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Introduction and Policy mix concept 

 
The policy mix project 
 
This report is one of the 31 country reviews produced as internal working papers for 
the research project “Monitoring and analysis of policies and public financing 
instruments conducive to higher levels of R&D investments” (Contract DG-RTD-
2005-M-01-02, signed on 23 December 2005). This project is a research project 
conducted for DG Research, to serve as support for policy developments in Europe, 
notably in the framework of CREST activities. It does not form part of the 
ERAWATCH project, but the working documents are made available on 
ERAWATCH webpages for the purpose of steering a debate on the policy mix 
concept. 
 
The “Policy Mix” project is run by a consortium of 7 partners: 
• UNU-MERIT (The Netherlands), consortium leader 
• Technopolis (The Netherlands) 
• PREST – University of Manchester (United Kingdom) 
• ZEW (Germany) 
• Joanneum Research (Austria) 
• Wiseguys Ltd. (United Kingdom) 
• INTRASOFT International (Luxembourg). 
 
Each country review is produced by an individual author, and provides expert’s view 
on the policy mix in the country. This report is not approved by the Commission or 
national authorities, and is produced under the responsibility of its author. 
 
The role of country reviews is to provide an exploratory analysis of the current policy 
mixes in place in all countries and detect the most important areas of interactions 
between instruments as well as new modes of policy governance that are particularly 
adapted (or detrimental) for the building of policy mixes. They provide analytical 
material for the analysis of the policy mix concept and its implementation in Europe. 
This material will be used as background for further reports of the project and for the 
construction of a tool for policy-makers (to be made available in late 2007 and 2008). 
 
 
The policy mix concept 
 
The country reviews are based on the methodological framework produced by the 
consortium to frame the “policy mix” concept. They have been implemented on the 
basis of expert assessments derived from the analysis of National Innovation Systems 
characteristics and policy mix settings, using key information sources such as 
Trendchart and ERAWATCH reports, OECD reviews, and national sources, among 
which the National Reform Programmes.  
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In this work, the “policy mix for R&D” is defined by the consortium as: “the 
combination of policy instruments, which interact to influence the quantity and 
quality of R&D investments in public and private sectors.” 
 
In this definition, policy instruments are: “all programmes, organisations, rules and 
regulations with an active involvement of the public sector, which intentionally or 
unintentionally affect R&D investments”. This usually involves some public funding, 
but not always, as e.g. regulatory changes affect R&D investments without the 
intervention of public funds.  
 
Interactions refer to: “the fact that the influence of one policy instrument is modified 
by the co-existence of other policy instruments in the policy mix”.  
 
Influences on R&D investments are: “influences on R&D investments are either 
direct (in this case we consider instruments from the field of R&D policy) or indirect 
(in that case we consider all policy instruments from any policy field which indirectly 
impact on R&D investments)”. 
 
 
Structure of the report 
 
The report is structured along the following questions. 
 
First, in section 1, and in order to place the policy mix in context, the general 
challenges faced by the National Innovation System (NIS) are analysed by the expert. 
The view is here not restricted to the challenges with regard to raising R&D 
investments, but rather encompasses all the conditions that directly or indirectly affect 
the functioning of the NIS and R&D expenditures. These context conditions are very 
important for the discussion of the relevance of the policy mix later on. 
 
Second, the stated main objectives and priorities of R&D policy in the country are 
spelled out in section 2, as well as their evolution over the last ca. five years. This 
discussion is based on White Papers and official documents, i.e. on published policy 
statements. The reality of these objectives compared to actual working of policy 
instruments will appear in section 5.  
 
The third section provides an expert assessment and critical analysis of a possible gap 
or convergence between the NIS challenges and the main policy objectives and 
priorities stated before.  
 
Section 4 presents the policy mix in place, following the above definition, i.e. policy 
instruments affecting R&D activities in the private and in the public sector, either 
directly for instruments from the R&D policy domain, but also indirectly for 
instruments outside the R&D domain which are of particular relevance to R&D 
activities. A typology of instruments is used, to categorise the R&D-specific and non-
R&D specific instruments. A short description of each instrument is provided: aim, 
nature, target group, budget. 
 
Then, section 5 discusses whether there is a gap between the main policy objectives 
and priorities stated in section 2, and the instruments in place. This is done by 
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comparing the set of objectives with the set of instruments at work. When individual 
evaluations of programmes or policy instruments are available, their results are used 
if they shed light on contribution of these instruments towards the policy objectives. 
 
Section 6 discusses the orientation of the policy mix, indicating priorities amongst 
various possible routes to increase R&D investments. Policy instruments are 
categorised under 6 different routes according to their relevance, and this 
categorisation is followed by a discussion on the range of instruments affecting each 
route, missing instruments, routes that are not addressed by instruments, possible 
redundancies or overlaps, etc. 
 
