
· . ..... ,. 

~ ... --"., .. >* ..... " ANNUAL REPORT - FY 97 
Citizens Democracy Corps 

Bulgaria 

CA EUR-00032-A-OO-I080, Modification 5 

I. Introduction - Bulgarian Economic Situation 

Fiscal Year 1997 was a year of major upheaval and change. In early September, Prime Minister Ivan Kostov 
presented a report to Parliament on the first 100 days in office of the United Democratic Forces (UDF 
Coalition) Cabinet. It is with surprise that one looks back over Fiscal Year 1997 and realizes the extent of 
the changes over such a short period of time. 

During the first quarter ofFY '97, the continuing crisis in the banking system as well as inefficient 
implementation of measures agreed upon by the GOB resulted in the suspension of funding by International 
Monetary Fund (IMF) and the World Bank (WB). Likewise, the European Union (ED) withheld targeted 
funding until specific measures were implemented by the GOB. Interest rates rose to 300% only to drop to 
180% a month later. 

The second quarter ofFY'97 was a pivotal period as Bulgarian citizens took to the street to demonstrate 
their discontent with the ruling Socialist Part. Thirty days of mass demonstrations and strikes paralyzed the 
country and finally forced the ex-communist rulers to agree to hold new elections two years early, on April 
19. These changes, while encouraging, were not without great cost: Consumer prices rose 32%; the 
Bulgarian Lev spiraled against the dollar from 600: $1 in January to 3,200: $1 before leveling off in late 
March to 1,600: $1. The United Nations estimated that 90% of Bulgarians were living below the poverty 
line. 

The third quarter marked the beginning of significant Bank Reform in Bulgaria and the beginning of a 
Currency Board, which banned the central bank from lending to commercial banks and the government. The 
IMP returned to work with the Bulgarian government to develop a technical assistance program for banking 
supervision. The WB approved a $290 million funding package for Bulgaria conditional upon the 
government speeding up privatization of state factories and banks, and eliminating public sector losses. 

As of the end ofFY '97, 750 of the l,050 state owned companies listed for mass privatization are now 
majority private-owned. Interest rates have dropped to 6.03% as of September 29. 
The newly elected democratic government is seriously challenged and under enormous strain to deliver 
simultaneously on several fronts while trying to mitigate the adverse social effects of operating under severe 
budget constraints. The government's commitment includes streamlining legislation, starting a capital 
market, economic restructuring, new infrastructure projects, privatization, and encouraging foreign 
investment. The GOB and governmental institutions now show willingness to work with FLAG. USAIDIB 
has called for augmenting the Firm Level Assistance Group's (FLAG's) predominantly grass roots approach 
by increasing activities with associations, and working with governmental institutions responsible for private 
sector growth. 

Forecasts from international financial experts are positive: 
• The German investment bank, Deutsche Morgan Grenfell (DMG) predicts that the Bulgarian economy 

will recover surprisingly fast in the coming six months, inflation will fall faster than expected, and the 



fiscal deficit will be lower than the projected level. DMG also said that Bulgaria would show economic 
growth of3.5% in 1998. 

• The Chairman ofDeloitte & Touche for Central and Eastern Europe, Alexander Dembitz, says that the 
investment climate in Bulgaria is improving fast, and that over the last few months Bulgaria scored 
considerable success towards economic stabilization. 

• Merrill Lynch circulated a report giving optimistic assessments and projections for economic 
development as well. They predict an annual inflation of only 12% for next year. Merrill Lynch also 
projects that the gross domestic product will grow 4% in 1998. 

Positive reactions can already be seen in major foreign business investments: 
• Amylum-Bulgaria of Razgrad, a major Belgian-Bulgarian cornstarch producer resumed production after 

suspending operations in February. Amylum is the biggest starch and glucose refinery in southern 
Europe. They cited the stabilization of the currency, low inflation and gradual recovery of domestic 
demand as the main factors which influenced their decision to restart production. 

• A Bulgarian-Dutch joint venture, Buljack, plans to invest $1.6 MM in the modernization of the cold 
storage facility of Okeanski Ribolov (Ocean Fishing) of Bourg as. When reconstruction is completed by 
the end of 1998, the facility is projected to become a center for the distribution offish to Europe and to 
the countries of the Black Sea Region. 

• American Standard, Inc. has started its third factory in Bulgaria. In the past two years, the Corporations 
have been involved in a joint venture that manufactures and sells sanitary and industrial fittings, soft 
drink machines and associated articles. The third factory will focus on new product lines such as air 
conditioners, brakes for heavy-duty trucks, etc. 

Plans are being made which will greatly affect the future of Bourg as; the site of CDC's satellite office: 
• The US owned Albanian Macedonian Bulgarian Oil Pipeline Corporation (AMBO) is hoping to begin 

work in March or April 1998 on a 91O-km pipeline from Bourgas to the Albanian port of VI ore. The 
pipeline is projected to supply the refinery in Skopje and the Macedonian market and have the potential 
to supply Yugoslavia and Italy. 

• There is also a plan to build a 280-km pipeline from Bourgas to Alexandroupolis, Greece. This would be 
a Greece, Bulgaria, and Russia joint venture. Construction is expected to start in 1999. 

• In mid-September the Ministers of transport of Bulgaria, Albania, George, Kazakhstan, Macedonia, 
Turkey, Turkmenistan and Uzbekistan signed a joint memorandum on the development of a 
transcontinental link between Eurocorridor 8 and Asia. This project on the East West European corridor, 
know as Corridor 8, will run from the Albanian port of Duras to Bourgas. 

• Other investment projects associated with Corridor 8 include extending the Trakia motorway from 
Plovdiv to Bourgas, and the reconstruction and modernization ofthe Port of Bourgas, with new container 
terminals. 

• Kazakhstan wants to export crude oil from the Georgian port of Poti to Bourgas. 

Meanwhile SMEs patiently await access to working capital and investment loans to expand their businesses. 
There still appears to be very little help available from Bulgarian banks or international assistance providers 
to meet this need. 

II. CDC Delivery Against Funded Input Targets 

A. Technical Assistance: 
CDC once again, exceeded it original contract goals of 40-45 assignments by completing 55 assignments in 
FY'97. CDC's plan of assistance continued to focus on business sectors and geographic regions. 
Additionally, in keeping with CDC's commitment to sustainable development, CDC also worked to 
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strengthen Bulgarian Consultants and business support organizations. Under the FLAG consortium, CDC's 
resources were directed at those business sectors that offered the greatest potential for competitiveness and 
growth. Following is a chart of CDC targeted sectors for FY '97. 

FY 97: Breakoown by Sector 
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The Bourgas satellite competed its second full year of operation and contributed greatly to the development 
of assignments in the eastern part of Bulgaria. The following chart illustrates the geographical distribution 
of CDC's completed assignments during FY '96. It should be noted that less than 16% of CDC's clients 
were in the Sofia area. 
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FY 97: Geographic Distribution of Completed Assignments 

CDC Volunteers were active in the Tourism, Light Manufacturing, Financial Services, Communications and 
Construction sectors. Some of the more notable assignments with high-impact potential are as follows: 

• Volunteer Charles Keegan worked with one of the top national investment funds in Bulgaria. The fund 
has a diversified portfolio of over 40 companies. Mr. Keegan assisted the company in the areas of 
Portfolio Management, Evaluation of Companies, Software Development and New Product 
Development. The volunteer also conducted a seminar on restructuring enterprises. During the seminar, 
Mr. Keegan provided a strategic perspective to the privatization process and highlighted opportunities 
for attracting foreign investment. Charles Keegan has substantial experience as a Chief Investment 
Strategist for a large international investment company. As the Senior Vice President, Securities 
Department, for a New York investment group, Mr. Keegan was responsible for investment policy, 



strategy, management and supervision of a broker/dealer subsidiary. Mr. Keegan is a Certified Public 
Accountant, Certified Financial Planner, with a Masters in Economics. 

• Volunteer Bart Dominus provided technical assistance to a nationwide private software company. Mr. 
Dominus performed an organization audit of the company's product line, market share, resources and 
management system. In addition, Mr. Dominus assisted one of the largest privatization funds in 
Bulgaria in the development of its market strategy. Barton Dominus has more than 15 years experience 
in high tech marketing. In his area of expertise, Bart was responsible for designing and building state of 
the art communication campaigns, marketing systems and information products. Re is very 
knowledgeable about the use of Marketing and Technology to increase revenues while cutting costs and 
risks. 

For detailed information on completed assignments during the last quarter ofFY '97, refer to Attachments 
CI-CI8. 

B. Other CDC Activities: 

1. Surveys: 
At the request of the FLAG Consortium, CDC prepared and presented 3 surveys; one on the Tourism sector, 
and 2 in Light Manufacturing sector (Apparel and Wood Processing). CDC's approach to these projects was 
to partner with Bulgarian Consulting firms who are also FLAG clients. CDC utilized the consulting firms to 
perform the preliminary study under the guidance of CDC Volunteers with expertise in the specific sector. 
In addition, these Volunteers also worked directly with the consulting firms to strengthen their own 
businesses. CDC also utilized additional volunteers with sub-sector specialties in the same field and already 
working in Bulgaria to consult on the project as a piggyback to their primary FLAG/CDC assignments. 

a.) Tourism Industry: 

CDC presented the results of its survey in a public forum held at the US IS center. CDC worked in 
close cooperation with the Bulgarian consulting firm, Deni Consult, LTD. on this project. In 
addition to FLAG organizations, the presentation was attended by: members of several departments 
of the Ministry of Trade and Tourism, the Bulgarian Association of Travel Agents, the Association 
of Rote I and Restaurant Owners, the Bulgarian Chamber of Commerce, the Chairman ofthe Albena 
Resort Complex as well as other private business owners, EU PHARE, USAID, BAEF, BAP, and the 
Sofia Western News. Final copies of the survey were distributed to all attendees. 

CDC Volunteer Tom Tait, Executive Director for the Commission on Tourism did the initial 
structure to the survey, for the State of Nevada. Tom performed the preliminary assessment of the 
industry's potential by meeting with the heads of major subsector institutions and visiting a sampling 
of representative sites. In addition, Mr. Tait coordinated with other CDC Volunteer Experts in the 
US prior to their departure for Bulgaria to work with FLAG requests for assistance in tourism and on 
the tourism survey project. As a result of his volunteer work in Bulgaria, Mr. Tait pledged himself to 
involve the Governor of Nevada, Robert Miller, Chairman of the National Association of Governors. 

Governor Bob Miller of Nevada visited Bulgaria in support ofthe FLAG/CDC Tourism program. 
Gov. Miller traveled to the Black Sea Coast to see one of the largest resorts, a FLAG/CDC client. 
During his stay in Sofia, Governor Miller met with President Stoyanov, Prime Minister Kostov and 
the Deputy Minister for Tourism, Roumen Draganov. Governor Miller discussed a variety of issues 
and urged these new leaders of Bulgaria to step up publicity of their country's natural beauty to 
attract more tourists. 



Volunteer Advisor Martin Dicker analyzed and compressed the assembled information and edited the 
final report. Martin Dicker is president of Leland Consulting, a Seattle based firm. Mr. Dicker has 
been involved with USAID funded tourism research projects in Jamaica, as well as in numerous 
feasibility study projects in the US. 

Other Volunteers involved in this ambitious project as a piggyback assignment were: 
• Dee Grossman is the Director of the Convention and Visitors Bureau in Ohio. Dee 

brought a strong background in the tourism industry, and sales and marketing. She has 
also served a President of the Ohio Travel Association and represented Ohio in the 
Appalachian Regional Development program. 

• John Brissenden has 15 years experience in tourism. He is an owner/manager of a large 
resort in Hope Valley, California and participated in the US White House Commission on 
Tourism. 

b.) Light Manufacturing: 

i) Apparel Survey: 
The survey of the Apparel Industry was prepared in conjunction with the Bulgarian 
Consulting Firm, FINSYS, with the support of Volunteers Jerome Pool and Paul Kirschner. 
Attendees included representatives ofBAEF, BAP, FLAG, USAID, the Union of Apparel 
Producers, Caresbac and many private business owners in the Apparel Industry. 

• Volunteer Jerome Pool was Chairman and CEO of Jantzen Inc. Mr. Pool brings 
over 30 years of experience in mangement and marketing with this $250 million 
corporation. Mr. Pool conducted on-site visits with Bulgarian apparel 
manufacturers to identify their operational problems and technical assistance 
needs. 

• Paul Kirschner is a former Vice President of Jack Set Import Division of Shari love 
Fashions. Mr. Kirschner started the company, Jack Set, and developed it into an $8 
million operation in 4 years. He brings 30 years of experience in the Apparel 
industry, from design, costing, international and Asian suppliers, to sales to volume 
chain stores. Additionally, he is an international business consultant and the author 
of several books on Business Planning. 

ii) Furniture Industry Survey: 
The Bulgarian Consulting finn, NIBA, provided preliminary work on the Furniture Industry 
survey, with the support of Volunteers Mark Kweller and Robert Kennedy. Attendees at the 
presentation included representatives of the Wood Processors and Furniture Industry 
Consortium, GOB Privatization Agency, EU PHARE, FLAG, and Jim May of US AID. The 
Privatization Agency requested to send a messenger to pick up additional copies ofthe 
furniture survey as well as the apparel survey. 

• Mark Kweller is an owner/operator ofthree Ethan Allen Gallery stores. Additionally, 
Mr. Kweller has been a member of the Board of Directors of the National Home 
Furnishing Association for over 8 years. 

• Robert Kennedy created a furniture company with $35 million in annual sales. His 
company is the primary supplier to Boeing Aircraft, Texas Instrument and several 
hundred office furniture dealers. He has served as chainnan to the National Office 
Products Association and the Business Office Products Association. Additionally, Bob 
has served his community as a former city mayor. 



2. Collaboration with Assistance Providers 
• ED PHARE: Volunteer Tom Tait met with representatives of the Poland Hungary Assistance for the 

Restructuring of the Economy (PHARE) to collaborate on the tourism survey. PHARE conducted its 
own survey on a national level with a concentration on government owned and operated properties while 
CDC's survey focused on the private sector. 

• BAEF: CDC Advisor John Brissenden coordinated with the Bulgarian American Enterprise Fund in a 
workshop with a group of private hoteVrestaurant owners, tour operators and trade associations. The 
Bourgas Regional Development Association sponsored the workshop. 

• Peace Corps: 
• At the invitation of a Peace Corps Volunteer (PCV) in Sliven, CDC met with companies engaged in 

light manufacturing. 
• CDC prepared a presentation at its office for 15 Bulgarian counterparts of Peace Corps Volunteers 

working in small business centers around the country. The purpose of the presentation was to orient 
the counterparts to the types of technical assistance FLAG could provide their clients. 

• CDC Advisor David Stem worked with a PCV and his client, a hardware/software manufacturer and 
distributor. The client requested assistance with the company's long-term planning, management 
practices and marketing operations. The CDC Advisor involved the PCV in the advisory process 
throughout the assignment so that the PCV could provide follow-up assistance to the company in 
implementing Mr. Stem's recommendations. 

3. Linkages 
In keeping with its commitment to continue support for client companies in locating financing, developing 
markets and building local support capacity, CDC initiated and/or completed linkages for the following 
clients: 

• MTM, a private Bulgarian company, is involved in recycling plastic scrap into plastic granulate. The 
company was looking for contacts with US manufacturers of recycling equipment and/or distributors 
of used material. CDC was able to identify and contact 5 US corporations, 2 of who submitted 
detailed offers to MTM. 

• An advisor linked his client with a tour company and facilitated a contract for a Czech Tour Package. 
The contract consists of 10 tours, of 40 Czech Tourists, at a value of$320 per person for a potential 
totalof$128,000. In addition, the managers of the two companies traveled to the Czech Republic to 
meet with other tour operators there. 

• A fruit processing company with facilities in Shoumen and Plovdiv transacted a $117,000 letter of 
credit with a US Company as the direct result of a linkage developed by a CDC advisor. 

• An advisor is assisting the Albena Tourist Company in the development ofits golf course project. 
The former Volunteer is currently working on behalf of the Albena Complex to locate appropriate 
financial backers to assist in high level US based investment for this exciting project. The estimated 
value of this developing linkage is US $6,000,000. 

• During the fourth quarter, FLAG/CDC Volunteers initiated 5 additional linkages for the clients with 
which they worked during the fourth quarter. (See Attachments C8, C1l and C13 for details). 

4. Maximizing Utilization of Volunteers 
CDC values and measures its program not just on the basis of single assignments, but on other related 
activities as well. During the Fiscal Year, CDC Volunteers conducted 5 seminar or Workshops for clients in 
addition to carrying out their primary assignments. In addition CDClBulgaria volunteers performed 25 
Lagniappe assignments. 

5. Staff Training 
As part of CDC's commitment to build local capacity, it continues to focus on staff enhancement. During 
FY'97 CDC held 2 joint training sessions, in coordination with CDClRomania, relative to its re-engineering 



project and moving to a market driven organization. In addition, CDC sent 1 Bulgarian staff member to 
Washington headquarters to be trained in its new financial and human resources management programs. 

III. FLAG Consortium 

In its annual report, submitted last year, CDC discussed its FLAG Impact Targets as they related to the 
proposal submitted to USAID. At that time it was mentioned that while targets are based on 12 months of 
activity, actual funding under the new agreement was not expected until the midpoint ofFY '97. An 
additional qualifier was that the itemized targets assumed "best case" funding. 

The new FLAG Cooperative Agreement (CA) has an Effective Date of April 1, 1997. Unfortunately, 6 
weeks prior to the Effective Date of the CA, CDC was informed that it would only receive half of its "best 
case" funding levels. As a result, it was necessary to negotiate a reduction in the performance goals 
associated with the target indicators. Further, AIDlBulgaria requested that CDC report its performance 
against impact targets for the period beginning October 1, 1996 to September 30, 1997. Attachment B to 
this report reflects the negotiated reduction as well as CDC's performance against these reduced goals. 

Despite a less than optimal funding level, CDC continued to strongly participate in the FLAG Consortium. 
For example, in addition to the development of new assignments and supervision of volunteers at their sites, 
CDC Program Manager, Christina Kyuchukova, served as the elected Chair of the FLAG Marketing 
Committee. Likewise, CDC staff member Nickolai Gerassimov served as the elected Chair for the FLAG 
Diagnostic Committee and as a member to the FLAG Evaluation Committee. The Country Director 
participated actively in the FLAG Board of Directors. 
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B. FY'97 Impact Statistics 

C. Impact Reports - 4TH Quarter FY '97 
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6. Devin, Ltd. - Nathan Sakolsky 
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11112. ITL Tours - Marilyn and James Reese 
13/14. ITL Consult Holding - Marilyn and James Reese 
15. ET Umlenski - Bill Kilponen 
16. Retrouyut - George Butler 
17 . Workshop - Export Business Plan for Apparel Manufacturers - Paul Kirschner 
18. Status Reports: Furniture Survey - Mark Kweller and Robert Kennedy 



ATTACHMENT A 

FY 97 STATISTICS -- AGGREGATE 

1st qtr 2nd qtr 3rd qtr 4th qtr TOTAL 

PIPELINE ACTIVITIES 
Projects Completed 2 18 17 18 55 

COLLABORATION 

Referrals to: 

BAEF 1 0 0 0 1 
CARESBAC 0 0 0 0 0 
US Foreign Commercial Service 2 0 0 0 2 
US Dept. of Agriculture 0 0 0 0 0 
USIS 1 0 0 0 1 

TOTAL: 4 0 0 0 4 

Purpose: 
Financing 1 0 0 0 1 
Trade Partnerships 3 0 0 0 3 
Scholarships 0 0 0 0 0 

TOTAL: 4 0 0 0 4 

Referrals from: 
BAEF 0 0 0 0 0 
CARESBAC 0 0 0 0 0 
USFCS 0 0 0 0 0 
USAID 0 0 0 0 0 
Local Government Initiatives 0 0 0 0 0 
Peace Corps 2 1 0 0 3 

TOTAL: 2 1 0 0 3 

Referrals to FLAG members: 
IESC 0 1 0 0 1 
Land 0' Lakes 0 0 0 0 0 
MBA Enterprise Corps 0 0 2 1 3 
PIET/EMED 1 7 6 1 15 
University of Delaware 2 1 0 0 . 3 
VOCA 2 0 0 0 2 

TOTAL: 5 9 8 2 24 

NUMBER OF MULTIPLIER ACTIVITIES 
Seminars and Workshops: 1 3 0 1 5 
V A met with past / future client: 11 14 0 6 31 

TOTAL: 12 17 0 7 36 



ATTACHMENT B 
CITIZENS DEMOCRACY CORPS 

MRS REPORT I 

1st 2nd 3rd 4th Year to Date 
Impact Targets Goals Quarter Quarter Quarter Quarter Total 

% Goal 
Private Operations Strengthened 
1. Number of Business Linkages 6 2 2 0 4 8 133% 

2. Number of Improved Business Operations Adopted 90 19 56 44 26 145 161% 

3. Percent Increase in Sales* 15% 0 19 10 n/a 29 193% 

Consulting Firms Strengthened 
1. Percent I ncrease in Private Business Clients* 20% 0 0 10 n/a 10 50% 

2. Number of Improved Services Adopted 20 2 0 5 3 10 50% 

Business and Professional Associations Strengthened 
1. Percent increase in Fee Paying Members* 10% 0 11 0 n/a 11 110% 

2. Number of Improved Services Adopted 4 0 9 0 14 23 575% 

*Based on Evaluation Results from FLAG Evaluation Comm. 

10 



Client: 
Volunteer Adviser: 
Co~nterpart: 
Area of Expertise: 
Assignment Dates: 
P~9gram Manager: 

PROJECT DESCRIPTION: 

IMPACT REPORT 
Maldini, Ltd. 
Francis West 
Stephan Bianov 
Marketing 
June 30-July14, 1997 
Daniella Bozhinova 

... (':Cl 

Maldini Ltd. was established in 1994 as a manufacturer of window blinds. The company has 20 employees 
who fabricate components and assemble vinyValuminum blinds. This was an operations driven company 
where the management, having engineering backgrounds, are very focused on production improvements. As 
the production process was streamlined, however, the company faced a growing problem of maintaining 
market share and competing with other window blinds producers. FLAG intervention was requested to 
address these problems. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2: - Improved Business Operations (2): 
1. Strategy and Planning: The advisor worked with management to develop sales and financial strategies 

for both wholesale and retail sales. Mr. West reoriented management's thinking from a reactive (taking 
orders) to a pro-active (selling orders) approach to sales. The advisor also worked with sales reps on 
specific selling techniques. 

2. Human Resources Management: The volunteer designed a program for hiring and training salesmen, 
developed a job description for future sales manager; suggested an incentive program for workers based 
on volume, and a profit sharing arrangement. 

Percent Increase in Sales - A minimum 15% increase in sales is expected. 

PROJECT RESOURCES: 
V A Francis West is the founder of West Window Corporation, a manufacturer and distributor of aluminum 
and vinyl products in Martinsville, Virginia since 1949. Mr. West built the company to a sales volume in 
excess of$5,000,000 when sold in 1983. Additionally, in 1959 Mr. West opened and still successfully 
operates the Franklin Finance Company. 

CLIENT COMMITMENT TO CHANGE 
The client is implementing the program developed by the advisor. Based on Mr. West's recommendations 
the company is creating a sales management position and hiring/training a sales force; the first to go "door­
to-door." 



-Volunteer Adviser: 
Counterpart: 
Area of Expertise: 
.t\ssignment Dates: 
r~ogram Manager: 

PROJECT DESCRIPTION: 

IMPACT REPORT 
Donna - Smolyan 
Lee Nordgren 
Donka Chilingirova 
Marketing . 

July13-2S, 1997 
Daniella Bozhinova 

DONNA is a small family business created by food technologists. The manager and owner Mrs. Donka 

Chilingirova did research in the field of new extruded food products at the Plovdiv University of Food 
Engineering. She decided to translate her academic knowledge into a business venture, and in 1991 
launched the first production line for extruded foods in Bulgaria. Since then the firm has been producing 
increasing amounts of snack foods, and recently has started to produce dry soups. Operating in a very 
competitive market, the firm is aware of the need for special attention to the marketing of their products. 

PROJECT OBJECTIVES 

C2 

This piggyback project was aimed at improving operations by utilizing an available volunteer advisor in the 
field of consumer goods marketing. 

CONTRIBUTION TO TARGETS 
Expected Impact under IR 1.3.2: - Improved Business Operations (3): 
1. Financial Management - The advisor made improvements for the financial management of the newly 

started product line of powdered soups. He demonstrated the proper way to utilize financial information 
to make efficient and timely marketing adjustments. 

2. Packaging - The volunteers improved the layout of the existing package to ensure the company name 
will be easily noticed and recognized by the consumers. She also provided ideas for improved packaging 
to minimize expenses both for extruded snacks and powder soups. 

3. Merchandising - The volunteer demonstrate principles of merchandise display and interior floor 
planning for the retail store owned by the firm to promote sales. Barbara also provided guidance on 
general sales promotion, outdoor signage, and advertising. 

Expected Percent Increase in Sales - Minimum 15% increase in total sales, and approximately 50% 
increase in the sales of new product line, which may lead to the creation of new jobs. 

PROJECT RESOURCES 
VA Lee Nordgren is a Harvard MBA with 20 years of business experience in major US firms such as Procter 
& Gamble and Sara Lee. She is highly skilled in consumer goods packaging and marketing and new 
business development. 

CLIENT COMMITMENT TO CHANGE 
The client is in the process of implementing the advisor's marketing suggestions and ideas. With regard to 
financial management, the firm will be sending their monthly financial reports to the advisor whom, upon 
her return to the US, will providing ongoing suggestions for improvement. 



Cli~nt: 
Volunteer Adviser: 
C0!lnterpart: 
M~a of Expertise: 
A~signment Dates: 
Pr6gram Manager: 

. IMPACT REPORT 
INTERTEX, Ltd. . 
Michael Schultz 
Vassil Vassilev 
Marketing 
July 2-23, 1997 
Nickolai Gerassimov 

PROJECT DESCRIPTION: 

C3 

INTERTEX Company, Sofia, is a manufacturer of work uniforms for hospitals, hotels, restaurants, and 
shops. Its clients include the Sheraton Hotel, Bulgargas, and the Pirogov Emergency Hospital. The 
company was started in 1991 by Mr.Vassilev, owner. Mr. Vassilev has more than 25 years experience in the 
apparel manufacturing business. The company wishes to preserve and expand its market share in the 
industry. 

PROJECT OBJECTIVES: 
FLAG assistance was requested to develop an updated Marketing Strategy, including the successful use of 
the Cut, Make and Trim (CMT) approach, and to strengthen its resources for expansion on the foreign 
market. The company also requested a review of its existing management practices. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2: Number ofImproved Business Operations and Percent Increase in Sales. 
The advisor developed and refined, with the participation of the owner, a Strategic Marketing Plan for 
INTERTEX and made suggestions on the company products and their quality, considering the expansion 
plans of the company owner. 
1. Marketing Plan: The advisor reviewed existing manufacturing processes and performed an assessment I 

of the resources needed for expansion on local and foreign markets. Based on the results of his 
investigation the volunteer developed a long term Marketing Strategy for the company. 

2. Strategic Planning: The advisor assisted the company in finalizing plans for a manufacturing plant in a 
nearby city. 

3. Production: The adviser worked with the owner on streamlining the manufacturing process with the 
ultimate goal of increasing production and sales. 

Expected Percent Increase in Sales: Opening the new facility in Razlog is expected to initially increase 
sales by 20% in the short term. 

PROJECT RESOURCES: 
Michael Shultz has extensive experience in General Management, New Business Development and Strategic 
Marketing in the apparel industry. He is the long term Vice President for Marketing with the Levi-Strauss 
Company, San Francisco, California. 

CLIENT COMMITMENT TO CHANGE 
INTERTEX has initiated the process of establishing a branch facility in the city ofRazlog, in order to 
increase production capacity and work force. 



Client: 
Volunteer Adviser: 
Counterpart: 
Area of Expertise: 
Assignment Dates: 
Program Manager: 

IMPACT REPORT 
PF Trud & Capital 
Robert Moorhead 
Ivan Obreshkov 
Portfolio Management 
July 14-August 4,1997 
Iolian Marinov 

PROJECT DESCRIPTION: 

C4 

Trud & Capital PLC Privatization Fund is a joint-stock company with 92,645 shareholders. Trud & Capital 
was created in 1996. The share capital of the privatization fund amounts to BGL 2,309,981,000 divided into 
2,309,981 non-privileged single-vote shares, with a face value ofBGL 1,000 each. 

The managers are actively seeking of ways to improve their knowledge of financial analysis and portfolio 
management. Trud & Capital has carefully selected the enterprises for which it will bid. Its short-term goal 
is to professionally prepare bids for maximum utilization of its capital. After completion of the privatization 
auction, the Fund will be actively involved in managing its portfolio including selling shares, assuming 
management and supervisory responsibilities in the companies, and looking for foreign partners. 

PROJECT OBJECTIVES: 
FLAG assistance was requested in developing a plan for restructuring the privatization firm into an 
investment company. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2: Number ofImproved Business Operations 
1. Organizational Structure: The Volunteer designed an organizational structure to support the future 

growth of the company. He developed job descriptions and consulted on proper mechanisms for 
compliance, underwriting and trading. 

2. Financial Analysis: The Volunteer developed new evaluation method and industry analysis processes 
for the company. 

3. Marketing: The Volunteer recommended ways to improve the presentation of the firm's capabilities 
and credentials, and demonstrated specific techniques of presenting them to prospective clients. Mr. 
Moorhead designed a new advertising and promotion brochure for the investment reports ofTrud and 
Capital's portfolio. 

PROJECT RESOURCES: 
Robert Moorhead is a consultant to emerging capital enterprises, in the private and public sectors. He is 
familiar with Polish and Slovakian securities market, and their economies. His experience includes Capital 
Markets Fund Investment, Common Stock Municipal Finance, Bonds Training, Institution Building, Public 
Administration Investment Banking, Municipal Bonds, National Investment Funds and Portfolio 
Management. He is a Chartered Financial Analyst and Registered Investment Adviser with the SEC. 

CLIENT COMMITMENT TO CHANGE: 
Trud & Capital plans to follow the advisor's recommendations in restructuring the firm as a holding and 
investment company. 
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IMPACT REPORT 
Association of Wood· Processors - Bansko 
Robert Kennedy 
Dimitar Gloushkov 
Furniture Industry: Associations 
August 5-6, 1997 
Vladimir Pavlov 

PROJECT DESCRIPTION: 

C5 

The project for strengthening the association of wood processors in Bansko was implemented as a 2 and a 
half days piggyback assignment. A seminar with the association was held the first day and a management 
board meeting was organized the next day followed by another visit to a similar association in Yakoruda and 
a membership meeting. 

PROJECT OBJECTIVES: 
The objectives of this assignment were: 
1.- To disseminate information on structure, funding, membership and areas of assistance of a large 

American association in the furniture business. 
2. To identify successful policies and practices that could be adapted to a Bulgarian context. 

CONTRIBUTION TO TARGETS 
Expected Contribution under IR 1.3.2b - "Business and Professional associations strengthened: 
1. Fund Raising: The advisor discussed with the organization members various methods of attracting and 

keeping fee-paying members and other fund raising techniques. For example, the idea of developing and 
selling the image of the region and doing joint marketing. 

2. Improved Services: The volunteers introduced several very detailed systems to the members such as: 
• joint marketing, 
• client sharing 
• quality standardization within the association 
• sales policies of associations 
• group purchases 

Expected Impact: 20% increase in membership 

PROJECT RESOURCES: 
Mr. Robert Kennedy is Chairman ofthe Business Products Industry Association and the National Office 
Products Association. Mr. Kennedy is also the President of the JSJ Corporation, which has $35 million in 
sales annually. In addition, Mr. Kennedy has served his community as a former city mayor. 

CLIENT COMMITMENT TO CHANGE: 
The two associations in Bansko and Yakoruda approved the ideas presented by the advisor. The association 
in Bansko will receive a sample documentation of Mr. Kennedy's association charter and by-laws to adapt 
locally. The idea of a joint participation at trade fairs was organized along with some promotional materials. 
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Program Manager: 

IMPACT REPORT 
DEVIN,Ltd. 
Nathan Sakolsky 
Vassfl Stoimenov 
International Marketing and Packaging 
August 12-29, 1997 
Iolian Marinov 

PROJECT DESCRIPTION: 

C6 

Devin Ltd. was established in 1992 and employs 52 people. Its main line of business is bottling mineral 
water. Devin Ltd. is equipped with new machines and equipment. The structure of the company is well run 
and operations are efficient. The capacity ofthe company is 36 000 bottles (1.5 liter) per day. The company 
has the resources to provide a quality product, but falls behind in its marketing operations. 

PROJECT OBJECTIVES: 
The objectives of this assignment were: 
1. To assist in identifying a Joint Venture foreign partner. 
2. To expand business linkages, export and new markets. 
3. New product development and distribution. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2: SMEs: Number oflmproved Business Operations and Percent 
Increase in Sales. 
1. Organizational Structure: The volunteer advised Devin Ltd. on organizational structure and assisted in 

the design of job descriptions and responsibilities for each department and employees. 
2. Product Packaging: The volunteer advised the client on packaging and label design geared to the 

international market. 
3. Production: Mr. Sakolsky recommended material and labor cost reductions in order to create more 

favorable production costs to improve company profitability. The V A made suggested a rearrangement 
of the process for the production of PET bottles. 

4. Marketing: The Volunteer developed a new advertising and promotion plans, and a new brand name. 
5. Sales: Mr. Sakolsky suggested ways to improve market share through the introductions of new products 

in areas where there are no competitors, and which can provide higher profit margins. He developed a 
system for monitoring sales by region, products and types of mineral water. 

Expected Percent Increase in Sales: 35%. 

PROJECT RESOURCES: 
Nathan Sakolsky is an innovative international marketing/packaging executive with expertise in developing 
programs for consumer beverages, alcohol and food products for the international markets. He is the 
Director for International Packaging with J. E. SEAGRAM & Sons, Inc. in New York. 

CLIENT COMMITMENT TO CHANGE: 
Devin Ltd. has initiated the process of new the recommended marketing approach and operational 
management. 
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Volunteer Adviser: 
Counterpart: 
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Assignment Dates: 
Program Manager: 

IMPACT REPORT 
Regional Association of Private Hotel and Restaurant Owners, Momchilovtsi 
Eugene Sullivan 
Dimiter Nedev 
Association Strengthening 
September 1-7, 1997 
Veslava Popova 

PROJECT DESCRIPTION: 

C7 

The Tourism Association in Momchilovtsi was established in 1995 and is an associated member of the UPHRO, the 
national Union of Private Hotel and Restaurant Owners. Its goal is to promote the economic development of the 
region with tourism as a major source of income for the local population. The Association has 24 members, of which 
15 private tourist businesses, totaling 250 beds in bed-and-breakfast inns. The members pay a monthly fee and 
support an office with one full-time employee. The employee coordinates tourist activities in the community. As a 
member of the UPHRO, Momchilovtsi was promoted in the brochure, called" Catalog of the First Members of the 
UPHRO in Bulgaria". The advertisement and the promotional activities of the association have led to an increase in 
the domestic and international visitors to Momchilovtsi. The positive impact from marketing efforts encouraged the 
leadership to further develop tourism in the region. 

PROJECT OBJECTIVES: 
The Association is in the process of establishing a tourist information and reservation center, and requested assistance 
in strategic planning and marketing. 
• The objectives of this assignment were: 
• T/A in joint strategic planning 
• Marketing and advertising 
• New product development (tour packages) 
• Training of individual members in Western hotel management practices. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2b, Indicator #7: Number ofImproved Services: 
1. Training programs for individual members in hotel services. The VA conducted a workshop to train the 

managers in daily upkeep and maintenance of hotels and restaurants, the upgrade and modernization of existing 
facilities to meet Western standards for category ratings. He recommended improvements in the hotel and food 
service, additional amenities to attract and hold western clientele such as satellite TV, telephones in each room, 
remodeling bathrooms, and some safety measures in the hotels. 

2. Marketing Plan: The VA assisted the client in developing a strategic marketing plan for sustainable tourism 
development. He recommended certain tools such as the creation of new, computerized reservation system, 
concentration of promotional monies on fewer foreign markets, i.e. Germany, France, and the UK. 

