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PREFACE

In response to the request from the Government of Republic of Bulgaria, the Government
of Japan decided to conduct a feasibility study on the Project for Agricultural Reform in
Bulgaria and entrusted the study to the Japan International Cooperation Agency (JICA).

JICA sent to Republic of Bulgaria a sludy team headed by Mr. Toshimasa Kobéyashi,
Sanyu Consultants Inc., and composed of staff members of Sanyu Consultants Inc. and Daiwa

Institute of Research Ltd., three times between June, 1996 and March, 1997.

The team held discussions with the officials concerned of the Government of Republic of
Bulgaria, and conducted field surveys at the study area. ARer the team returned to Japan,

further studies were made and the present report was prepared.

1 hope that this ‘report will contribute to the promotion of thé project and the

enhancement of friendly relations between our two countries.

I wish to express my sincere appreciation to the officials concerned of the Government of

Repﬁblic of Bulgaria for their close cooperation extended to the team.

R

Kimio Fujita
President _ _
. Japan International Cooperation Agency

June, 1997






o June 1997
Mr. Kimio FUIITA

President,

Japan International Cooperation Agency

Tokyo Japan

Letier of Transmittal

We are pleased to submit hereby the final report on the Feasibility Study on the Project
for Agricuttural Reform in Bulgaria.  This report incorporates the advise and suggestion of the
authorities concerried of the Government of Japan and your Agency in the formulation of the
above mentioned study.  Alsoincluded are comments made by the Ministry of Agriculture and
Food Industry and Irrigation System Company in the Bulgarian Government during discussions
which were held in Sofia, Bulgaria.

The study result showed necessary countermeasures in agricultural sector for the
transition from planned economy to market oriented economy.  The study includes the master
plan formulation of the three study areas and selection of the pilot project area among them to
be a model of agricultural reform in Bulgaria.  Feasibility study and project evaluation on the
agricultural reform have been performed for the selected pilot project area in the Nova Zagora
M3 Canal Block (the project area is 13,220 ha.) in the Sredna Tunja Study area. We have
concluded that the Project is economically feasible and technically sound with high potentiality
to perform as the modet area of the agricultural reform in Bulgana ‘We hope that the Project
is implemented as soon as possible. ' o

Fcotomy in Bulgaria was aggravated abruptly from the end of 1996 to the beginning of
1997 and at the same time, the government was changed dramatically b) the transformation
itself. * Agriculture is the most important sector for this country, and we wish that the Project
is implemented mmtedlately for the econoinic reconstruction ‘and toward the developmem of
this country.

This'rcpon_ consists of two volumes, namely Volime Onc; Main ‘repost (English,
Japanese and Bulgarian) and Volume Two; Appendices (English).

We would like to fake this opportunity to express our sincere gratitude to your agency,:
~ Ministry of Foreign Affairs and Ministry of Agriculture for their effective advise and suggestion
for the study. We wish to express our hearliest appreciation to the Ministry of Agriculture
and Food Industry and Irrigation Systems Company in the Bulgarian Government for the close
cooperation they have extended to us. o '

Very truly yours,

Toshimasa KOBAYASHF
Team Leader,

~ The Feasibitity Study on the Project for
Agricubtural Reform in Bulgaria
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‘Executive Summary
Parti National Background of thé Study

Backgrodrid

The agricultura _éeétér is of critical inil;ﬁgonancé to the economic development of Bulgaria
and it$ promotion and reform is an important task of the nation’s successful adaplation to
a market-oriented economy.

Re'for'l.n_ptans in agriculture include attention placed on individual tand ownership,
in\:es{ment suppor't'. services, pfivatiz_a_tion of é\griculturai processing industries and
marketmg systems. The objective of agricultural reform is to'develop a new production,
processing and marketing structure that will be internationally competitive.

The Japan Internationat Cooperation Agcnby (HCA) decided to conduct the Fea#ibilily
Study on the Project for Agricultural Reform in the Republic of Bulgaria.  Its objectives
are to formulale the agrncultural devclopment plan in order to support the restoration of -
Bulgarian agnculturc and to carry out technology transfer to the Bulgarian counterpart
personnel through on-the job trammg about methods of the study, procedure of planning
and formulauon of the Project in each specmhzed field.© The Study is funded by the
Japan International Cooperat:on Agency (JICA) and the counterpart (e\ecutmg) agency
is the Ministry of Agriculture and Food Industry (MAFI) in cooperation- with 1he.
irngauon Systems C‘Ompany in Bulgaria.

in Sl’lppdn of these objectives, the HCA Study Team consists of 11 experts as shown in
the .Append'ix N-4 Assignment_ Schedule has completed a review of national-level
conditions prevailing in Bu!garia and surveyed the three Sludy Areas of Petrich, Rositza :
and Sredna Tundja. This Report is comprised of data co!lecuon and analysis, including -
the J ICA Study Tean’ $ formulatton ofa master plan for three Study Areas and selection
of the Pllot Project Area among the Sludy Areas. The Feambfhty Study and analysis of
prOJect evaluation was compieted for the Nova 7 agora M3 Canal as the Pilot Project
" Area.



Macro Economic View -

‘Before 1989, Bulgaria’s ecoriomy was heavily dependent on trade with Russia anid other
countries of the former Soviet Union. In the carly -'419'905; the economy suffered from
the loss of guaranteed COMECON markets for ﬁulgzirian products. ~ For decades;
politicized bureaucrats rather than markets, allocated goods and sérvices. Transition
has therefore proven to be a lea‘rhing expe‘rienee filled with painful bumps and shocks.”

“The economic stablhty e\peneneed in 1995, has not been sustamed in 1996 B'ulgan'a
continues (o \\cather a turbulent period of high mﬂauon exchange tate ﬂuetuation and
productmty declines. - The monthly conswmer pﬂcc inflation leaped to 23 3%in July 1996
from 2.4% in April largely becausé of the fuel price hike since it has undergone a change at
the range of 17 -20 % up in a month with moving togelher drop of the Leva- dolla: exchange
rate.  On the first of June, the value added tax mcreased from 18 % (0 22 % and power and
heating prices increased in line thh pledges made to mtemational lenders.  In & move to
boost budget revenues, the govemment introduced a new 5% import tax and mereased dutles
tevied on spirits and cigareites. NSI analysls reporied annvat inflation in 1996 was 311.0%.
Howgver, the inflation has been accelerated more and more and monthly inflation Jumped to
43. 8% in January and 243.0% in February 1997 whlch is the hlghest month!y rate since the
begmnmg of Bulgarian transition. When the results of the gencral elechon became clear, the
economic fluctuation was rather stable, but the future macroeconomxcs condmon will be
unknown depend upon the policies of the 1 new govemmcnt together with the assistance of the
IMF.  With a projected stabilization of the exchange rate and the adophon of the Currency
Board Arrangement (CBA) inflation is expeeted to decline to monthly rates below 2 peroenl
by the end of 1997

The Leva, the national currency, lost value against the dollar, reflecting the country’s wider
financial destabilization. The Leva traded at around 156 to the doltar at the end of June
1996 and the Leva fell under 500 lev!US$ at the end of Deoember to 3,000 lev/US$ by mid-
February before rebounding to about 1,500 lev/USS$ in mid- Mar_eh 1997.

As the result of thc detenorated magroeconomic condition from qumar) -June 1996 GDP is
down 6.2 % (Lev 493,199 mllllon) compared to the fi rst half of Tast year at eompalable
prices. Especna!ly in the second quaﬂer the dec;ease in agaeulture output is remarkable
and recorded at down 21.8 %. Aecordmg to NSI, GDP in ‘1996 was Lev 1,660 000 mtlhon
down 10.9 % since 1995. The goal of 2.5% GDP growth in 1997, as agreed under the IMF
stabilization program, reinains a challenging target given the stagnation of 1996.



Agriculture in Bulgaria

1. General Information of Agriculture .

The Republic of Bulgaria covers an area of about 110,000 km?® with a population of
“approximately 8.4 million people. Agricultural land is an eslimated 6,200,000 ha or
about 56% of the total land area. The main crops are wheal, inaize, alfalfa, barley, and
renowned processed producis include, yogurt, cheese, wine and rose il for perfume.

" The sector provides approximately 24% of the nation’s gross national product, employs
12% of the total labor, and 20-25% of the exports.  Approximately 20% of this export
~ value comes  from prodUCts -of animal and plant origin, food, drinks and tobacco.
Agrichlture and its processed products are therefore, an-important source of income and
" a promising growth industry if former markéls are restored and new sales channels are

found.

The most important cereal crop in Bulgaria is wheat, with total production in the last
five years peaking at 4.5 million tones. - Maize is the second major crop, with 2.5
million tones and it is used principally as an animal feed. Barley, follows in
importance with about 1.5 million tones plahted annually for consumption by both the
feed industry and brewers across the country. Sunflower is the major oilseed in
Bulgaria, and sunflower oif exporls hold promiée‘ in a revised policy regime. Tobacco,
grown on 14,000 ha in 1995, is the dominant export crop. Bulgaria has a tradition as
an exporter of tobacco leaf to former Eastern bloc ‘countries. | Commercial vegetable
production has - declined with the loss of markets and privatization of processing
industries. :Blal'garian fruits, notably peaches, apricots; apples, and table grapes, are
highly regarded élthough orchards and vineyards have greatly been destroyed and
abahdéne_d during liquidation of state farms and land reform confusion. Wine
production, once a flourishing industry, is still a source of national pride and good
quality low-priced wines are now beginning to find new foreign markets,

Livestock production has fallen off drastically following the collapse of the state
livestock enterprises, Liqt}idation'councils; land ownership confusion, high feed prices
- and l_éw meat prices forced a massive setl off of animals in the earty 1990s. The export
* of live animals, meat and hides was a major source of income for Bulgaria. - The
- decline 'in aimals ‘slowed and stabilized in 1994, although exporis remain- limited.
Livestock numbers are hard to verify givcﬁ the changes towards increased small family

farms.



2. Agricuitural Policy

- Agriculiure in- Bulgaria has | lraditional'lyj been a source of national- pride ‘and has

functioned efficiently to provide a variety of plant and aninial products fot domestic and

export markets.  Reforms in the' 1990s, and a lack of direction on agriculivral policy,

has drained thé vitality of the sector. Collective farms have been transforned into

farmers cooperativés or liquidated and their assets divided among individual producers.
Confusion over land reform, lost access to iniputs and $upplies and the disappearance of
traditional markeis has caused fields to be neglected, orchards and vineyards to be

‘abandoned, -and small’ farmets to strugglé to make a living in farming. - ‘Livestock

populations have been sold off, and yields and efficiericy of crop production drastically

reduced. - Bulgaria finds itself in-between, neither fully stepping out from under the old

socialist system or establishing a new markét model of production. '

Change abounds, and more restructuring is vitally important. Support to agriculture
through research, extension, planning, market information, input supply, :purchas'ing',
machinery services and processing all réquire attention.  Re-training and re-orientation
call for the political will to re-organize and a major investment of Governrient finding.

The Agricultural Fund and the Amelioration Fund are the two principal pools of
domestic finance for agricultural investment, including: irrigation infrasttucture
investment, ' MAFD’s Inves(m‘ent_Poiicy Department takes the lead in guiding the
prioritization of the funds, and distributes money via regional Goveriiors and municipal
structures. - The Agricultural Fund is supported ihrOugh privétimtion proceeds, expoﬁ
taxes on farm products; public farm land leases, and centtal budgetary allocations. - The
o Agriculll)ral Fund is a principal sotrce of support for pri)ducers through price supports

 and preferential credits.  Taxes on the profit of all state enterprises make-up the bulk of

* the Amelioration Fund resources, and the money is directed towards imprdviﬁg:hydrm
amelioration infrastructure. ' :

In 1995/96, wheat received the ‘majority of Agricultural Fund resources with an
estimated 95% of tlie planted wheat subsidized at 350 Lev. per decare. © The subsidy to
producers’ is spread over three tranches. - Typically, Bulgaria- grows ‘1.1 million
hectares of wheat, and the Government cariies over 400-500,000 tones as grain teserves.
in 1995, the reduced area, poor seeds, lack of fertilization, and early winter and late
spring resulted in lower yields. Imports of whea are planiied in 1996, soakirig up US$85
million for 400-500 thousand tons, Further more due to the severe economic: crisis
started from the end of 1996 to early 1997, the eslimated shortage of thé new grain



prodticiidn' in 1997 amounts to 200 thousand tons of wheat and 250 to 300 thousand
tons of fodder grain. ' '

Policy decisions are nceded in order to provide clarity on the type, scale, organization,
and range of production units GOB wishes to encourage. As land restitution is
finalized, associations, cooperatives and private farmers will seek to maximize the
potential for commerc:ally viable agriculture to take advantage of the rich agricultural
lands. -

3. Agncultural Reform ._
© Officially, many’ of the old statc-ovmed enterpnscs have been re-organized to some
extent, however, stifl refain their past personality and their monopolistic status. Raw
-matérials prices are in part, low, because of the ntonopoly over raw materials purchasing,
processing, and distribution. Further réstructuring, including privatization of a number
of large agricultural enterprises, is scheduled for late 1996 and into 1997,

The acceleration and completion of the process of restoration of the ownership rights
over agricultural lands will be the main farget in 1996 and 1997. - Land restitution,
optimisticaliy; will be completed in 1998 after which time production of now idle lands
will resume and orchards and vineyards might be revived.

