
BULGARIAN BIG BUSINESS 
RELIEVED OF TAX BURDEN
TEN BIGGEST COMPANIES are responsible for 6.3 
percent of the total business turnover in Bulgaria but 
contribute only 2.6 percent to the corporate tax revenues
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INTRODUCTION

In 2007 and 2008 a tax reform was undertaken in Bulgaria, which set for a decade 

the lowest rate for direct taxation in the European Union. Corporate tax was reduced to 

10 percent, with the same rate applied to personal income. The reform was intended to 

shrink the grey economy and attract more foreign investment. However, the past years 

have rather shown an outflow of foreign direct investments. What is more, Bulgaria has 

become the country with the highest inequality in the EU1 with a Gini coefficient of 40 

compared to 30 on average for the EU, according to Eurostat. It is hard not to notice the 

connection between rising inequality and low direct taxes in Bulgaria: before the tax re-

form, the Gini coefficient for Bulgaria was around the EU average2. 

Low direct taxes do not mean that the tax burden is low. To compensate for the short-

fall in direct taxes, Bulgarian budget collects more revenues from consumption taxes. 

For this reason, for a long time - before the disruption caused by the Covid-19 pandemic 

and the war in Ukraine - the country did not apply lower VAT rates to essential goods. 

Indirect taxes operate invisibly and their extensive burden falls on the general Bulgarian 

public, while corporate taxation is in front of everyone's eyes, being too liberal. This leads 

to some curious ratios in the national tax structure: until recently, the revenues from ex-

cise duties on tobacco products (indirect tax) brought more revenues to the Bulgarian 

budget than the corporate tax of all enterprises in the country.3

In order to investigate the "tax responsibility" of large companies, Environmental As-

sociation"Za Zemiata" analyzed the corporate taxes paid by the ten largest private com-

1      Eurostat. Living conditions in Europe – income distribution and income inequality. June 2022.
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Living_conditions_in_Europe_-
_income_distribution_and_income_inequality

2      In "Overcoming Inequalities" - a thematic information document of the European Semester - 
Bulgaria is listed first among the member states for which "the weak redistributive effect of taxes and 
social payments" plays a key role as a driver of inequality. Quote, p. 7.

3    This trend is in place until early 2021. For example, in 2020, revenues from corporate taxes will 
amount to BGN 2.715 billion against BGN 2.830 billion from excise duties on tobacco products. In 2021, 
the trend reverses and corporate taxes reach BGN 3.406 billion, while tobacco excise duties remain at 
BGN 2.843 billion.
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panies in Bulgariа4. The amount of corporate taxes paid by the "top ten" enterprises for 

2019 and 2020 is summarised in the tables below.5 The ratio of tax to revenues averaged 

0.34% for 2020 and 0.37% for the previous year. In other words, the state collects BGN 3 

or 4 out of every BGN 1,000 circulating in the largest companies’ business.

Table 1.   Financial data for the Bulgarian top ten private companies for 2020 (Thou-

sand BGN)

Revenues Net profit Corporate 
tax

Tax/
Revenues 

in %

Ownership

Aurubis 
Bulgaria

5226288 292993 29609 0.57 Foreign

LUKOIL 
Neftohim 
Burgas

2915353 -509301 374 0.01 Foreign *

LUKOIL 
Bulgaria

2168434 9679 930 0.04 Foreign *

BA Glass 
Bulgaria 

1818408 127537 14190 0.78 Foreign

KAUFLAND 
BULGARIA 
EOOD & CO

1757838 87674 10627 0.60 Foreign

ASTRA BIO-
PLANT

1681747 49155 4480 0.27 Bulgarian

SAKSA 1404717 16302 1887 0.13 Bulgarian

LIDL BULGARIA 
EOOD & CO

1355476 65693 7903 0.58 Foreign

Arkad Engineer-
ing and Con-
struction Com-
pany – Branch 
Bulgaria

1301529 8625 960 0.07 Foreign *

ELD 1154563 -377 -13 0.00 Bulgarian

Total 20784353 14798 70947 0.34

 

4    The 2017 report "Runaway Taxes: Who pays tax in Central and Eastern Europe?", prepared by six
civil society organisations from Central and Eastern Europe following the EA "Za Zemiata" methodolo-
gy, carried out a similar analysis of corporate taxes paid by the "top ten" companies. This report intro-
duces a significant methodological change by looking at corporate taxes paid only by private compa-
nies, i.e. excluding the largest state-owned enterprises from the analysis. 

