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TSVETELINA PENKOVA,  
Member of the Group of the Progressive Alliance of Socialists and Democrats in the 
European Parliament 
 

Bulgaria is on the verge of a historical change. Bulgaria's accession to the ERM-II 
exchange rate mechanism and the banking union, as well as the subsequent adoption of the 
euro will have a serious impact on the Bulgarian society and economy.  

Bulgaria is part of the EU - one of the most advanced democratic communities in the world, 
especially in terms of economic development and quality of life.  Our membership in the euro 
area is the next logical step towards a stronger European integration and an opportunity to 
better participate in the decision-making processes. 

Apart from being just a logical step, Bulgaria's accession to the euro area is also a political 
commitment, made by our country when it joined the EU in 2007. In addition, although the 
accession treaty does not provide a specific period in which this should happen, the time has 
come. It is time to stop expecting Europe to resolve our internal problems and to take 
responsibility for the economic and civic well-being of our country. 

Therefore, this important step for Bulgaria should be preceded by an expert analysis of the 
opportunities and challenges of the euro adoption and by informing the public about the 
forthcoming short- and long-term changes. 

The "substitution" of the lev with the euro is not just a simple act of a price denomination.  
In practice, this is a rejection of the opportunities offered by the national currenc ies to pursue 
an active monetary policy. At the same time, the introduction of the euro brings certain 
advantages that no national currency is able to provide. 

The case about Bulgaria has always been a bit more specific.  Since the introduction of the 
currency board in 1997, Bulgaria has not had a completely independent monetary policy.  Our 
exchange rate is fixed against the euro and thus provides 100% coverage of our monetary 
base with the reserve currency. For more than 20 years, we have made our monetary policy 
dependent on the euro area. We must also have the opportunity to participate in its 
governance, and this can be achieved when Bulgaria joins the Eurozone.  

We should not perceive this process one-sidedly. The introduction of the euro will have 
effects on both the society and the Bulgarian economy. Thus, we will try to shed more light 
on both the opportunities and the challenges that Bulgaria will face on the way to the 
transition from the national to the European currency. 

First, I would like to point out the positive aspects of joining the euro area. 

✓ The adoption of the euro will eliminate the costs of currency exchange and transaction 
fees. This can save additional costs equivalent to around 0.5% of the Gross 
domestic product. 
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✓ There will be a possibility for a direct comparability of the prices of goods sold on the 
domestic market with those sold in other euro area countries.  This benefit both the 
consumers and producers and limits the possibility of speculation by raising the 
prices artificially of imported goods and services. 
 

✓ The adoption of the euro will inevitably lead to an increased investment activity and 
a greater integration of Bulgaria into the EU economy.  Our country's membership 
in the euro area creates conditions for a better and more accelerated economic 
development, which is the basis of reducing inequalities between member states, the so 
called cohesion policy. 
 

✓ The adoption of the euro will lead to an even stronger integration of our economy 
with the economies of the euro area countries. The economic policy of each Member 
State is primarily a national responsibility. At the same time, according to the 
Maastricht Treaty, these policies are "subject of common interest" and must be 
coordinated, as the economies of the EU Member States are closely linked and 
interdependent. It is of our best interest, that the Bulgarian economy would 
influence the stability of the EU economy, and vice versa. 

 

One of the main problems of the European economy at present is the productivity stagnation 
and the lack of innovation. Unfortunately, in Bulgaria cheap labor is still seen as an 
advantage and a way to attract foreign investment. This is actually a warning sign of a low 
productivity. Bulgaria's goal should not be to attract investments due to the low prices, but 
because of highly skilled labour force, experts, and innovations. 

The EU and Bulgaria must strive to maintain a stable and competitive economic environment 
in order to increase productivity. This can be achieved through the development of specialized 
economic hubs within the EU and coordinated policies in the EU on a national and regional 
level. "Targeted" stimulation of foreign investment in certain industries and sectors should 
be a priority for Bulgaria. We cannot continue to rely on money sent by the Bulgarians living 
abroad, which still represents the largest part of “foreign investment” capital.  

The adoption of the euro in Bulgaria will allow us to take advantage, in a more effective way, 
of the main European policies, that will trace the way for the future development of the EU.  

The Green Deal, for example, is the main framework that will define the upcoming industrial 
and social policy of the EU. The goal is to achieve a more sustainable and eco-friendly 
economy, which uses the advantages of digital technologies in order to secure a just transition, 
which guarantees a sustainable employment as a main priority. 

The fact that the European Commission is ready to take a common loan of EUR 750 Bn. is 
precisely aimed at the creation of a dedicated recovery fund for investments. The fund is 
intentionally named - Next Generation EU. Once we become a member of the Eurozone we 
will have the immediate opportunity to take advantage of the positive effects of these 
investments in the European economy, simply due to the fact that we will part of the more 
interdependent economies of the Eurozone countries. 
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Naturally, apart from these advantages, the adoption of the euro presents some challenges. I 
am convinced that our speakers will present some of the main risks that we might face.  

The topic of the euro adoption is periodically resurging in the Bulgarian public discourse. The 
assessment of the consequences of this process still remains unclear. Even among the 
economically active citizens, there are various myths and fears that the abandonment of the 
lev, as a national currency. Fears that this would lead to economic and financial turmoil. The 
global financial, economic, and social crisis of 2008 has further strengthened those 
expectations and raised fears that the euro is unstable and would not survive for long.  

Some argue that there was delay in the response of the European leaders but there was a proper 
and a well-thought one. They agreed on the need to create new institutions at the European 
level aimed at better and more adequate regulations in order to create mechanisms to 
support the countries in need: 

- The Banking Union guarantees the stability of European banks; 

- The Single Supervisory Mechanism monitors compliance with common criteria; 

- The European Stability Mechanism provides assistance to countries with debt problems 

However, these measures were not presented to the Bulgarian society in an accessible and 
sufficiently informative way. As a result, our citizens still fear the unknown after the adoption 
of the euro in Bulgaria. 

The goal that we must have, once we are in the preliminary mechanism, is not simply "to join 
the euro area", but "to join the euro area prepared". To be able to identify the risks and 
learn how to manage them. 

First of all, the Bulgaria's economy should be competitive and should reach the average euro 
area level of productivity. Second, we need to know the challenges in order to have a clear 
vision for the future of the euro area. 

What are the potential challenges that are perceived by our society in relation to the euro 
adoption? 

1. Loss of sovereignty: Upon joining the ERM II and the Banking Union, Bulgaria does 
not lose, but transfers part of the BNB's (Bulgaria National Bank) powers to the ECB, 
thus sharing its sovereignty in these areas, not losing it. 
 

2. Rising prices and inflation after the adoption of the euro :  Data in other member 
states that have adopted the euro, clearly shows that this risk is controllable. The risk 
includes the possible "rounding-up" of prices, which usually affects the cheaper goods 
that everyone consumes. Whether the prices would rise, which is one of the fears of the 
Bulgarians, depends on the so-called. "real convergence" – in terms of income, 
productivity and price levels. However, this "catching up" inevitably leads to a higher 
inflation. However, research on the subject shows an increase in prices after the 
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introduction of the euro from 0.2% to 0.3%. The highest estimate was in Italy - 0.6% 
price rise after joining the Eurozone. 

 

3. Asymmetric shocks: This is a major risk associated with Bulgaria’s accession to the 
euro area. Asymmetric shocks occur when an economy in a country, region or industry 
is distorted by an event. Many examples of lost benefits from the recent past can be 
given here. The ECB has taken unprecedented financial measures to combat the 
financial consequences of the coronavirus in order to stimulate economies - it has 
provided liquid support to the euro area banks in the amount of 3 trillion euros at 
negative interest rates (-0.75%). Countries such as Bulgaria, Croatia and Hungary had 
to rely solely on budgetary measures, as they are not part of the Eurozone. 

 

In order to be more concrete in our analysis, the Delegation of the Bulgarian Socialists in the 
European Parliament initiated a countrywide sociological survey, which shows how 
Bulgarian citizens assess the risks and benefits of adopting the euro. The survey was conducted 
by the sociological agency Trend1 in early September and has covered over 1,000 adult 
citizens. 

The data from the sociological survey defined the main problems on the road to euro adoption.  
This is the lack of information about the pros and cons of this process, as well as the lack 
of public debate regarding the forthcoming transition. 

• 67% of Bulgarians believe that the introduction of the euro will lead to a serious price 
increase;  

• 59% think that this will reduce their income;  
• 49% believe that after the adoption of the euro Bulgaria will change for the worse;  
• 46% of people do not agree that Bulgaria is obliged to join the euro area; 

 

Most of these considerations have already been discussed above as insolvent or manageable 
risks based on data from other countries that are already part of the euro area. 