The Government is proceeding with the privatization of state-owned enterprises. The
process began in 1993, and is planned to accelerate through 1997 with leading agro-
processing enterprises tar’gc_ted_for-'p'riv'.rati?mion, making up 25% of the list of firms up
for privatization.

European Union guidelines have provided both a model and an incentive for focusing
the Goverament’s - altention - on certification and exporl requirements. Market
information systems are also recognized as an important resource for producers to
decrease transaclion costs, anticipate demands, and respond to domestic and foreign

marketing opportunities.

: 4 Food Processmg
Processing industrics are vaslly undemnhzed The collapse of cxport markets and
decline in real ‘inconies, and accumulated debt, have caused a ‘serious decline in
processed output. Raw materials are reduced, and the old markets for processed
- products have disappeared. The 'dairy and brewing industries show a relatively high



rate of privatization, and recovery.  The meal and vé'getaﬁle; and oil industries lag
behind. Cereal production has been adversely affected by the unprofitable state milling
*and feed conipaiies. :

5. Marketing

Marketing and distribution rerains a major impediment to agricultural sector growth.
Monopolistic purchasing power by processors is ebserved in the cereal and sunflower
subsector, notably in the Rositza and Sredna Tundja study areas. For marketing of
wheat and feed grﬁiﬁ's‘, the role of state is dominant. Private wholesalers increasingly |
purchase wheat and provide storage. ‘The main commodity ¢xclianges are in Dobrich, -
Varna and Montana.  Wholesalers are the main ‘suppliers for feed mills, and feeds are
largely puichased by state-owned pig and poultry farms, Sunflower oil processors are
doniinated by 14 state firms, procuring 70-80% of the sunflower seed and producing 85-
90% of the oil. - Tobacco is stricily controlled by the government, through producer
licensing and contracts, and established prices.

Producers now frequently sell produce on the street, on the farm, or through small
producers markets for on-ward fresh product distribution. 70% of the total r_nérketable
vegetables and fruit are now traded in assembly and street markets. - Peesently there are
seven national stock markets for cereals and sunflower, and three wholesale markets for
vegetables and fruit.

6. Farmer's Organization _ .

Production cooperatives are the predominant form of o'rg'aniza!idn in the carly years of
“market reform. The absence of credit, the high cost of machinery, and the security
‘offered by massive state purchases of leading products reinforces this trend in the

medium term. ‘The completion of the land restitution process likely will encourage a

reduction in the number of cooperatives and an increase in the formation of associalions,

lessees and private farm operations.  An improved policy :cnvironme_nt wilt strengthen
the economic standing of farmers and encourage individual and new forms of
association for production, input supply, credit, and :ilarl;ctinlg.' -Agr'ic_ulttirél credit
services are recently available for private farmers by EC-PHARE with the inerest rate
of 54%, though market interest rates are extremely high.' Taxes on farm income are

waived for five years, Late 1996 brought the ratification and implementation of anew - .

land lcase act, and land consolidation and a land. market will require further legal
guidance. '



7. Institution

Agricultural ext'en'si{m, vocational éduc‘ation, and formal agricultural education and
research are important componéntsiof a strategy to reform Bulgarian agriculture.  New
technicat knowledge and farm management advice are particularly important in an
environment filled with farmers struggling to make a living on their own.  Re-training
* and re-tooling for the demands of a market economy will require edcational institutions
able to deliver valuable tearning opportunities. - Strengthening local government’s role in
agricutural development, and expanding an extension service nctwark are top priorities,

An estimated 16% of the employable adult population is engaged in agricullure.
Approximately 8% of the agricu!lx!fal worktorce is employed by private sector groups
and firms. -Seasonal _wdrkers in agriculture are estimated at 2.0 to 2.2 million people.
Long-terrir educalion and vocational lrainin_g programs are vital to rebuilding a rapidly
aging agricultural fabor base.

8. Water Users’ Association

Water User Associations (WUAS) are encouraged to help on-farm water distribution, the
collection of water charges and the maintenance of on-farm irrigation and drainage
infrastructure. However, '\\'UAS have litile relevance until the basic inl‘fa_smicture is
rehabilitated, tertiary syélems are expanded, and the economic incentives and viability of
irrigated agricultural production improves. There is a national history of association in
rural areas, yet personal trust has been eroded in the chaos of the transition. It will take
time and economiic stability to restore the vitality of rural life. Now, the organization of
WUAS" is proceeding with World Bank suﬁpoﬂ, and irrigation extension services are
being explored.  Legislation to permit and encourage WUAs was drafted in 1996, and
sound legal guidelines, if implemented, will ensourage WUA formation. '

9. lrrigation Facilities
An inventory of the irrigation facilities in the three Study Areas records the base from’
which to re-vitalize irrigated agriculture activity. Tremendous infrastructure capacity
was developed under the central planning system. As the organization of agriculture
“changes, and incentives are confused, the use of irrigation system has fallen. New
ownership, or no clarily of ownership, has lead many facilities to fall into disrepair.
~ Lands remain fallow or marginally productive.  Use of irrigalion facilities is between 10-
- 20%, and fees for irrigation witer delivery and operation and maintenance are expensive,
‘avoided, and a struggle to collect.” - Tnfrastructure for irrigation will be used if access is
improved, structures are rehabilitated, ownership is defined and incentives encourage



production leading 1o inconie'geueration‘

More than 50% of the irrigation in Bulgana is’ apphed by sprmkier lrnga!lon systems.
Large scale cultivation and water savings are recognized factors for: spnnkler use.
Sprinkler systems are generally in better states of repair than other forms of irrigation,
Drip irrigation is found in many orchards and vineyards, and systemis are poorly
maintained.  Gravitational canal and pump iriigﬁlio’n systenis’ prevail in-many ‘areas.
An estimated 80% of the total ‘irrigation area operated by the - lrrigation Systems
Company (ISC) requires rehabilitation to meet new ownership and use patterns.

Gradual change in responmblhty for the managcmem of on-farm facilities will nurture the
skllls and attitudes of irrigation managers and producers 10 the assumption of new roles.

Flexibility in management style tailored to local and regional’ diﬁerences will encourage
restoration ‘of facilities. Continued, modest, subsidies for water use and O & M will
support increased use, and facilitate the development of new mechanisms for recove:y of
charges and personal responsibility.

Continued attention is encouraged on environmental protection, particularly with efforts
to strengthen environmental institutions, improve the regulatory environment and develop
new funding mechanisms. '



Part Il  Master Plan Study for the Three Study Areas

Study Areas

‘Master plan Studies for the thrée Study areas in Petric, Rositza and Srédna-Tundja have
" been made and a pilol project area has been selected among them on the basis of a
selection criteria. ' ' -

1. Petrich | |
“The Petrich study area lies within the sotithern part of thé Greater Sofia région, bordering
the Republic of Macedonia to the west and the Republic of Greece to the south. The
11,000 ha- planned- itrigation study area is within the valleys of the Strumica and
Strumeshnitza rivers. Crop production is intensive in the alluvial soils of the narrow
valley, and vineyards and pastures and orchards are found on the bench tercaces.  The
area’s main cily is Petrich, and the arca’s adn_ﬁﬁistrafive center is Sandanski. The major
market is Sofia. The transitional Mediterranean climate allows. for early vegetable
cropping and multicropping, though irrigated agriculture is fimited by facility operation
and reduced water availability.

Agriculture in the region is based on vegetable, fruit, vineyards, and tobacco growing.
In 1995, 46% of the region’s land was under cereals, 7% technical crops, 11% fruit and
vegetables and 36% fodder crops. - Farms sizes are small, averaging 1.2 ha.
Commercial animal production is limited by the small farm size.

The limited water availability in this study area -will restrict the possibilities for
agricultural production. The comparative advantage of the region is in terms of early
season production, and their geographic access to the Sofia market.  The small farm size
is also limits productivity, though the local population is intensively cropping the available
tand. Low domestic prices for the products, and the competition from across the
borders will restrict returns.  Specialization and target marketing are essential strategies
to. maxiniize the advéhtages of this area.

2. Rositza - |

The Rositza study area defined as 50,700 ha is in the Lovech region in the north central
part of Bulgaria, located on the noithern fringe of the Balkan range. The topography of
the area is gently rolling hills, dissected by valleys. The irrigation system is built in 1955



élohg the Rositza river valley and water applied throiigh gravitational canats anid plimping
stations. - The soils are alluvial, along the river; black earths; in the east and northeast,
and gray forest soils in the uplaid areas. The major towns located near -the arca are
Veliko Tarnovo, Gorna Oryahovista, and Pavlikeni. The climate is moderate continental,
with frosts in October.  The irrigation system was buill in the 1950s and Iargé portions
requiﬁ'ng pumps are not operational due to high electricity cost.

The region grows cereals on the plains, wheat, maize and sunflower, and along the hills,
orchards of plums, pears, and apples and vineyards are found. A large sunflower oil
processing plant is found at Poiski Trambesh.  Much of Bulgaiia’s sugar beet is 'grown '
in the region, with a refinery in Gorna Oryahovista. - In 1995, the crop mix for the region
was cereals 55%, fechnical crops 16%, vegetables 5%, fruit and vineyards 12%, and
“fodder crops 12%. - The average farm size is about:1.5 ha. . The area is an important
| producer of wheat, corn and sunflower as dryland crops without _ir'riga!ion.. 'Ccoperétive
farming is common, particularly for barley, maize and sinflower.  Orchards are on the

decline, though vineyards are reviving. '

The area has been hit hard by the loss of Bulgaria’s markets for processed f'ruit‘ and
vegetables, the seli-off of livestock in the early 1990s.  Sunflower is the major income
eamer, facilitated by proximity to processing facitities.

3. Sredna Tundija _

Located in the Bourgas region, south of the Balkan sange, the extensive plains around the
Tundja river combine with continental and Mediterranean to provide excellent conditions
for irrigated crop production over the planned 97,000 hectares.  The soils vary from
altuvial adjacent to the river, to black earths along the extensive valley bottoms, to brown
forest soils on the edges of the plains and foothills. Nova Zagora is-an important
agribusiness center, Sliven is the largest city and leading light ‘industrial :éenter,' and
Yambol is an administrative and irading town. Under current irrigation infrastruciure,
water supply {rom the Jrebchevo dam is adequate, although it may become limited with
construction of new irrigation facilities. | '

Sredna Tundja has the most diverse cropping pattern of the three areas. The crop mix
for the region is predominately cereals, 65%, 15% in technical cultures, 9% in fodder, 8%
in orchards and vineyards, and 3% in vegetables. ~The r'egion: is an important national
suppler of barley, sunflower, grapes and fruils. Farm size is la'rger' than the other 2
study areas, averaging l4ha.  Farm'size combined with Ioix'er_poptnlation density and the
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prevailing cropping patterns encourages cooperative and niechanized farming.

This aréa has- the richcst arable fand base, water and infrastructure availability, and a
diversity of crops. The area is struggling to rebuild, and making strides to find solutions
1o the challenges facing agricultural producers under the new market conditions.

Rural Socloeconomic Survey -

Durinig Phase 1 field work, the rural socio- economic survey of 400 farms in 80 villages in
the three Study Areas has been conducted. The survey was organized by study area;
_ .P'ct'rich( 100 farms),: Rosilz'a(‘ 150 farms) and Sredna T undja(150 fa‘rms),‘by irrigation
~ block and by farm size. - Phase 11 -field focused on the preparation of a pilot project for
the M3 Canal Area in Sredna Tunjd, building upon data from Phase 1 .

