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1. Introduction  

Article 4 of the Convention on the Rights of the Child directs States 
to invest in child rights to “the maximum extent of available resources”.

This Situation Analysis of Public Finance Management and Children in Bulgaria (SitAn on 
PFM) is an integral part of the broader Situation Analysis conducted by UNICEF to understand the 
situation of children and adolescents in Bulgaria. It provides an overview of the fi nancing landscape 
for children's policies and issues; presents national budget allocations and spending for children 
in three sectors – health, education, and social protection; and provides insights on how fi nances 
contribute to child rights implementation.

The decisions that governments make about how to fund education, health and social policies and 
services are critical to children rights realization. If budget allocations are insuffi  cient, do not target 
the most vulnerable groups and spend ineff ectively, all children – particularly the most disadvantaged 
– risk losing access to critical supports and services. Article 4 of the Convention on the Rights of the 
Child directs States to invest in child rights to “the maximum extent of available resources”, highlighting 
the critical link between public fi nance and child rights fulfi lment. Suffi  cient, equitable and effi  cient 
investment in children is crucial for the full realization of children’s
civil, political, economic, social and cultural rights. Investment in children is not only a legal obligation 
under the UN Convention on the Rights of the Child (UNCRC), but also an economic strategy for long-
term sustainable development.

This SitAn on PFM and Children examines a number of critical questions:
 What are the recent macroeconomic trends that most impact children?  Is there potential for 

additional expenditure on social sectors – health, education, and social protection?
 How much is spent on child-related services in   the three social sectors - health, education, social 

protection, and how has this evolved as a share of total public spending/social spending over 
time? What has caused this variation, and what linkages can be made with the coverage/quality 
of social services?

 What strengths/limitations or challenges have been identifi ed by recent reviews of the overall 
PFM architecture (e.g., weak oversight, poor capacity for planning and budgeting in line ministries 
or local governments)?

 How is social spending distributed across types of spending, regions, population groups or sectors 
– health, education, and social protection?

 How do resources allocated in social sectors compare to actual expenditure for programmes that 
target and reach children?

 Are there sector-specifi c bottlenecks that need to be removed in order to improve results for 
children? What are they?

The SitAn on PFM provides specifi c public fi nance management recommendations to ensure 
that children remain at the centre of the country’s national priorities. It is expected that the 
SitAn will inform policy dialogue and support the Government and other partners in meeting their 
commitments and goals focusing on children rights.   

The report has been developed during the COVID-19 outbreak that has already brought considerable 
human suff ering and major economic disruption. The exact impact of COVID-19 is still diffi  cult to 
assess, but the costs of the downturn will not be borne equally by all people. The report captures 
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the developments from 2017 till the end of 2020 and does not assess actual and potential impacts 
of COVID-19 and national responses on children’s rights realization. The SitAn, however, identifi es 
some systemic PFM issues that aff ect children rights realization and could be addressed to minimize 
the negative impact of COVID-19 on children, adolescents and their families.

This study is structured in six main parts. Following this introduction, Section 2 provides the 
macroeconomic overview, describing the context for the analysis and the key challenges going forward. 
Section 3 focuses on the public fi nance management system in Bulgaria. Section 4 assesses sectoral 
trends, including an assessment of direct and indirect spending on children in three social sectors 
– health, education and social protection, and the implications for improving child-related outcomes. 
Section 5 provides a fi rst preliminary overview of the eff ect of the COVID-19 on the child-related 
budget programmes. Section 6 sets out broad conclusions and recommendations for improvements 
of the public fi nance management system and practices to advance children and adolescents rights 
realization. 

2. Macroeconomic Overview

Demographic situation. The total population of Bulgaria was 6,951,482 at the end of 20191. 
1,189,680 children 0-17 years old lived in the country and the share of children and adolescents was 
17.1% of the total population2. The demographic trends have been improving over the last fi ve years, 
but Bulgaria has a negative population growth due to a combination of low birth rates, high crude 
death rates due to ageing population and lower life expectancy and net emigration. The population 
is ageing which aff ects the labour force but also puts strain on the pension, social and healthcare 
systems.

Macroeconomic overview. Bulgaria is an upper middle-income country and an EU member. The 
GDP per capita in 2019 was about EUR 8,600, or about EUR 16,000 in purchasing power standard 
(PPS) (about 51% of EU average in 2018), according to Eurostat. Bulgaria is not yet a member of the 
Euro area, but since 10 July 2020 the Bulgarian Lev is included in the Exchange Rate Mechanism II 
(ERM II); also, it joined the so-called “Banking Union” by having the Bulgarian National Bank establish 
close cooperation with the European Central Bank. With regards to monetary and exchange rate 
stability, however, participation into the ERM II mechanism has no direct eff ect as Bulgaria already 
maintains a fi xed exchange rate of the Lev to the Euro since July 1997 through a currency board 
arrangement. Infl ation is low, the fi scal policy is rather conservative, and the public debt is the second 
lowest in the EU at about 20% of GDP.

Medium-term economic trends. The economy maintains a GDP growth of between 3 and 4% 
since 2014. The labour market was deeply hit during the 2008-2009 as more than 400 thousand 
workers (or more than 12% of the total number of employed persons) lost their job. As late as 2013 
the economy was cutting job; since 2014 the growth in employment is steady with employment 
rates reaching historically record-high levels in 2019, while unemployment fell below 4%. This was 
accompanied by a steady growth in wages of about or more than 10% per annum since 2014, 
similar to the trend in other CEE countries.

1 Eurostat uses as a reference date the fi rst day of the next year, while the Bulgarian National Statistical Institute uses the last day 
of the current year. Comparable/Identical data appear under year n in Bulgarian statistics and n+1 in Eurostat. 

2 NSI, available from https://www.nsi.bg/en/content/6706/population-statistical-regions-age-place-residence-and-sex; Eurostat, 
available from https://ec.europa.eu/eurostat/databrowser/view/demo_pjan/default/table?lang=en 
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Despite the robust economic growth, positive labour market developments and strong fi scal position, 
Bulgaria’s economic policy challenges aff ect the medium-term growth. In February 2020, the IMF 
concluded that “…achieving more inclusive growth and faster income convergence requires reforms 
on all structural fronts, including to improve governance, loosen labour shortages, strengthen 
education, and alleviate inequality”.3

Income/poverty. Bulgaria’s per-capita income remains the lowest among EU members and its 
reliance on energy imports and foreign demand for its exports makes its growth sensitive to external 
market conditions. According to the most recent EU Statistics on Income and Living Conditions 
(SILC) data, about 23.8% of the population in Bulgaria is at risk of poverty. The share among children 
(below age of 17) is 28.3%, with this share going as high as 59% for children living in households 
with three or more children. Poverty negatively aff ects children rights realization in multiple areas.

The country is marked by signifi cant regional economic disparities measured in terms of variation in 
GDP per capita, with concentration of economic activity in the capital region of Sofi a,4 The poorest 
country performers are the North-Central and the North-West region. These signifi cant regional 
disparities negatively aff ect children rights’ realization in the poor regions.

Impact of COVD-19 crisis. The State Budget Act for 2020 was revised in the beginning of April 
under the assumptions of a 3% contraction in the real GDP and 2.1% fall in total employment. The 
expected defi cit was revised to 2.9% of GDP down from a balanced budget plan. The Convergence 
Programme, published in May 2020 confi rmed this growth prospect but no forecast for key indicators 
for 2021 and 2022 was presented. It slightly increased the projected budget defi cit to 3.1%.  The 
IMF revised its forecast in the World Economic Outlook in April 2020 to a GDP drop of 4% for the 
current year and a 6% growth in 2021. In its Summer Economic Forecast, published in July 2020, 
the European Commission envisaged a GDP contraction of 7% for 2020, followed by a rebound of 
5.3% growth in 2021.   

The revision of the 2020 budget includes a BGN 1.44 billion increase of the transfer from the central 
budget to the National Social Security Institute. Part of it – BGN 440 million – is the estimate for 
the increase of unemployment benefi ts, while BGN 1 billion is set aside for employment support 
schemes. No other anti-crisis social expenditures were approved; however, the Public Finances Act 
allows the government to shift funds between spending units. Within this procedure the government 
already increased the funding of various social programs, such as the so-called “social patronage” 
service, compensation of parents who had to take unpaid leave to take care of small children 
during kindergarten and school lock-down, increase of salaries for social workers, etc. It can be 
expected that facing economic recession and declining budget reviews, the government may need 
to make diffi  cult choices and reduce public services and supports that can potentially impact the 
most vulnerable families. The broader public fi nance COVID -19 impact is outside the scope of this 
report, but it will have a negative eff ect on the economic growth and budget revenues and will aff ect 
disproportionately the most vulnerable and disadvantaged groups. 

3 See: Bulgaria: Staff Concluding Statement of the 2020 Article IV Mission https://www.imf.org/en/News/Articles/2020/02/14/
mcs021420-bulgaria-staff-concluding-statement

4 In 2018 Sofi a is accounting for 40.4 per cent of the GDP, and attracted 49.9% of the FDIs (NSI, 2020, GDP and Foreign Direct 
Investments) and providing one-third of the exports (Institute for Market Economics, Sofi a Economic and Investment Profi le, 
November 2018, p. 5).
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3. Overview of public fi nance in Bulgaria

The budget cycle has four stages:

1. Preparation (or formulation), when the budget plan is put together by the executive branch of 
government;

2.  Approval, when the budget plan may be debated, altered and approved by the legislature;

3.  Execution, when the government implements the policies of the budget; and

4.  Auditing and assessment, when the actual expenditures of the budget are accounted for and 
assessed for eff ectiveness

Budget development. The budget process in Bulgaria begins in the fi rst quarter of the year and 
goes through several stages of planning and negotiations of policy priorities. The budget planning 
uses both a top-down approach, through a Medium Term Consolidated Financial Framework – 
delegating public spending by functions, as well as a bottom-up approach, through program-oriented 
budgets for each stakeholder, which allocate funds for diff erent priorities grouped into programs. 
The Consolidated Financial Framework can give an overview about the implementation of child 
related policies, the level of priority the government assigns to such policies (in comparison to other 
policies), as well as a comparative analysis with other countries, both in the region and the rest of 
the EU. The review of program budgets, on the other hand, can shed more light on the specifi c tools 
and measures the government is using in order to achieve its policy goals.

The amount of funding is based on the so-called uniform expenditure standard, which is used as a 
cost-recovery mechanism linked to number of objective indicators such as number of institutions, 
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number of classes/groups, number of benefi ciaries, etc. The expenditure standard is determined 
with a decision of the Council of Ministers in two steps (typically) – a fi rst decision is after the 
Medium-term Budget Forecast is approved by the Council of Ministers (CoM) in April, and a second 
decision to update the standards after the executive budget proposal for the next year is approved by 
the government and sent to the legislature in end-October. For the 2020 budget year, a third decision 
to update the standards was taken during the year (31 July 2020).5  

The main stakeholders in the PFM related to children are the Ministry of Education and Science, 
Ministry of Health, Ministry of Labour and Social Policy, National Health Insurance Fund and 
National Social Security Institute as well as various state agencies. Municipalities receive transfers 
from the central government to administer various delegated functions at the local level as they 
relate to education, for example, but their independence in designing and implementing supports 
and programs supporting children is very limited. The process of decentralization in Bulgaria 
is subject to periods of progress and reversal. The Bulgarian municipalities, for example, are 
heavily dependent on transfers from the central budget – in 2017, their share of the total municipal 
budgets reached 63% (54% in 2015). They have very limited tax revenues base and are dependent 
on EU funds for investment costs.6 

Budget process was improved in terms of transparency and oversight, but still has limited 
participation. According to the latest Open Budget Survey results Bulgaria is showing considerable 
improvement over the years and is scoring high in terms of Transparency (71/100) and Budget 
Oversight (63/100). However, Public Participation (26/100) in the budget process is lagging behind 
and seeing little improvement over the years, despite the introduction of a Citizens Budget,7 for 
example. Currently, there are few opportunities for the public to participate in the formulation of 
budget priorities. Draft program-oriented budgets are not published before the draft budget proposal 
is presented by the executive to the legislature by 31 October. Public consultations on draft legislation 
are required by the Law on Normative Acts, but these only cover spending policy changes that are 
introduced by amendments in sectoral specifi c normative acts. Within the approval process during 
the debates and voting in the National Assembly non-government organizations can attend the 
hearings in parliamentary committees and send written testimonies, but active participation is at the 
discretion of committee chairs. There are practically no opportunities for the public to take part in the 
implementation or the audit of the budget. 

Although the National Assembly has established public hearings related to the approval of the 
annual budget, they suff er from several shortcomings. There is not enough time to conduct the public 
hearings and sometimes there is simply not enough room, as they are held in a relatively limited room 
in the National Assembly building, which should accommodate Members of Parliament, employee 
and employer organizations, civil society organizations, other stakeholders, members of the public, 
the media and so on. Furthermore, opportunities to testify or ask questions at these hearings are 
almost exclusively reserved for MPs. One solution would be to allow members of the public or any 
civil society organization to testify during the hearings on the budget proposal prior to its approval.

5 See CoM Decisions (208, 644 of 2019 and 535 of 2020) setting the standards for fi nancing of delegated to municipality activities 
for budget year:  2020 https://www.minfi n.bg/bg/96

6 Emil Savov, deputy chairman of the National Association of Municipalities in the Republic of Bulgaria, in Network of Associations 
of Local Authorities of South East Europe, Fiscal Decentralization Indicators for South-East Europe: 2006-2017, 2018

7 Open Budget Survey 2019: Bulgaria, https://www.internationalbudget.org/open-budget-survey/country-results/2019/bulgaria
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The national budget making process lacks focus on results. Budget planning, implementation, 
and reporting focus predominantly on the fi nancial aspects and do not assess progress towards 
policy and programmatic targets of each budget programme. The underlying factors leading to policy 
success and failure are usually not analyzed and policy/programme design and targets are not 
corrected. As more detailed sectoral public fi nance management case studies in such areas as 
education demonstrated, the fi nancing methodology does not focus on education results.8

The spending models are not designed based on analysis of needs and comparative impact 
assessment of alternative incentives or programs. The program-oriented budgets include list of 
all policies and programs, fi nancial framework, performance indicators and target values.9 One 
key requirement is that institutions should fi t their expenditures within the ceilings approved in the 
Medium-term budget forecast10;  any proposed increases in particular program items should be 
compensated through cuts in other programs. It is also common that legislative changes, which 
increase or reduce spending, thus restructuring the distribution of funds on specifi c services or 
transfers, are drafted independently from the budget process, and only after the enactment of the 
amendments the administration re-distributes funds in the budget. 

The PFM indicators do not always focus on children outcomes but rather on activities and 
outputs such as the number of benefi ciaries. It makes impossible to measure the impact of such 
programs on children rights realization as reports provide data on scope, coverage, and spending, 
but not on the desired outcome of the specifi c policy, e.g. reduction of poverty or material deprivation.   
Nevertheless, the program budgets are invaluable in determining the scope, focus, adequacy, 
eff ectiveness, and effi  ciency of child related policies.

Statistical and narrative reports on the implementation of the Consolidated Fiscal Framework 
are published monthly, quarterly, and annually. Currently there is a budget forecast for 2020, 
an implementation expectation for 2019 and a fi nal report on the implementation of the budget 
program for 2018. Given the current state of emergency in the country, there is a fair chance that 
the government can delay publishing some strategic documents, for example the macroeconomic 
forecast, the medium-term budgetary outlook, the Convergence Program and the National Reform 
Program, which in turn would limit the public sources of up-to-date information.

Budget execution process has improved but still has a limited focus on results. There is timely 
and concise public information on budget implementation, but it is usually descriptive and lacks 
analysis of the causal relationship between socio-economic and political developments and their 
eff ect on both the revenue and expenditure side of the budget; and rarely leads to a correction in 
budget priorities either in the same budget year or the following ones. Furthermore, the budget process 
lacks an active dialogue with vulnerable and underrepresented communities, directly or through civil 
8  World bank study, https://www.worldbank.org/en/news/press-release/2010/09/13/bulgarian-education-system-more-effi cient-fur-

ther-focus-quality-needed, http://documents.worldbank.org/curated/en/265041468239106753/How-can-Bulgaria-improve-its-edu-
cation-system-an-analysis-of-PISA-2012-and-past-results, http://documents.worldbank.org/curated/en/844501565717118407/A-
Policy-Agenda-to-boost-Human-Capital-in-Bulgaria, etc.; IMF study, https://www.imf.org/en/News/Articles/2019/02/01/
ms020119-bulgaria-staff-concluding-statement-of-the-2019-article-iv-mission https://www.google.com/url?sa=t&rct=j&q=&es-
rc=s&source=web&cd=5&ved=2ahUKEwihitbct6PpAhWSlFwKHcWjCmAQFjAEegQIBRAB&url=https%3A%2F%2Fwww.imf.
org%2F~%2Fmedia%2FFiles%2FPublications%2FCR%2F2018%2Fcr1847.ashx&usg=AOvVaw3FMM649DvCC6OLLZULCrah, 
etc.; Institute for Markey Economics, https://ime.bg/bg/articles/novo-izsledvane-na-ipi-fi nansirane-na-uilishtata-1/, https://ime.bg/
bg/articles/ocenka-na-efi kasnostta-na-publinite-razhodi-v-bylgariya-v-perioda-2011-2015-g/ etc.

9  See Program-oriented budgets for 2020, sent as attachment to the Draft Budget Act for 2020 http://parliament.bg/
bills/44/902-01-57.zip

10  See Guidelines for drafting program oriented budgets of institutions for 2021-2023, issued by the Ministry of Finance https://
www.minfi n.bg/upload/43593/Ukazania%202021-2023.pdf
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society organizations representing them, during the budget process. This “communication” usually 
takes the forms of social protests, resulting in a change in policies, which could have been foreseen 
and prevented.