Around 65% of people unite around the fact that that state institutions do not provide enough 
information about the consequences of adopting the euro. 

The results of the survey show that despite all the fears, 26% of respondents believe that the 
euro is the most stable currency, compared to the Bulgarian lev (17%), the Swiss franc (17%) 
and the US dollar (12%). This shows that there is still the potential to change the public opinion 
by explaining the benefits that the Eurozone will bring to Bulgaria. 

The main known fear is that the possible inflation will further reduce people's purchasing 
power. In the follow-up panels, we will hear the views of experts and people who can share 

 
1 The results of the whole survey can be seen on page 62. 
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the experience of other Member States on the road to joining the euro. At a macroeconomic 
level, rising inflation is not a phenomenon seen in countries that have adopted the euro in the 
recent years. However, we must keep in mind the possibility of speculations with the prices of 
the cheapest goods. Nevertheless, it is a matter of regulation, control and accessible 
information. 

The state, represented by its institutions, must shape the right regulations and launch a 
serious and active campaign in order to explain the benefits and debunk the myths of the 
average consumer. This is a standard practice carried out in the countries that have already 
joined the euro area. 

We have a clear verdict - lack of sufficient information, and we offer a clear solution - active 
actions by the institutions and a clear economic strategy for the development of Bulgaria 
with the new opportunities. 

Through a transparent and expert analysis of the data available, we can show that the higher 
credit rating, the reduction of interest rates on loans to households and businesses, the 
elimination of transaction fees and the higher security in  banking supervision, will have a 
positive effect on the Bulgarian citizens and the economy. 

Not all these factors should be seen as a guarantee for a financial and economic recovery, but 
rather as an opportunity for meaningful reforms. Reforms that ensure sustainable and 
long-term growth and benefit the well-being of Bulgarian citizens. All the analyses and 
next steps must be taken after careful assessment of the EU economic strategies for 
development and growth in the coming decades. 

I believe that it is time for Bulgaria to take its place at the table where key decisions are 
being taken in the Union. 

This is the beginning of the process of informing the Bulgarian society about Bulgaria's 
membership in the Eurozone. 
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ILIANA IOTOVA, 
Vice President of the Republic of Bulgaria 
 

Bulgaria’s membership in the Eurozone is not just another source for additional 
resources but above all it represents new responsibilities and opportunities.  

 

If we manage to steer the ship that is the Bulgarian economy through the vast sea of 
opportunities, but also through the responsibilities and  viable solutions, our membership in the 
Eurozone will be an indication for a membership in the core of the European Union. It will be 
a vote of confidence for our country and will deliver tangible perspectives. 

I am confident that through discussions with representatives from the academic sphere, as well 
as with scientific experts, we will be able to satisfy the growing need for more information, 
analyses and forecasts on the effects of our membership in the Eurozone. It is the lack of 
information and transparency in the negotiations, which is one of the most significant deficits 
on the way to our membership in the single currency area. Bulgaria has been negotiating for 
five years already, but the talks have remained locked in the cabinets of ministers and in the 
offices of our European partners, inaccessible to Bulgarian citizens. It is paradoxical that in our 
parliamentary republic the topic has not once been put up for wider public discussion. 

The result is obvious - only 43% of the Bulgarians trust the government and the national and 
regional authorities when talking about the introduction of the euro in the country. According 
to a 2020 survey, only 19% of Bulgarian citizens are in favour of jo ining the Eurozone, and 
those who want a referendum about it are c.54%. Another 31% cannot currently answer 
unequivocally whether this is good or not. Those 54% who want a referendum, want it more 
because through the referendum campaign they will get more information about the 
opportunities and challenges of our membership in the Eurozone. 

Making policies "in the dark" leads to scepticism, to drawing all sorts of conspiracy scenarios, 
to uncertainty. 

In just two months2, the Bulgarian government has radically changed its decision to apply for 
a membership. The first argument for not sending a letter immediately was that there was no 
public consensus on the issue. It remained a mystery what exactly changed in the span of a 
month and a half, so we found a consensus, the letter was sent and the position was changed 
with a 180 degrees turn. These decisions were again taken without the active participation of 
banks, business, the public and the political system as a whole. The conditions under which 
Bulgaria has been admitted to ERM II, what are the benefits, risks, whether additional 
commitments have been made, beyond the financial and the fulfilment of the Maastricht 
criteria, have remained wrapped in fog for the society. 

Should the same Maastricht criteria for a euro area membership be maintained, given that the 
year of their adoption was 1992? Are these criteria the most appropriate for the current 
situation? It is clear that each Member State, when joining the European Union, agrees to adopt 

 
2 The conference and the speech took place on the 16 th of October 2020 
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the common currency and this is clearly outlined in the treaties. There are no deadlines, 
however, which allow for a longer fluctuation in the timeframe. There is no 2, 3 or 5 year period 
for a given country to join the Eurozone. During all these years of negotiations, Bulgaria sought 
to meet the Maastricht criteria from the small and scarce available information. Recent reports 
by the European Commission and the European Central Bank have quite conflicting views on 
which exact criteria Bulgaria has managed to fulfil. 

Bulgaria was accepted in ERM II in a period of expected profound changes in the euro area - 
a separate budget, a mechanism for guaranteeing bank deposits at European level and new 
responsibilities for the Stabilization Mechanism to help euro area countries even more in the 
event of future financial crises. In the current crisis, these processes were stopped, but we do 
not know what Bulgaria’s position on those issues was. 

Bulgaria does not yet have a national programme for recovery and economic growth, 
which must be adopted by the Bulgarian Parliament and defended before the European 
Council in order to receive funds from the planned recovery and resilience fund worth 
750 billion euros. Bonds and the new market for them (mostly for green bonds) and the 
digitalization are the essential requirements for the formation of national plans by the European 
institutions and await the Bulgarian position and decisions. Again, there is no public discussion 
on those issues. Bulgaria has once again followed the line of least resistance. Each ministry is 
given one task - to provide priorities, which are then presented in the national program, which 
must be funded by the new European funds. We need to get used to the idea that our 
membership in ERM II is not a new source for additional funds that will be poured into the 
country, but above all it represents new responsibilities and opportunities.  

The pandemic and the Next Generation EU package have brought foreword the strategy for a 
common economy of the Eurozone countries. This is important because a competitive economy 
can only be achieved by linking a common monetary union and a well-coordinated economy. 
The EU, with the new programmes, proposed since May this year for post-crisis recovery, is 
taking a giant step in this direction for the first time, linking monetary union to the economy. 

A major problem is the delay in the adoption of the next multiannual budget of the European 
Union.3 

We be a real member of the Eurozone just because we have to "sign up there". This is not just 
an additional means from which Bulgaria will receive additional resources from the European 
funds. It is part of a much more complex financial economic policy that we must be prepared 
for. 

Let our membership in the euro area be fully realized. Let us develop a position on all issues 
related to the reform of the euro area and the current rules. Let us approach this opportunity as 
a country, an equal member of the European Union, and not as a country of the periphery, 
waiting for another benefit. A political element must not be allowed in these negotiations, as it 
is the case in our yet unrealised membership in the Schengen area. 

 

 
3 The conference and the speech took place on the 16 th of October 2020 
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PROF. DIMITAR DIMITROV, PhD., 
Provost of UNWE and Secretary General of the Council of Rectors of Higher Education 
Institutions in the Republic of Bulgaria 
 

In the last few months, there has been a serious development on the topic of the ERM II 
mechanism. Bulgaria is making a progress on the path towards the Eurozone. Therefore, the 
topic of this forum is extremely relevant and important. 

The effects on a country's economy when joining the euro area are many and sometimes hard 
to measure and foresee. But there are already many countries that are members of the Eurozone 
- Bulgaria can gain experience in the preparation process. 

The natural choice for hosting this conference is the University of National and World 
Economy (UNWE). Many people who have contributed to this topic have graduated or taught 
here. Today, UNWE employs many researchers with high expertise and enviable scientific and 
practical experience who professionally deal with the issues of the Eurozone and Bulgaria's 
membership in it. 

On the occasion of the 100th anniversary of UNWE, which we celebrated in 2020, in a special 
jubilee edition we presented prime ministers, ministers and senior representatives of the 
legislature - professors and graduates of our university. Out of the 16 Bulgarian finance 
ministers since 1989, 15 have graduated from the University of National and World Economy.  
Almost all Bulgarian National Bank governors, directors of many banks and most of the 
Parliamentary budget committee chairmen over the past 30 years are also our graduates.  

UNWE can be an authoritative host, active participant and an organizer of other conferences, 
discussions, round tables and forums related to Bulgaria's membership in the euro area. 
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NIKOLAY VASSILEV, 
Managing partner and executive director of Expat Capital and Minister of the state 
administration and administrative reform (2005-2009) 
 
Back in 2005, when Bulgaria signed the EU accession treaty, we thought Bulgaria would join the 
Eurozone in 2009. If not the Eurozone, then at least the ERM II. 15 years followed and somehow the 
country was going back and forth. Governments didn't consider joining the Eurozone as a priority.  