3. Promotional Materials: The VA provided assistance in improving the quality of the client's marketing 
brochure. He redesigned the layout of the existing brochure. 

4. Organizational Development: The volunteer recommended developing a program around which to attract 
members such as promoting the lobbying capacity of the association. Suggested program issues such as: 
increasing the number of flights to Sofia and Plovdiv; improved highway from Plovdiv to the region; developing 
direct tourist linkages with Greece. He advised the association to take a pro-active role with the government and 
the local authorities in improving the infrastructure. 

5. Association Strengthening: The volunteer advised the Association on different methods of building membership 
contributions, different fundraising alternatives, increasing the awareness of the membership on the cost saving 
benefits of doing joint promotion and acting as a unit for common economic benefit. The V A recommended 
increasing individual membership fees and funding activities through a 10% tax on accommodations. 

6. New Product Development: The VA worked with the client in developing a tour package as a new product. 

Expected Impact in PercentJncrease in fee-paying members 
Increased membership by 50% in one year. 



Increase of individual membership fees to cover marketing expenses. 

PROJECT RESOURCES: 
VA Eugene Sullivan has 25 years of experience in marketing and general management in the leisure industries. Mr. 
Sullivan is skilled in developing and delivering innovative programs and solutions in a rapidly changing environment, 
and the use marketing information in formulating strategic plans. He has worked as the Executive director of the 
Hong Kong Tourist Association and succeeded in doubling visitors' arrivals from 4.5 to 8.9 million, in six years. 

CLIENT COMMITMENT TO CHANGE: 
The client is committed to implement the new strategic plan of the association. Immediate improvements are 
underway pertaining to service quality, and hotel and restaurant daily maintenance. 



cii~nt: 
; 'V61unteer Adviser: 
,C~1interpart: 
'>',u0':, '< 

~~a o,f Expertise: 
~~!gnment Dates: 
~Qgram Manager: 

IMPACT REPORT 
Hotel Complex Makrelov 
Eugene Sullivan 
Ivan Makreloy 
Hotel Management 
September 8-10, 1997 
Veslava Popova 

PROJECT DESCRIPTION: 
The Hotel Makrelov, the biggest private hotel in Smolyan, opened in 1993 with a small loan 
from BAEF. The hotel is furnished in the Rhodopean cottage style with ensuite bathrooms, 
telephone and satellite TV. The hotel contains 21 guestrooms and 6 apartments, indoor and 
outdoor restaurants, specializing in Bulgarian national and Rhodopean cuisine. The client's 
long term goal is to expand the accommodation base and add on a separate parking lot, 
swimming pool and other amenities, as well as a family farm to supply organic food to the 
customers. He requested assistance in hotel management and business plan development. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2: SME: - Number ofImproved Business Operations 
1. Hotel management: The VA recommended improvements in the hotel and food service. He 

advised the client to employ staff with foreign language skills; to upgrade the bathrooms with 
separate shower facilities, and modernize bathroom fixtures; to move the lobby/registration area 
away from the restaurant; to upgrade the parking area and entrance area; to expand and diversify 
food menu; to immediately begin training programs for employees in hotel and food service. 

2. Business Plan: The VA assisted the client in determining short term and long term goals. 
First priority should be upgrading the facility and improving the hotel and the food service. 
He recommended staff training and increase of employee motivation through employee 
benefit programs. The VA assisted the client in rating the priorities for gradual expansion. 

3. New product development: The VA recommended an addition of package tours in the 
promotional brochure and assisted the client in highlighting the attractions to foreign 
visitors. 

Expected Percent Increase in Sales 

Forty percent (40%) in one year 
Expected Number of linkages established 
Anticipated: one business linkage with French andlor German travel agents in one year 

PROJECT RESOURCES: 
V A Eugene Sullivan has 25 years of experience in marketing and general management in the 
leisure industries. He is skilled in planning and delivering innovative programs and solutions in 
rapidly changing environment, and the use of marketing information in formulating strategic 
plans. He worked as the Executive director ofthe Hong Kong Tourist Association and 
succeeded in doubling visitors' arrivals from 4.5 to 8.9 million, in six years. 

CLIENT COMMITMENT TO CHANGE: 
The client is committed to adopt the revised strategic plan as a result of the VA intervention. 
Immediate improvements are underway pertaining to service quality, hotel and restaurant daily 
maintenance. 
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IMPACT REPORT 
Saura, Ltd. 
Eugeue Sullivau 
NedkoPashamov 
Feasibility Study 
September 11-14, 1997 
Veslava Popova 

PROJECT DESCRIPTION: 

(:9 

SANRA is a wood-processing company, started in 1991. Since then it has been developing 
steadily as a furniture manufacturer, and is planning to start a new business venture in tourism. 
The owner of the company, Mr. Nedko Pashamov has a large house, which he plans to convert 
to an inn plus a restaurant and a bar. Additionally, he has a property in the village ofZmeitsa, 
which is a very scenic location and a tourist attraction. He requested FLAG assistance for a 
feasibility study and an assessment of the client's potential in the tourism business. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2: SME: Number ofImproved business operations 
1. Feasibility Study: The VA performed a feasibility study for the construction of a family hotel in 

Smolyan with a tour to Zmeitsa. The potential for developing tourism is excellent and the client 
was given concrete recommendations in the architectural design of the buildings, which the V A 
observed elsewhere in Smolyan. The VA provided the client with a list of requirements for hotel 
design, construction, bed-and-breakfast management, and foodservice that meets international 
standards. Due to the unforeseen increased costs highlighted in the study, the advisor recommended 
a delay in the investment project. Meanwhile the client was advised to join the private tourism 
association in Smolyan and participate in the management training programs. 

PROJECT RESOURCES: 
V A Eugene Sullivan has 25 years of experience in marketing and general management in the 
leisure industries. He is skilled in planning and delivering innovative programs and solutions in 
a rapidly changing environment, and the use marketing information in formulating strategic 
plans. He worked as the Executive director of the Hong Kong Tourist Association and 
succeeded in doubling visitor's arrivals from 4.5 to 8.9 million, in six years. 

CLIENT COMMITMENT TO CHANGE: 
The client has decided to postpone his investment decision. He plans to request follow-up 
assistance for business plan development after modifying the architectural design of the facility. 
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IMPACT REPORT 
Association of Tourism, Bansko (ATBB) 
Eugene SUllivan 
Yanka Rahova 
Association Structuring 
September 15-19, 1997 
Veslava Popova 

PROJECT DESCRIPTION: 

CIO 

The Association of Tourism Business in Bansko (ATBB) was fonned as an outgrowth of the regional 
branch of the Union of Private Hotel and Restaurant Owners (UPHRO). Membership in UPHRO is 
limited to private hotels and restaurants. The new association incorporates all tourism-related private 
businesses in the Bansko area. ATBB is an associate member of the Regional Tourism Council, in 
Bansko, which is affiliated with the Committee of Tourism. The goal of ATBB is to promote 
international standards of tourism in the region. Bansko has built a reputation as a primary winter 
resort, which attracts many Bulgarian and foreign visitors. However, the members realize there are 
tremendous opportunities for Eco- and cultural tourism, which have been untapped. 

PROJECT OBJECTIVES: 
ATBB requested FLAG assistance in strategic planning, association structuring and management, 
product diversification and marketing. 

CONTRIBUTION TO TARGETS; 
Expected Impact under IR 1.3.2. B.: - Number of Improved/New services 
1. Strategic planning: The VA provided the client with a methodology to increase the membership of 

the association. He assessed progress to date and assisted the client in fonnulating the goals and the 
objectives of the association. The VA shared his experience in managing tourism associations and 
helped the client see some common mistakes most newly emerging associations make in 
fonnulating their mission and goals. For instance, the ATBB had a wrong perception of their role in 
correcting the unfair competition practices and how they should effectively lobby the government 
for policy changes. 

2. Association Structuring and Management: The VA provided the client with a methodology to 
increase the members of the association, how to activate the membership and utilize its potential 
resources. He also provided different fund-raising alternatives and different membership 
contribution structures. 

E'ij>ected Increase in fee-paying members 
",.,,'"'''''' <' , 

50% within six months; 
100% within one year. 

PROJECT RESOURCES: 
V A Eugene Sullivan has 25 years of experience in marketing and general management in the 
leisure industries. He is skilled in planning and delivering innovative programs and solutions in 
a rapidly changing environment, and how to use marketing information in formulating strategic 
plans. He worked as the Executive director of the Hong Kong Tourist Association and 
succeeded in doubling visitors from 4.5 to 8.9 million, in six years. 

CLIENT COMMITMENT TO CHANGE: 
The client is firmly committed to implement the recommended structural changes and further 
develop the proposed fund-raising programs. 
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IMPACT REPORT 
ITLTours 
Marilyn and James Reese 
VioletaPetkova 
Marketing and New Product Development 
September 18-25; September 29 t() October 5, 1997 
VeslavaPopova 

PROJECT DESCRIPTION: 

Cll 

ITL TOURS is a division of ITL CONSULT Holding. The company specializes in cultural tourism. 
They are developing a tour package in the Shoumen Plateau, which emphasizes the lifestyle, history, 
and traditions of the region. The history of the area dates back to prehistoric times, and includes early 
settlements of the Proto-Bulgarian era, and the foundation of the First Bulgarian Kingdom. 

PROJECT DESCRIPTION: 
The company wishes to package the variety of cultural sites into a professionally organized in a tour 
package and market the package to potential customers. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2. : SME: Number of Improved Business Operations 
1. New Product Development: VA Marilyn Reese assisted the client in developing a specialized tour 

package in the targeted region. They emphasized main attractions from the standpoint of Western 
tourists' demand and expectations. She advised them to develop several product packages for 
different target groups, depending on the customers' nationality, age, and other demographic 
factors. The V A streamlined the existing tour package and developed add-on alternative products 
for different markets. 

2. Market Research: VA James Reese instructed the client in the methodology of market research, 
and demonstrated how it can be applied in their case. A part of the project was devoted to analyze 
the strength and weaknesses of their competition, as well as establishing a market niche. He worked 
with the company in developing a marketing plan, based on the market research performed. The 
VA advised them on promotional strategy and the best market channels to reach their ultimate 
customer. 

3. Business Plan: VA Marilyn Reese also assisted the company in preparing a business plan, and to 
formulate its mission, goals and objectives. 

Expected Impact under IR 1.3.2. : Linkages 
Anticipate 2 business linkages with international tour operators within one year 

Expected Impact under IR 1.3.2. : Percent Increase in Sales 
Anticipated 70% increase in sales within one year 

PROJECT RESOURCES: 
V A James and Marilyn Reese have extensive experience in the travel business. Marilyn Reese 
has been a sales manager, and organized specialty group tours for Travel Agents International. 
She is very experienced in Eastern Europe, and has done several CDC volunteer projects in 
Russia, Hungary, Romania, and Siberia. James Reese specializes in department store 
merchandising and marketing and has accumulated experience in the travel business as well. 

CLIENT COMMITMENT TO CHANGE; 
The client is very committed to continue with the business plan and adopt the recommended 
adjustments in their product line. 
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Program Manager: 

IMPACT REPORT 
ITL Consult, Holding 
Marilyn and James Reese 
Violeta Petkova 
Tourism Training 
September 26-28,1997 
Veslava Popova 

PROJECT DESCRIPTION: 

C12 

ITL CONSULT Holding is a consulting company, which has three other subdivisions, specializing in 
advertising, tourism and trade. They provide consulting services in the Pleven area, organize training 
courses in general management, marketing, advertising, and language training. Tourism will be one of 
their main areas of focus in the future. The client requested FLAG assistance in training for the local 
tourist businesses in the Shoumen region. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2.A. Consulting Firms - Number of Improved Services 
1. Curriculum Development: VA Marilyn Reese assisted the client in organizing a training seminar 

in tourism management. They worked with the client in developing the presentation, entitled 
"Alternatives in Tourism". They conducted the seminar with the Bulgarian consultants on the 
topics of tourist business planning and management. Their presentation focused on the assets the 
local community has to develop tourism, and international standards for quality and service. The 
advisors provided the client with a methodology for conducting training seminars, and donated 
extensive materials on tourism to be used in subsequent workshops. 

Expected Impact under IR 1.3.2. A.: Percent increase in clients 
Anticipate 65% increase in clients within one year 

PROJECT RESOURCES: 
VA James and Marilyn Reese have extensive experience in the travel business. Marilyn Reese 
has been a sales manager, and organizes specialty group tours for Travel Agents International. 
She is very experienced in Eastern Europe, and has successfully completed several CDC 
projects in Russia, Hungary, Romania, and Siberia. James Reese specializes in department store 
merchandising and marketing and has accumulated experience in the travel business as well. 

CLIENT COMMITMENT TO CHANGE: 
The client is very committed to adopt the training module, and requested further FLAG 
assistance in organizing and conducting management training for their clients. 
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IMPACT REPORT 
ETUmlenski 
Bill Kllponen 
Alexander Umlenski 
Business Plan Development 
September 22-0ctober 21,1997 
Veslava Popova 

PROJECT DESCRIPTION: 

C13 

ET UMLENSKI is an engineering and machine-building company in the paper processing 
industry. The company custom design and construct equipment for food packaging, printing! 
publishing machines, and fax paper. The owner/manager is an engineer, who worked for a state­
owned company, manufacturing similar equipment. He started his own business in 1992, which 
has been growing steadily. Currently he has a small factory in a rented facility, which is too 
small for the size of his growing business. 

PROJECT OBJECTIVES: 
The client requested FLAG assistance in developing a business plan for their new investment 
project, a much bigger facility near Kyustendil. 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2. : SME: Number ofImproved Business Operations 
1. Business Plan Development: The VA prepared a business plan for the completion of the 

investment project. In addition, he identified several financing alternatives for the client. 
The client plans to continue internally financing his expansion by reinvesting the profits 
from the machine sales, and gradually replacing the old plant equipment. The other 
alternative is to find outside sources of capital, either borrowing from a bank, or attracting 
venture capital. The V A helped the client in formulating his mission and goals, refining his 
financial statements, and provided an outline of a well-developed business plan in the 
client's area of specialty. 

2. Marketing Strategy: The V A developed a market research program and an export 
marketing plan for the client's expanded business. He identified several investment and 
export market opportunities and outlined a strategy for securing them. 

Expected Impact under IR 1.3.2. SMEs: Linkages 
• Anticipated 2 business linkage within one year 