The ongoing monthly and quarterly statistical and narrative reports on the budget implementation 
are focusing on the fi nancial aspects of budget execution and there is no information regarding 
the achievement of policy/programme targets of each budget programme and their implementation. 
Furthermore, more detailed and disaggregated analysis is not available as the narrative reports 
cover the consolidated budget level and not ministerial and municipal levels. The annual report 
on the programme budget implementation has detailed information on the policy targets and their 
implementation but it does not contain analysis of the underlying causes of its targets overachievement 
or underachievement. Furthermore, the progress reporting when it identifi es diff erences between 
projected and achieved targets does not inform a correction in policy/programmatic targets. For 
example, if targets are exceeded, it may suggest that the initial targets are too low and if targets 
are not achieved it is necessary to explore if they are properly set and if there are factors beyond 
implementers control that have to be addressed to meet them. Ex-post valuations of budget 
programmes are usually not conducted and, as a result, some ineffi  cient and ineff ective programmes 
may be extended into new budget cycles.

The consolidated public spending in Bulgaria is relatively stable at 37-39% of GDP, which is 
signifi cantly lower than EU average but similar to that in most CEE countries. In the period 
2016 – 2019 the consolidated public spending in Bulgaria was relatively stable at 35 - 37% of GDP, 
which is signifi cantly lower (between 10 and 12 percentage points) than the EU average but similar 
to that in most Central and Eastern European (CEE) countries.11 Compared to 2014 - 2015 in the 
following 4 year-period, state expenditures as a whole and specifi cally on education, health care, 
and social protection as a share of GDP declined. Broadly speaking, national policies and the budget 
are aligned.

In 2018, the total government spending on education in Bulgaria was 3.5% of GDP (4.1% in 2014), 
compared to an average of 4.7% in the EU-28 and the government spending on healthcare declined 
from 5.5% in 2014 to 5% (7.1% on average in the EU-28).12 The share of government healthcare 
spending in the total healthcare spending that includes private spending as well was 52.1% in 2017, 
is the second lowest in the EU.13 The share of government expenditures on social protection for 
family and children slightly declined from 2.5% of GDP in 2014 to 2.3% in 2018 as Figure 1 below 
presents.14

11  Eurostat, 2020, Government revenue, expenditure and main aggregates, gov_10a_main
12  Eurostat, 2020, General government expenditure by function gov_10a_exp
13  OECD/European Observatory on Health Systems and Policies (2019), Bulgaria: Country Health Profi le 2019, State of Health in 

the EU, OECD Publishing, Paris/European Observatory on Health Systems and Policies, Brussels, p.11
14  Eurostat, 2020, General government expenditure by function gov_10a_exp
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Figure 1: General Government Expenditure on Health, Education, Social Protection as a 
Share of GDP

Source of data: Eurostat (COFOG) [gov_10a_exp]

Budget allocations on children are not presented separately within the national budget but 
are included within sectoral budget lines such as education and health care. In terms of % of 
GDP, Bulgaria’s public expenditures on children-related policies/programs increased in the area of 
education from 2.27% of GDP in 2017 to 2.66% of GDP in 2020 (projected), stayed fl at at 0.59% of 
GDP for healthcare and declined from 1.2% of GDP in 2017 to 1.05% of GDP in 2020 (projected) for 
social protection as presented in Figure 2.

With exception of social protection, public expenditure on children-related policies as % of GDP in 
Bulgaria were lower than in the EU (28 countries) in 2018. (Figure 3)
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In absolute t erms, however, the total expenditures on children (total and per child) increased in 2019 
compared to 2017. The education sector received the most signifi cant increase in its budget as 
planned nominal expenditures per child increased from BGN 2,079 per child in 2017 to BGN 2,970 
in 2020, but there is no evidence nor assessments whether this increase has contributed to improved 
student performance and outcomes. Healthcare spending on children has the smallest share of all 
analyzed expenditures as Table 1 below presents.

Table 1: Expendi ture on Children in Bulgaria

Data on educat ion for 2020 does not include municipal expenditures; aggregate spending on social security and social 
protection for 2020 was not available at the time of the preparation of this report, number is as budgeted

Source: Institute for Market Economics 

Although the size of state budget allocations on children is important, equally important is to ensure 
that the funds allocated are eff ectively used, with the focus on child outcomes. 

4. Sectoral analysis
This section contains sectoral analysis of PFM for healthcare, education and social protection as 
they relate to children and adolescents’ rights realization. Bulgaria has a separate healthcare fund 
which is fi nanced through 8% payroll tax. Kindergartens and schools are mostly run by municipalities 
but are fi nanced from the central budget based on a set of expenditure standards based mainly on 
the number of enrolled students. Social benefi ts include contributory (e.g. paid maternity leave) and 
non-contributory payments (e.g. child and family support or diff erentiated minimum income support). 
Non-contributory payments are disbursed through the agencies of the Ministry of Labour and Social 
Policy. Social services at present are organized by municipalities and private providers. The main 
source of funding is the central budget, with allocations based on uniform expenditure standards, 
whereas municipalities supplement the funding using own local resources based according to their 
fi scal capacity and priorities. 

Expenditures on social protection are set to reach 11.7% of GDP in 2020 with 8.4% to fi nance old-age 
pensions. National healthcare spending is planned to reach 4.5% of GDP and education spending 
to reach 3.8% of GDP. Combined, these three functions exceed 50% of the total consolidated public 
spending.

 

2020
Budget Report Budget Report Budget Report Budget Report

4 198 386 4 330 695 4 713 144 4 766 016 5 284 927 5 312 842 5 529 745 5 402 910
3 350 000 3 526 529 3 840 200 3 990 156 4 203 400 4 512 463 4 813 500 4 813 500
2 482 264 2 570 899 2 857 050 2 928 091 3 333 649 3 335 631 3 533 501 3 311 523
4 226 800 4 355 276 4 712 000 4 833 553 5 256 700 5 381 851 5 755 200 5 755 200

480 945 530 261 578 763 573 366 626 858 638 184 670 482 688 292
12 327 700 12 514 200 13 071 100 13 213 300 13 945 300 14 067 200 14 847 700 14 847 700

1 235 176 1 229 535 1 277 330 1 264 559 1 324 420 1 339 027 1 325 762 1 403 094
3 517 3 628 3 952 3 996 4 442 4 466 4 648 4 541
2 079 2 154 2 395 2 455 2 802 2 804 2 970 2 787

403 444 485 481 527 536 564 579
1 035 1 030 1 071 1 060 1 113 1 125 1 114 1 181
4,1% 4,2% 4,3% 4,3% 4,4% 4,4% 4,6% 4,5%
3,3% 3,4% 3,5% 3,6% 3,5% 3,8% 4,0% 4,0%
2,4% 2,5% 2,6% 2,7% 2,8% 2,8% 3,0% 2,8%
4,1% 4,3% 4,3% 4,4% 4,4% 4,5% 4,8% 4,8%
0,5% 0,5% 0,5% 0,5% 0,5% 0,5% 0,6% 0,6%

12,0% 12,2% 11,9% 12,0% 11,0% 11,6% 12,5% 12,5%
1,2% 1,2% 1,2% 1,2% 1,1% 1,1% 1,1% 1,2%

11,4% 12,6% 12,0% 12,1% 11,9% 11,8% 11,5% 10,9%

59,1% 59,4% 60,6% 61,4% 63,1% 62,8% 63,9% 61,3%
11,5% 12,2% 12,3% 12,0% 11,9% 12,0% 12,1% 12,7%
29,4% 28,4% 27,1% 26,5% 25,1% 25,2% 24,0% 26,0%

2017 2018 2019 *

1. Total Expenditure on Children (in '000 BGN)
Education, incl.

for Children
Healthcare, incl.

for Children
Social Security, Social Support, and Caretaking, incl.

for Children
2. Nominal Expenditure per Child, leva

Education
Healthcare
Social Expenditure

3. Expenditure on Children, % GDP
Education, incl.

for Children
Healthcare, incl.

for Children
Social Expenditure, incl.

for Children
4. Expenditure on Children, % Total Public Expenditure
5. Expenditure on Children, Share by Sector

Education
Healthcare
Social Expenditure
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4.1 Healthcare

The Ministry of Health funding model does not target specifi cally children and adolescents but 
focuses on broader areas such as promotion, prevention and control of public health, and diagnosis 
and treatment that benefi t children as well. Public spending by function does not diff erentiate by 
recipients, but rather by healthcare subsectors – hospital care, outpatient care, medical products, 
appliances and equipment, public health and so on. In this respect, it is not possible to compare 
children related public spending on healthcare for Bulgaria and other EU countries due to the vast 
diff erences in the available data on the topic. 

The health of mothers and children in Bulgaria has been a core element of government eff orts 
on strengthening the healthcare system. The National Health Strategy for 2014-2020 and the 
Concept “National Health Goals 2014 - 2020” as well as the National Program for Improvement of 
Maternal and Child Health for the period 2014-2020 make maternal and child health a priority in the 
national health policies.

Primary care is fi nanced per capita as well as through payment for services - general practitioners 
receive money for every patient they have enrolled and for specifi c services they perform, for 
example prophylactic examinations, maternal and child health program, vaccines, etc. Payment of 
enrolled patients is age specifi c as general practitioner receive BGN1.85 for every enrolled child. In 
2020, 1.213 million children are enrolled in GP’s. The general practitioners also receive BGN 13 for 
every prophylactic examination of children between 0 and 12 months old (53,258 examinations), 
BGN 12 leva for children between 1 and 2 years of age (184,764 examinations), BGN 11 for children 
between 2 and 7 years of age (493,928 examinations) and BGN 10,50 for children between 7 and 18 
years of age (636,743 examinations). They also receive additional BGN 6 for every vaccine and re-
vaccination of a child aged 0-18 years (915,760 vaccines).15 Secondary outpatient care is fi nanced 
through fee for service. Patients need a referral from their general practitioner to access specialists. 
Hospitals receive funding based on the clinical paths they have performed where the prices of all 
paths are agreed upon at the beginning of the year between the Bulgarian Medical Association and 
the NHIF. 

Total public and private spending on healthcare services in Bulgaria is 8.1% of GDP in 2017 
(latest available data for EU countries), which is close but below the EU average of 8.34%.16 
The total spending as a share of GDP has been decreasing during the period 2015 - 2017 in most 
countries in the EU with a few exceptions – Austria, Croatia, Estonia, Germany, Greece, Latvia, 
Lithuania, and Romania. With the exception of Germany and Austria, all other countries have a lower 
total healthcare expenditure as a share of GDP compared to Bulgaria.

Bulgaria has the largest share of out-of-pocket payments in total healthcare expenditure in 
the EU – 46.5%, followed by Cyprus – 44.6%, Latvia – 41.8%, Malta – 34.9%, and Greece – 34.7%. 
In comparison, in 2017 the EU average out-of-pocket expenditure was 15.8% of current health 
expenditure17.The share of public healthcare spending in Bulgaria was 52% in 2017,18 the second 
lowest in the EU after Cyprus – 42.7% of total healthcare expenditure, and is followed by Latvia – 
15  National framework contract, 2020
16  See more here: https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=gov_10a_exp&lang=en and in selected charts in AN-

NEX
17  World Bank, Out-of-pocket expenditure (% of current health expenditure) – European Union, https://data.worldbank.org/indicator/

SH.XPD.OOPC.CH.ZS?locations=BG-EU
18  Eurostat, Classifi cation of the functions of government (COFOG) - https://ec.europa.eu/eurostat/web/government-fi nance-statistics/

data/database
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57.3%, Greece – 60.8%, and Malta – 63.3%. The average share of public expenditure in the EU in 
2017 is around 73.5% of total healthcare expenditure. The rest of the total expenditure is mainly 
fi nanced through out-of-pocket payments and, to a lesser extent, voluntary health care payment 
schemes. Bulgarian households face a larger healthcare expenditure burden – mostly driven by 
spending on pharmaceutical products - compared to other countries and, given the limited children-
related social programs, this could easily translate into an inability to face these expenses, and 
consequently – unmet medical needs for children.

Inadequate state funding of healthcare limits access to high quality healthcare, especially 
for some low-income expectant mothers and families with children. The high share of private 
household out-of-pocket payments (46.5% of current health expenditure in 2017)19 for health prevents 
the poor from accessing quality healthcare and mostly from buying the needed medicine. Increasing 
social inequity has a negative impact on children and mother health outcomes and rights realization. 
Out of pockets payments for children are mostly directed towards the costs of medicine, 20 which 
make up nearly half of all healthcare household expenditures.21 Often parents have to cover some 
costs of medical procedures such as examinations, laboratory tests and hospital stays, which must 
be free of charge, which is a big burden for many families as 26% of the population aged 0-17 lived 
in poverty in 2019.  (Figure 4)

The largest healthcare expenditure by providers in Bulgaria are hospital care and retailers and 
other providers of medical goods, accounting for over 77% of total healthcare expenditure in the 
country in 2017. With respect to hospital care, public fi nancing in Bulgaria comprises 87.5% of total 
healthcare expenditure in 2017, compared to an EU average of 89.5%, meaning that public fi nancing 
in Bulgaria plays more or less the same role as in other EU countries. However, there is a considerable 
diff erence in the fi nancing of the rest of the expenditure. In the EU, it is split between out-of-pocket 
payments – 6.3% and voluntary health care payment schemes – 4.5%, while in Bulgaria almost all 
of it is fi nanced through out-of-pocket payments – 12.2%. The lack of an alternative fi nancial source, 
other than out-of-pocket payments, for covering hospital bills often results in inability to pay, and 
consequently – unmet medical needs for children. Although private voluntary healthcare insurance 
schemes exist in Bulgaria, their scope is fairly limited and are usually targeted at larger companies, 
as a kind of social benefi t. The majority of voluntary schemes in Bulgaria cover some ambulatory 
services, such as referrals to specialists, laboratory testing, and some services, related to maternal 

19 World Bank, Out-of-pocket expenditure (% of current health expenditure) – Bulgaria, https://data.worldbank.org/indicator/SH.XPD.
OOPC.CH.ZS?locations=BG

20 The medicine for chronic diseases is covered by the State
21   Family spending on healthcare for their children
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care. Currently, the private healthcare insurance companies lack the stimulus to expand their off ered 
healthcare coverage.

Public spending on retailers and other providers of medical goods in Bulgaria comprises 
a mere 19.9% of total healthcare expenditure, compared to an average of 49.1% in the EU. 
The rest of the expenditure in Bulgaria is again covered by out-of-pocket payments – 80.1% of 
total healthcare payments, compared to an EU average of 48.1% and an additional 3% through 
voluntary health care payment schemes. This puts an enormous burden on households to fi nance 
their medical needs and on top of that – they have to fi nance it through out-of-pocket payments, 
which are not always readily available, as the household might not have enough savings or easy 
access to fi nancing, for example a bank loan. 

National healthcare is fi nanced through such diverse sources as budget revenues, out-
of-pocket payments, donations and health insurance with compulsory and voluntary 
components, but solidarity principle is compromised due to the constant and high share of 
the uninsured population.22 The following discussion provides more detailed PFM analysis, by 
source of funding. 

The National Health Insurance Fund (NHIF) provides reimbursement to primary healthcare 
providers and hospitals for the services they perform or based on their capacity/availability. Although 
the NHIF Budget is part of the Consolidated Fiscal Framework of the country, it has a separate 
budget procedure of proposal, enactment, implementation, reporting and transparency, which is 
diff erent from the State Budget. The main source of revenue for the NHIF is not the State Budget 
(as is the case in the UK Healthcare System), but an earmarked tax on labor income, called Social 
Health Insurance (as is the case the case in Germany or the Netherlands for example). The State 
Budget provides a transfer to the NHIF Budget for several social groups, which have no labor income:
 children up to 18 years of age (or until graduation of secondary school, until the age of 22), 

students in full-time education until the age of 26; 
 parents caring for the disabled;
 pensioners;
 people receiving unemployment benefi ts;
 people who meet the conditions for receiving social benefi ts and targeted heating benefi ts; 
 war veterans and war invalids; the disabled, injured during or on the occasion of the defense of 

the country, during conscription, in natural disasters and accidents; the employees of the Ministry 
of Interior injured in the performance of their offi  cial duty;

 persons in proceedings for granting refugee status; 
 detainees or prisoners.

Every child in Bulgaria is insured by the State and is eligible for all medical goods and services, 
which are included in the Basic package of health services and defi ned in a NHIF Ordinance.23 At 
the same time, this does not comprise a policy, specifi cally targeted at children, rather child related 
Social Health Insurance payments and consumption of healthcare goods and serviced, fi nanced by 

22 Dimova A, Rohova M, Koeva S, Atanasova E, Koeva-Dimitrova L, Kostadinova T, Spranger A. Bulgaria: Health system review. 
Health Systems in Transition, 20(4): 1–256.

23  Ordinance № 9 of 10.12.2019 for determining the package of health activities guaranteed by the Budget of the National Health 
Insurance Fund (only in Bulgarian) - https://www.nhif.bg/get_fi le?section=document&pageId=11205&uuid=99D27EDD1751325D-
E05400144FFB42AE
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the NHIF, which are part of the general design of the Social Health Insurance System in Bulgaria. 
Patients have diff erent co-payments, defi ned in the Social Health Insurance Act24, depending on the 
type of healthcare goods or services provided (as is the case in all Social Health Insurance Systems 
in the EU). For example, all patients, visiting a General Practitioner (GP), a dentist, Specialist Medical 
Practitioner, have to pay a patient fee of 1% of the minimum wage.25. The same applies to hospital 
care, where patients pay a per diem hospital care fee26. Pharmaceutical products are reimbursed 
to a diff erent extent, with some products being paid entirely out-of-pocket. However, several social 
groups are exempt from paying this fee such as children up to 18 years of age; unemployed people; 
pregnant women and woman who have given birth, up to 45 days after the birth; and socially 
disadvantaged people.

After a visit to the GP or the dentist, the child can get a referral for a Specialist Medical Practitioner 
who then prescribes a treatment. The treatment can include prescribing home treatment with 
pharmaceutical products. Pharmaceutical products for home care are partially or fully reimbursed 
by the NHIF and the scope of products, as well as their reimbursement rate is determined by The 
National Council on Prices and Reimbursement of Medicinal Products.27 The Council approves a 
Positive Pharmaceutical List with reimbursed products and the rate of reimbursement varying from 
25% to 100% of the Reference value for defi ned daily dose, which is also determined by the Council.28

Although all children up to the age of 18 or until they graduate from secondary education 
are insured by NHIF, some poor families face challenges with covering out of pocket 
healthcare expenses. The coverage is not full but only to the extent of the so-called Basic package 
of services, materials and pharmaceuticals that are paid for by the NHIF. Out-of-pocket expenses 
for pharmaceuticals are a relatively common practice. Children from poor households are mostly 
aff ected by high private costs for medicine. Medicines for many diseases such as pneumonia as well 
as medical aids such as glasses are not covered by health insurance.29 In the absence of additional 
social transfers supporting households in meeting their children’s medical needs, this can easy lead 
to poor healthcare outcomes and unmet medical needs. There are no social programs aimed at 
supporting households that face diffi  culties accessing or paying their medical bills. 