Now we see that no one in Bulgaria wants to leave the EU. And obviously, our country has benefited 
a lot from joining it. Incomes have more than tripled since we signed the accession treaty. But still 
the political support for joining the Eurozone is not stable. This is because we ask the wrong questions 
and we get the wrong answers.  

When people are asked if they want to join Eurozone and experience doubling in the prices, they 
would naturally say no. The euro vs. inflation debate has been going on around Europe for two 
decades. Every single conversation about the Eurozone for the last two decades, first in Western 
Europe and then in Eastern Europe, was about inflation. And yet, the data of 20 countries who have 
joined the Eurozone shows no price movements in the course of time due to the Eurozone. Moreover, 
countries which used to have high inflation before adopting the Euro, such as Italy and Greece, 
enjoyed two decades of the lowest inflation in their countries’ history. I think that inflation gets too 
much attention.  

The gains for countries like Croatia, Bulgaria and in the future maybe Hungary, the Czech Republic 
and Poland are much more. And about 50% of the benefits would be non -economic and non-
mathematical. They are related to the image and international prestige of the country. Do we want to 
be always the poorest, unfortunately the most corrupt, always the last, the most peripheral country in 
the EU or do we want to join the group of central, more important, first-class European countries? 
Do we want one day Romania and Northern Macedonia to vote for our accession to the Eurozone or 
do we prefer to vote for Poland and the Czech Republic’s joining the Eurozone? If Bulgaria becomes 
a first-class country, it would be sitting at the more important table and would be making the big 
decisions in Europe and not just reading about them in the media afterwards.  

The other 40% of the benefits refer to the banking sector. Indeed, in the 1990s Bulgaria allowed 
major hyperinflation to happen and around 17 banks disappeared afterwards. Since Bulgaria joined 
the Currency Board in 1997, the Bulgarian financial and currency system has been extremely stable. 
On the other hand, some of our neighbours to the South East or to the North East are experiencing 
big currency problems.  

Just 10% of the effects of joining the Eurozone are mathematical. These effects include higher growth 
in trade, investments and tourism. Inflation existed in all countries even before the EU, without 
having the Euro. The last decade has seen the lowest inflation probably in the recorded world 
economic history. Quite the opposite – most central banks try to cause inflation and cannot. They 
have doubled the money supply and still cannot induce inflation. Nowadays inflation is just a ghost 
that does not exist.  

Bulgaria is by far the cheapest country in Europe. Now many people are saying that Bulgaria does 
not want and does not need to be always the cheapest touristic destination with the lowest wages in 
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Europe. But escaping inflation of the local non-tradable goods means exactly that – low wages and 
low prices. Even before entering the Eurozone Bulgaria and Romania are becoming richer every 
year. Bulgarian wages have been increasing every year since the crisis in 1997. They continued with 
the increase even despite the crisis in 2009. They are also strongly increasing this year, regardless of 
the COVID-19 crisis. And they will continue to increase also after we join the Eurozone. And 
someday we will get closer to the Central European levels.  

My final comment is about the capital markets sector. Some industries have enjoyed a lot from our 
EU membership – industries such as agriculture, exports and imports, tourism. The capital markets 
sector, however, has not yet realized that the country has joined the European Union. This sector is 
much worse than it was 10 or 20 years ago. One of the reasons is that we are not members of the 
Eurozone. If one day we become a member of the Eurozone, then the West European stock 
exchanges, central depositories, ministries, etc. would have to consider us as a first-rate country. This 
would undoubtfully lead have positive effects on the capital markets sector in Bulgaria.  
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PAUL TANG, PhD., 
Member of the European Parliament, part of the Progressive Alliance of Socialists and 
Democrats in the European Parliament 
 

In the Netherlands, adopting the euro was debated a lot. 

It was interesting to see the polls, which showed serious public concerns. One of the main concerns 
was that accepting the euro would lead to a price increase. It is easy to see that Bulgaria is about to 
face the same concerns, as when happened the Netherlands was entering the Eurozone. What happens 
here is very similar to the discussion we had in the Netherlands, when the euro was introduced. That 
is partly public and partly psychological concern. You could call it a status-quo bias. People were 
used to the Dutch Guilder and then they got a new currency. 

When the euro was introduced, there was a fierce debate on the price increase. Indeed, people were 
scrutinizing prices very much. There were for some time dual prices - supermarkets were publishing 
the pricing both in the Dutch Guilders and in the new euro, and people would scrutinize the prices. 
Often that led to the so-called confirmation bias among public - active discussion convinced people 
that the price increased. 

This makes the public debate sometimes difficult, but you have to engage in a public debate. It's 
about gaining trust in the new currency. In the end, now look at the situation in the Netherlands. 
There are still some concerns in our society, and they are mainly found among the national populist 
- we have them in our country as well. But nobody discusses the Guilder anymore except those 
national populists. If you ask the Dutch, what do they like about the euro, they will tell you that they 
understand we are a trading nation and that we benefit very much from the European Union. They 
like that you can travel freely, that you could work and study wherever you want.  

The euro has been very popular in my country, although in the beginning, there was a debate on the 
possible price increase. The stupid thing was that in the Netherlands, it did lead to price increases in 
the beginning. But that was the sort of general economic mechanism. Germany after the unification 
has become less competitive and prices increased. Given that Germany is our main trading partner, 
the Netherlands had to follow. Consequently, we also saw price increases in the Netherlands. You 
could argue that the Netherlands entered the euro a bit undervalued and we saw a revaluation in the 
form of price increases later on. It's about trust and distrust, the discussion was on price increases, 
just as like it will be in Bulgaria.  

Another part of the ongoing public discussion is on the cooperation within Europe. In my country, 
there was a strong fear because we had huge public funds. The basic question was what will happen 
with our money. What will the Italians do with our money? So you see the difference between 
Northern and Southern Europe. That has to do with the situation of trust or distrust. And there is still 
a distrust among the Dutch public, when it comes to the European cooperation, even though we 
understand that the corporation is to the benefit of the Dutch nation and the Dutch economy.  

There is an influential policy paper, which I strongly disagreed with. And not because it argued for 
the introduction of the euro, but because the reasons it gave for doing so. The reason to introduce the 
euro was that you are more immune to financial shocks. That was very important in the mind of the 
Dutch policymakers. The conception behind the idea was that we will benefit from a backed-up 
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currency, that this will have positive impact on trade activities. It was also the acknowledgement that 
there will be real shocks and that the adaptation to the real shocks in terms of price and wage 
adjustments will be slow. The argument was that the financial shocks are more important than the 
shocks to the real economy. And the Dutch economy had to adapt to this and learn to adapt quicker 
than before. And in a sense we did. If you look for example at the Dollar- Euro exchange rate it has 
been relatively on par fluctuating.  

It is surprising how little, in its 20 years history, we have seen discussions on a euro breakup or 
country introducing back its own currency. We know that some factors lead to discussing this 
possibility, but it was nothing but a remote possibility. In that sense, the euro has been stable, and 
has protected us against financial shocks. Except, of course, the global financial crisis that lead to a 
debt crisis in Europe in 2008.  

So yes, we are still vulnerable, but in a very different way than before - it was not a speculative attack 
on the exchange. The speculative flows were more of a fraud after the euro was introduced.  We saw 
a lot of capital flowing from the North to the South, creating a boom in Southern Europe. The 
construction sector in Spain was really booming. You can still see the consequences of that.  

The financial instability hit strongly the Netherlands, Portugal, Spain, Italy, and most notably Greece. 
That's to keep in mind, because you have to learn the lessons from these countries.  

That was what happened in the Eurozone, and it was unfortunate. Germany after the reunification 
saw an increase in their wage cost and in the prices. It turned around in 2004. Then the labour costs 
and the prices went down. So there was a policy of wage moderation in Germany. And many 
countries couldn't follow that track. Then you see that the adjustment mechanism in the Eurozone is 
far from perfect. What you would like is that countries with a high surplus in its current account, 
most notably the Netherlands and Germany start spending, so that other countries can catch up. This 
mechanism is absent in the Eurozone. 

You see some countries having difficulties servicing their debt, most notably Italy. Indeed, the 
Netherlands is one of the main beneficiaries of the euro, together with Austria. But this changes over 
time. Greece, Portugal, Spain started good when the euro was introduced. Later on, it was the other 
way around because of the financial crisis. Italy never really benefited from the euro, because they 
were still in a situation where they saw wage and price increases that were not sustainable.  