The indicators c_mjnloyed provided guidance on the common rural sociology across the
country. Social infrastructure, lafgely built under centralized planning, provided a
common environment with only minor - differences across the three areas.
Uniemployment, a new phenomenon for the former socialist economy, is most
pronounced in the rural areas where it has reached up to 20%. Negative population
~ growth is found in many areas, and urban out-migration has not been a reaction to market
reforms.  Rural population decline is anticipated to continue. Maintenance of basic
services, incliading pensions, educalton, health care along with the creation of new job
opportunilies ar¢ highlighted as the dominant concerns of municipal government.
Continved highly centralized public expenditure management holds local government
heavily dependent on quota-based budgetary allocations from the national goverhment.
Agricultural scctor growth is a principal concern.  The stady confirmed that hopes and
encrgies are directed to restoring an economically viable rural life. o

Formulation of the Study Areas

1. Basic Concepls for the Development of the Study Areas _

The main features incorporated in the development of the three Study Areas are reflected
in 10 key concepts: (1} macrocconomics stability. is recogniécd as a vital element of
agricaltural reform and expansion, and (2) clearer definition of economic policy and
de\-'elldp'm_e'nt a‘pprbach will facilitate the reform. Padlicular issues are land ownership,
organtzation of farm producers, 'p'ricé's, experting angd production subsidies. (3) Land
restilution, settlement of former siate properly, and agro-processing enterprise
~ privatization will provide conditions for market-based decision-making. (4} 'Regional
diflerences, including the natural and'iﬁlman'fesourcc base, farmer aftitudes, and
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institational strengths are real. * The aim is to eéncourage decentralization and target
planning to nlleel the niceds ‘of local arcas. '(S) International organizations providing
assistance, paru(:ularly the World Bank, EC- PHARE; the EBRD, providé funding and
ideas that may benefit marketing and farm organization restructuring. (6) Farm
management; marketing systems will require a re-orientation to meet the demands of a
market cconomy. (7) Extension services, research, "and supporting services are
recognized as an “investment” in agriculture, and imporiant’ components - of : the
institutional setfing. :(8) Environmental planning é'ﬁd':imnitoring"is' eﬁcburaged to
sustain the wealth and prosperity of the nation. (9) Irrigation “rehabilitation is
recog'n’iz'ed as one factor o increase )';ields as well as qualily and improving use of existing
facitities. . (10) The ecoromic viability of the study areas, and the subdivided irrigation
blocks, are valuable to understand the potential of each potential target.

2. Sub-division of the Study Areas _ _

The Pilot Project Area is justified in order to provide a modet! area'for the other areas of
Bulgaria. The Pilot Project Aré_a is defined to be less than 30,000ha to best manage the
demonstration eftect of the reform slraiegy. “The Rositza and Sredna Tundja Study
Arcas have been sub-divided in accordance with the irrigation system networks, which
are calted “Block” in this Repart. The acreage of each Block in the Siudy Area is shown
in the foliowing table:

Acreage of the Block in.the Study Area’s

. Name of Study Area & Block o Acreage(ha)

- Petrich Study Area: 5. S e 000

Rositza Study Area - i I L B0LF00 e
North Main Canal 8lock 29,300
Main Left Nikyupskl Canal Block 8,380
Main Lower Right Canal Block : : 12 020 -

Sredna Tundja Study Area 787,000 o
Nova Zagora Block - ' : 22 400
{Nova Zagora M3 Block) L {13,220)
~ Miekarevo Padarevo Block N C 20,000
~ Binkos Marash Block _ R 35,000
Kerman Roza Block: - e S 19 600

. Totalofthe Sludy Areas - =° . . L i 168,700 ¢
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3. Development Strategy for the Study Areas

(1) Petrich Study Area

In order to utitize the advantage of the location near to foreign: countrics, an export-
oriented agriculture in the Petrich Study Area can be promoted.  Also, due to the warm
climate compared with other regions, promotion of an intensive agriculture and early
production of vegelables, fruits and high profitable tobacco is encouraged - Promoting
the intensified agriculture production can cotitribute to -providing employment to the
labor force ‘in the region. In order to overcome the disadvantage of small-size
landholdings, organization'of the: farmets’ co'opera'tive among the intensified farming
groups to enlarge the farm size is proposed. Through the -codpérative, a share-
purcliasing system can be introduced for agricultural inputs and farm machinery, and also
markeling and credlt organization ‘can be introducéd as a function of the farmers’
© organization.

Intensive crop production, with high requirements fof irrigation water, can be profitable.
A so_phislicatcd farm management system on the basis of irrigated agriculture production
systern should be established.  Water users’ associations are encouraged to operate and
mainitain their owan terminal irrigation facilities..

The availability of the water resources is not pmnnsmg In addition, most of the
irrigation water intakes come from the river by pumping system.  In order to utilize the
limited \_vater resources _eﬂ_echvely, the existing small-size storage dam should be utilized
to store the 'pumped'wétér'i‘rom the river. - As for the on-farm irrigation facilities, a

~ pipeling system caii be introduced to save water loss as well as to improve the operation
and maintenance system.

Farming practices for the intensive 'vegetablés crops require high farming technology for
proper timing of feﬁilizing, pesticide and water control.  Success will require supporting
. services and institutional strengthening. It will possible to aitain not only increase the
'producuon volume but alsa the quality can be improved.”

As for the marketing improvement, a collgcli:ig:: point in Petrich at the existing marketing -
siic‘_ can be propéséd to’ suppoit the :ﬁérketing'nem"o_rk in Sandanski, where EBRD
Project will ¢stablish a wholesale market.



-~ (2) Rositza Study Area : S _
Topography of the area is extended in the elevation- of about ZOGm in the hilly ‘and
mountain area. The annual average rainfall is exceeded by about 100 mm from the
Sredna Tundja -aréa, so it will be suitable to grow cereals which demand fow-water
requirements’ The soil condition is also fertite. “The farm size of the private farmers is
rather small (about 1.5ha), so promoting and organizing a larger size of the farmers’
organizations in c’oﬂaboréiion with farming is reccommended.

The icrigation facilities in the Rositza Study Area wére constructed between 1945 to 1955.
The niajor ivater resource al the Stanboliiski Dam has adequate"bapaci(y:td irrigate the
area. Approxmlalely 40% of the Study Area is irrigated by pumips and at present, most of
the pumps are not" operahng due to h1g11 cost of electricity. The area under the North
Main Canal Block in the Karaisen Regulating Reservoir area, the water must be pumped
at about 50 to 60m. Also due to the long period of termination of the operation, most of
the pump equipment are out-of-order or destroyed.  In such areas, it will be difficult to
sustain economic viability even after the rehabilitation” works -dr¢ completed. -~ The'
following table shows the acreage of the pumping and gravity irrigation area in each block,
across the 3 regions. -

Table of Pump and Gravity Irrigation Area

‘Name of Study Areas Irrigation Area Irrigation Area -~ Total Area

and Blocks . by Pumpmg(ha) __by Grawly(ha) _ (ha)-

Pelrich Sludy Area TR e (6,700 . 11,000

Rositza Study Area LT R EI 1_27.320, e 60,700 1
North Main Canal BIock 14,2000 15.1{}0 ’ 29,300
Main Left Nikyupski Block 1,130 18,254 R 8,380
Main Lower Right Block 8,050 3,970 12, 020 _

Stedna Tundja Study Area -~ © " 55800 .. - 41,200 - 97,000
Nova Zagora Block _ 0 22,400 : 22,400
(Nova Zagora M3 Block) { 0 (13,220) {13,220)
Miekarevo Padarevo Block 13,800 - §,200 20,000
Binkos Marash Block 30,300 4,700 35,000 7
Kerman Roza 8Block 11,700 . 1900 19,600

Total of Study Area S 783480 . 752000 - . 158,700

* Water charge in the pumping up area wdl be vcry high due to the high eleclrlc charges
Also the rehabilitation cost will be very expensive, because miost of the pusip equipment
requires replacement. T hergforc, it has been proposed to &b¢ _cxcluded from the
rehabilitation area where the rehabilitation cost are very exp'e'nsive; "The 'g-ravi'tational |
irrigation area accords a high priority for rehabilitation. [owever, the Left Nikyupski
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Canal is old and mostly ‘an unlined canal. In order to ‘save the water loss and
maintenance cost, the canal should be fined by concrete.

A§ for the marketing networks, a rehabilitation project.of' the wholesale market will be
planned at Pleven, but the project is not accorded high priority.  Pleven is rather far from
the Rositza Study Arca. Therefore; a collecting point at Paviikeni will be proposed for
- vegetables and fruits.

- {3) Sredna Tundja Study Area

* The far size is larger compared with the other areas, and the size of the cooperahves is
also qune large. The construction of all of the planned irrigation facilities in the Study
Area has not been completed The entire area can be irrigated by gravity from the mdin
dam of Jrebchevo, however, water _avallabll:ty is not suflicient to irrigate the whole
potential area of 9_7_,'000hé, if facitities were in full use. The agricultural development
sirategies for the Area are composed of promotion of a large scale f'arming systems on the
basis of cereals cultivation by farmers’ organization as well as supporting and promollon
of the livestock production, more production of maize and introduction of fodder in the

arca.

The main function of cooperatives is limited to pr_oduceré cooperatives, such as
purchasing the agricultural input and shareholding of the tand.  Marketing prices and
credit requires attéht_ion. A rehabilitation project by EBRD for the wholesale_ma;két_for
ho‘rticﬁlture at Sliven and Stara Zégora is scheduled to be comnienced in 1997. Links
with these other project investments are important, therefore vegctable and fruits
'producnon is proposed to increase.

“The main canal system has been lined. Walter users’ associations will be organized to
operate modern terminal facilities to reduce the water loss.  Also, the Water Users’
Association should operate and maintain their terminal facilitics. On-farm development
can be done by the Water Usérs” Associations, organized along a technological principle.
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Selection of the Pilot Project Area

* Major Function to be a Pilot Pro;ect
The pilot project will serve as a model for the market- orienied agricultaral reform.  The
funclions of the pilot project are: to support low-cost irrigation rehabilitation, nurture
water users’ association, advance the marketing system and eﬂcbu'ragé a’ collaborative
style for consrgnmenl of the production, strengthen farm organizations, devclop a rental
- system for farm machinery, introduce advanced famung technology supported by
institutional and supporting services.

2. Seleclion Criteria

In the selection of the Pilot Project Area, the f‘ollomng major criteria were reviewed in
order to select the “Model Area™ 1) Natural and Physical’ Conditions 2) ‘Irrigation
3) Social Condition 4) Economit Condition '$) Marketing 6) Agriculiure 7). Farm
Mainagement and Ecoriomy 8) Coo[icréti've and WUAs © 9) Environniental Tmpact.
Based on ‘the above major selection criteria, forly (40) sclecuon itéms weire devefoped '
and a séore in each item was gwen in accordance withi a weighted point system.

3. Selection Procedure

The macro-criteria (cconomy marketlng etc.) were formulated on the basis of regmnal
or Study Area, and not on a Block basis; The' selection process was applymg in the
fotlowing three steps: l) Companson of the thrce Study Areas, and then exclusion of the
Sludy Area which was not suitable fora pllot project. 2) Companson of the Blocks in
the remaining Study Areas, and selection of potential Blocks {hrough detailed evaluatmn
" 3) Final sclection as the Pilot Area based on the results of the economic evaluation.

4. Decision on the Pilot Prolect Area

In the first sereening, Petrich Study Area was excluded from the pilot area, because the
water availability is not prom1~:1ng The land ownersinp is small, and few farmers’
organization are established mamly among the tobacco farmers.  In the second selection,

* four Blocks were selected in the Rositza Study Area at the Main Left leyupskl Canal

Block, in the Sredna Tundja Study Area at Binkos Marash Block, whole Nova Zagora
Black (including new construction of M2 canal), and Nova Zagora M3 Canal Block at

the Western side of the Nova Zagora Block. - -

For the finat selection of the Pilot Project Area, an economic evatuation for 4 Blocks has
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been made to calculate the highest benefit-cost ratio (3/C). The following B/C ratios
for the Block were achieved: Mair Left Nik’yupski Canat -- 1.239; Nova Zagora
(including new construction of M2 Canal) -- 0.890; Binkos Marash -- 1.660; and Nova
~ Zagora M3 -- 2.090. Nova Zagora M3 Block shows the highest benelit-cost ratio.

In the Main Leﬁ_Nikyupski Canal Block, the rehabilitation cost of the main canal is high
due to extensive length of the canal lining compared with the size of area, so the B/C ratio
islow. I Sredna Tundja , the Nova Zagora M3 Block requires low rehabilitation costs
bringing the highest ratio of the benefit cost. - The B/C ratio in the Binkos Marash Block
is high although most of the areas is irrigated by pumps. . The operation and maintenance
 cost, which should be paid by farmers themselves is high which will directly affect the
management of Watér User’s association in fulure. ~ As a result, the Nova Zagora M3
Block has been sclected as the Pilot Project Area.
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Part Il Feasnblhty Study on the Pllot Pro;ect Area | m
' Nova Zagora M3 Canal Block

fn completed the Feasibitity Study, a series of key assumptions and observations gtiided
the development of project concepts and components.

Key Assumptions

I. ‘A fundamental ‘assumption is that comptetion of the land restitation process is
esseiitial to successfil implementation.’

2. Following land restitution, active encouragenient of land consolidation is essential,
‘The current farmland ownership size does not allow economic maragenient.

3. The rehabilitation of non-functioning parts of the existing irrigation systém in the
Pilot Project area is a fiecessary, bul not a suflicient condition for. agricultural
dev.e!opmcnt. Concurrently, improvements need to be made to the extension and
advisory services, the marketing, and the farmers orga‘nizali‘o'ns in the area.

4. The current interest rates do not allow farmers to take out production loans, or to
make capital investment in machinery, fivestock, irrigation facilities, vineyards and
orchards etc.  Changes in the base rate, or access to credit at preferential rates will
have a significant impacts.