The Eurostat’s Statistics on Income and Living Conditions (EU SILC) looking at children with unmet 
needs for medical examination or treatment by income group, and degree of urbanization, which 
was conducted in 2017, confi rms the above observation. While 2% of children in Bulgaria have 
unmet medical needs, this share falls to 0.9% in households with income above 60% of the national 
median, while in households below this threshold the share of children rises to 4.7%. The situation 
is even more severe with respect to dental examination or treatment, where 7.4% of children, living 
in households with income below 60 of the national mean, have unmet needs. This share can rise 
as high as 14.7% if the child is also living in a rural area. The majority of respondents – 94.3%, to 
the EU SILC survey answer that the reason for their children’s unmet medical needs is that they are 
too expensive, and 5.7% answer that they are too far to travel. In some cases, high out of pocket 

24  Available only in Bulgarian - https://www.nhif.bg/page/66
25  Synthesized information on the patient fee available from the Ministry of Healthcare only in Bulgarian - http://www.mh.government.

bg/bg/informaciya-za-grazhdani/dostp-do-medicinska-pomosht/potrebitelska-taksa/
26  The amount of the patient fees is determined by a Decree of the Council of Ministers and has have not been changes since 2013 - 

https://www.nhif.bg/page/25
27  Further information on the Counsil can be found in English on their website - https://www.ncpr.bg/en/
28  Further information on the Positive Pharmaceutical List can be found in English on the Counsil’s website - https://portal.ncpr.bg/

registers/; further reading on the pharmaceutical selection, pricing and reimbursement rates can be found in a World Bank report - 
Final Report with Recommendations for Reforming Bulgaria’s Pharmaceutical Sector, p.15

29  The list of medicines reimbursed partially of fully by the NHIV is available from https://www.nhif.bg/page/45. Most of the antimicrobi-
als used in out-patient care including for treatment of (acute) respiratory infections are not included in the benefi t package/covered 
by health insurance. 
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expenses may lead some households to neglect or postpone treatment that may exacerbate the 
health condition of their children.

The share and numbers of uninsured women has declined over the recent years but remain 
high. The NHIF covers the costs of preventive care and examinations for pregnant women. The 
number of uninsured pregnant women declined from 9,094 in 2014 to 7,096 in 2019: the percentage 
of such women had also decreased by about 2 percentage points from 13.36% in 2014 to 11.47% 
in 2019. Uninsured pregnant women are entitled to free of charge maternity services that include 
only one antenatal examination and delivery care.30 This is a very limited service compared to the 
minimum of 8 antenatal checks recommended by the World Health Organization (WHO). As the 
Table 2 below presents, despite two times increase in utilization of one antenatal medical checkup 
by uninsured women since 2014, only a third of all uninsured pregnant women used it in 2018.

Table 2: Uninsured pregnant women with access to qualifi ed health care for delivery per live 
births

Year 2014 2015 2016 2017 2018 2019
Number of total births 68,083 66,370 65,446 64,359 62,576 61,882
Number of uninsured pregnant women with access 
to qualifi ed health care for delivery

9,094 7,705 7,975 7,886 7,199 7,096

Percentage of uninsured pregnant women with access 
to qualifi ed health care for delivery per births from the 
number of births

13.4% 11.6% 12.2% 12.3% 11.5% 11.5%

Uninsured pregnant women who received one antenatal 
medical check up in a given year as a share of the total 
number of uninsured women who received qualifi ed health 
care for delivery in the same year

17% 26,2% 34,9% 36,5% 35 % NA

Source of data: SITAN, 2015, National Health Insurance Fund

The NHIF’s share of expenditures on hospital care and treatments increase faster than other 
lines of expenditure. Funding for primary care specialist and pediatricians increases at a slower 
pace. This, combined with the need for out-of-pocket pharmaceuticals and the lack of reimbursement 
for some rehabilitation or other health-enhancing activities, leads to delayed or neglected care. 
Preventive care is mostly limited to national programs run by the Ministry of Health to be fi nanced 
from the central budget (i.e. outside the NFIH budget). 

The National Health Insurance Fund reimburses healthcare providers for work performed or capacity/
availability. However, some gaps can be identifi ed as publicly available reports of the NHIF lack data 
on services and care directed at children. Therefore, the fi nancing dedicated to children’s healthcare 
can be estimated using indirect indicators. 

30  Pregnant women without health insurance have access to only one check up in comparison with 12 provided to women with health 
insurance. 
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Table 3: NHIF spending on children up to the age of 18 as a share of total NHIF spending, 
2015-2018

2015 2016 2017 2018
Ambulatory care Number Cost Number Cost Number Cost Number Cost
Primary and Specialized 
Outpatient Medical Care 23.6% 20.4% 23.7% 20.7% 23.8% 20.5% 23.7% 20.8%

Medical-diagnostic Activity 16.2% 10.5% 16.0% 10.2% 16.2% 10.3% 16.1% 10.1%
Pharmaceutical Products 
for Home Care 3.0% 5.6% 2.4% 5.0% 2.2% 4.9% 2.1% 5.5%

Hospital care
Clinical Pathways 13.9% 10.0% 14.4% 10.3% 14.2% 11.3% 13.6% 11.1%
Clinical Procedures 2.9% 1.2% 3.3% 2.4% 4.1% 4.5% 3.8% 4.0%
Ambulatory Procedures - - 2.4% 0.5% 2.9% 2.3% 2.6% 2.1%
Pharmaceutical products 
for hospital care 0.6% 0.1% 0.4% 0.1% 1.2% 0.2% 1.1% 0.2%

Medical devices 0.0% 0.3% 0.1% 0.3% 0.6% 1.3% 0.5% 1.8%

Source: IME calculations based on offi  cial budgets and reports

The second main source of public fi nancing for child related policies/programs is the Ministry 
of Health which is much more limited in scope and scale. As is the case with the NHIF Budget, 
the fi nancing from the Ministry of Health is not specifi cally targeted at children, rather it is part of 
two main policy goals - the promotion, prevention and control of public health, and diagnosis and 
treatment, both of which include children, among other groups. The Ministry of Health provides 
fi nancing for some specifi c healthcare programs: 
 “Promotion and prevention of  non-contagious diseases” – the program covers expenses for 

prophylactic examinations of Roma population, mobile health teams, increasing health awareness 
and lifestyle improvement like stop smoking, early pregnancy prevention, etc.31 Its total budget is 
BGN 6,3 million for 2020 and it is estimated that 16% of the budget is spent on children.

 “Control and prevention of contagious diseases” – the program covers expenses mostly for 
vaccines, HIV and AIDS prevention, tuberculosis prevention, etc. Its total budget is BGN 73.3 
million in 2020 with 55% spent on children.

 “Limitation of use of narcotics” with budget of BGN 1.8 million and half of it spent on children.
 “Medical aid for specifi c population groups” – it covers expenses for uninsured people, mostly 

Roma. Only 0,12% of the budget of this program is spent on children as they are insured by the 
State.

 “Emergency care” – the program has a total budget of BGN 233 million. The children’s share is 
10%.

 “Psychiatric care” – the program has a total budget of BGN 68.5 million. The children’s share is 
4%.

 “Medical and social care for children in care homes” – the program has a total budget of BGN 
55.2 million.

Some MoH-funded programs explicitly target vulnerable children and their families. To support 
Roma families that face diverse barriers in accessing quality healthcare, the MoH funds a program 
of preventive examinations that are performed with mobile pediatric offi  ces in neighborhoods with 

31  The program covers many other activities but we focus only on those that benefi t children.
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a predominantly Roma population and in remote settlements.32 Mobile offi  ces cover examinations, 
including gynecological, mammography, ultrasound examinations and laboratory tests.33 Roma health 
mediators provide support at the local level, including awareness raising and it can be expected that 
expansion of their numbers and improvement of their qualifi cations can result in improved health 
outcomes for Roma mothers and children.

A third source of public funding of children and adolescents rights realization is the “Fund for 
Treatment of Children” that is in charge of the organizational and fi nancial support for the treatment 
of children up to 18 years of age, which either cannot be provided in Bulgaria or is not part of the 
mandatory public healthcare insurance coverage, fi nanced by the National Health Insurance Fund. 
The Fund provides:
 Diagnostic and treatment procedures;
 Treatment of rare diseases;
 Medicinal products and medical devices;
 Highly specialized medical devices and devices for individual use by the patient;
 Organ and hematopoietic stem cell transplantation;
 Treatment in the country of a disease requiring transplantation.

Until the end of 2018 the Fund was part of the structure of the Ministry of Health and part of its 
fi nancing was secured through the government program “Medical and social care for disadvantaged 
children, maternal and child health care”. As of 1 April 2019, the Fund was integrated into the National 
Health Insurance Fund. It is too early to judge whether this transformation has had a positive eff ect 
on its work, however, there are two things that should be pointed out. The fi rst one is that the 
sole purpose of the Fund was to provide fi nancing for medical treatment outside the scope of the 
mandatory public healthcare insurance coverage and integrating it into the main fi nancing structure 
in the mandatory public systems makes little to no sense. The second one is that such an integration 
reduces the transparency of the Fund, both in terms of fi nancing and secured medical care. For both 
these reasons, the work of the Fund should be kept under observation.

The main source of public funding children and adolescents’ healthcare are Ministry of Health, 
the NHIF and the municipalities, but some data such as on fi nancing and pricing mechanisms 
are not easily available. The MoH provides information on the share of child related expenditure 
in total expenditure by program. The NHIF provides only the total health expenditure so the share 
of child related expenditure by type of care is estimated based on international research. From the 
municipal budgets data only on those services that are directed towards children are collected.

While there is at least some information on budget projections and implementation regarding the 
Ministry of Health, there is no information about the NHIF, making it impossible to analyse the 
situation. For this report, the IME has tried to estimate the annual NHIF expenditure on children, 
however, as we see from the following tables there are considerable variations between the budget 
projection and implementation. One explanation could be that the initial budget is based on an 
overestimation of child related expenditure and during the year the funds are redirected to other 
social groups. Another explanation could be that the IME’s assumptions have been overly optimistic 
leading to an overestimation of budgeted expenditure and, consequently – to underachieving it.

32  Voluntary National Review of the Republic of Bulgaria of the Implementation of the Sustainable Development Goals, 2020
33  See The National Strategy for Roma Integration 2012-2020
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Although municipal expenditure has been increasing steadily during the reference period, it is 
stagnating as a share of GDP in 2019 – 0.13%. As a share of the Consolidated Budget Framework 
there is even a decline of 0.1 p.p. to 0.34% in 2019, before growing slightly back to 0.36%. The main 
municipal healthcare related delegated activities in 2019 include:
 Medical care in health offi  ces (33.7 of expenditure on delegated activities);
 Nursery groups in kindergartens (16.7%);
 Nurseries (44.5%);
 Children’s kitchens (3.6%);
 Health mediators (1.4%).

Although in nominal terms total healthcare expenditures on children have been increasing, they 
did not increase in terms of a share of GDP. Unfortunately, there is no public data on healthcare 
expenditure on children from the NHIF for 2019 and 2020, which could help to get a better picture 
of the situation. It is generally diffi  cult to draw conclusions from the data, as there is no information 
on projected healthcare expenditure on children, with the exception of the budget of the Ministry 
of Health. As can be seen from the following tables, in 2017 the Ministry of Health overachieves 
the budget target, in 2018 – underachieves, and in 2019 it is more or less in line with the budget 
projection. In nominal terms, the MoH budget on child related expenditure varies in wide ranges and 
it is diffi  cult to explain the constant decline. On one hand, the number of children in the country has 
been declining, which would entail a corresponding decline in healthcare related expenditure. On 
the other hand, there is infl ationary pressure, not least of all on the compensation of employees, 
which should counterbalance, at least to some extent, the negative demographic trend. Another 
explanation could be that activities from some of the government programmes are shifted towards 
municipalities, which could explain the increase in municipal expenditures. Unfortunately, there is not 
enough information in the Ministry’s Programme Budget.

Ta ble 4: Total healthcare spending on child policies, 2017 – 2020

2017 2018 2019 2020
‘000 BGN Budget Report Budget Report Budget Report Budget Report
Healthcare, total 480 945 530 261 578 763 573 366 626 858 638 184 670 482 688 292
Ministry of Health 84 981 107 466 107 955 100 404 95 264 96 427 102 092 103 079
NHIF* 280 220      307 051      332 303      334 456      375 065      385 227     401 885     409 482     
Municipalities 115 744 115 744 138 505 138 505 156 529 156 529 166 505 175 731 

*Data on the NHIF budget is based on the offi  cial budget document and the team’s projections for the 
share of the budget targeted at children, while the reported expenditure for 2017 and 2018 is based on data 
from the NHIF for children related outpatient and hospital care, as well as for pharmaceutical and medical 
products. . Data on expenditures by the Ministry of Healthcare for 2020 exclude the increase related to 
Covid-19.
Source: Law on the State Budget of the Republic of Bulgaria 2017-202034; Report on the implementation of the State 
Budget of the Republic of Bulgaria 2017-2020; Law on the Budget of the National Health Insurance Fund 2017-202035; data, 
provided by the Bulgarian Pediatric Association (under Law on Access to Public Information) on child related healthcare 
expenditure by the NHIF; IME calculations 

34  Available only in Bulgarian - https://www.minfi n.bg/bg/4
35  Available only in Bulgarian - https://www.nhif.bg/page/66
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Table 5: Total healthcare spending on child policies, 2017 – 2020, % Consolidated Budget 
Framework

2017 2018 2019 2020
% CBF* Budget Report Budget Report Budget Report Budget Report
Healthcare, total 1,31% 1,54% 1,47% 1,45% 1.41% 1.41% 1.39% 1.39%
Ministry of Healthcare 0.23% 0.31% 0.27% 0.25% 0.21% 0.21% 0.21% 0.21%
NHIF** 0.76% 0.89% 0.85% 0.85% 0.84% 0.85% 0.83% 0.83%
Municipalities 0.31% 0.34% 0.35% 0.35% 0.35% 0.35% 0.35% 0.36%

*For both Budget and Report share of expenditure, we have used the actual expenditure from the Consolidated Budget 
Framework for each year

**Data on the NHIF budget is based on the offi  cial budget document and the team’s projections for the share of the budget 
targeted at children, while the reported expenditure for 2017 and 2018 is based on data from the NHIF for children related 
outpatient and hospital care, as well as for pharmaceutical and medical products. Data on expenditures by the Ministry of 
Healthcare for 2020 exclude the increase related to Covid-19.

Source: Law on the State Budget of the Republic of Bulgaria 2017-202036; Report on the implementation of the State 
Budget of the Republic of Bulgaria 2017-2020; Law on the Budget of the National Health Insurance Fund 2017-202037; data, 
provided by the Bulgarian Pediatric Association (under Law on Access to Public Information) on child related healthcare 
expenditure by the NHIF; IME calculations 

 

H ealthcare spending on children has the smallest share of all analyzed expenditures. Total 
expenditure on health for children was BGN 630 million and was planned to reach BGN 670 million 
in 2020, increasing from BGN 530 million in 2017. The Covid-19 pandemic induced a huge increase 
in healthcare spending, though the share of expenditures directly linked to health for children cannot 
be determined. Still, even after excluding the Covid-19 tagged expenditures, the overall spending 
on health for children can be estimated at BGN 688 million. Most of the expenditures come from 
the NHIF’s budget – over 60%, followed by municipalities. The Ministry of Health spends only a 
small share of total funds. The main programmes fi nanced through MoH budget related to children 
are emergency care, care for disadvantaged children, and prophylaxis of contagious diseases. The 
municipalities fi nance mainly nurseries and healthcare cabinets in schools and kindergartens. 

Fig ure 5: Spending on health per child, 2017 – 2020

Sour ce: IME calculations based on offi  cial budgets and reports

36  Available only in Bulgarian - https://www.minfi n.bg/bg/4
37  Available only in Bulgarian - https://www.nhif.bg/page/66
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Per child spending is also comparatively low compared to education and social protection 
expenditure. Yet, it increases by almost 44% from 2017 to 2020, reaching BGN 579 (without taking 
into account spending specifi cally targeted at Covid-19). The low level of per child spending on 
health is explained by the fact that a limited amount of healthcare services is received by children 
compared to education, for example. 

Table 6: Change in healthcare spending 2020/2019 budgets
Healthcare, total 670 627 7%
Ministry of Healthcare 102 95 7%
NNIF 402 375 7%
Municipalities 167 157 6%

Source: IME calculations based on offi  cial budgets and reports

In the area of healthcare, no signifi cant growth of per child expenditure can be observed. Spending 
grows by around 7% between 2019 and 2020 budgets. Some of this growth refl ects the decreasing 
number of children in Bulgaria. 