Section 7 provides another view on the policy mix, focusing on the relative 
importance of each types of instruments. The aim is to get a picture of the policy mix, 
the balance between (sets of) instruments, and the relative weight between them. 
 
From section 8 onwards, the review turns to the crucial question of policy 
governance. That section discusses the emergence of the policy mix through 
examination of the following question: how did the set of R&D policy instruments 
arrive? What is the rationale behind them, what were the driving forces behind their 
establishment, and how is this evolving recently. A crucial question relates to the 
existence of some consideration of possible interactions when establishing new or 
suppressing existing instruments. The section tries to establish whether the policy 
design process is incremental or radical, analytical or non-analytical. From this, that 
section discusses if the policy mix is a “construct” or an “ex post” reality. 
 
The next section, section 9, focuses on the governance of the system of R&D policy 
instruments take place. It examines the key question of interactions, i.e. whether there 
is a form of co-ordination between R&D policy and policy instruments from outside 
the R&D domain, and the existing mechanisms that favour or hinder such 
interactions. 
 
The final section, section 10, deals with the core question of the policy mix concept: it 
endeavours to discuss interactions between policy instruments to affect R&D 
expenditure. The section discusses possible positive, neutral and negative effects of 
R&D policy instruments; both within the R&D policy domain, but also with 
instruments from other policy domains. In most cases, this takes the form of 
hypotheses rather than hard evidence. 
 
 
Feedback welcome 
 
Feedback on this report is gladly received. Individual country reports will not be 
updated but discussion on policy mixes is welcome during the timeframe of the study 
(2006-2008). Please send your comments to: 
 
Claire Nauwelaers 
UNU-MERIT 
Coordinator of the “policy mix” project 
c.nauwelaers@merit.unimaas.nl 
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1. National Innovation Systems Challenges 
The main Bulgarian institutions in the field of innovation remain quite stable and 
there is a clear division of responsibilities between them according to the Trendchart 
report. Table 1 displays the results of the SWOT analysis as performed in the 
Trendchart 2006 report. National strategy documents and mechanisms for policy 
delivery have been elaborated, but nevertheless actual policy delivery and the 
provision of adequate resources remain relatively poor. Hence, the measures proposed 
in strategy documents and draft laws are either lacking the necessary resources or are 
not supported enough by policy in the legislative process. 
Based on the review of national studies on the Bulgarian STI system, ERAWATCH 
country reports and the trendchart reports, at present the 4 main challenges for the 
National Innovation system of Bulgaria with respect to R&D intensity are: 

1. To foster the overall R&D funding base 

2. To initiate a recovery of R&D in the business enterprise sector. 

3. To strengthen the human resource base of the Bulgarian economy. 

4. To enhance the interactions between the actors of the STI system 

Table 1: SWOT Table of the Bulgarian Innovation system  

 
Source: Trendchart Report Bulgaria 2006 
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1.1.1 Challenge 1: To foster the R&D funding base 
R&D intensity (GERD/GDP) declined heavily after the transformation from a 
command to a free market economy. Figure 1 shows the development of R&D 
intensity in Bulgaria compared with the EU 25. The R&D intensity decreased 
strongly from 1990 until 1996. Since then no clear recovery trends occurred. 
 
Figure 1: Dynamics of GERD/GDP (1990- 2005) 
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Whereas R&D intensity did not increase in the past years, Figure 2 nevertheless 
shows that the absolute sum of R&D expenditures has about doubled since 1996. 
Hence, overall economic growth had a faster pace than R&D recovery in Bulgaria. 

Figure 2: R&D expenditures by sector of performance, million EUR and in % 

0

20

40

60

80

100

120

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

M
illi

on
 €

Business Government Higher Education Private Non-Profit

0%

20%

40%

60%

80%

100%

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

%

Business Government Higher Education Private Non-Profit
 

Source: Eurostat 

1.1.2 Challenge 2: To initiate a recovery of R&D in the business enterprise sector 
But not only R&D intensity declined dramatically during the first phases of economic 
and political restructuring. Similar to other transition economies also in Bulgaria a 
shift in the sources of R&D funding along with a change of R&D performance by 
sectors occurred. 
The most striking result in this respect is the collapse of R&D performance in the 
business enterprise sector. By 1999 its share had dropped by about a factor of three 
since the mid 1990s. As can be seen from Figure 2, the decline in business R&D 
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expenditures only came to halt in 1998. As compared with the common tendencies for 
Central and Eastern European (CEE) transition economies, perhaps the only 
surprising fact is that the share of business R&D remained at levels of 50% to 60% of 
GERD until 1996, indicating a slow/postponed transition process. 
The share of research performed by higher education has not changed much and the 
share of NGOs is negligible, the other side of this coin is the rising share of the state 
sector in carrying out R&D.  
A big shift in R&D performance occurred in 1997, when inflation and a redirection of 
macro policy hit the country and a sharp decline in total R&D expenditures occurred.  
Since then, questions concerning the efficacy of relying increasingly on the state 
sector for pursuing R&D continue to arise, especially as privatisation and 
marketisation are key policy issues. It is expected, that the drastic decline in business 
R&D expenditures will have serious consequences for technological accumulation in 
the long run. 