- Key Observations

1. The concentration of the former state owned capital resources, including machinery
within the cooperatives, combined with the fact that the current marketing system is
closely linked to the large parastatal marketing structures, both restricts the access of
new entrants to agriculiure production and hinders the development of efficient market
driven and appropriate scale marketing systems.

2. At this time many producers are price-takers. The current on-farm storage structures are
cither not available or are inapp_r'opriatc, thus farmers are selling at the time of the harvest
glut.  Establishment of appropriate on-farm grain storage systems will affow them to

! According to the Land Commiltee in Nova Zagofa. land restitution will be' compleled b_\"lhe- cnd of
1998.
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increase their incontes and stabilizé the market.

3. The successful completion of ‘the ongoing privalization process of the state-owned
agro-industries will significantly affect the agribusiness environment in the Pilot Project
_Area, diversifying the markets available for grain, and for processing crops.

4. A hilure to invest in the orchards and vineyards will significaitly restrict the options for
future agricultural development aid increases in the guality and volume of production
* from this séctor of the agriculture. |

5. Cumently a number of organizations; coopéra!ives, groups of leasees, the banking
systems; atid government services such as extension, influeiice agricultural development
in the area. Fol_lom'nQ land _rcstitu'tion' it is likely that changes will occur in all these

- organizations. The project m'li'have acli_vilies supporting and encouraging those
chaniges that are supportive of agricultural development, improved access to markets and
resources, and ralibnal water use.

6. The ISC regional oftice in Sliven is well placed to impleinem the neccesary actions that
will be'required, from _super'visi_on of the engincering works, to the complementary areas
of establishment and dcve!Oplﬁcnt of water user associations, selected transfer of
responsibihi.es for operations and maintenance, and taking responsibility for a more
equitable water prici'ng system that encourages rational water use and investment in on-
farm facilitics.

Basic Concept of Agricultural Developnﬁent

Two themes characterize the basic idea for the Agricultural Reform Project ; (O “From
Monotony to Variety” and & "From Quantity to Quality.”

In order to improve the present agricultural constraints in the Pilot Project Area, the dual
approaches are important. (D Macroeconomics to define the direction of the project
!afget related, and the relationship to the other sectors, and & Direct countermeasures

are vital to address agricultural sector problems and constraints.

1. Macroeconomic Approach for Increasing Agricullufal Production

The current unstable macroeconomic condition in Bulgana is caused by a variety of factors.
For example, the accumulated pa'ymé‘nt' for forcign debt, delayed social-economic stiictural
réform, the national budget deficit and low production from economic activity such as
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industry and agriculture sector, since the' implementation of market-oriented écorit}mic
system in 1989. Decline of productlon is (he most mfluenhal problcm for dcvclopmcnt of
stable macrocconomics condition. At present Bulgana unports ‘basic' farin as well as
industrial produtts and daily lives of people ate supported by imported goods,. Prices vary
radically with the Lev-US$ exchange rate.  Since May 1996, Lev value vs. dollar continues
to decline and inflation has escalated. Hyperinflation occurred in December, and continued -
in early 1997. o |
The IMF proposed thc establlshment of the cm'rency board for developmg lhe stable
IMACIOeconoics to Bulgarian government. However, this is only a monelary strategy, and
it seems msuﬂ:cmnt to change signi ificantly the current éconoraic condition. To stabilize the
economic situation and increase production it wilk require :mplementat[on of an agncullural
and industrial stra!;:gy. ’

’l'he;efore agnculture production increase’ is the main objectlve of the strategy for
agricultural developnient. Naturally, to attain the sustainable economic growth, it ‘is
necessary to consider an export sirategy for fresh and prooessed agricultural products in the
long term.  Bulgaria is considered to have the potential to produce the high quality ahd low
priced agriculture products can compefe in interiational agricultural markets. Suoccess
depends on reconstruction of agricultural organizations “and 'implén'l'eriféti(')n of new
" information and technology for agriculture. ' |

The fink between macroec@wmic problems and Project Implementation in market-oriented
economy is described in Figure 1.
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2. :Direct Countermeasures for the Agncu!lural Sector
As for the direct countermeasutes for the Agriculture Sector in gene:al thc follomng 6
' coumermeasures are necessary to 1mplcmcnt for the agrlcultural ;cform, '

a) Establishment of Clear Agricuitural Land Property nghts.

Major problems and confusion of Bulgarian Agriculture is. caused by the curretit state of the
system of land ownershlp of agricultural land. At present; most of the restltuied farm land
has only been approv ed to have tempormy use rights, and most of the new ‘oW ners” have riot
yet established their propeity ng,hts to their land. - In'Nov. 1996 the Agnculutrai Land Lease
Act was announced. Currently land Tleases are usually for one year in Iength ts
implementation will improve the situation with regard to leas_es and tenancy conditions and
should therefore increase both-the cullivation arca and (he land beind farmed by private
farmers. - But the basic problems will not be solved.  Without clear property rights, the
fol]owing problems c¢an be seen: ' ' '

1. Fanmers lack incentives to engage in and promote égricuhﬁ"réal production without land
ownership; o '

2. Due to the temporary use right, farmers do not have mcenm es to investment in thelr
farm land, their buildings, their fivestock or their machmery

3. Due to lack of clear title and property rights to their land, there is no secunty for capital
investments.

4. After the establishment of the land ownership, there are stil problems because on any
one farm, the land is scattered in several placcs. Regulations and govemmental
organization ta proceed to the next stage, land cbnso]idation,' will be import*an_t.

5. In order to increase the average land holding size and farm management size, a tand

“market act and the organization to take charge of the iinplementation of the act will be o '

required.

b) Provision of Ag’rimlmml Credit. :

When the property nght for the farm land has been established, farmers will have more
incentives to invest in their fann land. It will be nécessary to prowde an agncullural credit
system with reasonable interest rates to promote the mvest_mem for their faqh_tles_and farm
- machinery. ' o |

¢) Rehabilitation of Infrastructures.

In order to promote the farmers incentive to producc pro{' table crops and increase the quality
of the production, diversification of the farming system will be necessary.  On farm irrigation
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facilities need to be readjusted to nicet with the new farm sizes, the areas urider cultivation
and the types of crops.  To promole the establishrent of the Watcr Users Association and
to facilitate easier operation and maintenance, measuring devices wilt be required. The on-
farm irdgation system networks were designed for large (1,000 ha plus) cooperatives, not the
cmerging private farmers,

d) Establishment of New Private Farmers Organizations with Multiple Functions.
The c'urrcrit farmier organizations are frequently simply p.'roducer unions. It will be necessary
10 cstablish new private farmers organizations to promote compelilive market oriented
agricultural production. - The new organizations should include not only producers unions
but also organizations functionitig on the basis of the principles of conipetition, as well as
markctihg and credit functions. Tt will be necessary to provide regulations and take actions
to nurture and develop these new autonomous equitable organizations.

¢) ln_lproven'lent of Institution and Extension Services to Encourage Diversified
Agricultural Production Sys(ém.

Establishment of new instilutions, and reinforcement of the extension scrvice and information
system networks, will play a very important role. The institutions are key to offer incentives
for the farmers to iniprove quality and, introduce diversified agricultural production systems
to meet with the cnlefgialg consunters needs and to select and produce marketable crops for
both the domestic and export markels.

f} Export Oriented Agriculfural Enterprises. -
To ntove from a “quantity” to “quality” oriented the agricultural production system,:it}\}ili be
necessary to introduce and provide regulations and standardization of quality control, grading,
ranking of quality of their production.  Accelerating the privatization of the food processing
industries, rehabilitation of their facilities, impro'vémenl of their nianagemem'are important to
upgrading the production systems to meet with the requirements of the international markets
will a2lfow the déveiopmem and promotion of export-oriented agricultural production.

Project Components
- Inaccordance with the basic concepts, the following six components have been selected for

the Pilot Project implementation.  The inter relation among these components and related
~ factors are diagramed in Figure 2.
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(1) Enco'uragemeni of the New Farmers’ Organization. :

The poputation of the Bulgara is now reducing about 1.5% on an annual basis due to low
rate of bith  In the rural area, younger gerier'ations’; tend to teansfer to the urban area.  In
the Nova Zagora area the population is reducing about 50%ina year. - Oh the basis of the
trend analysis of the population in the area, about 22% of the poputation will be reduced
during 10 year p'erio’d in the Nova Zagora Municipality.  As a result, the number of farm
households will be reduced in the future. Promotion of rural agricultural development is vital
to attract the younger generation in agriculture.  However, due to the reduction of numbers
~of the farm household 1t is necessary toincrease the size of farm land area per houschold and
the number of full-time farniers. _

In the Project Area, more than 70% of the land is owned by absentee owners. - Due to such
land holding conditiois, the management of cultivated land by farmers is complex. At present
about 70% of total project arca has been managed under the farmers’ cooperatives.

Sonie of the cooperatives managed and controlled by a group of several managers, simifar to
the fonmer collective farms,.. Under this complicated background, existing: fanners’
| cooperatives based on the old collective structures, land holding systems and system of land
restitution, the farmers do not have incentives to produce agricultural products.  In the
future, the farmeis’ cooperatives under the old type will likely dissotve and lands will be
returned to private farmers. It is estimated that about 40% of the total project area (from
the 70% at present) will be managed under the fanners cooperatives.  The numbers of the
private farmers will be increased and the fani management size per houschold wifl be
increased in future.  Accordingly, reorganization of the private farmers will be formed ‘as
leas¢ and pariner re1atidnships. - The new type of the private farmers organization should be
encouraged requiring not only producers association but also distribution and marketing,
credit and farm machinery. Technical assistance will be proposed to assist in restructuring the
existing organizations and»creaiing'appropriaté new ones, that operate as autonomous,
" cquitable orga'nizalions,

(2) Strengthening the Extension Service Office

a) Establishmeat of Agricultural Machiuery Workshop'

Large scale agricultural maclunery is now used, and is a remnant of the former col!eune
‘farms adopted to large scale farming systems. © In the future, it will be necessary to provide
- smaller scale farm machinery for private farmers managing medium-scale farming of about 40
ha, ‘However, the’ present economic situation will not support the purchase of this -
machinery by private fanhers themselves without financial support such as agriciﬂ!ural credit
or loan. Therefore, a farm machinery center (together with repair and spare parts éhops) is
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“proposed “within the extension service ceénter in' the Nova Zagora Municipality. “The
- management will be through a leasing system. : :

b) Strengthen the Supporting Services for Horticulture;
In order to activate and accelerate market oriented agriculture, it is planned to utilize the on-
going wholesale market project for Horticulture. The market will be established in Sliven and
Stara Zagora supported by financing from EBRD/GTZ. Cullivation o_fhonicullilfé requires
“tabor arid high cost input materials, but may be profitable for farmers” income (High input but
high return).  Since '.ihl__roduction_ of ‘suitable size of farm machinery has been plannied,
mechanized farming systeni for horticultuiré can bé altaiied. Unemploynient is high,  and
employment opportunities will be offered i the region by me'.aﬁs of introducing selected Yabor
intensive agriculture. [t is necessary to strengthen the supporting services of the horticulture
cultivation to the farmers, and re-establish Processors to serve as major purchasers.

¢) Settlement of Demonstration Plots; o _
The main purpose of the extension service center is to support ‘and diffuse agricultural
technology to the farmers. . In order to supplement and stréngthen the effect of diffusion of
the fanming technology, demonstration plots in key wllagcs are necessary to demonstrate new
skills to the local farmers. '

(3} Establishment of Agribusiness Information Center (ABC)
In order to encOuragc and accelerate the farmers’ wiHingness to'panicipafe in the market
oriented economy, it is imporiant to offer suflicient information related to their agncullural :
production.  Prices and quantities of the agricultural produchon are very nnportant for
- farmers, especially precise and timely information about the wholesale market i in Sliven in
order to encourage the farmers’ direction to the market ontented economy.‘ The information
center will introduce an on-line coinputer system 10 link existing MAFI database systems, and
offer information to the farmers.

In order to activate the ABC, fanmers require data on ‘their agricultural performance,
information on supporting services, and irfigation supply: schedules from I'SC-.-lx:gal advice
provision is also important. Recently, agricultural land lease act has been enacted and water

users association act is under preparation.. The contents; operation and new ‘opportunities |
presented in the acts will require interpretation. For instance, no water users associations are
cegistered, so the information and advice of r’egistrétion sj'steni is very 'in'\porta.nl to
encourage and promote the establishment of WUAs.  Also, guidelines and procedures to
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apply for credit is Very important.  These information will be offered through published
paper of radio, and semiiars and leclures will be held in the center or within villages.