Table 7: Spending on healthcare (excluding funded directly by the NHIF), (‘000 BGN)

* Respective share of programmes directed at children; data on 2020 for the Ministry of Healthcare programs excludes 
Covid-19 increase in expenditures

Sources: Budgets and reports by the MoH, annual Decisions of the Council of Ministers on the delegated activities

The funding of healthcare as it relates to children and adolescents is still not focused on 
results. The research on effi  ciency and eff ectiveness of health expenditure in Bulgaria38 shows that 
resources are spent ineffi  ciently, quality of services is still low and health results improve only slightly. 
A lot is needed to improve access to quality care as Bulgaria has the second highest notifi cation 
rate for infectious diseases, after Romania, for children under 15 years of age. Some compulsory 

38  For example: https://ec.europa.eu/health/sites/health/fi les/state/docs/chp_bulgaria_english.pdf, http://www.euro.who.int/__data/
assets/pdf_fi le/0005/383054/HiT-Bulgaria-2018-web.pdf?ua=1 , http://documents.worldbank.org/curated/en/774801468197986416/
International-comparisons-of-Bulgaria-s-health-system-performance-background-paper , http://documents.worldbank.org/curated/
en/768001468235757526/Bulgaria-Health-sector-diagnosis-policy-note 

 

2017 2018 2019 2020
Budget Actual Budget Actual Budget Actual Budget Actual*

Total 480 945  530 261  578 763  573 366  626 858  638 184  670 482  688 292  
Ministry of Healthcare * 84 981    107 466  107 955  100 404  95 264    96 427    102 092  103 079  
Promotion, prevention and control of public health policy 29 797     48 499     47 220     41 032     41 976     37 568     41 954     41 743    

1600.01.02 Budget program "Promotion and 
prevention of non-communicable diseases" 1 351      1 556      1 400      1 370      1 400      1 487      973         1 009      
1600.01.03 Budget program "Prevention and 
control of communicable diseases" 27 757    46 274    45 130    38 933    39 797    35 303    40 054    40 054   
1600.01.04 Budget program "Reducing the demand 
for drugs" 689         669         691         730         779         778         927         681         

Diagnostic and treatment policy 55 184     58 967     60 734     59 372     53 288     58 860     60 139     61 336    
1600.02.02 Budget program "Provision of medical 
care to specific groups of the population" 616         506         502         843         60            121         110         185         
1600.02.03 Budget program "Emergency medical 15 392    16 316    16 095    17 775    18 930    23 168    23 297    27 729   
1600.02.04 Budget program "Psychiatric 2 343      2 319      2 405      2 677      2 753      3 043      2 951      3 340      
1600.02.06 Budget program "Medical and social 
care for disadvantaged children, maternal and child 36 833    39 826    41 732    38 078    31 545    32 529    33 782    30 081   

Municipalities (delegated activities funded by standards) 115 744  115 744  138 505  138 505  156 529  156 529  166 505  175 731  
Nurseries, kitchens and nursery groups for 73 342     73 342     88 326     88 326     101 579  101 579  106 488  113 429  
Healthcare offices in kindergartens and schools 40 802     40 802     48 369     48 369     52 698     52 698     57 361     59 585    
Other health care activities, including: healthcare 1 600       1 600       1 811       1 811       2 252       2 252       2 656       2 717      
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vaccination coverage for children below the age of 2 years has been declining. These developments 
are despite vaccinations being dispensed free of charge, as well as sanctions, such as fi nes for 
non-compliant parents and barriers to enrolling children in public day care. Data from the European 
Commission for 2018 shows that 92% of children below the age of 2 years have a vaccine for 
diphtheria, tetanus, and pertussis (94% EU), 93% - measles (94% EU), and 85% hepatitis B (93% 
EU). 

The funding mechanisms do not address the urban-rural gap in terms of access of children 
and adolescents to quality healthcare. The EU SILC study shows that in 3.9% of children living 
in rural areas have unmet medical needs compared to 0.9% in towns and suburbs, and 1.3% in 
cities. This is more of an illustration of the access to medical examination or treatment, which is 
diff erent from the fi nancial aspect, namely ability to see a general practitioner and acquire a referral 
for a specialist, availability of transport, availability of a parent or relative to escort the child, etc. 
The fi nancial aspect of the problem can be seen from disaggregated data on the children’s unmet 
medical needs by income group. Transportation costs and unequal distribution of health workers 
including GPs, specialists, nurses and services are also major barriers to healthcare for children and 
families in rural areas and some geographic regions. This variability limits children’s access to timely, 
adequate, and high-quality treatment in some regions and rural areas.

©
 U

N
IC

EF
 B

ul
ga

ria
/2

02
1



25

Recommendations for PFM actions to improve children and adolescents’ health outcomes:
 Increase focus on preventive care and promoting healthy lifestyle habits in children adolescents, 

especially in vulnerable groups through healthcare budget realignment refl ected in the annual 
Law on the State Budget;

 Revise healthcare fi nancing model to considerably reduce the share of out-of-pocket payments, 
especially with regard to pharmaceutical and medical products and increase healthcare funding 
targeting the most vulnerable groups. Although healthcare coverage for children is universal, 
it is not free of charge and out of pocket expenditure on healthcare and predominantly on 
pharmaceutical and medical products are high. Hospital care should not lead to extra expenses 
for treating a child, however, due to overall inadequacy of hospital public fi nancing, hospitals 
resort to introducing extra charges with one example being choosing a team for medical 
interventions. This should be optional, however, there have been reported cases of hospitals 
using it as a mandatory part of hospital treatment. The prescribed treatment of a child may include 
pharmaceutical products for homecare, which are not part of the Positive Pharmaceutical List 
the NHIF, in which case the Fund does not reimburse part of its value, or its reimbursement rate 
could be very low. It is recommended to introduce additional subsidies and measures to ensure 
that the prescribed treatment does not lead to an increased fi nancial burden on the families. 

 Introduce a social protection program aimed at improving households’ access to healthcare, 
including fi nancial support. Although this is technically outside the scope of the Statutory 
Healthcare System, improved cross sectoral collaboration and funding is needed to address 
complex challenges some families have to deal with. The program can be family focused and 
address issues such as lack of funds to cover the healthcare co-payments, support families with 
work arrangements to enable timely access to their doctors; parents education to promote the 
importance of vaccinations, healthy life styles, etc. 

 Improve budget data availability and reporting on budget projections and implementation of child 
related healthcare expenditures, including disaggregation by service provider. There should be 
a clear estimation of expected child related expenditures, which should be easily identifi ed in the 
Program Budget of the MoH, the NHIF, and the delegated activities to the municipalities. The 
Ministry of Finance should incorporate an aggregate information in its semi-annual and annual 
reports on the implementation of the budget, especially with respect to the implementation of the 
delegated activities to municipalities. 

 Improve focus on results in healthcare PFM. Children related healthcare programs should be 
supported with preliminary, ongoing, and a subsequent impact assessment. Successful programs 
should be promoted, while underperforming ones should be reformed or terminated.

 Address regional/municipal variations through targeted funding/programs. The regional 
discrepancies in terms of mother and u-5 mortality rates tend to correspond with poverty rates. 
The MoH can introduce fi nancial incentives for well-trained health professionals to work in less 
urbanized areas. The shortage of GPs continues to be a particular concern in some regions 
and municipalities. Particular focus can be made on rural areas and ethnic minority groups by 
expanding antenatal, postnatal care and community-based health services.
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4.2. Education

Education in Bulgaria is compulsory and free from the age of 5 to 1639. The Ministry of Education 
and Science (MES) is responsible for nation-wide management of all levels of education, including 
developing and executing educational policy; drafting regulations concerning funding for education; 
drafting educational standards and curricula; organizing and implementing assessment systems; 
establishing requirements for teacher education, and others. 

Public spending on education for children includes two main types of expenditures: 1) fi nancing of 
kindergartens and schools, and 2) direct targeted programs fi nanced by the Ministry of Education 
and Science (MES). Schools and kindergartens have independent (delegated) budgets that are 
allocated mostly according to expenditure standards based on the number of classes, number of 
students and type of school. Most of the funding is channeled through municipalities, though there 
are some schools which are funded directly by the MES.  

The MES has determined a number of priorities such as enhancing quality and access to educa-
tion of vulnerable groups, improving educational outcomes, reducing drop out rates and promoting 
early child education and care (ECEC).40 In 2020, the budget allocates BGN 3.4 billion for pre-school 
and school education, with about BGN 2.5 distributed directly to schools (for 582,000 pupils) and 
kindergartens (for 246,000 children) with the rest of the funding channeled  through the national 
programs, managed by the MES. Detailed public fi nancing data can be found in the program budget 
of the MES and respective reports on execution as well as in the Council of Ministers decision that 
sets the uniform expenditure standards for each year.
39  With an amendment to the Pre-School and School Education Act of 18.09.2020, pre-school education became mandatory from the 

school year, which starts in the year of the child’s 4-year age.
40  Transcript of the 397th session of the 44th National Assembly, Sofi a, Wednesday, September 9, 2020, https://parliament.bg/bg/ple-

naryst/ns/52/ID/10468
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Bulgaria’s public spending on children’s education41 as a share of GDP is below the EU 
average.42 Public spending on children’s education in Bulgaria comprises 2.6% of GDP compared to 
an average of 3.3% in the EU. During the period 2016-2018 public spending on children’s education 
as a share of GDP has slightly decreased but it can be attributed to signifi cant GDP growth in the 
country – 22.7% in nominal terms, compared to 7.1% EU average. Spending has been increasing 
in the following years by 1 p.p. per annum, which can largely be attributed to the policy of the 
government aimed at increasing teachers’ salaries.  

General government expenditure on education as a share of GDP has slightly increased over recent 
years but remains more than 1 percentage point below the EU average of about 5.0% and continues 
to be among the lowest in the EU-28. State budget management in education is becoming more 
decentralised, which provide some increasing responsibilities to local authorities. 

Figure 6

Altho ugh the budget expenditures on children education as a share of GDP has slightly 
decreased, it increased in nominal terms by 13.2% in Bulgaria, compared to 3.5% EU average, 
while France, Croatia, Finland, and the UK reduced their nominal public spending on children 
education.43

Public fi nancing and management of schools
Pre-school and school education is fi nanced by the central government budget, municipal own 
budgets, as well as funds from the European Union and other donors, according to the Law on 
Pre-school and School Education.44 The state funding is supposed to cover the core of the current 
expenditures related to educational activities that constitute, according to the Law, “educational policy 
of the state”. Municipalities have to fi nance activities that are considered “local responsibility”.45 
Among them the two major ones are 1) capital expenditures (as school and kindergarten buildings 

41  COFOG sub-functions pre-primary and primary education, and secondary education
42  See more here: https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=gov_10a_exp&lang=en
43  Using the Classifi cation of the functions of government spending we can assess how Bulgaria’s children-related policies compare to 

other EU countries. It should, however, be noted that this classifi cation diff ers from the team’s calculations for Bulgaria on the bases 
of its strategic and budget documents. It allows for an objective comparison of public spending programs and overcome method-
ological diff erences of planning and reporting public spending in diff erent countries.

44  See: https://www.mon.bg/upload/23949/zkn_PedUchObrazovanie-izm092020.pdf
45   It is in fact the case that some other central government institutions (e.g. ministries) own and manage a number of vocational 

schools in Bulgaria. However, as the principle for allocating the funds and sharing of responsibilities is generally identical – the state 
funding based on delegated budgets using uniform expenditure standards - we discuss the predominant case of municipally-owned 
educational institutions. In the (relatively rare) case of a school managed by a ministry, the latter has the same obligation to cover 
capital expenditures for maintaining the building, etc. 
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are municipal), and 2) current expenditures (excluding salaries) in kindergartens.46 However, in 
recent years a sizable share of capital expenditures, including renovations and energy effi  ciency 
improvement of school buildings, IT equipment, etc., have been fi nanced predominantly through 
national and EU-funded programs. 

State funding is allocated to municipalities by using uniform expenditure standards. Current 
expenditures related to educational activities47 are broadly fi nanced by the so-called “key standards” 
which take into account number of educational institutions, number of classes and number of enrolled 
children. Expenditure standards are diff erentiated according to types of educational institutions. 
The law also requires that at least 2/3 of all funds are allocated based on the number of kids/
pupils. Expenditures that are related to ensuring equal access to education, support for individual 
advancement and the development and improvement of school environment are fi nanced by so-called 
“supplemental components” standards. These include scholarships for educational achievement, 
transportation to schools in rural areas, support for whole day education, improvement of classrooms 
and materials, resource centres, etc. 

The education policy is set up at the central level while local authorities are expected to im-
plement but they have some discretion for funds utilization. Almost all kindergartens, primary 
schools and secondary schools are municipal and funded by MES on the basis of the uniform stan-
dard and mainly on the numbers of the enrolled children but taking into factors such as geography 
and infrastructural considerations. 48 Since 2005 a funding formula based on the number of students 
is in place. Smaller municipal centers with low population density can have designated sheltered 
schools with secured funding, if larger schools are too far to be reached. As of 2019, 257 kindergar-
tens and schools have this status.49 In addition, the number of focal kindergartens and schools in 
the country in the 2019/2020 school year reaches 987.50 These instruments allow ensuring access 
to education to students in rural areas. In addition, in 2018 MES reformed delegated school budgets 
and provided additional funds for work with students from vulnerable groups. Both have been de-
signed to attract motivated teachers for two types of disadvantaged schools (rural ones and schools 
that educate primarily Roma children) by increasing their salaries.51

Expenditure standards for delegated educational activities are set annually with a decision of 
the Council of Ministers as part of the budget procedure.52 The decision is drafted by the Ministry 
of Finance, but the law explicitly states that its standards should be determined jointly with the 
respective line ministry and the National Association of Municipalities in the Republic of Bulgaria.53 
Within the budget procedure54 CoM approves the standards for the next year in April (together with 
the Medium-term Budget Forecast), while typically some amendments are introduced in November 

46  Municipal responsibilities also include half-day care in kindergartens, food catering and other extra-curricular activities. 
47  Mostly salaries and maintenance costs e.g. electricity, heating, etc. and other state responsibilities. 
48  According to Art. 282, para. 1 of the Preschool and School Education Act, other main components of the formula are: the number 

of groups and classes; the type and number of educational institutions; per-child and per-student spending standard; per-group 
and per-class spending standard; spending standard per educational institution. According to Art. 282, para. 9 of the Preschool 
and School Education Act, the additional components of the formula shall not be mandatory and may include objective geographic, 
demographic, infrastructural and other indicators setting out diff erences in expenditure between kindergartens and schools, or indi-
cators refl ecting national and municipal education policies.

49  Decision № 713 of the Council of Ministers of 29 November 2019 on the adoption of a List of protected kindergartens and protected 
schools in the Republic of Bulgaria for the 2019/2020 school year

50  Decision № 721 of the Council of Ministers of 04 December 2019 on the adoption of the List of Focal Kindergartens and Schools in 
the Republic of Bulgaria for the 2019/2020 school year

51  European Commission, Civil society monitoring report on implementation of the national Roma integration strategy in Bulgaria 
Assessing the progress in four key policy areas of the strategy, 2019

52  See art.71 of the Law on Public Finance, https://www.minfi n.bg/upload/35748/ZAKON_za_publicnite_fi nansi-2017-1.pdf 
53  See, https://www.namrb.org/lang/en
54  The budget procedure for preparation of the budget proposal for the next year with a detailed timeline and division of responsibili-

ties is set with a CoM decision in January (art 67 of the Law on Public Finances)
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to refl ect updated budget priorities.55

Expenditure standards were continuously increasing over the previous years. In the last two 
years – 2019 and 2020 – expenditure standards in key components for kindergartens grew slightly 
faster than for schools. Allocation per institution increased by 19% and 16.4%, and allocation per 
class/group – by 16.7% and 15.8%, respectively. Allocation per child for 2-4-year-olds grew by 
17.1% and 15.8%, while for 5–6-year-olds the increase was slightly lower – 14.8% and 14.2%, 
respectively. For non-specialized schools, the increase of allocation per institution was 16.4% and 
16.1% for 2019 and 2020, and allocation per class grew by 16.9% and 16%, respectively. Allocation 
per student grew by 17.6% and 16%. The rates of increase for other schools were similar, with a big 
exception per student allocation for STEM fi elds in vocational schools, which increased by 26.9% 
in 2019 compared to 2018. The increase was driven almost entirely by the medium-term policy 
decision to double the average teachers’ salaries between 2017 and 2021. With the exception of a 
slightly higher raise of the funding per student in STEM vocational schools, there were no signifi cant 
structural changes in the 2019 and 2020 budget years for other budget lines.

The MES continues to refi ne the funding formula to refl ect geography, levels of urbanization 
and shares of vulnerable groups. The core uniform expenditure standards are based on key 
demographic and infrastructural diff erences across the country, but more nuanced measures 
addressing MES policy priorities have been introduced to refl ect geographical diff erences and 
population density to ensure smaller schools (and smaller classes) are open and cover costs of 
transportation in rural areas. Two new instruments for funding diff erentiation were introduced in 
2018 with amendments to the Regulation on the fi nancing of pre-school and school institutions.56 
The fi rst one is based on the key characteristics of the municipality in which the school/kindergarten 
is located. Municipalities are divided in 8 groups and the amount of the standards is multiplied by 
coeffi  cient for each group. The criteria include number of residents, distance to district centre or to а 
city with a population higher than 100 thousand. The groups are determined with the CoM decision 
for setting the expenditure standards each year. The “baseline” group includes 9 municipalities (the 
biggest cities plus 3 other cities that are in close vicinity). Funding for all other groups is determined 
by boosting the baseline standards with a coeffi  cient; the coeffi  cient varies between 1.7% and 12%. 
The other measure allows for additional funding of schools or kindergartens with high concentration 
of children from vulnerable families. It can be used to cover additional salary payments, costs related 
to prevention of dropout, additional language courses and tutoring, etc.

Additional funding is provided to support provision of full day education until 7th grade as in 
Bulgaria most schools still maintain 2-shift daily scheme. Schools receive additional funding 
based on capacity and enrolment, and the total amount increased from BGN 137 million in 2017 
to BGN 210 million in 2020. It is expected that additional learning activities after regular school 
time with teacher will help especially underachievers and contribute to closing of the learning gap. 
However, there are no clear performance indicators. Also, it seems that in some cases the full-day 
schooling is considered rather a day-care measure to relieve the return to work of parents (mothers 
mostly) and does not necessarily include children that need additional support.

55  For the 2020 budget year, the standards were approved on 16 April 2019 with CoM Decision 208 (https://www.mon.bg/
upload/19441/rms208_160419.pdf), then updated on 1 November 2019 with CoM decision 644 (https://www.mon.bg/up-
load/21172/19RH644.pdf), and due to the COVID-19 crisis were once again amended on 30 July 2020 with CoM Decision 535 
(https://www.minfi n.bg/upload/45131/RMS%20535.pdf) 

56  Adopted with CoM Decision 219 of 2017 (https://www.mon.bg/upload/23816/nrdb_fi nansirane_izm01092020.pdf) 
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Municipalities have to transfer the entire education allocation based on the expenditure 
standards to schools and they cannot retain portion of the education funding to cover other 
local priorities. Municipalities have some limited authority in education funds utilization to refl ect 
local realities and priorities, but 85% of the education funding should be allocated based upon the 
key components (per school, per class, per student standard). The additional 15% can refl ect specifi c 
needs of diff erent schools, e.g. type of heating system, distance, small classes due to low population 
density, etc. Such adjustments are typically made by some (but not all) smaller municipalities. In 
Sofi a and other major cities more than 98% of education funding is spent based on the expenditure 
standards. Usually they adjust the fi nancing to refl ect diff erences in fi xed costs (such as type of 
energy used for heating) rather than use funding to foster specifi c goals related to educational 
activities, inclusion or achievement. The school principals are aware of their own budget as well as 
the budgets of other schools in the municipality.  They have autonomy over school management, 
including fi nancial management. They have full control over schools’ resources and are responsible 
for the school budget and education results. 