5   The data on taxes paid are taken from the companies' annual reports published in the Co
mercial Register. The list of the 10 largest private companies in Bulgaria is based on the ”Capital 100.
The biggest companies in Bulgaria 2021" ranking.
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Table 2.    Financial data for the Bulgarian top ten for 2019 (Thousand BGN)

Revenues Net profit Corporate 
tax

Tax/
Revenues 

in %

Ownership

Aurubis 
Bulgaria

6311857 -80643 5244 0.08 Foreign

LUKOIL 
Neftohim 
Burgas

4719734 268832 29942 0.63 Foreign

LUKOIL 
Bulgaria

3311529 68234 8006 0.24 Foreign

BA Glass 
Bulgaria 

1902432 14127 1727 0.09 Bulgarian

KAUFLAND 
BULGARIA 
EOOD & CO

1783925 22827 2729 0.15 Bulgarian

ASTRA BIO-
PLANT

1662171 78639 9787 0.59 Foreign

SAKSA 1164001 41251 5016 0.43 Foreign

LIDL BULGARIA 
EOOD & CO

1152647 79901 9130 0.79 Foreign

Arkad Engineer-
ing and Con-
struction Com-
pany – Branch 
Bulgaria

993213 149896 15773 1.59 Foreign

ELD 956688 6878 716 0.07 Foreign

Total 23958197 649942 88070 0.37

In 2020, tax/revenues ratio divides Bulgarian top ten companies in two distinct groups. 

The first group includes four foreign-owned companies, which pay the equivalent of 0.6-

0.8% of their revenues as tax. The second group includes three Bulgarian-owned com-

panies, two Russian “Lukoil” companies (refinery and a national chain of gas stations) 

and the Saudi Arabian joint venture “Arcade ECC”, which only existed for a short time. It 

would not be wrong to classify this group as “Bulgarian”, since Lukoil's activity for many 

years has had a significant impact on the government’s decision-making. Also, the ex-

tension of the Turkish Stream pipeline through Bulgarian territory, on which Arkade ECC 

was working, has been carried out with considerable „political protection”6.

6 See for example Elitsa Simeonova. "How the jeeps of the builder of Turkish Stream end-
ed up with those who should control it". Free Europe. 23 March 2022. https://www.svobodnaevropa.
bg/a/31763647.html
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The “Bulgarian Group” in the top-ten dedicates far less of its revenues for tax pay-

ments: 0-0.3%.This can be explained as follows. Foreign companies do not have "social 

capital" in the institutions in the event of tax аnd financial audits. This cannot be said for 

the “Bulgarian group”, which has more “soft resources” to manage its tax liabilities in the 

country. Moreover, the 'foreign group' companies are as a rule taxed at a lower corpo-

rate tax rate in Bulgaria than in the country where they are headquartered and this fact 

alone reduces the incentive for radical tax optimizations.

It should be noted that a tax of 0.6-0.8% of revenues is not a top achievement for the 

"Foreign Group". There are a number of countries around the world (in particular coun-

tries with tax collection difficulties) that have introduced a significantly higher mini-

mum tax rate, taxing the revenues rather than the profits of companies7.

Lukoil's case in Bulgaria deserves special attention. For many years - before Aurubis 

Bulgaria came out on top of the list in 2020 - Lukoil was the biggest company in the 

country. The calculations of "Za Zemiata“ show that for the last fifteen years (2006-2020) 

Lukoil Neftochim Bulgaria has declared in their books over BGN 86 billion of sales. For 

the same period, the company has reported a total loss of nearly BGN 2.2 billion.

7    In Pakistan, there is a minimum turnover tax of 1.25% (payable if profits tax is lower). In Honduras, 
large companies owe 1.5% tax on declared gross revenues. There are dozens of countries that tax the 
turnover of the largest companies instead of their profits. See e.g. Thiago Scot. "Profit vs. Revenue tax: 
How to make corporations pay their fair share". World Bank Development Impact Blog. December 10, 
2020.
https://blogs.worldbank.org/impactevaluations/profit-vs-revenue-tax-how-make-corporations-pay-
their-fairshare- guest-post
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Table 3. Financial results of Lukoil Neftohim Burgas, in millions BGN, 2006-
2020

Revenue Profit before tax Taxes Profit after taxes

2006 5480297 -38146 -13908 24238

2007 5627214 117373 13851 103522

2008 6874618 -479585 -6183 -473402

2009 4168029 -181337 -5299 -176038

2010 5346438 -126854 -6391 -120463

2011 6607797 -148778 -12924 -135854

2012 8095685 -99689 -5600 -94089

2013 7553921 -253049 -11853 -241196

2014 6449912 -549813 -17709 -532104

2015 5018494 -143036 -20989 -122047

2016 4363646 126355 7334 119021

2017 5543561 318407 14412 303995

2018 5806217 -248702 5592 -254294

2019 6311857 -75066 5244 -80310

2020 2915353 -508304 374 -508678

Total 86163039 -2290224 -54049 -2187699

NOTE:  the negative value of the taxes indicated in the table means tax income 
for the company

Clearly, no private enterprise can operate for a long time if it generates losses of hun-

dreds of millions year after year. The question is where the losses are reported and where 

the profit. In 2020, when Lukoil Neftochim declares a loss of over BGN 500 million in 

Bulgaria and therefore pays almost no corporate tax, the parent-company paid billions 

as corporate and other taxes to the Russian treasury. In 2019, which was obviously better 

for the company, „Neftyanaya kompaniya LUKOIL“ paid nearly 15 billion euro in taxes in 

Russia (over 20 billion euro including excise and export duties)8. 