If you look at the experience of Spain and Portugal, you need to have a stable financial sector. If you 
look at the situation in Greece, you need conscious budgetary policy. And if you look at the situation 
of Italy, you have to have a price and wage determination by employers and employees organizations 
that keep the country competitive.  

You need to take this experience and learn from that to make the best of the euro.  
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MIROSLAV CERAR, PhD., 
Prime Minister of Slovenia (2014 – 2018) 
 
It was definitely a good idea for Slovenia to join the Euro area. Slovenia was actually the first 
of all new EU member states, which entered the Eurozone. It happened on the 1st of January 
2007. Less than two months after we joined the European Union in 20 04, we joined the 
Exchange Rate Mechanism in order to show our commitment.  

It is not just about economy or finance, if you want to join the Euro area, it is also about politics. 
It is about our common European future. I am really convinced about this as a  citizen of the 
EU, because we have only two ways - either to integrate even more intensively and to become 
stronger European family, or we can disintegrate completely.  

I believe that disintegration is a very bad alternative for the EU countries and the Europe as a 
whole. It would mean a step back in time. And we do not need to go far back in our history to 
see what kind of problems and conflicts a disintegrated Europe can bring to us all. It is much 
better, safe and prosperous, to stay within, and strive for a strong, interdependent European 
Union. This is why Slovenia has adopted a foreign policy strategy а few years ago, in which 
we said that we would like to stay in the most integrated part of the EU, which also meant that 
we wanted to remain a constructive member of the Eurozone and the Schengen area.  

Not only from financial or economic, but also from political point of view, I believe that 
Bulgaria has chosen the right path. I think that its steps over the accession to the Eurozone are 
the right way. But of course, it has to meet the criteria, it has to fulfil the conditions and to be 
well prepared for the accession. And if so, Bulgaria definitely deserves the support from the 
EU and from the members of the present Eurozone group. But in order to get ready to join the 
Euro area, it has to prepare for this in a very inclusive and transparent way.  

Slovenian experience shows that the government should be very proactive and transparent, to 
inform the people very thoughtfully about all advantages and disadvantages of the Euro area, 
and it must also be inclusive. It was a multidisciplinary project, with many state and non-state 
stakeholders on board, and supported by a very strong information campaign. People learned a 
lot about this convergence process in advance. The prices of goods and services had to be 
displayed in both Slovenian Tolars and Euros from the 1st of March 2006. 10 months before 
the convergence and six months after we introduced compulsory dual pricing, which brought 
a lot of transparency and trust to the people.  

Slovenia was the first EU country to actually choose a so called “big bang scenario” for its 
changeover. We entered actually by adopting the Euro on the1st of January with cash entering 
on the same day. However, we allowed for some transitory period. All financial deposits, 
including financial assets in transaction accounts were automatically converted into Euro on 
the 1st of January, but there was the 14 days period of dual currency circulation, during which 
people could still make payments using Slovenian Tolar banknotes and coins as well as the 
Euro. This was very good for people because they felt they could adapt to the new situation 
gradually. I think this also contributed to the trust in the Euro. And trust is really a magic word 
here.  
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It was very important also that the fixed Еuro/Tolar exchange rate was determined on time. 
And when the Euro was finally introduced, the respective amounts in Slovenian currency, 
weren't allowed to be rounded up, as it was a common practice until then. The movement of 
prices were carefully observed some months before and some months after the adoption of the 
Euro. Of course, there were fears of inflation, but for Slovenia those fears did not materialize. 
There were of course some unusual price rises that were recorded in restaurants, cafes, etc. But 
the overall impact on prices was really marginal. Eurostat estimated the impact of the 
changeover on Slovenia’s consumer price inflation at around 0.3, while estimation by Slovenia 
leading institute for macroeconomic analysis put the figure at 0.24%. Moreover, the annual 
inflation rate actually fell in January 2007, to 2.8 from 3.0 in December 2006, and dropped 
again, to 2.3 in February 2007.  

According to the public opinion, about 95% of people thought that the changeover had been 
smooth and efficient. About 92% of the people were happy with the level of information they 
had received. Fewer, however, (56%) felt that price conversions had been fair. And only about 
38% of the people considered the rounding off of the new prices as fair.  

I think that the first and most important reason for the Slovenian success was the 
macroeconomic stability throughout the period. Second, the gradualist approach to economic 
reforms in the process of transition. The third one was the overall national agreement about the 
project. And, last but not there, the process was successful because it was multidisciplinary, 
inclusive and transparent, and well supported by information campaign. We can say that among 
the advantages after the convergence is that the functioning of the Slovenian economy has 
become easier. Payments and business transactions have become easier.  

Of course we lost a great part of our monetary sovereignty. But this is part of the game. Of 
course, there were some disadvantages, mostly seen in the time of the crisis. Asymmetric 
negative effects and other negative effects arose during the last financial crisis. We learned that 
even if the monetary policy at the level of the whole Eurozone was appropriate, it was more 
adapted to the needs of the core countries, and not in all aspects enough flexible and otherwise 
appropriate for Slovenia and some other peripheral or new countries. And this is a challenge 
which has to be faced in the future.  
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VEDRANA JELUŠIĆ KAŠIĆ, 
Partner in Financial Advisory services at Deloitte Touche Tohmtsu Limited 
 
There is a significant potential for Croatia to further modernize and improve its economy and 
certain challenges on its path to the Eurozone remain. Croatia has undertaken and started the 
implementation of its policy commitments especially in the area of anti-money laundering, 
production of statistics, public sector governance and reducing of the financial and 
administrative burden on enterprises.  Unfortunately, the history in our wider region shows, 
that we often needed an external push to advance with reforms. The convergence criteria might 
be that much needed stimulus.  

Low productivity in majority of the business sectors is one of the key challenges with the costs 
of employees in total revenues higher than in CEE peers across all sectors. The state owned 
enterprises (“SOEs”) have an important role in the Croatian economy with public assets 
representing an equivalent of the 80% of the GDP. The only country in the neighbouring region 
that has a higher share of the public assets is Bosnia and Herzegovina with 90% while the 
average for the CEE stands at 30% according to an earlier EBRD assessment. The Croatian 
SOEs are economically and financially less efficient than CEE peers. Despite the high value of 
SOE assets in Croatia, the SOEs’ revenues stand at only 15 % of GDP, below the levels for 
most comparator countries. The SOEs often need better corporate governance to improve their 
performance, especially in the area of strengthening human capital and attracting sector 
specialists with adequate experience and the mixture of skills.  

 

Adopting the Euro is an excellent opportunity for Croatian enterprises to expand their 
businesses cross-border. The country exercises 68% of its trade activity with the EU countries 
and about 54% of the Croatia’s tourism comes from people that use the Euro as a currency.  
Improving business environment is also a government priority in order to stimulate private 
sector to invest and attract FDIs. Following Croatia’s entry into the EU, the level of the FDIs 
has not increased at the rates expected as the business environment remained comp lex and 
consequently constrained entrance by the potential investors. Also, the institutional insolvency 
framework could be further improved in order to allow for a faster resolution. This will be 
important particularly now in the COVID-19 environment when many corporates and the 
financial institutions are struggling with the leverage and non-performing loans. Additionally, 
above 70% of the Croatia’s debt is denominated in Euro and 83% of total deposits are in foreign 
currency which makes Croatia vulnerable to the currency risk.   

 

Shortly, the advantages of Croatia's entry into the Eurozone are considered to outweigh the 
potential disadvantages. It is really up to us to pursue the much needed reforms in order to 
modernise our economy, be competitive and productive in order to benefit from larged EU 
market. Additionally, the common currency is expected to bring more stability to the trade 
dynamics as one of the important risks to the trade is exchange rate volatility. This all ties into 
the Euro adoption.   
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Finally, Croatia’s joining the ERM II, sends a positive signal of the EU’s ongoing commitment 
also to the countries of the Western Balkans and encourages further reforms domestically. It 
serves as an important demonstration that Eurozone is an attractive proposition to those who 
are not yet part of it. This is also an important step in terms of the political stability in the 
region.  
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Question No. 1: Silviya Kirova 

Are the issues related to the exchange rate and the potential price increase discussed in Croatia? 

 

Answer No. 1: Verdana Kasic 

In Croatia we have something that we refer to as the “managed flow” - the Central Bank allows 
the exchange rate to fluctuate in a certain range. This prevents instability. Another factor for 
maintaining the exchange rate stability is the size of the economy - Croatia is a small economy. 
It is not comparable to the Polish one, for instance. In terms of the impact on the price increases, 
we have a tax policy that allows support, management, and control over the prices. 

 

Question No. 2: Silvia Kirova 

The Kingdom of the Netherlands was among the biggest opponents against Bulgaria's entry 
into the Eurozone. What is the political position in the Netherlands? What is the position of the 
public? 

