 31.0 5.4 129

Independent Assessors Act

4 | 1000 | 05 0 0.0 0.0 4

Subsurface Resources Act

11 | 84.6 1.5 2 15.4 0.3 13

Water Act

68 | 100.0 | 9.2 0 0.0 0.0 68

Law on Surplus Stocks of Agricultural and
Sugar Products

2 222 0.3 7 77.8 0.9 9

Law on Support for Farmers

9 25.7 1.2 26 | 743 35 35

Road Transport Law

34 | 53.1 4.6 30 46.9 4.0 64

Bulgarian Chamber of Builders Act

9 | 100.0 1.2 0 0.0 0.0 9

Law on the Chambers of Architects and
Engineers in Investment Design

5 41.7 0.7 7 583 0.9 12

Cadastre and Land Registry Act

2 11000 | 03 0 0.0 0.0 2

Medicinal Products in Human Medicine Act

122 | 753 164 | 40 | 247 54 162

Bulgarian Labor and Social Security Law

19 | 704 2.6 8 29.6 1.1 27

Social Assistance Act

11 | 73,3 1.5 4 26.7 0.5 15

Law on Statistics

0 0,0 0.0 | 135 100.0 18.2 135

Total

425 - 573 | 317 - 42.7 | 742

Source: Econometrica Ltd., 2014
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Act, where only 2 1Os are identified, the In-
dependent Assessors Act — with 4 10s identi-
fied, and the Accountancy Act — with 5 10s
identified.

Depending on the type of IOs, more than
half (57.3%) of all 1Os are associated with
implementation of national requirements (a
total of 425 IOs), while the remaining 42.7%
are associated with transposing European re-
quirements (a total of 317 10s). In particular,
under four of the studied national laws and
bylaws to them, all identified IOs are con-
nected entirely (100%) with implementa-
tion of national requirements. Such are the
following legislative acts: the Independent
Assessors Act; the Water Act; the Bulgarian
Chamber of Builders Act; and the Cadastre
and Land Registry Act.

Only in the case of two national laws and
bylaws to them — particularly, the Law on
Statistics and the Accountancy Act, all iden-
tified IOs are related entirely with transpos-
ing European requirements (100%).

Table 4. The number of 10s identified and verified by type

According to the distribution by priority
areas of I0s (Table 4) it can be seen that all
10s, identified and verified in the examined
16 laws and bylaws to them, are concentrat-
ed in three areas:

¢ Healthcare (which includes the Medici-
nal Products in Human Medicine Act) —
with a total 162 10s (21.8% from all 10s);

¢ Economy (which includes the Indepen-
dent Assessors Act, the Law on Techni-
cal Requirements for Products and Con-
formity Assessment, and the Subsurface
Resources Act) — with a total 146 10s
(19.7% from all 10s);

¢ Other (which includes the Law on Statis-
tics) — with a total 135 10s (18.2% from
all IOs).

Depending on the type of 1Os, the results
show that the IOs associated with transpos-
ing European requirements occupy the larg-
est share (100%) in the area “Other” (which
includes the Law on Statistics). This means

distribution by areas

Type of information obligations
Related to the
Related to th
. uropean
requirement requirement
Area ) “n
S AT
2182|8282 |8F 2
E| T8 |%8 §E |28 %5 g
3 “Q\\. SIS 23 \Q\\. SRS 2
Sl |8 x |N§
=) S =) s
Finance 69.0 | 54 | 18 | 31.0 | 24 58
Economy 104 | 71.2 | 14.0 | 42 | 288 | 5.7 | 146
Environment 100.0 | 9.2 0 0.0 0.0 68
Agriculture 250 | 1.5 | 33 | 75.0 | 44 44
Transport and telecommunications 53.1 | 46 | 30 | 469 | 4.0 64
Regional policy 69.6 | 2.2 7 304 | 0.9 23
Healthcare 122 753 | 164 | 40 | 247 | 54 | 162
Labor law and social policy 714 | 40 | 12 | 28.6 | 1.6 42
Other 0.0 | 0.0 | 135 100.0 | 18.2 | 135
Total 425 | - 57.3 | 317 - 427 | 742

Source: Econometrica Ltd., 2014
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that all identified and verified 10s in this
priority area are associated with transpos-
ing European requirements. Exactly, on the
opposite end is the priority area “Environ-
ment” where all identified and verified 10s
are entirely related to the implementation of
national requirements.