1.1.3 Challenge 3: To strengthen the human resource base in the economy 
Since 1990 the total number of R&D personnel has declined by a factor of about 6. 
Women represent approximately half of the total R&D personnel, taking a higher 
share in technicians and equivalent and supporting staff than in researchers. The 
decline of the human resources in S&T in Bulgaria is confirmed by table 6 also. 
There is a very strong process of brain drain from the R&D sector in Bulgaria. A lack 
of a clear strategy for transformation of the Bulgarian S&T sector and its European 
and international integration has especially affected adversely higher educated and 
skilled personnel. Since 1992-1993 the share of Bulgarian higher educated (HE) 
emigration has started to increase.  

Figure 3: Researchers by sector of performance (levels and shares of total) 
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Source: EUROSTAT, own calculations 

The absolute numbers show a very sharp drop in personnel in business-enterprise 
R&D until 1994, then a slower decline. Personnel in government R&D also dropped 
but less sharply, mostly in 1992. Personnel in the higher-education sector rose 
somewhat until 1993, but then fell very sharply until about 1997. The right panel of 
the Figure shows proportions in each of these performing sectors. 
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1.1.4 Challenge 4: To enhance the interactions between the different actors of the STI 
system 
In principle, the Bulgarian STI system has a well-developed institutional system but 
the interactions between the state/higher education R&D system and the business 
sector in Bulgaria are poor. This hampers speeding the innovation processes in the 
country. 
As stated in the Trendchart report, the innovation governance system is currently 
better developed in terms of structure, better established in terms of legislation and 
better coordinated than it was just a few years ago. Nevertheless, there are still weak 
horizontal and coordinational mechanisms between the main NIS institutions on 
central level. 
Challenges both for policy and economic actors in the present situation and in the 
future could be summarised as follow: 

• Increasing internal demand for domestic R&D activities and outcomes, 
mainly the business demand 

• Increasing foreign demand for domestic R&D activities and outcomes 
• Increasing the quality of R&D potential and quantity of R&D personnel  
• Fostering domestic and international innovation networks alignment  
• Increasing R&D in industry.  
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2. Objectives and priorities of R&D policy 
A Law on stimulating R&D activities has passed the Parliament in October 2003. It 
declared R&D a national priority and that R&D is closely linked with the country’s 
development and hence of strategic importance.   
In September 2004 the Government has approved the strategy for science, technology 
and innovation. The document is based on comprehensive analysis1 of the current 
situation in Bulgaria and expertise of countries with good management practices in 
the area of innovation. 
The National strategy formulates a policy mix, consisting of financial and non-
financial measures: 

• To upgrade the S&T sector; 
• To upgrade existing companies; 
• To generate new knowledge intensive economic activities; 
• Financing innovation. 

One of the main financial measures to encourage innovation has already been 
implemented namely the National Innovation Fund. It is the first proactive purely 
innovation related enhancement policy measure in the transition history of Bulgaria. 
Although it is a huge step forward in policy making and implementation its initial 
2005 budget of BGN 5 million (euro 2.5 million) is not likely to contribute 
significantly to the innovation performance of the economy. However, on the positive 
side, its annual budget is scheduled to increase to about BGN 101 million (euro 50 
million) by 2013. 
Among the most important innovation policy objectives are: 

• Encouragement of the employment of young specialists in SMEs; 
• Cluster development; 
• Attracting foreign direct investment in R&D activities; 
• Setting up and encouraging of existing technology parks. 

A number of changes were introduced recently to research legislation in Bulgaria, 
namely in the Law on Trademarks and Geographical symbols (State Gazette, issue 94 
from the 25th November 2005), the Law on Copyright and Neighboring Rights  (State 
Gazette, issue 99 from the 9th December 2005) and Law on Genetically modified 
organisms (State Gazette, issue 99 from the 9th December 2005). Those changes aim 
at raising the level of harmonization of Bulgarian with European legislation.  
In April 2006, the National Strategic Reference framework for the period 2007-2013 
was adopted by the Bulgarian government. The Framework identifies the majour 
tasks for Bulgaria for achieving cohesion with the EU through the use of Structural 
Funds’ assistance and includes tasks for developing the Lisbon strategy in Bulgaria  - 
increasing R&D funding, including business R&D funding, improvement of 
educational services, increasing the market orientation of research etc. 
The National Scientific Fund has announced its updated requirements for 
participation in its research programmes. 