(4) Improvement of Distrioution and Marketing System

At preseit EBRD/GTZ is supporting the rehabilitation of wholesale markets for horticultural
crops. The first phase includes four project sites in Sliven, Stara Zagora, Haskovo and
Plovdiv. * In order to activate the wholesale markets in Sliven and Stara Zagora, highly
- profitable horticultural crbps; espé_:cia!ly vegetables and fruit are encouraged in the Project
area. Under the co![ec;ive-faﬁﬁ system, a large cooling facility was built in Korten.  This
facility can be utilized as a collecting point for végetables and fruits with additional facilities of
grading and packing equipments and forklifts. Introduction ofa quality control and grading
system will support obtaining better prices for produce sold in Stiven, Stara Zagora, and other
markets. :

The cereal crops are the main crops in the Project area, but the on-fann storage facilities are
not sufficient. At present the harvested grains are brought to the milling factory directly
without contiolling the quality. The production of cereal crops is expected to increase,
therefore, additional storage facilittes wall be required.

{5) Improvement of Water Management Structures and Establishment of Water
Users’ Associations
Under the World Bank Project, the restructuring of the irrigation system is being encouraged
through the transfer of imgation management and operation and maintenance to farmers. The
program also sceks to improve water delivery and application eﬂiéiency' by means of-
organizing Water Users Associations across the country. - No WHUAs are established in the
" Project aréa up to now. Coordination with the on-going World Bank project is encouraged to
- establish the WUAs in the Project Area,

In'order to improve water management conditions in the project arca, water managerent is
necessary to encourage and strengthen both of facilities and organizations involved. This
capacity building will focus on ISC from supply side, and farmiers from the usérs side.  The
Nova Zégora"h1unicipality needs to participate in the water management system and
coordinate with ISC and WUAs, *In order to aclivate and accelerate the irfigation water
utifization and autonomous manageiment of the on-fanm irrigation facilities, WUAs are
important within the irmigation network.  ISC Sliven oftice is well placed to give advice on
the establishment of the WUAs if accordance with the Water Users Act prepared by MAFL
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(6) Rehabilitation and lmprovement of the Irrigation Facilities

~ * No major reconstruction is planned under the irrigation rehabilitation, however repau‘ of

parts of the network and sonie improvements of on-farm facilities is proposed. - In those
limited areas where the farm management unit is smiall, supplements the on-farm network
may be nccessary. Water méasurement devices will also be installed. All these
unprovemems will be supportive’ of ISC Sliven’s goal of rational -and economic
management of their irrigation water resources. The- majon!y of the pmject area 1s
likely to be operated in large management units, growing pnmanly dry fand winter cereals,
with some’ tmgaled forage, maize and fleld végetables. - ISC Sliven is encouraged to |
operate as a regional authority, with the ability to ncgollatc appropriate arrangements for
the pricing and delivery of water to the different kinds of WUA's. Successful client
orientated relations will attow 1SC :_Sliven to expand its irrigation acreage, improve water
use efliciency in the pilot area and thus increase both the quantity and ‘quality of the pitot
project area’s agricultural production. |

Prioritizing Components

~ {1) Establishment of Agri-Service Cenler

Considering the present agricultural crisis in Bulgaria, it is important to seek quick yiclds
with comparatively small invesiments. Priorily among the 6 con'lponenl's is given to the
establishment of the Agribusiness Inforntation Center and the Extension Service Oftice
especially Agricultural Machinery Workshop. In order to activate and eﬂ”r(fi_ent ‘guide for
the farmers, it is proposed to combine these two components at one place and named as
“Agri-Service Center”.

- The staf¥ for the ABC will need high knowledge of the computenzed data-base system,

- eflicient management technology for data collection and experiences in marketing, farm

management ¢tc.  The success of the ABC will rely on the ability of its stafl in sens¢ of
special training over a long period prowded by experienced in field experts. “The initial
investment cost will not be large but the knowledge and tcchnology will be crucial. The
selection of the staff and their training should be seriously conducted.

: Strengthenmg the Extension Service Center, especially ‘introducing ' the agrrcuhural
niachinery, will yield results of the private farmers.  The economic conditions in the
foreseeable future .will not allow individual farmers purchase agriculiural m'achinéry.
The machinery can be purchased by the project under Extenston Service Oftice :and'then
leased to farmers in order to repay some of the cost.
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(2) Necessily of Foreign Experts for the Agri-Service Center

As the urgent countermeasure, establishment of Agri-Service Center, which is combined
with ABC and Extenston Service Oftice including Agricultural Machinery Wo:rk'shop, has
been proposed. At the initial stage of the Agri-Service Center, it is very important to
have staffs who have suflicient ability and knowlcdgc for the operation and management
of the Center. It will be recommendable to dispatch experienced a few experts at the
- initial stage for a few yeats, 1o train and guide the local staffs in order to give sulicient
knowledge for the-opérélion and management of the Center by themsclves. 1t is
expectéd 1o exhibit sufticient effect from the beginning of the operate of the Center by
dispét’ching: the experienced éxpens and at the same time the local stafls can be trained
" thiough on the job :tr'aining Sy'stehl. ‘As for the urgent countermeasures, dispatching
experienced experts will be a key point {0 bring the success of the Agri-Service Center.

Project Cost
The project cost includes construction cost, equipment procurement cost, engincering fee,
VAT(22%), land acquisition cost, contingency and price escalation(6%/year in US$ base),

and estimated by USS$ at the exchange rate of 1US$=224.3 Lev as of October 1996.

Table of the Project Cost

 {unit : US$)
- Componentis Local Cost  :Foreign Cost To'lal Cost
(1) Agribusiness Infor_mation Center 349,000 283,00:01 - 682,000
and Extension Seivice Office

(2) Agribuhural Machine Workshop 1,841,000 3,108,000 4,950,000
Sub-total {1) & (2) as Ag(i-Se'rvice Center 2,237,000 3,392,000 5,629,000
3) On-f-"arm_ Storage Facifities 1,935,000 328,000 2,263,000
(4) Korten Collecting Point | 260000 . 360,000 628,000
(5) Rehabilitation of Irigation Facilities 7,875,000 1,139,000 9,014,000
: Totat 12,319,000 5,219,000 17,538,000
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Economic Evaluation

For the evaluation of the proposed project, economical internal rite of return (EIRR) is
calculated. The costs comprise the project cost and operation and maintenance cost of
facilities and equipment.  The local currency pomon of ﬁnancial value estimated above:
are converted into economic value using the standard conversion factor (SCE-) of 0.91,
but the purchasing cost of the agricultural machinery of the componerit of Agricultural
'\1achmery Workshop in the Extension Service Office is excluded. because the cost is
already inctuded in-the deprecuatlon cost of the crop produclmn “The benelits: arc
focused on crop yteld increases by implementation of the project comparmg with’ the
‘without’ conditions. - The current market prices of agriculiural produite do riot reflect to
real economic situation in Bulgaria. * International prices indicated in ‘Word Bank’s
publication are referred as real farmgate prices. -Consequently the proposed project
would bring EIRR of 24.4% with the Net Present Value (NPV) of 3.79 million USS,
which can be evaluated as feasible, highlighting the high development potential of the area
and the sector. '

CONCLUSION AND RECOMMENDATIONS

(1) Anearly implemeﬁtélion of the Project is Strongly r'ecommt_:ndéd in order to support
rural development and thus contribute to the development of the regional and nation
~as a whole. The field studies, intcrvicws and analysis of data, along with the
economic crisis facing the nation is weighted in this report and spurs the need for
action.

" (2) The Pilot Project is meant to be a model area in Bulgarian agriculture that requires
a diffusion of the results of the Project to the other areas. :

(3) Amoiig the 6 project components, priority on the establishment of “Agri-Service
Center”. This combines the Agribusiness Information Center and Iixtension Service
Oflice including Agricultural Machinery Workshop and pronises good results yield
with comparatively smail investments. ~ The fina! location of the 'Agfi-Sén'icé Center
and personnel for management and operation will need to be discussed in detail with
the Nova Zagora Municipality and MAFI, though the concept was approved by the
Mayor.
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)

Among the components of extension service, distribution and marketing and
establishmient of WUA, there are on-going similar projects financed by international
agencies, such as EC-PHARE, EBRD/GTZ and World Bank -It is impostant to
¢oordinate with such international agencies and related local organizations.

Since the Pilot Project Area in the Nova Zagora M3 Canal Area is a part of Sredna
Tundja Trrigation Acea, establishment of water management structure in the Pitot

“Project Area r'equirés' coordination with other irrigation block such as Nova Zagora
M2 Canal Block, Binkos Marash etc., especially to address water distribution from

the Jrebchevo Dam,

31






TABLE OF CONTENTS

LOCATION MAP

PETRICH STUDY AREA MAP

ROSITZA STUDY AREA MAP

SREDNA TUNDJA STUDY AREA MAP

NOVA ZAGORA M-3 CANAL PILOT PROJECT AREA MAP
EXECUTIVE SUMMARY

TABLE OF CONTENTS

ABBREVIATION AND TERMINOLOGY

PART1  NATIONAL BACKGROUND OF THE STUDY

TABLE OF CONTENTS fFOR PART |

CHAPTER 1. INTRODUCTION ...t o O B
1-1 Background Of the ProJECL........oovu. oo eeee et ereeeeees s eneee e, PRI &
1-2 Objectives of the Study ................... SRR SO I-1-1

© 1-3 Management of the Study and Related Organizations ... |-1-1

CHAPTER 2. NATIONAL BACKGROUND......cccccvieiiveiinnenciinens feeteterenisensaennieesin [-2-1
2-1 Nalural and Physical Conditions............ccoceee oo, oo il 1221

' 2-2 Social Conditions............ SN et e, U OO &5 3

+ 2-3 Macroeconomic Conditions.........ccce v ioveirenane e e e 124
2.4 Agricultural Conditions............. eveere e ries e et e s ienen s ens et eaaene e e e 29
2-5 Infrastructure............cooeiieen, (SRR U ROTOTRPR PO e e 1-2-26
2-6 Environmental Management of Natural Resources............... e I-2-29
2-7 Related On-going Projects.................... verieeenian iereorerien e R 1-2-31

'CHAPTER 3. DEVELOPMENT POLICIES OF THE COUNTRY .......... sierrerernene lf3_-1' L
3-1 Macroeconomic Frameworks .........ccoooeveeviiviveeecn i, st '..._..'...7..'...'.'1-3-1 :
3-2 Privatization POlCY ..., SRS . N

- 3-3 Agricuiturat Development Srategy ..o i weierioreenn 1-3-6
3-4 Infrastructure Development POlicies ... . [-3-12
3-5 Environmental Strategy for Development ...............ccooii i |-3-13

(b



PARTH  PLAN FOR THREE STUDY AREAS

TABLE OF CONTENTS FOR PART Il

CHAPTER 1. THE STUDY AREAS ...oovvveriviiiriniiinniisanesnesssns Seeesisnesdibiineriane 11
1-1 Geographical Conditioris of the Study Areas.................... e i-1-1
1-2 Petrich Study Area ..., e e | B B
1-3 ROSHZA SUAY Ar8 ... e e e -1-15
1-4 Sredna Tundja Study Area...................... e e eri e e 141434
41-6 Rural Society and Farm ECONOMIC SUIVEY..........co.vooeeoeereee oo ennon. li-1-52

CHAPTER 2. FORMULATION OF THE STUDY AREAS .....coonvveerrrrseciviunsnrenns H-241

2-1 Key Issues of the Study Areas...........cooocveroccriveoeeoes s et 1-2-1
22 Master Plan Formulation ... e i-2-8
2-3 Criteria for Selection of the Pilot Project Area ... n-2-13
CHAPTER 3. MASTER PLAN FOR THE STUDY AREAS ......ccoevvererransivssrennes -3-1
7 341 PUIC SWUAY ATBA ..ottt r e es e een e eme e -3-1
3-2 Rositza Study Area ....... FOTTRER et U TR . A1-3-10
3-3 Sredna TUNGIE SWUGY Ar€Aa........coooiooooeoeoceeee e e S11-3-19
 CHAPTER 4 SELECTION OF THE PILOT PROJECT AREA........ccoevvrverinn o li-4-1
" 4-1 Selection of the :Sludy Areas : First Selection........................ AR IO -4
4-2 ‘Selection of Potential Blocks : Second Selection .........c....ccocevrvieernrnnnens I-4-7

" °4-3 ?Economic Evaluation of the Potential Blocks : Third Selection................ I-4-8
4-4" Selection of @ POt PrOJECLATE ......v.ooeevieeeeeeeer s eeeseereeesereeens 1-4-14

@)



PART it PLAN FOR THE PILOT PROJECT AREA
TABLE OF CONTENTS FOR PART Il

CHAPTER 1. EXISTING CONDITION OF THE PILOT PROJECT AREA........I“-1-1

1-1 Location Of the ProjeCt AT€a... ... iciicecesreeecee et ee e -1-1
1-2 Natural and Physical Conditions ...............ccoooiiiees e s -1-1
1-3 Economic CondiionS ... e ti-1-2
1-4 Social ConditionS .......oovvir i et e i-1-8
1-5 Agricultural Condition..................cccccvvereens ttesbenraenee st e e s e f-1-13
16 Infrasltructure Conditions.......... F T U ST SRS PRSO (11-1-24
1-7 Environmental CORAItiONS ...........ococovviveeiicei oo -1-27
CHAPTER 2. FORMULATION OF THE PROJECT AREA.........ccoivnvinnncrninnna 1H-2-1
2-1 Basic Concept of the Development of the Pitot Project Area................... Hl-2-1