The IOs related to transposing European
requirements dominate in the following pri-
ority areas: “Healthcare” (75.3%), “Labor
law and social policy” (71.4%), “Economy”
(71.2%), “Regional policy” (69.6%), “Fi-
nance” (69.0%) and “Transport and tele-
communications” (53.1%). In fact only in
the area “Agriculture” the 1Os related to the
implementation of national requirements has
a dominant position (75.0%).

As concerns the distribution of 10s by
laws (Table 5), the highest share of identi-
fied and verified 1Os is observed under the

Table 5. The number of identified and verified 10s

Medicinal Products in Human Medicine
Act and the regulations to it — 21.8 % of the
total number of 10s, followed by the Law on
Statistics — 18.2% and the Law on Technical
Requirements for Products and Conformity
Assessment — 17.4%.

The lowest share of 10s is observed un-
der the Cadastre and Land Registry Act and
the regulations to it — 0.3%, followed by the
Independent Appraisers Act — 0.5%, and the
Accountancy Act — 0.7 % of the total 10s.

The largest is the share of the 10s identi-
fied and verified in the area “Healthcare” —
21.8% of the total number of 10s, followed
by those in the area “Economy” — 19.7% and
in the area “Other” (which include the Law
on Statistics) — 18.2%. The lowest share of
IOs is observed in the area “Regional poli-
cy” —3.1% of all IOs.

distribution by laws

Law Number % of total
of I0s | number of 10s

Medicinal Products in Human Medicine Act 162 21.8
Law on Statistics 135 18.2
Law on Technical Requirements for Products and Conformity

Assessment 129 174
Water Act 68 9.2
Road Transport Law 64 8.6
Excise Duties and Tax Warehouses Act 53 7.1
Law on Support for Farmers 35 4.7
Bulgarian Labor and Social Security Law 27 3.6
Law for Social Assistance 15 2.0
Law on Mineral Resources 13 1.8
Law on the Chambers of Architects and Engineers in Investment Design 12 1.6
Law on Surplus Stocks of Agricultural and Sugar Products 9 1.2
Bulgarian Chamber of Builders Act 9 1.2
Accountancy Act 5 0.7
Independent Assessors Act 4 0.5
Cadastre and Land Registry Act 2 0.3
Total number of 10s 742 100.0

Source: Econometrica Ltd., 2014

38



Management, Vol. 22, 2017, Special issue, pp. 21-49

A. Atanassov, S. Trifonova, J. Saraivanova, A. Pramatarov: ASSESSMENT OF THE...

Table 6. The number of identified and verified 10s — distribution by areas

Area Number of 10s % of total number of 10s
Healthcare 162 21.8
Economy 146 19.7
Other 135 18.2
Environment 68 9.2
Transport and telecommunications 64 8.6
Finance 58 7.8
Agriculture 44 5.9
Labor law and social policy 42 5.7
Regional policy 23 3.1
Total number of 10s 742 100.0

Source: Econometrica Ltd., 2014

6.2. Total value of the estimated
administrative burdens for
businesses in Bulgaria

Using the SCM for assessing the ad-
ministrative burdens in Bulgaria, total busi-
nesses in Bulgaria are estimated. According
to the examined 16 national laws and bylaws
to them, the total businesses in Bulgaria is
amounted to 685 595 405.08 Bulgarian levs
(BGN) (or EUR 350 539 364.40) on an an-
nual basis.!! The distribution of administra-
tive burdens for businesses by laws is pre-
sented in Table 7.

According to the value of the administra-
tive burden (Table 7), the highest share of
the AB of all identified, verified and evalu-
ated 1Os is observed under the Excise Duties
and Tax Warehouses Act (54.1%) and the
Law on Support for Farmers (14.5%):

¢ Excise Duties and Tax Warehouses Act:
AB = 208 467 765.96 Bulgarian levs (or
EUR 106 587 876) and 53 IOs identified
and verified.

11

Law on Support for Farmers: AB =
55 823 355.14 Bulgarian levs (or EUR
28 542 028.20) and 35 10s identified and
verified.

The lowest share of the AB of all 10s
(0.0 %) is observed under the laws where the
identified, verified and assessed 1Os are only
a few. Those laws are:

* Law for Social Assistance: AB = 141
607.28 Bulgarian levs (or EUR 72
402.65) and 15 10s identified and veri-
fied.