 

Answer No. 2: Paul Tang, PhD 

I cannot speak on behalf of the government and Dutch society, but I do not think that there will 
be a serious opposition against the accession of Bulgaria to the Eurozone. This is not a hot topic 
in our country. This topic becomes a discussion more when it comes to new EU members. And 
the topic is led more by the nationalists and the populists. There is a lack of trust in the outside 
world, but on the other hand the majority of the population is supportive and with a positive 
attitude towards a stronger EU integration. 

 

Question No. 3: Prof. Daniela Bobeva, PhD 

What do you think about the long-term effect, outside the political framework, given that 
Slovenia is diverging? 

 

Answer No. 3: Prof. Miroslav Cerar, PhD 

Before we entered the Eurozone, we had a very "overheating" economy. This happened 
between 2005 and 2008 in Slovenia. In my opinion, we made a mistake - in a time of 
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"overheating" economy, we pursued a pro-cyclical fiscal policy. It was exceedingly difficult to 
assess the effects of the adoption of the euro in all its complexity, as it was too soon after the 
shocks caused by the global financial and economic crisis. The crisis hit us only a year later, 
and the society had a real confidence in the euro during that period. But when the crisis was 
felt in Slovenia, the situation worsened not only because of the Eurozone's monetary policy, 
but also because of the European Central Bank's policies and the imposed restrictive measures. 
The effects of stagnation were felt even more strongly than in the countries at the core of the 
Eurogroup. The crisis in Slovenia was very deep - from 2009 to 2014. This was our mistake as 
we were pursuing a relatively wrong fiscal policy and we were completely unprepared for the 
crisis.  
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Ch. Assistant Professor Silvia Kirova, PhD 

Bulgaria and Croatia are among the poorest EU member states. At the same time, countries 
such as the Czech Republic and Poland, which are much more developed, are reluctant to join 
the Eurozone. Bulgaria and Croatia have a fixed exchange rate. Other countries have floating 
exchange rates, which helps them cope better with crises and shocks. The question is not 
whether we should be in the Eurozone. The question is, what do we need to do to make our 
membership fruitful? Because even if we join the Eurozone, there is a danger that we will 
remain the poorest country. 

 

Nikolay Vasilev 

The Bulgarian economy is relatively small, but we can contribute to stability in the euro area, 
as we do not have a financial crisis. Now, Bulgaria is probably the only country that has a 
budget surplus for this year4 to date.  We are currently either the third or the second country 
with the lowest debt-to-GDP ratio. Currently Bulgaria is one of the few countries in Europe 
that meets the Maastricht criteria. 

 

Prof. Daniela Bobeva, PhD 

There are countries that are failing in the Eurozone. There are others that prosper in it. And this 
has nothing to do with the euro. It is about the structural policies we pursue. We often 
overestimate the problem. It is easy to say, “the mistake is in the euro”. But this is not the case, 
the mistake cannot be in the “euro”, but in the monetary policy pursued or in the economic 
development strategy followed. 

 

Paul Lang, PhD 

Indeed, countries can "make mistakes" on their own, without affecting the euro. However, it 
should not be underestimated that the currency has an impact as well. It makes sense for 
countries like Bulgaria and Croatia to become part of the common market so that they can 
integrate more and take advantage of the opportunities provided by the open trading 
relationships. The euro has an impact on the real economy, supports the business and 
contributes to an economic growth and higher wages. 

  

 
4 The conference and the speech took place on the 16th of October 2020 
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TATYANA HUBENOVA – DELISIKOVA, PhD., 
Member of the Economic Research Institute for the Bulgarian Academy of Science, 
International Economy Division 
 
The goal here is to comment on what Bulgaria would face during the preparation to enter the 
Eurozone. 

In the context of an ongoing global pandemic crisis and a slowdown of the economic growth, 
the Bulgarian transition towards the Euro requires responsible action in choosing the proper 
mixture of policies to enter in the Eurozone.  

The most important challenges are that the current crisis requires a change in the midterm 
priorities of the budget policies and limits the possible governing maneuverability in the future. 
This is caused by the deterioration of the internal and the external conditions for an economic 
growth, the decline of the employment and the exacerbation of other socio -economic issues 
that concern the income and the inequality situation. The tendencies of the current crisis in the 
EU and in the Eurozone outline that the recovery can be expected no earlier than 2022. This 
will negatively impact the Bulgarian economy, which is strongly dependent on the openness 
towards the other European countries.  

During the systemic and healthcare crisis and the ongoing economic decline, the importance of 
the synergy between the policies that Bulgaria will have to conduct to enter ERM II, inevitably 
increases. The Action plan, with measures to address the ERM II post-commitments of the 
Republic of Bulgaria and other relevant policies, is underway. With the Upda ted Midterm 
Budgetary Forecast for the period 2021 – 2023, our country confirms that the choice of 
budgetary policy will have to be in line with maintenance of the macroeconomic and fiscal 
stability in the context of the negative risks that concern the economic growth and the growing 
political uncertainty.  

In the next three-year period, the crisis is going to be a challenge for the sustainability of public 
finances due to the necessary increase and restructuring of public social expenses in the context 
of lower revenues and a fiscal relaxation. The temporary shift in the midterm budget goals and 
the approval of fiscal incentives are inevitable. Those incentives that fund investment-related 
expenditures along with the sought-after multiplier effect on growth try to support the labour 
market and to soften the negative crisis’ effects for businesses and households during the 
emergency situation, which is worsened by the “second wave” of the pandemic.  Bulgaria must 
act with solidarity and in accordance with the shared and common EU policies to achieve 
recovery via measures and programmes, provided by the national budget, as well as by the EU 
funds, programmes, and mechanisms. Bulgaria also must achieve compliance with the 
requirements with the monetary and financial order of the Eurozone.  

Due to the pandemic crisis the problems for the real convergence and for the income rates 
become key factor during the current crisis conditions. Income rates inevitably got worse 
during COVID-19 but the public resources need to combat the consequences of the crisis, the 
inequalities and the social risks. They also need to support the recovery of the industry and the 
employment to the pre-crisis rates, which is expected to happen around 2023. This will surely 
worsen the national budgetary deficits and will increase the states’ debt levels, not only for the 
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Eurozone countries, but for Bulgaria and other EU member states in general. The increase in 
the unemployment rate is a significant obstacle for the policy makers in all EU member states. 
A delayed ending of the crisis is expected around 2022 due to its global characteristics and the 
symmetric negative consequences for all sides.  

In such unusual pandemic situation, the European Commission activated a general derogation 
clause from the Stability and Growth Pact, which allows member states to undertake measures 
to combat the spread of the virus while temporarily diverging from the midterm budget goals. 
Bulgaria realised the opportunity to conduct flexible budgetary policy, while the expenditures 
that are directly involved with overcoming the consequences of the pandemic are excluded 
during the assessment of the compliance of the rules and regulations of the EU. The Public 
Finance Act presented the opportunity for the parameters of the deficit indicators and the 
maximum expenditures of the Consolidated Financial Program to surpass the limitations that 
occurred because of extraordinary circumstances within the meaning of the European Legal 
Framework. 

During the next three-year period (2021 – 2023), while preparing to adopt the Euro, it is 
expected that the amount of the government debt will depend on the main goals of the fiscal 
policy, the budget balance, the development prospects of the main macroeconomic indicators, 
the situation with the ongoing pandemic in the country and on a global level.  

The prognosis right now presents us with a negative budget balance during every single year 
that is being discussed. This means that in the period 2021 - 2023 the need for a resource 
gathering from debt sources will increase. Considering these expectations, the next three years 
will mark a continued increase in the growing rate of the government debt, in nominal terms 
and based on the GDP, between 27.5 % during 2021 and up to 29.4% in the end of 2023. 
Regardless of the bad estimates of the value of the consolidated gross debt relating to the GDB, 
they remain far below the allowed reference rate of the Maastricht criteria for convergence of 
60%. This will guarantee the steady level of state debt for Bulgaria, allowing the country to 
maintain its leading position between all 27 member states with regards to the low debt burden.   

Concerning the Eurozone criteria that regulates the inflation rate our country covers the 
requirements and it is not held under pressure by larger inflation expectations. The annual 
inflation (HICP) [in % compared to the previous year] is expected to drop to 1.4% for 2020, 
2.1% for 2021 and 2.6% for 2022. In 2023 the level will reach that of 2019 /2.5% /. In the first 
half of 2020 the HICP inflation is receding monthly on an annual basis. During the month of 
August, it is 0.6% in comparison to the end of 2019 when it was 3.1%. Nevertheless, deflation 
is not expected.  