• export sales to Israel 
• equipment leasing or equity investment 

~~~eted Impact under IR 1.3.2: SMEs: Percent Increase in Sales 
• Anticipated growth of sales - 50% within one year 

PROJECT RESOURCES: 
V A Bill Kilponen has 25 years experience as a mechanical engineer. He was the Manager for 
Design Engineering for an integrated pulp and paper manufacturer, Mead Publishing Paper 
Company. Since 1996, Bill has been an international consultant and trainer for the paper mill 
industry, including a government-owned paper mill in Poland. 

CLIENT COMMITMENT TO CHANGE: 
The client is committed to continue with the business plan and will work with the VA in 
establishing trade contacts for export sales. 
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IMPACT REPORT 
Retrouyut 
Bill Kilponen 
Sonya Georgieva 
Strategic Planning and General Counsel 
September 29-0ctober 12, 1997 
Vladimir Pavlov 

PROJECT DESCRIPTION: 
Retrouyut is an upholstered furniture manufacturer in Yambo!. The company does 
approximately $500,000 in sales annually. Retrouyut is owned and managed by Mrs. Sonya 
Georgieva, a former director of a state owned furniture company. 

PROJECT OBJECTIVES: 
FLAG assistance was requested in the areas of marketing and general management. 
Specifically: 

• Strategic planning. 
• Advertising and marketing 
• Product development 
• Financial planning purchase/privatization of additional facilities 

CONTRIBUTION TO TARGETS: 
Expected Impact under IR 1.3.2: SMEs: Number ofImproved Business Operations 
Marketing: The VA advised the client on the type, design of acceptable products for the 
Russian market as well as the structure ofthe Russian market. He recommended different pine 
solid wood details that may be sold in do-it-yourself shops versus ready-made furniture. 
1. Product Improvement: The VA suggested techniques to manufacture better quality 

furniture. In addition, the advisor recommended new finishing products and lacquers to 
make the end product more attractive. 

2. Pricing: The VA advised on various pricing levels, trade margins, and drew parallels to 
available price information from US industries. 

3. Advertising: The VA helped to identify the differential advantages of furniture for Eastern 
markets. The degree of reliability resulting from quality materials was emphasized. 

4. Financial planning: A financial plan taking into account the expenses arising from the 
privatization of a state-owned company was started. The volunteer produced pricing and 
break even analysis based on a new market strategy. 

5. Strategic business planning: An export plan was developed and initiated. The Volunteer 
assisted the client with specific planning to prevent the risks associated with exporting and 
which reflects an understanding foreign trade precepts and pricing policies. 

Expected Percent Increase in Sales: 30% 

PROJECT RESOURCES: 
George Butler has been the President, C.E.O. and Treasurer of a family owned furniture 
business engaged in retail and commercial sales for 35 years. In addition he has also been an 
adjunct professor for the School of Business Administration, Portland State University. He 
spent I year in Russia launching the Russian American Business Centre for the Novgorod 
Region. 

CLIENT COMMITMENT TO CHANGE: 



The client has begun to implement the changes for improvement suggested by the advisor 
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DESCRIPTION: 

Apparel Manufacturers (SMES) -Bourgas 
Paul Kirschner . 
Export Marketing in the Apparel Industry 
July 7, 1997 
Daniella Bozhinova 

CIS 

As an adjunct to his work on the Apparel Survey, the above project was designed as a pilot 
training session for apparel manufacturers interested in exporting. The project resulted from the 
Apparel Survey conducted at the request ofthe FLAG Consortium. During the research 
provided by the survey team, in which this advisor participated, it was determined that the 
apparel industry, traditionally an export-oriented component of the Bulgarian economy, 
displayed a great need for information on sales and marketing skills on the individual firm level. 
A group of 6 apparel manufacturers from the Bourgas area attended the workshop. The group 
was comprised of small and medium sized firms, 2 of who export to Russia and Macedonia. 

OBJECTIVES: 
The objectives of this piggyback were to provide basic information on export marketing, 
mechanics and skills. 
• For most of the attending companies the impact was educational- they obtained a better 

understanding of when and how to plan for export, the basics of an export business plan, and 
how to access agentslbuyers of garments. 

• The attendees representing exporting companies received information about the specifics of 
selling to importers/distributors/chain stores/ retails stores, as well as the requirements of the 
international conventions on apparel. Cut-make-trim for big buyers was a topic of high 
interest at the seminar. 

In general the seminar assisted firms, not currently involved in exporting their production, in 
defining realistic and attainable goals in relation to exports and that to "focus on one geographic 
area or country at a time" should be their leading export principle. 

PROJECT RESOURCES: 

V A Paul Kirschner has extensive experience in managing apparel manufacturing companies in 
the US. He has owned a sportswear company and held senior level positions, especially import 
related, in Shari love Fashions Inc. In addition, he has been involved in training and consulting 
activities for the apparel industry in Central and South America, the Middle East and CEE. 
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STATUS REPORT 
FLAG Consortium 
Mark Kweller and Paul Kirscllner 
NIBA Consult, OOD , •• '. " . 
Survey of tile Furniture Industry 
July 2-25 and July 23-August 8, 1997 
Vladimir Pavlov " 

PROJECT DESCRIPTION: 

C16 

The Steering Committee ofthe FLAG Consortium requested CDC to conduct a survey on the 
Furniture Industry in Bulgaria. The survey is comprised of 10 chapters on recent history, 
structure, outputs, raw materials, technologies, personnel, management, statistics (including 300 
companies), as well as recommendations for FLAG assistance. 

PROJECT OBJECTIVES: 
The objectives of the survey were: 
• Assess the potential of the furniture industry: development, current market position, 

business environment opportunities and threats; 
• Identify and interview a sufficient number of private furniture companies to establish 

baseline criteria and guidelines to be observed by the FLAG committees when screening and 
designing interventions for furniture companies; 

• Assess furniture companies needs for technical assistance to use in the development of a 
FLAG strategy for providing assistance to private furniture companies; 

• Identify opportunities for FLAG interventions meeting FLAG impact targets. 

CONTRIBUTION TO TARGETS 
Expected impact under IR 1.3.2 and 1.3.2a and b: SMEs, Consulting Firms Strengthened, 
and Associations Strengthened: 
Based on the survey findings, a FLAG assistance plan was proposed for U.S. technical 
assistance. Impacts will be generated through: a) FLAG technical assistance to private SMEs, 
b) identifying and working with associations in the Apparel Industry and helping them expand 
and improve their services, and c) teaming Bulgarian consultants with US volunteer experts to 
collect baseline data, assess industry potential, and build a base of information from which to 
develop specialties in the subsectors. 

PROJECT RESOURCES: 
Mark Kweller is an owner/operator of three Ethan Allen Gallery stores. Additionally, Mr. 
Kweller has been a member of the Board of Directors of the National Home Furnishing 
Association for over 8 years. The advisor conducted on-site visits with Bulgarian Furniture 
manufacturers to identify their operational problems and technical assistance needs. Based on 
his observations, Mr. Kweller prepared a final draft of the report in cooperation with the 
Bulgarian Consulting firm, NIBA. 

Robert Kennedy created a furniture company with $35 million in annual sales. His company is 
the primary supplier to Boeing Aircraft, Texas Instrument and several hundred office furniture 
dealers. He has served as chairman to the National Office Products Association and the 
Business Office Products Association. Additionally, Bob has served his community as a former 
city mayor. Mr. Kennedy was the reviewer and tester ofthe survey data. 



He presented the results of the study in a public forum on August 1. After his presentation, Mr. 
Kennedy consulted with two Bulgarian furniture associations and organized 3 seminars as a 
piggyback assignment for the private sector. 
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1. EXECUTIVE SUMMARY 

The apparel industry in Bulgaria was well developed under the 
socialistic system with a strong production infrastructure including garment 
facilities and a strong pool of qualified technical managers. Personnel at all 
levels are generally available with the exception of the marketing area where 
sales experience and market knowledge are almost non-existent within the 
production companies. 

Garment manufacturing industry in Bulgaria can be characterized as 
requiring relatively low levels of capitalization, being labor intensive, export 
oriented, and involving a large number of new private entrepreneurial 
ventures. 

The industry is currently suffering from a tremendous decline in market 
size. This is based on loss of the Russian and Eastern markets served under 
the planned economy and the loss of consumer buying power. 

Significant opportunities exist for increased export sales based on 
technical skills, quality and especially on low labor costs. Bulgaria would 
appear to be well positioned to supply Western European and US markets. 
From a marketing standpoint the Bulgarian apparel industry displays an 
almost total lack of sales and marketing skills in comparison to the rest of the 
global exporting countries. 

The data in this survey reveals an increase in the exports to Germany, 
Belgium, UK and the USA. Although Bulgarian apparel exports to the US and 
EU market have risen in absolute terms, the amount exported is extremely 
small in terms of the potential market. This points out the need of development 
of much stronger marketing infrastructure and sales effort to reach a greater 
share of these markets. 

At this time export sales seem to be organized primarily by key export 
marketing agents from former state agencies who now have become 
independent sales agents representing the apparel business through existing 
contacts with retailers and wholesalers throughout Western Europe and in 
some cases the US. Most successful global exporters find that having import . 
agents, representatives. or import distributors in the importing country is the 
best way to build long term distribution. 

Bulgaria has achieved considerable success in increasing trade with 
GECD (Organization of Economic Cooperation and Development) bVf?r the 
last 6 years. Within GECD the most important Bulgarian trade partners are the 
EU member countries Germany, Greece, Italy, France and the UK. 

The apparel industry is one of the oldest sub-sectors of the light 
industry in the country and its relative share in the whole industry has been 
decreasing from 4.0% in 1948 to 1.2% in 1996. According to the National 
Statistics Institute there are 202 apparel in the . , and 
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147 in the private sector. By the end of 1998 all public sector companies are 
expected to become private. 

Because of the decrease in the production approximately 26 thousand 
people were discharged during the period 1992-1995 which acc·ounts for 24% 
of all people employed in the apparel industry. The increased support for the 
development of the private sector in the apparel industry offers opportunities 
for adding to the volume of production for domestic and export sales and 
rehiring those who are unemployed. 

The available production capacities of textile, knitwear and ready-to­
wear clothes can meet the demand of the domestic market and allow for an 
estimated 70-75% production to be exported. This can permit further 
penetration into the European and US markets and repositioning into the 
former USSR markets. 

According to Peter Antov, Chief Expert at the Privatization Agency, in 
1996 the production was as follows: children's wear comprises 4.2 million 
items, women's wear 2.9 million items and men's wear 9.5 million items plus 
2.1 million items of workwear and more than 2 million items of bed linen were 
produced. The greatest decrease from 1995 was in the production of 
children's, teenager's and babies' outerwear and the smallest in the 
production of women's outerwear. 

Most apparel industry companies are adequately equipped for all 
stages of apparel production including: pattern making, cutting, sewing, 
finishing and pressing. The basic equipment used is at an acceptable level. 
More than 45% of the sewing machines meet all competitive requirements of 
the foreign markets and 30% of the other machines almost meet the 
international standards. 

Bulgarian apparel products have traditionally been of high quality and 
very acceptable in both the domestic and more advanced export markets. 
Most export volume is being produced on a C-M-T (cut, make and trim) basis. 
On branded merchandise the current depressed condition of the domestic 
market along with the considerable costs of developing and marketing a 
labeled brand internationally serve as a limit in their production. 

The apparel industry is one of the most export-oriented branches of 
the Bulgarian economy. At the moment about 70% of the total apparel 
industry production, including about 90% of the ready-made clothes of 
outerwear and about 60-65% of the "light type" (mainly shirts) is exported. 
The greater part of the production is exported to the "expensive" markets in 
Germany, France, Belgium, and the Scandinavian countries. Italy, the USA 
and Canada. A smaller part of the production is exported to Greece. Turkey 
and Macedonia and the former USSR republics. 

Although the increase in apparel since 1992 of $174.7 million USD to 
1995 of S239.7 million USD. the imports of apparel in 1995 was $25.3 million 
lJSn . 
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of the total import of clothes, which poses difficulties to Bulgarian apparel 
producers on the domestic market. 

.. 
Bulgarian apparel producers use both domestic and imported raw 

materials. A large number of foreign importers will furnish their own material 
and contract only for CMT. In view of this the apparel industry expends 38.4% 
in materials vs 68.1 % for total industry as a whole. Apparel industry salaries of 
33.1 % vs total industry salaries' of 11.8%. The average salary in the apparel 
industry is considerably lower than that in the other industries and that 
tendency continues. 

The main centers of the apparel industry are Sofia, Plovdiv, Varna, 
Vidin, Pleven, Rousse, Gabrovo, Veliko, Tarnovo, Karnobat, Panagjurishte 
and others. As the industry is geographically located throughout Bulgaria, 
employment needs in the industry tends to be important in the support of the 
economies of a broad number of local communities. 

THE STRENGTHS AND WEAKNESSES OF THE APPAREL INDUSTRY 

Financial Input: In 1994 the private sector of the apparel industry 
created a profit that contributed 61% to the total apparel industry. This is an 
indication that support to help improve the apparel sector is of prime 
importance to the overall Bulgarian economy. 

Advantages: Infrastucture, Quality, Raw Material Availability, Open 
Production, Low Labor Cost, and low shipping costs to Europe. 

Weaknesses: Fewer Customers, Lack of Certain Raw Materials, Few 
Capital Sources, Little Marketing Knowledge, and Slow Privitization. 

APPAREL TRADE ASSOCIA TlONS 

The Chamber of the Apparel Industry has eighteen of the big 
companies as their prime members and the Branch Chamber of Fashion 
members are designers and a number are apparel company owners. Neither 
of these associations are focused enough to represent the general apparel 
industry in Bulgaria. A valuable contribution to the growth of the apparel 
industry could be made if a government or quasi government body could be 
developed with the mission of providing support services that benefit 
members in much the same way as the American Apparel Manufacturers 
Association in the US. 

RECOMMENDA TlONS FOR FLAG ASSISTANCE 

Industry Level - Provide assistance and consultation to the Government 
in building an appropriate environment to support a market driven by private 
companies producing apparel. 

Trade Association Level - Provide assistance and consultation to 
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Individual Firm Level - FLAG programs and resources in the fonT) of voluntary 
assignments, training seminars, US study tours and business linkage services 
to assist the small and mid-size companies. This would be in the marketing, 
financial, and technical assistance areas. In a recent CDC advisor survey it 
was perceived that of 12 apparel companies contacted, 8 had a marketing 
need and 6 had financial planning and management control needs. 

CDC CONCLUSIONS 

CDC Survey conclusions are that the apparel sector with its low labor 
costs, labor intensive nature for increasing employment, excellent export 
potential, obtaining additional hard currency, geographic labor distribution 
throughout Bulgaria, and solid growth potential would appear to be an ideal 
candidate for ROI (return on investment) for FLAG assistance. 

2. MACRO-ECONOMIC ENVIRONMENT IN BULGARIA 

Bulgaria has been in transition to a market economy since 1989. 
However, in contrast to some other post-communist countries the Bulgarian 
transition turned out to be considerably more difficult. This is true particularly 
for the last two years. While 1995 was considered to be relatively successful, 
the following 1996 and the first 2 months of 1997 were extremely difficult for 
the Bulgarian economy which suffered political and economic crises. The 
economic crisis is related to: difficulties of meeting external debt payments; 
the increase in internal debt; high inflation (above 310% for 1996 - Table 1); 
rapid devaluation of the Bulgarian lev in relation to the US dollar and the 
German mark (Table 2), the negative growth rate of the Gross Domestic 
Product (GOP), etc. The reasons for these negative results include slow 
structural reforms, such as cash privatization, liquidation of the state 
companies operating at a loss, accumulated obligations concerning external 
debt payments, and others. 

Table 1 

Year % 

1991 573.7 

1992 179.5 

1993 163.9 

1994 221.9 

1995 132.9 

1996 310.8 

Annual inflation rate for the period 1991 - 1996 

400 

200 

Annual inflation rate 

179.5 

163.9 

310,8 

o +-----+-----+-----+-----+---~ 
1991 1992 1993 1994 1995 1996 

/-+-- inflation rate I 
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Average annual exchange rates (according to SNS's rate) 

Table 2 

Year BGUUSD 

1991 18.82 

1992 23.34 

1993 27.65 

1994 54.25 

BGUDM 

11.34 

14.94 

16.72 

33.43 

Average annual exchange rates 
(according to BCB 's rate): 

200 ,----------------, 

150 

100 

50 18.82 23.34 

o 
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177.86 

117.55 

1995 67.17 46.90 1991 1992 1993 1994 1995 1996 

1996 177.86 117.55 1-+-lv/dOliar -*-Iv/DM I 

The two most rational ways for stabilizing the Bulgarian economy are 
the introduction of a Currency Board. This will bind the Bulgarian lev to a hard 
currency (most probably the German mark), a measure recommended by the 
IMF, and accelerated privatization to complete the shift to private ownership 
by the end of 1998. The results of the elections conducted in April this year 
and the commitment demonstrated so far by the new Government give hope 
for a gradual recovery from the crisis. 

At the start of the economic reform in 1991 the share of the private 
sector in GDP was 6.4 per cent, while at the end of 1996 the private business 
sector was contributing more than 50 per cent of the GDP. In spite of the very 
tight economic situation in 1996, the Bulgarian economy managed to produce 
a trade surplus of $200 mil. which is expected to further increase in 1997. 

Services 34 

1995 GOP by sectors in % 

Agriculture & Forestry 14 

Transport & Communications 6 

Construction 5 

Industry 29 

From a position of great dependence on the former Soviet Union's 
markets Bulgaria has ~chieved considerable success in increasing trade with 
OECD (Organization for Economic Cooperation and Development) countries 
over the last 6 years. Within OEeD the most important Bulgarian trade 
partners are the EU members Germany, Greece. . France and the UK. 
Thic:: 
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the EU, which will result in duty reduction of up to 86% on various 
commodities. 

After showing a cautious interest during the initial. stage of the 
economic reforms an increasing number of blue-chip companies have 
discovered the potential of Bulgaria as an investment location. Big 
corporations like ABB, Cable and Wireless, Daewoo, ING Bank, Kraft Jacobs 
Suchard, Nestle, Shell and many others have set up business activities in the 
country transferring fresh capital, new technology, and know-how and thus 
creating employment opportunities. 

Foreign investments doubled in 1996 compared to 1995 and 
reinvestment by foreign companies was $20 mill. This level is expected to rise 
significantly in 1997 as existing investors such as American Standard, further 
increase their commitment to Bulgaria. 

Foreign investment in Industry accounts for the largest share of total 
investment reflecting Bulgaria's traditional strengths in this sector. 

Germany is the largest foreign investor in Bulgaria. The total amount 
invested to date by German companies is $232 million. In 1996 the 
Netherlands ranked first with a total of $46 mil. The third largest investor is the 
UK with $62 mil. 

The Bulgarian legal and fiscal framework are undergoing continuous 
improvement in order to provide more attractive conditions for foreign 
investors. 

3. DEVELOPMENT OF THE APPAREL INDUSTRY 

3.1. HISTORICAL BACKGROUND OF BULGARIAN APPAREL 

INDUSTRY 

Before the political and economic changes in 1990, the state-owned 
apparel companies were structured under the umbrella of several main 
"economic unions" among which the most well-known are Rila, Ruen and 
Valentina. Rila united companies in the sewn garments sector, while Ruen 
was the structure to which the knitwear producers belonged. Valentina 
Economic Union specialized in luxury clothing. .~ . 

. ~. 
The state companies under these unions used to function· as their 

manufacturing subsidiaries only. The unions were patterned after the large 
European apparel producers with the purpose to be competitive on the export 
markets. The internal contradiction however was that they functioned in a 
planned economy and were practically monopolists as far as the domestic 
market was concerned. The former economic unions could in fact be viewed 
as the centralized bodies for the Marketing, Product development, and 
Investment strategies of all the ~ in their Under this 
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structure all contacts for export markets were made through foreign trade 
organizations operating under the direct supervision of the relevant ministries 
of Trade and/or Industry. 

The unions' financial resources were gathered in two main ways: 
primarily from the incomes of the subsidiary companies and partially from 
state budget centralized funds. Within the unions there were Research and 
Development Departments that serviced all the enterprises in their systems. 
For example, the Rila Union had the Institute of Apparel and Textile and its 
own Research Department servicing its companies. The economic unions 
also played the role of the companies' Marketing and Planning departments. 
The enterprises submitted for the unions' approval their annual production 
plans, which were also coordinated with the State Planning Committee. Thus, 
the state apparel producers functioned primarily as manufacturing units with 
no independence and stimulus for production efficiency. With the conversion 
to a market economy these structures were decentralised and their 
subsidiaries - the state apparel companies were transformed to independently 
operating business units. In at least one case (Ruen) the economic union 
headquarters itself privatized and is now a joint stock company focusing on 
export trade in the knitwear area. Other economic unions virtually no longer 
exist. 

3.2. RELA TIVE SHARE OF THE APPAREL INDUSTRY IN THE 
BULGARIAN INDUSTRY 

The apparel industry is one of the oldest sub-sectors of light industry in 
the country. Its relative share in the whole Industry constantly decreases. This 
movement is shown in table 3. 

Table 3 

Relative share of the Textile and Apparel Industry output in the total 

industrial output in Bulgaria 
== ~ ~.r$.'~,~ ~~~~~ ~~~~ftl~~ 

~.;J~ :#;:1.939}, -:,.Ji19.48;r, . 

100% 100% 100% 100% 100% 

14.3% 5.6% 6.0% 3.9% 19 .8% I----=.-:.:::~I__=:..:...::...jf---=---:~f----'--i 
A 4.0% 2.2% 2.7% 1.2% 

With the development of the new industries during the 1960's, su'ch as 
Metallurgy, Machine building, Electrical and electronic, Chemical,et9,., the 
relative share of the Apparel industry in the total industrial output has 
decreased to 2.2% in 1985. The further decrease to 1.2% in 1996 is a result of 
the loss of some traditional markets of the former Soviet Union, the difficulties 
in paying the big credits for buying new equipment during the economic crisis 
of the1980, the uncontrolled imports of Apparel goods with lower prices and 
quality, and the decreased buying power of the population in the country. 
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3.3. COMPANIES IN THE APPAREL INDUSTRY BY TYPE OF 

OWNERSHIP 

CDC 

According to the National Statistics Institute (Corporate Finances, 
1996) there is a total of 349 apparel producers in Bulgaria; 202 companies are 
in the public sector (state-owned, municipal, and co-operatives) of which 71 
were state-owned. The official data available states those 147 companies are 
privately owned. 

Total Public Sector Private Sector 
349 202 147 

Since state and private ownership is fairly clear (see Section 7) the only 
kind of ownership status that requires some explanation is that of the co­
operatives, or Labor Producing Co-operatives (LPC's). 

LPC's are small and medium enterprises registered under the 
Cooperative Act and typically employ 100-200 people and are governed by a 
General Assembly and a Managing Board. All employees (current and 
former) have the right to own a share of the enterprise based on the number 
of years served. The main difference between LPC's and a regular Joint Stock 
Company is that the shareholders vote based on the number of shares they 
own while the co-operative members have the right to one vote per member. 
The LPC's could be considered private in the sense that they do not use any 
state budget subsidies. There are over 300 LPC's in Bulgaria of which 40% 
(120) are specialized in the production of ready-made and knitwear clothes, 
and are among the main Bulgarian producers of babies' and children's ready­
made clothes. The co-operatives also produce bed linen, workwear and other 
clothing items. Some of the LPC's have diversified business activities that 
include sewing services, furniture 
production and other products. Graph 3 

Another way of looking at the 
number of apparel producers is the 
accounting data. According to available 
statistics over 140 apparel companies 
practise double-entry bookkeeping, i.e. 
they account for over 40% from the total 
number of companies in the apparel 
industry. Moreover, there are also many 
smaller firms, which practise Single-entry 

42,9% 

57,1% 

10 Public sector 0 Private sector I 
accounting. .~ 

(A ccording to the Law on Accounting single-entry accounting can be 
practised by companies with up to 10 workers and revenues of up to 3 million 
leva for the previous year). 

This data gives only a general outline of the number of apparel 
producers in Bulgaria as some private start-up companies often change their 
business priorities. It should also be noted that during the last few years a 
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great number of companies that produced fabrics began to produce apparel 
in order to complete the production cycle and increase their sales volume. 

Privately owned apparel companies can be split in two main 
categories: 

1. Start-up private companies registered after 1989 
2. Former state/municipal companies which have been privatized 

through mass privatization or cash privatization. (See Section 7) 

The process of privatization leads to a rapid increase in the share of 
private companies in the industry. By the end of 1998 all companies in the 
sector are expected to become private and hopes are that in 1997 the 
privatization process will be completed for a majority of enterprises. 

3.4. PRODUCTION 

The change from a planned economy greatly influenced the entire 
Bulgarian industry including apparel manufacturing. The production of the 
sector was primarily directed to export of ready-made clothes. Since 1990 
apparel production rapidly decreased due to the loss of both the traditional 
international markets and the domestic one. Production volume decreased 
approximately one third in 1993 compared to 1989. 

Table 4 shows the index numbers of industrial output of the industry as 
a whole and of the apparel industry for the period 1992 -1995. The OLitput for 
1990 is the base i.e. 100. The index numbers of industrial output are 
computed at preceding year prices. The indices are calculated on the base of 
comparable volumes of indicators and are connected with preceding year on 
a chain basis. 

Table 4 
,'. ..' 

Sector 1992 '1993 
- . 

... .... , . 

The whole industry 65.4 58.3 63.2 66.4 105.0 

Apparel industry 73.7 62.2 74.7 63.3 84.8 

In 1993 the industrial output of the apparel industry decreased in 
comparison to 1992. In 1994 there was an increase in output compared to the 
preceding year. This increase was due to the export of services delivered by 
apparel industry companies to foreign customers - mainly work done with 
materials supplied by the customer (CMT). However, in 1995 the 'output 
decreased. This tendency continued during the first half of 1996 as well. 
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Table 5 and Table 5.1 show the data of the output in million Iv. and in 
million dollars. 

Table 5 mill.lv. 

Branch 1991 1992 1993 1994 1995 

Apparel industry 2547 3588 4182 8256 12605 

Public sector 2179 3006 3417 5963 8725 

Estimated private sector 368 582 765 2293 3880 

Table 5.1 mill.dollars 

Branch 1991 1992 1993 1994 1995 
Apparel industry 135 154 151 152 188 

Public sector 116 129 124 110 130 

Estimated private sector 20 25 28 42 58 

The data of the industrial output of the apparel industry cover the 
output of both the public and private sectors. The public sector figures 
include output of both apparel companies and apparel manufacturing units of 
companies whose primary business activity is different than garment 
production. Since there is no separate information available for private 
apparel producers, the difference between the overall apparel industry output 
and the public sector was taken to provide for a rough estimation of private 
apparel companies volume. While in 1991 the private sector output was BGL 
368 mil, in 1995 it rose 10 times and constituted more than 30% of the 
industrial output of all companies in the sector. 

The financial ratios of some apparel companies gradually deteriorated 
but that tendency developed at a slower rate compared to the average rate 
for the industry as a whole. The relatively stable financial perjormance is due 
to the exported CMT sales. 

In 1989, the last year of a centralised planned economy, optimum use 
of the available production capacities was reported. Since 1990 there has 
been a sharp decrease in production. The output of all basic items has 
significantly dropped and capacity utilisation is still not completely restored. 
For example, one of the interviewed experts estimated that former state­
owned knitwear operations are at about 50% of capacity. 

Because of the decrease in" production approximately 26 thousand 
people were discharged during the period 1992-1995 which accounts for 24% 
of a/l the people employed in the apparel industry. 

The main reasons for the decrease of production are: 

Q The loss of markets and especially the markets of the former 
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exported there and the loss affected apparel manufacturers as well as 
producers of fabrics and findings). 

o The loss of distribution network in the country due to restitution. 
Former state-owned trade organizations had to close a substantial number of 
stores and warehouses that were returned to their former owners, therefore 
limiting the number of outlets for domestic sales and in many cases did not 
continue the same line of business. 

o The constantly decreasing purchasing power of the Bulgarian 
population that led to a fall of demand of apparel. 

o The lack of basic raw materials including both natural (cotton, 
wool, flax, hemp, cocoons) and chemical (artificial and synthetic). The 
scarcity of natural fibres is a result of the reduced land sown with cotton, flax, 
hemp, mulberry trees, etc. as well as of the annihilation of many of the fibrous 
animals. The drop in the Bulgarian chemical industry especially in the 
production of new modified chemical textile raw materials reduced the 
competitive power of the Bulgarian products on both international and 
domestic markets. 

o The lack of working capital for purchasing raw materials is the 
main problem of the apparel industry companies. The use of bank loans has 
led to tremendous debts that could not be serviced by most of the coml?anies . 

. ' 
o Penetration of low~priced "imitations" (products made of raw 

materials of doubtful origin, low quality and being produced by phantom 
companies) was in fact a dumping of Bulgarian products on the market. 

o Over the recent 6-7 years Bulgarian apparel producers did not 
replace their equipment or buy spare parts mostly due to lack of financial 
resources. 

The development of the private sector in the apparel industry offers 
opportunities for increasing the volume of production, the export of apparel 
products and the effective.ness of the business. A proof of this is the fact that 
Bulgaria is one of the leaders in Europe in processing of raw materials and the 
demand for Bulgarian textile and apparel products is high on international 
markets (see 3.10.) 

The available production capacities of textile, knitwear and ready-to 
wear clothes not only can meet the demand of the domestic market but allow 
for a significant portion of production to be exported (estimated 70-75%),-

There are chances for further penetration into the European.a~d U.S. 
markets and repositioning of Bulgarian apparel products on the former 'USSR 
markets. 

3.5. PRODUCT RANGE IN THE APPAREL INDUSTRY 

The Bulgarian apparel industry can be classified into two product 
cateqories. The first one is the so-cal/e( hea",' ~n's, 
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women's and children's shirts, blouses, pyjamas, workwear, sportswear, and 
bed linen. 

Another way of breaking down the products would be children's, men's 
and women's garments. According to Petar Antov, Chief Expert 'at the 
Privatization Agency, 1996 production was as follows: children's wear - 4.2 
million items, women's wear - 2.9 million items and men's wear - 9.5 million 
items. 2.1 million items of workwear and more than 2 million items of bed linen 
were also produced. 

The production volume of the more important apparel items according 
to the Statistical yearbook (1996) is shown in Table 6. If you will note, the 
basic items table figures differ greatly from Mr. Atnov's information. 

Table 6 

Basic items in thousands of pieces 

Name Measure 1995 1996 '96 as a % 
0{'95 

Men's apparel thous. 3847 3395 88.3 

Women's apparel thous. 2614 2419 92.5 

Children's, teenagers' and babies' thous. 775 552 70.3 
apparel 

Graph 4 - Relative share of the basic items in Graph 5 - Relative share of the basic items in 
1995 1996 

2 
36.1% 

3 
10.7% 

1 
53.2% 

Legend: 1 - Men's wear 
2 - Women's wear 

2 

3 - Children's, teenagers' and babies' wear 

3 
8.7% 

53.3% 

It is obvious that there is a decrease in the volume of the production. 
The greatest decrease is observed in the production of children's, teenagers' 
and babies' outerwear and the smallest - in the production of women's 
outerwear. 
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3.6. MACHINES, EQUIPMENT, FACILITIES 

Most apparel industry companies (especially those in the process of 
privatization) are adequately equipped for all stages of appaFel production: 
pattern-making, cutting, sewing, finishing and pressing. Most of the sewing 
machines have been imported from Germany ("Texima", "Pfaff", "Ojurkon"), 
Japan ("Juki"), Poland and others. The basic equipment used is at an 
acceptable level. More than 45% of the machines meet all competitive 
requirements of the foreign markets; 30 % of the other machines almost meet 
the international standards. However, separate companies possess 
machines, which are more than 10-15 years old, hence are obsolete and need 
replacement. 

Table 7 displays data for investments made in the Apparel industry in 
years. They show that till 1994 the value of investments in leva does not 
change substantially, but having in mind the increase in the prices and the 
rate of inflation, the value of investments actually decreases significantly, 
indicating a problem with updating the existing equipment and facilities. 

Table 7 

Fixed tangible assets acquired in the Apparel industry 

measure 1991 1992 1993 1994 1995 

mill.lv 182.9 124.7 240.5 212.2 520.7 

mill.$ 9.7 5.3 8.7 3.9 7.8 

A lot of the new equipment being acquired is on the basis of lease­
sales or often is financed by a new equity partner. Some of the companies 
both relatively large privatized enterprises and smaller start-ups make a great 
effort to improve technologically through their own internal cash flow. 

3.7. QUALITY AND MARKET POSITIONS 

Bulgarian apparel products have traditionally been of high quality and 
with the exception of certain raw materials not available through the Bulgarian 
textile industry, appear to be very acceptable in both domestic and more 

. advanced export markets. Most export volume is being produced for foreign 
clients on a C-M-T (cut-make-trim) basis. (See Section 3.10). 

On branded merchandise "Rila Stil", "Lada", "Korona M':; and 
"Agressia" of Sofia along with "Druzhba Stil" in Varna are among th~. most 
popular Bulgarian trade marks of ready made clothes. However, the current 
depressed condition of the domestic market along with the considerable 
costs of developing and marketing a brand internationally serve as a limit on 
producing garments on a branded basis. Volume for brand producers, at 
least in the' short term, will be limited to the smaller firms present on the 
domestic market or to a small segment of the volume of those firms producing 
larger quantities for export. In the long run a more favorable combination of 
. .' and .,. . 
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3.B. EXPORTS 

The apparel industry is one of the most export-oriented branches of the 
Bulgarian economy. At the moment about 70% of the total Apparel industry 
production (including about 90% of the ready-made clothes of the 'heavy 
type' and about 60-65% of the ready-made clothes of the 'light type' - mainly 
shirts) is exported. The greater part of the production is exported to the 
"expensive" markets in Germany, France, Belgium, and the Scandinavian 
countries, Italy, the USA and Canada. A smaller part of the production is 
exported to the neighbouring countries: Greece, Turkey and Macedonia. 
Some of the exports are directed to the ex-USSR countries. Tables 8 through 
12 show aggregated data of the Apparel industry production, published by 
the National Statistical Institute. 

The data presented show a considerable increase in the imported 
apparel industry products after 1991, which imposes great difficulties on the 
Bulgarian companies. 

Table 8 

Exports of articles of apparel & clothing 

GJ1!.P.h..Q - Exports of articles of 
apparel & clothing in thous. of 
roo 

Years 1992 1993 1994 1995 19.2 18.2 
19.6 22.8 

Thous. 

Tons 19.2 18.2 19.6 22.8 

BGLmil 4077.9 4660.4 9290.0 16102.0 

USDmil 174.7 168.5 171.2 239.7 92 93 94 95 

Note: The calculations in US dollars are done according to the average 
annual rate shown in Table 2. 

Graph 7 - Exports of articles of apparel & 
clothing in millions of Iv. 

16102.0 

19S2 1993 1994 1995 

Graph 8 - Exports of articles of apparel & 
clothing in millions of dollars 

239.7 

~. 

1992 1993 1994 1995 

It is obvious that the exports have risen by nature as well as by value in 
Bulgarian lev. However, if the value of the exports is calculated in dollars, it 
will besome clear that in reality the exports were relatively stable during the 
period 1992 - 1994 but slightly rose in 1995. The imported products are mainly 
two: a,1icies of a Darel & ciothin(' I 
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of apparel & clothing accessories, not knitted/crocheted constitute the main 
part of the exports of clothes. In 1995 the exports of articles of apparel & 
clothing accessories, not knitted/crocheted was one third of the whole 
exports of clothes. Table 7 reveals the data of the exports of these types of 
clothes. 

Table 9 

G.rap1L9 - Exports of woven 
apparel & clothing accesso­
ries, in thousands of tons 

Exports of woven apparel & clothing 13.4 

jjjJ~ 
accessories 

Year 1992 1993 1994 

thous. t. 9.4 9.8 11.1 

mill. Lv. 2571.1 2914.0 5943.0 

mill. $ 110.1 105.3 109.5 

Graph 10 - of Exports of woven apparel & 
clothing accessories, in millions of Iv. 

10298 

1992 1993 1994 1995 

1995 

13.4 

10298.3 (IJ (") '<t It) 
Ol Ol Ol Ol 
Ol Ol 0) 0) 

153.3 
,..... ,... T- T-

Graph 11 - Exports of articles of woven 
apparel & clothing accessories, in millions 
of dollars 

153.3 

1992 1993 1994 1995 

The presented dat8: show that during the period 1992-1994 the exports 
articles of woven apparel and clothing accessories have been stable in dollar 
value, and in 1995 they have been increased by nearly~,~j? 

Table 10 includes data on the exports of knitwear apparel and clothing 

accessories. 

Table 10 

Exports of knitwear apparel & clothing 
accessories 

J'ear 1992 1993 1994 1995 

thous. t. . 9.8 '8.4 8.5 9.4 

mill. Iv. 1506.8 1746.4 3742.2 5803.7 

mill. $ 64.6 63.2 69.0 86.4 

Graph 12 - Exports of knitwear 
apparel & clothing accesso­
ries in thousands of tons 

9.8 

C\J (") o;t to 
OJ OJ OJ Ol 
OJ Ol OJ OJ 
~ or- ~ T""" 
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FINSYS 

~r.aplL13 - Exports of knitwear apparel & 
clothing accessories in.milliQ1)S~ 

r 

I 

5803.7 

I 

I 

1992 1993 1994 1995 

Grapb.JA - Exports of knitwear of apparel 
& clothing accessories in millions of dollars 

I 

86.4 

i 
---1 

1992 1993 1994 1995 

The exports of this type of clothes by value increase but the rate of 
increase is smaller than that of the articles of knitwear apparel and clothing 
accessories. The reasons for this are mainly difficulties stemming from lost 
market positions in Russia, which are a consequence of the expansion of 
Western European markets. The loss of market positions in Russia is caused 
by the difficulties of establishing contacts with Russian business partners and 
international trade organizations, the problems with payment for the imported 
goods by the Russian partners, the invasion of competitive products on the 
Russian market. 

The analysis of the exports of certain groups of apparel industry 
products is of a particular interest. 

o Men's and boys' suits Oackets, trousers, etc.) Table 11 
~, . 

measure 1991 1992 1993 ' 1994 1995 

mill. Iv. 101.1 466.9 561.3 1361.0 2391.9 

mill. $ 5.3 20.0 20.3 25.0 35.6 

o Men's shirts' Table 12 

measure 1991 1992 1993 1994 .1995 

mill. Iv. 103.9 352.2 443.9 877.6 1200.4 

mill. $ 5.5 15.0 16.0 16.1 17.9 

The data show that the exports of men's shirts in dollars have ind)cated 
a slight annual increase since 1992, while the exports of men's suits, men's or 
boys' suits Uackets, trousers, etc.) have risen much more quickly. Wb.ile in 
1991 the exports of men's and boys' suits Uackets, trousers, etc.} in absolute 
measures were equal to that of men's shirts, in 1995 their volume was twice as 
much as the volume of the exports of men's shirts. 
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Table 13 

Exports of woven apparel & clothing accessories 

Countries 1992 1993 1994 1995 

mill. Iv. mill. $ milL Iv. milL$ milL Iv. mill. $ milL Iv. milL $ 

GERMANY 589.76 25.27 901.14 32.59 1726.34 31.82 3760.33 55.98 

USA 209.59 8.98 405.18 14.65 799.97 14.75 1447.71 21.55 

ITALY 529.34 22.68 421.19 15.23 842.59 15.53 1205.18 17.94 

FRANCE 149.82 6.42 136.42 4.93 379.84 7.00 735.49 10.95 

GREECE 75.81 3.25 88.89 3.21 196.52 3.62 682.14 10.16 

GREAT BRITAIN 121.56 5.21 158.63 5.74 311.11 5.73 435.62 6.49 

THE NEDERLANDS 85.65 3.67 96.76 3.50 211.1 3.89 359.68 5.35 

CANADA 119.55 5.12 113.54 4.11 201.93 3.72 284.68 4.24 

BELGIUM 33.57 1.44 66.39 2.40 158.58 2.92 248.17 3.69 

DENMARK 101.65 4.36 120.44 4.36 205.28 3.78 221.1 3.29 

AUSTRIA 23.06 0.99 32.37 1.17 73.67 1.36 148.97 2.22 

MACEDONIA 7.36 0.32 13.27 0.48 33.52 0.62 59.49 0.89 

RUSSIA 250.77 10.74 175.2 6.34 198.63 3.66 56.98 0.85 

Graph 15 - Exports of woven apparel & clothing accessories in 
1995 

Others 

France 
7.6% 

USA 
15.0% 

Germany 
39.0% 

" . 1. 

During the examined periods, exports to Germany were the greatest in 
absolute measure. In 1992 the exports to Germany were commensurate with 
that to Italy and twice as much as that to Russia. In 1995, compared to 1992, 
the exports to Germany increased twice, In 1995 the main part of the exports 
of clothes and accessories other than knitwear ones were as follows: to 
Germany (about 39%), the USA (1'5%), Italy (12.5%) and France (7.6%). Table 
14 displays the data of the exports of knitted apparel & clothing accessories 
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Exports of knitwear & clothing accessories 

Countries 1992 ... 1993 1994 1995 

mill. Iv. mill. $ mill. Iv. mill. $ mill. Iv. mill. $ milL Iv. mill. $ 

GERMANY 444.9 19.06 529.6 19.15 1226.1 22.60 2138.5 31.84 

GREECE 139.2 5.96 224.6 8.12 637.6 11.75 1313.7 19.56 

ITALY 138.2 5.92 189.4 6.85 415.2 7.60 697.1 10.38 

USA 44.8 1.92 95.9 3.47 350.8 6.47 381.4 5.68 

FRANCE 142.3 6.10 129.2 4.67 207.3 3.82 196.5 2.92 

AUSTRIA 22.5 0.97 33.9 1.23 117.0 2.16 169.6 2.53 

FINLAND 79.0 3.39 55.3 2.00 152.4 2.81 157.0 2.34 

MACEDONIA 9.5 0.40 26:4 0.95 23.5 0.43 132.0 1.97 

GREAT BRITAIN 56.3 2.41 126.1 4.56 76.4 1.41 108.4 1.61 

DENMARK 23.4 1.00 30.0 1.08 78.4 1.45 88.2 1.31 

THE NEDERLANDS 36.1 1.55 45.5 1.64 98.2 1.81 74.7 1.11 

SWEDEN 18.2 0.78 10.4 0.38 22.5 0.41 52.9 0.79 

RUSSIA 199.2 8.53 100.4 3.63 82.1 1.51 49.6 0.74 

CANADA 10.9 0.47 14.0 0.51 23.4 0.43 23.4 0.35 

UKRAINE 53.3 2.28 29.7 1.08 31.1 0.57 16.4 0.24 

Graph 16 - Exports of knitwear & clothing accessories in 1995 

Others 
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The structure of the exports of articles of knitwear and clothing 
accessories in 1995 was as follows: to Germany - 38.19%, to Greece -23.46%, 
to Italy -12.45, to t~e USA - 6.81%. 

Appendix N1 shows the exports by commodity groups and by 
countries. 

The I"\v,."V",\ ' 
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exports to the western European countries. The increase in the exports to 
Germany, Belgium, Great Britain and USA is most obvious. Interviews with 
some of the individual companies indicated that Bulgarian exports to 
countries such as Italy and Greece are trans-shipped to other markets 
(including the US). 

Although Bulgarian apparel exports to the US market have risen in 
absolute terms, the amount being exported is extremely small in terms of the 
size of potential markets for various products (See Appendix N5). Combined 
with existing production capacity, quality levels, available raw materials and 
especially low cost of production this would clearly indicate that channels 
could be developed to greatly increase the level of exports to North America. 

The same general picture is true with Western European markets even 
though current export volume is somewhat higher. This points out the need 
for development of much stronger marketing infrastructure and sales effort to 
reach these markets. 

3.9. IMPORTS 

Tables 15-19 display aggregated data for the imports of the apparel 
industry. When interpreting them, it must be considered that the imports are 
reported by CIF (cost, insurance, freight) prices. 

Table 15 

Imports of articles of apparel & clothing 

Year 1992 1993 1994 1995 

Thous. t 8.3 10.3 11.3 12.0 

mill. Lv 1310.0 1373.0 2404.2 3884.4 

mill. $ 56.1 49.7 44.3 57.8 

Graph 17 - Imports of articles 
of apparel & clothing in thous. 
QUQo 

92 93 94 95 

The data in table 15 show that after 1991 there is a considerable 
increase in the imports of clothes in leva value, but in fact imports in dollar 
value show a volume in 1995 very close to that in 1992. 

The imports of articles of apparel and clothing accessories other than 
knitwear are presented below by volume nature (in thousands of tons) and by 
value (in millions of Iv and dollars) are presented in table 16. 
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Table 16 

GraRb-1.B - Imports of woven 
apparel & clothing accessories 
in.1b.ous. of ton 

Imports of articles of woven apparel & 

clothing accessories 

Year 1992 1993 1994 1995 

Thous. t 4.2 3.8 4.0 4.7 

mill. Lv 672.5 701.1 1030.7 1699.9 

mill. $ 28.8 25.4 19.0 25.3 

It can be seen that in 1995 there is an increase, though quite small, in 
the imports by nature, combined with a greater increase in the imports by 
value. 

~ - Imports of articles of woven 
apparel & clothing accessories in millions 
otiL. 

1699.9 

1992 1993 1994 1995 

Graph 20 - Imports of articles of woven 
apparel & clothing accessories in millions 
of dollars 

1992 1993 1994 1995 

Table 17 presents data of imports of articles of knitwear apparel & 
clothing accessories. 

Table 17 

Imports of articles of knitwear apparel & 
clothing accessories 

Year 1992 1993 1994 1995 

Thous. t 4.1 6.5 7.3 7.3 

mill. Lv 637.5 671.1 1373.5 2184.5 

mill. S 27.3 24.3 25.3 32.5 

Graph 21 - Imports of articles 
of knitwear apparel & clothing 
accessories in thaus of ton 
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Gra--Rh2.2 - Imports of articles of knitwear 
apparel & clothing accessories in millions 
QtiL. 

G~ - Imports of articles of knitwear 
apparel & clothing accessories in llJ.i!llQns 
of dollars 

I 
2184.5 I 

I 
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I 
I 

I 
, 
I 
I 
I 
I 

1992 1993 1994 1995 J 1992 1993 1994 1995 i 
---~ 

The volume of imports in thousands of tons stabilizes from 4.1 thous. 
tons in 1992 to 7.3 thous. tons in 1995. The dollar value reaches 32.5 mill. 
dollars. The relative share of imports of articles of knitwear apparel & clothing 
accessories for the period 1992-1993 is slightly under 50% of the total imports 
of clothes and in 1995 it reaches 55%. 

Tables 18 and 19 include data of the imports of different countries that 
are the biggest exporters to Bulgaria. 

Table 18 

Imports by countries of articles of woven apparel & clothing 

accessories 

Countries 1992 1993 1994 1995 

mill. Iv. mill. $ milL Iv. milL $ milL Iv. milL $ milL Iv. mill. $ 

CHINA 183.1 7.8 59.4 2.1 87.7 1.6 48.1 0.7 

GERMANY 178.8 7.7 225.0 8.1 182.2 3.4 252.3 3.8 

ITALY 44.8 1.9 86.4 3.1 229.1 4.2 382.4 5.7 

TURKEY 45.7 2.0 75.4 2.7 53.9 1.0 52.1 0.8 

While in 1992 China was the biggest exporter of clothes, followed by 
Germany, in 1995 the biggest exporter was Italy followed by Germany, whose 
exports by dollar value had decreased. . 

Table 19 

Imports by countries of articles of knitwear apparel & clothing 

accessories 

Countries 1992 1993 1994 1995 

mill. Iv. mill. $ mill. Iv. mill. $ mill. Iv. mill. $ mill. Iv. mill. $ 

GREECE 230.3 9.9 282.4 10.2 596.9 11.0 1140.8 17.0 

ITALY 78.6 3.4 120.0 4.3 332.2 6.1 456.6 6.8 
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Greece is the biggest exporter of knitwear appar~1 and clothing 
accessories - 17 mill. dollars in 1995, followed by Italy (6.8 mill. dollars) and 
China (0.8 mill. dollars). 

For the period 1994 -1995 the imports of knitwear apparel and clothing 
accessories are more than 50% of the total imports of clothes, which poses 
difficulties to Bulgarian producers of clothes on the domestic market. 

3.10. GARMENTS PRODUCED FROM RAW MA TERIALS SUPPLIED BY 

THE CUSTOMER 

At present a major part of the garments being produced in Bulgaria are 
made with raw materials (fabrics and trims) supplied by the customer - a 
process often referred to as Cut - Make - and Trim (CMT) in the industry. 
Some of the garments are executed with 100% customer-supplied materials 
and others use Bulgarian made fabrics. This is a very common method of 
producing apparel throughout the world and there are several reasons why it 
has developed on this basis. 

From the standpoint of the Bulgarian apparel producer it is often the 
only possible and efficient form of working during the current period of 
transition. The client carries the cost of the raw materials and work in process, 
which is often a necessity because of the limited financial resources available 
to local companies. The producers' costs are limited to items like facilities, 
utilities and labor and they are assured of rapid payment under the terms of 
most orders. 

Other reasons the CMT method is used worldwide include raw 
materials not being available in the producing economy (Le. style or quality); 
regulatory advantages accruing to the customer (tax and quota benefits such 
as 807 Regulations used in the USA). Quality control systems used by the 
customers such as checks on the locally sourced fabrics and regular visits to 
set up and control sewing operations. 

3.11. RA W MA TERIAL BASE 

Bulgarian apparel producers use both domestic and imported raw 
materials. The production of the Bulgarian textile industry is independent to a 
certain extent on imports of basic raw materials. The more important 
information for the sub-sectors of the Bulgarian textile industry is as follows: 

A. Cotton Industry 

Approximately 90 thousand tons of raw materials are used in the cotton 
industry per year: 65 thousand tons of cotton, 8 thousand tons of polyester 
fibres, 2 thousand tons of polyamid and polyacrill fibres, 16 thousand tons of 
staple fibres. 

Only 4-6 thousand tons of the cotton used in the cotton industry are 
I • ...... • I 
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B. Wool Industry 

The basic raw materials used in the wool industry are wool (merino, 
merino-like, soft, aster and weaned lambs' wool) ,. merino combings. Twenty 
thousand tons of wool are processed per year. . 

Most of the above mentioned raw materials are produced in Bulgaria. 
Just the needed quantity of merino wool and some modified artificial and 
synthetic fibres are imported. 

C. Silk Industry 

The silk industry processes 70 tons of natural silk and six hundred tons 
of acetate silk are processed per year. The share of the Bulgarian raw 
materials used is small. Certain types of silk are imported. The volume of 
cocoons obtained in the country has sharply decreased but there is a 
potential for expanding it if demand increases. 

D. Hemp and Flax Industry 

The basic raw materials used in the hemp and flax industry are flax, 
hemp, juta, cotton. Threads, labels, elastic, tabs, etc. are used as 
complementary materials. Most of the raw materials for tlJe ~hemp and flax 
industry are imported. 

E. Manmade Fabric Industry 

Five hundred tons of rayon are produced yearly plus acetate and other 
synthetic yarn and fabrics. 

Certain types of fabrics with special surface treatment and a large part 
of the yarns used in knitwear products are being imported either directly or 
through the CMT process. . 

3.12. STRUCTURE OF THE BASIC TYPES OF EXPENDITURE IN THE 

APPAREL INDUSTRY 

The structure of the basic types of expenditure in the apparel industry 
is shown in table 20. 

Table 20 

Branch Total mate- hired depre- salaries social other 
rials services ciation secu- ,Costs 

rity 
Industry as a 100% 68.1% 8.2% 4.1% 11.8% 4.9% 2.9% 

whole 
Apparel industry 100% 38.4% 7.5% 3.4% 33.1% 12.7% 4.9% 

The relatively small share of expenditures for materials and services in 
the apparel industry is due to the work done with materials supplied by the 
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The apparel industry compared to the other industries is characterized 
by great labor intensity. The overall economic stagnation and high rate of 
unemployment have kept the rates of payment in apparel low. The average 
monthly salary in the apparel industry was BGL 5,200 ($ 39.12) in 1995 and 
BGL 11,000 ($35.39) in 1996. The average salary in the apparel industry is still 
considerably lower than that in the other industries and that tendency 
continues. 

Table 21 

RATIO OF THE AVERAGE SALARY IN SOME INDUSTRIES (%) 

Industry 1980 1990 1995 

Textile 100.0 100.0 100.0 

Apparel 87.9 86.7 84.4 

Electrical and thermal energy 135.8 149.5 345.0 

Coal 169.9 174.7 232.5 

Machine-building 119.9 110.5 133.4 

Electrical and electronic 110.0 102.0 117.6 

Chemical 122.4 127.2 190.0 

4. TERRITORIAL LOCATION 

The main centers of the Apparel industry are Sofia, Plovdiv, Varna, 
Vidin, Pleven, Rousse, Gabrovo, Veliko Tarnovo, Karnobat, Panagjurishte and 
others. The Apparel industry companies specialize in the production of: 

./ outerwear - Plovdiv, Sofia, Rousse, Pleven; 

./ children's outerWear - Byala Slatina, Veliko Tarnovo, Chirpan, 
Dobrich, Madan; 

./ men's shirts and ladies' blouses - Sofia, Kalofer, Harmanli, Vidin, 
Panagjurishte, Haskovo, Rousse; 

. ./ workwear - Madan, Petrich, Lukovit, Isperih. 

"Marena" - Dupnitsa, "Pioner" - Byala Slatina and other firms specialize 
in the production of sportswear. Because the apparel indus,try is 
geographically diversified throughout Bulgaria, strength in the industry)ends 
to support the economies of a broad number of local communities. . 

5. ANALYSIS OF EMPLOYMENT IN THE APPAREL INDUSTRY 

It is interesting to compare the manpower distribution in Industry as a 
whole to that in the apparel industry. The information published by the 

II' _ 
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the production of textile, leather, textile and leather products, clothes and 
shoes, so the comparison is made for this fraction of the light industry versus 
manpower in the whole industry. The data in graphs 24 and 25 reveal that 
while the number of women employed in the whole Bulgarian industry 
is almost equal to that of men, the percentage of women employed in 
this field of the light industry is 72%. 

GraRh-2A - Relative share of the number 
of women employed in the whole industry 

men 
49.14% 

~ - Relative share of the number 
of women employed in the production of 
textile, leather, textile and leather 
products, clothes and shoes 

women 
72.14% 

It should be noted that the men and women distribution by age in the 
textile, leather, shoes and clothes industry employs 80.5% of the age range of 
20-24 years of age workers in the whole industry. 

The data in graphs 26 and 27 show that the relative share of 
employees with primary and secondary school education in the light industry 
is greater than that in the whole industry. Respectively I the relative share of 
employees with college and university education is small~r. 

Graph 27 - Distribution of employees in the 
Graph 26 - Distribution of employees in the production of textile, leather, textile and leather 
whole industry by education products, clothes and shoes by education 

elementary 
I-III grade 

4.14% 

university 
13.83% 
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I\ja.~ college 
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secondary 
23.07% 

specialized 
secondary 

27.25% 

elementary university 
I-III grade 3.47% 

2.81% college 

elementary 
IV -VII 
grade 

34.00% 

0.94% 
specialized 

~~~.& secondary 
27.72% 

secondary . 
31.06% 

In summary, the apparel and textile industries continue to pay 
low individual salaries but the reverse sitle of the equation is that 

" 'I 
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of qualified employees. Apparel industry continues to employ a large 
number of women who would otherwise probably be unemployed. 

6. FINANCIAL ANALYSIS OF THE APPAREL INDUSTRY 

Appendix N2 contains selected financial ratios of the apparel inustry as 
a whole and of the public and the private sector. Appendix N2 also displays 
financial ratios of the companies in the mass privatization list. 

The most important results in the appendix are the following: 

o Net profit of the Apparel Industry companies for the 1993-
1995 period. 

The following graphs present the value of the net profit by years for all 
apparel industry companies as well as for the public and the private sector 
companies separately. 

0' All companies 

1993 1994 1995· 
100 ................... ; 

o . 
-100 
-200 

o Public sector -300 o Private sector 
.-----------'-'400 -1.......... . ........ ; 

1993 1994 1995 1993 1994 1995 
100 ......... : ......... ; 60 ••••••••• -; •••.••••••• . 
o+--~.......,..-~ 40 

. 
-100 

20 
-200 o +-:.o'''--~.r------\. . . -300 

-20 -1. ••••••••• -' ••••••••••• ·400 
. ...... --_ ......... . 

..~. 
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o Net profit - the share of the private and the public sectors 

Table 22 

Profit/Loss in millions 1993 Lv 1993 ($) 1994 Lv 1994 ($) 1995 Lv 1995 ($) 

for all companies 

for the public sector companies 

for the private sector companies 

Graph 28 - 1993 - Loss - the 
share of the private and the 
public sectors 

1 

:.'; ~~ ·· .. ··e:~ 
~.: .. 

1- public sector 
2- private sector 

2 
3% 

-340.8 -12.4 51.7 1.0 

-330.8 -12.0 20.1 0.4 

-10.0 -0.4 31.6 0.6 

Graph 29 - 1994 - Profit - the 
share of the private and the 
public sectors 

1 

While in 1995 the public sector's loss was 103.1 mill. Iv., the 
private sector had a 52.9 mill. Iv. profit. 

-50.2 

-103.1 

52.9 

The data for the net profit of the apparel industry companies for the 
period 1993-1995 show that the private sector has begun to generate the 
greater part of the industry's profit. In 1993 the Apparel industry companies as 
a whole experienced losses but the private sector's loss comprised 3% of the 
total loss. In 1994 the Apparel industry had a profit and the private sector 
contributed 61% to the total profit. In 1995 the private sector's profit increased 
to 52,9 mill. Iv. (compared to 31,6 mill. Iv. in 1994) but cannot compensate for 
the public sector's loss which was twice as much in absolute value. 