¢ Bulgarian Chamber of Builders Act:
AB =109 755.13 Bulgarian levs (or EUR
56 116.91) and 9 1Os identified and veri-
fied.

¢ Independent Assessors Act: AB =
5 604.27 Bulgarian levs (or EUR 2
865.42) and 4 1Os identified.

¢ Cadastre and Land Registry Act: AB =
1 186.35 Bulgarian levs (or EUR 606.57)
and 2 1Os identified and verified.

Since July 1, 1997, with the introduction of the currency board arrangement in Bulgaria, the exchange rate of the

Bulgarian lev (BGN) has been fixed against the Euro at / EUR = 1.95583 BGN.
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Table 7. Value of administrative burden (AB) — distribution by laws

Value of Administrative Burden (AB) — distribution by laws
Law Va:‘];ec‘;)AB v:l/;: 2?11:13“:? :111 O/V')a(l)i:l:; tl(g:l
examined 10s by law
Excise Duties and Tax Warehouses Act 208 467 765,96 54.1 55.1
Accountancy Act 3688 681,73 1.0 71.7
Produts and Conformity Avesement | 1950837016 | 48 8.3
Independent Assessors Act 5604,27 0.0 373
Law on Mineral Resources 504 370,07 0.1 48.6
Water Act 36 091 736,88 9.4 79.9
Iéigafgrsolérfi?: Stocks of Agricultural and 68 985.60 0.0 100.0
Law on Support for Farmers 55823 355,14 14.5 49.1
Road Transport Law 21438 108,80 5.6 70.7
Bulgarian Chamber of Builders Act 109 755,13 0.0 56.3
Engineers in Invesoment Devign | 125607099 03 1000
Cadastre and Land Registry Act 1 186,35 0.0 63.5
Medicinal Products in Human Medicine Act| 2 795 627,88 0.7 104
Bulgarian Labor and Social Security Law 9343 641,89 2.4 75.4
Law for Social Assistance 141 607,28 0.0 14.8
Law on Statistics 26 878 526,14 7.0 62.7
Total value of AB 385183 394,27 100.0 -

Source: Econometrica Ltd., 2014

The distribution of administrative bur- ¢ Ministry of Finance and the Customs
dens by ministries/agencies in Bulgaria is Agency: AB =212 156 447.69 Bulgarian
presented in Table 8. levs (or EUR 108 473 869) and 58 IOs

identified and verified.
Table 8 shows that the total value of the

AB of all examined 10s (numbered at 742 as  * Ministry of Agriculture and Food and
a total) has the highest share in the spring of the State Fund “Agriculture”: AB =
the following Bulgarian authorities: 55 892 340.74 Bulgarian levs (or EUR
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Table 8. Value of Administrative Burdens (AB) — distribution by ministries/agencies

Value of Administrative Burdens (AB) — distribution by ministries/agencies
o, o,
Ministry/ Value of AB % of the total % the total
Asenc (BGN) value of AB for | value of IOs by
gency all examined 1Os | Ministry/Agency
Ministry of Finance; Customs Agency 212 156 447.69 55.1 55.3
Ministry of Economy and Energy; State
Agency for Metrological and Technical 19 078 344.50 5.0 67.7
Surveillance
MmlstI.'y of the Environment; Ministry 36091 736.88 9.4 799
of Regional Development
Mlnls‘t‘ry ongrlcu’l’ture and Food; State 55892 340.74 145 492
Fund “Agriculture
Executive Agency “Automobile
Administration”; Agency “Road 21438 108.80 5.6 70.7
infrastructure”
Ministry of Investment Design 1365 826.12 0.4 94.1
Agency of Geodesy, Cartography and 1 186.35 0.0 63.5
Cadastre
Ministry of Health; Drug Agency 2795 627.88 0.7 10.4
Ministry of Labor and Social Policy; 0 485 249 17 )5 711
Employment Agency
National Statistical Institute 26 878 526.14 7.0 62.7
Total value of AB 385 183 394.27 100.0 -

Source: Econometrica Ltd., 2014

28 577 300.00) and 44 10s identified and
verified.

Ministry of the Environment and Min-
istry of Regional Development: AB =
36 091 736.88 Bulgarian levs (or EUR
18 453 412.00) and 68 10s identified and
verified.