2-2 Project COMPONENtS...........oooiiii s i-2-6

CHAPTER 3. DEVELOPMENT OF THE PILOY PROJECT AREA ..o HI-3-1

3-1 Development Pian for the Pilot Project Area...........ccc.coueeeee, JRORRI || B< 5y
3-2 Cost ESMation ... .ccoooovoves oo e et ..11-3-36
CHAPTER 4. PROJECT EVALUATION ..ottt riaeniseastemseseenssest s Hi-4-1
4-1 Methodology of the Project Evaluation...................... et 11555 I
4-2 Evaluation of the Pilot Projecl Ar€a ... ivcuecceeeeeeena e s ~-4-4
4-3 Intangible Benafit................... bt SOOI RPN || B
'CHAPTER 5.  CONCLUSION AND RECOMMENDATIONS .....ccovecivnecensissvinnsie [t-5-1

o)



Abbreviation

ABC
AECD
AEI
AGI
- AMF
AMIS
APC
APF
BGL
BNB
BSP
cc
CCB
cCcuU
CEEC
'CEFTA
CIs

CM
COMECON
DZI

EAP

EBRD
EC-PHARE

EE

Abbreviation and Terminology

Agribusiness Center (Agribusiness Information Center)
Agency of Economic Coordination & Development
Agrocconomic Institute

Agrovod Invest Lid

Ameriolation Fund

Agriculture Marketing Information Service
Agriculure Producer Cooperative

Agriculture Producer Fund

Bulgarian Lev

Bulgarian National Bank

Bulgarian Socialist Party

Consumer Coaperative

Centra! Cooperative Bank

Central Cooperation Union

Central and East European Countries

Centra} European Free Trade Association

' Commonwealth of Independent States

" Council of Ministers .

Council for Mutual Economic Assistance

Governmental Insurance Institute

- Economic Active Population

European Bank for Reconstruction and Development

European Communities - Poland and Hungary Aid Restructuring Economy;
Programme of Assistance Extended to all CEECs

‘Bastern Europe

" ‘Furopean Free Trade‘Agrcemelit

Europe Union

- Food Agriculture Organization, United Nation

Gross Domestic Product

Government of Bulgaria
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GIZ

IEE
IEME
IHA
1IDR
IMA
IMF
1ISC
JEB
MCA
KZ
LAO
LPAP
MAFI
MCM
MLSW
MOE
MOED
MOF
MOI
MOT
MTFC
MTS
NASS
NCOW
NEP
NSI
O&M
PRA
RIDHE
SAPI
SCF
SDR

Gesellschaft fiir Technische Zusaramenarbeit
(Society for Technical Cooperation)

Initial Environmental Examination

Institute of Farm Mechanization and Electrification
Institute of Hydrotechnique and Amelioration
Institute for Iirigation, Drainage Research
Ierigation Management Agency

International Monetary Fund

Irrigation Systents Conmipany

Japan Embassy in Bulgaria

Japan International Cooperation Agency
Collective Farms

Local Advisory Oftices

The Law on Protection of Agricultural Producers

~ Ministry of Agriculture and Food Industry

Million Cubic Meter
Ministry of Labor and Social Welfare

' Minislry of Environment

Ministry of Economic Development
Ministry of Finance

Ministry of Industry

Ministry of Transport

" Ministry of Trade and Foreign Ecoriomic Cooperation

Machinery and Tractor Stations
National Agricultural Advisory System
National Council of Waters

National Economic Program

- National Statistical Institute

Operaiion_ahd Maintenance

Privatization Agency

Research Institute for Ireigation, Drainage and Hydraulic Engineering
System for Agricultural Information |

Standard Conversion Factor |

Special Drawing Rights
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SOE State-owned Enterprise

TBF Tabacco Fund
TC Trade Cooperatives
TKZ Labour Cooperative of Agricultural Firms
TIR Transport International Routier
TPK I.abour Production Cooperative
UBB United Bulgarian Bank
UDF Union of Democratic Forces
UNDP United Nations Development Program
USAID United State Agency for International Development
VAT Value Added Tax
VPE Vodproject EAD
wB World Bank
W/G Working Group (Member of the Bulgarian side counterparts consist of the
. staff in the MAFT and ISC)
\WSM Wholesale Market
| WT0 World Trade Organization
WUA - Water Users’ Association .
WUO - Water Users’ Organization

wuu " \Water Users’ Union

Currency (as of October 1996)

Lev _ Cu_rren_cjr Uni!bf Bulgaria
C o USS1.0=1lev2243

ECU ' _Currcnby Unit ‘of European Unian
US$ 1.0=ECU 08

uss US$10=¥11078

Unit of Measurcnrent -

e, - decare
' ' tdec.=00ha [
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Background of the Project

The Final Report for the Feasibility Study on the Project for Agriculture Reform in Bulgaria
was prepared on the basis of the Scope of Work attached in the Appendix N-2.  The
Scope of Work was agieed upon and signed between the Ministry of Agriculture and Food
Industry (MAFI) in association with the Irrigation Systems Company (ISC) of the
Government of Bulgaria (GOB) and Japan Interviationat Cooperation Agency (JICA) of the
Government of Japan,

The agricultural sector is of critical importarice to the economic development of Bulgaria,
and its promotion and reform is an important component of the nation’s successful

“adaptation 10 a market-oriented economy.  Economic reform effoits were, and contiriue to

be implemented. In 1994, GDP growth was 1.4% per year. In July 24 1996, the

‘International Monetary Fund (IMF) disbursed the first $115 million trance of the funding

arrangement approved for Bulgana.
Objectives of the Study

The objectives of the study are: : -

1) To survey the agricultural development in three Study Areas, Petrich, Rositza and
Sredna Tundja, and to sefect one as the priority project area for a feasibility'ét_udy.
This study s designed to support the restoration of Bulgafiah agriculture in a market-
oriented economy in accordance with the Scope of Work agreed between MAFI and
JICA. '

2) To carry out technology transfer to the Bulgarian counterpart personnel through on-
the-job training during the study, in the procedures of Project planning and formulation
in each specialized field.

Management of the Study and Related Organizations

Work Schedule

The Study has been conducted according to the following two phases and each phase
consisted of field works in Bulgaria and home oflice works in Japan.  The assignment



(1)

a)

b)

schedule of the JICA Study Team together with the report subnussmn of the study are
shown in the Appendlx N-4.

Phase | - Year 1 (Fiscal Year 1996)
Study Preparahon May 30to June 5, 1996
As an initial step in study preparatlon, the lncepuon Repon was prepared for re\newmg the

study implementation plan, and early explanatory meelings with MAFI and the Working
Group had sought consensus on strategy for implenienting this study.

Field Work (1) ; June 9 to August 29 1996

‘The first field work had obtained a sound understanding - of national agnculiural sector
‘priorities while completing a first-hand picture of conditions in each of the three Study

Areas, Rural Socio-economic Survey héc_l been conducted on total 400 f_‘ama households
of 100 in Petrich, 150 in Rosilza and in 150 in Sredna Tunja by random sampling methods.

‘The Progress Report (1) at the end of the field work had been prepared and a selection

chteria of one Pilot Project Area had been studied,

Home Office Work (1) ; August 30 to September 28, 1996

The Master Plan studies had been made for the three Study Areas and in accordance with
* the selection criteria for selection of one pilot area for the F/S in Phase I1, and finalized the

~ selection of the Pilot prefecture in Nova Zagora M3 Land Arca. ~ The results of the study

- are incorporated in the Interim Report.

@)

'Phasc Il - Year 1 (Fiscal Year 1996) |

Field Work (2) ; November 2 to December 16, 1996
At the beginning of the second field work, the results of the Interim Report have been

~ explained to the W/G and the concepts have been approved and obtained the agrecment.

The’Feaéibility Study of the Pilot Project Area had been conducted to survey farm

- management definition, water management issucs, agricultural mechanization and agro-

- processing industries in the setected pilot area of Nova Zagora M3 of Sredna Tunja.  Also,

the marketing and support service plan recommendations, infrastruclure requirements,

- operation and maintenance concerns, farm organization sirategies (producers associations
- and water user organizations) and environmental considerations had been studied.  The
“Progress Report (2) had been prepared at the end of the field work.
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Home Office Work (2) December 17, 1996 to January 16, 1997

The F/8 for the proposed project containing ; a) estimation of project costs and
directfindirect benefits, b) ¢ establishment of management model,. ¢) economic analysis by
economic internal rate of return, d) income and expenditure plan evaluating investment
needs by term length and operating expenses, €) implementation plan and f) final policy and
institutiona! recommendations had been carried out.  The results of /S and the studies in
Phase 1 and 11 had been compiled into the Draft Final Report. - The Drafi Final Repoit has
been sent to the 'Bu]gari'an Government and submitted to the W/G.

TField Work (3) : March 3 to 14, 1997

The Draft Finat Report has been explained to W/G, MAFI, ISC in Bulgaria and refined with
their conscisus on the sector strategies. The comments from the W/G for the Draft Final
Report has been incorporated in the Fianl Report.  The member of a part of W/G has been
changed in accordance with the political changing of Bulgarian situation.

Year 2 {Final Report) - Year 2 (Fiscal Year 1997) : Mid of April, 1997
The Final Report has been completed after making amendments to the draft on the basis of
the comments from W/G. '

List of Members Assigned for the Study
Bulgarian Side

Phase 1 & Phase Il (June 1996 to January 1997)

~ The Bulgarian Advisory _
Mr. Dimo Uzunov First Deputy Minister of MAFI
Mr. Emil Betzinsky Head of International Cooperation Department, MAFI
The Working Group :

Mr. Georgi Spiridonov Chief of the Working Group
Chicf - Plant Production Division, MAFI

Ms. Ani Yamakova Expert - Information Division, MAFI _
M. Orlin liliev Expert - International Cooperation Division, MAFI
Mr. Kalin Andreev Expert - Irrigation, MAFI o .

Ms. Miroslava Georgieva - Head - Economic Regulation Division, MAF[

Ms. Liliana Karafisieva ~ Executive Director - Irrigation Systems Company
Mr. Valentin Slavov - Senior Expert - Irrigation Systems Company

- 1-1-3



b} During the Draft Final Repon. Explanation (Maich 1997)

The Bulgarian Advisory : _

Mr. Hasan Ali Deputy Minister, Ministry of Agriculture and Food Industry
“The Working Group :

Mr. Valeri lliev Chairman, MAFI Working Group

Head of Section, Plant Growing Departnient
Ms. Miroslava Gueorguieva  Head of Economic Regulation Section, MAFI

Ms. Elena Gugulanova Chief Expert - International Cooperation Study, MAFI
M. Kalin Andrecv Expert = Plant Growing Department, MAFI -

Ms. Anna Yamakova Expeit - Infonitation Department, MAFI

Ms. Krassimira Stoyanova  Expert - Legal Depariment, MAFI

Ms. Lifiana Karafisieva Executive Director, ISC

Mr. Valentin Slavov Head of Division, ISC

(2) Japanese Side
Embassy of Japan in Bulgaria :

~ Mr, Masatoshi Sato First Secretary - Embassy of Japan in Bulgaria
“The JICA Study Team:
'Mr;_' Toshimasa Kobaya’shi Team Leader 4
" Mr. Nobuhisa Asano Expert on Macroeconomy
Mr. Yoshihiro Uchida Expert on Agricuttural Management & Credit
© - Mr. Myles Elledge - Expert on Organizations & Institutions
~"Ms: Naoko Toriuni Expert on Marketing ' =
MrJ onathan Greenham Expett on Agronomy
Mr, Hiroshi Kondo " Expert on Agricultural Infrastructure
-Mr. Tihomir Katardjiev Expeit on Rurat Sociology
Mr. Yuji Aoki Expert on Project Evaluation
Mr. Mahbub Reza Expert on Environment
- Mr. Seiji Miyamoto Expert on Design & Cost ES!imaiion
‘Advisory Commiitee of JICA :
Mr. Osamu Koyama Chief of Project Advisory Committee, JICA
Mr. Ryoichi Nakasato Member of Project Advisory Committee, JICA
M. Katsutoshi Saepgusa Member of Project Advisory Comumittee, JICA
Mr, Tetsuo Iwasaki Member of Project Advisory Committee, JICA
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"

MAFI

Government institutions responsible for management of the agricultural sector, like the
economy as a whole, are in a state of transition.  Analysts link poor agriculture sector
performance to prevailing institutional ambiguities in Bulgaria, as institutions and
organizations are ‘central to defining roles and tesponsibilities to staucture “attractive
incentives for economic performance. - Indicative of the change, an organizational chart for
MAFI as of May 1996 is shown in Figure N-1-2, Appendix N.  However, this structure
was likely to change again in late 1996.