The better financial results of the private sector companies are a -result 
of: 

- the better production organization and the more flexible market 
orientation; 

- the lack of debt obligations while the bigger part of the state-owned 
companies ~till have old debts to pay; 

-0.7 

-1.5 

0.8 
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During the period 1993 -1995 the private sector's tangible assets 
increased nine times and their relative share in the all Apparel industry 
companies' tangible assets rose from 3% to 22%. 

o Distribution of tangible assets in the private and public 
sectors 

Table 23 

Tangible assets in millions 1993 Lv 1993 ($) 1994 Lv 1994 (§) 1995 Lv 

for all companies 2961.5 107.1 3600.8 66.4 4326.7 

for the public sector companies ( 1 ) 
2860.7 103.5 3373.7 62.2 3358.2 

for the private sector companies ( 2 ) 100.8 3.6 227.1 4.2 968.5 

o Distribution of tangible assets in the private and public sectors 

for the period 1993 - 1995 

Graph 30 Graph 31 Graph 32 

1 1 

3% 6% 22% 

o Relative share of the Apparel industry's tangible assets as a 
percentage of the whole industry's tangible assets. 

Graph 33 

1% 
Apparel 

- 30-
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As it is shown on the Graph 33, during the period 1993 -1995 the 
relative share of the Apparel Industry's tangible assets as a percentage of the 
whole industry's tangible assets is about 1%. 

o The relative share of the Apparel Industry's ordinary revenues 
as a percentage of the whole industry's ordinary revenues. 

Apparel 
industry 

As it is shown on the Graph 34, during the period 1993 -1995 the 
relative share of the Apparel industry's ordinary revenues as a percentage of 
the whole industry's ordinary revenues is about 1.5%. 

o Comparison of the Apparel industry's' profitability and the 
profitability of the whole industry 

Table 24 

Profitiibility '" '<;~:, 1993 
" 

~:1994 ' 1995 

The whole industry -13.12% -5.22% -3.73% 

The AQparel industry -9.05% 0.72% -0.42% 
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1993 1994 1995 
2.00% ,--------,---------"1 

~ 

0.00% ~-----~~::::::==~----d. 
: 0.72% -

- - - .., - - - - - - - - - - - - --0. 2% ·2.00% . - - - - - - - - - - , 
-4.00% . - - - - - - - - - - - - - -' - - - - - - - - - - ---

, - - 73°1 ~-- - 10 
~.OO% - - - - - - - - - - - - ,; ...J - - - - ___ - ___ - - __ 

" : -5.22% 
~.OO% - - - - - - -,- - - - - , - - - - - - - - - - - - - - -

-9.05~ : . 

~:::::: ~ ; ~ -~ ~ ~ ~ ~ ~ ~ ~ J ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 
-13.12% -14.00% .l..--_____ ......:... _____ --l 

1--- Industry ____ Apparel industry I 

The data reveal that the apparel industry's profitability is higher than 
that of Industry as a whole. While in 1994 the apparel industry's profitability 
was close to zero (0.72%) in 1995 it is negative (-0.42%). 

In comparison with the current ratio of the companies for the whole 
industry (it is almost 1 and tends to decrease), the current ratio of the Apparel 
industry is 1.12% in 1994 and 1.06% in 1995 which indicates that the 
companies can serve their current liabilities with their current assets. 

The relative share of the personnel costs as a percentage of the 
ordinary revenues in the apparel industry is between 35% and 40%. It is more 
than twice the figure for the whole industry. 

7. PRIVATIZATION IN THE APPAREL INDUSTRY 

The number of state-owned apparel companies privatized through 
cash privatization is 16 to date. The largest and the most popular of them are 
"Druzhba stil" - Varna, "Arda Rousse" - Rousse, "Vida stil" - Vidin, "Pioner" -
Byala Slatina, "Mai" - Montana, "Briliant" - Plovdiv (see the list below). 
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Table 25 

List of the privatized Apparel industry 

companies 

Name Year of sale 

1. "Rodopi M 91", Madan 1995 

2." Arda-Rousse", Rousse 1995 

3. IIRodina-Popovo", Popovo 1996 

4. IIDimana", Satak 1996 

5. IIMir", Haskovo 1996 

6. "Karina", Karnobat 1996 

7."Mai", Montana 1996 

8."Charita", Chirpan 1996 

9. "Kriss", Pazardzjik 1996 

10."Pioner", Syala Slatina 1996 

11. "Druzhba stil", Varna 1996 

12. "Marena", Dupnitsa 1996 

13. "Vela", Shoumen 1996 

14. "Briliant", Plovdiv 1996 

15. "Albena stil", Dobrich 1995 

16. "Vida 5tH", Vidin 1995 

The largest thirty seven (37) state-owned apparel producers are 
included in the mass privatization list. Most of these companies have 67% of 
their shares offered for privatizing, i.e. after completing the program the state 
would not be able to control their activity. The results from the first auction of 
mass privatization regarding the apparel companies and the privatization 
funds (PF) that have acquired shares in them can be found in Appendix 4. 

With shares in six companies, Doverie PF ranks first among the nearly 
20 funds-investors in apparel. Razvitie PF and Petrol PF have acquired shares 
of three companies each, while the rest have bought shares of only one 
enterprise each. The shares of 17 out of the total 37 apparel companies were 
completely bought out at the first auction. .~. 

Expectations are that all state-owned apparel companies including the 
not yet listed will be privatized by the end of 1998. 
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8. ANALYSIS OF THE STRENGTHS AND WEAKNESSES OF 
THE APPAREL INDUSTRY 

ADVANTAGES: 
Infrastructure - Production infrastructure includIng textiles represents a 

traditional industry, which was well developed under the former planned 
economy as a supplier to the eastern block markets. 

Quality - Most garments makers in Bulgaria have adequate production 
capabilities, which can manufacture to global standards. 

Raw Material Availability - Bulgaria produces a level of raw materials fit 
for manufacturing quality garments and excess textile capacity means 
substantial growth in demand can be accommodated. 

Cost - well-qualified and non-expensive labor supply makes Bulgaria 
very competitive. 

WEAKNESSES: 
Lack of Customers - Loss of traditional markets and currently 

depressed local market is limiting volume. 

Supply of Certain Raw Materials - Some key raw materials and 
finishing processes are not available domestically and must be imported. 

Sources of Capital - Not available through banking system to finance 
ongoing operations or special equipment needs. Major investment sources 
are not available at reasonable rates for major renewal or updates of 
production capabilities. 

Marketing - Lack of marketing history, orientation, infrastructure and 
skills {along with financial resources to operate in new open market 
conditions}. 

Stagnation - Confusion and inability to move forward caused by 
incomplete processes of privatization and restitution. 

9. TRADE ASSOCIATIONS IN THE APPAREL INDUSTRY 
.~ 

There are two professional organizations of companies in the Apparel . 
industry: the Branch Chamber of Apparel industry and the Branch Chamber 
of Fashion. 

The Chamber of the Apparel Industry is a vol.untary non-profit 
organization. It is a member of the Bulgarian Industrial Association. Eighteen 
big companies are also members of BIA and only one of them is entirely state-
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privatization or part of their shares being sold on the first two auctions of the 
mass privatization. Its main tasks are: 

o carries out analyses and makes programs for the development of 
the industry by the use of updated information database; 

o renders consulting assistance regarding foreign and domestic 
investors in terms of reconstruction and modernization that aims at 
implementing new technologies in a safe and environmentally friendly 
environment; 

o assists in the processes of restructuring and privatization of the 
industry; 

o proposes changes in the present legal framework; 

o assists in the development of programs for personal qualification 
and participation in national and international forums. 

The Branch Chamber of Fashion was founded on 12 March 1996 in 
Sofia. It is a voluntary organization whose members are designers, a great 
part of whom are owners of apparel industry companies. The Branch 
Chamber of Fashion is a member of the Bulgarian Industrial Association and 
the organization "Made in Bulgaria". The chamber aims at: 

o assisting its members in the promotion of their products by 
organizing fashion-reviews named Forum of the Bulgarian Fashion. In the long 
run there is an opportunity these fashion shows to be transformed into 
international agreements for presented collections. 

o providing its members with the necessary information for the latest 
fashion trends, the international agreements, etc. 

o conducting educational programs for young designers. 

Obviously some regional unions or chambers of private apparel 
manufacturers exist in a formal and informal way in cities such as Plovdiv and 
Rousse. The Rousse Chamber of Apparel manufacturers unites about 18 
start-up companies led by an entrepreneur from the largest private garments 
producer in the city. Services provided are organizing an equipment show, 
sharing information on trade shows, networking opportunities. 

Neither of these associations is currently extensive or focused enough 
to represent the apparel industry in Bulgaria. A valuable contribution to the 
growth of the apparel and textile industries could be made if a government or 
quasi governmental body could be developed with the mission of serv!ng and 
strengthening the textile, apparel and sewn products industries by dev~J.oping 
and providing services that benefit members in much the same way as the 
American Apparel Manufacturers Association in the US (see Appendix N6). 

The development of such services as contract sourcing, duty basis, 
appropriate educational seminars (e.g. in marketing and fashion design), 
information sharing, influenCing appropriate legislation and regulations, 
appropriate publications, etc could have a very positive effect on the industry 
development. Access to information on consumer demand in the USA and 
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Western Europe, results from international fashion forums and latest fashion 
trends were pointed out by the interviewed professionals as helpful and 
needed. 

10. RECOMMENDATIONS FOR FLAG ASSISTANCE STRATEGY 

IN THE APPAREL INDUSTRY 

Industry Level - Provide assistance and consultation to Government in 
building an appropriate environment to support a market driven apparel­
producing subsector comprised of private companies .. Examples might 
include: 

a. Developing appropriate regulatory framework such as reduction of 
import duties on raw materials components not available from 
Bulgarian producers; 

b. Collection and timely dissemination to decision makers in apparel 
industry of actionable statistical information affecting the sector; 

c. Appropriate governmental support of and information dissemination 
on international trade fairs designed to assist in marketing Bulgarian 
apparel producers. 

Trade Association Level - Provide assistance and consultation to 
participate in the development of an effective trade association covering the 
entire sector of apparel producers in Bulgaria. Examples of activites to be 
developed and supported might include: 

a. Trade shows development to assist firms in gaining exposure to 
new markets outside the current export markets. These would be 
designed to meet new potential buyers, review new products 
displayed to analyze competition, and to . display Bulgarian 
producers products. 

b. Develop and . utilize electronic database linking suppliers, 
customers, raw material sources, etc. to assist marketing efforts 
and give access to necessary technical assistance sources for the 
apparel sector. 

c. Assist the apparel producing industry by providing an effective 
voice for all members in lobbying government for appropriate 
regulatory framework and other issues. 

d. Develop an effective forum for dissemination of industry information 
in the form of newsletters, publications, directions, etc. . 

e. Educate the trade associations on how to assist in imple~~nting 
training courses, seminars, etc. for education of. member 
companies on financial, human resource, technical, regulatory and 
marketing issues. 

Individual Firm Level - The total universe of Bulgarian apparel 
manufacturers according to the offiCially available statistics runs to about 350 
companies. The potential market for FLAG assistance to individual garment 
producers however is limited to: 
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a. The start-up companies reported to be 147 of which, by a rough 
assumption, not more than 50% would qualify according to FLAG 
selection criteria. . 

b. The" Labor Producers Cooperatives that operate as private entities 
although in terms of ownership status they are publicly held entities 
(approximately 120 of them have predominant garment producing 
activities) 

c. All privatized companies and the ones in the process of privatization 
(53 enterprises to date). Based on the current privatization plans 
this number will increase to include all state enterprises. 

Virtually all of these are small to mid size companies. 

FLAG programs and resources in the form of volunteer assignments, 
training seminars, US study tours and business linkage services can assist 
these companies in one or more of the following general areas: 

a. Financial area 
Development of business plans 
Adequate controls based on actionable data 
Realistic costing and cost analysis 
Financial sources available and how to analyze 

b. Technical assistance 

c. Marketing areas 

Re-engineering systems-cycle times-quality 
Analysis of existing and potential equipment for 
modernization 
Cost controls (inventory ~evels-personnellevels) 

Developing a marketing orientation 
Developing marketing plans and execution 
systems 
Training marketing/sales personnel 

. Reaching new markets 
Concept of market surveys and information 
sources for new products 

With rare exceptions among the start-up companies all firms in the 
sector are in need of assistance in developing a marketing orientation. This 
may be particularly true of the privatized companies however a significant 
number of the approximately 150 start-up companies (probably as many as 
50%) are run by former employees of state-owned garment produce!s who 
may have good technical skills but lack "true" marketing expe.~ience. 
Financial training assistance can also benefit most of the start-ups and many 
of the privatized firms as they operate in this changing economic situation. 

In conclusion the apparel sector with its low labor cost, export and 
hard currency producing orientation, geographic spread throughout the 
country, and solid growth potential, if new markets can be developed, would 
appear to be an ideal candidate for FLAG assistance. 
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Source: National Statistics Institute APPENDIX N1 

EXPORTS BY COUNTRIES AND COMMODITY GROUPS BY ALL MATERIAL 
CATEGORIES 

Women's or gIrls' suits, ensembles, 
jackets, trousers, shorts . .. , . 

TOTAL: 

GREECE 
GERMANY 
FRANCE 
DENMARK 
USA 
ITALY 
UNITED KINGDOM 
RUSSIA 
UKRAINE 
TURKEY 

Women's orgirls' blouses, shirtsand shirt· 
blouses knitted or crochete' .' .. ",. 

TOTAL: 

GREECE 
GERMANY 
MACEDONIA 
UNITED KINGDOM 
RUSSIA 
CANADA 
UKRAINE 
UZBEKISTAN 

Women 's,orgir/s ' ov.ercoats;;capes}'Wii1d·"j~ 
jackets, iinorac~"i1j(i"f1I~Jt'::;:;~3~~~4:~~1~~~;~~~g~~ 

1992 1993 

61230 138896 

10303 17396 
10926 23890 
4397 6502 

566 2463 
5692 19808 
1717 2105 
8734 43684 

11754 7065 
4004 3115 

8 5245 

1992 1993 

81186 104938 

54509 65069 
4165 4677 

246 1546 
712 10298 

12948 9466 
9 1004 

2635 2820 
92 

1992 1993 

391 398 357235 

1992 1993 

TOTAL: 184652 203453 

GERMANY 37927 66984 
NETHERLANDS 16536 21340 
USA 10812 16841 
CANADA 23483 13205 
DENMARK 32827 38991 

MILLION LEVS 

1994 1995 

249265 448112 

39667 193669 
65859 164300 
24519 8372 
13953 8059 
6389 6366 
3610 5226 
1480 4125 
7833 1486 
3682 1046 

34541 -

1994 1995 

330162 454617 

237781 380893 
23283 20304 

647 13305 
1758 2884 
2566 1187 

676 
3652 
1150 

1994 1995 

559971 811737 

1994 1995 

403948 492594 

191886 179465 
46728 79823 
55273 66286 
37558 22704 
13965 12224 



Source: National Statistics Institute APPENDIX N1 

ITALY 36739 31127 2917 4561 
FILAND 1723 950 1871 3147 
UNITED KINGDOM 274 4432 186 3007 
RUSSIA 11370 4793 .. 11163 1852 
FRANCE 1542 2243 5976 763 

Men's or boys' suits, ensembles, Jackets, 
1992 1993 1994 1995 

trousers, etc & shorts 
TOTAL: 466931 561255 1360961 2391905 

GERMANY 48144 56727 145096 626493 
ITALY 54489 45618 254906 522235 
FRANCE 32709 66543 171967 328420 
USA 33560 38448 133544 189605 
UNITED KINGDOM 73099 67600 126340 174502 
GREECE 13328 18690 75514 145632 
DENMARK 9195 22330 69240 88756 
NETHERLANDS 16426 32146 74714 65973 
CANADA 914 3379 20148 55312 
MACEDONIA 1004 1491 11215 35105 
RUSSIA 114660 113205 84094 23573 
CROATIA 7253 11433 14657 16287 
FINLAND 15175 23542 65511 14264 
KAZAKHSTAN 1050 16235 20751 10558 
UKRAINE 15334 9772 19409 10234 
SWEDEN 1489 6090 2310 6595 
BELGIUM 7951 15582 9688 5657 
CZECHIA 3587 1957 3664 1360 
MOLDOVA 191 1155 23 3 

1992 1993 1994 1995 

561190 793432 1612810 3179345 

Men's or boys'shirts >::;~~:'::~~:::;r;~;J:1,~:t~;;:~'~J:if.~;!~!~~~~~ 1992 1993 1994 1995 

TOTAL: 352235 443855 877635 1200387 

GERMANY 155 725 224 236 382734 494948 

BELGIUM 11673 44233 118430 162239 



Source: National Statistics Institute APPENDIX N1 

ITALY 32085 30481 101963 144589 
USA 14067 55491 65160 130707 
UNITED KINGDOM 3498 20435 50526 94659 
FRANCE 28445 16199 53653 60888 
AUSTRIA 5737 14404 30089 47875 
GREECE 1882 5391 15071 28448 
FINLAND 47930 10011 25253 13590 
CYPRUS - 2 - 6331 
UKRAINE 3082 1840 4463 3633 
RUSSIA 27209 5411 10370 3589 
NETHERLANDS 352 1447 2704 1217 
YUGOSLAVIA 271 1425 2414 304 
LEBANON 894 1576 43 50 
CANADA 1140 6803 5289 -
DENMARK 1840 1054 - -

Women's and girls' blousesl-Shjrts~ri~~ltl~~ 
shirt -bla'uses ",::.. '" }~[;,:~:i":~1jff:i'~:~~~;:";:J; ,"~:,,;' 1992 1993 1994 1995 

TOTAL: 244706 289956 547613 1000866 

GERMANY 137239 238581 358935 588221 
SWITZERLAND 352 1379 17208 108086 
GREECE 6150 15919 30342 74591 
ITALY 9366 13526 24853 43680 
USA 10016 983 ·7515 37004 
FRANCE 53039 2559 . 7641 31982 
DENMARK 39 1008 18380 31727 
UNITED KINGDOM 2068 1882 24406 27998 
NETHERLANDS 995 1725 4483 16764 
FINLAND 1741 2190 7221 3937 
TURKEY 118 29787 3154 
RUSSIA 11254 5015 3075 1682 
SWEDEN 1115 889 784 341 
UKRAINE 3929 1845 939 -
KAZAKHSTAN 352 1127 - -

1992 1993 1994 1995 

288408 172753 252512 668622 
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Bed, table, toilet and kitchen linens 1992 1993 1994 1995 
TOTAL: 472108 482061 '{93960 950287 

ITALY 243525 222223 321 128 306741 
MACEDONIA 4981 28640 107380 154590 
GERMANY 52450 81937 123418 123965 
FRANCE 6543 31403 102668 112980 
DENMARK 8044 31050 44082 55640 
USA 518 3009 17897 45786 
AUSTRIA 16177 1576 1778 33643 
SAN MARINO 5311 7496 2538 30165 
BELGIUM 1053 6680 13153 22270 
GREECE 44624 39327 27281 18512 
SWEDEN 956 6719 12824 18160 
RUSSIA 2244 2289 3422 8371 
FINLAND 12626 599 2896 4843 
UKRAINE 975 2198 2414 
SWETZERLAND 2517 253 368 2067 
ALBANIA 2151 1512 454 853 
CANADA 5285 206 - 405· 
NETHERLANDS 5189 8079 - 88 
TURKEY 40954 217 - -
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FINANCIAL RATIOS OF THE APPAREL INDUSTRY COMPANIES IN THE LIST FOR MASS PRIVATIZATION 

Company MILENA, BLAGOEVGRAD ELlT, PA VLlKENI VEDERNIK, 
VRA TSA -STIL, VRA TSA 

BEL OGRA DCHIK 
Year 1993 1994 1995 1993 1994 1995 1994 1993 1995 1994 1995 1993 
Ordinary revenues in thous. Iv. 7660 17117 21255 11378 23481 25405 33892 19789 52139 15231 36523 8586 
ProfiVLoss in thous. Iv. -487 1326 -711 -1038 1124 -3251 2165 1208 597 731 860 42 
Profitability in % -6,36% 7,75% -3,35% -9,12% 4,79% -12,80% 6,39% 6,10% 1,15% 4,80% 2,35% 0,49% 
Current ratio 3,41 1,04 1,21 1,10 1,36 0,89 2,36 1,98 2,34 1,47 1,70 1,69 
Cash Flow in thous. Iv. 41 2630 886 -406 2151 -2123 4872 2094 3585 1 281 1929 568 
Equity/Liabilities 4,11 1,02 1,45 2,79 2,02 1,24 7,00 9,24 5,80 3,50 5,74 4,99 
Tangible assets in thous. Iv. 5115 6595 5125 10084 9327 8773 25698 27541 24089 14536 13497 15062 
Current assets in thous. Iv. 4793 12550 9229 4617 8538 8158 10815 6132 12720 5210 4651 2509 
Personnel 157 162 181 213 206 229 426 439 489 150 153 157 
Personnel costs as a percentage 

57,96% 55,68% 73,69% 56,83% 48,53% 51,38% 65,43% 70,37% 64,78% 51,61% 46,83% 58,36% 
of ordinary revenues 

--_.-

Company PANAKA, LUKOVIT ALMINA,LOM SNEZHANKA,PESHTERA AHINORA, ISPERIH 

Year 1993 1994 1995 1995 1993 1994 1995 1993 1994 1993 1994 1995 
Ordinary revenues in thous. Iv. 38220 54950 77785 34505 11894 20574 8437 5388 7457 9016 18434 23868 
Profit/Loss in thous. Iv. 128 3402 2329 -4301 -2017 -235 -365 -55 38 -1078 100 -636 
Profitability in % 0,33% 6,19% 2,99% -12,46% -16,96% -1,14% -4,33% -1,02% 0,51% -11,96% 0,54% -2,66% 
Current ratio 1,64 2,06 1,57 0,80 0,86 0,82 1,24 1,46 1,44 1,86 2,13 1,74 
Cash Flow in thous. Iv. 662 3933 2890 -3658 -1415 458 -300 -10 98 -243 927 179 
Equity/Liabilities 4,05 3,94 2,42 0,62 1,64 0,99 1,92 2,30 1,79 7,02 5,34 2,40 
Tangible assets in thous. Iv. 32830 32113 32059 18231 19386 19194 1984 2070 2022 11403 10438 10185 
Current assets in thous. Iv. 15749 20929 27558 25680 11729 15764 1700 1708 2147 3765 5298 7421 
Personnel 313 304 327 345 406 389 104 118 112 255 245 240 
Personnel costs as a percentage 

30,57% 30,96% 36,29% 59,92% 70,26% 61,31% 75,67% 47,61% 63,10% 74,09% 67,95% 80,52% 
of ordinary revenues 

2 ' 



Source: Center for Mass Privatization APPENDIX N3 

FINANCIAL RATIOS OFTHE APPAREL INDUSTRY COMPANIES IN THE LIST FOR MASS PRIVATIZATION 

Company YANTRA-STIL, BYALA 
TRA NSMA RISKA -69, 

DUNA V, SILISTRA ELENITSA-K, KOTEL 
TUTRAKAN 

Year 1995 1993 1994 1993 1994 1995 1993 1994 1995 1995 1994 1993 
Ordinary revenues in thous. Iv. 49202 20148 26140 2897 3034 10180 12114 20999 28403 12327 8175 7016 
Profit/Loss in thous. Iv. 2679 370 1753 -853 -1206 -1326 -2153 1056 104 -493 -1108 -1040 
Profitability in % 5,44% 1,84% 6,71% -29,44% -39,75% -13,03% -17,77% 5,03% 0,37% -4,00% -13,55% -14,82% 
Current ratio 2,60 1,85 2,79 0,79 0,67 0,54 3,88 2,94 3,85 2,47 2,55 5,91 
Cash Flow in thous. Iv. 5167 2057 3786 -349 -721 -891 -250 2974 2027 1 -579 -483 
Equity/Liabilities 2,53 7,89 3,21 4,97 5,23 3,68 12,24 5,34 11,45 6,10 6,38 15,68 
Tangible assets in thous.lv. 18712 21171 19971 12284 11356 10890 21743 19037 17698 6162 6743 8828 
Current assets in thous. Iv. 27672 5583 21839 2154 1752 1988 3831 9518 7928 4116 4094 4470 
Personnel 244 268 255 50 58 81 215 204 180 117 110 174 
Personnel costs as a percentage 

60,42% 49,52% 52,95% 51,16% 74,49% 68,31% 55,66% 53,99% 68,84% 36,71% 30,67% 46,71% 
of ordin~ryJevenues 

---------- -- ------ --- - - ------_.-

Company ALBENA-S, SLIVEN BOZHURA, SLIVEN 
MODNO OBLEKLO, 

TAIS-91, KAZANLAK 
STARA ZAGORA 

Year 1995 1993 1994 1993 1994 1995 1993 1994 1995 1993 1994 1995 
Ordinary revenues in thous. Iv. 62022 25886 36999 2399 5935 9529 20329 25080 16183 4731 9614 18328 
Profit/Loss in thous. Iv. 2563 -868 1177 -295 2 -354 -385 1270 -4436 -329 157 -187 
Profitability in % 4,13% -3,35% 3,18% -12,30% 0,03% -3,71% -1,89% 5,06% -27,41% -6,95% 1,63% -1,02% 
Current ratio 1,35 1,13 1,52 1,38 1,30 1,05 2,03 2,08 0,75 1,27 1,44 1,23 
Cash Flow in thous. Iv. 4402 405 2511 -256 52 -317 271 1924 -3976 -195 818 474 
Equity/Liabilities 0,67 1,57 0,99 0,87 0,63 0,30 6,17 4,72 1,27 7,49 . 4,99 1,47 
Tangible assets in thous. Iv. 20670 20772 18789 541 626 1136 14747 14787 7149 13310 12667 12034 
Current assets in thous. Iv. 37526 14390 24983 2438 2545 6048 5938 8351 5740 2371 4115 11045 
Personnel 255 246 244 17 33 36 320 282 157 114 102 96 
Personnel costs as a percentage 37,65% 37,93% 38,78% 28,85% 21,57% 27,29% 56,70% 41,68% 78,69% 54,45% 48,79% 35,19% 
of orc:jJl1ary revenues 

_. i 
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Source: Center for Mass Privatization APPENDIX N3 

FINANCIAL RATIOS OFTHE APPAREL INDUSTRY COMPANIES IN THE LIST FOR MASS PRIVATIZATION 

Company 
BOZHUR-71, 

PARVI MAJ - 50, USTREM DIMANA, HARMANL Y NEVEN, ELHOVO 
TARGOVISHTE 

Year 1995 1993 1994 1995 1993 1994 1993 1994 1995 1993 1994 1995 
Ordinary revenues in thous. Iv. 62928 20166 37719 7047 1723 2670 16148 31574 39128 2634 7597 9795, 
ProfiVLoss in thous. Iv. 1663 -175 386 -53 6 -55 1 3233 1808 -842 596 17 
Profitability in % 2,64% -0,87% 1,02% -0,75% 0,35% ' -2,06% 0,01% 10,24% 4,62% -31,97% 7,85% 0,17% 
Current ratio 2,46 1,83 1,31 1,29 1,15 1,11 0,86 1,10 0,74 3,47 2,17 4,59 
Cash Flow in thous. Iv. 6539 1652 5160 297 35 -26 861 4292 4026 -613 835 253 
Equity/Liabilities 5,58 6,91 3,75 3,94 1,25 4,35 3,04 1,95 1,68 27,06 7,38 23,54 
Tangible assets in thous. Iv. 21467 24630 25888 5573 1185 5923 12721 15273 16705 9452 9234 9069 
Current assets in thous. Iv. 14122 7847 10619 2010 1315 1578 2131 6962 6890 1532 3569 2316 
Personnel 330 340 318 76 66 90 207 208 222 61 79 79 
Personnel costs as a percentage I 

of ordinary revenues 
67,29% 56,80% 57,15% 35,43% 50,09% 51,20% 34,91% 38,40% 53,66% 63,78% 38,19% , __ :1,96%1 

Company ROPOTAMO, BOURGAS 
RITON-P, MARITSA, 

VELA, SHOUMEN 
PANAGJURISHTE SIMEONOVGRAD 

Year 1994 1995 1993 1994 1995 1993 1993 1994 1995 1993 1994 1995 
Ordinary revenues in thous. Iv. 62630 90273 37883 236538 313560 115683 15125 22242 23014 34894 52803 81394 
ProfiVLoss in thous. Iv. 1527 478 0 10621 -13062 2892 77 12 139 -490 496 226 
Profitability in % 2,44% 0,53% 0,00% 4,49% -4,17% 2,50% 0,51% 0,05% 0,60% -1,40% 0,94% 0,28% 
Current ratio 7,89 1,70 3,13 1,72 1,15 1,37 4,04 2,01 2,53 2,66 2,31 1,98 
Cash Flow in thous. Iv. 4197 3541 507 15178 -5745 3558 704 827 1996 2405 3411 3661 
Equity/Liabilities 49,08 5,58 4,55 3,00 1,20 2,37 14,25 4,27 5,23 14,45 8,90 6,83 
Tangible assets in thous. Iv. 84695 82527 11862 63993 58781 66811 16210 16760 15543 102091 101806 108120 
Current assets in thous. Iv. 15932 28926 15456 49024 79024 46699 5833 '10314 10699 14238 20668 28764 
Personnel 640 615 647 1175 1107 1220 145 151 140 464 467 536 
Personnel costs as a riercentage 50,84% 49,06% 51,39% 22,92% 24,27% 28,84% 44,83% 46,86% 47,41% 61,50% 62,27% 63,35% 
of ordinary revenues 

.. ----------- ----- ------ ~~---. -- I 
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Source: Center for Mass Privatization . APPENDIX N3 

FINANCIAL RATIOS OFTHE APPAREL INDUSTRY COMPANIES IN THE LIST FOR MASS PRIVATIZATION 

Company MIZIA, PLEVEN BREZINA- STIL, BREZNIK RODlNA-91, PERNIK CHAJKA, NIKOPOL 
Yom 1993 1995 1994 1993 1994 1995 1993 1994 1995 1994 1993 1995 
Ordinaryrevenues in thous. Iv. 124698 387857 189549 4334 4775 5679 3408 3940 5147 4553 3065 4349 
Profit/Loss in thous. Iv. -31899 16922 7730 -5129 -1380 -1429 -2024 -3434 -3660 . -772 -874 -157 
Profitability in % -25,58% 4,36% 4,08% -118,34% -28,90% -25,16% -59,39% -87,16% -71,11% -16,96% -28,52% -3,61% 
Current ratio 0,79 1,45 1,13 0,34 0,57 0,52 0,22 0,12 0,09 0,49 0,66 0,54 
Cash Flow in thous. Iv. -26431 22765 13208 -4638 -811 -827 -1967 -2717 -2912 -744 -842 193 
Equity/Liabilities 0,79 0,72 0,62 1,76 1,63 1,69 0,40 2,28 1,76 0,54 0,19 1,43 
Tangible assets in thous. Iv. 61919 56234 57460 14128 11155 10381 889 15228 13842 1251 1279 4543 
Current assets in thous. Iv. 56614 117121 107475 3045 3405 3867 1125 891 848 1490 2385 1615 
Personnel 1028 1005 947 182 151 140 214 174 142 98 143 91 
P~rsonnel costs as a percentage 

38,52% 33,66% 34,17% 67,58% 70,81% 99,79% 102,58% 128,55% 139,62% 52,30% 67,86% 64,06% 
of ordinary revenues I 

~ 



Source: Center for Mass Privatization 

Name of the 

enterprise 

VITEX 
RODOPSKA SLAVA 
BREZENTOVIIZDELIA 
ALBA-VIA 
BURYA 

BELLA-STIL 

DRUZHBA-STIL 
MILENA 

ELI 

VEDERNIK 

VRATSA-STIL 

PANAKA 

ALUMINA 

SNEZHANKA 
AHINORA 

Y ANTRA-STIL 

TRANSMARISKA-69 
DUNAV 
ELENITSA-K 
ALBENA-S 
BOZHURA 

MODNO OBLEKLO 

TAIS-91 

BOZHUR-71 

PARVI MAJ-50 
DIMANA 

NEVEN 

ROPOTAMO 

RITON-P 

MARITSA 
VELA 
MIZIA 

VAZHOD 

BREZINA-STIL 

RODINA-91 

TCHAJKA 

APPAREL INDUSTRY 
RESULTS FROM THE FIRST AUCTION 

Number of Number of 

Total Percentage shares shares 

Location number for mass offered for sold at the 

of shares privatization sale at the first 

first auction auction 
GABROVO 26049 67 15707 496 
BENKOVSKI 17367 90 14067 61 
TSARSAMUIL 9620 90 7792 7766 
SOFIA 64 691 67 39008 148 
GABROVO 175599 67 105886 3482 

PETRICH 70482 67 42500 26928 

VARNA 122070 25 27465 16085 
BLAGOEVGRAD 8974 80 6461 6461 

PAVLlKENI 11380 85 8705 8705 

BELOGRADTCHIK 29052 90 23532 23531 

VRATSA 14662 67 8841 8840 

LUKOVIT 35882 90 29064 29063 

LOM 19774 90 16016 16016 

PESHTERA 2507 90 2030 2023 
ISPERIH 13174 90 10670 10651 

BYALA 20667 90 16740 16531 

TUTRAKAN 13554 35 4269 3088 
SILISTRA 23311 67 14056 14055 
KOTEL 10146 90 8218 4642 
SLIVEN 20784 90 16835 1920 
SLIVEN 1757 90 1423 1422 

STARA ZAGORA 9179 90 7434 7434 

KAZANLAK 14445 90 11700 5503 

TARGOVISHTE 28284 90 22910 22910 

USTREM 5535 90 4483 4304 
HARMANLI 11473 90 9293 9292 

ELHOVO 11332 90 9178 8227 

BOURGAS 97706 90 79141 18656 

PANAGJURISHTE 72341 67 43621 43621 

SIMEONOVGRAD 18409 25 4142 4142 
SHOUMEN 120947 25 27213 6522 

PLEVEN 70409 25 15842 15830 
DEVIN 8060 67 4860 4821 

BFiEZNIK . 67 - -
PERNIK 17858 67 - -
NIKOPOL 4374 90 3542 1922 

APPENDIX N4 

Privatization funds 

which have acquired 

shares at the first 

auction 

PF DOVERIE - 23% 

PF TRUD I KAPITAL - 30% 

PF DOVERIE - 34%, PF 
PETROL FOND -19% 
PF DOVERIE - 27%, PF 
PETROL FOND -15% 

PF BULSTRAD - 34%, PF 
RAZVITIE -13.73%, PF 
NAPREDAK - 6.86% 
PF DOVERIE • 34%, PF 
PETROL FOND -19% 
PF RODINA - 23.77% 

PF SVETA SOFIA - 34%, 
PF AGROINVEST - 34% 

PF DOBRUDJA - 34% 

PF RAZVITIE ·34%, PF 
SEVER - 4.33% 

BULGARO·HOLANDSKI 
PF -0.12%, PF MIZIA-
2.26% 

PF PATISHTA - 29.25% 
PF DOVERIE - 34%, PF 
ALBENA INVEST -17%, 
PF NEVEN - 12% 

PF DOVERIE - 30%, PF 
BULGARIA - 29.87% 
PF RAZVITIE - 8.69% 

PF PLEVEN ·10% 
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The US Apparel Marl<et 
January - December 
Billion Retail Dollars 

• Consumer spending increased 
by 5.8% compared to 1995, 
producing $161 billion for the 
industry. 

• Substantial growth of 7.3% for 
Menswear is reported, slightly 
stronQer than Womenswear 
growt" of 5.5%. 