By contrast, the examined 10s having
the lowest total value of AB are those within
the competence of the following ministries/
agencies in Bulgaria:

* Agency of Geodesy, Cartography and
Cadastre: AB = 1 186.35 Bulgarian levs
(or EUR 606.57) and 2 10s identified and
verified.

Ministry of Investment Design: AB
=1 365 826.12 Bulgarian levs (or EUR

698 335.81) and 21 IOs identified and
verified.

¢ Ministry of Health and Drug Agency:
AB = 2 795 627.88 Bulgarian levs (or
EUR 1 429 381.84) and 162 10s identi-
fied and verified.

6.3. Implications of the study and
recommendations for reducing

administrative burdens in
Bulgaria

In formulating proposals to reduce ad-
ministrative costs, the five-component sim-
plified administrative burden model de-
veloped by The International Standard Cost
Model Network is used. This five-compo-
nent model has the following structure:
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Elimination, reduction, merger and
improvement of regulations, includ-
ing: a) Elimination of regulations or in-
formation obligations; b) Reducing the
volume of information requirements to
the minimum levels needed to achieve
the objectives of the legislation, includ-
ing reducing the frequency of informa-
tion provided; c) Simplification of ter-
minology to reduce the complexity of
regulations; d) Removing 1Os related to
provisions that are revoked or amended
after the IO has been introduced.

Simplification of the enforcement
process, including: a) Remove unneces-
sary forms, checks, and data requests; b)
Reduce the time for filling in the forms
by making them clearer and more com-
fortable to fill; c¢) Using a risk-based
approach - fewer checks for those who
have a “pure dossier”; d) Harmonizing
requests for submission of information
with the other information obligations.

Data sharing, including: a) Collecting
data from other government authorities
instead of businesses; b) Using “one-
stop shop”’; ¢) Development of standard
definitions in the legislation.

Development of information and
communication solutions and servic-
es, including: a) Electronic and network
reporting, where paper information is
currently required, using intelligent
portals (where possible); b) Electronic
submission of reporting information -
reports, reports, notifications; c¢) “Intel-
ligent forms” that do not contain unnec-
essary information.

Providing information and instruc-
tions, including: a) Development of bet-
ter and more easily accessible instruc-
tions; b) Increasing transparency.

After assessing the existing possibilities

and adapting the methodology when formu-
lating proposals for reducing administrative
costs, the proposals for the reduction of AB
for businesses in Bulgaria are classified into
8 specific types specifying the five-compo-
nent model as follows:

1.
2.

10.

11.

12.

Comprehensive measure;
Introduction of a statutory deadline;

Electronic submission of reporting in-
formation;

Reducing the volume of information
requirements to the minimum levels
needed to achieve the objectives of the
legislation, including reducing the fre-
quency of information provided,

Decrease the duration of the service;

Electronic and network reporting where
paper information is currently required,
using intelligent portals (where pos-
sible);

Remove unnecessary data requests;

Elimination of regulations or informa-
tion obligations;

Development of information and com-
munication solutions and services, in-
cluding electronic and network report-
ing, where paper information is cur-
rently required, using intelligent portals
(where possible) and electronic submis-
sion of reporting information;

Development of better and more easily
accessible instructions;

Development of standard definitions in
the legislation;

Collecting data from other government
authorities instead of businesses.

Where it is possible to make more than

one proposal to reduce the administrative
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Table 9. Proposals made for reducing the total value of AB

Value of AB % of
(before Value of the reduction t(;le
Type of proposal for reducing AB | recommendations) for in AB total
1Os with this proposal (BGN) AB
(BGN)
Development of better and more 207 408 328.24 103 715 927.14 26.9
easily accessible instructions
Comprehensive measure 22300 111.73 17 991 739.35 4.7
Elimination of regulations or 16 085 565.32 16 085 562.70 42
information obligations
Electronic and network reporting
Wwhere paper informationis 1247 802.76 873 299.34 0.2
currently required, using intelligent
portals (where possible)
Collecting data from other
government authorities instead of 919 871.68 830 988.21 0.2
businesses
!Electrom.c submission of reporting 350 880.00 245 616.00 01
information
Decrease the duration of the service 320 346.79 198 698.80 0.1
Remove unnecessary data requests 1120367.58 31123.83 0.0
Introduction of a statutory deadline 13 041.05 6522.35 0.0
Reducing the volume of information
requirements to the minimum levels
needed. to a.chle.ve the.objectlve.s of 11 498.65 2877.01 00
the legislation, including reducing
the frequency of information
provided
Development of information and
communication solutions and 2 685.20 1879.93 0.0
services
!)evelopn.lent.of standard definitions 298813 50835 0.0
in the legislation
Total value of the reduction in AB 249 783 487.13 139 984 833.02 -

Source: Econometrica Ltd., 2014

burdens for an Information Obligation, a
“Comprehensive measure” is proposed which
contains a combination of possible proposals
with a total reduction amount corresponding
to the impact of the proposals included.