                                                
1 http://www.mi.government.bg/doc_pdf/Position%20Paper%2009%2020002.doc 
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3. Coherence between NIS challenges and R&D 
objectives and priorities 

 
There is a well-developed structure for governing Bulgaria’s STI development, but 
nevertheless actual policy delivery and the provision of adequate resources remains 
relatively poor.  
More concretely – there is a gap between the R&D development objectives and R&D 
funding base; between fostering innovation aim and slow recovery of R&D in 
business enterprises; between strengthening the human R&D resource base in 
economy objective and level of R&D personnel salaries and of funding R&D 
activities. The insufficient foreign and domestic demand for domestically based R&D 
activities and results leads to further decline of their supply. Little is done to stimulate 
demand for R&D at the private sector and also science and industry linkages 
programmes have not been installed effectively and are limited in site and scope.   
The National strategy for scientific research for the period 2007-2013 defines as 
challenge that the 3% Barcelona target has not been taken fully into account by the 
Government. The few measures it has adopted in this direction are inappropriate and / 
or ineffective. 
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4. Composition of the policy mix for R&D 
The strategy on Science, technology and innovation (STI) outlines specific priorities 
and numerous actions to be taken to upgrade STI in Bulgaria. Priorities and most 
important actions are highlighted according to strategy document in the following 
Table 5: Policy mix for R&D in Bulgaria. 
 

Policy categories Policy instruments: short description and target group 
R&D Domain  

R&D policy generic A Law on stimulating R&D activities has passed the Parliament in 
October 2003. It declared R&D a national priority and that they 
have strategic influence on the country’s development.    
 
Scientific and educational institutes, mainly the Bulgarian 
Academy of Sciences and the National Centre for Agrarian 
Sciences are financed too a large extent directly by the government. 
The amount of financing provided via research councils and 
science funds applying competitive calls or funding depending on 
output criteria is still limited, but increasing annually. 
 
Two research foundations were set up, which set some priorities 
and assign projects on the basis of competitions.  
 
The National Science Fund (NSF), a supportive body of the 
Ministry of Education and Science, provides targeted research 
financing under thematic priorities based on competitive calls. The 
fund’s core activity is funding of “Scientific Research”, which 
accepts research proposals from any field of science and from any 
public and private institution. Since 2003 it also announces an 
annual call National Science Projects, which invites proposals 
addressing the National Science Priorities, set up by the Council of 
Ministers decision annually:  
    *  Genomics;  
    * Bulgarian society – part of Europe;  
    * Information society; 
    * Nanotechnologies and new materials;  
    * Cosmos and Cosmic Research. 
(see: ERAWATCH – baseload inventory Bulgaria)) 
The National Science Fund is seen as the funding agency which 
will deliver measures to develop a policy mix appropriate to make 
public expenditures R&D more efficient, gear R&D investments 
towards the priorities determined in the National Strategy for 
Scientific Research and the National Innovation Strategy. Hence 
R&D funding of the fund is not limited towards basic research but 
considers also applied R&D.  
Since 2005 NSF operates the “Development of Scientific 
Potential Program”. The program has been considered in the 
National Innovation Strategy and focuses on the creation of 
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scientific products largely at public research institutions. It consists 
of three modules: 1.) Improvement of Scientific Infrastructure, 2.) 
Support of young scientists, 3.) Upgrading specialised scientific 
equipment.  
The program “Promotion of scientific research in the 
universities” has been launched in 2003. The program aims to 
increase the interest of young pople in science by attracting them to 
work with experts in the academic sphere for a three year period. 
Respective calls have targeted all scientifice areas. 
In 2005 NSF has launched “Research competitions, based on 
bilateral agreements for scientific and technical co-operation”. So 
far Bulgaria has bilaterall agreements for joint activities in this 
programme with Germany, Romania, Greece, Macedonia, China, 
the Slovak Republic, Ukraine and India. 9 joint projects with 
German partners have been financed, competitions jointly with 
Greece, Romania and Macedonia run for the third time. The 
programme is not limited to specific areas, but the calls depend on 
the terms of the bilateral agreement – which have different priority 
areas. 
 