161.4 

IIPPEi/D.! X #' s 

5.3 5.6 6.4 

Total Women's Men's Boys' Girls' Infant! 
Toddler 

Source: The NPD American Shoppers Panel 
2a 

1111994 111995 []1996] 
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TOTAL APPAREL 

TOTAL MEN'S APPAREL 

TOPS 
DRESS SHIRTS 
WOVEN SPORT SHIRTS 
KNIT SPORT SHIRTS 
SWEATERS 
OTHER TOPS 

BOTTOMS 
JEANS 
SlAC~S·AND PANTS 
SHORTS . 
OTHER BOTTOMS 

TAILORED CLOTHING 

OUTERCOATS AND JACKETS 

FURNISHINGS 
UNDERWEAR 
HOSIERY 
NIGHTWEAR/ROBES 

SWEATS AND WARM-UPS 

SWltMEAR .' 
OTHER APPAREL & ACCESSORIES 

APPAREL MARKET MONITOR 
YEAR-END 1994-96 

.,' ., 

,I?;I/£;i/O.7 A' .LV .:5 

~.{ 

TOTAL MARKET SIZE - MILLION $ ," PCT. CHANGE VS PR lOR YEAR 
* It,..- III: III '" #I II,. lit II."" II """" It" III."" 111 '" *,.. #I" It 1\ ~ " ,. " "#II: ,. ,,* * * * ... A """ It" Ie." "Kill" JA ,. A I'll JII: It It ....... III " It #II: " iii III III " ft ... JIll lit III " III " III iii IIiII .. 1'1 III fit ... iii 

JAN-JON ·ANNUAL JAN-JON ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL 
1994 1994 1995 1995 1996 1996 94/95 94/95 95/96 95/96 

-~----- ------- ------- ------- ------- ----- ------- ------ ------- ------

65362 . 149213 67060 152457 71676. ·~1;1361....... 2.6 2.2 6.9 5.8 
'-~.---"_# 

18598 44286 18998 45975 21043 . ,49312 - 2 .1 3.8 10.8 7.3 

6042 15150 6353 16030 7327 17316 5.1 5.B 15.3 8.0 
1400 3298 1354 3165 1440 3301 -3.3 -4.1 6.4 4.3 
1785 4759 1793 4864 1985 4956 .4 2.2 10.7 1.9 
2236 5055 2522 5740 3074 6690 12.8 13.6 21.9 16.5 

353 1323 423 1428 534 1599 19.8 8.0 26.3 11.0 
269 714 262 833 294 771 -2.7 16.6 12.4 - 7 .4 

4937 11116 5193 11776 6024 13014 5 2 5.9 16.0 10.5 
1612 4288 1748 4634 1978 5076 8.5 8'.1 13.2 9.5 
2006 4462 2014 4591 2394 5021 .4 2.9 18 .9 9.4 
1124 1875 1237 2028 1403 2248 10.1 8.2 13.4 10.9 

195 490 193 523 249 669 -.9 6.7 29.0 n 9 

2644 5007 2296 4612 2434 4683 -13.2 -7.9 6.0 1 .5 

1418 3807 1515 4028 1338 4001 6.8 5.8 -11 .7 -.7 

1491 3708 1591 3951 1722 4214 6.8 6.6 8 2 6.7 
738 1680 783 1835 863 2022 6.2 9.2 10 2 10.2 
633 1639 659 1683 733 1801 4.1 2.7 11 3 7.0 
120 387 149 433 125 392 24.4 11. 8 -16 0 -!l.5 

678 2206 678 2193 670 2355 -.6 -1 2 7.4 

147 264 154 276 198 327 4.4 4.8 29.1 18.4 

1241 3031 1216 3108 1330 3401 -2.0 2.6 9 4 9.4 

." 
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APPAREL MARKET MONITOR 
YEAR-END 1994-96 

TOTAL MARKET SIZE - MILLION $ PCT. CHANGE VS PRIOR YEAR 
~.~*~*****************************A*A******************** .** ••• AA.*AA •• AA**A*A •••• A~.*~~~*~* 
JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN AtHWAL 

1994 1994 1995 1995 1996 1996 94/95 94/95 95/96 95/96 ------- ------- ------- ------- ------- ------- ------- -------

TOTAL WOMEN'S APPAREL 37253 80220 38189 81018 40154 (.~ 2.5 1.0 5.1 5 . 1 

TOPS 10149 22888 10392 22505 10507 23322 2.4 -1.7 1.1 3.6 WOVEN SHIRTS AND BLOUSES 4433 9214 4217 8539 3956 8257 -4.9 -1.3 -6.2 -3.3 CASUAL KNIT SHIRTS 3426 7073 3919 7611 4063 8051 14.4 1.6 3.7 5.8 SWEATERS ·1336 4376 1359 4216 1500 4596 1.7 -3.6 10.4 9.0 VESTS 508 1308 494 1246 557 1421 -2.8 -4.7 12.8 tll.O OTHER TOPS 447 917 404 893 431 997 -9.6 -2.7 6.8 11.6 

BOTTOMS 6302 13130 6307 12946 6549 13593 .1 -1.4 3.8 5.0 JEANS 1275 3325 1285 3285 1438 3628 .8 -1.2 11.8 10.4 SLACKS AND PANTS 2285 4930 2432 5059 2556 5477 6.5 2.6 5. 1 8.3 
SHORTS 1891 2973 1836 2947 1736 2775 -2.9 -.9 -5.4 -5.8 
LEGGINGS/STIRRUPS 464 1207 392 963 379 889 -15.5 -20.2 -3.4 -7.6 
OTHE~ BOTTOMS 387 695 362 691 441 824 -6.6 -.6 21.8 19.3 

TAILORED CLOTHING 10283 . 20160 10692 20982 11510 21961 4.0 4.1 7 6 4 7 
SUITS 1896 3888 2251 4382 2161 4127 18.7 12.7 -4 a -5.a 
DRESSES 4452 8615 4836 8990 5483 9933 8.6 4.3 13 .\ 10.5 
SKIRTS 2240 4545 2256 4656 2294 4537 .7 2.4 1 ~ -2.6 
OTHER TAILORED CLOTHING 1696 3111 1349 2954 1572 3365 -20.4 -5.1 16 13.9 

OUTERCOATS AND JACKETS 1789 4417 1794 4353 1794 4523 1.4 -1. 5 3.9 

INTIMATE APPAREL 3762 8661 4083 9106 4499 9871 8.S 5.1 10 2 8 II 
BRAS 1426 3117 1608 3372 1759 3648 12.7 8.2 9.4 B 2 
SHAPEWEAR 154 323 177 339 212 382 14.8 5 0 20. 1 t2 7 
DAYWEAR 333 664 307 648 353 671 -7.8 -2 . ~ I II 7 3 7 
PANTIES 656 1458 737 1608 804 1721 12.3 10.~ 9 I 7 a 
SLEEPWEAR 862 2266 907 2278' 1044 2555 5.3 .5 '15. 1 12.1 
ROBES AND LOUNOEWEAR 330 834 347 B61 328 894 4.9 3.3 '~5 5 3.8 

HOSIERY 2058 4160 1947 4149 2057 4364 -5.4 -. :1 5.6 5.2 
SOCKS 455 1114 522 1229 625 1406 14.6 10.4 19.7 14.4 
SHEER HOSIERY AND TIGHTS . 1602 3047 1425 2920 1432 2958 -11.1 -4.2 .5 1 .3 

SWEATS AND WARM-UPS 826 2635 810 2636 844 2727 -2.0 4.2 3.5 
SWII'frIEAR .,:.' 738 1122 827 1244 914 1396 12.0 10.9 10.5 12.2 
OTHER APPAREL & ACCESSORIES . 1365 3046 1338 3097 14B1 3363 -2.0 1.7 10.7 8.6 

~;:;l. 
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TOTAL WOMEN'S APPAREL 

TOPS 
WOVEN SHIRTS AND BLOUSES 
CASUAL KNIT SHIRTS 
SWEATERS 
VESTS 
OTHER TOPS 

BOTTOMS 
JEANS 
SLACKS AND PANTS 
SHORTS 
LEGGINGS/STIRRUPS 
OTHER BOTTOMS 

I 

TAILORED CLOTHING 
SUITS 
DRESSES 
SKIRTS 
OTHER TAILORED CLOTHING 

OUTERCOATS AND JACKETS 

INTIMATE APPAREL 
BRAS 
SHAPEWEAR 
DAYWEAR 
PANTIES 
SLEEPWEAR 
ROBES AND LOUNGEWEAR 

HOSIERY 
SOCKS. 
SHEER HOSIERY AND TIGHTS 

SWEATS AND W~RM-UPS 
SWIMWEAR .;. . 
OTHER APP~REL & ACCESSORIES 

·APPAREL MARKET MONITOR 
YEAR-END 1994-96 

IMPORT SHARE OF $ VOLUME 
**~*****A* •• **~.~~~.* •••• ~*****~*~_.~.**.*R*~**.* •••• * 
JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL 

1994 1994 1995 1995 1996 1996 ------- ------- -------
43.0 44.1 44.8 46.0 47.1 48.9 

53.5 55.0 54.4 56.5 56.6 58.5 
55.5 56.5 55.1 57.1 58.9 59.7 
49.8 49.9 52.3 52.8 53.5 53.6 

.59.6 61.4 59.6 63.0 61.2 65.0 
51.0 55.3 56.0 57.8 56.9 63.4 
46.5 49.3 47.1 51.1 47.2 50.6 

42.5 41".3 42.8 42.6 45.7 46.0 
35.1 33.7 33.S 34.0 37.3 38.4 
3S.1 39.3 39.5 41.0 44.S 46.2 
51.S 50.1 52.1 52.5 53.3 53.8 
41.6 45.7 39.6 42.3 39.5 42.3 
49.3 45.5 54.2 52.6 53.8 55.0 

37 ,5 37.3 40.3 39.4 42.6 43.5 
41. 9 38.3 38.7 36.7 35.7 36.4 
33.6 34.1 38.6 37.8 41.7 41.8 
37.7 38.3 42.2 41.6 47. 4 46.6 
42.3 43.5 45.7 44.9 48.2 53.2 

60.7 62.3 64.2 65.9 64.0 64.6 

45.7 48.3 50.8 53.1 55.4 511.2 
53.2 56.0 58.6 59.6 61.2 63.2 
37.9 36.5 35.1 38.5 43.2 47.9 
19.8 21.6 26.6 28.7 24.0 27.0 
39.5 39.9 43.3 45.4 50.2 51.7 
51.6 53.S 53.6 56.9 61.8 63.5 
40.8 46.4 52.9 56.3 5S.4 62.9 

4.8 6.0 7.1 8.1 10.2 12.1 
5.4 7.7 5.9 7.4 8.3 10.1 
4.6 5.4 7.5 8.4 11.0 13.1 

44.7 40.6 '41.3 40.4 . 45.3 43.8 
17 .1 17.2 18.7 20.7 24.2 23.9 
49.S 46.9 44.2 44.1 42.4 44.4 

JtPPE#V.1,f' /V.j-

PCT. CHANGE IN IMPORT VOLUME 
" ... :111 .... 111: ..... "*,, ... ""Ie *111*", ... " .... .. ""It ....... ,,'" """" .. II .. 

JAN-JUN ANNUAL JAN-JUN ANNUAL 
94/95 94/95 95/96 95/96 ------- -------

6.7 5.2 10.6 11 9 

4.1 1.0 5.2 7.2 
-5.5 -6.4 .2 1 .2 
20.1 13.8 6.1 7 5 

1.7 -1.2 13.3 12 5 
6.6 -.4 14.6 21\~ 9 

-8.6 .8 7.1 10.6 

.8 1.7 10.7 13 1\ 
-2.8 -.4 23.3 24.8 
10.4 7.1 19.3 21.9 
-2.4 3.9 -3.3 -3.5 

-19.7 -26.2 -3.6 - 7.6 
2.8 14.8 20.9 24.7 

11.8 10.0 13.8 15.4 
9.7 7.8 -11.5 -6.6 

24.6 16.0 22.6 21 9 
12.7 11. 3 14.1 9.1 

-14.1 -2.0 22.9 34.8 

7 :." 4 . 4 -.4 1.8 

20.6 15.5 20.2 18.7 
24.3 15.2 14.3 14.7 
6.4 10.9 47.8 40.3 

23.4 29.5 3.8 -2.6 
23.3 25.5 26.4 21.7 

9.4 6.9 32.7 25 2 
36.2 25.4 4.2 15.9 

39.8 34.8 52.5 56.8 
25.5 6.8 69.0 55.0 
44.6 49.3 47.8 57 .5 
-9.5 - .5 14.3 12 J 
22.1 33.8 43.0 29.3 

-13.1 -4.4 6.4 9 2 
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APPAREL MARKET MONITOR 
YEAR-END 1994-96 