The main reason for the inflation processes slowing down in  the country is the drop in the 
prices of the energy goods caused by the international price reduction of oil and gas, while the 
price dynamic of the foods products was diverging and the price of food producers for the 
internal market during the month of August 2020 increased by 4% on an annual base. The 
achieved degree of convergence with the inflation rates in the Eurozone gives rise to 
expectation of midterm slowdown of inflation to low rates, which if other equal conditions are 
met can lead to a salary and an income increase.  
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But the current economic environment of the lower inflation and the low interest rates increases 
the fears that there may be an income loss regarding savings, specifically fears that concern 
risks when talking about financing the real economy. This poses the question concerning the 
connection between the inflation and the real economy in terms of low interest rates in a 
different light. The low inflation slows down the necessary correction processes of the relative 
wages and prices. The results indicate that wages do not change and there are higher levels of 
an unemployment and a low economic growth. This remains a problem not only for the 
members of the Eurozone but for countries like Bulgaria, who are in the process of preparing 
to enter it.   

The Euro was adopted during a relatively high inflation in the world and in the European Union, 
but at the end of the 90s based on its monetary policy the European Central Bank established 
confidence in the markets and by using its strategy against a remarkably high inflation rate 
managed to successfully limit inflation expectations.  Since 2003 ECB achieves, as a goal of 
the monetary policy, price stability with an annual inflation rate of “bellow 2%”, while also 
striving to achieve an inflation rate of “bellow, but close to 2%”. The annual inflation rate of 
the Eurozone is around 2,3% from 1999 to the eve of the Global Financial Crisis of August 
2008. Since then, up until the end of 2019 it has reached only 1,2 %. 

The task of the European Central Bank is to sustain a stable currency value for a medium- and 
long-term schedule. The goal of the ECB is to keep inflation in the Eurozone to less than 2%. 
Therefore, the ECB must prevent too high as well as too low inflation and even deflation. Right 
now, expectation for developing а new strategy of the ECB for a common monetary policy and 
achieving the goal of price stability are justified in the context of the economic challenges and 
economic recovery of Europe.  

Although there are no reasons to expect increase in inflation rates for Bulgaria, if there are any 
risks, then they might be closer to structural inflation in terms of slowing down the increase of 
labour productivity. In any case the structural factors can cause a sustainable negative influence 
on inflation rates only if they permanently impact the inflation expectations. Therefore, the 
structural inflation needs complementary policies to overcome it. The Euro can decrease the 
transactional expenses and can improve the monetary transmission. The introduction of the 
Euro with all its functions as a common currency that replaces the Bulgarian lev cannot by 
itself be the cause for an inflation. By its nature money are only a “veil” above the socio -
economic relations and have specific features and structural problems for every country. So, 
for the households, businesses and the society the important thing is that they are able to 
understand better the characteristics of the inflation and its regulation within the Eurozone. For 
Bulgaria the processes for a better public awareness for adopting the Euro and the 
implementation of the policies that would help us adapt to the Eurozone are yet to come.  
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IVAYLO KALFIN, 
Deputy Prime Minister and Minister for Labour and Social Policy (2014-2016) 
 
Bulgaria should not prepare for a membership in the euro area, by relying to be accepted solely 
on the basis of the Maastricht Treaty criteria. The euro was introduced as a political solution 
aimed at deepening the EU integration. However, its infrastructure is being built afterwards, 
mainly in response to crises that have called into question the stability, even the existence, of 
the single currency. The transition is from a political solution towards a sustainable system of 
rules and institutions to ensure the stability of the euro and, accordingly the economies of the 
euro area. The European Central Bank has intervened in the fiscal policy by providing liquidity 
to public budgets in countries with difficulties. This is not a typical role for a central bank, but 
intervention was necessary to contain the economic crisis.  

The Banking Union was established to ensure the stability of the banking sector. Member states 
have also created the European semester, which is one of  the steps to gradually transfer 
decisions of fiscal policy from national to above-national level. With the creation of a powerful 
new instrument to help tackle the crisis caused by the COVID-19 pandemic – the Recovery 
Fund, the European Commission has become a huge issuer of debt, which is then use to support 
with loans or grants the national public needs. A similar approach exists in the unemployment 
reduction tool - SURE. The trend is clear – filling the regulatory deficit and creating an 
institutional and legal environment in which the common currency can be maintained. All this 
implies moving many more fiscal policy decisions from national to supranational level.  

The governance and legal architecture that support the common currency have changed 
dramatically since its creation by the Maastricht Treaty.  It is no longer realistic to respect only 
the criteria of the 1992 treaty when the euro area is expanded. Politically, it sounds very good 
to ask for equality, only the economic reason is different. The euro area is also changing at the 
moment. The European economy is facing one of the biggest shock since the creation of EU. 
Membership in the euro area can bring many advantages to the economy, but it certainly 
implies a waiver of fiscal freedom at national level and its transfer to a euro area or European 
Union level. If this is not realised and accepted even before membership, there is a risk that the 
departure of important fiscal decisions from voters will stimulate inappropriate and 
unenlightened anti - EU sentiment. 

What would be the effect in Bulgaria of supranational fiscal decisions? Bulgaria is one of the 
countries with the lowest redistribution of national income in the budget. The government 
maintains the level at about 36%. That's been the case for the last 10 years. We have a lower 
gross domestic product and a lower redistribution. And we expect public services to be at the 
level of those countries that allocate on a higher basis a higher share. This can't happen in 
practice. And therefore, it is easy for future governors to justify the fiscal rules of the euro area. 
They're not going to be right.  

The right policy for public services to be at a level that does not imply emigration to the EU is 
that the distribution is higher, while efforts are being made to catch-up with the European 
average. This is possible – Romania already reaches Greece by GDP per capita, adjusted for 
purchasing power, and the Czech Republic reaches Spain and Portugal. Of course, here we 
exclude the influence of corruption and inefficient spending. Fiscal policy constraints in the 
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euro area should not be an obstacle to the development of clear economic objectives supported 
by the relevant public budget at national level. As well as taking appropriate responsibility.  

Bulgaria faces two options. The first one is to perceive the exchange rate mechanism as some 
call it - a "waiting room", where nothing should be done. The continuation of previous passive 
policies where Bulgaria very slowly approaches the average European levels of income and 
productivity, being positioned in the last place of all stats and keep bearing the adversity of a 
weak economy, which must abide by fiscal and monetary rules made for others. This will 
further aggravate the demographic crisis and reduce the possibility for a rapid digital-based 
development. This approach implies future damage from the adoption of the euro.  

The second option is for the policy to take a more active position, focusing on the two factors 
that will drastically change the labour market and the entire economic environment in the next 
15-20 years. These two factors are technology and demography. Their proper use can speed up 
the process of "catching-up" with the other European countries. In the public debate on 
Bulgaria's preparations for an entry into the euro area, an equation must be solved - how to stop 
negative trends due to demography and at the same time take advantage of the new technologies 
to accelerate the economic growth and to increase the income.  

The answer to this task can be sought through two public services – education and healthcare. 
The development of innovation will be accelerated not by financing individual projects, but by 
preparing enough people with innovative thinking who remain in the country and create a 
stimulating ecosystem. Quality and modern education and healthcare will reverse negative 
demographic trends and accelerate economic growth. 

Maastricht's nominal criteria should not be the only landmark in Bulgaria's preparations for the 
euro area membership. The objective must be accelerated convergence – convergence of 
productivity and income, without allowing the increase of internal regional and economic 
inequalities. This is a goal that Bulgaria must pursue from now on with an active economic 
policy. The closer the country is to these goals, the more useful its membership in the euro area 
will be. 
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DANIELA BOBEVA, PhD., 
Member of the Economic Research Institute at Bulgarian Academy of Science and 
Deputy Prime Minister of Republic of Bulgaria (2013 – 2014) 
 
The Bulgarian attempts to become a part of the Eurozone date back even prior the accession of 
the country in the European Union. Accepting that the Bulgarian currency board fulfils the 
requirements of the exchange rate mechanism was a main priority during the negotiations. 
Unfortunately, the Bulgarian position on the matter was not accepted.  

When one speaks about ERM II, the most common mistake is to make a statement that “the 
country has entered the exchange rate mechanism”. Bulgaria did not enter the mechanism, the 
currency – the Bulgarian lev entered the exchange rate mechanism. This is a fundamental issue 
of upmost priority, because entering the mechanism is a monetary policy and it shall not be 
treated as a political process. And yet, during the past recent years it has become even more 
political.  

The major problem related to the Bulgarian accession to the Eurozone is not about the 
Bulgarian citizens not willing to accept the Euro or not being informed about the common EU 
currency. It lays within the fact that there is a lack of institutional understanding what is the 
Eurozone and within the fact that this process is perceived as a one-off act. However, it is not 
a one-off act – it is a process. The Eurozone changes, the economics within it change, the 
environment, in which it functions, changes. And yes, the Eurozone showed successes as well 
as failures.  