The National Innovation Fund (controlled by the Ministry of the 
Economy and Energy) provides financing for scientific applied 
research projects or feasibility studies, implemented by commercial 
enterprises in Bulgaria. Collaboration with other (not commercial) 
entities, such as universities, the Bulgarian Academy is possible but 
not a prerequisite for for allotting the subsidy. The projects are 
assessed by their innovativeness, economic perspective and 
expected results. All areas of the economy are eligible, if the 
research can be implemented and used by the Bulgarian enterprises.  
(see: ERAWATCH – baseload inventory Bulgaria) 

R&D policy sectoral  
R&D / Innovation policy – 

Linkage  
Competence centres 
The idea is that scientific or technological institutes that have the 
potential to compete for R&D projects on the international market 
should be equipped with tools for marketing and acquisition. 
Competence centres are located at universities and should 
encourage and facilitate research-based co-operation between 
universities and the business sector. The management of each 
centre is governed by a board, which is jointly appointed by the 
parties concerned, i.e. the university, the companies and a 
representative of the National Innovation Council.  Each project 
will be submitted by a group of one or more companies (domestic 
or foreign) and one or more research institutes (either from 
universities, the Academy of Sciences or others).  
As a first action an investigation and feasibility study for the 
establishment of Competence Centres is planned. 
 

R&D / Innovation policy – 
IPR 

Law on Trademarks and Geographical symbols (State Gazette, 
issue 94 from the 25th November 2005) 
the Law on Copyright and Neighboring Rights  (State Gazette, 
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issue 99 from the 9th December 2005)  
Law on Genetically modified organisms (State Gazette, issue 99 
from the 9th December 2005)  
the National Strategic Reference framework for the period 2007-
2013 (April 2006) 

R&D specific financial and 
fiscal policy 

Budget R&D funding  
 

R&D specific education 
policy 

None 

R&D specific employment 
policy 

None 

Finance Domain  
Financial and fiscal policy  

Macroeconomic policy Currency board is a policy  instrument which shapes the R&D 
development in the country 

Human Capital Domain  
Education policy State budget 

 
Employment policy A placement scheme for graduates in small companies 

A placement scheme for graduates in science and technology to 
improve the knowledge base in small companies should be 
considered. So called ‘placement schemes’ can be found all over 
Europe, e.g., the UK Teaching Company Scheme and the Dutch 
KIM scheme. These schemes mostly involve subsidised placement 
of graduates in existing, non-innovative SMEs. Addressing the 
mobility of human resources with such placement schemes is one 
of the most direct ways to improve the knowledge base in industry. 
It is the preferred policy to improve the knowledge base of small 
companies that do not have the financial and human resources to 
perform research and development activities. Moreover, in the case 
of Bulgaria, such a placement scheme would enhance the demand 
for highly educated labour, which could serve to put a hold to the 
‘brain-drain’ problem. 
As a concrete action it is suggested to adopt a financial incentive 
scheme to subsidise the labour costs of the first engineer or 
scientist in a company smaller than 100 workers by 50% for two 
years. 

Innovation Domain  
Innovation policy generic Regulations are to be found in the national strategy for science, 

technology and innovation (2004), www.mee.government.bg,  and 
the National Strategic Reference framework for the period 2007-
2013 (April 2006). 
 
Addressing established innovative firms 
In order to increase the involvement of innovative companies 
(which somehow already have a relationship with universities) into 
the National Innovation System two channels of innovative 
interaction are important: science-industry relationships and inter-
firm relationships.  
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Based on the experience that other firms are the most important 
external source of innovation it is important to stimulate inter-firm 
interaction. Moreover, as it is well documented in the literature, 
innovative relationships are mostly based on informal networking.  
The Bulgarian innovation strategy therefore proposes to promote 
the formation of an Association of Innovating Companies (AIC). 
An additional advantage of the Association as proposed is that it 
can function as a communication channel with the government. As 
‘Good practice’ examples the activities of Syntens in the 
Netherlands, and the Association of Innovative Enterprise - active 
in the Czech Republic for a number of years now - forming a 
network of industrial companies, universities, and science and 
technology parks, are mentioned. 
 

Innovation policy sectoral Sectoral innovation policy is developed partly in the national 
sectoral strategies. One important aspect includes the following 
issue: 
 