TOTAL MARKET SIZE - MILLION $ PCT. CHANGE VS PRIOR YEAR 
~~~A~AA*.~~*.A***A*A.****.**A*.A************~ ••• ****** ••• A*A.A~~ •• *.~ __ ._****_.*~.A**~_~*.~~ 
JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANI/UAl 

1994 1994 1995 1995 1996 _ 1996 94/95 94/95 95/96 95/96 ------- ------- ------- -----.- ------- ------- ------- -------
TOTAL BOYS' APPAREL 4051 11164 4084 11196 4203 11686 .8 .3 2.9 4.4 

TOPS 1548 4361 1563 4391 1772 4675 1.0 .7 13.4 6.5 
DRESS SHIRTS 134 345 126 297 141 305 -5.6 -13.8 11.6 2.6 
WOVEN SPORTS SHIRTS 254 955 258 928 299 951 1.6 -2.8 15.6 2.5 
KNIT SPORTS SHIRTS . 1060 2684 1079 2837 1235 3098 1.8 5.7 14.4 9.2 
SWEATERS 55 215 37 171 35 145 -31.7 -20.3 -5.3 -15.5 
OTHER TOPS 46 162 62 158 63 176 36.8 -2.2 .4 11.5 

BOTTOMS 998 2507 976 2498 1011 2640 -2.2 -.4 3.6 5.7 
JEANS 307 1167 316 1206 342 1285 2.1 3.3 8.3 6.6 
SLACKS AND PANTS 169 470 163 464 182 480 -3.6 -1.4 11. 3 3.4 
SHORTS 488 793 468 756 445 753 -4.2 -4.8 -5.0 -.4 
OTHER BOTTOMS 33 76 29 72 43 122 -11.1 -5.3 47.2 69.1 

TAILORE~ CLOTHING 231 340 239 374 166 242 3.3 10.1 -30.7 -35.3 

OUTERCOATS AND JACKETS 231 921 331 986 240 982 26.6 7.0 -27 II -.4 

FI.,:ii'lISH!NOS ~5J 1004 363 1049 394 1139 2.8 11.5 8 7 8.5 
UNDERWEAR l1S 337 135 379 144 415 14.7 12.5 7.1 9.4 
HOSIERY 177 471 171 470 191 518 -3.6 -.1 12.1 10.1 
~IGHTWEAR AND ROBES !Hj 197 57 200 58 206 -1.6 1.7 2.2 3.1 

S'Jt.ATS AN:' WARM-UPS 365 1392 324 1251 309 1323 -11.2 -10.1 -4.4 5.8 

S·...In""'EAR 118 161 111 160 114 166 -5.6 -.6 2.3 4.0 

OTA2R APPAREL & ACCESSORIES 177 478 177 487 197 519 .3 1.8 10 7 6.5 

',\', ',\', 
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AAMA 
REPORT 

APPAREL MARKET MONITOR 
YEAR-END 1994-96 

IMPORT SHARE OF $ VOLUME PCT. CllfltlGE IN IMPORT VOLUME 
•• *A_.~~.*~~.*AA*RA~AA •• ~~ ••••• A •• AAA.~**~~**.*.*****. **#II~IIAA."A,.,.*#t."'*.AIt""'A ... AJIIA#II"''''A''A'''''' 
JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL 

1994 1994 1995 1995 1996 1996 94/95 94/95 95/96 95/96 ------- ------- ------- --- ---- -------
TOTAL BOYS' APPAREL 38.6 41.0 41.9 43.8 44.0 48.1 9.5 7.1 10. 1 14.6 

TOPS 38.0 44.4 41.1 47.0 45.0 50.4 9.0 6.5 24.3 ) 4. J 
DRESS SHIRTS 68.6 69.0 62.8 65.7 67.5 69.7 -13.5 -18.0 19.9 B.B 
WOVEN SPORTS SHIRTS 63.4 71.1 68.9 71.6 63.8 70.7 10.5 -2.1 7.0 1.0 
KNIT SPORTS SHIRTS '28.1 31.7 32.0 37.0 37.8 42.3 16.1 23.5 35.1 24.9 
SWEATERS 42.7 48.2 42.1 52.5 55.4 52.5 -32.7 -13.2 24.5 -15.5 
OTHER TOPS 32.5 41.4 37.2 40.4 4LO 49.4 56.7 -4.4 10.7 36.3 

BOTTOMS 41.9 39.5 43.4 41.5 48.1 47.7 1.3 4.6 14.9 21.5 
JEANS 30.8 31.1 .29.1 30.9 35.9 38.4 -3.3 2.7 33.8 J 2.7 
SLACKS AND PANTS 58.5 56.4 57.5 60.5 57.7 62.5 -5.2 5.B 11. 6 6.7 
SHORTS 42.8 40.6 48.3 45.7 52.2 51.8 8.0 7.2 2.7 12.9 
OTHER BOTTOMS 47.3 52.6 42.4 51.4 63.3 61.1 -20.4 -7.4 120.0 100.9 

TAILOREO CLOTHING 25.1 28.8 32.7 33.9 38.6 40.6 34.8 39.1 -18.3 -22.4 

OUTERCOATS AND JACKETS 68.4 71.4 75.8 76.0 77.6 80.S 40.5 13. 9 -25.7 5.5 

FURNISHINGS 13.8 16.1 15.7 17 .8 19.4 23.6 16.7 15.8 34.8 '43.6 
UNDERWEAR 13.6 11. 8 20.7 21.9 29.3 34.4 74.3 38.6 51.6 71.4 
HOSIERY 4.7 4.3 4.2 4.5 4.4 5.3 -14.8 4.6 10.2 30.2 
NIGHTWEAR AND ROBES 41.9 41.2 38.2 41.2 44.5 47.6 -10.3 1.8 18.8 19.0 

SWEATS AND \OIARM-UPS 28.7 29.9 30.7 33.6 33.6 38.1 -5.1 1.1 4.8 19.9 

SWIMWEM 81. 2 79.8 83.9 82.3 80.3 80.0 -2.5 2.5 -2.1 1.0 

OTHER APPAREL & ACCESSORIES 40.0 41.8 38.1 39.9 39.7 41.7 -4.6 -2.B 15.6 11.5 
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AAMA 
REPORT 

APPAREL MARKET MONITOR 
YEAR-END 1994-96 

TOTAL MARKET SIZE - MILLION $ PCT. CHANGE VS PRIOR YEAR 
A****~**A •••••• * ••• A •• *AA •• A •••••• AA •••••••• * •• **AA •••• ** itA" "It A 1\" A * •• 111 **I\*A** It,tll It It * itA It 111 It 1\ Ja ** 
JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL 

1994 1994 1995 1995 1996 1996 94/95 94/95 95/96 95/96 ------- ------- ------- ------- ------ .. ------- ----- ... - -------
TOTAL GIRLS' APPAREL 3158 8268 3420 8715 3521 8878 8.3 5.4 3.0 1 .9 

TOPS 749 2135 779 2144 819 2188 4.0 .5 5.2 2.0 
WOVEN SHIRTS AND BLOUSES 246 681 232 619 231 616 -5.4 -9.1 -.6 - .5 
CASUAL KNIT SHIRTS 387 981 441 1126 491 1203 13.9 14.8 11.5 6.9 
SWEATERS 43 206 39 208 47 211 -10.1 .9 21.2 1.5 
OTHER TOPS 73 267 67 192 49 158 -8.6 -28.1 -26.2 - 17 . 8 

BOTTOMS 713 1700 730 1767 681 1703 2.4 3.9 -6.7 -3.6 
JEANS 121 492 130 509 125 519 7.3 3.5 -4.2 2.0 
SLACKS AND PANTS 52 190 48 190 56 207 -6.7 .2 15.5 8.8 
SHORTS 402 612 378 579 325 522 -5.8 -5.4 -14.0 -9.9 
LEGGINGS/STIRRUPS 60 245 64 247 54 187 6.6 1.0 -15.4 -24.3 
OTHER BOTTOMS 78 162 110 241 121 268 39.9 49.3 10.4 10.9 

TAILORE~ CLOTHING 700 1584 B4B 1829 926 1990 21.1 15.5 9.3 B 8 
ORES ES 563 1183 665 1347 70S 1441 18.0 13.8 6.0 7.0 
SKIRTS 89 266 129 349 166 405 44.7 31.5 29.0 15.9 
OTHER TAILORED CLOTHING 48 135 54 133 55 144 13.2 -1.5 2.5 8.1 

OUTERCOATS AND JACKETS 166 510 159 567 166 547 -4.4 11.2 4.'2 -3.4 

INTIMATE APPAREL 211 701 238 679 227 734 12.6 -3.1 -4.5 S.l 
PANTIES 62 183 78 196 74 205 27.4 7.2 -5.5 1\ .3 
DAYWEAR 24 65 26 61 22 56 9.1 -5.3 -14.9 -8.7 
SLEEPWEAR 118 397 119 366 118 412 .9 -7.9 -.7 12.8 
ROBES AND LOUNGEWEAR 8 56 15 56 13 61 80.3 -.3 -11.9 8.7 

HOSIERY 164 495 189 524 204 542 15.2 5.9 8.1 3.5 

SWEATS AND WARM-UPS 108 531 116 565 142 572 7.9 6.3 22.8 L.3 

SWIMWEAR 230 286 223 295 247 311 -3.1 3.3 10.7 5.2 

OTHER APPAREL & ACCESORIES 116 326 13B 344 108 291 16.8 5.5 -21.1\ -15.5 

.,. 
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AAMA 
REPORT 

TOTAL GIRLS' APPAREL 

TOPS 
WOVEN SHIRTS AND BLOUSES 
CASUAL KNIT SHIRTS 
SWEATERS 
OTHER TOPS 

BOTTOMS 
JEANS 
SLACKS AND PANTS 
SHORTS 
LEGGINGS/STIRRUPS 
OTHER BOTTOMS 

TAILORED CLOTHING 
DRES$ES 
SKIR~S 
OTHE TAILORED CLOTHING 

OUTERCOATS AND JACKETS 

INTIMATE APPAREL 
PANTIES 
DAYWEAR 
SLEEPWEAR 
ROBES AND LOUNGEWEAR 

HOSIERY 

SWEATS AND WARM-UPS 

SWIMWEAR 

OTHER APPAREL & ACCESORIES 
.,. 

APPAREL MARKET MONITOR 
YEAR-END 1994-96 

IMPORT SHARE OF $ VOLUME 
*~~~*A.***.*_~~A_**.~A*.*~*.****.~_~A~.*~********~.*** 

JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL 
1994 1994 1995 1995 1996 1996 

------- ------- -------
33 .. 5 34.5 35.3 38.0 40.2 . 42.5 

35.5 37.7 34.4 39.4 38.6 40.5 
43.6 48.7 38.7 48.5 43.6 48.6 
28.5 29.7 30.1 32.0 33.1 34.4 

. 37.2 33.8 36.7 42.2 49.4 45.6 
44.0 47.2 46.4 50.5 59.2 56.9 

35.5 34.3 39.2 38.9 43.8 44.8 
37.8 36.5 36.0 40.0 45.6 44.7 
22.5 29.8 30.4 30.5 26.3 34.6 
34.9 35.8 37.4 39.2 40.2 43.3 
17 .1 17 .1 14.8 18.0 23.0 19.6 
58.1 53.3 67.1 64.0 68.8 73.7 

26.1 25.5 31.7 33.0 38.9 41.0 
25.2 24.5 31.1 32.1 38.0 39.9 
31.9 30.5 37.2 36.3 46.4 47.0 
26.2 24.6 26.1 33.2 28.6 36.1 

80.9 77.6 77.2 76.5 78,8 78.9 

22.8 30.8 28.3 34.7 38.1 43.7 
25.1 26.3 32.5 32.5 44.9 44.1 
6.8 13.0 16.4 23.7 27.9 35.8 

24.1 32.9 27.2 36.1 .35.3 43.7 
33.5 51.3 35,9 44.9 42.1 50.6 

7.6 8.6 8.9 10.0 8.7 12.0 

31.7 32.3 32,6 34.6 38.4 38.8 

35.2 34.4 35,4 34.4 39.5 39.6 

40,1 40.6 43.3 45.8 49.3 50.2 

.,fP"oE"A/D//r #S 

peT. CHANGE IN IMPORT VOLU~E 
A.It ... I\"-~A#II"'''JII''*JII*lIl11ft*IIIIo"",It''''''III''' .11#11'1,111; 

JAN-JUN ANNUAL JAN-JUN ANNUAL 
94/95 94/95 95/96 95/96 

------- -------
13.8 16.3 17.3 14.0 

.8 5.1 17.8 4.9 
-16.1 -5.6 12.1 - 1\ .1\ 
20.4 23.9 22.4 14.7 

-11.2 26.0 63.1 9.7 
-3.8 -23.1 -5.9 -7.3 

12.9 17 .9 4.2 1 1 . 1 
2.1 13.5 21.4 13.9 

26.2 2.7 -.1 23.5 
1.0 3.5 -7.5 -.4 

-7. 3 6.0 30.9 -17.3 
61.4 79.2 13.4 27.7 

46.8 49.3 34.3 35 4 
45.4 49.2 29.6 32.9 
6 B. 9 56.6 61.0 50.1 
12.7 33.2 12.1 17.3 

-8.8 9.5 6.4 -.4 

39.6 9.0 28.6 36.4 
64.9 32 .4 30.4 41 .6 

164.3 73.1 45.4 37.8 
13.5 1.0 29.1 36.4 
93.4 -12.6 3.1 22.4 

34.6 23.4 6.3 211 II 

10.7 13.9 44.6 13.5 

-2.5 3.4 23.4 21.1 

28.2 19.0 -10.5 -7 3 
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TOTAL INFANTS & TODDLERS' APPAREL 

TOPS 
BOTTOMS 
TAILORED CLOTHING 
OUTERCOATS AND JACKETS 

UNDERWEAR AND SLEEPWEAR 
UNDERPANTS/SHIRTS 
NIGHTWEARjROBES . 
.LAYETTE 

HOSIERY 
SWEATS AND WARM-UPS 
SWIMWEAR 
OTHER APPAREL & ACCESSORIES 

APPAREL MARKET MONITOR 
YEAR-END 1994-96 

TOTAL MARKET SIZE - MILLION S 
.~._* ... *A.**~AAK~***AA**.A*~A •• ***.AA~RR*K~_*.~~_ •••• A.a 
JAN-JUN ANNUAL JAN-JUN ANNUAL JAN-JUN ANNUAL 

1994 1994 1995 1995 1996 1996 
------- ------- ------- ------- ------- -------

2303 5272 2371 5551 2754 6361 

420 939 469 1092 527 1180 
729 1495 720 1496 859 1710 
288 602 279 629 328 732 

83 290 90 264 86 305 

353 793 391 890 486 1115 
89 191 105 211 127 264 

165 429 213 542 252 664 
99 173 74 137 107 186 

143 330 146 339 175 407. 
138 534 127 552 114 576 

47 60 51 66 66 88 
102 228 98 223 112 249 

IlPP6'#/).7)," #.5-

PCT. CHANGE VS PRIOR YEAR 
AA**A~A~A*A~AAAA*AAKA~AA.4.~.~AA~*~ 

JAN-JUtl ANNUAL JAN-JUN ANNUAL 
94/95 94/95 95/96 95/96 

------- -------
3.0 5.3 16.1 14.6 

11.5 16.4 12.5 8.0 
-1.2 19.3 14.3 
-3.1 4.4 17. 6 16.4 

8.7 -8.9 -4.6 15.4 

10.9 12.2 24.3 25.3 
17.6 10.6 21.6 25.1 
29.0 26.2 18.2 22.6 

-25.4 -21.1 46.1 36.2 

2.3 2.7 19.5 20.3 
- B • 1 3.4 -10.2 4.3 
9.3 9.4 28.8 32.9 

-4.2 -2.0 15. 1 11.5 



Table 7. U.S. IMPORTS OF APPAREL AND TEXTlLES 
(Millions of SME and Dollars) 

Product Group 1995 Jarr-Aua 1995 Jan-AuG 1996 
SME S SME S SME I S 

App:3re/ 
Corron (inc/. 237.5 239) 5.118 S18.720 3.524 $12.882 3.6:3 S:3.16-! 
Wool 197 2.705 127 1.705 137 1.808 
Man-Made 3.604 11.557 2.442 7,714 2.383 7.6.!..! 
New MFA 336 1.669 243 1.234 184 895 

Totsl Apparo/ 9.255 S34,651 6.336 S23,535 6.317 $23.511 

TextiJas 
Yarn 1.673 sa95 1.092 S591 1.227 $637 

'Fabric 4.223 4.280 2.958 2.974 2.764 2,878 
Made-up + Misc. 3.163 4.150 2.183 2.907 2.068 2.663 

TotEl TextIles 9.059 $9.325 6.233 S6A72 6.059 S6,178 

TOTAL APPAREL 
& TEXTILE IMPORTS 18.314 $43.976 12.569 S30.007 12.376 S29.689 

Table 8. US APPAREL IMPORTS FROM SELECTED COUNTRIES 
(Millions of SME and Dollars) . 

Countries 1995 '. Jan-Aua 1995 Jan-Aua 1995 
SME $ SME $ SME S 

Big Four 
China 862 $3,518 654 $2,653 554 $2.369 
Taiwan 598 2.049 408 1,385 :364 1,242 
Korea 343 . 1,622 239 1,139 193 922 
Hong Kong 821 4.189 543 2.709 491 2.426 

Total BIg Four 2,624 $11,378 1,844- $7,886 1,602 S6,959 

A SEAN 
Indonesia 310 $1,183 211 $789 221 $S59 
Malaysia 152 675 103 445 90 417 
Philippines 465 1,540 323 1,049 301 1,020 
Singapore' 84 424 60 300 48 219 
Thailand - 244- 1,037 168 706 160 691 

Total Assan 1,255 $4,859 654 $2,500 599 $2.34~ 

Othllr·Fst' Esst 
. -

Bangla~sh 519 $1,067 378 $778 354 $743 
India . 265 1,158 ,... .185 801 218 - 843 
Sri Lanka 281 928 194 624

1 
193 676 

Pakistan 154 550 110 385 105 374 
Tutkey 178 630 131 461 103 393 

Tot. Oth. Far Esst 1,397 $4.333 620 $2.271 619 $2,286 

Mexico 774 $2,566 504 $1.676 705 S2.23~ 

CBr Countrl6s 
EI Salvador 239 $582 155 $375 ·174 $441 
Dominican Republic 632 1,733 409 1.129 419 . 1,100' 

Guatemala 185 682 121 .453 131 514 

Jamaica. 225 531 150 346 133 335 

Costa Rica. 297 757 195 SOO 167 438 

Honduras 329 918 : 205 583 320 755 

Other CBI Countn'es 71 127 48 85 44 86 
Total CBI 1.978 $5.330 I 1,283 $3,471 1,388 $3,669 

/tsly 53 $967 
i 

37 $654 39 S770 
.... ..., ~ 

%Cl'lange 
1996'1995 

SME S 

3°' '0 2°'0 
8°'0 6°,. 

.. 2~~ .. 1 O/~ 

·24~~ ·27~;' 

O~O 0·' '0 

12%, 8°' ,. 
·7% .. 3C/~ 

·5% -8% 
.. 3~~ .. SO/~ . 

·2% .1 % 

%Change 
1996/1995 

SME $ 

'. 
-15% _" oi. 
-11% ·10% 
-19% -19% 
-10% '~10% 

-13% -12% 

5% 9% 
-13% -6% 

-7% -3% 
-20% -27% 

-5% -2% 
-8% -6% 
. ,. 

-6% -4% 
18% 5% 
-1% 8% 
-5% ·3% 

-21% ·15% 
0% 1% 

40% 34% 

12% 18% 
~. -3% 

-11% -3% 
,14% ·12% 
56% 30% 

·8% 1% 
8% 6% 

5% 18% 



Table 9. U.S. APPAREL IMPORTS IN SELECTED CATEGORIES 
(Thousands of Dozen Millions of Dollars! . 

1995 .J1In-Auq 1995 .J1In-A uq 1996 ~ Cnana~ 96 9S 
AOCl!rel Gateoories Dozen S Dozen S Dozen S Doun S 

S6/tteIOO MMF Ap~r./ 

633 M&8 suit-('(P6 coats 337 $82 245 $.57 221 $.54 -10",~ ·5°/~ 

63-1 Orner M&8 coats 5.711 942 3.734 625 4.1 I 7 692 10 .... 11 °10 

635 W&G coats 6.499 983 4.145 61B 3.974 640 -4 0. .. 4'· '0 
636 Dresses 6.19B 80S 4.666 595 5.085 655 ~. 10~. 

638 M&8 krit shirts 14.060 591 9,258 394 13.122 489 420 .• 24% 
639 W&G knit silinS and blouses 28.740 1.512 19.712 990 17.803 89B ·10" .• .go/~ 

640 M& 8 shirrs. not knit 7.000 398 4.904 274 4.034 235 ·18~0 .. 14'%. 

641 W&G shirrs and blouses. net knit 8.022 558 5.901 401 5.712 3Bl ·3°,~ . .. so/o, 

642 Skirts 5.186 438 3.657 303 3.674 310 0"/. 2"/~ 

643 M&8 suits' 1,558 36 '993 23 945 25 .. So,~ 9% 

64-4 W&G suits' 5.463 175 3,908 123 3.699 127 0"1. 3% 
64S M&8 sweaters 859 59 S08 37 296 24 -48"10 ·35% 
546 W&G sweaters 2.696 235 1.626 135 1.739 150 7% 11% 
547 M&8 troussrs. slacks and shorts 10.907 672 7,.309 443 8.286 469 13~~ 6·· '. 
648 W&G troussrs. sJacJcs and shorts 16.959 954 11.&48 635 10.498 611 ·10"/. -4% 

549 Bras. etc. 27.699 769 16,275 505 15.636 451 .. 14°/~ ·11% 
6S<J Dressing gowns. etc. 1,001 96 5S4 49 565 51 0"/. 4% 
651 Nighrwear and pajamas 4.306 235 2.7T7 159 2.561 148, .. :.:S% .7'% 

652 Underwear 25,768 362 16,971 235 14.079 2·14 ·17% -9% 
659 Other man-made fiber apparer' 47,313 1.133 32.633 nl 31.149 736 -5% ·5% 

SelectMi Catton App;uvl 
333 M&B suit-type coats 61 $20 47 $16 38 $14 -19% -13% 

334 O1herM&B coats 2.610 476 1.726 318 1.321 218 ·23% -31% 

335 W&Gcoats 1.684 342 1,,260 233 1.288 225 2"/. -3'1'. 

335 Dresses 4,391 38S 3,253 266 3.431 306 5% 6% 

338 WB krit shilts 47.967 2,513 33.097 1,712 38.138 1,692 15% 11% 

339 W&G knit shirts a blouses SS.501 1,789 25.842 1.275 26.847 1.302 4% 2"k 

340 M&B shirrs. not knit 28.906 2,3S0 19.461 1,561 17,390 1.406 ·11% ·100/. 

341 W&G shirts & blouses, not knit 14.849 955 11,271 698 9.564 626 ·15% ·10"/. 

342 Skirts 4,062 276 2.961 203 4.060 278 370/. 370/0 

34S Sweaters 2.004 296 1,181 In 1,394 190 18% '7-1. 

347 M&B trousers, slacks a shorts 36,146 2.704 25.135 1.B56 25,515 1,935 2% 4% 

348 waG trousers. slacks & shorts 29,448 2.024 21,632 1.454 21,252 1.493 ·2% 3% . 
349 BIas. ete. 5,592 132 3,972 93 3;927 96 -l~o 5% 

350 Dressing gclmS, st&:. 2,~9 217 1,398 140 1.237 130 ·12"/0 .7% 

351 Nighrwsat' and pajamas 7.610 . ·:529 4,m 319 5.152 348 8% 9% 

352-. Underwear 102.166 1,110 66.047 706 75,136 831 14% 18~. 

359 Othert;tJtton apparer- .. 57,396 1,011 40.421 707 44.636 825 1000k 17% 

Sei.c1«f Wool Apparel - -
433 WB suit-type coats 373 $206 244 $136 253 $159 4% 17"k 

434 O1her M&B ~s 135 73 80 41 64 37 ·20"k ·10% 

435 W&G coats 1,322 4S8 921 330 1.197 400 30% 21% 

436 Dresses 134 SO as 33 96 35 12'7'. 6°k 

438 Knit shirts & tiousss 1,069 167 617 102 53S 104 ·13% 2% 

440 ShirtS & blouses. not knit 142 15 34 7 41 9 21% 290/. 

442 Skirts 670 129 407 89 503· 89 8% 0"/. 

443 WB suits' -4.724 0432 3.310 299 3.313 315 .",0"1. 5% 

444 W&G suits· 1,380 101 948 66 1.098 76 16% 15% 

44S WB .sweatlll's 659 164 3S6 ·91 317 76 ·11% -14-k 

446 WaG swsat8l"S 1.926 373 939 187 697 IsS ·26"k -16"k 

447 Ma8 troU$8f'S. slacks. aOO shorts 521 139 368 .95 381 107 4% 13-1. 

.us w & r:; /roussrs. slacks. and shorts 792 187 554 125 661 149 19°k 19% 

459 OtJyer wool apparer' 3,190 135 2,214 87 2,112 80 ·5% -80/. 

&IKt.d Nllw MFA Apparel 
.. 

840 Wo~n blOUS8S 2.445 $262 1.654 $207 1.404 $148 ·24% -29"10 

\ 
\ 

\ 



BEST AVAILABLE COpy 

The benefits of being a J'yIember or an Associate 1Ylel1zber ill the American Apparel 
Manufacturers Association are nwnerous and varied. 

Some finns ta!?e advantage of technically-oriented activities, others get involved in 
: marketing or rnanagenunt-related programs. All benefit fronI the contacts theg make, 
and all benefit fronz. AALvIA's publications and special reports. Each company has the 
option to decide how mllch involvement and exposure it wants. 

Benefits of AAl\1A. Membership 

• SEMlNARS 
There are opportunities to attend 
a great variety of seminars includ­
ing the Annual Meeting, Outlook, 
Apparel Research Conference, and 
the Bobbin Show/AAMA Conven­
tion. These seminars deal with 
such timely topics as marketing, 
consumer research, modular man­
ufacturing, electronic data inter­
change, apparel contracting, care 
labeling, and quick response imple­
mentation, just to name a few. 

• PUBLICATIONS 
AAMA produces over 125 infor­
mative publications each year, 
dealing with virtually every facet 
of the apparel manufacturing bus­
iness, such as the AAMA Newslet­
ter, Washington Letter, Technical 
Bulletins, Apparel Research Notes. 
and many other reports and pa­
pers on special topics of interest to 
the industry. 

.- DIREcroRY 
A very special publication, the 

. AAMA Directory of Mr:mbers and 
Associate Mr:mbi:rs is one of the 
most complete and up-to-date 
listings of the top names in the 
apparel iridustry in print today. 
Apparel manufacturers listed in 
this Directory represent approxi­
mately two-thirds of the apparel 
produced in the United States to­
day. As a valuable source of 
infonnation, the AAMA Directo­
ry is a handy one-step reference 
to aid appaz:el manufacturers in 
their search for sourcing, materi­
als, equipment and suppliers. The 
specialized listings and indexes 
provide additional information 
found in few other places. In add i­
~on, the Directory contains ~nforma-

economic trends oLthe American 
apparel industry and discusses its 
place in American commerce. In­
cluded are statistics on imports, 
employment, physical output, etc. 

• EXPOSURE-TRADE SHOW 
The annual Bobbin Show/AAMA 
Convention, held in Atlanta, has 
been the industry'S marketplace 
for over 25 years, bringing togeth­
er sewn product manufacturers 
and suppliers from all over the 
world who do the kind of solid 
business that keeps this industry 
rolling. This trade show is, quite 

AAMA Now has a 
Toll Free Number_ 

1-800-S20-AAMA 

Give Us A Call 
Today! 

simply, the best face-to-face sales 
.opportunity in the sewn products 
business. The Show provides you 
with convenient, one-stop viewing 
of the latest in apparel production 
equipment and accessories and the 
latest fashions in apparel fabrics. 
It also provides the opportunity to 
exchange ideas, see the most ad-

o, vanced technology on the market, 
and establish and maintain cus­
tomer relationships that last long 
after the Show closes. 

• LEGISLATION/REGULATIONS 

al Safety & Health Administration, 
Environmental Protection Agency, 
Consumer Product Safety Commis­
sion, Federal Trade Commission. 
and the Legislative and Executive 
branches of the U.S. Government. 

• HUMAN RESOURCES, HEAI.TH 
& SAFEI'Y ISSUES "H01'LINE" 
AAMA has appointed special 
co-counsels to help associate and 
member companies with their hu­
man resources, health and safety 
questions through the use of a 
special telephone "hotline" and a 
free monthly newsletter. The co­
counsels are available for limited 
free consultation for assistance in 
routine matters. 

• ELECTRONIC CATALOG 
The Associate Member Congres: 
of the AAMA has recently deve! 
oped an industry wide electroni[ 
data base of goods and services tc 
the apparel industry. The Elec 
tronic Catalog, which premiered aJ 
this year's Bobbin Show, was cre 
ated in effort to enhance the mar 
keting of Associate Member': 
products_ This valuable tool wil 
not only be of great help in mem 
bers pre-show planning, but rna) 
also be used throughout the yea: 
in sourcing products for their op 
erations. -The Electronic Catalot 
is the culmination of a four yea l 

joint effort i:Jetween the AMC ane 
Clemson Apparel Research in co 
operation with Bobbin. 

• ASSISTANCE 
You'll have at your disposal a pre­
pared, full-time professional staff 
who deal with subjects ranging 
from technical and financial to 
marketing and public relations to 
- • • 0 Jecial °Jroblems 
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EXECUTIVE SUMMARY 

The furniture industry in Bulgaria, one of the first craft industries in the 
country, dates back to before 1876 when artisans created unique caNed pieces 
of furniture. In 1939, furniture manufacturing production accounted for 10.3% of 
the total industrial production of the country. It employed 9,600 workers and 
ranked third among the 16 branches of industry. Between 1949 and 1989, the 
furniture industry paralleled the country's socialist industrialization development 
which resulted in administrative consolidation, expansion and technical 
restructuring of existing enterprises and the creation of new ones along with a 
decline in production occurring in the late 80s. And in 1992, furniture 
manufacturing production had declined to 0.9 % of the total industrial 
production of the country. 

In spite of the good intentions and investments made, the centrally­
planed economy led to a number of negative consequences that continue to 
influence the industry. This was a period of furniture manufacturing characterized 
by uniformity, low quality and absence of modern deSign. Factories produced 
exports for COMECON member-countries, only. The low quality criteria, lack of 
competition and fixed low prices maintained a high demand for product. 
Government policy often resulted in poor planning decisions. And, finally, the 
placing of the industry in the lowest remuneration category forced the qualified 
work force to other industries. 

1989 found tile furniture manufacturing industry in a conundrum situation. 
The industry enjoyed a relatively good production base, an abundant labor 
source and a relatively low indebtedness to banks and suppliers. But, the loss of 
traditional markets, the limited financial possibilities and the lack of professional 
managers to handle the enterprises' resources critically reduced furniture 
production. Some factories were forced to close down. 

In 1990, as Bulgaria evolved from a state-regulated planned economy 
toward a market economy, the furniture manufacturing industry experienced the 
full range of fiscal problems that characterized this period. At this point, the 
deregulation process was not successful as there was not strategic plan in place. 
This abrupt and total decentralization led to a multitude of problems for the 
furniture manufacturing industry, characterized mainly by a lack of information 
and market research, accumulation of inventory, and dependence on bank 
loans. 

To date, about 60% of the furniture manufacturing industry has been 
privatized, including over 2/3 of the largest enterprises. 
Because privatization of the industry only started in 1996 and more than 50% were 
bought out with investment vouchers, it would be difficult to determine the 
overall economic effect at this point. Currently, foreign investment has not been 
an important factor in the industry. By the end of 1995, the private sector owned 
11 % of the industry's fixed assets. It employed 7% of the workforce and realized 
12% of the total soles of the industry. 

At present, over 1300 Bulgarian companies manufacture furniture. State 
and municipal firms account for about 52; Privatized companies number about 
78; Cooperative firr"1s represent 39 and firms founded by individuals (private firms) 
make up 1131. Most of these companies are registered in Sofia based on the 
principal of end market denSity. However, some companies locate closer to the 
source of raw material and in proximity to the specialized secondary schools from 
which they hire their labor pool. 
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Current changes in housing construction, import-export markets, and 
consumer's criteria have changed the natured of products being manufactured 
in the furniture industry as follows: 

• Decrease in mass production; 

• Increase of quality; 

• Increase of market share of office and shop furniture; 

• Utilization of new materials previously unknown to the industry; 

• Development of new state-of-the-art designs. 

In addition, the market profile is drastically altered. Now, the industry has 
been forced to find new trade partners for export, raw materials and 
commodities import. It is now faced with a more competitive environment 
characterized by a greater need for marketing and advertising communications. 

As the furniture manufacturing industry's support institutions disappeared 
with the new economy, the need arose for the industry to unite on a regional 
basis and form associations to carry out joint problem-solving policies. Although 
in their infancy, it is hoped that these associations, set up regionally, will be 
effective in helping the industry develop and grow to its full potential. 

Although product profile has changed in the last decade, the share of the 
furniture industry in Bulgaria's total industrial output has remained more or less 
stable at about 0.9%. 

Industry product profile is defined by wooden cabinet furniture for the 
home; office furniture; kitchen furniture; upholstered furniture; accent pieces; 
outdoor furniture; and mattresses. 

Categories of manufacturers are divided per state-owned, privatized, and 
private. 

NIBA Consult Ltd., Sofia, has divided the industry as follows: 

Group 1 
Group 2 
Group 3 
Group 4 

Large Batch Production 
Medium Batch Production 
Small Batch Production 
Manufacturers of small 
wooden articles and 
custom-made furniture 

80+ employees 
31 - 80 employees 
11 - 30 employees 

2 - 3 employees 

Plant machinery and equipment currently being used in the industry varies 
by almost a century. Some well-capitalized factories enjoy state-of-the-art 
equipment; Some have 1980s technology; Much of the industry is facing the 
replacement and/or updating of unreliable older machinery. 

In general, raw materials for furniture production are readily available to 
all groups. 

Ample training is available to anyone who wishes to enter the furniture 
manufacturing industry from a secondary level to a Ph.D degree. 
Although these courses are technically strong, research indicates that they need 
additional emphasis on management and marketing skills. 
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Presently, there is no industry-wide standardization for quality and/or 
consumer-safety in the furniture industry. This is especially important for exported 
goods. Market data (domestic and export) does not exist. Many exporters have 
found a greater market for cheap raw materials over end products. There is, in 
many cases, a discrepancy between market demand and manufacturers' 
technical capabilities and product flexibility. Other important factors affecting 
the furniture market are an absence of marketing strategy and advertising. 
However, it is believed that the development of entrepreneurship in recent years 
will have a positive effect on the overall market. 

In 1995, the total furniture sold in Bulgaria amounted to over USD 80 million. 
However, the domestic market is affected by the sale of imported furniture. Some 
major foreign companies have opened trade offices in Bulgaria. Their furniture is 
of a considerably higher quality in the terms of design, color range and material. 
Most affected by foreign competition are office and bank furnishings, kitchen 
cabinets and upholstery categories. 

Domestic market consumers can be divided into three groups: 

Mass consumer 
Emerging Middle Class 
Upscale 

85% of pop. 
10% of pop. 

5% of pop. 

Low income; scant savings 
Growth area 
Currently buy imports 

In the past few years, furniture manufacturing quickly re-oriented its 
markets. Bulgarian furniture is now sold in over 70 countries and has established 
stable trade contacts in Austria, France, Germany, Great Britain and others. In 
1996, exports to Europe accounted for 87% of the total export of furniture 
products and exports to the Middle East and other countries in Asia amounted to 
10% (USD for 1996 $31,240,000.) 

Industry Potentials for FLAG Assistance 
There are a total of 1,300 furniture manufacturing companies in Bulgaria 

(according to available statistics.) The potential market for FLAG assistance to 
individual furniture companies, however, is limited to: 

• Start-up companies numbering 1,131 of which approximately 100, 
based on number of employees and other criteria would qualify for 
FLAG assistance. 

• All privatized companies - and those in the process of privatization -
totaling 90. This number will grow by 60 when all state-owned 
companies are privatized, making a total of 150. 

Strengths and Weaknesses of the Furniture Industry in Bulgaria 
As the Bulgarian economy grows and becomes stronger. the demand for 

well-designed, high-quality decorative home and commercial furnishings will 
increase both domestically and in the export markets. As this occurs, this industry 
will develop in importance to the overall Bulgarian economy. 

• Advantages: Infrastructure, raw materials, low-cost skilled labor, 
export orientation. 

• Weaknesses: Present low demand, shortage of capital, high energy 
costs, lack of marketing knowledge. 
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Recommendations for FLAG Assistance Strategy in the Furniture Industry 

Industry Level - Assist and consult with the government in areas that concern and 
support the furniture industry 

1. Lobbying for regulation of imports of raw materials and distribution 
of wood supplies; 

2. Collecting and organizing industry information on economic, 
production, exports and other industry indicators; 

3. Collection and timely dissemination of specialized information 
affecting the industry; 

4. Setting-up of test labs. 

Trade Association ~ - Assist in the establishment of effective trade 
associations, both regionally and nationally 

1. Assist the furniture industry by providing a voice for all members in 
lobbying parliament on issues important to its health; 

2. Provide education to the trade association on how to assist in setting 
up training courses and seminars to education members on: 

a. Management skills 

b. Export information & regulations 

c. Sales training on product & design 

d. Financial issues 

e. Marketing issues 

3. Organize networking among members; 

4. Establish international contacts; 

5. Exchange of timely information through newsletters & other 
publications; 

6. Build awareness of export quality standards that are to be certified by 
a qualified testing laboratory. 

Firm level Assistance - Assist with FLAG programs in the following general areas 

1. Marketing assistance 

a. Identifying and developing new markets; 

b. Product development; 

c. Advertising; 

d. Creating a marketing strategy; 

e. Exporting expertise; 
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2. Financial management 

a. Creating business plans; 

b. Cost analysis; 

c. Locating financial sources; 

3. Technical assistance 

a. Equipment analysis (valuation & acquisition); 

b. Quality control; 

c. Plant modernization. 

In general, most start-up furniture manufacturing firms are in need of 
marketing assistance. As in other industries, this is especially true of the privatized 
companies. Many of the start-up and privatized companies are managed by 
former employees of state-owned furniture factories who have technical skills but 
no marketing experience. 

The furniture industry, with its ample supply of raw materials, low labor 
costs, geographic locations across the country, and growth potential as the 
economy improves, should be an ideal candidate for FLAG assistance. 

SURVEY METHODS 

The present furniture manufacturing survey has been based on the 
following information sources: 

• National Statistics Institute data; 

• documents and periodicals of the Privatization Agency; 

• company catalogues; 

• research of the Forestry Engineering University; 

• independent research and analyses of NIBA Consult; 

• informal interviews of furniture manufacturers and traders; 

• talks with managers and experts in fUrniture manufacturing. 

It's important to note the following problems encountered in gathering 
primary information: 

• The National Institute of Statistics does not do research on furniture 
manufacturing since it does not consider it a major industrial branch. 
Annual statistical reference sources do not present data on furniture 
manufacturing. 

• Data from the National Statistics Institute, even when available, is 
often contradictory and can at best provide a rough guide. 
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• Private furniture manufacturing companies have been observed since 
1995. Hence, it is difficult to draw conclusions about the private sector 
financial and economic developments. 

• The most recent data of the National Statistics Institute does not go 
further than 1995. 

• There is no established informational system for privatization and 
investment developments in furniture manufacturing. 

The following should be taken into consideration when making use of 
data presented in our survey's tables and appendices: 

• Private companies distribution has been established on the basis of 
information collected so far by the method of sampling. Percentage 
representation of management factors does not include small firms 
and self-employed persons who employ 1 to 2 workers. 

• A separate group of factories which manufacture furniture in addition 
to other business activities has been included. These factories cannot 
be ignored since they possess all the characteristics of large, 
specialized furniture companies. 

• When reporting on financial and economic indicators, the concept of 
state-owned factories has been stretched to cover co-operatives and 
privatized firms. This deficiency will be eliminated when reporting on 
the 1997 results. 

• Financial data and changing indicators have been calculated in US 
dollars on the basis of the exchange rate for the respective year since 
furniture articles have not changed their dollar price for the last few 
years. Due to lack of foreign currency market until 1992, data for 
earlier periods has not been included. 

• The presented financial and economic factors follow the guidelines of 
Bulgarian accounting standards. Factories cash flow and reports are 
presented in an appendix .which makes possible the identification of 
other factors where incompatibility of national and international 
accounting systems requires it. 

Recommendations on furniture manufacturing developments have been 
formulated with the expectations that the overall economic conditions in 
Bulgaria will improve over the years and the negative influences of privatization 
chaos will be eliminated to give way to a normal working environment for the 
functioning of production and market relations. 
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PERSPECTIVES AND PROBLEMS OF 
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BULGARIA 
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Bulgarian furniture manufacturing is at a turning point in its development 
and on its way to combining the best characteristics of socialist heritage with the 
advantages of market economy. Good management and well targeted 
investment can give an impressive impetus to furniture manufacturing. 
Conversely, insufficient familiarity with significant changes in the industry, lack of 
development strategies and inadequately qualified managerial staff might limit 
the progress of furniture production and lead to a waste of extremely favorable 
profit-making conditions. Furniture manufacturing is therefore a challenging 
industrial branch for energetic and knowledgeable business oriented people. 
Tourism, tailoring and the food and beverage industry have attracted attention 
long ago. 

The roots of furniture manufacturing in Bulgaria are to be found among 
the spread of practices that developed craftsmanship occurring during the first 
half of the previous century. A pro-European orientation led to the emergence of 
small and medium sized private companies which led to furniture manufacturing 
becoming, by 1939, the third most important industry (out of 16 industrial 
branches) according to the number of employed workforce. Socialist economy 
transformed furniture factories into large, up-tO-date manufacturers of a wide 
range of furniture and wooden articles. 

These conclusions resulted from our in-depth assessment of furniture 
manufacturing in Bulgaria. The present study outlines the development of 
furniture production under different social and economic systems in Bulgaria. It 
also analyzes the major parameters relevant to the industry and draws 
conclusions that are accomplished by suggesting measures that should be 
applied to furniture factories currently existing in Bulgaria. 

The main conclusion of our study is that despite the unfavorable 
conditions of the p.'esent environment. furniture manufacturing is currently in a 
state of upsurge and its significance for the Bulgarian economy will be ever 
growing in the near future following the expected full scale privatization, 
investment and consultancy assistance. Furniture manufacturing has the 
following marked advantages over other industrial branches in Bulgaria: 

ADVANTAGES OF FURNITURE MANUFACTURING IN COMPARISON WITH OTHER 
BULGARIAN INDUSTRIES 

1. Deep-Rooted Traditions of Furniture Manufacturing in Bulgaria. One can still see 
many craft shops all around the country which use machinery that was 
installed there by master furniture makers in the 30s and 40s. A third 
generation of workers is using these to produce high quality attractive 
furniture. Furniture making calls to the fore the typical Bulgarian creativity, 
talent for invention, sense of modernity and industriousness. 

2. Bulgarian National Psychology. Bulgarians cherish possessing and furnishing 
their homes with care and taste. These ambitions have not been eliminated 
even in times of great economic stagnation. Modern trends for current and 
complete house redecoration have also found their way here. 

3. Characteristics of Furniture Manufacturing. Furniture manufacturing is 
characterized by a short production cycle and rapid return on working 
capital. 

4. The Country's Industrial Capacity. The socialist period witnessed the 
construction of impressive furniture manufacturing centers spread throughout 
the country. This is a good base for a profitable industry. 
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5. Well Developed Infrastructure. Large furniture factories are connected not 
only to the road but also to the railway network. 

6. Availability of Raw Materials. Bulgaria has enough wood to satisfy the needs of 
furniture production. 

7. Well Qualified Workforce. Bulgaria can boast highly qualified furniture 
production and design specialists. There are specialized schools and institutes. 

8. Connection with Priority Branches. The development of tourism in Bulgaria is 
closely connected to the complete and modern furnishing of tourist outlets, 
which significantly expands the home market. 

9. Export Orientation of the Branch. Bulgarian furniture products sell well on the 
international market. 

10. Forthcoming Full Scale Privatization. In the next couple of years all furniture 
factories will be privatized. 

Recent years have shown the following patterns of development: 

DEVELOPMENT PATTERNS 

1. Increasing the number and technical range of furniture companies. Our 
assessment shows that due to the advantages enjoyed by the industrial 
branch mentioned above, more and more entrepreneurs are attracted to 
furniture production. 

2. Improvement of the industrial base of existing factories. There has been an 
increase in the introduction of state-of-the art machinery and an expansion of 
industrial areas. 

3. BeHer quality of furniture products. This trend has been conditioned by market 
developments. 

Furniture production can develop along the following lines: 

DEVELOPMENT PROSPECTS 

1. Regional structuring of furniture production. There are a number of informal 
structures around the country set up to minimize supply difficulties and thus 
facilitate furniture production and distribution. On the other hand, large 
manufacturers are technically equipped to assist smaller manufacturers in 
wood drying, pressing and surface treatment. The former can therefore serve 
as a form of regional center with regard to specialization and cooperation. 

2. Cooperation with foreign companies by performing only some industrial 
processes in Bulgaria and widening the range of furniture products. 

3. Introduction of modern furniture production methods (mainly of foreign 
investors) targeted at high quality furniture export. 

Major constraint on furniture production in Bulgaria is imposed by the lack 
of working capital and an institutionalized base for the functioning of the industry. 
There are no legal institutions with procedures for the compulsory testing of 
furniture products to ensure compliance with international standards and 
requirements. Access to information is deeply unsatisfactory. The large, socialist 
created and state subsidized, scientific and furniture production institutes were 
closed down. 
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When restructuring furniture production in Bulgaria, the following risks 
should be taken into consideration: 

RISKS 

1. Increased competition with foreign furniture import companies. Bulgarian 
consumers have changed their requirements over the last few years. They 
expect high quality products and services in return for their spending. Foreign 
companies have been quick to recognize this development and enter the 
Bulgarian market through their offices and company shops. Their task was 
made easier by the difficulties experienced by large Bulgarian manufacturers 
in the period 1991-1995. The market vacuum created was filled by high quality 
foreign products heavily advertised. 

On the other hand, imports had the stimulating effect of increasing the 
quality of Bulgarian products. Production management improved and 
furniture manufacturing started to use high quality imported materials and 
chipboard. 

2. Investment in obsolete imported machinery. Due to the limited financial 
resources of Bulgarian furniture manufacturers, foreign equipment 
manufacturers and distributors offer obsolete equipment. Small furniture 
manufacturers, on the other hand, purchase obsolete machinery from former 
state factories in the process of privatisation. Investments in restructuring and 
machinery replacement, therefore, should be made only after a detailed and 
expert analysis of company offers. 

3. Rising prices of fuel and electricity are another potentially risky area for 
furniture manufacturing since fuel and electricity costs are a major expense in 
furniture produc·ion. The solution to this problem should involve energy-saving 
measures and the reduction of energy waste to a minimum, 

4. Furniture production should be adjusted to market demand. Consumer 
demand and purchasing potential (for the domestic market) should be 
properly studied and international market opportunities should be actively 
developed. 

In conclusion it should also be pointed out the promising actions of the 
current Bulgarian government in the social and economic sphere which raises 
hope for reducing the effect of unfavorable conditions and furniture production 
risks. 

FURNITURE FACTORIES CHARACTERISTICS 

Transforming furniture manufacturing into a profit-making branch requires 
concrete and properly targeted efforts with regard to investment and 
consultancy. It is therefore well justified to group furniture manufacturers 
according to their typical characteristics, problem areas and development 
potential. 

Typical characteristics include: 

• factory equipment; 

• production technologies; 

• production management; 

• number of personnel; 
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• type of ownership. 

The above mentioned parameters can be used to characterize 4 furniture 
manufacturing groups: 

1. Large Batch Production Factories 
These factories develop all stages of the furniture production 

technological processes. They are in possession of high efficiency equipment and 
operate in a closed cycle including everything from the raw materials to the 
finished products. Their personnel usually exceeds 80 persons. These are state 
owned factories and former state owned factories, which have been 
transformed into new private companies. 

2. Medium Batch Production Factories 
These factories develop the technological processes for all stages of 

furniture production. They are in possession of multi-purpose units and some 
specialized machinery; they operate in a closed cycle from raw materials to 
finished products and their personnel range from 31 to 80 persons. These are 
cooperatives, municipal entities and start-up private companies. 

3. Small Batch Production Factories. 
These factories are well equipped for furniture forming where limited 

surface treatment is required. They are in possession of multi-purpose machines 
and the operating cycle is semi-complete since they use mostly semi-finished 
materials. These are private companies with personnel ranging from 11 to 30 
persons. 

4. Manufacturers of Small Wooden Articles and Custom Made Furniture 
These factories are well equipped for furniture forming where minor 

surface treatment is required. They are in possession of a limited number of multi­
purpose machines; they manufacture small wooden articles from raw materials, 
and custom made articles from semi-finished products; there are private 
companies with up 'to 10 employees. 

Our study analyzes furniture manufacturing on the basis of the four major 
groups described. 

There is a large number of woodworking companies equipped with few 
multi-purpose machines which are used mainly for furniture repair and a limited 
range of other services. Their staff consists of 2 to 3 employees. 

These companies are not an object of the present study since they do not 
manufacture finished products. 

The percentage of the each factory group out of the whole number of 
existing furniture factories is presented in Table 1. 

Table 1. 
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PROBLEM AREAS IN EACH GROUP 

The following table (2) presents and ranks the range of problems 
associated with each group of manufactures. 

General problem areas of furniture manufacturing are outlined in the 
review of furniture production macro-environment characteristics. (see 1.2) 

The acuteness is graded from a for lack of problems in the appointed 
group to 3 for grave problems whose solution necessitates both factory initiatives 
and qualified outside assistance. The intermediate grades of 1 and 2 characterize 
the problem as: one that can be eliminated by means of measures undertaken 
and financed within the factory (1), or by engaging outside assistance (2). 

Table 2 
Problem Areas 

Group Group Group Group Problem 
1 2 3 4 Gravity 
I II III IV (points) 

7 2 3 4 5 6 
I. Machinery 35 
1. Poor condition of machinery 3 1 a a 4 
2. Lack of high quality instruments and 3 1 1 2 7 
spare parts 
3. High energy consumption of 3 2 1 1 7 
production 
4. Unsatisfactory safety level 1 1 2 3 7 
5. Risk of accidents or the halting of 3 2 2 3 10 
production processes 
II. Production Process Management 23 
6. Use of poorly compatible 1 2 3 2 a 
technologies 
7. Lack of sufficient production space a a 1 3 4 
a. Lack of adequate means for a 2 3 3 a 
transporting components within the 
factory 
9. Unsatisfactory technical and 3 a 0 0 3 
management conditions for 
_Qroduction change 

7 2 3 4 5 6 
III. Managerial staff 
10. Poorly qualified production 2 1 1 0 4 
personnel 
11. Poorly qualified managerial staff 3 2 2 3 10 
12. Lack of flexibility and preparedness 3 1 0 0 4 
for change 
13. Low pay 3 a 1 2 6 
IV. Market related 
14. Too few existing markets 3 2 1 1 7 
15. Lack of adequClte marketing and 3 3 1 2 9 
advertising 
V. Lack of associations 1 2 3 3 9 
Overall gravity of problems 28 15 17 22 82 

The following conclusions can be drawn: 
Four problems have proved to be most prominent in furniture production These 
are: 
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• risk of accidents or the halting of production processes (overall gravity 
of 10). This is related to the current state of energy carriers in the 
country. 

• poorly qualified managerial staff (overall gravity of 10); related to 
transition difficulties of the country. 

• lack of adequate marketing and advertising (overall gravity of 9). So 
far furniture manufacturers have not been able to allocate funds for 
marketinQ research and advertising. 

• lack of regional associations (overall gravity of 9). This is a particularly 
severe problem for group 3 and 4 factories since it limits their supply of 
cheap raw materials and so their participation in both the domestic 
and foreign market. 

Our analysis shows that efforts should be mainly targeted at group 1 where 
the overall gravity of problems ranges from 28 up to a maximum of 48. 
Equipment, personnel, management and marketing should be dealt with first . 

Factories from groups 2 and 3 are the most adaptable due to lower levels 
of problem gravity. 

16 



"j SITUATIONAL ANALYSIS OF THE 
FURNITURE MANUFACTURING 

INDUSTRY IN BULGARIA 

17 



1. DEVELOPMENT OF FURNITURE MANUFACTURING IN BULGARIA 

1.1. Furniture manufacturing up to 1989 
The furniture manufacturing industry is a traditional industry of the 

Bulgarian economy. It is one of the first craft industries in the country and dates 
back to before 1876. Typical for the early craft period was the making of unique 
carved pieces of furniture of high artistic value. 

After 1876, conditions were set for the development of a national 
economy. The first furniture manufacturing enterprises were opened. Within a 
short period, furniture manufacturing became one of the leading branches of 
industry. In 1939, furniture manufacturing accounted for 10.3% of the total 
industrial production of the country. It employed 9,600 workers and ranked third 
among the 16 branches of industry, coming after the food and textile industries. 