The problem is that we do not have a clear vision on what we expect from entering in the 
Eurozone, what our goal is and what we are willing to achieve. And last but not least what 
can we actually achieve through it. We continuously remain with expectations for something 
to happen (by the way this was the situation during our EU accession as well). The apotheosis 
of this waiting leads to the widespread usage of the term „waiting room“ when we refer to the 
ERM II. First of all, if we wait instead of taking advantage of our membership, we will join the 
loosing team.  Secondly – there are no “automatic” benefits from being part of the Eurozone. 
If we know what we want to achieve and how being part of the Eurozone will help us on the 
way there, then it will become clear when would be the best time to join the Eurozone.  

Bulgaria converges. Our GDP per capita has increased with 10 % since we became part of the 
EU – the tendency of getting closer to the average levels for the EU is a fact, however, this 
happens slower that it should. 

Despite the constant search for similarities with other countries from the Eurozone and the 
willingness to gain knowledge from their currency shift, one shall take in consideration that 
Bulgaria is different. The first difference lays within the fact that we have the stability of the 
fixed exchange rate. The second is that Bulgaria has no monetary sovereignty and no  
sovereignty of its banking sector. Bulgaria gave away its sovereignty by accepting the Currency 
Board, it surrendered its competency to define the exchange rate and to define the stability of 
its banking and financial systems.  

The fixed exchange rate has certain benefits. It is indeed possible for the Bulgarian economy 
to thrive and to evolve without a monetary policy. The Bulgarian economy copes well with the 
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crises and the external shocks. The problem lays within the lack of structural policy. It is not 
so important to spend the money but to be clear on how and what for the expenditure is made. 
In such a situation it is an illusion that through the adoption of the Euro, all of a sudden, 
Bulgaria will make a substantial economical increase. 

Will the inflation increase? 

The disadvantage to answering this question is that in order to answer it, one usually makes an 
assessment only on a macroeconomic level. However, a further more detailed analysis, that 
shapes the conclusion in terms of industries, pricing of goods and services and geographical 
regions shall be made on a microeconomic level. The prices of the everyday goods will, without 
any doubt, increase. Those goods that are bought most often and those that are bought by the 
poorest part of the society. Admittedly the biggest dynamics will be observed in the food 
industry. But we are witnessing these price increases even without adopting the Euro. The most 
sensitive segments with respect to the inflation would be observed exactly in these prices.  

Will the salaries decrease?  The salaries follow the labour market and during the last couple of 
years we are observing a very clear tendency of salary increase. The salaries are increasing 
sustainably, regardless of whether we have adopted the Euro or not. Estonia, Lithuania and 
Latvia are clear examples that both before and after the adoption of the Euro, the salary increase 
is sustainable. One shall note that the salaries converge slower that the prices of the goods.  

In the end of the day what will be the result from the adoption of the Euro depends solely on 
Bulgaria. Depend on that, up to what extend we will succeed to gain advantage from being part 
of the Eurozone through creation and implementation of serious structural policies. The 
Eurozone is a chance, an opportunity, which will be beneficial only in case serious structural 
policies are created and followed. If not – we will witness a failure, just as many other countries 
in the Eurozone did. 

  



49 
 

  



50 
 



51 
 

ATANAS PEKANOV, 
Economist at WIFO - Austrian Institute of Economic Research and Member of the 
Strategic Council to the President of the Republic of Bulgaria  
 

We are facing an unprecedented economic crisis. There has been no such an economic shock 
since the World War II. The Eurozone has had an “unfinished” structure for years. Mario 
Draghi, on July 26, 2012, uses a metaphor - "the euro is like a bumblebee". It should not fly, 
according to the laws of nature, it should not work, but it still works. One of the main aspects 
of this unfinished structure was the inability to share shocks in an economic recessions. So far, 
only monetary policy has played a major role in making this happen.  

In times of extremely low interest rates, monetary policy can act as a safeguard against market 
shocks and prevent these "self -fulfilling crises" when investors lose confidence and start 
attacking government bonds. The best example of this is the European Central Bank, which in 
the evening of the 18 of March 2020, in the middle of the most dif ficult lockdown situation, 
announced an action programme and reduced the interest rates for states in the euro area, 
starting as of the next day. Such actions stabilised the euro area to some extent, but not enough 
because they did not have a sufficient stimulus effect.  

The talks in recent months led to the conclusion that what has been missing for a long time is 
a single fiscal pillar for the Eurozone. Moreover, the so-called "Next Generation EU" was 
adopted. This part of the multiannual financial framework will ensure that the fiscal policy 
would be active in next year and would supports the economy, especially in the view of a high 
uncertainty - whether citizens and companies will have jobs next year, whether there will be a 
contraction in private investment and a contraction in private consumption. At the same time, 
monetary policy is already at zero interest rates and there are no more mechanisms to support 
the economy. Therefore, a consensus was found for the use of an active policy - an active fiscal 
policy will be the main macroeconomic impetus in the coming years.  

Every monetary union requires some form of a risk sharing. The euro area will have the 
opportunity to recover on the basis of this macroeconomic instrument. It consists of the so -
called Recovery and Resilience Facility, amounting to € 750 billion, distributed among 
Member States in the form of loans and grants. Here, however, the key question is how to make 
the most out of them. This is the first aspect that the government needs to communicate much 
more clearly and much more openly - what does it intend to do in order to have public 
confidence that these funds would be used in appropriate ways.  

There is already good communication from the European Commission on how national plans 
for these loans and grants should be developed and presented in the coming month.  
Unfortunately, there is widespread public distrust as to whether our government can handle 
this task. What is needed is not only to reduce the shocks this year through an active fiscal 
policy, but also to carry on this an active fiscal policy in the upcoming years. A sharp reduction 
in the deficits is not the best approach in a situation of a great uncertainty and a reduced 
economic activity. We need to be realistic and think about what the Euro will mean for Bulgaria 
and how to make the best use of it. 
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Much of both, benefits and inconveniences, of Bulgaria's potential participation in the 
Eurozone after two decades of participation in a currency board have already been assimilated. 
We should not be hysterical about losing our sovereignty, nor should we hope that this will 
lead to an incredible boom. Bulgaria's economic development will rely mostly on the correct 
economic policy and the implementation of important reforms.  

The main positive argument is the enhanced control and monitoring of the banking system 
through the Single Supervisory Mechanism. This may result in credit rating upgrade, but not 
automatically. It all depends on how Bulgaria conducts its policy. There will be no direct 
upgrade of the credit rating just because the country joins the Eurozone. There will also be no 
direct reduction in interest rates.  

Reputational and political effects are very important. The question whether this will affect the 
well-being of the people and the population or only the well-being of those in power at the 
moment remains. Last but not least, is the positive effect of reducing transaction and exchange 
fees, which will save additional costs.  

Among the negatives are the expenditures due in the European Stability Mechanism, 
representing a contribution by Bulgaria of 2% of GDP. This contribution will hamper the 
budget in the coming years and it should be borne in mind that these funds will be at the cost 
of resources from another ceiling of the budget. Indeed, the adoption of the Euro means a 
definitive removal of the national currency, but as a member of a currency board for 20 years, 
this should not be a major concern for Bulgaria.  

The increased risk of inflation also should not be a major concern. Empirical research shows 
that this is just a perception. People form their expectations, as well as their understandings, on 
the basis of some "nominal illusion" - for example, on the basis of a constant rise in prices for 
goods for daily consumption. This leads to the idea of very high inflation, but in fact these 
goods make up a very small part of their consumer basket. After all, high inflation is not really 
documented in the countries that have already joined the Eurozone.  

It is crucial to come up with a campaign that inspires trust in people - they need to be informed 
properly. It is also important to put forward a detailed plan for the transition period and 
guarantees for a measured rise in prices. Bulgaria needs to focus especially on the vulnerable 
groups - seniors, people leaving in rural areas, etc. That is where the fears are greatest. There 
is also a great risk of people being cheated through practices that do not meet market principles.  

One way or another, many of the positive effects of the Single Market have already taken place, 
with the accession to the European Union. Subsequent entry into the Eurozone may not bring 
any additional trade effects, and therefore would not increase economic growth substantially. 
It is important to be realistic. The Euro has been and remains a net positive for Bulgaria, but 
this is not a lottery win. This is yet another factor that will help for a better development of 
Bulgaria in the coming years.  
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Question No. 1: Rumen Galabinov 

What would be the impact on the direct investments when Bulgarian joins the Eurozone? If we 
are moving towards a common fiscal union in the European Union, what is your vision for a 
common tax policy, in particular for income taxes and direct taxes? 