Diffusion of knowledge and innovation in the food and 
agricultural sector 
Technology transfer mechanisms are a very effective way to 
enhance innovativeness in farms and companies. To bridge the gap 
between public sector scientific researchers and entrepreneurs the 
policy solution throughout Europe has been for many years to 
strengthen the intermediary infrastructure. In addition to private 
knowledge, business services and collective public/private 
initiatives like branch-organisations, public intermediates like 
regional development agencies and innovation relay centres fulfil 
an important role in promoting innovation in SMEs. Technology 
transfer institutions are often established to serve particular 
branches of industry or industry clusters, hence the name ‘cluster-
based diffusion’. 
Despite many recent initiatives, the present intermediate innovation 
infrastructure in Bulgaria is still rather weak. It is proposed to 
strengthen this intermediate infrastructure, amongst others by 
establishing Innovation Transfer Institutes that provide (individual 
and collective) innovation services to (preferably clustered) SMEs 
with innovation potential. The cluster-platform and clients will 
contribute financially to the operation at an annually increasing 
rate. Such institutes should be established with priority in the 
agricultural and food sector; when more experience is available the 
need for such institutes in other sectors should be investigated. 
The innovation transfer institutes should comprise different public 
and private actors and should serve to promote innovation in 
companies and innovative relationships between actors within the 
cluster. Main tasks of an innovation transfer institute are to: 

• advise companies within the cluster on matters relating 
to innovation. 

• transfer know how from research and education 
institutes, either by its own initiative or by specific 
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requests from companies of the cluster. 
• organise demonstration events, workshops, lectures, 

company-visits etc. 
• collect know how gaps in the cluster and defines R&D 

projects to fill these gaps 
The Transfer Institute could also be given the task of the 
international marketing of the cluster activities in order to attract 
foreign capital or ‘jobbing’ deals from foreign customers. 
According to the strategy an interesting option would be to develop 
an Innovation Transfer Institute for the agri-food cluster in the 
region of Plovdiv, including actors like the University of Plovdiv, 
Institute for Horticulture and Canned Foods, the National 
Agricultural Advisory Service, and others. 
 

Other policies - industry Foreign Direct Investments 
The Bulgarian Foreign Investment Agency or BFIA is promoting 
international companies to invest and produce in Bulgaria with an 
immediate effect on Bulgaria’s Gross Domestic Product. For 
Bulgaria Foreign Direct Investment (FDI) is also important in 
relation to innovation. 
Although the activities of the BFIA should certainly not be limited 
to technology driven foreign investments, the emphasis of the 
Agency should shift into this direction and it should become 
equipped to act as a professional discussion partner of foreign 
technology driven companies. BFIA should become equipped with 
facilities and means to approach foreign technology companies 
directly and its authority to make contracts with foreign companies 
should be extended. 
The aim should be to attract investments in the sphere of 
production and distribution, as well as in research and 
development, either through the establishment of private foreign 
R&D institutes in Bulgaria (cf. the R&D institute of Nokia in 
Budapest – 2000 people) or through paid research contracts to 
Bulgarian R&D institutes. BFIA should approach foreign 
technology driven companies directly by teams of high standing 
national leaders and technological specialists who know what 
Bulgaria has to offer. 
 

Other policies - trade  
Other policies - defence  

Other policies – consumer 
protection 

 

Other policies – health and 
safety 

 

Other policies - environment  
Other policies – regional 

development 
 

Other policies - competition  
Other policies – social 

security 
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5. Coherence between main policy objectives and 
priorities, and policy instruments 

There is still a strong discrepancy between policy objectives and priorities, and policy 
instruments at place. Except from the limited activities of the National Science Fund 
and the National Innovation Fund no specific policy instruments exist. To a large 
extent policy actions remain at the level of formulating objectives and priorities. 
Given the overall low level of R&D funding in the country however, this comes as no 
surprise.  

6. Policy mix instruments and target groups 
The state budget mainly supports the Bulgarian Academy of Sciences and the 
National Centre for Agrarian Sciences which are dominating the Bulgarian research 
system. Universities, which have been primarily educational institutions in the past, 
have increasingly embarked on research but still, have limited capacity. The system is 
primarily based on state budget support.  
First competitive research programmes have been set up in 1990. With the creation of 
the National Innovation Fund and the National Science Foundiation two main 
institutional pillars for providing competitive R&D funding have been set up. 
However, the weight of funding through these institutions has been very limited. Only 
in the last 2-3 years a system of programme funding has started to evolve and funding 
somewhat increases.  
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  Table 6: Policy instruments and broad routes to increase R&D investments 
Policy categories  

Policy instruments 
ROUTE 1: 
promote 
establishment of 
new indigenous 
R&D-performing 
firms 

ROUTE 2: 
stimulate greater 
R&D investment 
in R&D-
performing firms 

ROUTE 3: 
stimulate R&D 
investments in 
firms non-
performing R&D 

ROUTE 4: 
attract R&D-
performing firms 
from abroad 

ROUTE 5: 
increasing 
extramural R&D 
carried out in 
cooperation with 
public sector 

