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Macroeconomic Imbalances 

Bulgaria 2014 
On 13 November 2013, the European Commission presented its third Alert Mechanism Report (AMR) 
in accordance with the Regulation (EU) No. 1176/2011 on the prevention and correction of 
macroeconomic imbalances. The AMR serves as an initial screening device to identify Member 
States that warrant further in depth analysis into whether imbalances exist or risk emerging. 
According to Article 5 of Regulation No. 1176/2011, these country-specific “in-depth reviews” 
should examine the nature, origin and severity of macroeconomic developments in the Member 
State concerned, which constitute, or could lead to, imbalances. On the basis of this analysis, 
presented on 5 March 2014, the Commission will conclude whether it considers that an imbalance 
exists or not, and if so whether it is excessive or not, and what type of follow-up it will recommend 
to the Council to address to the Member State. 
 
The 2014 in-depth reviews (for Belgium, Bulgaria, Germany, Denmark, Ireland, Spain, France, 
Croatia, Italy, Luxembourg, Hungary, Malta, Netherlands, Slovenia, Sweden, Finland and the United 
Kingdom) were published on 5 March 2014 together with a Commission communication 
summarising the results. On the basis of the analysis in the In-depth review the Commission 
concluded that: 
 
Bulgaria continues to experience macroeconomic imbalances, which require monitoring and policy 
action. In particular, the protracted adjustment of the labour market warrants policy actions, while 
the correction of the external position and corporate deleveraging are progressing well. 
 
More specifically, Bulgaria experienced a period of very rapid accumulation of imbalances during 
the boom phase that coincided with accession to the EU. High foreign capital inflows contributed to 
the overheating of the economy and sustained increases of fixed asset prices. The current account 
reversed since 2009 but the stock of external liabilities, though a large share is FDI, remains high. 
The adjustment appears to be mostly non-cyclical, but a further reduction in external liabilities 
depends on sustaining external competitiveness and a strong export performance. The ongoing 
deleveraging of non-financial corporations could limit investments and growth in some sectors in 
the short and medium term. Also the weak non-inclusive labour market limits the adjustment 
capacity of the economy and is one of the reasons that holds back potential growth. Unemployment 
has increased sharply, as the contraction in employment during the crisis has been more 
pronounced than suggested by the contraction of output. The low-skilled and young workers have 
been most affected by labour shedding. Despite relatively low wage costs, after strong increases in 
recent years, wage floors may risk pricing the most vulnerable out of the labour market. At the 
same time, active labour market policies and the educational system have not been effective in 
facilitating the adjustment process so far and hamper a broad-based accumulation of human 
capital. 
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