The development of furniture manufacturing between 1949 and 1989 
followed the course of the country's general economic development and 
featured all the characteristics typical for socialist industrialization. The 

" J development of the industry passed through three major phases: 

• administrative consolidation; 

• expansion and technical restructuring of existing companies and the 
creation of new companies; 

• decline of production. 

In spite of the good intentions and the investments made, the centralized 
planned economy led to a number of negative consequences that have been 
influencing the industry to date. 

• The accelerated uniform construction of administrative and 
apartment buildings that was imposed by fast urbanization 
determined furniture manufacturing product structure. The furniture 
manufactured was characterized by uniformity, low quality and 
absence of modern deSigns. 

• The trade balance in the companies were maintained artificially. 
Unlimited quantities of raw materials, generally local and cabinet 
wood from Komi (Russia), were supplied through centralized planning. 
The raw materials and basic commodities that necessitated 
importation from western countries were paid for by the state out of 
the country's currency reserves and the government did not require 
adequate pricing of the end product to be made. The exports of the 
furniture products were secured on the markets in the COMECON 
member-countries. The low quality criteria, lack of competition and 
the fixed low prices maintained a high demand for furniture products. 

• The management of the individual furniture manufacturing 
companies was limited to the fulfillment of government policy through 
central management institutions. The inefficient production and 
management decisions that led to important losses, were 
compensated by the state with financial and commodity loans. In 
actual fact, enterprise managers had no opportunity to make 
independent decisions. The deciSions on restructuring, technical 
enhancement, employment matters, and other important decisions 
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were made without the participation of the companies management 
boards. 

• The placing of the industry in the lowest pay-categories resulted in the 
moving of the highly qualified work-force to other industries. 

At the end of 1989, important changes occurred in the country, and the 
furniture manufacturing industry found itself in quite a controversial situation. On 
the one hand, the industry enjoyed a relatively good production base, modern 
technology and organization of production, labor, and a relative low 
indebtedness to banks and suppliers. On the other hand, the loss of traditional 
markets, the limited financial possibilities, and the lack of professional managers 
to handle the enterprises' resources critically reduce furniture produc~ion. Some 
furniture manufacturers were forced to close down. 

In 1989 there were 68 large state-owned furniture manufacturing 
enterprises and over 50 smaller state companies and a multitude of small 
independent workshops. 

Furniture manufacturing companies were included in the system of 
several institutions and organizations: 

• SO Mebel at the Ministry of Forestry /the largest group including 32 big 
state plants that formed the main body of the furniture 
manufacturing industry and produced over 2/3 of the total furniture 
output/; 

• SO Stara Planina at the Ministry of Forestry /enterprises that, along with 
woodworking as main activity, also included independent furniture 
manufacturing/ ; 

• Central Union of Labor Artisan Cooperatives / craft's cooperatives of 
which around 30 were specialized in furniture manufacturing/; 

• Ministry of Light Industry /combined industrial enterprises in all big 
towns carrying out seNices for the popUlation, including custom-made 
furniture/ ; 

• Ministry of Machine-Building /plants manufacturing tubular furniture, in 
most cases as additional activity/; 

• Municipalities /specialized furniture manufacturing municipal 
companies/; 

• Other organizations and institutions such as the Ministry of Justice, the 
Union of Bulgarian Artists, the Union of People with Impaired Hearing 
and others. 

Scientific research was concentrated in three specialized branch units: 

• the Institute for Furniture and Furnishing; 

• the Furniture Manufacturing Scientific and Research Center / NIBA /; 

• the Higher Technical Forestry Institute. 
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Imports of raw materials and commodities and exports of furniture was 
performed in a centralized manner through the state company Lessoimpex. 

1.2. The furniture manufacturing industry after 1989 

1.2.1. Political and economic environment 

In 1990 radical economic changes started in Bulgaria- the transition from 
a centralized and state regulated planned economy toward the development of 
a market economy. In the industrial sector, the reform incorporated four basic 
components: 

• decentralization, de-monopolization and restructuring of state-owned 
companies; 

• market, technological and product restructuring; 

• privatization; and 

• liquidation of loss generating enterprises. 

In the past few years, despite the difficulties and the setbacks, the first 
steps were made towards restructuring of ownership, decreasing of the role of 
the state, liberalization of prices, foreign trade regulations, restructuring of the 
banking system, etc. However, the process has also been accompanied by some 
negative tendencies - galloping inflation, large budget deficit, high interest rates, 
increasing internal debt, bankruptcy of banks, a sharp drop in real income, 
destructive fiscal policy, excessive liberalization of monetary, currency and 
imports policies, economic corruption and crime. 

After 1989, the industrial enterprises are characterized by the following 
features: 

• traditional foreign markets have been lost for good; in addition, the 
repressing of the domestic market has led to the accumUlation of 
stock reserves and a large indebtedness to banks; 

• the financial situation of the state-owned enterprises has markedly 
deteriorated after the cessation of subsidies and the companies have 
found a substitute for the government subsidies in the banking system; 

Furniture manufacturing is characterized mainly by radical changes in 
state regUlations, controls, ownership, product strategy, management, and 
market concepts. 

1.2.2. State regulations and controls 
A basic issue in the structural reform after 1990, was the reduction of the 

role of the state in the country's economic life. 

In the absence of an appropriate government strategy and a concept 
for the country's economic development, the deregulation process was not 
successful. 

The lack of appropriate strategy acutely affected the furniture 
manufacturing industry. From the start of the transition, the industry was switching 
its affiliation to different central ministries and institutions, some of which were not 
interested in the industry. In 1989, the economic group SO Mebel was closed 
down. Until then, SO Mebel had carried out the entire planning, financial, 
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economic and trade activities of the industry's state companies. In the 
beginning of 1991, the specialized scientific and research unit, working in the 
field of furniture manufacturing management and organization, was also closed 
down. Shortly after, the methodological functions of the Institute of Furniture and 
Furnishing were suspended. Finally, the transfer of the state~owned furniture 
manufacturing enterprises under the direction of the Ministry of Industry actually 
completed the process of detaching the industry from its natural environment -
the raw material base. On the other hand, the Ministry of Industry, overburdened 
with other functions, did not give special attention to the industry's specific 
problems in the period of transition toward a market economy. 

The absence of any government policy whatever (structural, investment, 
scientific, foreign trade and so on) with relation to the furniture manufacturing 
industry and the abrupt and total decentralization led to the following negative 
results: 

• the industry lost its viability to defend its interests before the legislative 
bodies with regard to the competition in imports and raw material 
distribution; 

• the entire information base that was necessary for the operational 
and strategic planning in each enterprise, was destroyed; 

• qualified intellectual resources were dispersed; 

• the industry lost the possibility of developing benchmark standards, 
market research, benefits from foreign expertise. 

There are still about 50 state-owned furniture manufacturers. Of them, only 
the municipal and the smaller state~owned firms have a relatively good prospect 
for working in normal conditions by reason of their lower indebtedness and 
relative low concentration of production capacities. The main problem that big 
furniture manufacturers are facing now is the change of ownership. All the 
existing organizational and management decisions are being put off until new 
owners take over. 

1.2.3. Privatization 
The first Act to regulate the privatization process, the Law on Privatization, 

was adopted in the middle of 1992. Despite good intentions over the past five 
years, the privatization process in Bulgaria has been very slow. 

The first step toward privatization was the transformation of the stat& 
owned enterprises into on&man businesses with stat&owned property. In that 
interim form, ownership was transferred from the state to societies, and the aim 
was to make the state-owned companies work in market conditions. In practice 
however, the state retained control over newly established companies. 
Subsequently, a number of legislative documents were adopted regulating the 
privatization of companies and annual programs for cash privatization (through 
direct payment) and mass privatization (through investment vouchers) were 
approved. 

The privatization process of the furniture industry is characterized by the 
following specific features: 

Furniture manufacturing is not among the priority industries in government 
privatization programs. The reason however, is not that the government is 
unwilling to privatize the furniture manufacturers but the fact that the industry is 
considered as non-strategic for the GOP growth; 
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The present government is 100 per-cent in favor of privatization of the 
furniture industry in the shortest amount of time. Presently. the privatization 
process has been delayed chiefly because of two reasons: (i) invalid tender 
papers; (ii) high initial price for some enterprises. 

There is increased interest in the purchase of all the enterprises in the 
industry by privatization funds and private persons; 

The lack of information and advertising about companies available for 
cash privatization is also a problem. 

In light of the fact that the privatization of the furniture manufacturing 
companies started in 1996. it is not possible to make an adequate analysis of the 
economic effect resulting from privatization. Most likely. such an analysis can be 
done in 2-3 years. considering that more than half of the furniture manufacturing 
companies were bought out with investment vouchers. At present the majority of 
privatization funds (big owners) are not disclosing what level of participation 
they intend to keep in the management of those companies. 

To date. about 60 per cent of the furniture industry has been privatized. 
including over 2/3 of the largest companies in the industry. Thirty-one furniture 
manufacturing companies and 24 wood-working and metal-working firms have 
been privatized through investment vouchers. Some of those companies have 
retained shares for cash privatization and restitution claims. 

The goal is the remaining companies that are not privatized through 
investment vouchers. should be sold out under the cash privatization 
mechanism. Since 1995. over 20 firms have been bought out under the cash 
privatization formula. All the large state-owned firms. excluding the firms 
manufacturing school furniture. are being prepared for cash privatization. 

After the adoption of the Law on Cooperatives in 1991. the furniture 
cooperatives transformed their status. and the cooperative rights of their owners 
as legal entities were restored. 

Until now. foreign investments have not been an important factor for the 
restructuring of the furniture industry. 

To date. under the cash privatization formula. foreign investors have 
acquired interest in three state-owned companies: 

• Pirinska Mura AD - Bansko - a Bulgarian-US company (67% of capital); 

• Hemus AD - Troyan - a Bulgarian-US company; and 

• Buies AD - Bourgas - an Austrian company (70% of capital). 

1.2.4. Private sector 

The transition to a market economy in Bulgaria has been hard and slow. 
There is still no legislative mechanism for the stimulation of small business. There 
are not enough specialized government programs for the support of 
entrepreneurship. 

There is no institution to measure entrepreneurship in the country. Due to 
the lack of resources. the Union for Economic Initiatives of Citizens. the only 
national organization. is limiting its activities toward changing existing legislation 
and organizing forums on specific problems in the field of entrepreneurship. 
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The banking system does not finance entrepreneurial initiatives and high 
interest rates make the few entrepreneurs who want to borrow for production 
purposes give up. 

Entrepreneurship training, although supported by international institutions, 
is still inadequate. For most entrepreneurs excessive taxation is beyond their ability 
to pay. 

In spite of the existing serious problems in the private sector, over 1100 
private firms, working in the furniture manufacturing business, have been 
registered since 1990. 

Private companies were created by three main groups of entrepreneurs: 

• Individuals who even up to 1990, performed minor carpenter services 
using their own machinery and equipment, and unemployed industrial 
workers. The companies that were created by this group of 
entrepreneurs, still possess little equipment and produce only single 
pieces of furniture; 

• Individuals with higher education and better qualification in furniture 
manufacturing. In most cases, these are people who had occupied 
executive positions in industry and were dismissed. This entrepreneur 
group created comparatively good companies on the basis of former 
contacts and production experience. 

• Individuals with no apparent relation to the industry, but possessing 
investment resources. Against the background of the total shortage of 
financial funds in the industry, the companies that were set up by this 
group, are considerably more competitive and export-oriented. 

However, although the activity in the private sector of the industry has 
been growing, it is still showing low aggregate results. By the end of 1995, the 
private sector owned 11 per cent of the industry's fixed assets, It employed 7 per 
cent of the work force and realized 12 per cent of the total sales in the industry. 

1.2.5. Changes in the product and market structure of the industry 

Changes in housing construction, import-export markets, consumers' 
criteria, etc. have changed the nature of the products manufactured in the 
furniture industry in the following directions: 

• decrease in the mass production of furniture; 

• Increase of quality; 

• increase of the market share of office and shop furniture; 

• utilization of new materials previously unknown to the industry; 

• pursuit of new designs and unique and futuristic pieces of furniture. 

The main changes in the market affected the following: 

• The geographical distribution of foreign markets changed. Until 1990, 
over 90 per cent of furniture exports were designed for the former 
Soviet Union. That market has decreased 8-fold. The industry has 
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found new trade partners for furniture exports and raw materials and 
commodities imports; 

• The industry started working in a competitive environment. The 
importation of quality western goods has affected the domestic 
furniture market; and 

• The role of marketing and advertising has increased and has become 
a major tool for the furniture market. 
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2. ORGANIZATIONAL STRUCTURE OF THE INDUSTRY 

(see Appendix A) 

2.1. Number and allocation of furniture companies by type of ownership 
At present. over 1300 companies throughout the country manufacture 

furniture. By type of ownership, they can be divided into the following groups: 

• State and municipal firms, accounting for about 4% of the total 
number of furniture manufacturing enterprises. 

• Privatized companies - about 6% of the total number of furniture 
manufacturing enterprises. These include specialized enterprises and 
companies from other branches of industry that carry out 
independent furniture manufacturing activity. 

• Cooperative firms - about 3% of the total number of furniture 
manufacturing enterprises. 

• Firms founded by individuals (private firms), which represent about 87% 
of the total number of the registered furniture manufacturing 
enterprises. 

Source of labor of a majority of private companies are the entrepreneurs, 
members of their families and maximum 1 to 2 assistants. According to a recent 
survey, 75-80% of the total number of the registered private companies 
manufacturing furniture have this profile. 

2.2. Geographical location of furniture companies 
As a rule, furniture manufacturing enterprises are created on 2 principles: 

(i) near the raw material sources. (That is also where the specialized secondary 
schools are also situated.); and (ii) in the big cities where the majority of furniture 
consumers are located. (see table 3) 

.' . 
The larger market activity explains the registration of most companies in 

Sofia. However, not all of them have developed their production base in the 
capital city. 

The location of the privatized companies does not follow any specific 
logical order. In general, the companies are founded close to raw-material 
bases. 
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Table 3 

Statistics indicate that 69% of all the furniture manufacturers are situated in the 22 
biggest towns in the country. 

2.3 .. Trade Associations and Unions 

After the close down of SO Mebel, the state-owned furniture manufacturing firms 
united on a regional basis and formed a couple of companies with the aim of 
carrying out a joint policy in solving their internal problems and for mutual 
assistance. Such economic groups were Comfort-Sofia, Trayana-Stara Zagora, 
Bules-Bourgas, Zornitsa-Dobrich and others. These groups existed for two years 
and fulfilled their purpose at the beginning of the transition period. 

At present, there are three economic groups in the industry. Despite the 
differences in the type of ownership of their members, their common feature is 
the logical linking of raw material with the end-product, that is, the uniting of 
wood-working and furniture manufacturing companies. 

Wood-working and Furniture Manufacfuring Consortium - Sofia, founded in 1995 as 
a joint-stock company. The consortium was established on a production basis 
and it unites the biggest state-owned wood-working firms and the firms 
manufacturing furniture from wood. The consortium was set up with its goal to 
carry out: 

• investment and innovation policies; 

• marketing and advertising activities; 

• trade in the country and abroad; 

• broker and representation activities; 

• information seNices; 

• marketing and economic analyses; and 
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• programs, forecasts and strategies. 

At the time of its foundation, the group included 47 firms. Later, their 
number dropped to 23. There are two main reasons for the shareholders' decision 
to quit the consortium. First. the group was created by people who had long 
worked in the top administration of the industry similar to the state economic 
group SO Mebel that existed until 1990. The administrative methods and the lack 
of funds caused the withdrawal of some firms. Others withdrew as a result of the 
privatization process. 

The Chamber of Wood-working and Furniture Manufacturing - Sofia, founded in 
1992 as a non-profit association. The Chamber has 67 state and private wood­
working and furniture manufacturing companies from all over the country on a 
voluntary basis. The association was created in order to support and protect the 
interests of employers. The main problems the Chamber dealt with in the past 
year were related to privatization, distribution of raw materials and exportation of 
wood-working and furniture manufacturing produce. 

The Wood-workers' Chamber of Crans in Bansko, founded in 1996 as a regional 
cooperative union. It unites the interests of 26 private manufacturers, some of 
which are small companies for carpentry services. 

Its aim is to unite the interests of its members and to support their activity in 
the following spheres: . 

• accelerated implementation of technical advance achievements; 

• training; 

• international cooperation; 

• information, publications and advertising; 

• economic analyses and projects; and 

• management consulting. 

Unlike the above two groups, the Chamber of Crafts has excellent 
prospects for development. Its main problems are insufficient funds and the lack 
of management experience. 

In addition to the big groups, in the past two years, several small groups, 
including 2 to 5 furniture manufacturers, were also registered with the aim to 
provide consumer services, joint exports or joint utilization of available capacities. 
Some of these are Mebelkomplekt Ltd., Sofia, the association of Albena Ltd., 
General Toshevo and Rademo Ltd., Varna and others. The objectives of such 
associations are related only to the fulfillment of their own programs and they do 
not pretend to serve or protect industry or regional interests. There are no 
associations for companies manufacturing furniture from metal, plastic and 
rattan. There are no specialized associations.for vendors of furniture, either. 

In the furniture industry there are also a number of unregistered groups of 
firms, with the objective of mutually assisting their own activities. Such informal 
associations can be found in Smolyan, Velingrad, Yakoruda, in Sofia, Plovdiv and 
elsewhere. 
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3. PRODUCTION OUTPUT 

3.1. Volume 
The following table 4 presents data on production output for the period 

1991-1995: 

Table 4 

Production output 86.71 89.06 108.02 

manufacturing in 100% 97.2% 102.7 % 99.6% 124.6% 
with 1991 

al output in 100% 84.1 % 74.9% 81.3% 85.6% 
1991 

share of N/A 0.9% 0.96% 0.96% 0.92 
industrial 

The presented data shows that furniture manufacturing output, in 
comparison with the overall national output, has been on the whole increasing in 
US dollars value. 

The share of furniture industry of the total industrial output has remained 
more or less stable at about 0.9%. 

3.2. Product Range 
Data from the last few years shows that Bulgarian furniture factories 

produce the following furniture types: bedroom sets, single bedroom furniture 
pieces, single unit cabinet furniture, bookcases, office furniture, writing bureaus, 
cupboards, shelves, sitting-room tables, kitchen tables, kitchen cupboards, 
upholstered and non-upholstered chairs, hat· stands and entrance hall furniture, 
complete upholstered suites, single unit furniture items: upholstered articles, 
mattresses, outdoor furniture and furniture for public buildings (hotels, restaurants, 
offices etc.). 

_ All these articles are manufactured both in large factories and numerous 
privately owned companies, cooperatives and plants from other industrial 
branches. 

Output dropped significantly after 1991 due to the transition to a market 
economy. Output figures for the period 1991 -1996 are presented in Table 5. 
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Table 5 

The figures in the table show a sharp decrease in sitting-room furniture 
(bookcases and upholstered suites). The output of single unit furniture, however, 
has increased (tables, hat stands, cupboards etc.). This phenomenon can be 
explained by consumers' reduced purchasing abilities. . 

Outdoor furniture production has increased which shows growth in the 
purchasing power of this consumer group. In addition more outdoor furniture is 
being exported. All other categories of furniture production have been fairly 
stable over this period. 

3.3. Classification of Furniture Factories by Type of Production 
1. Manufacturers of cabinet furniture and wooden articles: 

• kitchen cupboards; 

• wardrobes and bedrooms; 

• bookcases, shelves and tables; 
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• chairs; 

• special wooden articles: woodwork, small wooden articles, toys, wood 
carving and style furniture. 

2. Manufacturers of upholstered furniture. 

3. Manufacturers of non-wood furniture: 

• metal furniture (tubular furniture, wrought iron furniture etc.); 

• rattan and rush-board furniture 

• plastic furniture. 

Manufacturers have been classified according to plant profile. Indeed, 
there are some manufacturers of kitchen cupboards which, with only minor 
restructuring, could easily be transformed into manufacturers of cabinet furniture 
and wooden articles. There are also factories already working within an existing 
regional scheme combining the production of several article types. The most 
frequent case of this is combining cabinet furniture with upholstered furniture 
production to complete the house furnishing process. 

There are few upholstery manufacturers among former state owned 
factories. This market niche has been filled by private companies since 
upholstered furniture requires less initial investment in machinery and industrial 
areas. Concentrating significant production capacities in privatized furniture 
factories allows for the manufacture of a wide range of articles. The following 
table 6 present furniture factories distribution in terms of ownership and product 
type. 

Table 6 

The high percentage of case furniture in privatized factories with 
additional activities is due to the inherited technological specialization of these 
companies as woodworkers. Available capacities and market orientation in 
various sectors are the two main reasons for differences in the production 
assortment structure (Table 7). 
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The private sector has naturally directed its efforts to satisfying the growing 
demand for office furniture without ignoring the home furniture manufacturing 
potential. 

By force of habit large privatized factories continue to develop their 
traditional range of products. Factories which still remain under state ownership 
are the most specialized in certain product ranges 
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4. RAW MATERIALS 

4.1. Basic Raw Materials 

Wood 

Furniture manufacturing has used and will continue to use wood as its 
basic raw material, a factor which ties this industry closely to the woodworking 
and timber industries. The latter are heavily dependent on the country's forestry. 
A full assessment of the raw materials base for furniture manufacturing is therefore 
incomplete without considering the condition of the primary resource, i.e. the 
forest, and its main product, wood. 

Here it is necessary to analyze the factors and indicators which present 
quantitatively and qualitatively the forest stock. 

1,354,930 acres of bulgarian forests contain trees whose wood is suitable 
for furniture industry. This amounts to 29% of the country's overall area. 

The trees in these forests are divided between 36.2% conifer and 63.8% 
hardwood trees. 29.8% of the hardwood trees are large trees and constitute the 
primary source of large timber for furniture manufacturing. The remaining 70.2% of 
beech-tree forests are used as a source of medium and small timber, which is 
utilized as a raw material for boards. 

The overall wood stock of the forests amounts to over 14 Billion cu.ft. 
(405,172,541 cubic meters) where coniferous forests stocks equal 39% and broad­
leaved high-stem stocks come to 28% leaving 33% other broad-leaf stock to 
complete the total. 

Thus, the distribution of timber stocks according to forest type (see graph 
1) shows a broad-leaf prevalence (61%). 

Graph 1 

Wood Stock Distribution in Bulgaria 

28% 

rn Conifer trees (pine, fir, etc) 

[l Beech trees (oak, chestnut, etc) 

DOther 

Structural timber, a basic raw material in furniture production, is widely 
available in the Plovdiv and Sofia regions due to the greater yield of coniferous 
trees grown in these areas (see graph 2). 
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The greatest wood yields are obtained from around Sofia (22%) and 
Plovdiv (21%) whereas the smallest outputs are to be found around Varna and 
Rousse (8% each) as well as Montana (7%). Coniferous wood is obtained mainly in 
the regions of Plovdiv (48%) and Sofia (37%) where are situated most of our 
coniferous forests. hardwood is yielded evenly in all regions (7-10% for the 
Montana and Plovdiv regions to 16-17% around lovech and Sofia). 

The condition of forest stocks throughout the country can be summarized 
in the following manner: 

1. Forestry can provide for nearly all country's wood needs. 

2. Territorial assessment suggests that regional differences can be used as 
a basis for developing an efficient structure for trading forest products 
and for locating woodworking and furniture factories in the most 
appropriate areas. 

3. The variations between stocks in terms of age, availability, type, 
quantity, etc. necessitates the introduction of factories which will be 
able to utilize most efficiently all kinds of wood and especially non­
cabinet-grade wood. 

Wood as a basic raw material for the furniture manufacturing industry, is 
supplied both rough or processed, from 170 forest enterprises throughout Bulgaria 
and from 30 big wood-working companies. Oak wood, chiefly from Slovenia, and 
some exotic wood are imported for the manufacturing of special and boutique 
furniture. Wood from Komi (Russia) is still used in some products. 

Board materials 

Boards of mostly hard wood: 

• Plywood paneled boards with wooden filling manufactured in house 
for production of high quality articles. 
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Boards of crushed inferior wood: 

• Chipboards: manufactured in Bulgaria with varying thickness and 
diverse structure. Because chipboard require non-hazardous 
adhesives, the cost of manufacturing it is quite expensive by Bulgarian 
standards. Moreover, only this quality is acceptable for export. 
Although manufacturers are still using elevated formaldehyde-content 
chipboard in the domestic market, consumers will most likely demand 
export-quality product for domestic use, too. 

• Fiberboards: manufactured in Bulgaria and used extensively for 
cabinet furniture backs, drawer bottoms and high quality boards. In 
export furniture they are gradually being replaced by non-hazardous 
fiberboard of 8 or 10 mm thickness. 

• Medium density fibre boards: these are an adequate replacement for 
hard wood and provide good prospects for use in furniture 
production. Not currently manufactured in Bulgaria. 

In Bulgaria, boards are produced in 11 wood-working plants but local 
production is of poor quality and cannot be used for the manufacturing of 
export-oriented goods. Non-hazardous laminated boards are imported from 
Greece, Hungary, Austria and Spain. The big private manufacturers work almost 
entirely with imported boards. The foreign companies, assembling or 
manufacturing furniture in Bulgaria, also do not use Bulgarian bodrds. 

Laminated Materials: 

• Plywood: Bulgaria has developed the capability for its manufacture. 
Higher quality adhesives extend its usability. 

• Laminated glued wood: Bulgaria has factories with good traditions in 
furniture production using this type of material. The production of bed 
frames has started fairly recently. 

Lining Materials: 

• Veneer: high quality veneer production depends not only on the 'type 
of raw material, but also on the sawing and drying machinery. 
Bulgaria has sufficient veneer manufacturing capacities. Natural 
veneer furniture is usually preferred to synthetic versions despite some 
of its poorer usage properties. 

In Bulgaria, veneer is produced in 3 specialized plants. Bulgarian veneer is 
of good quality but of limited assortment, Oak veneer is imported from Slovenia, 
fine-line is imported from Germany and Italy. Tropical veneer is also imported. 

• Paper foil: imported to Bulgaria to mask cheap furniture boards. 
Characterized by poor usage and aesthetic properties. 

• PVC folio: manufactured in Bulgaria within a narrow range. Imports 
contribute to widening the range of selection, It is a material with 
good technical and usage properties with a wide application in 
furniture manufacturing, 

• Laminated boards: manufactured in Bulgaria and increasingly being 
imported from Greece, Hungary, Austria and other countries. It is 
particularly liked by furniture manufacturers who do not possess 
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surface treatment machinery. The wide range of colors and the 
excellent usage properties make this material applicable in the 
production of a variety of furniture types. 

Beading: 

• Natural wood beading: used in veneer furniture manufacturing 
together with massive sheet-anchors. 

• Synthetic beading: the increasing use of veneer boards attracts 
manufacturers to this material. Existing specialized foreign companies 
produce an impressive variety of synthetic beading classified 
according to material type, thickness, shape, color and setting. 

A big variety of edging material is imported from Belgium, Austria, 
Germany, Spain and Greece. The Bulgarian assortment of edging materials is 
rather limited. 

Adhesives, Stain and Varnish: 

These chemical industry products are also used in furniture manufacturing. 
The glues and varnish, produced in Bulgaria, are of good quality. However, for 
orders demanding higher-quality, imported German and Austrian glues and 
varnish are used. 

Upholstered Furniture - Basic Materials: 

• Surface materials: textile and leather. Bulgaria produces high quality 
examples which can successfully compete with imported products. 

• Plastic foam: manufactured in Bulgaria in sufficient quantities for the 
needs of furniture production. 

• Others: springs, spring supports, belts, upholstery inserts, wool etc. All 
these are manufactured in Bulgaria and fully meet the 
manufacturers' demands. 

In upholstery, mainly imported fabrics are used - from the USA, Italy and 
the Arab countries. Customers prefer imported, treated-fabrics. Despite this the 
large state owned manufacturing companies use primarily bulgarian made 
fabrics, while the private companies use imports. 

4.2. Auxiliary Materials 

Corner Plate 

• Gusset: very important in collapsible furniture manufacturing. 
Manufactured in Bulgaria and also imported in large quantities 
providing a wider range of unconventional structural possibilities. 

• Hardware: Bulgarian produced wood, plastic, metal and especially 
precious brass types. There is also a wide range of imported hardware. 

Imports are also made from Austria, Germany, Italy, Spain and Turkey. 

Abrasives, Grinding and Varnish Grinding Paste, etc. 

Predominant use of imported versions. 
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Semi-finished end Finished Components 

The increased demand for modern design kitchen furniture has 
necessitated a rapid import of premade boards and doors. Some factories 
possess machines for Formica manufacture. State-of-the-art doors with high 
quality surface treatments are being imported. 

Most of the furniture importers offer prefabricated components. 

4.3. Basic Materials for Non-Wood Furniture Production 

Metel 

Tubular furniture is made chiefly with Bulgarian raw materials, produced in 
almost all the metal-working enterprises in the country. Shaped aluminum is 
supplied from Alumina in Shoumen. 

Bulgaria possesses factories producing metal tube in a variety of 
combinations of diameter and thickness suitable for furniture manufacturing. 
Half-finished materials for the production of brass, wrought iron and sheet steel 
articles are also manufactured in the country. 

Plestic 

Bulgaria has good capacity for plastic fUrniture manufacturing of the large 
batch type dictated by high matrix prices. 
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5. PRODUCTION ENVIRONMENT AND TECHNICAL EQUIPMENT 

5.1. Machinery and equipment 
Furniture manufacturing machinery and equipment are characterized by 

the following: 
• timber treatment demands processing machinery running at high 

rates of rotation, which in turn makes these machines high consumers 
of energy and material as well as heavy; some single units require a 
solid base and process of assembly; 

• machines in this area are characterized by a low level of wear and 
tear; they are responsive to proper maintenance; 

• workmanship is heavily dependent on the quality of the cutting tool; 

• the production of major furniture manufacturing machines is related 
to heavy industry and requires a high degree of mechanical precision; 

These factors exert a significant influence on production and 
technological processes in Bulgaria. It is hardly surprising, then, that the ages of 
currently instal/ed and operating machines differ by almost a century in some 
cases. The major machines and units are mostly imported from countries like Italy, 
Germany, Poland, the Czech Republic and Sweden. 

There are eleven Bulgarian manufacturers of woodworking and furniture 
production machinery. The type of equipment offered includes combined 
woodworking assembly lines, planers, circular saws, assembly lines, thickening 
machines, etc. The production capacity of these manufacturers presently 
exceeds the demand from the Bulgarian market. 

The four factory groups differ significantly in the type of machinery and 
equipment they possess. Their machinery varies in terms of efficiency and 
compatibility. The variety of machinery is also diverse. 

Group 1 Factories imported most of their equipment at the end of the 60s 
and the beginning of the 70s: a period of large scale construction of the state 
owned woodworking and furniture plants in the country. Their production and 
technological environment was conceived along the lines of large batch 
manufacturing and high efficiency assembly lines. The 80s witnessed some partial 
technical innovations carried out under centralized state management and 
related to both the replacement of certain units and the introduction of digital 
programmed lines. The changes in the 80s were targeted to achieving European 
quality standards. 

Group 1 was characterized by the employment of underqualified workers 
in production processes requiring highly skilled labor, poor maintenance and 
technical control. All these factors created conditions for rapid deterioration of 
machines and equipment. Under present conditions the following risks should be 
outlined: 

• risk of technical breakdowns and halting of the production process; 

• unprofessionally adapted electromechanical safety devices lower 
significantly the level of safety; the risk of serious injury to employees is 
increased; 
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• the inadequate service routines and low level of preventive 
maintenance on large units and assembly lines has a negative effect 
on quality. This leads to significant waste in these factories. 

The following measures should be undertaken: 

• replacement of unreliable assemblies and components and a radical 
replacement of unreliable electromechanical safety devices. 

• machine operators should possess the necessary qualifications and be 
capable of performing routine service and maintenance procedures. 

Introducing these developments will create beneficial opportunities for 
efficient use of available machinery under modern conditions and the need for 
large scale investment in total re-equipment should be minimized. 

Group 2 Factories are being managed along the lines of a small number 
of single unit, high efficiency machines or, in some rare cases, assembly lines. Their 
machine shop condition resembles to a great degree the one encountered in 
Group 1. Differences arise from the use of simpler machinery whose technical 
maintenance does not require high skill qualifications. The work process usually 
binds the operator to the overall serviceability and reliability of the machine 
rather than to the production processes. As a result, the condition of machinery in 
Group 2 factories is on the whole significantly better than in Group 1 despite the 
degree of obsolescence or the unprofessional adaptation of certain 
components. 

Development potential here is related to: 

• a complete technical assessment of machinery and the replacement 
of unreliable components. 

• obsolete machines should be replaced gradually by new models of 
higher efficiency. 

These measures will make Group 2 factories more flexible, up-to-date and 
competitive producers of a wide range of high quality furniture. 

Group 3 and Group 4 Factories exploit a mixture of machinery including 
both some very obsolete and some modern units. These factories are mostly 
private furniture manufacturers. They have sprung into being solely as a 
consequence of the enterprising spirit of Bulgarians who start from little else than' 
a few machines and negligible experience but will rapidly find their way into 
achieving an enviable status of completeness with regard to the technological 
set up of their factory. Compromises in routine servicing and preventive 
maintenance are almost unthinkable here. As a result, problems in these factory 
groups are encountered most of all in the actual physical obsolescence of 
machinery. 

Development potential is related to: 

• increasing the levels of technical safety; 

• the introduction of universal up-to-date machines. 

Up-to-date machinery is characterized by digital operation, reduced 
energy consumption and high precision of treatment. When combined with well 
selected cutting tools and handling mechanisms, multi-purpose machines of this 
kind can easily be transformed into specialized units. 
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5.2. Management and Process 

Cabinet furniture and wood article production 

The groups of furniture factories vary in the basic equipment, machines 
and technological lines used in the different technological phases. Table 8 shows 
the major machinery types for the production stages in each factory group 
where 'x' stands for availability of the respective machinery type. 
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The technical sophistication factor has been introduced as a 
conventional way of defining the manufacturing standards of the separate 
groups of factories depending on the available machinery and components 
required for furniture production. The employed measuring unit is based on the 
full set of major machines, units and lines for the respective production stages, 
which is available in Bulgaria and has been effectively installed in some plants. 

Average Technical 
of Sophistication 

The availability of the relevant machinery, determining the technological 
level of individual companies, has been established through on-site observations 
and reviews of the respective technical documentation of a selected number of 
factories. -. 

Typical characteristics and potential for change 

Management and technical sophistication levels of Group 1 Factories 
suggest production of large batch articles. Technical sophistication, on the other 
hand, makes possible the processing and integration of the main furniture 
components such as planks, wooden particle slabs, natural veneer, metal, textile 
and plastic into finished articles. One such factory is in fact closing the full cycle 
of furniture manufacturing in a given region. It should be pointed out that this 
factory group involved in frame furniture production is capable of manufacturing 
natural veneer furniture with a high quality of surface treatment: beading, 
finishing. The flood of artificial surface articles creates a great demand for the 
natural veneered furniture. 

The major problem here, and especially where frame furniture production 
is concerned, is rooted in the low intensity of machinery usage (Graph 3). 
Production has lowered considerably under the extremely reduced home market 
demand, reduced export of one-type furniture for the Russian market and 
transition from state to private ownership. Readjusting machines and assembly 
lines for manufacturing small batches (which is one possible solution) is 
inconsistent with the original deSign of these factories. This creates difficulties for 
the manufacturers and reduces further the usage of machinery. 

Development possibilities lay in establishing flexible structures and an 
entirely innovative management and process scheme. The assembly lines typical 
of Group 1 (template lines, veneer lines, press lines, second mechanical 
treatment lines and finishing lines) can easily be used not only for furniture 
production, but also for the production of components and semi-finished articles 
for sale as end products. 

Management and processes changes should include the following 
options: 

• replacement of certain machines within the same managerial 
framework; 
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• full restructuring of production units; 

• partial managerial changes; 

• full scale managerial changes leading to continued use only of the 
premises, the major machinery and the communication network. 

Group 2 Factories have the technical and management potential for 
flexibility and the simultaneous production of different furniture types in small 
batches. They are characterized by a high degree of machinery utilization 
(Graph 3). High efficiency machines are usually used for the processes of cutting 
and, occasionally, surface treatment where batch manufacturing is less 
significant. These factories are well equipped to produce high quality natural 
veneer furniture. 

Major problems are related most of all to: 

• incomplete range of machinery; 

• flawed technological sequence: criss-crossing of varied technical 
streams; 

•. imperfect transport within the factory. 

The development possibilities of this particular group are currently the best 
since they result from the combination of factors like small batch production, 
individual responsibility, single unit machines grouped around production stages 
and high efficiency machines in sections which are not dependent on batch 
production. 

This group can easily undergo the following changes: 

• replacement of certain machines; 

• introduction of new machines to complement all product stages; 

.. . 
• partial restructuring which does not require major technical and 

construction alterations; 

Premises and warehouses in these factories allow for full scale restructuring 
and the introduction of new technologies, which makes these factories highly 
suitable for investment. 

Group 3 Factories resemble closely Group 2 in their management and 
processes characteristics but differ significantly in terms of technical 
sophistication. Hence, they specialize in the manufacturing of semi-finished 
articles like plate components with predesigned surfaces (veneered, laminated, 
lined). 

Major problems are related to the necessity for technical improvements. 
The rapid development of these predominantly privately owned factories 
sometimes leads to managerial chaos: production processes are often 
performed simultaneously with the replacement of machines, premise 
restructuring, experiments in new technologies, adjustments and methods. A 
SUbstantial proportion of these factories operate above their capacity which is a 
promising feature for development possibilities such as: 

• fast adaptation of new machines, methods and technologies; 
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• development of new product lines and achievement of high quality; 

• possibilities for co-operation and specialization. 

Factory premises meet all requirements for the introduction of managerial 
and technical changes. 

Group 4 Manufacturers are comparable to Group 3 where development 
possibilities are related to larger scale managerial and technical changes. 
Factories of this group are rarely of adequate production standards. 
Improvements can be directed at further development of the major workshops 
and warehouses. 

500 - 800 Productivity by groups 
of enterprises 

Manufacturers of cabinet 
furniture by monthly output 

Inumber of units manufacturedl 

group 1 group 2 group 3 group 4 

D Potential productivity 

WPdru Actual productivity 

Graph 3 

Capacity factor by groups of enterprises 

D 
UW 

82% 

group 1 group 2 group 3 group 4 

Capacity 

Utilized capacity 

Standard capacity and utilization levels of machinery and eqUipment by 
group types are based on the established labor efficiency rates and norms for 