ROUTE 6: 
increase R&D in 
public sector 

R&D Domain        
R&D policy 

generic 
Law on stimulationg R&D 
activities 

X X X   Xx 

R&D policy 
sectoral 

National scientific fund X X X X X X 

R&D / Innovation 
policy – Linkage  

National Innovation fund Xx Xx Xx    

R&D / Innovation 
policy – IPR 

Law on Trademarks and 
Geographical symbols (State 
Gazette, issue 94 from the 25th 
November 2005) 
the Law on Copyright and 
Neighboring Rights  (State 
Gazette, issue 99 from the 9th 
December 2005)  
Law on Genetically modified 
organisms (State Gazette, 
issue 99 from the 9th 
December 2005)  
 

    Xx  

R&D specific 
financial and fiscal 

policy 

       

R&D specific 
education policy 

       

R&D specific 
employment policy 
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Finance Domain        
Financial and 
fiscal policy 

       

Macroeconomic 
policy 

Currency board    x   

Human Capital 
Domain 

       

Education policy        
Employment 

policy 
National strategic reference 
framework 

X X X X X x 

Innovation 
Domain 

       

Innovation policy 
generic 

National strategy for science, 
technology and innovation 
(2004) – 
www.mee.government.bg 
the National Strategic 
Reference framework for the 
period 2007-2013 (April 2006) 

Xx Xx Xx X X X 

Innovation policy 
sectoral 

Developed partly in national 
strategies fo specific sectors 
development 

      

Other policies - 
industry 

       

Other policies - 
trade 

       

Other policies - 
defence 

       

Other policies – 
consumer 
protection 

       

Other policies – 
health and safety 

       

Other policies –        
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environment 
Other policies – 

regional 
development 

       

Other policies - 
competition 

       

Other policies – 
social security 
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7. Balance within R&D policy mix 
The Bulgarian R&D policy mix depends heavily on direct financial measures provided 
directly by the state budget. The main source of funding is bloc funding for research 
institutes at the Academies of Sciences and Universities. In 2005 R&D intensity was at 
0.50%. Total GERD amounted to EUR 106 million, which is one of the lowest figures 
in Europe. Two-thirds of the R&D financing in 2004 came from the national 
government. The Law on the State Budget regulates government expenditures on R&D 
for each budget year. In 2006 the funds which will be distributed in the form of direct 
transfers, i.e. institutional support to horizontal research performing institutions through 
the budgets of the Ministry of Education and Science and the Ministry of Defence 
amount to a total of EUR 211 million. The funds will be distributed as follows: 
 

Organisation Funding 
(million euros) 

Accredited universities, of which 137 
     from the Ministry of Education and Science 123 
     from the Ministry of Defence 14 
BulgarianAcademy of Sciences, of which 74 
     from the Ministry of Education and Science 33 
     from other horizontal research organizations 41 

Source: ERAWATCH Baseload Inventory 
 
While the direct transfer to the Bulgarian Academy of Sciences represents pure R&D 
contribution, the bulk of the transfer for the universities covers mostly education costs 
and only a tiny portion of research costs. Of all the expenses of the Ministry of Defence 
only about EUR 1.4 million are earmarked for R&D. The research funding system in 
Bulgaria highlits the composition of the R&D policy mix. 

Figure 4: The research funding system in Bulgaria 

 
Source: ERAWATCH 
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One can see that aside from bloc funding by the state the National Innovation Fund and 
the National Science Fund programmes constitute the core elements of the national 
policy mix. The overall contribution of these policy instruments to increase the volume 
of R&D expenditures is modest. However, in 2005/6 there is a significant step ahead 
toward attracting public attention/attention by policy makers, but still there is a lot to be 
done. With the creation of the National Innovation Fund attention towards private sector 
R&D has increased. This constitutes constitutes a shift in public R&D funding towards 
SMEs, although the amount of funding is still limited. 
Table 7 summarises the importance of R&D policy instruments according to the 
following criteria: 

a) overall contribution to increase private R&D expenditures 
b) impact on specific aspects of the NIS or R&D performers 
c) public attention/attention by policy makers 
d) volume of public funding involved 
e) beneficiary of a shift in public funding 

 
Table 7: Assessment of ‘importance’ of R&D policy instruments* 

 
Criteria Instruments Funding  

a b c d e 
State budget  Very important X X X X X 
National innovation fund EUR 3.58 Mio (2006 

Forecast) 
XX  X XX X 

National scientific fund EUR 2 Mio (2003) 
EUR 3 Mio (2004) 
EUR 6 Mio (2005) 

X X  XX X 

X = Relevant XX = very relevant 
* Existing now. 