Municipalities receive subsidies from the state budget to supplement their own resources in 
order to cover capital expenditures. The allocation of the total capital expenditure subsidy (i.e. 
for all functions) is approved by the National Assembly as part of the Law on State Budget.57 It has 
been frequently the case in recent years that additional transfers are approved during the ongoing 
budget year with decisions of the Council of Ministers. Part of the explanation is the relatively low 
share of own (i.e. from local taxes) revenues in municipal budgets, which is a long-time structural 
characteristic of Bulgarian public fi nances. But there are also other considerations related to the 
extremely uneven demographic factor which create huge need for adding new capacity (school 
buildings but mostly kindergartens) in some cities. For example, in July 2020 the CoM approved58 
additional allocation to the Sofi a municipality for construction of new kindergartens to the amount of 
BGN 50 million. 

Education funding is provided through national programs or EU-fi nanced projects. National 
programs are developed and amended and new are added as the Ministry of Education and Science 
identifi es new priorities. The general principle is fi nancing on demand, i.e. there are eligibility criteria 
and schools are expected to prepare and send applications for projects with draft budgets.  These 
national programmes are usually not based on any effi  ciency or eff ectiveness indicators as it is 
assumed that the very design of the program and the type of activities it supports are ensuring that 
it fulfi ls the program goals. The fi nancing of all active programs is BGN 76 million per year. Key 
programs fi nance investments such as IT infrastructure in schools and overall STEM environment 
(since 2020); some funds are also allocated for building accessible environment. There are smaller 
programs to address specifi c needs, such as covering additional costs to prevent free school hours 
(e.g. when the teacher is sick), organizing and supporting various school science competitions, 
organizing lectures with business representatives, additional qualifi cation for teachers, etc. From a 
macro perspective, such programs do not signifi cantly change the budget situation in the system, but 
in some schools, if properly targeted, they might change incentives and induce additional action for 
improving access and quality of education.

57 See annex with allocations to each municipality: https://www.minfi n.bg/upload/43195/chl.%2050-%20Budgetni%20vzaimootnoshe-
nia2020.xlsx 

58 See Decree 268 of the CoM from 30 July 2020 http://pris.government.bg/prin/document_view.aspx?DocumentID=jdWKpG5K-
7bHl10Xz/z1nvQ==
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The MES is using EU funds and other donor’s programs to support some specifi c activities, but 
these projects are not discussed in key budget documents and reports (though in budget reports 
there is a line “other sources of funding, including EU”). Information on individual projects funded 
by various donors can be obtained from the Information System for Management and Monitoring of 
the EU Funds in Bulgaria59 or from the dedicated place on the MES website.60 However, information 
on budgets and actual spending is very diffi  cult to be tracked and placed within the main framework 
of the school fi nancing model. For example, at present there are two sizable and important projects 
that directly address the needs of vulnerable groups in terms of access, inclusion and improving 
learning outcomes. One of them is “Support for Success” with a total funding of BGN 128 million 
over 30 months, directed at schools, and “Active Inclusion in Pre-school Education” with a funding of 
BGN 82.5 million over 30 months. These two projects support a wide range of targeted interventions, 
including higher enrolment and participation, reduction of dropping out, as well as additional 
teaching activities of various type to improve learning outcomes and catching-up. For example, 
the supplemental allocations for schools that have above 20% children from vulnerable families, or 
additional summer classes for children with low results are fi nanced through “Support for Success”.

Within the budget process and the standard documents – program budget plans and reports – it is 
not possible to directly obtain information on the spending that goes to poor regions or vulnerable 
children. In principle, as the funding follows a uniform allocation model of expenditure standards, it 
is only meaningful to evaluate the additional targeted interventions, which are project-based – both 
from national programs or EU and other donor projects.

Total education sector spending trends
The main data sources on education fi nancing planned allocations are the annual programme budget 
of the Ministry of Education and Science61 and the CoM Decision that sets the uniform standards 
each year. There is no publicly available document that aggregates municipal budgets to provide 
data on planned local funding for education for the country.

Detailed public fi nancing data can be found in the program budget of the MES and the respective 
report on execution, as well as in the Council of Ministers decision that sets the uniform expenditure 
standards for each year. 

The amounts allocated through expenditure standards are by law fully transferred to educational 
institutions (though the latter are allowed to retain unspent balances at the end of the budget year). 
Identical to the budget planning phase, there is no aggregated report on municipal spending on 
education. Data on total education spending can be found in the annual reports for the implementation 
of the state budget.62 The report presents aggregate data on the capital expenditures by municipalities, 
as well as current expenditures on education that are considered local responsibility. 

Data on social and economic conditions of children in education by municipality or school is not 
available. Municipalities have data on the income of families for children enrolled in kindergartens 
as it is used as eligibility for fee waiving, but such data is not collected nationally as part of a country 
analysis.
59  https://eumis2020.government.bg/en
60  See, https://www.mon.bg/bg/13 in Bulgarian only!.
61  See program-oriented budgets and reports here: https://www.mon.bg/bg/67 
62  See most recent report on the budget implementation for 2018: https://www.minfi n.bg/upload/42307/Doklad%20po%20otcheta%20

na%20DB%20na%20RB_2018.pdf
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Table 8: Total educ ation spending, 2017-2020
2017 2018 2019 2020

‘000 000 BGN Budget Report Budget Report Budget Report Budget Report
Aggregate pre-school and school 
education* 2 482.3 2 570.9 2 857.1 2 926.0 3 333.6 3 335.6 3 533.5 3 

311.5
Funding from national and EU 
programs, managed by the 
Ministry of Education and Science

515.7 613.3 662.8 761.9 757.7 778.9 998.1                          

776.1     

Allocations according to uniform 
standards** 1 713.0 1 713.0 1 904.8 1 904.8 2 257.6 2 257.6 2 535.4 2 535.4

Municipal funding for capital 
expenditures *** 86.9 71.0 121.2 84.5 148.3 122.0 n.a.

Municipal funding current 
expenditures – local responsibility 
***

166.7 173.6 168.3 174.8 170.0 177.1 n.a.

* Excluding fi nancing from the Ministry of culture, the Ministry of agriculture and the Ministry of youth and sports

** Consolidated report on municipal expenditures does not exist, which is why budgeted fi gures equal reported.

 *** According to reports on the implementation of the state budget for 2017, 2018 and 2019 

Source: IME calculations based on offi  cial budgets and reports

Spending on pre-school and school education through MES managed programs (including national 
and EU funding) and expenditure standards increased in total by 48.5% between 2017 (actuals) and 
2020 (plan).  MES programs funding grew by 49.7% and expenditure standards allocations grew by 
48%. Notably, the budget program “Facilitating access to education. Inclusive education” will double 
between 2017 and 2020 (if actual expenditures reach the planned ceiling). Allocations according to 
the so-called key components increased by 46.9%, while funding based on supplemental components 
grew by 55.2%, which is a sign for a gradual shift towards more targeted fi nancing. Key components 
fi nancing of kindergartens increased by 44.7% while that of specialized schools – by 47.6%. 
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Table 9: Funding by national and EU programmes and through expenditure standards by 
items (in ‘000 BGN)

Source: Budgets and reports of MES, annual Decisions of the Council of Ministers on the delegated activities

It should also be taken into account that the number of children in Bulgaria declines steadily by 2-3% 
each year due to medium- and long-term demographic trends. This is one of the explanations of 
the diff erence between the increase in standards and the total amount of spending. On a national 
level and within the political fi scal discussions, such gradual decline allows for a relatively faster 
growth of per-student funding within a more modest growth in overall educational budget ceiling. 
However, the demographic processes are extremely uneven. In some cities school-age children are 
in fact increasing (mostly in bigger cities), whereas in some towns and villages the number is quickly 
declining to the extent that some schools need to be closed down. 

With having control over the allocated budget, school principals have incentives to optimize costs 
and to plan beyond the end of the calendar year. As schools can accumulate savings, they can also 
make some small investments and improvements, e.g. in multimedia, laptops. At the same time, as 
fi nancing is directly linked to the number of enrolled students, schools are in competition to increase 
or keep the number of children. Apart from a small group of so-called “elite schools”, especially in 
Sofi a and several major cities, this creates perverse incentives to lower educational achievement 
standards and attendance requirements for all the others. Demographic trends – i.e. diminishing 

 

 

Plan Actuals Plan Actuals Plan Actuals Plan Actuals
Total MES and expenditure standards 2 228 664  2 326 299  2 567 550  2 666 651  3 015 349  3 036 531  3 533 501  3 311 523   

515 692     613 326     662 753     761 854     757 749     778 931     998 085     776 107      
1700.01.01 Budget program "Quality 
Assurance in the system of preschool and 
school education" 136 147      249 029      185 212      318 640      170 395      228 746      221 488      247 753       

1700.01.02 Budget program "Facilitating 
access to education. Inclusive education ” 133 258      131 483      167 979      168 600      215 689      183 019      266 331      128 913       
1700.01.03 Budget program "School 
Education" 225 792      213 041      287 809      250 014      326 938      297 168      460 493      346 440       

1700.01.04 Budget program "Development 
of children's and students' skills" 9 260          8 213          10 292        10 785        33 071        34 920        33 271        37 266         
1700.01.05 Budget program "Education of 
Bulgarians Abroad" 11 234        11 561        11 461        13 814        11 655        35 079        16 501        15 736         

Allocations according to expenditure standards 1 712 973  1 712 973  1 904 797  1 904 797  2 257 600  2 257 600  2 535 416  2 535 416   
Allocations according to key components 1 487 071  1 487 071  1 653 263  1 653 263  1 931 013  1 931 013  2 184 805  2 184 805   
Kindergartens 465 702      465 702      510 228      510 228      594 796      594 796      673 548      673 548       
Non-specialized schools 921 251      921 251      1 010 868  1 010 868  1 185 922  1 185 922  1 359 379  1 359 379   
Specialized schools 10 417        10 417        12 273        12 273        14 341        14 341        -               -                
Vocational high schools and classes 67 172        67 172        90 082        90 082        106 554      106 554      127 896      127 896       
Special schools 3 759          3 759          9 367          9 367          7 161          7 161          1 809          1 809           
Other forms of training 18 769        18 769        20 444        20 444        22 239        22 239        22 173        22 173         
Allocations according to supplemental 
components 225 902     225 902     251 535     251 535     326 587     326 587     350 612     350 612      
Personal development support centers 13 896        13 896        14 742        14 742        18 315        18 315        19 844        19 844         

Resource support activities for children and 
students with special educational needs 20 200        20 200        22 986        22 986        31 515        31 515        44 114        44 114         
Nutrition support standard 1-4 grade 27 218        27 218        26 272        26 272        34 276        34 276        33 379        33 379         

Complementary standard for material base 15 108        15 108        14 997        14 997        14 928        14 928        14 773        14 773         
Complementary standard for combined 
forms of education 193             193             351             351             501             501             665             665              
Standard for providing the all-day form of 
education 1-7 grade 136 861      136 861      154 663      154 663      181 246      181 246      210 059      210 059       
Scholarships 9 992          9 992          15 144        15 144        14 634        14 634        15 377        15 377         

Other educational activities - for 
transportation of children and students 2 434          2 434          2 380          2 380          2 942          2 942          3 080          3 080           
Complementary standard per student in 
full-time and dual form of education in 1st 
and 2nd high school stage -               -               -               -               6 466          6 466          38                38                 
Funds for activities of interest -               -               -               -               21 752        21 752        9 285          9 285           
Student at the Center for Special 
Educational Support -               -               -               -               13                13                

Programs managed by the Ministry of Education 
and Science, financed by national or EU funds

2017 2018 2019 2020
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number of children due to lower number of births and migrations – exacerbate the problem. At 
the same time, eligibility for certain social assistance benefi ts for parents is also conditional on 
school attendance by children. Principals who apply strict rules against absenteeism may risk losing 
students as parents who rely on benefi ts would choose a school with a more lenient treatment. At 
present, the policy to address this contradiction in the incentives is the so-called mechanism for 
inclusion, which aims to actively track, enroll and keep children at school and in class. 

Although fi nancing per capita as a principle creates incentives for kindergartens and schools 
to increase enrolment, it does not refl ect the signifi cantly higher resources that are required to 
actively work with the most vulnerable groups, both in terms of attendance and achieving higher 
educational results. This would require a much higher funding per child than average. At present, 
one policy that addresses this issue is the provision of funding for summer and other additional 
learning activities for children that show low results, i.e. fi nancing more school hours is expected to 
improve achievement and result in catching up.

The increase in public spending per student since 2017 has been almost entirely a refl ection of 
the increase in teachers’ salaries. The spending through national and EU funded programs has been 
quite uneven through the years with huge diff erences between planned and actual amounts. No new 
components in the funding mechanism were introduced to refl ect educational achievement, though in 
its program-oriented budget MES consistently sets performance targets related to the improvement 
of PISA results. The share of underachievers in the PISA study are in fact increasing: mathematics – 
44.4% in 2018 compared to 42.1% in 2015; science – 46.5% in 2018 compared to 37.9% in 2015. At 
the same time, while the spending at EU level has decreased slightly, the results are relatively stable, 
which goes to show that the eff ectiveness of public spending is as important as its volume. 

The most recent country report by the European Commission concludes that “Quality and inclusiveness 
of education remain major challenges, despite the ongoing reforms”63. Bulgaria has a high share 
(above 44 - 47%) of low-achievers among the 15-year old in all three domains64. Measured by the PISA 
isolation indexes, it seems that socio-economic background has the strongest infl uence on learning 
results. Roma inclusion is a huge challenge, driven mostly by extreme (absolute) poverty. The share 
of early school leavers is still relatively high at 13.9% in 2018 (with Europe 2020 target of below 10%); 
moreover, in the last fi ve years the level has stabilized. Participation rates in pre-school education is 
also a challenge, especially for Sofi a due to capacity constraint but also among Roma children.

Several studies on the effi  ciency and eff ectiveness of education fi nancing in Bulgaria have 
been performed, mostly by international fi nancial institutions like the World bank65 and the IMF.66 
The Institute for Market Economics  has also researched the effi  ciency of public expenditures in 
Bulgaria.67 All the studies conclude that the effi  ciency and eff ectiveness of public education spending 
is quite low. That implies a need to improve fi nancing methodology and education results so that 
quality of education would be increased. 

63  EC, Country Report Bulgaria 2020, Commission Staff  Working Document, Brussels, February 2020
64  OECD, PISA  2018 Results, 2019
65 https://www.worldbank.org/en/news/press-release/2010/09/13/bulgarian-education-system-more-effi  cient-further-focus-quality-need-

ed , http://documents.worldbank.org/curated/en/265041468239106753/How-can-Bulgaria-improve-its-education-system-an-analy-
sis-of-PISA-2012-and-past-results,  http://documents.worldbank.org/curated/en/844501565717118407/A-Policy-Agenda-to-boost-
Human-Capital-in-Bulgaria, etc.

66 https://www.imf.org/en/News/Articles/2019/02/01/ms020119-bulgaria-staff -concluding-statement-of-the-2019-article-iv-mission 
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=5&ved=2ahUKEwihitbct6PpAhWSlFwKHcWjCmAQFjAEegQI-
BRAB&url=https%3A%2F%2Fwww.imf.org%2F~%2Fmedia%2FFiles%2FPublications%2FCR%2F2018%2Fcr1847.ashx&usg=AOv-
Vaw3FMM649DvCC6OLLZULCrah.

67 https://ime.bg/bg/articles/novo-izsledvane-na-ipi-fi nansirane-na-uilishtata-1/, https://ime.bg/bg/articles/ocenka-na-efi kasnost-
ta-na-publinite-razhodi-v-bylgariya-v-perioda-2011-2015-g/ etc.
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Education funding increases and allocations are aligned with the national government 
priorities. Some key examples are provided below:
 Across the board increase of teachers’ remuneration. At the start of its mandate in 2017 the 

government has made explicit commitment to double the average nominal wages for teachers by 
2021 (base year 2017). This policy priority is the key driver behind the increase in state school 
education funding since the 2018 budget year. It adds BGN 330-360 million per annum since 
2018 to the expenditure standards. As of 2019 the average teacher wage is already higher than 
the national average wage, and the target is a 120% level by 2021. This measure however is 
not expected to bring immediate results; rather, it can be seen as a precondition to make the 
profession attractive in the long-run. Wage increases are not linked in any way to students’ 
performance indicators, or work with underachievers from disadvantaged groups. 

 Targeted funding of schools/kindergartens with high rates of children with vulnerable 
group. In 2018 additional funding scheme was introduced for schools and kindergartens with 
at least 20% of children from vulnerable groups. It can be considered as a targeted measure to 
address higher resources and diffi  culties. However, the scheme has no performance targets in 
terms of increase of attendance, improvement of motivation and better educational achievement. 
It is considered a policy priority as the budget has been increased to above BGN 29 million in 
2020 (up 40% from 2019), although the amount remains negligible from a macro perspective.

 Investments into STEM. As of 2020 a new national program to improve STEM environment 
in schools was introduced. Additional BGN 20 million will be available to schools to invest in 
improvement of infrastructure and equipment that would in turn increase attractiveness in STEM 
subjects and hopefully, educational outcome of children.  

 Investments into inclusion of children with special education needs (SEN). The number of 
professionals supporting students with SEN such as speech therapists, educational mediators, 
psychologists, social workers and resource teachers has increased signifi cantly – by about 60% 
in the period 2017/18 - 2019/20. More teacher assistants specifi cally trained to have been hired 
as well to support inclusion of students with SEN. As a result of these measures, the number 
of inclusive schools that are fully accessible and have properly trained educators is constantly 
increasing but their numbers are insuffi  cient to support all children with special education needs.