 

Answer No. 1: Prof. Daniela Bobeva, PhD 

In the field of attracting direct and foreign investment, I believe that joining the euro area will 
not matter until we address the problems and obstacles that foreign investors still face today. 
Bulgaria ranks 63rd or 67th in a preferred investment destination. We are getting worse in this 
regard. According to the European Commission and the European Central Bank, we have the 
highest level of corruption and the lowest efficiency of the institutions. Effective measures to 
remove these barriers that deter foreign investors are important. Those foreign investors with 
larger projects with high added value that would really be good for the economy. It is about 
time that we stop evaluating the foreign investments as a balance, as flows and vo lumes, but 
rather as a quality. In my opinion, there are enough administrative tools, that do not require 
significant financing but could attract significant and large investments. 

As for the tax system - yes, it is one of the big risks. The current tax system is in line with our 
tax culture. That is, not to have differentiated rates. Otherwise, at this level of the tax 
administration, everything will be “distorted into corruption”. Unfortunately, at this stage, part 
of Bulgaria's competitiveness is the low tax rates on direct taxes. 

 

Question No. 2: Prof. Panayot Panayotov 

What will happen with the pension system once we enter the Eurozone? 

 

Answer No. 2: Ivailo Kalfin 

The pension system should not be “afraid” of the euro area. It must be “afraid” of what is being 
done this year and what is planned for next year5. It is much more destructive for the entire 
pension system because it loses all logic due to the current populist policies. It is particularly 
important that we do not perceive the entry into the euro area as we perceive the entry into the 
European Union – as a matter of national pride. That was the attitude when we simply joined 
the European Union and then we were surprised that this single act of joining the European 
Union did not raise our income, salaries, lifestyle. We must not simply enter the Eurozone but 
enter the Eurozone prepared. And here the question already arises, what does it mean to be 
prepared? Whether we will be able to prepare in 2 or 3 years - I have some doubts. But the first 

 
5 The conference and the speech took place on the 16th of October 2020 
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action that is most important is to build a plan. I very much hope that this will happen before 
the next populist voices are heard: “let's hold a referendum.” Referendum for what? Where is 
the debate, where are the people who understand these things and what exactly do we ask the 
people with such ideas? Let us continue with the active debates so that we can inform the public 
and reach the right decisions. 
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Georgi Ganev, PhD 

The sovereignty of Bulgaria under the Constitution is defined as all of the Bulgarian citizens. 
When the Bulgarian citizens tell their “employees” from the Council of Ministers or the 
National Assembly or the BNB – “you will make the monetary regime in Bulgaria as we tell 
you, namely the decisions will be made in Frankfurt, you will not make decisions” - this it is 
not a loss of sovereignty. 

Bulgaria's entry into the euro area increases the role of the Bulgarian National Bank in 
determining the monetary environment in Bulgaria compared to the conditions of a currency 
board. The Bulgarian National Bank will be able to vote on the interest rate. It will not be the 
most influential voice, but now it cannot vote at all. The Bulgarian National Bank cannot lend 
to banks, as well. When we enter the Eurozone, it will be possible to get bank  loans and buy 
assets. The competence of the Bulgarian National Bank will increase significantly - it will not 
decrease compared to the current regime. That is a fact, it is not a matter of opinion here. The 
sovereignty of the National Bank over the Bulgarian monetary policy will increase. Yes, it will 
not supervise a specific number of banks that will be supervised by Frankfurt, but it will “sit at 
the table” where key decisions are made - in Frankfurt. 

 

Prof. D.Sc. (Econ.) Rumen Gechev 

With our accession to the Banking Union, the prospect of joining the euro area has opened. As 
it is well known, this would have both positive and negative effects and challenges. The first 
criterion to consider when assessing the expected effects is the ability to maintain h igh 
economic growth. According to Eurostat data, euro area countries have had very low growth 
of about 1% - 1.5%, over the last 10-15 years. The most important expectation, when a currency 
area is formed, is that GDP growth will be higher than the other countries outside the euro area, 
which have the same level of economic development. It is obvious that membership in the euro 
area does not guarantee and does not automatically lead to a “dynamization” of the production 
of goods and services. Since the creation of the euro area, some of the highly developed 
European market economies outside the area have shown the same and even higher economic 
growth, meeting the quality criteria. 

The second criterion is competitiveness. Compared to the rankings of Eurostat, Trading 
Economics and the UN, it is clear that in the top ten countries, only the Netherlands (4th place) 
is the from the euro area. The Germans are on 7th place, but the next - 8th, 9th and 10th are 
Sweden, Great Britain and Denmark. All three countries are not part of the Eurozone. All other 
Eurozone countries are in lower positions in the rankings. The facts show that even highly 
developed market economies outside the euro area can maintain higher growth and achieve 
higher competitiveness. Some of them categorically state that they do not intend to join the 
Eurozone, or at least not in the near future. Moreover, years ago, Great Britain stepped in for a 
while and hurried out of the Eurozone's “waiting room” after losing more than a billion pounds 
from speculative attacks by George Soros while trying to maintain a stable exchange rate. And 
now the country is leaving the EU. Denmark has “left its skeleton in the Eurozone's waiting 
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room” and is not yet taking the next steps towards a full membership. By the way, Denmark 
and Sweden held referendums on the issue, which ended with a NO to join the Eurozone. 
Poland, the Czech Republic and Hungary have also said they do not want to join at this stage. 
Our government had to answer why some want to join the Eurozone and others do not. This 
answer had to be based on an in-depth analysis with advantages and challenges for our 
economy, with conclusions based on specific quantitative and qualitative estimates for 
individual economic sectors, imports, and exports, etc. 

The third key criterion is the living standard. If we take as a main indicator - gross domestic 
product per capita in purchasing power parity, things look ambiguous. Denmark is on 10th 
place, the Netherlands on 11th, Austria on 13th, Germany on 15th, then Sweden on 16th. Czech 
Republic on 30th place, but after that are Italy, Cyprus, etc. Poland is on 39th place. That is, in 
terms of gross domestic product per capita, in terms of purchasing power parity, there is no 
definite proof that the member states of the euro area are better off than those outside it. 

The Eurozone is a very good opportunity, but it will not automatically bring anything to the 
Bulgarian economy unless deep and adequate reforms are undertaken in the Bulgarian 
economy, which has the lowest competitiveness in the EU and continues to lag behind in living 
standards. 

 

Dragomir Stoynev: 

The challenges are huge for the Bulgarian economy and its competitiveness is very far from 
that of the euro area member states. A frequently asked question is why the Bulgarian economy 
is not growing by 5, 6, 7 or 8%. The answer is that Bulgaria has no potential for such a level 
of growth. The potential for growth depends on 3 factors - capital, labour and technology. All 
three factors are at unsatisfactory levels in Bulgaria. For us, the advantage on the road to the 
euro is the currency board. Unfortunately, due to the financial and banking crisis in 1997, there 
is not enough confidence in the Bulgarian lev. The moment we start implementing monetary 
policy or decide to leave the currency board, “good currency will drive out bad currency” 
sooner or later. I believe that the path we are on is the right one, but the concerns we have are 
justified because we are lagging behind. Bulgaria fails to engage the national potential for 
transformation of its economy so that it really ranks among the developed European countries. 
This is the situation, at least for now. 
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There are many things that in theory seem correct, but they won’t work in practice.  

Can there be a monetary union without a common fiscal policy?  Theoretically, this should 
not be possible. However, the Eurozone still exists. And despite all the upheavals and crises in 
the past 20 years, the Eurozone is still stable.  

Do we need a common fiscal policy for all the euro area member-states? Yes, for sure but 
it is a process that must happen from now on. 

Was it a hasty decision to introduce a common monetary union in the European Union 
before there was a common fiscal policy? Yes, in theory it was. But this model is still working 
at present. 

Are the Maastricht criteria adequate for the current economic situation in the EU? No, 
they are not. 

Do they need to be improved? Yes, for sure.  

Do all the euro area countries currently meet these criteria?  No. 

Should Bulgaria enter the euro area according to the Maastricht criteria, as set out in the 
Treaty? Yes, we should abide by them, and we do abide by them. 

Does the fact that the current macroeconomic picture in Bulgaria is stable means that we 
are doing everything right in economic policy and budget estimates?  No, it does not. 
Bulgaria's macroeconomic indicators have always been stable for many different reasons (such 
as the currency board), but this certainly does not mean that our economic policy leads to 
growth, development and competitiveness. 

We still have many opportunities and paths for future development. This is a matter of both 
public policy and institutional awareness, as well as a public debate. A debate is needed on 
both matters - the country's economic strategy and the accession to the Eurozone. 

The theory does not always correspond to what happens in practice. However, we must always 
trust the empirical data we have at hand. The Eurozone is the future. 

Bulgaria must join the Eurozone, and this is inevitable. So let us think about how to prepare 
for this transition. We need more information, public debate and active actions from the 
institutions. Of course, the role of the state shall never be overlooked in these processes.  

It is up to us to lead the public debate. 
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