 
 

Country review BU-published  

 

22 

 

8. Emergence of R&D policy mix 
The driving force in the emergence of the R&D policy mix in Bulgaria is the country’s 
EU accession. Research priorities set at EU level are closely followed in Bulgaria and 
national research policy documents are often designed to accommodate in the fullest 
possible way the guideline provided at EU level. The number of nationally specific 
instruments in place in Bulgaria is very limited and they have not enough potential to 
cover the gap between challenges, objectives and priorities. The limitation of the set of 
R&D policy instrument is defined by the Currency Board regulations, being in force 
since 1997. According to ERAWATCH In 2004 roughly 6% (EUR 6 million) of the 
total R&D expenditures in Bulgaria were financed from abroad with the main 
instruments being different EU programmes and in particular FP 6. Though it seems 
low in size, European funding has very high added value for Bulgarian research 
organisations as European funds directly and only support research projects. In reality 
EU research financing might actually be higher than the nationally provided support if 
only research projects and results are taken into consideration, excluding salaries and 
infrastructure support. 
It is expected that in 2007 Bulgaria will have access to EU structural funds, which could 
boost spending on research infrastructure and creation of intermediary organisations 
between business and research. The latter is expected to substantially increase the 
impact of the Bulgarian research system. 
An open coordination of national and EU objectives, priorities, and instruments is the 
main challenge for achievement of higher levels of R&D investments and their efficacy. 
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9. Governance of the policy mix 
The Bulgarian Science and Technology system comprises research performers and 
policy making entities of the government sector, the research sector, the higher 
education sector, the business sector and non-profit organisations. 
 

Figure 5: Main Actors of the Bulgarian STI System 
 

 
Source: Trendchart 
 
 
The main responsibilities for R&D policy making are concentrated in the Ministry of 
Education and Science. In particular the ministry coordinates the realization of national 
programmes and projects for scientific researches, is responsible for surveys and 
analyses of trends in R&D activities in the country and abroad. The ministry is also 
responsible for the elaboration and coordination of educational and R&D programmes 
and projects financed by foreign donors. Within the Ministry of Education and Science 
the main policy making and coordination body is the National Council for Scientific 
Research. It is presided over by the Minister of Education and Science and comprises of 
19 members, representatives of other ministries, employers’, scientists’ and universities’ 
umbrella organisations. The Council approves all major research-policy documents, 
including the National Strategy for Scientific Research, as well as funding priorities and 
programmes of the National Science Fund (Source ERAWATCH). 
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Next to the ministry of Education and Science, the Ministry of Economy and Energy 
also has responsibilities in fields related to research and innovation. The main functions 
and tasks of Minister of Economy are related to: 

1. The implementation of the state policy in the field of industry, trade and tourism 
and foreign economic cooperation and participation in the realization of the 
European integration policy;   

2. The participation in all stages of negotiation process with the EU and 
coordination of the activities under the sections "Free Movement of Goods", 
"Industrial policy", "Consumers Protection and Health", "SMEs". 

Within the framework of the implementation of the national economic policy the 
Minister of Economy is responsible for promotion of innovations and implementation of 
high tech and energy saving products and processes. The Ministry of Economy and 
Energy is responsible for the development of programs and instruments for the 
stimulation of the introduction of modern technologies, and high technologies in 
particular. 
The Ministry has established the National Council on Innovation, which unlike its 
counterpart at the Ministry of Education and Science has much less decision-making 
powers and serves only as an advisory body to the Minister of Economy and Energy 
(Source: ERAWATCH). 
The coordination between R&D policy instruments from outside the R&D domain 
could be improved. The effectivity of their function with respect of the policy mix 
development is not on the level needed. 
The Ministry of economy and energy and the Ministry of education and science are the 
bodies where the gap in the policy system can be addressed, but the coordination 
between them and other ministries, from where the innovation policy mix arrive also 
still needs to be improved. 
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10. Interactions between policy objectives and 
instruments 

So far, the policy instruments in place contribute to an increase of total R&D 
expenditures. Funding via the national fund for scientific research and the national 
innovation also change the structure of public R&D funding. However, until now 
R&D intensity did not increase which means that the recovery of the research system 
has a slower pace than economic recovery. 
The interactions between direct and indirect R&D policy instruments are modest as 
there are only a limited number of instruments at place. The measures do not have 
significant influence with respect to affect R&D expenditure. 
This statement is valid also for the interactions between financial R&D policy 
instruments (grants, tax credits etc.) and non-financial R&D measures (IPR, reform of 
public research, incentives for co-operation, infrastructure provision etc.) 
Instruments from other policy domains affected the R&D policy in Bulgaria. In 
particular, the Currency board introduced in 1997 led to the closure of 36 funds for 
supporting R&D in specific economic sectors. The financial stabilisation and the 
average 5% annual growth has developed good environment for increasing R&D 
expenditures, but until now there is also an insufficient foreign and domestic demand 
for domestically based R&D.  
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