Lukoil's tax comfort in Bulgaria is not unshakable. Until 2016, the large refinery in 

Burgas recorded tens of millions of "tax revenues" in its financial statements. That was 

possible as according to the Bulgarian legislation, an enterprise can deduct its annual 

loss from the taxes due next year. As Lukoil Neftochim Burgas operated only at a loss, 

8     https://lukoil.ru/InvestorAndShareholderCenter/FinancialReports
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the deductible amount increased and was recorded as "tax revenue". 

Following an active tax justice campaign of "Za Zemiata"9, which was part of a larger 

public debate, since 2016 Lukoil Neftochim has abandoned this practice and paid a cor-

porate tax of BGN 33 million in total for the last five years until 2020. In 2021, the Burgas 

refinery contributed more than BGN 7 million in taxes to the budget10. The amounts 

quoted are better than nothing, but they are a drop in the ocean given the scale of this 

fossil fuel business.

In general, the biggest companies in Bulgaria are far not the biggest taxpayers. In 

2020, the sales of the Bulgarian top ten amounted to 6.3 percent of the total revenues of 

non-financial enterprises. At the same time, the total taxes paid are about BGN 71 mil-

lion, which is 2.6 percent of the funds collected with corporate tax11. It is evident that the 

greater tax burden remains for smaller enterprises to bear.

In fact, this is not the biggest problem. What is more important is that corporate 

taxes play a very modest role in providing tax revenue in Bulgaria (2.1% of GDP vs. an 

average of 3% for the Organisation for Economic Cooperation and Development)12. Main 

contributors to the budget are the individuals: firstly through their income taxes (which 

in 2021 bring 42 percent more revenues than the corporate tax), and secondly via the 

massive indirect, "invisible" taxes responsible for over 50 percent of the total tax reve-

nues of the country - an indicator where Bulgaria is undisputed European champion.

As a way forward, Bulgaria could adhere to the "golden triangle", or the average Euro-

pean tax structure, according to which tax burden is divided equally between 1/3 direct 

taxes, 1/3 indirect taxes and 1/3 social security contributions.

9 See e.g. Dimitar Sabev. "Taxes are for the small". Offnews, 30 August 2016. https://offnews.bg/
analizi/danatcitesa-za-malkite-635259.html

10 Tanya Petrova. "LUKOIL Neftohim Burgas will finally pay taxes to the treasury". Sega, 1 July 2022.
https://www.segabg.com/hot/category-bulgaria/lukoyl-neftohim-burgas-nay-setne-shte-plati-danuci-
na-haznata

11   The financial sector also pays corporate tax, but this does not substantially change the ratio es-
tablished here

12    OECD. Revenue Statistics 2021. https://www.oecd.org/tax/tax-policy/revenue-statistics-high-
lights-brochure.pdf
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Chart 1.    Bulgaria's tax structure and the EU27 average in 2020

A step in this direction would be to introduce taxation for the large enterprises based 

on their sales, if the corporate tax on profits are below a certain threshold. A minimum 

amount of corporate tax, defined as a low percentage of sales (e.g. 0.5%), could counter-

act the accounting "optimizations"13 that deplete the tax base of large enterprises and 

shift the tax burden towards people and small and medium-sized businesses.

13     A data analysis from Honduras shows that companies overstate their costs by 13-17% to reduce 
the income tax payable (Lobel, F., Scot, T. & Zuniga, P. (2020). Corporate taxation and evasion responses: 
Evidence from a minimum tax in Honduras. University of California, Berkeley). Models with evidence 
from Pakistan suggest that switching to taxing turnover instead of profits can increase tax revenues 
by up to 74% without causing a decline in aggregate after-tax profits (Best, M. et al. (2015). Production 
versus Revenue Efficiency with Limited Tax Capacity: Theory and Evidence from Pakistan. Journal of 
Political Economy, 2015, Vol. 123, no. 6). A similar study for Costa Rica (Bachas, P., Soto, M. (2021). Cor-
porate Taxation under Weak Enforcment. American Economic Journal: Economic Policy. Vol. 13, no. 4) 
estimates the possibility of increasing government revenues by up to 80% by extending the tax base (i.e. 
introducing a low turnover tax) - without affecting the amount of firms' pre-tax profits.