 Measures to attract high quality educators. Only recently the government has introduced 
measures such as scholarships to attract high-achievers into certain pedagogical studies in 
universities. Again, this is a long-term measure to improve the human capital in the school system.

 Targeted support of enrolment of children and vulnerable groups in kindergartens. The 
Plan for implementing the Strategy for reducing the share of early leavers of Education, adopted 
by the Government in 2018, covers the period 2018-2020 and contains policies and measures to 
prevent dropping out of kindergartens and schools. It sets a target that by the end of 2020, 90% 
of eligible children aged 4 years until the beginning of compulsory education will be attending the 
pre-school system.68 To achieve this goal, the national policies on ECEC became better targeted 
to address barriers to ECEC participation as well as supportive of the most vulnerable groups 
through additional funding directed towards 1) fee subsidy to all children attending community 
kindergartens; 2) funding of community mediators in targeted communities to support ECEC/
school attendance of ethnic minorities,69 whose number, according to the MES, in the second 
academic term of the 2017/18 school year were only 4, and in the second term of 2019/20 
school year reached 790 in schools, 112 in kindergartens and 4 in other institutions.70 Presently 
the educational mediators are mostly funded by the EU projects; 3) funding of sheltered kinder-
gartens when its closure will force at least eight children in compulsory pre-school age to travel 

68  Action Plan for 2018 – 2020 for implementation of the Strategy for the reduction of the early school leavers’ share (2013-2020), p. 4
69  The profession of the education mediator has been offi  cially recognized since September 2017 with the Order No РД 01 - 715 of 

September 19, 2017 of the Minister of Labour and Social Policy.
70  MES, 2020, Re: UNICEF - Bulgaria request: Request for administrative data related to educational mediation
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14 or more kilometers away from the place where they live;71 4) funding of construction of new 
kindergartens. In 2020 the national government adopted a decision to provide this year BGN 65 
mln. to Municipality of Sofi a and another 210 mln in the next 3 years to the rest of municipalities 
to repair and expand the existing kindergartens and build new kindergartens.72

Key fi ndings on limitations of the PFM in education sector:
 Various levels of commitment and funding capacities of municipalities to support ECEC. 

The kindergartens were expected to receive fi nancing of BGN 673.5 million in 2020 for 246,000 
children that are enrolled in them. The expenditure standards cover teachers’ salaries while mu-
nicipalities must fi nance other expenses such as maintenance and capital expenditures. It is one 
of the reasons municipalities charge fees for attending a kindergarten, mostly to cover the cost 
of meals. Coverage is still not complete as 79% of the children are enrolled in a kindergarten in 
2019. Unfortunately, there is no publicly available information on the aggregate spending budget 
plan of municipalities for 2020. Bulgaria is still about 13 percentage points below the level of 33% 
of the EU target indicator for the coverage of children up to 3 years in early care and education 
(including nurseries and kindergartens).73 For now, some municipalities have decided to waiv-
er the fee. Although fees are relatively low for most families, a study74 by the World Bank has 
demonstrated that for some they are still a barrier to enrolment. At the same time, in some big 
cities, and in Sofi a in particular, there is a serious capacity constraint. Many children remain out 
of kindergartens, which creates a problem for child care for working parents, while also denies 
these children access to formal (i.e. institutional) early childhood education. 

 Some small schools in rural areas are not well equipped to deliver quality education. 
As the enrolment rates are low and the costs of running these schools are high, it is diffi  cult to 
secure quality education by providing well trained teachers and modern equipment. They have 
a shortage of qualifi ed personnel, and a low level of material and technical equipment. Some 
small schools in rural areas do not provide adequate heating during winter months, lack gyms 
and internal toilets and do not have science laboratories. Although schools consolidation is a 
feasible option, the task to secure timely and equitable transportation for all students has to be 
addressed. The MES funds a national program to improve schools’ accessibility, but the funding 
mostly goes to the state schools and only some municipal schools are fi nanced. 

 There is no evidence that increase of teachers’ salaries would be suffi  cient to meet the 
targets of the National Programs, improve youth education attainment levels75 and PISA tests 
results.76

 Limited focus on results and limited focus on supporting inclusion of vulnerable groups. 
Performance-oriented funding is still in its infant stage as most of the funding criteria (and, hence, 
performance indicators) are related to output rather than outcome – i.e. funds increase physical 
capacity, including school equipment, and education activities such as adding more hours in 
school. Measuring the value added of education in individual schools remains a challenge 
(see for more World Bank study77) for the overall assessment of management and educational 
activities in schools in general. 

71  Decree No 121 of the Council of Ministers of 23.06.2017 on the adoption of criteria for determining the sheltered kindergartens and 
sheltered schools and the conditions and procedure for their additional funding

72  Council of Ministers Meeting, Transcript 30 July 2020
73  Presidency conclusions: Barcelona European Council, March 15-16, 2002, SN 100/1/02 REV 1, р. 12
74  See report: http://documents1.worldbank.org/curated/en/980721576601672085/pdf/Supporting-Disadvantaged-Children-to-En-

ter-Kindergarten-Second-Medium-Term-Follow-Up-Study.pdf
75  Bulgaria Labour Force Survey, Eurostat, Young people aged 20-24 with at least upper secondary educational attainment level by 

sex, yth_educ_030, 2020
76  OECD, The Programme for International Student Assessment (PISA), Country Note Bulgaria, 2018, PISA 2018 Results, OECD 

Education GPS, https://gpseducation.oecd.org/, own calculations
77   See report “Bulgaria: Piloting Statistical Models for Estimation of Schools’ Value-Added Using the Results from the National As-

sessments”  https://openknowledge.worldbank.org/handle/10986/24456?locale-attribute=en
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Recommendations for PFM actions to improve children and adolescents’ educational 
outcomes:
 Assess the eff ectiveness of existing MES programs and interventions, which cover a 

wide range of initiatives addressing high drop out rates, low ECEC enrolment, low academic 
achievements and other identifi ed challenges, and  identify the most cost-eff ective ones and 
replicate them nation-wide. 

 Promote focus on the most vulnerable groups. A high share of out-of-school children is a 
point of concern. They include those who are not enrolled and are not attending school, as well 
as those who are enrolled but are not attending school. Children and adolescents are kept out-of-
school for a range of complex and overlapping forms of exclusion, disparities and inequalities.78 

 In terms of capacity building and data availability, further eff orts are needed in two 
areas. First, it is necessary to introduce and improve measuring educational achievement, and 
specifi cally the value added of targeted policies. Keeping children in school – by supporting 
transportation, textbooks or additional classes by teachers – is only the fi rst step; the important 
indicator is the fi nal outcome of such measure in terms of improved educational performance. 
Second, funding allocations might be better targeted to address social and economic conditions 
of families if data from existing offi  cial registries/databases is analysed on municipal or school 
level. 

 Municipalities might be encouraged to use to a greater extent the existing fl exibility to 
allocate funds between schools. At present they are rather resistant to design and pursue 
their own policy priorities related to education. They need expertise to be able to draft reasonable 
adjustments to the allocation components which can at the same time be acceptable for the local 
community. 

78  UNICEF, Concept Note: Regional Out-of-School Children and Adolescents Initiative. UNICEF CEECIS, Geneva, 2011
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4.3. Social protection

Bulgaria experienced robust economic growth in 2018-2019. The poverty rate has declined from 
8.5% in 2015 to 6.4% in 2020 and the unemployment rate fell to a historically low level of 4.2% 
in 2019. Despite these improvements, the country continues to have one of the highest levels of 
poverty and income inequality in the EU.79 Gini coeffi  cient as a measure of the distribution of income 
across a population increased from 37% in 2015 to 40.8% in 2019.80 As Figure below demonstrates, 
inequality of income distribution as measured by the ratio of the average income of the 20% richest 
to the 20% poorest has been steadily increasing since 2010. To some extent, the increasing income 
inequalities can be attributed to low levels of minimum income81 and old-age pensions.

Figure 7: Inequality of Income Distribution in Bulgaria, 2008-2019

Source of data: NSI, 2020

The high level of poverty has an impact on the extent to which children and adolescents’ rights are 
realized as families have to address their basic needs fi rst. The at-risk-of-poverty or social exclusion 
rate among children (0-16) decreased signifi cantly from 45.5% in 2016 to 33.9% in 2019 as Figure 
3.3 below presents but remains among the highest in the EU.82 Monetary poverty among children 
aged 0-16 decreased from 32.2% in 2016 to 27.2% in 2019 (26.8% in 2018); In the age 0-6 monetary 
poverty marked an even steeper decrease though from a very high rate – in 2016 it was 32%, in 2019 
it dropped to 21.4%.83 

Figure 8: Children at risk of poverty or social exclusion in Bulgaria, 2007-2019

Source of data: Eurostat, 2020, Children at risk of poverty or social exclusion

79  IMF, Bulgaria: Staff  Concluding Statement of the 2020 Article IV Mission, February, 2020
80  Eurostat, Gini coeffi  cient of equivalised disposable income - EU-SILC survey, tessi190. 2020
81  In 2019, average hourly labour costs recorded in Bulgaria (€ 6) were 4.7 times lower than the EU-28 average (€28.2) (Eurostat, La-

bour cost levels, 2020). In 2019 the average monthly wage per employee in Bulgaria amounted to €651 (NSI, Statistical Reference 
Book 2020, 2020, p. 54), but the minimum wage is only €286.33 (2019) (Eurostat, Monthly minimum wages - bi-annual data 2020).

82  Eurostat, People at risk of poverty or social exclusion by age and sex, ilc_peps01, 2020
83  Eurostat, At-risk-of-poverty rate by poverty threshold, age and sex, ilc_li02, 2020
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Financing of Social Assistance
Bulgaria’s public spending on children-related social assistance84 in 2018 is 2.3% of GDP, which 
is above the EU average of 1.7%, and the only countries with a higher share of expenditure are 
developed countries – Denmark (4.3%), Finland (3%), Cyprus (2.8%), Poland (2.6%), Sweden (2.5%), 
and Estonia (2.7%), which is the exception. The share of public expenditure slightly decreases from 
2.4% in 2015 to 2.3% in 2017 and 2018, which, again, can be mainly attributed to the steep economic 
growth during that period85. In nominal terms, Bulgaria has the sixth largest increase – 16.7% during 
the period 2016-2018, in children-related public social spending in the EU, except countries with 
public expenditure of less than EUR 700 million.  The total spending on child related social policy 
measures reaches 1,3 billion BGN in 2020 budget and is the second highest after education.

In recent years spending on child-related social protection falls in relative terms (both as a share 
of GDP and total public expenditures). There are three main reasons: a/ GDP and total public 
expenditures grow at a high nominal rate during this period (see table in the introduction); b/ The 
number of benefi ciaries is slightly decreasing, both due to demographic reasons and due to economic 
growth which increases incomes and therefore fewer families are eligible for means-tested benefi ts; 
c/ The amount of the benefi t in key programs has not been updated, e.g. for children with disabilities 
there is no change since the big increase in 2017, the same applies to one-off  birth benefi ts, the 
monthly benefi t for children in the family has only slightly increased. Overall, the combination of the 
above leads to lower relative spending on social protection.

Figure 9

Financin g of Social Policies towards Children
The main priorities of social policy in Bulgaria are poverty reduction, increase of income and social 
inclusion support.86 Improvement of children’s well-being is also at the center of the government 
policy as there are specifi c goals in the national  strategy “Europe 2020”87 that are associated with 

84  COFOG sub-function family and children
85  See more here: https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=gov_10a_exp&lang=en
86  See National Strategy here: https://www.mlsp.government.bg/uploads/1/nacionalna-strategia.pdf 
87  See National Development Program: Bulgaria 2020 here http://www.strategy.bg/StrategicDocuments/View.aspx-

?lang=bg-BG&Id=765 
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children, for example “decrease in the number of children who live in poverty by 78 000 people”. 
Families with children as well as people with disabilities are the two main target groups of social 
policy measures.  

There are three major instruments that fi nance social support for children:
 contributory benefi ts fi nanced through the social security system and administered by the National 

Social Security Institute (NSSI);
 non-contributory benefi ts (social assistance) fi nanced through the state budget and managed by 

the Ministry of labor and social policy (MLSP) and its agencies;
 social services fi nanced by transfers from the central state budget and municipal budgets (own 

revenues).

An important characteristic of the Bulgarian income tax system is that benefi ts and social transfers 
are not subject to income tax.

The contributory benefi ts, their amount and method of calculation, as well as eligibility criteria, are 
defi ned by the Social Security Code.88 There are three benefi ts that are directed towards children 
and have a relatively signifi cant fi scal impact:
 Monthly benefi t related to pregnancy and childbirth (full-paid maternity leave). It is paid for up to 

410 days89 (45 days prior to childbirth and 1 year after birth). The benefi t compensates 90% of 
the income for the 24 months prior to the leave but not exceeding the net income received by 
the mother 

 Monthly benefi t for upbringing of a child up to 2 years of age (reduced pay maternity leave). 
Only parents with at least 12 months in social security and currently socially insured at the time 
the leave starts are eligible. The amount of the benefi t is not linked to the income of the parent 
(and, therefore, to the contribution) but is set each year with the Law for the Social Security Fund 
Budget90 which is approved by the parliament as a separate act as part of the budget procedure. 
For 2020, the amount is BGN 380 per month, or 62.2% of the gross minimum wage.

 Paid leave for taking care of sick family member. Parents of children up to the age of 18 years 
can receive paid leave for sickness of the child for up to 60 days in annually. The amount is set 
at 80% of the income for the previous 18 months but not exceeding the net income received.

Overall, these programs account for close to BGN 650 million per annum, or 49% of total child-
related public spending.

Social benefi ts that are not contributory are part of the social assistance framework funded by the 
central government budget and are managed through the budget of the Ministry of Labor and Social 
Policy and its agencies. The key social assistance benefi ts directed at children are set in the Law on 
Family Allowances.91 
 Monthly child allowance for raising a child until completion of secondary education but up to the 

age of 20. This benefi t is means-tested. The eligibility income thresholds as well as the amount 
of the benefi t are set in the annual State Budget Act92. For 2020, families with a monthly per 
member income below BGN 410 receive the full amount of the allowance and those with income 

88  See Social Security Code here: https://www.noi.bg/images/bg/legislation/Codes/KCO.pdf 
89  In fact, this is one of the longest full-paid maternity leave Europe.
90  See Law on the Social Security Budget for 2020: https://www.noi.bg/images/bg/legislation/laws/zbdoo-2020.pdf 
91  See Law on Family Allowances: https://www.mlsp.government.bg/uploads/35/sv/zakon-za-semejni-pomosi-za-deca-en.rtf 
92  See State Budget Act for 2020: https://www.minfi n.bg/upload/44894/ZDB2020.pdf 
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between BGN 410 and 510 receive 80% of the allowance. 
 Monthly allowances for raising a child with permanent disabilities. The benefi t is not means-

tested. The amount is fi xed in the annual State Budget Act. For 2020, parents caring for a child 
with permanent disability receive between BGN 350 an BGN 930 depending on the severity of 
the disability.

 One-off  benefi t at the birth of a child. The benefi t is not means-tested and is therefore universal. 
The amount of the benefi t is fi xed annually with the State Budget Act for the respective year 
in an amount not smaller than in the previous year and shall be diff erentiated based on the 
consecutive number of the child given birth to by the mother, being higher for the fi rst, the second 
and the third child (for 2020 the amounts are BGN 250, BGN 600, BGN 300 and BGN 200 each 
consecutive birth)

 Monthly allowances for raising a child up to 1 year. The benefi t is means-tested. The eligibility 
income thresholds as well as the amount of the benefi t are set in the annual State Budget Act. 
For 2020, families with a monthly per member income below BGN 450 receive BGN 100 per 
month. 

 One-off  benefi t for pupils enrolled in the fi rst grade. The benefi t is means-tested. The eligibility 
income thresholds of the benefi t are set in the annual State Budget Act. For 2020, families with 
a monthly per member income below BGN 450 receive а benefi t. The amount is set each year 
with a Council of Ministers Decree and for 2020 is BGN 25093. In 2020, a new one-off  benefi t 
for students enrolled in the 8th grade was introduced with the same amount as the one for fi rst-
graders.

The size of benefi ts is as a rule set each year in the State Budget Act94. According to the Family 
Allowances Act, the amount of the benefi ts discussed above cannot be reduced, i.e. each year 
they should either increase or remain the same as the previous one. Other social assistance 
benefi ts altogether take up to 2% of total child-related social spending.  Additionally, the MLSP funds 
measures prescribed in the Child Protection Act95 within its budget program “Children protection 
through transition from institutional care to alternative care in a family environment”.

Data on social protection expenditures related to children: key sources and limitations
Data on actual allocations are available in annual budget reports of the MLSP96 and the Agency for 
Social Assistance97, the NSSI annual reports98 and also quarterly reports on benefi ts related to sick 
leave and maternity.99

There is no source that aggregates data on social protection spending by municipalities. The annual 
report on the implementation of the state budget includes an aggregate for co-fi nancing of services 
that are funded through expenditure standards by the central budget and an aggregate for the total 
spending on services that are local responsibility. There is no break-down according to type of 
services, so there is no data on child-related services.

93  See CoM Decree 88 of 2020: https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=147747
94  Historically, Bulgaria has used the minimum wage as a benchmark with key social assistance payments being linked at a certain 

ratio to it.
95  See Child Protection Act: https://www.mlsp.government.bg/uploads/35/sv/zakon-za-zakrila-na-deteto-en.rtf
96  See program-oriented budgets and reports of the MLSP here: https://www.mlsp.government.bg/programen-byudzhet-na-mtsp-i-

otcheti; 
97  See annual reports of the ASP here: https://asp.government.bg/bg/za-agentsiyata/misiya-i-tseli/otcheti-i-dokladi 
98  Annual report of NSSI: https://www.noi.bg/aboutbg/st/analyses/331-doo; 
99  See quarterly reports here: https://www.noi.bg/aboutbg/st/statistic/155-ozm 
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Publicly available data on social inclusion and living conditions (SILC study) does not include 
breakdown of child-related benefi ts and their impact on child poverty and material deprivation. Such 
analysis requires access to individual data (microdata) for the entire sample of households detailed 
according to every separate social transfer received. A further study of individual data can reveal the 
impact of individual benefi ts to children well-being, aa well as the conditions of households that are 
currently not supported by the social system but are possibly likely to suff er some deprivations and/
or are close to the poverty line.