Reliable information and bankable statistical data on the structure of Bulgarian agriculture
as of June - August 1996 does not exist.  Over the last five years, a series of administrative
reorganizations has created new national, régional and local structures and a series of top-
fevel Minister changes in MAFIL.  This transition of administrative structures is unable to

keep up with the informalily of new farm organizations.  The statislical services are unable -

" - 1o keep pace with the evolving structure of farming and government administration. Data

(2)

quality is suspect, availability is limited, and the administrative structure for collection of
new data is not in place.  Rapid changes in the land ownership and land use pattems
aggravate the ability of a rolling administrative structure to collect data on agriculture sector
activities.

MAFI reports formally to the Council of Ministers, the principal body for policy making
under the Bulgarian: Parliamentarian form of 'govemmenl.: 'MAFI is responsible for
agricultural sector policy, including the food processing indusiry that GOB transferred from
the Ministry of Trade and Industry in 1994.  The country is diﬁﬂed into m_'jw administrative
regions (oblasts in Bulgarian) and further divided into municipalities. GOB  appoints
regional administeative teadership, and the regional government mirrors the national level
struciure of Ministries.  Municipal leadership, a mayor, is popularly elected. |

- Governance of lrrigated Agriculture

Direction of irrigation management falls within MAFI stricture, via its staff concerned wilh
crop production.  In addition, institutions dealing with irrigation are found at the national,
regional and local level.  The National Water Councit is the policy level organization
responsible for éulhon'zing water use.

The Agriéultural Fund and the Amelioration Fund are the two principat pools of investment
funding for agricultural aclivity, including irdgation.  MAFI's Investment Policy



Dcpamnent takes the lead responsibility for guiding the prionitization and allocation of the
funds of the Amelioration Fund. While the funds of the Agricultural Fund are gmdcd and
allocated by the board of managers of the Fund the distribution is trusted to the manucipal
and regional structures. :

- Agrovodinvest is the principle investment policy making unit for investments into water
management structures and design of i irrigation facilities. + Agrovodinvest wilt be a ¢ritical
link in defining invesiment pohcy priosities in the lrngatod agricullure sector as it assumes
responsibility for taskiig all projects.  MAFI’s Investment Policy Depaﬂmenl formally
- directs all imigation-related investment lhrough Agrovodmvest. Tt is critical that
implementing arrangements for irrigated agriculture investments recognize thése prevailing
management structures and incorporate MAFI and Agrovodinvest in forward planning,

ISC is a joint-stock company established in 1993.  The State and MAFI wholly own ISC,
and 1SC has served as the principal counterpart after MAFI for HCA study team. - ISC is
responsible for maintaining main irrigation and drainage facilities.  ISC is based in Sofia,
staffed by water management specialists and has largely assumed a day-to-day managenient
role of the use of irrigation facilities including their operation and maintenance and the
collection of water user fees.  ISC, with the advice of the World Bank, has also taken
responsibility for encouraging the registration of Water User Asscciations (WUAs).  ISC
has a network of twenty branch offices across the country, but these do not correspond to
the nine administrative regions or prevaﬂmg municipal. structures. - ISC inslitutional
capacity and interest vary at each of the branch offices.

Additional important organizations under MAFI involved in irrigation management, besides

ISC include:  Vodprockt {design company),- Vodnostopansto (construction company) and
Agrocomplect (construction company). At the local level, cooperative roles are defined
between ISC and these other state irrigation engineering companies. Several private
construction firms are emerging, which work cooperatively, and at times competitively, with
these State imigation construction organizations. Those organization charls are shown ‘in
Appendix N-1.

I-1-6
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Natural and Physical Conditions
Location and Topography

Bulgaria occupies land in latitude 41°14° to 44°13’ North and in latitude 2222’ to 28°37’
East in the north-east part of the Balkan Peninsula.  Bulgaria borders Romania to the north
by the Danube river, Macedonia and Serbia to the west, Greece and Turkey to the south
and the Black Sea to the east.  The nation covers 110,993.6 sq.km including the water
surface of international rivers and istands.  The topography of Bulgaria includes:

Plain " lessthan 200 minalitude ~  3135%
Plateau 200 to 600m 409%
Mountain greater thari 600 m _ 27.6%

There are two major mountain ranges:  the Balkan mountain range (Stara Planina) located
in central Bulgaria, and the Rhodopes mountain range.  The Danube height is located
between the Danube River and Balkan Range, and the Thracian plain is between the Balkan
Range and Rhodopes Range. Most agricultural lands are located in the Daniube height and
Thracian plain.  The highest mountain in the Balkan peninsula is Rila mountain on the west
side of Rhodopes Raﬁge. Rila mountain is 2,925 m above sea level.

Climate

The climate of Bulgaria is in the zone between a continental climate and a Mediterranean

“climate.  The Bulgarian climate can be separated into four seasons; moderate summer,

comparative cold winter, and the transition of these two seasons. Annual mean
temperature of the country is 10 to 13°C.  Annual mean precipitation ranges between 400
to 700 mm. Monthly climate condition of Sofia is tabulated as follows:

Climate Condition of Sofia

Jan Feb Mar Apr May Jun Jul Aug Sep Ot Nov Dec Annual
MeanTemp. C = <15 10 49 102 144 177 200 198 163 106 51 06 99
Precipitation’ mm:- 27.9 355 36.4 500 65.1 676 513 484 353 36 417 449 '542'.7'
R Humidity % 8¢ 78 72 66 68 67 62 61 68 75 83 85 " 92

Source : Science Year Book (Japan) 1996
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2-1-3 Land Use

According to the agricultural year book, land use of the country is summarized as follows:

Land Use of Bulgaria
. Description Arca (1,000ha) Percentage
Total Arca 11,091 100.0
Land Arca 18,035 997
Arable Land and Permanent Crops 4310 ' 389
Permancnt Meadows and Pastures 1,811 16.3
Forest and Woodland 3877 350
Othirs 1,057 .95

Source ; Statistical Year Book of Bulgaria, 1995

Changes in agricultural land use are shown befow.  The table highlights changes from
perennial crops to annual crops, and indicates stable levels of agricultural land.
Change of L.and Use of Bulgaria (1,000 ha)
1975 19% 1991 1992 1993 1994

"Total of Agricultural Land 5935 6,139 6,139 6,159 6,139 6,159
Cultivation Land 3956 3856 3861 4047 4063 4,001

Cropped Arca 3614 3,399

None Cropped Area 449 - 602
GrassLand 278 87 289 291 278 270
Combination [.and 112 204 197 26 - 58 136
Perennial Crop fand T3 296 293 279 244 216
Public Pasturage Land L2015 ¢ L5160 1516 1516 1,516 - 1516

Source : S1atistical Year Book of Bulgana, 1995
2.2 Social Conditions
'2-2-1 Local Government and Administration

Bulgaria has a pobu!ation of 8,459,800 pecople in 1992, The nation is administratively
5' di\id'ecl into 9 regions that are further divided into 278 municipalities {in superscript figures)
- as follows : Sofia - city® (14 % of the total population), Bourgas® (10.0 %), Vama™
© 1(10.8 %), Lovech™ (12.0 %), Montana"! (7.4 %), Plovdiv* (14.4 %), Russe™ (9.1 %),
Sofia® (11.6 %) and Haskovo? (10.7 %). A regional administration, headed by a
governor {appointed execulive), duplicates the functions of the central government at the
regional level, and plays mostly a consultative role.  All regions consist of municipalitics

1-2-2
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(1

(2)

which are local governing units with popularly elected mayors and councils of local
representatives.

Social Conditions

Drastic Change of the Political Circumstances in Bulgaria
Since late 1996 to early 1997, Bulgarian political circumstances have been drastically

- changed and the Bulgarian Sociatistic Parly (BSP) has résigned from the ministerial position.

The following paragraph explain 1he background of this politicat movements,

Since early 1996 B_ufgafia faced on serious economic crisis.  In the presidential election
held on 6th November 1996, Peter Stoyanov from UDF has beaten the candidate of the
BSP and he obtained more than 60% of the votes.  In December 1996, the Cabinet led by
Prime-Minister Zhan Videnov has to be resigned, and people requested a general election as
soon as possible. It was resolved when, under the teadership by President Peter Stoyanov,
the main political parties in Bulgaria reached an agreement on early general elections to be
held on 19 Apsil 1997. A caretaker government was installed under the recommendation
of the President on 12 February, led by Prime-Minister Stefan Sofianski who is the Mayor

- of the Sofia City. The general election has been performed in accordarnce with the original

schedule and UDF has obtained 52% of the seat. - In May 1997, the new Cabiﬁet led by

Prime-Minister Ivan Kostov the leader of the UDF has been started.

-Population Characleristics

Population data is available through 1992 census results Addmonal daia on current
demographic statistics (reports for births, marriages, divorces and deaths) for the
subsequent years are also available. The census of 1992 indicates that the population of

~ Bulgaria decreased by § % compared to 1985,  The indicators of natural mow ement of the

population are also negative, illusirating a decrease of life expectancy for meu,"négalive
natural increase (-3.8 % for the country and -10.8 for rural areas). The birthrate is 9.4, and
the death rate 13.2.

The intensity of the internal (country) migeation for the pen'od betwéen last censuses (1986-
1992) was 39.7 per 1,000 people. "Coinpared with the ten-year period between the
previous two censuses, 1975 and 1985, the intensity of migration decreased two_timics_but _

* compared with the ten-year period between 1966-1975—it decreased four times.  This

decline is greatly associated to the depopulation of rural areas which population in 1992 was
2,783,000 people, nearly a million less than in the beginning of the century.
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Unemploymenl

Unemployment, something unthinkable before 1989, peaked at 20.5 % in October 1994
Unemployment was reported at 14.7 % in October 1995. The highest pcrcent of
unemployed people (37.7 %} is among young Bulgarians between 15 and 24 years of age.
This fact is betieved to contribute to the very high rate of crime (2.9 times higher than the
average for the country) committed by the same age group.  The aver_age'Bmgarian family
member’s real-purchasing power has decreased since 1989 by 49.3 %.  The country has
experienced tremendous changes during last six years, bringing enormous hardship to the
average Bulgarian.

“Education

During 1995/96 school year, 3,325 schools for general education, 128 schools for students
requiring special care, and 535 professional schools functioned in the country. At these
schools were educated 1,190,475 students..  Student enrolitnent has decreased by 15.3%
from 1989/90 to 1995/96 due to the decreasing birth rate.

Macroeconomic Conditions

Economic Development

National Economic Development Program

~ Prior to 1989, the Government of Bulgaria managed the national economy based on five

year-nauonal economic development programs.  However, after the transition to a market-

. oriented economic system, the long term national economic development program has

- existed as a nominal program.  In Septémbef_ 1990, Bulgaria officially affiliated with IMF

and World Bank.  The National Economic Program (NEP) as agreed with IMF, is the

‘major economical development policy program.  This NEP includes a short-term

econonic action plan for the next two years.

" The Government has given top priority to fiscal and financial poticy, such as the reduction

. of the national budget deficit, rehabilitation for stabilization of banking system, and control

“of inflation.  Macroeconomical factors restrict the reconstruction of each sector, including
" the agriculiure.  For example, a subsidy system for agriculture production is not

implemented because of the reduction of governmental expenditure, and the high interest
rate is a strain on agriculture producers and processors.
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In May 1995, the goverament formulated the four-year national program of reform.  The
following objectives were included in the program.

- GDP growth rate equal to 5% in 1998,

- Annual inflation rate equa.l to 12%in 1998, and

- The private sector’s contribution to GDP equal to 60% of GDP in 1998,

1996-97 Economic Program and The International Menetary Fund Strategy
Bulgaria achieved remarkable macroeconontics stabilization in 1995, as inflation fell sharply,
real GDP growth edged up, and the external current account moved into ‘a substantial
surplus.  However, delays in addressing financial probléms in the enlerprise and banking
sectors undermined these results and contributed to the destabilization of the economy.
The slow pace of privatization anid structural reform remain as the major policy problems.

On 19 July 1996, IMF approved a 20-month stand-by credit for Bulgaria equivalent to SDR
400 miltion (about US$ 582 million) in support of the Government’s 1996-97 cconomic and
financial program.  In view of the substantial policy actions already implemented by the
Bulgarian authorities and the couniry’s immediate need 1o replenish reserves, IMF disbursed
the first tranche (SDR 80 miHién; US$ 115 million) in July. However, the second tranche
(SDR 80 million; US$ 115 million) scheduled for September was postponed because of the

slow pace of structural reform such as macroeconomic stabilization, privatization of

enterprises and closing of loss - making state firms and several insolvent banks in Bulgana.