An assessment of the possible reduction
of the administrative burdens for businesses

in Bulgaria has been made. To this end, to-
tally 425 proposals have been made which
represent recommendations for reducing
AB for businesses. These proposals con-
cern 279 1I0s out of a total of 742 identi-
fied information obligations or 37.6%
of all assessed 10s (there may be several
recommendations under one disclosure ob-
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ligation). These proposals would lead to a
total reduction of the administrative bur-
dens by BGN 139 984 833 (or EUR 71 573
108.60) or by 36.3% of the total value of
AB on an annual basis.

The main part of the reduction in the to-
tal value of administrative burdens is due to
the proposals made for reducing the AB of
the information obligations under the Excise
Duties and Tax Warehouses Act — by 27%
reduction of the total assessed AB.

Proposals that would lead to the great-
est reduction in the total value of AB for
businesses in Bulgaria are “Development
of better and easier accessible instructions”,
“Comprehensive Measure” that affects vari-
ous aspects and “Electronic and network re-
porting where paper information is currently
required, using intelligent portals (where
possible) and electronic submission of re-
porting information”, representing 76.7% of
all the proposals made.

7. CONCLUSION

This paper presents the analytical frame-
works and empirical results from measuring
administrative costs and administrative bur-
dens for businesses in Bulgaria stemming
from the national legislation related to the
EU Internal Market. In the study, a total of
742 10s are identified and verified under 16
selected national laws and related bylaws to
them. As a result of the important amend-
ments made in three national laws (the Ca-
dastre and Land Registry Act, the Bulgarian
Labor and Social Security Law and the Law
on Statistics), the number of identified 10s
decreased after their verification.

The results from the statistical analysis
made demonstrate that more than half of
all examined I0s are concentrated under 3
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national laws, such as: the Medicinal Prod-
ucts in Human Medicine Act (162 10s), the
Law on Statistics (135 1Os), and the Law
on Technical Requirements for Products
and Conformity Assessment (129 10s). De-
pending on the type of 10s, more than half
(57.3%) of all IOs are associated with imple-
mentation of national requirements, while
the remaining 42.7% are related to transpos-
ing European requirements. In four of the
studied laws, the identified and verified 10s
are connected entirely with implementation
of national requirements (including the In-
dependent Assessors Act, the Water Act, the
Bulgarian Chamber of Builders Act, and the
Cadastre and Land Registry Act).

As concerns the distribution of 10s by
laws, the highest share of identified and
verified 1Os is observed under the Medici-
nal Products in Human Medicine Act and
the regulations to it (21.8%), followed by
the Law on Statistics (18.2%) and the Law
on Technical Requirements for Products and
Conformity Assessment (17.4%). The low-
est share of 1Os is found under the Cadastre
and Land Registry Act and the regulations
to it (0.3%), followed by the Independent
Appraisers Act (0.5%), and the Accountancy
Act (0.7%). As concerns the distribution by
areas, the largest share of identified and veri-
fied IOs is observed in the area of Health-
care (21.8%), followed by those in the area
of Economy (19.7%) and in the area “Oth-
er” (which includes the Law on Statistics)
(18.2%). The lowest share of 1Os is regis-
tered in the area of Regional policy (3.1%).

As concerns the assessment of adminis-
trative burdens for businesses in Bulgaria,
the results show that the total business in the
country amounts to EUR 350 539 364.40
on an annual basis. The highest share of the
administrative burden of all identified, veri-
fied and assessed 1Os is observed under the
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Excise Duties and Tax Warehouses Act
(54.1%) and under the Law on Support for
Farmers (14.5%). By contrast, the lowest
share of the administrative burden of all I0s
(0.0%) is observed under the Law on Social
Assistance, the Bulgarian Chamber of Build-
ers Act, the Independent Assessors Act and
the Cadastre and Land Registry Act. The 10s
having the highest total value of administra-
tive burden are those within the competence
of the following ministries/agencies in Bul-
garia: Ministry of Finance and the Customs
Agency (58 10s identified), Ministry of Ag-
riculture and Food and the State Fund “Agri-
culture” (44 10s identified), and Ministry of
the Environment and Ministry of Regional
Development (68 10s identified).