As the Agency for Social Assistance handles applications, eligibility checks and disbursement of 
social assistance benefi ts it has a complete database with individual data on all applicant households/
persons. Access to this data can be used to improve the targeting of benefi ts.

Individual data from the NSSI on maternity leave recipients (or detailed breakdowns at request if 
access to microdata is not granted) can be used to analyze income distribution.

Social policy spending on children in recent years
Data on child related social policy are provided by the budgets and reports of the MLSP, the NSSI 
and the municipalities. For the measures that are directed not only towards children an assumption is 
made on the share of the child users of the service. The social assistance benefi ts are chosen based 
on one of the following criteria:
 either the child in need benefi ts directly from the service (for example fi nancing of day centres 

for children with disabilities), or
 the eligibility criteria include having a child to access the assistance and the assistance increases 

with the number of children (for example monthly payments to families with children).

 Table 10: Total social policy spending on children, 2017-2020
2017 2018 2019 2020

‘000 BGN  Budget Report Budget Report Budget Report Budget Report
Total social spending 12 327,7 12 514,2 13 071,1 13 213,3 13 945,3 14 067,2 14 847,7 n.a.
Children-related social 
spending* 1235,2 1229,5 1277,3 1264,6 1321,0 1338,8 1325,8 1 411,6

MLSP 633,6 587,9 622,0 561,4 615,4 597,4 563,6 600,8
NSSI 514,8 541,0 561,8 609,7 601,0 636,9 648,2 690
Municipalities (allocations 
from central budget 
according to expenditure 
standards)

86,8 100,6 93,5 93,5 104,6 104,6 114,1 120,8

 
*  Includes social assistance programs that are mostly child-related. For budget program “Integration of people of 

disabilities” the share of child-related spending is estimated at 4%. There is no data on municipal spending of own 
revenues on social services related to children; however, from a macroeconomic point of view, the amount is relatively 
low –  a total BGN 116.6 million for services that are not fi nanced through the central budget and BGN 6.5 million co-
fi nancing of delegated services for all social services. А signifi cant share of the spending on services that are not state-
fi nanced goes to the social patronage, which is mostly targeted at the elderly. 

Source: IME calculations based on offi  cial budgets and reports
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Total estimated public spending on child-related social policies slightly falls in relative terms – from 
1.2% of GDP in 2017 to 1.1% in 2019 and 1% in the 2020 budget plan. As a share of total spending 
on social assistance, it decreased from 10% to 9% between 2017 and 2020, as the total social 
spending also fell from 12% to 11.7% of GDP.

Table 11: Spending on Social Policy by item, (‘000 BGN)

* In 2020 the reported line for Budget program „Children protection through transition from institutional care to alternative 
care in a family environment“ includes spending on foster care and benefi ts extended according to the Child Protection Law

Source: Budgets and reports by the MLSP, reports by NSSI, annual Decisions 
of the Council of Ministers on the delegated activities

 

2017 2018 2019
Budget Actual Budget Actual Budget Actual Budget Actual*

Total 1 235 176   1 229 535  1 277 330       1 264 559     1 321 021       1 338 827      1 325 762     1 411 564    
Ministry of Labour and Social Policy (non-contributory) 633 563      587 889     621 994          561 374        615 447          597 372         563 555        600 747       
1500.04.00 Disability policy (share of child-related) 10 052        10 773        13 068             12 593           14 820            22 901            23 627           19 420          

1500.04.01 Budget program "Integration of 
people with disabilities" 10 052        10 773        13 068             12 593           14 820             22 901            23 627           19 420          

1500.05.00. Social inclusion policy 623 511      577 116     608 926          548 780        600 627          574 471         539 928        581 327       

1500.05.01 Budget program "Children protection 
through transition from institutional care to 
alternative care in a family environment" 57 228        47 022        42 343             9 234             51 594             59 470            10 895           8 470            
1500.05.02 Budget program "Families with 
children support" 566 283      530 093      566 583           539 546         549 033          515 001          529 033         572 857       
1. one-time assistance at the birth of a child 27 000        25 774        24 350             25 423           23 350             24 817            23 350           22 875          
2. monthly allowances for raising a child up to 1 
year 21 000        18 099        18 960             16 413           17 040             15 130            17 040           14 564          
3. one-time assistance for raising twins 3 000           2 466          2 520               2 409             2 520               2 525              2 520             2 375            
4. one-time assistance for raising a child by a 
mother (adoptive mother) - a full-time student 1 440           1 441          1 440               951                1 440               768                 1 440             656               
5. monthly allowances for raising a child until the 
completion of secondary education, but not 
more than 20 years of age 340 164      310 660      345 867           314 140         313 891          295 248          293 891         279 066       
7. monthly allowances for raising a child with 
permanent disabilities 161 104      161 500      161 104           170 817         172 000          169 024          172 000         171 202       
8. one-time free travel assistance for mothers 
with many children 900              471             667                  437                667                  439                 667                338               
9. one-time assistance for students enrolled in 
the first grade 11 500        9 590          11 500             8 847             10 950             5 053              10 950           6 475            
10. one-time assistance for the adoption of a 
child 175              93                175                  110                175                  108                 175                83                 
11. monthly allowances for a child without the 
right to a survivor's pension from a deceased 
parent 7 000               1 890              7 000             2 975            
9. one-time assistance for students enrolled in 
the eigth grade 2 994            

National Social Security Institute (contributory) 514 841      541 040     561 815          609 664        601 016          636 897         648 150        690 000       
Pregnancy and childbirth up to 1-year 355 294      372 045      386 932           416 205         418 700          443 173          442 300         484 743       
 Raising a child up to 2-years 144 771      155 207      157 728           176 872         166 900          173 504          187 700         166 246       
Cash benefits for the adoption of a child, aged 
two to five years 379              443             566                  1 368             3 399              2 400             3 304            
General illness - for caring for a sick family 
member 14 397        13 344        16 589             15 220           15 416             16 822            15 750           35 707          

Municipalities (delegated activities funded by standards) 86 773        100 606     93 521             93 521           104 558          104 558         114 057        120 817       
Homes for children deprived of parental care 5 291           5 166          4 002               4 002             3 133               3 133              1 139             1 008            

uvrezhdaniya
58/5000
Day care centers for children and/or adults with 
disabilities 18 545        18 223        20 077             20 077           21 998             21 998            24 386           25 568          
Day care centers for children with disabilities - 
weekly care 867              -               928                  928                1 021               1 021              1 124             1 170            
Center for Social Integration and Rehabilitation 4 709           4 992          5 765               5 765             6 736               6 736              7 765             8 088            
Center for Community Support 14 309        14 357        16 054             16 054           18 660             18 660            21 314           22 365          
Mother and Baby Units 680              638             681                  681                749                  749                 771                803               

Centers for working with "children on the street" 2 134           2 399          3 043               3 043             3 176               3 176              3 603             3 753            
Family-type accommodation centers for 
children/young people with and without 
disabilities 36 275        50 687        38 662             38 662           44 316             44 316            50 687           54 663          
Transitional housing 1 775           1 855          1 650               1 650             1 798               1 798              -                  -                 
Crisis center 2 049           2 289          2 525               2 525             2 827               2 827              3 135             3 266            
Monthly assistance to a student using a social 
service 140              -               136                  136                142                  142                 133                132               

2020



44

Figure 10: Actual MLSP spending by programmes, 2020 

Source: MLSP budget report 2020

The biggest social benefi ts program is the monthly cash payments to families with children - they 
amount to BGN 293.8 million in 2020. The program is means-tested (i.e. only families with income 
below certain level are eligible) but it is still quite wide in coverage. Cash payments for children with 
disabilities are also quite large – BGN 172 million. 

Figure 11: NSSI spending on children and families with children, 2020

Source: NSSI report 2020
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The biggest social security program fi nanced by the budget of NSSI is the payments for pregnant 
women and for taking care of a child – in 2020 these two programs accounted for BGN 484.7 million 
and BGN 166.2 million, respectively. In 2020, 104 thousand parents received benefi ts for childbirth 
and upbringing of child up to 1 year of age, and another 88 thousand parents received payment for 
caring for a child up to 2 years of age. As the benefi t is based on contributions, women100 in highly 
paid employment by design receive the highest amount of support for the 410 days of pregnancy and 
birth benefi t; women with low wages or partial employment receive substantially less.

Contributory benefi ts fi nanced through the social security system gradually increased their share 
from 41.7% in 2017 to 47.6% in 2019 and reached 48.9% in 2020. In nominal terms the spending in 
the two main maternity-related programs (pregnancy and child-birth and raising a child up to 2-years, 
see below) grew by 30.3% and 7.1% between 2017 and 2020. This refl ects, on the one hand, the 
fast growth of the average social insurance income which is used for calculation of the benefi t for 
pregnancy, childbirth and raising a child 1yo, as the amount is linked to the income. On the other 
hand the number of socially insured parents/mothers eligible for the payments is expanding as the 
employment rates in the economy reached historic high levels. At the same time, the benefi t for 
raising of a child up to 2 years of ages is fl at rate, so with the decreasing number of children the 
modest increase is quite logical. The spending on sick leave for caring for family member in 2019 
was  26.1% higher than in 2017; due to Covid-19, the level of spending more than doubled in 2020. 

Table 12: Benefi ciaries in key programs (number of children)
Number of benefi ciaries 2017 2018 2019 2020
One-off  benefi t for childbirth 66 050 64 519 63 069 58 360
One-off  benefi t for fi rst-grade children 38 489 35 544 31 856 29 909
Montlhly child allowances (full amount) 625 060 608 182 572 790 540 982
 - including montlhly child allowances (80%)  35 308 53 756 54794
Monthly allowances for raising a child with permanent disabilities 26 266 26 623 26 113 26 289
Monthly allowances for raising a child up to 1 year 15 083 13 641 12 606 12 143

Source: ASA annual reports, MLSP budget reports

At the same time, non-contributory social benefi ts funded by the central budget shrank by 0.5% 
in terms of total spending between 2017 and 2019. The number of supported children declined 
gradually in all of the major programs (see table). For example, the number of children supported by 
the main family allowance program shrank by 13.6%, or about 85 thousand children between 2017 
and 2020. This refl ects to a certain extent demographic trends (i.e. gradual decline of population 
aged 0-19) but mostly the eligibility criteria – with fast economic growth employment rates are at 
historic highs, unemployment is at historic lows, wages grow at about 10% annually. This leads to 
fewer families being eligible for benefi ts; in 2020 approximately 45% of children in the respective 
age group are expected to be covered. Another distinctive characteristic is the de facto freeze of 
the amount of the benefi ts in the last three years (between 2018 and 2020). It should be once 
again noted that the amount of individual benefi ts is not linked to any objective economic or poverty 
indicator, nor is indexed with the change in the cost of living.

100  Paid leave is also permitted for men (fathers)
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Figure 13: Spending on social policy per child, 2017 – 2020

 * Based on population estimates for children aged 0-18 years   

Source: IME calculations based on offi  cial budgets and reports

Per child spending grows from BGN 1,035  in 2017 to BGN 1,188 leva in 2020. The variations 
between budget plans and actual implementation is mostly due to the uneven absorption of EU 
funding and capital expenditures in genera;. The planning of social benefi ts  expendityres seems 
quite accurate. 

Table 13: Change in social payments 2020/2019 (report)

‘000 BGN 2020 2019 % change
Social policy 1 412 1339 5%

MLSP 601 597 1%
NSSI 690 637 8%

Municipalities 121 105 15%

Source: Own calculations based on offi  cial  reports by NSSI and MLSP

In terms of the eff ect of children-related social policies, it is diffi  cult to estimate, as a previous 
study of the Institute for Market Economics101 shows that the main driving factors behind reducing 
poverty are the economic activity of households and the attained level of education, and to a lesser 
extent – pension payments. The period 2016-2018 is characterized by a buoyant economic growth, 
accompanied by record high levels of employment rate and wage growth. In this respect, it is diffi  cult 
to disaggregate the eff ects the increase in employment, the objective and subjective increase in 
wages, and the social policy have had on children’s social status.

Despite a range of social assistance payments, coverage and pro-poor targeting remains low. Com-
position of social protection spending as they aff ect children is often inadequate as well. As the inter-
national and national experts agree, the impact of social transfers on reducing income poverty in 
Bulgaria is weak.102 Social transfers do not reach many families with children that need the supports 
such as single parents. The payments are often not adequate to lift families out of poverty. 

101  Nikolova, Desislava, Slavova, Zornitsa, Staykov, Kaloyan, Ganev, Peter, Alexiev, Yavor. 2016. Образованието и заетостта като 
фактори за доходите и неравенствoтo. Institute for Market Economics, p. 43-61; https://ime.bg/var/images/Bednost_bg_16_IME.
pdf

102  European Commission, Joint Employment Report 2019 As adopted by the EPSCO Council on 15 March 2019
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Social Services
Social services are not consistently developed across municipalities and settlements, with some 
small municipalities lacking many basic social services and access to specialized services for chil-
dren with disabilities and other vulnerable groups. The numbers of social workers and other relevant 
experts are limited at the local level. The reasons for such defi ciencies are systemic and relate to 
the way in which social services are organized, i.e. their operation is delegated to municipalities, but 
opening of a service and its proper operation often requires a combination of decisions at local, dis-
trict and national level.103 The availability and quality of social services in rural areas are limited and 
many local residents do not know what is available and if they are eligible for them. Mobile services 
for benefi ciaries living in remote and marginalized areas exist but they are inconsistently available. 
Many families are not accessing available services and benefi ts, or the support they are off ered is 
not necessarily adequate to their needs. The services and benefi ts provide unbalanced responses 
to diff erent vulnerabilities.104

The social services are usually provided by the municipalities, but non-government contractors can 
also provide services and receive funding allocations within the same fi nancing mechanism. There 
are diff erent types of residential care, homes and day centres for disadvantaged children, mothers 
at risk, crisis centres, centres for social integration and re-integration, etc. As of 31 December 2019, 
there are 630 active social services for children with a capacity of 14 459105. They are fi nanced 
through allocations from the central budget to municipal budgets based on uniform expenditure 
standards. The amount of the standards for social services are set each year with  a decision by the 
Council of Ministers. The decision is drafted by the Ministry of Finance, but the law explicitly states 

103  World Bank, Harmonizing services for inclusive growth, Improving access to essential services for vulnerable groups in Bulgaria, 
Technical report, 2019. Though not specifi cally targeted at children and families, this WB technical report provides a compelling 
analysis of the reasons for ineffi  ciencies and imbalances in the operation of social services.

104  Ibid.
105  See Annual Report of ASP for 2019: https://asp.government.bg/uploaded/fi les/4858-ASPOtchet-2019.pdf 
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that the standards should be determined jointly with the respective line ministry and the National 
Association of Municipalities in the Republic of Bulgaria. Within the budget procedure106 CoM 
approves the standards for the next year in April (together with the Medium-term Budget Forecast), 
while typically some amendments are introduced in November to refl ect updated budget priorities107.

The new Law on Social Services108 in force since 1 July 2020 explicitly states that the state budget 
will fund social services according to the national map for social services. and  The funding will 
be allocated according to uniform expenditure standards, and  users can be charged fees for the 
services. The law delegates the mechanism for setting the standards to the Implementation Rules of 
the Law, which at present are still not approved. The draft proposal109 however enumerates the type 
of costs that should be taken into account to calculate the allocations. The user fees for services 
funded by the state budget should be set in a tariff  approved by the Council of Ministers. The national 
map of social services should be completed and approved in 18-month period since the enactment 
of the law, i.e. by the end of 2021.

Social services directed at children represent as low as 8.6% of the total child-related social spending, 
with a signifi cant share of residential services for children without parents. Financing specialized 
services targeted at diff erent needs can bring better overall outcome in terms of social inclusion of 
children that face diffi  cult health or family condition.

Social Service Workforce
Social service workforce is expanding, but professional standards, academic qualifi cation, roles and 
responsibilities of social workers are still evolving. A social workers’ salaries are among the lowest 
in the public sector starting for certain positions from levels as low as the minimum salary, qualifi ed 
social workers with relevant academic degrees are not entering the state social work workforce. 
To ensure that well qualifi ed and committed staff  are employed in social services, it is necessary 
to increase their compensation packages and make them comparable with salaries of teachers 
that were increased in the last 3 years. Additional and continuous training on such diverse topics 
as early identifi cation of children at risk of abandonment or being separated from their family case 
management, programming and supports for children and adolescents placed in institutions and 
transitional supports for children/adolescents leaving residential institutions can be delivered.

Core identifi ed limitations of the PFM in social protection sector include:
 Social transfers do not reach many families with children that need the supports such as 

single parents and the payments are often not adequate to lift families out of poverty. As 
the Table shows in the last decade the social transfers in EU-28 have bigger impact compared to 
Bulgaria although in 2018 and 2019 the diff erence between the average eff ect in the EU-28 and 
Bulgaria decreases to about 1 percentage point.