In October, IMF proposed the introduction of a currency board, as used in Argentina,
Estonia, Lithuania and Latvia to stabilize and improve the macroeconomic condition. * At '

. present, negoliations belween the govermment and the ‘.IMF for the establishment of the

currency board is on-going  Information about the schedule for establishment of a
curréncy board; its function and the constitution of the board meimber is not clear,

The macro-economics framework of Bulgaria’s 1996- 97 €COnomiIc program as agreed by

IMF, includes the following objectives,

- achieve real GDP growth of 2.5% in 1997, afler an expected stagnation in 1996;

- sharply reduce inflation from 20% per month to 2.5 % per month by end- 1996, and to .'
1.5% per month by end-1997;

- achieve an exteral current account surplus of 3.1 % of GDP in 1996 and 2% of GDP in
1997,

- increase official international reserves by 50% by the end of 1996 to a level that will
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cover over 2.5% ofimports of goods and non-factor service_s, and to 3.5 months in l997;
and | = |
- reduce the fiscal deficit from 4.7% of GDP in 1996 to 2.6% in 1997,

(3) Admission to EU

232

(1)

East and Central Europe, including Bulgaria, are required to meet the following

requirements to join the European Union (EU)

- take on the obligations of meinbership including the aims of polmcal economi¢ and
monetary union;

- achieve stability of i msmuuons guarantecing dcmocracy, the rule of iaw human rights and
respect for and protection of minorities; and _

- establish a functioning market economy able to cope wnh competitive pressure and
market forces within the Union;

The timing of Bulgaria joining EU is unclear at this moment.  However, it is unlikely
Bulgaria will become a member of iU before the year 2000.

Macroeconomic Framework

Economic Conditions

After 1989 the national economy reached a crisis due to loss of COMECON markels and
structural reforms, such as privatization of state-owned and municipality property, and land
restitution. By 1993, GDP had contracted drastically at the level of about 70 % of GDP in
1989. '

" Bulgaria’s economic situation remains uncertain still. ~ In 1996, economic performance
8 p

- declined. © The monthly consumer price inflation leaped to 23.3 % in July 1996 from 2.4%

in April largely because of the fuel price hike since it has undergone a change at the range of

- 17 - 20 % up in a month with moving together drop of the Leva-dollar exchange rate.

Ori the first of Jun¢, the value added tax increased from 18 % to 22 % and power and
heating prices increased in line with pledges made to interational lenders.  In a move to
boost budget revenues, the government introduced a new 5% import tax and increased

" duties levied on spirits and cigarettes. NIS analysts reported annual inflation in 1996 was
'311.0%. - However, the inflation has been accelerated more and more and monthly
-inflation jumped to 43.8% in Janvary and 243.0% in February 1997 which is the highest

monthly rate since the beginning of Bulgarian transition.  Pension fell to 5 to 7 US$ per
month and wages in the budget sector 1o below 10 USS per month.  Even with the
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doubling of wages at the beginning of February, and fusther 60% increase of the wages on
“March |, and the temporary allowances granted to pensioners by the caretaker government,
- social conditions remain dire.  When the results of the general election became clear, the
economic fluctuation was rather stable, but the future macroeconomics condition will be
untknown depend upon the policies of the new govemnment together with the assistance of
the IMF.  With a projected stabilization of the exchange rate and the adoption of the
Currency Board Arrangement (CBA), inflation is expected to decline to monthly rates
below 2 percent by the end of 1997.

The Leva, the national currency, lost value against the dollar, reflecting the country’s wider
financial destabilization. ~ The Leva traded at arund 156 to the dollar at the end of June
1996 and on 10 December was around S00 to the dollar. The lev fell under 500
lev/US$ at the end of December to 3,000 lev/US$ by mid-February before rebounding to
about 1,500 lev/US$ in mid-March 1997. The main reasons for the drop in the value of
the Leva are; the payments for foreign debt; withdrawal of the dollar reserves from
Bulgarian banks; and accreted éxchange to dollar from the Leva due to a loss of confidence
in the Leva. Rumors about the impact of a currency board proposed by the IMF have also
promoted the decline in the Leva value against the dollar.

Foreign exchange reserves were down to US$ 525 million on 4 July 1996 from US$ 658
million at the end of Novenmber due to central bank intervention to halt the Leva’s decline
on the interbank inarket. Official reserves of the BNB(excluding gold) had falten to US$408
million at the end of February, but has received a boost from the privatization proceeds of
the soda ash company, other privatization transactions and batance of paynlents'sinppé)rt. |
~ After debt service in March-May, official reserves are projected at US$700 million just prior
to start of the Cusrency Board Arrangement (CBA). To contro! the mﬂal:on Cemral '
Bank’s interest rate was raised twice from 67% to 108% in May and to 300 % in
September, it has since declined to 180 %. Bulgarian National Bank (BNB) interest rate
will likely remain high until inflation calms.

Additionally, agricultural production is estimated to decrease in volume compared to last -

- year due to the long and severe winter. ' In the first half] the decrease in agriculture output -~

is recorded at down 14.3 %.
As the result of the deteriorated macroeconomic condition, from January-June 1996 GDPis

down 6.2 % (Lev 493,199 million) compared to the first half of last year at comparable
prices.  Especially in the second quarter, the decrease in agriculture output is remarkable
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As the resull of the deteriorated macroeconomic condition, from Janvary-June 1996 GDP

~is down 6.2 % (Lev 493,199 million) compared to the first half of last year at coniparable

prices.  Especially in the second quarter, the decrease in agﬁcultixre cutpul is remarkable
and recorded at down 21.8 %.  According to NSI, GDP in 1996 was Lev 1,660,000
miltion, down 10.9 % since 1995,

Future Projection of National Macroeconomy :

For the future projection of GDP growth, the Agency for Economic Program Development
(ATPD) in the Ministry of Economic Development has issued an oplimistic projection
report of future economics in Bulgaria. The agency conisiders real GDP growth rate will
be 2% in 1997, 4% in 2000 and 5% in 2005. On the other hand, NSI’s ecQ'riomi_c projection
is a little pessimistic and estimates real GDP growth rate to be 2% down in 1997.  The
improvement of future macroeconomic conditions will be indebted to the introduction of a
cwrrency board by IMF.  If a curvency board is cstablished in Bulgaria, it is possible to
stop the present macroeconomic instability,.  However, future real GDP growth will be
slow, 1-2% during this century at the highest estimate.

Land Restitution Scheme

The establishment of property rights is a precondition for successful transformation to a
market economy.  In the agriculiural sector, it involves three main clements: (i) the
restitution of tand ownership rights; (ii) the liquidation of collective farms and distribution
of non-land assets; and (iii} the privatization of state-owned enterprises in upstream and

downstream industries linked to agriculture. - The Bulgarian government has accelerated

the transition from colleclive to private agriculture through implementing a number of

schemes.

‘Restoration of Land Ownership Rights

The land law “Law for Ownership and Use of Agriculiural Land”, promulgated in February
1991 and amended several times, allows for the restitution of land to the pre-

‘collectivization owners - (or their heirs). - Despite a number of legislative and
‘organizational changes since 1991, land restitution has made progress.

“The data, as of July 26, 1996, of MAFI shows that 2,445,87! people with 5,481,291 ha

(49% of the total land area), have already received land restitution cerdificates (notary
deeds) based on the ownership pattem in 1946 and had their ownership rights fully restored.
This is equal 1o an average size of land 22.4 dea (2.24 ha). - Procedure of the issue of
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notary deeds has made slow progress. - However, remaining 25% of the farmland which
has temporary use righis is cultivated on a one-year lease basis either by liquidation
commiltee or privately, pending resolution of disputes and completion of tand reallocation
plans. (sce Table A-5-5, Appendix A)

Under the current regulations on land restitution, the land to be restituted for a land owner
is limited to less than 200 dea (20 ha) in the southem region, 400 dea (40 ha) in the
northern region in Bulgaria.  However, in order to promote effective land use taking into
consideration the present farming and land ownership status, the govermment enacted the
“Law on Lease of Agriculture”, promulgated on'September 13, 1996. According to this
law, a contract for the lease of a farmland is set up from four years as ininimum term to
fifty years as maximum despite the one year renewal contract system before the
promulgation of the new law.  Also, the govemment is presently preparing the law
regarding land trade and market to facilitate consolidation of land holdings and a fand
market. The new Government and the new National Assembly of Bulgaria starting their
activity from May 1997 have started to review the agricultural policies. To promote an
active agricultural land market, a law will be submitted to the new parliament in July, that
will revamp the complex regulations regarding leasing arangements, titling, oceupation
rights, and facilitate the restitution of fand,  The new parliament is expected to pass the
Consolidation Acl. At the same time, the govemment and responsible authorities are
expected to promote agricullural land lease in the depopulated regions, launch the
privatization of at least part of the niational irrigation system and simplify the cumbersome
procedures on ownership rights restitution of the land that has nOt_bécn restituted yet. In
addition, the legal and institutional framework for mortgaging land and other immovable
objects will be reviewed and amended as necessary to ensure the enforcement of claims on

collateral.

Several concrete steps will also be taken to improve the i_ntemal market for agricolture and
easy entry barriers.  First, all state inills and more than a half of the capacities in the food
industry will be privatized by the end of 1997 to encourage competition in the market.
Other 30 food enterprises will have gone into liquidation by end-May. Second, a law will
be introduced in July to revisc the ban on foreign land ownership which restricts foreign

investment in agriculture.
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Liquidation of Collective Farms

- The Land Law provided for transformation of collective farms (fomler state cooperatives)

into “new private cooperatwes requiring members to clearly define their shares in non-
fand assets (machinery, equipment, buildings, perennial crops and breeding animals).

Many new fanners’ organizations are. emerging from the Jand restitution and
decolectivization process. New groups include private cooperatives, small family farms,
associations, corporate farms and household plots. A new production cooperative is
much smaller than a former collective farm, and there may be two or three cooperatives per
village each farming about 500 ha, coexisting with a few family farms of about 2-3 ha, and

' a large number of household plots of about 0.5 ha surviving from the collective period.

Larger family farmns exceed 8.0 ha.

Accarding to the latest data on the cooperatives, 3,157 new cooperatives have been formed
covering 43.5 % of the agricultural land. However, data reliability is suspect given
ambiguity in definition.

Privatization of Agri-industries
MAFI is directly responsible for the prlvatwauon of the majority of these enterprises, but

final decision for privatization rests with the Privatization Agency.

* According to the data of MAFI, MAF! is privatizing 805 enterprises, of which 443 are

agricultural (mainly poultry and pig breeding, green-houses and enterprises providing
services to agriculture) and 362 food industry enterprises. Fusther 207 privatization

-« procedures had been opened up to the eénd of 1995 from which 89 are completed with

~ transactions. In 1996, MAF] initiated the privatization procedures of 38 ‘enterprises, and

strives for the comptetion of the procedures for 31 enterpriseé: 1 poultry breeding; 3 pig

" breeding; 1 agri'-trade; 1 agri-chemical service; 2 veterinary medicine; 1 mechanization; 1

apricultural construction; I greenhouse production; 2 fodder industry; 1 milling industry; 7

* meat processing; 6 dairy production; 2 canning industry; and 2 wine industry.  In line with
‘the mass privatization scheme which has been accelerated by the government, MAFI

targeds the reduction of the capital for mass privatization of the enterprises from agricultural
and agri-chemical services, mainly the former Machinery and Tractor Stations (MTS).
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2-3-4 Privatization

The Bulgaria’s govemment is proceeding with privatization of state-owned and
municipality enterprises based on “The Law on Transformation and Privatization of State-
Owned and Municip'al Enterprises” established in 1993, There are two types of
privatization, case-by-case, and mass privatization. The Privatization Agency is the State
authority responsible for overseeing the privatization of State companies with assets in
excess of Lev 70 million.

- Approximately 25% of the entetprises in the list of mass privatization are agriculturat and
food processing companies.

MAFTL is directly responsible for the privatization of the agricultural and food processing
companics with assets in less of Lev 70 million, but final decision for privatization rests
with the Privatization Agency.

According to the data of MAF], MAFI is privatizing 805 enterprises, of which 443 are
agricultural (mainly poultry and pig breeding, green-houses and enterprises providing
services to agriculture) and 362 food industry: enterprises. Further 207 privatization
procedures had been opened up to the end of 1995 from which 89 are completed with
transacitons.  In 1996, MAFI inifiated the privatization procedures of 38 enterprises, and
strives for the completion of the procedures for 31 enterpﬁées. “In line with the mass’
privatization scheme which has been accelerated by the govenument, MAFI targets the
reduction of the capital for mass privatization of the entérprise_s from égﬁcullural and agri-
chemical services, mainly the former Machinery and Tractor Stations (MTS).-

In the plan of 1997, MAFI will privatize 21 companies (1-poultry, 4 pig breeding, 1
agrochemical, 2 veterinay service, 3 agromachine, 2 milling, t edible oit refinery, 1 meat
processing, 2 daily product, 1 canning industry, 2 winery and 1 brewery and total dealing
price is estunated to be max. Lev 370 million.
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