furniture manufacturing enterprises . 

Actual productivity and utilization rates of machinery and equipment by 
group types have been established through direct chronographed on-site 
obseNations of a selected number of factories. 

Upholstered furniture 

Upholstered furniture does not differ significantly from other kinds of 
production. Only Group 1 factories have assembly lines for textile cutting. the 
remaining production stages are performed in separate workplaces. Technical 
sophistication levels in the different factory groups affect the volume of 
production. 

Manufacturing of non-wood furniture 

The number of manufacturers in this group is small. Technically they should 
belong to groups 1 and 2. 
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6. FURNITURE MANUFACTURING PERSONNEL AND MANAGEMENT 

6.1. Personnel 
Furniture manufacturing workers receive their training from: the two 

General Technical Secondary Schools (GVSS) where they study furniture making 
for 2 years, and from Higher Technical Secondary Schools (HVSS) where they 
acquire qualifications in furniture manufacturing after a period of 3 year's study. 

Personnel with secondary specialized technical education receive their 
training from: Higher Woodworking and Interior Design Vocational Schools; 
Forestry and Woodworking Vocational Schools; and Woodworking Vocational 
Schools where they study furniture manufacturing, interior design, woodcarving, 
upholstering, decoration and restoration of style furniture and woodwork for 4 
years. 

The Higher Woodworking and Interior Design Secondary School of Sofia 
produces secondary education specialists in Interior design, which is studied for 5 
years. 

The country's network of vocational secondary schools graduate annually 
about 40 furniture makers, 780 furniture workers, 460 secondary education 
specialists in furniture production, 180 secondary education speciQlists in interior 
design and 120 woodcarvers. 

Furniture manufacturers are thus able to employ qualified personnel. 
Unfortunately, a significant proportion of the secondary school graduates do not 
pursue work in the area. A fraction of these have recently directed their efforts 
towards starting their own business in furniture production and trade. 

Experts with a higher education graduate from the Forest Engineering 
University of Sofia. The first majors in Woodworking Mechanics and Technology 
(established in 1948) graduated in 1952. The number of graduates in the same 
field (combining wood processing, furniture manufacturing and machinery for a 5 
year's period of study) had reached 3800 by 1996. This education is equivalent to 
a Master's degree. 

In 1973 Furniture Manufacturing became a separate profile within 
Woodworking Mechanics and Technology and produced 917 graduates in the 
period 1977-1996. 

At present Bulgaria's higher education is undergoing a transition in 
accordance with the High Education Law of January 1, 1996. 

Higher education experts in furniture manufacturing are trained at the 
Forestry and Economics Faculties at the Forestry Engineering University of Sofia. 
Students are offered: 

• a Bachelor's degree in: 

• wood processing and furniture manufacturing engineering; 

• forestry management engineering. 
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• a Master's degree in: 

• Woodworking Mechanics and Technology; 

• Woodprocessing Machinery and Equipment; 

• Interior and Furniture Design; 

• Business Management. 

• a Ph.D. course: 

· Wood Processing and Furniture Manufacturing, Interior and 
Furniture Design, and Business Management followed by a 
dissertation. 

These courses started in the academic year 1996/1997. The first graduates 
should be expected to complete their education in the year 2000. 

Assessments of personnel training and application in furniture 
manufacturing over the last few years (see Table 9) show a trend towards 
increasing employment opportunities in the private sector. Employment patterns 
will change drastically as a result of mass privatization in 1996 and 1997. 

Total Number Share of 
Private Sector 

Personnel at all management levels have a good theoretical and 
practical background in the field of furniture production processes but their 
management skills are often inadequate, especially under the conditions of 
market economy. 

The start of the transition showed that Bulgarian business managers, 
including those in furniture manufacturing, lack the knowledge and experience 
to work under market conditions. Rapid retraining programs are a must. Special 
courses of various kinds have started running since the beginning of the 90s but 
none have yet started in furniture manufacturing. Hence, the insufficient number 
of managers and experts in the field who are qualified to do business successfully. 

Staff at medium and small private factories are the most promising and 
reliable. They are usually good professionals who are eager to increase the level 
of their managerial qualifications and improve their market related skills. 

Business Management stUdents will meet the country's demand for better 
experts in the area. Those who have already completed their university 
education, as well as unqualified company managers (especially of small private 
companies) should be continuously offered qualification and retraining courses in 
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the field of management, marketing, advertising, distribution, accounting, 
price/cost formation, financial management, business planning, small company 
management. 

6.2. Management 
The managerial structure of furniture manufacturing have not changed 

since the very start of furniture factories. A typical management lay-out of the 
different factory groups is presented in Appendix B. 

The management structure of the factories in Group 1 includes all the 
necessary components for a working administration. Common features are the 
still overstaffed administrative units, double subordination of specialists, and 
sometimes confused and irrational functional and hierarchic relationships. The 
result is inaccurate behavior due to unclear definition of rights and responsibilities 
of employees and specialists, waste of hours of work, and social tension. 

The management structure of the factories in Group 2 in most cases 
resembles the structure of Group 1. However, they have a more clearly defined 
and better functioning administrative personnel. 

The main feature of the factories in Group 3 and Group 4 is inadequate 
administrative staff. A number of different functions and duties are combined 
within one office, and especially in the case of Group 4 factories, that leads to 
the neglect of key management functions. 

Administrative personnel being extremely insufficient, certain functions in 
those groups are performed by outside specialists and units. 

Lack of familiarity with the business environment coupled with the day-to­
day struggle for sUNival made managers of the former state factories adopt 
strategies devoid of any attempt at planning - a practice which is incompatible 
with good management at the end of the 20th century. 

Management of private companies is gradually adapting to 
accommodate market requirements such as considering consumer demand, 
expectations, orientations towards high quality of products etc. Their managers 
are becoming accustomed to a very dynamic style of working life. Some medium 
and small private companies are now able to react quickly to changes in the 
market or consumer tastes and needs. They are not only adjusting to the existing 
markets, but are also actively seeking out new ones. 

Another peculiarity of the present period is the small number of 
administrative staff in a large number of medium and small companies. The 
number of people involved in business administration is usually much lower than 
previously thought necessary. 
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7. FURNITURE MARKET 

7.1. Factors influencing the furniture market 
The furniture market is functioning in a controversial and in most cases, a 

disadvantageous environment. The major factors determining the sales of 
furniture in Bulgaria are the following: 

a) The country's general economic situation hampers demand for long­
lasting commodities, including furniture. 

According to the National Statistical Institute, the real income of the 
population in the 1990-1995 period decreased by half. Purchase of furniture 
changed in direct proportion. (see table 10 and table 11 ) 

Table 10 

Table 11 

b) There is no government interest in the furniture market 

Until a few years ago,. the state tried to intervene in the distribution of. 
furniture through an implicit agreement with the state enterprises and 
organizations to buy furniture manufactured only by the state 
factories. Barter deals against raw materials were also frequent. With 
the strengthening of the market mechanisms and privatization that 
approach gradually died off. At the present stage, the only 
outstanding issue is the restitution of the forests. If the appropriate law is 
adopted, changes in the distribution of wood as the main raw material 
for furniture manufacturing will be inevitable. 

c) The existing institutional environment does not create the necessary 
precondition for normal market relations. 

There are only two specialized laboratories for the testing of furniture in 
the country - in Sofia and Plovdiv. They have a limited capacity and 
technical potential. It is quite frequent that entire exported shipments of 
Bulgarian furniture are returned because of non-conformity with 
international quality standards or the absence of a reliable 
accompanying certificate. 

Shipments are usually not accompanied by an ecological certificate. 
On the domestic market there are still cases of sales of furniture, 
manufactured with bad quality glue that is injurious to health. 
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There is no system for the protection of consumers from poor quality 
goods. 

In addition, there is no adequate national information system for 
demand and supply. Data on furniture suppliers, manufacturers and 
dealers can be found only in the press and company guides that are 
often unreliable. Information on the different countries' importation 
requirements and standards is often not easily obtainable. 

d) Foreign furniture manufacturers and dealers in the Bulgarian market 

e) The change in the ownership of some of the large furniture 
manufacturing enterprises has undermined the long established market 
traditions for their product. 

f) The absence of a traditional foreign market has led to the limitation of 
the export possibilities and therefore to the decrease of total demand 
for furniture. 

g) The high criteria of the western market with regard to the quality of 
materials used and surface processing has created a dependency by 
enterprises on foreign suppliers. 

h) Another difficulty the Bulgarian furniture exporters are facing is the 
demand to buy cheap raw materials from Bulgaria rather than end­
products. 

There is a discrepancy between the market demand and the furniture 
companies, technical capabilities and product flexibility. Smaller 
furniture manufacturers often fail to meet production deadlines and 
experience problems with raw materials supplies. La'rge batch 
producers, on the other hand, turn in large quantities of a product that 
the market cannot absorb. 

i) Other important factors affecting the furniture market, are the absence 
of a market strategy, policy and advertising. 

The development of entrepreneurship had a favorable influence on the 
market in the past few years. The thousands of newly established offices, hotels 
and shops in the country need furnishing. The geographic location of the 
manufacturers facilitates the sale of furniture commodities. Building big 
enterprises near transport communication centers is an advantage both for the 
delivery of the raw materials and the shipment of the end-products. 
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7.2. Domestic market 

Sales 
In 1995 the total furniture sold in Bulgaria amounted to over USD 80 million 

which is an increase of 47% compared to 1992. An unfavorable trend that is 
affecting the Bulgarian manufacturers, is the constant increase of the share of 
the sale of imported furniture on the domestic market. 

The volume of the furniture sold is determined both by quality and the 
variety of marketing techniques. In order to attract buyers, big manufacturers use 
the prices and customer loyalty. This is very characteristic for the smaller 
manufacturers of so called popular priced furniture. The newly-established 
ambitious private companies and the foreign branches in Bulgaria gain from 
advertising campaigns. 

At the end of 1996, there were 100 private companies registered, dealing 
only in the trade of furniture. A large number of the manufacturers and many 
other tradesmen also carry out trade with furniture and furniture products. In 
Sofia alone, there are 62 specialized furniture shops. 

Unfortunately, there is no statistical data available on the total number of 
retailers in the country or their product lines. 

Competition 

Furniture manufacturers sell their product in a highly competitive 
environment and a very limited internal market. In past years, big foreign 
companies opened trade offices in Bulgaria. These are Neoset, Aatrium-Greece, 
lkea-Sweden, Kochen - Germany, Sato-Greece, Bureau Market - Belgium, 
Dromeas - Greece, Radop - Italy, Fursys - Korea, Mascani - Italy, and others. 
Imported furniture is of considerably higher quality in terms of design, color range 
and material. The strongest competition is in the field of office and bank 
furnishings, kitchen cabinets and upholstery. 

Distribution 

The most preferred distribution channel is "manufacturer-retoiler:­
consumer". Nearly all the big enterprises have opened their own shops. A wide 
practice is retail sale from manufacturers' warehouses. 

Only manufacturers with large series production and available stock sell to 
wholesalers on consignment. Private manufacturers in most cases work to order, 
with a down payment. They also manufacture upholstery with materials supplied 
by the client. Small manufacturers collect orders trough the shop network. 

Large traders of imported furniture sell through their own shops and in 
some cases hire warehouse and showroom areas. 

In the past couple of years, a tendency is obseNed in carrying out retail 
trade entirely in specialized furniture shops. The first chains of furniture stores have 
started to appear. Bulgarian furniture merchants are impeded by high rents 
whereas importers of renowned brands have the financial resources to use all the 
market's capacities. 

In the last few years, the number of 'Do-it-yourself' shops have been 
decreasing, although in our opinion, at this stage, the sale of furniture assembly 
components has exceptionally good prospects in Bulgaria. 

48 



Domestic market consumers 

Consumers of furniture products, by type of investment possibilities, can be 
divided into three groups: 

1. Mass consumer 

Statistical data shows that this group comprises over 85% of the 
population. These are people with low incomes and scanty savings. The larger 
number considers the purchase of furniture on functional and pricing principles. 
This is the market that large manufacturers with bulk series production and small 
enterprises for custom-made furniture are trying to seNice. However, an 
interesting phenomenon can be obseNed - the decrease in the production of 
cheap series furniture. In their ambition to modernize their product, large 
companies are about to lose this large market segment. 

2. The emerging middle class 

About 10% of customers have above average incomes. They have 
savings, and they have established their own tastes in contemporary furniture. 
This group comprises higher educated people, intellectuals, and businessmen. 
Their decision in making a purchase is determined by price, function and design, 
material and originality of the furniture. A determining factor is adequate 
advertising. In most cases demand is satisfied by private manufacturers and 
imports. Despite stagnation, the 'middle class' has not curbed its budget for 
furniture. Expectations are that this group of customers will grow very quickly in 
the future. 

3. Upscale customers 

Not more than 5% of the furniture customers can afford to choose the best 
the Bulgarian market can offer. Their purchase of furniture is determined not by . 
price but quality. However, studies show that upscale customers do not believe in 
the quality of the furniture offered on the Bulgarian market. They frequently 
import all their furniture. These customers buy from the Bulgarian market chiefly 
unique, period and futuristic furniture. In order for Bulgarian manufacturers to 
attract such customers, they must use contemporary materials and technologies, 
to seek new deSigns and appropriate advertising. 

With the expanding of entrepreneurship, the demand for furniture for 
commercial uses (offices, hotels, restaurants, etc.), has become very important. 
There is a great demand for that type of furnishing but there is still no clear view of 
the market needs. 

Pricing 

Studies show that in the past few years price has been one of the major 
factors that determined the sales of furniture in the country. Different factors 
influence the pricing of furniture and that is why prices for the same product can 

. vary by 5 times. 

Materials used 

More expensive pieces and goods for export are manufactured with high 
quality imported and Bulgarian raw materials. Depending on the 
destination of the end-product, the privatized enterprises use materials of 
different quality and offer different prices. In most cases the objective is to 
put in quality materials which determine the higher prices of their 
products .. 
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Quantity and source of raw materials 

The price of products of private companies is also negatively influenced 
by the relatively small quantities of raw materials purchased. In most cases 
the deliveries of raw materials are done by a distributor charging higher 
prices and not the manufacturer or the importer of raw materials. 

Owing to the high cost of the materials, a trend has been observed 
recently toward the decrease of orders for the big companies, too. That 
fact has resulted in a general rise in prices of furniture on the market. 

Factory overhead 

The allocation of costs of maintaining a large administrative staff along 
with the costs of maintaining fixed assets account for a major portion of 
total costs. Private companies are in a more favorable situation. The drop 
in sales of the privatized companies and some smaller workshops is making 
it difficult for them to cover their overhead costs. Increasing the prices of 
their product will further reduce the demand for them. 

Cooperative activities 

The inability of private companies to complete the entire manufacturing 
process by themselves is forcing them to seek cooperation in production 
which is raising the cost of the end-product. However, that factor does not 
influence the privatized enterprises in priCing. 

Market Research 

With the exception of the foreign companies interested in the furniture 
market, there is no clear marketing strategy in the furniture industry in Bulgaria. 
The absence of marketing speCialists and the high cost of market research does 
not allow even the bigger private companies to develop a thorough marketing 
plan. That is why one of the main goals of the new trade associations in the 
furniture industry is to assist its members in market research and advertiSing. 

In our opinion, in the near future, market research will be a must for the 
continued growth of all companies. The expectations are that marketing 
departments will be created in the bigger companies and market problems will 
be prioritized. 

Risk is associated chiefly with the absence of well-trained specialists in 
marketing. In a number of cases, the reluctance of company executives to 
disclose sensitive company sales information to independent marketing 
conSUltants, can also present a problem. 

Promotion of furniture goods 

Promotion costs account for an insignificant share of the expenses of 
furniture making companies. Advertising is done mainly by the big manufacturers 
that are traditionally exporting furniture and the private companies with larger 
volumes of production. 

The Bulgarian furniture manufacturers and tradesmen advertise their 
products in a very limited way. The most widespread type of advertising is the 
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distribution of printed material, the participation in exhibitions and advertising in 
the press. Some of the bigger companies have set up their own showrooms. 

The advertising of furniture products suffers from two main shortcomings: 

• manufacturers and salesmen are not looking for the best suited forms 
of advertising; and 

• the quality of the specific advertising product has not been important 
to the company. 

The Plovdiv Fair is considered as the best opportunity for the presentation 
of furniture. In 1996, 34 private furniture companies participated in the fair 
against only 2 in 1991. 

A number of specialized exhibitions are also organized in the big cities like 
the 'Architecture, Construction and Furnishing' Exhibition, 'Our Home' and·'Office 
2000' in Sofia, 'Everything for Tourism and Recreation' in Varna and other 
exhibitions. With a few exceptions, those events do not have much influence on 
the more important manufacturers and tradesmen. 

Only a few Bulgarian furniture manufacturers advertise in international 
furniture fairs. In most cases they rely on the advertising catalogues . 
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7.3. Foreign market 
The furniture manufacturing industry has a favorable foreign trade 

turnover structure. Unlike the average results for the country, furniture exports 
considerably exceed the value of imports. (see table 12 ) 

Table 12 

7.3.1. EXPORTS 

General structure of exports 

The Bulgarian furniture products are well accepted on the foreign market. 
Furniture exports dccount for under 1 % of the total exports of the country, but it is 
firmly represented in the export product structure. (see table 13) 

Table 13 

Although slow and irregular, exports have been increasing in terms of value. (see 
table 14). Traditionally it has been the large manufacturers who have established 
export businesses. Now the direction of the private sector is to use better quality 
materials and modern designs in an effort to increase their furniture exports. 

Table 14 

The stagnation of the domestic market in the past few years resulted in the 
development of furniture production for export. The trade strategies of the larger 
private manufacturers are also export-oriented. The share of export-oriented 
furniture from the total sales of furniture manufacturing companies has been 
increasing. (see table 15) 
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Table 15 

There is no reliable source that can monitor the share of private 
manufacturers. Until last year, the established practice of larger companies to 
charge different prices for the domestic and the foreign markets, led the 
exporters to buy goods at domestic market prices and to subsequently export 
them without the manufacturer's knowledge. In this way, internal accounting 
statistics of manufacturers did not reflect the real quantities of exported 
production. 

Irregular and often, incidental exports of goods by smaller private 
manufacturers also presents an obstacle for the drawing of more definite 
conclusions on furniture exports by sectors. 

Structure of exports by product type 

(See Appendix C 1) 

A change has been seen in the make-up of export products. The reason 
for the change is the direction of private firms towards exporting chairs and 
mattresses (see table 16). Until 1990 chairs were exported mainly by two big 
manufacturers - Hemus in Troyan and Pirinska Mura in Sansko, and the furniture 
manufacturing industry did not have big traditions in quality upholstery. 

The export furniture product structure was determined solely by the 
requirements of the Russian market. 

Table 16 

Sy type, furniture exports are characterized by two main tendencies: (i) decrease 
of the percentage of exported kitchen cabinets in favor of other household 
furniture and (ii) increase of furniture parts. (see table 17) 
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Furniture exports consist mainly of pieces of furniture made of wood. 

The industry's production structure predetermines the low percentage of 
furniture made of metal, plastic and rattan (see table 18). 

Geographic allocation of exports 

(See Appendix C2) 

Table 18 

In the past few years, Bulgarian furniture has beeF) sold in' over 70 countries 
in the world, Unlike the other branches of industry, furniture manufacturing quickly 
re-oriented its markets and managed to establish stable trade contacts in 
countries like Austria, France, Germany, Great Britain and others (see table 19) . In 
1996, exports to Europe accounted for 87% of the total export of furniture 
products. Exports to the Middle East and other countries in Asia amounted to 10%, 

Table 19 
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At the present stage, Bulgarian furniture products do not have a material 
share of the total sales of furniture abroad chiefly because of the insufficient 
quantities of furniture manufactured in compliance with European standards in 
Bulgaria. At the same tiJi)e however, certain types of furniture products have 
achieved very good positions on the international markets. Such items are 
furniture made of hardwood. The rustic furniture items for kitchens, drawing 
rooms and the outdoor furniture, manufactured by Mebel Rustic, are sold 
through the Ikea catalogues. The Bulgarian manufacturers' carved period 
furniture also arouses interest. 
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7.3.2. IMPORTS 

General structure 

Imports of furniture is an insignificant part of the country's total imports. 
However, with the exception of 1996, the imports relative share is increasing. (see 
table 20) 

Table 20 

The relative share of imported furniture has increased in the past years compared 
to the furniture manufactured in Bulgaria. (see table 21 ) On the one hand, the 
fact is due to the liberalization of the foreign trade regime and on the other 
hand, to the sharp drop in the production volumes of the big state-owned 
enterprises during the transition period toward privatization. 

Table 21 

In the past years, the total volume of imports has been unstable (see table 22 ). 
The decline obseNed in 1996 is due mainly to the unstable exchange rate of the 
US dollar and the drastic impoverishment of the population on due to the 
accumulated negative developments in the country's general economic 
environment. It is expected that the trade turnover in the furniture manufacturing 
industry will continue the favorable tendency of development, obseNed until 
1996. 

Product structure of imports 

(See Appendix C3) 

Furniture articles represent the largest share of the total imports of furniture. The 
insufficient production of mattresses and non-wooden chairs determines the 
increase of imports of that group of items. (see table 23) 
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Table 23 

A characteristic feature of the product structure of imports is the tendency 
toward decreasing the percentage of products made of plastic and the 
increasing of imports of rattan goods. In the last two years, the orientation of the 
Bulgarian manufacturers towards the production office furniture explains the 
decrease in the imports of office equipment. The monotony of kitchen furniture 
manufactured in Bulgaria, has oriented dealers to the importation of such items. 
There is a favorable tendency toward the increase of imports of furniture 
assembly components which shows the ambition to assemble the end-product in 
Bulgaria. (see table 24 ) 

Countries-exporters of furniture to Bulgaria 
(See Appendix C4) 

Table 24 

In Bulgaria furniture is imported from over 60 countries. The largest importers of 
fumiture are Italy, Greece and Germany. In the past few years a tendency is 
observed toward the stabilization of the relations with Macedonia. Bulgaria's 
traditional trade partner, Russia, has sharply reduced its import to the country. 
(see table 25 ) 
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Imports of furniture are expected to decrease in favor of the increase of furniture 
components. A rise in the imports of rattan goods is also expected due to their 
limited production in Bulgaria. 

The status of the furniture market allows us to believe that the unfavorable 
influences can be overcome and that in the future, the Bulgarian tradesmen and 
manufacturers can expect better sales. 

Recommendations: 

• Creation of adequate supporting environment: 

• Development of an information data-base on manufacturers, 
retailers and exporters; 

• Exchange of information, expertise and literature with foreign 
specialists in furniture manufacturing market relations; 

• Creation of new testing laboratories and refurbishing of the 
existing ones. 

• Cooperation of furniture manufacturers for joint deliveries of raw 
materials and fulfillment of orders for the foreign market 

• Pooling of manufacturers and tradesmen tor joint market reset and 
jOint advertising; 

• Marketing and advertising consultancy assistance. 
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8. FINANCIAL AND ECONOMIC STATISTICS 

8.1. Ownership and Capital Structure 
(See Appendix D 1, D6) 

At the end of 1995 total capital of furniture making enterprises amounted 
to USD 105.215 million, or 0.44% of the total capital of all the enterprises in the 
country. Compared to 1992, the dollar value of the industry's total capital is 
maintained relatively at the same level. 

The private sector had 6.8% of the total capital in the industry in 1994, and 
10.1 % at the end of 1995. The low amount of the registered owner's equity of 
private companies is due to legislation that has remained unchanged since 1991 
in spite of the quick devaluation of the national currency. The enterprises' most 
preferred forms of registration are one-man bUsinesses and partnerships. There 
are also many limited liability companies in which the required capital, 
calculated at the 1995 exchange rate to the USD, amounts to USD 745. 

In the past few years owner's equity is developing unfavorably against the 
total capital in the industry. While in 1992 owner's equity accounted for 66.6% of 
capital, in 1995 it dropped to 57%. The shortage of financial funds and the 
general indebtedness are particularly obvious in the private sector. The debt-to 
equity rate in the private sector dropped sharply from 1.5 in 1994 to 0.87 in 1995. 
However, in absolute values, owner's equity marked a rise in 1995 compared to 
1994, and at the end of 1995 it was 46% of total capital. (see table 26). 

Table 26 
: .. : 

In the general structure of owner's equity in the industry, there is a tendency 
towards the decreasing of the relative share of capital in favor of an increase of 
reseNes and profit: 

In the 1992-1995 period, borrowed capital in the furniture industry rose by USD 10 
million. Such an increase is due mainly to the increase of liabilities. (see table 27) 

Table 27 

The private companies do not limit the scope of their business activities to the 
level of their possibilities. An ambition is obseNed to finance more large scale 
investment projects by way of long-term borrowing and the deferring of 
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payments. The owner's equity in that sector cannot cover the value of fixed 
assets (the 1995 ratio was 0.84). Loans by firms in 1995 increased three times 
compared to 1994. Owner's equity in the private sector covers long-term loans 
only 4.8 times as per the 1995 balance sheet (the average for the industry for the 
same period was 20.2.). 

8.2. Structure of Property 
(See Appendix D2, D3, D6) 

At the end of 1995, the total assets of the furniture enterprises amounted 
to USD 51 million, of which 98.3% were tangible assets. The general devaluation 
of the fixed assets dollar value in the period 1992-1995 was about 23%. 1993 was 
the most favorable year in that period with respect to the structure of property 
since buildings, land, machines and equipment were purchased and as a result, 
the residual value of fixed assets increased by nearly USD 20 million compared to 
1992. 

Buildings and land accounted for the largest share of the industry's fixed 
assets in 1995 - 69%, followed by machines and plant equipment - 23%. 

At the end of 1995, the public sector had total assets amounting to USD 45 
million. In reality, the assets value is much larger. The last assets revaluation was 
made in 1991 under a special government decision. In spite of the high inflation, 
the next total revaluation of assets is expected to be made in 1998. On the other 
hand, most of the fixed assets in the sector were introduced some 20 years ago 
and according to the depreciation norms in the country, they have already been 
depreciated over the number of years of expected use and therefore they are 
not included in the enterprises' balance sheets. 

Equipment in the public sector is gradually becoming out of date. For the 
1994-1995 period alone, the fixed assets value decreased by 20%. 

Despite the devaluation of the national currency, the dollar worth of fixed 
assets in the private sector is growing. In 1995 it increased by 44% compared to 
1994, and at the end of 1995, the private companies had fixed assets with a 
residual value of USD 5.9 million which is 11.4% of the total fixed assets in the 
industry. 

In 1995, buildings and land accounted for the largest share of the fixed 
assets structure of the private sector - 44%, machines and equipment - 27%. At this 
stage, private companies are investing more in technical equipment. According 
to our observations, a large part of the tangible assets in the private workshops 
are not reflected in the consolidated statistic reports on the industry. Actually, the 
Bulgarian private manufacturers do not enter the accounting value of the 
equipment and the transport vehicles with which they start their business as fixed 
assets. Unlike the state companies, the private firms own not only tangible but 
financial assets, too. The special preferences on government securities has made 
the owners of private companies buy securities. 

At the end of 1995, total current assets of the furniture companies 
amounted to USD 33.24 million. In the past few years the dollar value of current 
assets has been gradually increaSing. The increase being mainly as a result of 
accounts receivable. 

The major part of the short-term assets in the furniture industry is formed by 
inventory and production. The industry is facing serious problems with the 
management of inventories. On the one hand, there is not sufficient cash to 
purchase necessary quantities of raw materials. On the other hand, the instability 
of sales and the lack of buffer reserves, are leading to material losses of 
production. The maintenance of optimum inventory reserves is also negatively 
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influenced by inflation and the deficiencies of the market mechanism in Bulgaria. 
The constant changes in the prices of the main raw materials, the deficit of some 
imported materials, the differences in the quality of the supplied materials and 
other factors compel the firms to deliberately make inventory reserves. A big 
problem for the maintaining of inventory reserves in the industry is the absence of 
an adequate legislative base for the revaluation of short-term assets. Because of 
tax limitations, materials are usually calculated in primary cost at a historical 
value and that leads to inadequate profits from sales. This phenomenon is 
particularly adverse for companies that use imported materials. At the same time, 
decreased consumption does not allow for an increase in prices. 

Current assets in the public sector are determined chiefly by the increased 
inventories and the diminished consumption of materials resulting from the 
reduction of production. 

In 1995, private companies had accumulated almost 50% more inventory 
reserves compared to 1994. The accumUlation of inventory reserves in the private 
manufacturers warehouses is explained by their fear of the negative impact of 
inflation and their desire to guarantee quick responce to customer demand. 
However, private companies suffer from insufficient warehouse space for storage 
of inventory. 

In spite of the difficulties, a favorable tendency has been observed 
recently towards the increase of inventory turnover in the manufacturing industry. 
(see table 28). 

Table 28 

Liquidity 

In the past years, the companies in the furniture industry have been 
constantly facing difficulties in paying their bills. Neither the private nor the 
state-owned firms have enough available capital to cover current 
liabilities. Liquidity ratios in the industry are well below acceptable for 
normal operation of the companies. 1995 was particularly unfavorable for 
the private sector. (see table 29 AB,C) 

Table 29 
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8.3. Income, Expenses and Profit 

Income 

(See Appendix 05,07) 

In 1995, the furniture industry realized a total income of USD 104 million. In recent 
years, the income of the furniture manufacturing companies has been 
progressively rising. Despite the general economic stagnation, the total income 
increase in the industry in 1995 compared to 1992, was by 26.4%. Operational 
income accounted for the highest increase - by 26.7%, and extraordinary income 
accounted for the smallest increase - 18.5%. In 1995, 12% of the total income was 
realized in private companies, while the remaining 88% - in state-owned and 
cooperative firms. 

In the last few years, the structure of total income in the furniture industry has 
remained unchanged. About 96% of the income is generated from operations, 
financial income is below 1% and about 3% are from extraordinary operations. In 
terms of income structure, tt)ere is no significant difference between the private 
and the public sector. 

In the 1992-1995 period, net income from sales increased by about 20%. 
considering that during the period under review, the dollar value of the prices of 
uniform furniture were maintained comparatively at the same levels, we can say 
that the increase of income was chiefly as a result of the volume of sales of the 
existing enterprises and the expansion of entrepreneurship. The income from sales 
increased also as a result of the introduction of new products, produced from 
more expensive imported materials. 

In 1995, there was a sharp rise in investment costs for the acquisition of fixed 
assets. 59% of the total investment costs in the industry were made in the private 
sector. 

There is no apparent tendency toward changes in inventories of production and 
work in progress. 

Income from gains in exchange rate fluctuations have a significant influence on 
the financial income, chiefly due to the industry's export-oriented production. 
Limited spare capital and cash is the reason for the low income from interest. 
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Expenses 
(See Appendix D4, D7) 

Although insignificant, expenses of furniture manufacturing enterprises have 
changed in the past few years. The 1995 the expense increases compared to 
1992 are at their highest in extraordinary expenses - 45%. In the same time, there 
was drop in the absolute values of financial expenses. 

Expenses for operations in 1995 accounted for 88.3% of the total expense 
structure in the industry, while in the private sector they were a little higher - 91.8%. 
Dollar value expenses by economic elements, increased almost at the same 
rates. Of the total expenses in the industry, the largest share is that of expenses for 
materials - 63%, followed by expenses for wages and social security - 22%. The low 
share of depreciation of the total expenses is due to the inadequate 
depreCiation policy, imposed by the tax legislation. 

There is a difference in the structure of expenses for operations of the private and 
the public sector (see table 3Q-AB,C). The private companies' limited production 
capacities force them to coop a part of their activity with other companies and 
that fact reflects in their structure of expenses by an increase in the relative share 
of expenses for external services at the expense of materials and wages 
expenses. Practically speaking, the Bulgarian private companies officially report 
only part of their labor costs and that explains the comparatively low amount of 
those expenses in the production structure compared to the state-owned 
enterprises. 

Table 30 

The furniture industry is inefficient. In the past few years, the enterprises could not 
cover their costs although a tendency can be observed toward the rise of 
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efficiency rates. In 1995 the expense ratio in the private sector was a little higher 
than in that of the state-owned enterprises. (see table 31) 

Table 31 

For the past years, the furniture industry has been working at a loss. There was a 
favorable development in 1994 and 1995 when gross loss decreased almost by a 
half compared to 1992. The loss incurred in 1994 and 1995 was entirely due to 
extraordinary and financial operations. The industry has been slowly stabilizing 
and realizing profit from sales. In 1995 the private sector accounted for over 10% 
of the total gross profit from sales. 

Profitability results in the furniture manufacturing enterprises also show serious 
problems in the functioning of enterprises. Despite the trend toward 
improvement, the profit margins are still negative. 

The lowest return is the return on debt capital. (see table 32-A,B,C'o) 

The private sector has better financial and economic results than the public 
sector. 

The low profitability in the public sector results mainly from structural production 
problems, the high material costs and the preseNing of large personnel pools that 
do not allow the production of larger volumes. 

Table 32 
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Table 32 

The financial and economic data based on the accounts of the enterprises in the 
industry. give grounds for the fonowing conclusions: 

• the furniture manufacturers are in a very difficult situation; 

• it is chiefly external factors that are influencing the industry; 

• the private sector has a potential for development; 

• the acutest problem of the private companies is the shortage of cash; 
and 

• the state-owned firms need refurbishment of the equipment and 
internal organizational changes. 
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RECOMMENDATIONS FOR FLAG ASSISTANCE 

1. AT INDUSTRY LEVEL 
Assistance in setting up of a national institution, dealing with problems of 

the furniture manufacturing industry and with the following main tasks: 

• Creation of a data bank on suppliers, manufacturers and merchants; 

• Collecting and systematizing industry information on economic, 
production, labor and other industry indicators; 

• Collecting information on sales of Bulgarian furniture abroad, foreign 
expertise in furniture manufacturing and trade, etc.; 

• Setting up of testing labs; 

• Lobbying for the passage of the necessary bills, regulating imports of 
raw materials, distribution of wood supplies, the protection of 
Bulgarian manufacturers, etc.; 

• Development of a national strategy of the furniture industry; 

• Publication of specialized literature, magazines and other material; 

2. AT SCIENTIFIC UNITS LEVEL 
Assistance in expanding activities of existing scientific institutions: 

• Creation of a Training Center for managers in the furniture industry and 
marketing and advertising experts; 

• Methodological aid in preparation of industry analyses and projects; 
• Training of managers. 

3. AT ASSOCIATION LEVEL· 

• Assistance in setting up of new associations; 

• Assistance in the management of newly founded associations: 

• Development of strategies, organizational structures, working 
procedures, finance management. advertising, etc. 

• Establishment of international contacts, assistance in supplying of raw 
materials, sales, etc. 

4. AT COMPANY LEVEL 

Assistance in the companies management: 

• strategy, planning, control, internal information, management 
structures, etc. 

• Finance management; 
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• Marketing, creation of new marketing strategies, advertising and 
product promotion; 

• Staff planning, selection and training; 

• Management of production quality and efficiency; 

• Technical assistance in valuation and purchases of technical 
equipment. 

THE FURNITURE INDUSTRY CAN BE HELPED IN THE FOLLOWING WAYS: 

• Supplying of literature; 

• Organization of training seminars for managers and specialists; 

• Consultancy assistance by US specialists 

• Visits of Bulgarian executive officers to similar companies in USA; 

• Consultancy aid in development of business plans, required for loan 
applications; 

• Financial help for projects of national importance. 

ALL PRIVATE COMPANIES (privatized companies, cooperatives and newly 
founded firms), ASSOCIATIONS AND SCIENTIFIC AND RESEARCH UNITS NEED HELP. 
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1.CHAIRS. SEATS 

9401 30 with mechanism 

940140 chair-bed 

9401 50 

9401 61 

9401 69 
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2. SUITS OF FURNITURE 

940310 metallic office furniture 

940320 metallic other 

940330 wooden office furniture 

940340 wooden kitchen cabinets 

940350 wooden bedroom cabinets 

940360 

940370 

940380 I ~attan,bamboo furniture 

940390 

9404 13. SPRING BEDS, MATTRASSES 

TOTAL EXPORT 



1992 1993 1994 1995 1996 

0 0 55 0 

COTE D'IVOIRE 0 0 0 0 

EGYPT 0 36 719 0 

LIBERIA 0 0 845 0 ., --, LIBYA 1 712 : 

NIGERIA 0 

SOUTH AFRICA 0 0 461 74 

SUDAN 0 0 295 0 0 

TOTAL 1539 815 1 197 

693 o o o 
BOLIVIA o o o 
CANADA 1 973 195132 197873 

HONDURAS 85 o o 

0 

0 1 117 0 

8 562 46844 

25899 

INDONESIA 0 

IRAN 0 0 

IRAQ 0 0 

ISRAEL 46 0 9162 

JAPAN 0 506 4830 

OROAN 053 0 0 45 

102 



1993 1994 1995 

727 1 085 55 0 

149957 31 478 102340 

KIRGHISTAN 2894 35344 

KUWAIT 26801 

LEBANON 0 

OMAN 0 

1 853 

0 

674 0 

0 

0 

UN.ARAB EMIRATES 890 

UZBEKISTAN 855 

0 0 

2946120 

BELGIUM 1168979 

BOSNIA AND HERZEGO o 
BYELORUSSIA 30104 

ECH REPUBLIC 

DENMARK 

ESTONIA 

FINLAND 

FRANCE 

ERMANY 

GREECE 

HUNGARY 

ICELAND 

103 



1992 1994 

IRELAND 558 78143 

ITALY 1 241 

LATVIA 0 

LIECHTENSTEIN 0 

LITHUANIA 

MACEDONIA 

~ MALTA , 

MOLDOVA 

NETHERLANDS 

NORWAY 

POLAND 

PORTUGAL 

ROMANIA 

) 



--'~ :...,..... 

TARIFF N IPRODUCT 1992 1993 1994 1995 1996 

1.CHAIRS, SEATS 

with mechanism 

chair-bed 

50 wicker chair 
....... 1940161 wooden 0 
C.Jl 

'940169 wooden, other 

9401 71 metalli 

940179 metalli 

940180 other 

9401 90 comoonents 

2. SUITS OF FURNITURE 

940310 metallic office furniture 

940320 metallic other 

940330 wooden office furniture 

940340 wooden kitchen cabinets 



TARIFF N 1 PRODUCT 1992 1993 1994 1995 1996 

940350 wooden bedroom cabinets 

940360 wooden other 

940370 

940380 furniture 

940390 

TOTAL 6 

940413.s mattresses 1.141.154 

TOTAL 1+2+3 7 

other 

TOTAL IMPORT 7,377,523 14,147,533 24,232,492 13,084,414 

...--. 



0 0 0 372 0 

EGYPT 0 0 30 0 

LESOTHO 0 0 0 0 34 

LIBYA 0 0 793 0 

MAURITANIA 0 0 2 0 

( 
) NIGERIA 0 0 660 

TANZANIA 0 0 0 700 

UGANDA 0 543 0 

0 172 3521 5 

171 36 55 9 

2 0 

112 38590 

0 0 0 

BRAZIL 0 1 593 ,0 

ECUADOR 0 0 0 

TOTAL 11 529 61 51 35031 
') 

0 0 0 

0 0 0 

0 
679 

GEORGIA 

HONG KONG 

INDIA 

INDONESIA 15 

IRAN 

ISRAEL 6 

JAPAN 14 11 061 

JORDAN 23 434 0 0 

107 /).4 



KAZAKHSTAN 0 0 0 0 

KIRGHISTAN 0 0 0 

KOREA DPR 31 

KOREA REP. 

KUWAIT 

LEBANON 
, 
\ MALAYSIA , 

MARIAN ISLANDS+A24+ 

PAKISTAN 0 

SINGAPORE 11140 

SRI LANKA 

SYRIA 

TAIWAN 

) 

60 o 
268557 

129186 

o 

REPUBLIC 

DENMARK 

ESTONIA 

FINLAND 

FRANCE 

GERMANY 

EECE 2 

HUNGARY 

108 



1992 1993 1994 1995 

IRELAND A 155 

ITALY 

LATVIA 

LIECHTENSTEIN 

LITHUANIA 

MACEDONIA , 
.~ MALTA 

MOLDOVA 343 

NETHERLANDS 2 065 

POLAND 

PORTUGAL 

ROMANIA 

RUSSIA 

SLOVAKIA 

SLOVENIA 

SPAIN 

SWEDEN 

SWITZERLAND 
- ) RKEY 

o o 889 

o 8963 905 

83294 o o 
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APPENDIXE 

A list of furniture manufacturing companies. suitable for visiting. 

Privatized companies 

• EMOS, Lovech 

• DA YANA 91, Velingrad 

• MEBEL LUX, Pazardjik 

• L1PNIK, Russe 

• TRABNA MEBEL, Lovech 

• TRA YANA, Haskovo 

• MEBEL, Stara Zagora 

Cooperative companies 

• MEBEL· Troijan 

• MEBEL· Shumen 

• MEBEL· Plovdiv 

Private companies 

• BMD, Plovdiv 

• MIM, Sofia 

• ORT, Sofia 
• BULDECOR, Sofia 

• VIDICHI NIK, Velingrad 

• INTERIOR I, Sofia 

• KRONOS, Plovdiv 

• GOSPODINOV & SINOVE, Dobrich 

• ZORA KK, Bansko 

• MARIA MM, Plovdiv 

• PROLET 91, Shumen 
• UYUT, Plovdiv 

The Wood-workers' Chamber of Crafts in Bansko 
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