106  The budget procedure for preparation of the budget proposal for the next year with a detailed timeline and division of responsibili-
ties is set with a CoM decision in January (art 67 of the Law on Public Finances)

107  For the 2020 budget year, the standards were approved on 16 April 2019 with CoM Decision 208 (https://www.mon.bg/
upload/19441/rms208_160419.pdf), then updated on 1 November 2019 with CoM decision 644 (https://www.mon.bg/up-
load/21172/19RH644.pdf), and due to the COVID-19 crisis were once again amended on 30 July 2020 with CoM Decision 535 
(https://www.minfi n.bg/upload/45131/RMS%20535.pdf) 

108  See Law on Social Services : https://www.mlsp.government.bg/uploads/35/sv/zakon-za-socialnite-uslugi-21072020.rtf 
109  See draft implementation rules here: http://www.strategy.bg/PublicConsultations/View.aspx?lang=bg-BG&Id=5412 
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Table 14: At-risk-of-poverty rate by poverty threshold, age and sex, and at-risk-of-poverty rate 
before social transfers (pensions excluded from social transfers)
Year 2010 2011 201 2013 201 2015 2016 2017 2018 2019
At-risk-of-poverty rate before social transfers (pensions excluded from social transfers) 
European Union - 28 
countries (2013-2020) 26.1 26.4 25.8 26.0 26.1 26.1 25.9 25.6 25.5 25.1

Bulgaria 27.1 27.4 25.9 26.7 27.3 28.4 27.9 29.2 29.5 29.6
At-risk-of-poverty rate 
European Union - 28 
countries (2013-2020) 16.5 16.9 16.8 16.7 17.2 17.3 17.3 16.9 17.1 16.8

Bulgaria 20.7 22.2 21.2 21.0 21.8 22.0 22.9 23.4 22.0 22.6
Source of data: Eurostat, At-risk-of-poverty rate by poverty threshold, age and sex, ilc_li02 and At-risk-of-poverty rate 

before social transfers (pensions excluded from social transfers) by poverty threshold, age and sex, ilc_li10, 2020

 Bulgaria has a social assistance program with universal coverage, based on the diff erentiated 
minimum income. It is theoretically supposed to guarantee a minimum income for households 
(adjusted for household members, age, etc.) as a measure to prevent poverty. However, the 
threshold levels are so low (in fact, almost frozen during the last decade) that at present the 
coverage is extremely narrow - only about 24 thousand households. Moreover, the size of the 
benefi t are so small that it cannot in fact support even basic needs. It fails to reduce signifi cantly 
the number of families that live in severe material deprivation, despite the gradual reduction in 
the number of people in risk of poverty in recent years. 

 The social assistance programs are somewhat fragmented, e.g. there are various diff erent 
income thresholds that are used as eligibility criteria for diff erent benefi ts. Also, there are signifi cant 
disproportions between the sizes of benefi ts, which provide incentives for fraud or abuse. The 
numbers and share of households with children covered by social assistance programs remain 
very low. This is an example of an intervention which aims at almost universal coverage at the 
cost of actually delivering suffi  cient aid for the households that really need it.

 Limited use of evidence to inform social assistance coverage and payments. The decision 
to freeze the size of non-contributory benefi ts is not based on data analysis. There is no evidence 
that the amounts set in the annual budget acts are based upon analysis on income distribution, 
social exclusion or material deprivation of households and children. The policy intent behind non-
contributory benefi ts, which is to encourage parents to get jobs through maintaining stringent 
eligibility criteria, may push some groups of the most vulnerable families and children further into 
social exclusion and poverty. 

 Limited additional funding to municipalities with high poverty rates. Local governments 
are responsible for delivering crucial social support and services, but if this responsibility is not 
matched by a transfer of adequate resources from the central to the local level, local authorities 
will be unable to deliver services. This can lead to exclusion and worsen social outcomes.

 Supports of children with disabilities and their families do not focus on inclusion. The 
benefi t program for children with disabilities is the second largest, and the funding was signifi cantly 
increased in 2017. It is, however, based on an outdated system of establishing the percentage 
level of disability by medical doctors, rather than on the actual integration need and subsistence 
costs of the family.
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Recommendations for PFM actions in the area of social protection to improve children and 
adolescents’ outcomes:
 Support reforms in the legal framework and fi nancing of social services and promote evidence-

based approach to setting expenditure standards for allocating state funding to social services. 
 Support analytical eff orts to use individual (micro) data from NSI SILC study and the ASA register/

database to have better knowledge of the income distribution, the targeting of transfers and their 
adequacy and to get a comprehensive picture of the social condition of children and families that 
are currently not receiving benefi ts.

 Provision of expertise for designing programs that combine social benefi t payments, social 
services in the community and targeted educational eff orts in kindergartens and schools

 Support with expertise the recently announced by the MLSP eff ort for reforming in social assistance 
towards unifi ed approach for transfers/benefi ts based on a single family needs assessment 

 Invest into social services workforce. It is necessary to make their salaries competitive and invest 
into the social workforce training as well with particular focus on training on early identifi cation of 
vulnerable children and at-risk families and providing individualized family support. 

 Improve the national systems for assessment of education/qualifi cations and competencies of 
social services staff , including paraprofessionals in order to ensure quality service delivery.110

110  Elayn M. Sammon, Joanna Rogers, Luba Devetakova, EVALUATION OF THE FAMILY FOR EVERY CHILD PROJECT IN THE 
REGION OF SHUMEN, BULGARIA, 2017
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5. The Covid-19 pandemic and child-related budget programs

The main goal of the government’s response to the Covid-19 crisis has been to prevent, to the ex-
tent possible, a severe decline in employment and income. The major anti-crisis programme has 
been a broad employment subsidy scheme whereby the government paid for 60% of the labor 
cost to companies to retain their employees at full wages. Other measures have been designed to 
address specifi c needs of certain business sectors such as tourism, transport or others that have 
been disproportionately aff ected by social distancing restrictions. In addition to the economic support 
schemes, the government has introduced additional lump-sum wage supplements for health workers 
and lump-sum supplements to all old-age pensions. 

At the same time, the main social benefi t programs have remained largely unaff ected by the Covid-19 
pandemic, both in terms of spending and coverage, with a few notable exceptions. In 2020, unemploy-
ment benefi t expenditures were higher by 50% compared to 2019. Another contributory benefi t (i.e. 
for which only socially-insured are eligible) that saw a big increase was the paid leave for taking care 
of a sick family member or in case of a quarantine. The heating allowance, which is income-tested 
and is part of the social assistance spending, had a 12-percent expansion in the number of bene-
fi ciaries and 19-percent increase in funding. One-off  social payments - a benefi t up to BGN 375 
extended to households with very low income – also doubled; however, the size of this scheme in 
2020 barely exceeded BGN 6.5 million. Apart from these exceptions, other social programs did not 
act as automatic stabilizers, which would entail expansion of spending to meet increased needs of 
the socially vulnerable. The total spending on non-contributory social assistance programs targeted 
at children grew only by 7% in 2020. 

The performance of all major social assistance programs that are targeted at children followed a sim-
ilar path. In principle, the number of benefi ciaries of income-tested benefi ts should have increased to 
include families who suff ered a loss of employment or income. In fact, budget data for 2020 shows 
a diff erent picture. The number of children, receiving monthly allowance, declined for another year 
by 6%; as there was no change in the amount of the benefi t, the overall spending also fell by 6%. 
The number of mothers receiving social assistance for upbringing of a child up to 1 year (i.e. un-
insured mothers) and the total spending on the program also declined by 4%. The benefi t for preg-
nant mothers decreased in terms both number of benefi ciaries and spending by 2%. The number of 
fi rst-grader students that received benefi ts also declined by 6.5%. The rest of the programmes are 
not income-tested and, therefore, their performance was expectedly not aff ected by the crisis.

Benefi ts provided by the National Social Security Institute for socially insured parents remained in 
general unaff ected by the crises. They followed the trend driven by a continuing decline in the num-
ber of births combined with a steady growth in social security income. At the same time, the impact 
of the crisis was relatively mild on the overall employment levels; moreover, it seems logical that loss 
of employment and/or income will materialize into lower number of eligible parents and/or reduced 
benefi ts in 2021. Benefi ciaries of full-paid maternity leave declined by 3.7%, while the overall ex-
penditures grew by 9.6%. The recipients of the BGN 380 fl at-rate benefi t for upbringing of a child up 
to 2 years of age also decreased by 5%, which means that the crisis did not aff ect the prospects of 
getting back to employment for the parent receiving the benefi t. The only payment that saw a sig-
nifi cant change was the paid leave for caring for sick family members or in case of quarantine: the 
children-related expenditures doubled compared to 2019.
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Eff ective from 1 August 2020, the government also increased the expenditure standards for a broad 
range of social services for children. Funding for most services was raised by 10% and by 20% for 
residential services. The overall impact was a 6% increase in the total spending on social services 
for children, compared to the budget plan for 2020, or an overall 16% increase to the 2019 level of 
expenditures.

Apart from the increase in expenditure standards for social services for children, the government 
created two new schemes. In July 2020, it set up a one-off  benefi t payment for children starting 8th 
grade - identical in eligibility and amount with the scheme for fi rst-grade students already in place 
(BGN 250 payment per child, income-tested). In November 2020, the government launched a pro-
gramme to support families with children up to the age of 14, who had to stay at home in case the 
kindergarten or the school move to online distance learning process. The programme is income-test-
ed, though the eligibility threshold is about two times higher than the one applied to the monthly child 
allowances. The amount of the benefi t is based on the days that the child is not attending school 
(ranging between 25% and 100% of the full amount), with full month equivalent of one mandatory 
minimum wage for 1 child and 1.5 minimum wages for 2 or more children under 14 years of age 
in the family. In one month alone (December 2020) the programme supported almost 23 thousand 
families with BGN 18.6 million. The government also approved some ad hoc projects, most notably 
for the purchase of 80,000 laptops using the resources from the REACT EU program and 16,000 
laptops from the national budget.

Figure: Change in spending in main child-related benefi t programs

Source: Reports by MLSP and NSSI

 

 
 

 

Selected benefits for children (BGN million) Type of program 2019 2020
Change in 

BGN Change in %

Existing programs
one-off benefit for pregnancy income-tested 1,5 1,5 0 -              -2%
one-off benefit for the birth of a child universal 24,8 22,9 2 -              -8%
one-off benefit for students enrolled in the first grade income-tested 5,1 6,5 1               28%
monthly allowances raising a child up to 1yo income-tested 15,1 14,6 1 -              -4%
monthly child allowances up to 18/20yo income-tested 295,5 279,1 16 -            -6%
monthly allowances for a child with permanent disabilities universal 169,0 171,2 2               1%
paid pregnancy, birth and maternity leave up to 1yo social security 443,2 484,7 42             9%
paid leave for raising a child up to 2yo social security 173,5 166,4 7 -              -4%

New programs
one-off benefit for students enrolled in the 8th grade income-tested 3,0
monthly payment for families with children up to 14y in case of 
pandemic closure of school or kindergarten income-tested

18,6

Selected benefits for children (number of recipients) Type of program 2019 2020
Change in 
number Change in %

one-off benefit for pregnancy income-tested 9 980         9 821         159 -           -2%
one-off benefit for the birth of a child universal 63 069       58 360       4 709 -        -7%
one-off benefit for students enrolled in the first grade income-tested 31 856       29 909       1 947 -        -6%
monthly allowances raising a child up to 1yo income-tested 12 606       12 143       463 -           -4%
monthly child allowances up to 18/20yo income-tested 572 790    540 982    31 808 -      -6%
monthly allowances for a child with permanent disabilities universal 26 113       26 289       176            1%
paid pregnancy, birth and maternity leave up to 1yo social security 108 320    103 888    4 432 -        -4%
paid leave for raising a child up to 2yo social security 92 569       87 833       4 736 -        -5%
monthly payment for families with children up to 14y in case of 
pandemic closure of school or kindergarten income-tested (new) 22 854       
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The COVID-19 pandemic also encouraged a broader debate on the necessity to increase social 
spending in general, and specifi cally the funding for child-related programmes. As a result, with the 
approval of the State budget for 2021 several benefi t schemes were expanded. The one-off  benefi t  
and the monthly payments for prevention of child abandonment and reintegration of children into 
families according to the Child Protection Act were increased. The monthly allowance for raising a 
child up to 1 year was raised from BGN 100 to BGN 200. The one-off  benefi ts for children starting 
1st and 8th grade in school were increased from BGN 250 to BGN 300 and the income test was abol-
ished. The programme for income support for families with children up to 14 years of age who are not 
attending school was continued with the amount of the benefi t increased together with the minimum 
wage; the expenditure reached BGN 26.5 million in the fi rst quarter of 2021 alone.

The most important debate, however, was around the proposal for making the monthly allowance for 
upbringing a child universal. Even with the income test, this programme accounts for more than 56% 
of all social assistance directed at families with children in 2020. Initially, the government proposed 
abolishment of the income test, which would have doubled the number of benefi ciaries. However, 
the Parliament approved an alternative scheme: maintaining the existing social benefi ts with income 
test and signifi cantly expanding the income tax deduction for parents. The deduction from the annual 
income was increased from BGN 200, BGN 400 and BGN 600 to BGN 4,500, BGN 9,000 and BGN 
13,500 for one, two or three and more children, respectively. As the income tax rate in Bulgaria is 
currently 10%, the amount of the deduction on a monthly basis is slightly lower than the monthly 
allowance per child, e.g. BGN 37.5 for one child and BGN 75 for two children. This approach created 
a peculiar situation whereby poor families with no taxable income receive only monthly allowances 
from the social assistance budget, while families with income up to the level of the income-test 
threshold receive both monthly allowances and tax deduction. The law envisages the increase in the 
tax deduction only for 2021, as it was promoted as a one-time anti-crisis measure, and the decision 
for maintaining this measure will have to be taken by the next Parliament.
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6. Conclusions and recommendations

Bulgaria has an established and relatively robust budget system achieving the following three 
complementary and interdependent objectives: maintain aggregate fi scal discipline; allocate 
resources in accordance with Government priorities; and promote the effi  cient delivery of services. 
The SitAn оn PFM identifi es some systemic PFM issues that aff ect children rights realization AND 
could be addressed to promote child well-being and to minimize the negative impact of COVID-19 
on children, adolescents, and their families.

Insuffi  cient focus of budget allocations on child outcomes and on the most vulnerable groups 
of children. In absolute terms, the total expenditures on children (total and per child) increased 
since 2017. These allocations, however, are not focusing on results and are not targeted enough to 
support the most vulnerable groups of children.

Limited availability of budgetary disaggregated data. Availability of good budget data is crucial to 
support budget planning in the areas related to children, and to track how well policy commitments 
are being translated into direct action. Budgetary disaggregated data is often not collected to ensure 
that policies and interventions are well targeted, eff ective, and monitored and this limits also the 
possibility of equity analysis. 

Limited focus on results in policy and budgeting cycles. Public policy involves the reconciliation 
of confl icting priorities and risks through good analysis to arrive at the best option and to determine 
the instruments, institutions and management required for implementing and maintaining policies 
that ensure the achievement of sustainable outcomes. 

Monitoring of implementation is inconsistent and is often unclear why the existing legislation and 
policies do not achieve their targets: reasons may be diff erent and include not well targeted policies, 
inadequate implementation, poor timing, improperly selected target groups, insuffi  cient funding, etc. 

Limited funding of cross-sectoral interventions addressing such complex issues as early childhood 
development, inclusion of children with disabilities, and mental health needs of adolescents. There 
is evidence of partnerships at the levels of ministries, regional and local providers but they are often 
inconsistent, and the funding mechanisms do not promote cross-sectoral interventions. 

Local authorities may not have suffi  cient capacity, budget, and authority to develop and 
implement solutions addressing the needs of children and adolescents. It can be partially 
attributed to limited authority provided to the local public administration, misalignment of responsibilities 
among the central, regional, and local governments and service providers, lack or limited capacity of 
local government administrations, and inadequate funding. As a result, access to quality healthcare, 
ECEC and social services vary dramatically across the country.



55

6.1. Key opportunities for action 

The budget document refl ects a government’s ‘true’ policy priorities, as the budget converts policies 
and political commitments into decisions on where funds will be spent and how revenue will be col-
lected. The following more specifi c recommendations can made:

Secure Government strategic commitment to increase budget allocations for children and at 
least maintain it at the level of EU GDP share average. Promoting political dialogue and building 
national consensus for the increase of budget spending on health and education to reach the level of 
EU average in terms of GDP share averages as well as on funding additional programs supporting 
the most vulnerable groups and areas. 

Promote strategic results-focused planning and budgeting. Results-based budgeting aims to 
make more eff ective use of resources at all levels of government. It links the allocation of resources 
to identifi ed outcome targets. Outcome-based budgeting is closely connected to the planning pro-
cess. In order to focus on children’s outcomes, goals and objectives must be identifi ed and tied to 
budget allocations. Improvements of results-based budgeting of all relevant ministries may help to 
better link policy decisions to budgeting and ensure that all targets related to children and adolescent 
rights realization are well resourced, implemented and monitored. This will facilitate making strategic 
policy choices through prioritization of programs and improving cross-sectoral partnership within the 
available resource envelope at a sectoral and national level.  

Advancing integrated approaches and horizontal partnerships. Integrated approaches are ne-
cessary because many issues, particularly in strategic policy, do not fall within the mandate of one 
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ministry such as addressing poverty, school leaving, domestic violence and mental health. Stronger 
engagement of key line ministries responsible for advancing rights of children and adolescents with 
the Ministry of Finance that is responsible for the custody and management of all public money 
can promote better focus on children’s outcomes and promote horizontal collaboration. Cross-sec-
toral policies supporting children should have clearly defi ned targets, timetables for delivering, the 
roles and responsibilities of all those involved in delivery, and the resources allocated to the policy 
including money, skills, and infrastructure. 

Cross-sectoral funding is usually programmed for the medium to long term to promote investment 
in specifi c sectors (such as education, health) or cross sectoral themes (such as early childhood 
development, child protection). While it is generally accepted that cross-sectoral spending can have 
a greater and more eff ective impact on children’s welfare, this type of funding is also more diffi  cult 
to quantify and track. As a fi rst step to promote better budget alignment of line ministries supporting 
children, it is important to ensure that respective policy measures and budgets are developed through 
cross-sectoral collaboration to promote synergy and reduce duplications. 

Promote participatory models of PFM and engage parents at the national and local levels. 
Participatory budgeting will provide more scope for civil society in setting priorities for Government 
expenditure. Strengthened mechanisms of citizens’ involvement will help parents become more 
aware of Government’s goals and demand results of its policies and programs. Fiscal and fi nancial 
information should be made available on a full, regular, and timely basis. Greater public awareness 
around how public funds are allocated and used can help support better decisions, more public over-
sight, and ultimately better services and outcomes for children.

It is also necessary to empower citizens, including children and adolescents, communities, and civil 
society organizations to track spending and participate in national (and subnational) budgeting pro-
cesses. To make citizens’ voices heard, it is necessary to establish feedback mechanisms and facili-
tate citizen participation, including children and adolescents, in budget decision making both at the 
local and central levels.111 The public and CSOs involvement will help in making the budget process 
more transparent and available to public scrutiny. 

111  UNICEF’s Engagements in Infl uencing Domestic Public Finance for Children (PF4C) A Global Programme Framework, 2017
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