As a result of the assessment and analy-
sis made, multiple important proposals are
formulated for reducing administrative bur-
dens for businesses in Bulgaria, classified
into 8 types according to the International
Standard Cost Model Network. In total, the
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PROCJENA ADMINISTRATIVNOG OPTERECENJA BUGARSKIH
PODUZECA NACIONALNIM ZAKONODAVSTVOM KOJI
REGULIRAJU ZAJEDNICKO TRZISTE EUROPSKE UNILJE

Sazetak

Kljucni cilj rada je identificirati i procijeniti
administrativno opterecenje bugarskih poduzeca,
u skladu s izabranim nacionalnim zakonima, koji
se odnose na zajednicko europsko trZiste. Rad se
oslanja na podatke i analiticke okvire, kako bi
utvrdio obveze informiranja, koje proizlaze iz na-
cionalnih zakona i regulativnih akata, ukljucivsi
nacionalna pravila za implementaciju europske
legislative. On se moZe smatrati znacajnim kora-
kom u jacanju bugarske nacionalne politike una-
predenja regulacije za poduzecéa. Administrativno
opterecenje predstavlja dodatne administrativne
troskove povezane s prikupljanjem i pruzanjem
informacije, koja poduzeéa ne bi imala da nisu
definirana posebnim zakonskim obvezama. Dok
se regulacija moze smatrati normalnom i potreb-
nom, ovi dodatni troskovi predstavijaju opterece-
nje za poduzeca, kako u smislu troskova, tako i
vremena, ¢ime se smanjuje kolic¢ina resursa koji
su na raspolaganju za produktivne investicije i
opcenito obeshrabruju poduzetnistvo.

Metodologija koristena u ovom radu temelji
se na standardnom troskovnom modelu za procje-
nu administrativnih troskova utvrdenom za potre-
bu procjene administrativnih troskova europske
legislative. U radu se koriste i rezultati istraziva-
nja OECD-a i Europske komisije. Pritom se mje-
re administrativni troskovi i opterecenje za 742
obveze, koje proizlaze iz 16 nacionalnih zakona
i regulatornih okvira, razvrstanih u 9 izabranih
prioritetnih podrucja u 2013. godini. lako se rad
ogranic¢ava na specificne prave okvire i procjenu

troskova poslovanja, rezultati pomazu razumjeti
mehanizme pomocu kojih se akumuliraju admi-
nistrativni troskovi i obveze. Sve informacijske
obveze utvrdene u istrazivanju proizlaze iz naci-
onalnih pravila, kojima se implementira ili u za-
konodavstvo prenosi europska legislativa. U radu
se obveze razvrstavaju s obzirom na specificne
zakone i prioritetna podrucja. Za prikupljanje
podataka se koriste intervjui u poduzeéima i pro-
cjene strucnjaka.

Dobiveni rezultati ukazuju da se vise od
polovice informacijskih zahtjeva odnosi na tri
nacionalna zakona — Zakon o medicinskim pro-
izvodima, Zakon o statistici te Zakon o tehnickim
zahtjevima za procjenu prilagodenosti proizvoda.
Vise od polovice informacijskih zahtjeva poveza-
no je s implementacijom nacionalnih zahtjeva,
koji se odnose na zajednicko trZiste EU-a. Naj-
veci troSkovi se odnose na primjenu Zakona o ca-
rinskim i poreznim skladistima te na Zakon o pot-
pori seoskim gospodarstvima. Najmanji udjel u
informacijskim zahtjevima odnosi se na Zakon o
socijalnoj pomoci, Zakon o bugarskoj gradevin-
skoj komori, Zakon o neovisnim procjeniteljima
te Zakon o katastru i zemljisnim knjigama.

Kljuéne rijeci: administrativni troskovi, ad-
ministrativne zapreke za poduzeca, model stan-
dardnih troskova, obveze izvjestavanja za po-
duzeca, bugarski zakoni o zajednickom trzistu
EU-a
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