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Investing in Bulgaria

T he automotive parts indus-
try has become one of the
engines for Bulgaria’s
national output, yet despite
strong growth in the com-

ponents industry, the government is
still waiting for a major overseas car
manufacturer to set up a vehicle-assem-
blyplant.

Nearly 100 enterprises in the auto
parts sector employ over 33,000 people,
producing components for over 20
marques such as Peugeot, BMW and
Mercedes, according to Automotive
Cluster Bulgaria, a non-profit organisa-
tion that represents companies in the
industry.

The number of auto parts manufac-
turers has doubled since 2012 as over-
seas companies have been drawn by
Bulgaria’s low tax environment, cheap
labour and currency stability — the lev
ispeggedtotheeuro.

“Automotive manufacturing is one of
the priority high-technology sectors for
attracting foreign investments here,”
Bojidar Lukarski, Bulgaria’s outgoing
minister for the economy, told the FT.
“The legal framework gives administra-
tive and financial incentives to attract
investors.”

Employing just 1 per cent of Bulgaria’s
workforce, last year the automotive
parts industry generated €1.55bn in
sales, according to the ACB — over 3 per
centofgrossdomesticproduct.

“The productivity of our automotive
industry is four times the country’s
average,” says Lubomir Stanislavov,
chiefexecutiveofACB.

Although recent research produced
by the ACB in conjunction with Colliers
International and EY, the property and
consultancy companies, shows Bulgaria
is a popular location for component

producers, its auto industry still lags
behind neighbouring Romania and Ser-
bia, for example. There the automotive
sector generates a higher proportion of
GDP and major car manufacturers have
alreadysetupassemblyplants.

Bulgaria did have one factory that was
assembling vehicles for China’s Great
Wall Motors, but production halted in
January.

The factory’s owner, Litex Motors,
announced that lines were being
adjusted to produce new models. How-
ever, the plant did not reopen in mid-
2016asoriginally indicated.

Poor infrastructure is also a hurdle
facing all manufacturers. Some of Bul-
garia’s auto parts makers are located in
the north-west region of the country,
which is closest to western Europe and
the capital Sofia but which is also the
EU’s poorest region. Infrastructure
needs to improve if more investment is
tobeattracted.

There is another concentration of
companies around Plovdiv, Bulgaria’s
second-largest city, towards the south of
the country. Plovdiv offers access to
skilled graduates of its universities and

technical schools, and an industrial hub
with investment incentives.

Plovdiv’s Trakia Economic Zone has
attracted €1.2bn in greenfield invest-
ment, of which about €500m has been
devoted to auto parts manufacturing,
according to Plamen Panchev, TEZ
chairman.

UK-based springs and wire-forms
manufacturer William Hughes was an
early entrant to the automotive parts
industry in Bulgaria with the establish-
ment of a facility near Plovdiv in 2004.
Other companies have followed, such as
Swedish-Swiss ABB, US-based Sensata
Technologies and Canada’s Magna Pow-
ertrain, whose customers include BMW
andGeneralMotors.

“Over the past 12 months alone, five
auto parts makers opened plants in
TEZ,” Plovdiv deputy mayor Stefan
Stoyanov says. “We expect this trend to
continue and to welcome a European
carmaker.”

In April, Sensata, which already had a
plant employing over 2,000 people near
Botevgrad near Sofia, opened another
one in the TEZ, turning Bulgaria into its
third-largest production base after

Mexico and China. “Plovdiv has started
to transform into a high-tech manufac-
turing hub and this should be an exam-
ple for the rest of the country,” says
Tommy Ver Elst, general manager for
Bulgaria for Sensata Technologies, a
supplier of sensors and controls
designed for leading automotive manu-
facturers.

Recent moves have been attracting
more investors to Bulgaria’s manufac-
turingcapacity in theautomotive indus-
try, but at least one Bulgarian company
hasdecidedtosetupabroad.

Water Fuel Engineering is now a UK-
based company that is using Bulgarian
engineering know-how to develop and
supplycleantechnologies.

The company, which lists Bulgarian
and UK partners on its website, says its
HydroGen 4.0 can be used on vehicles to
reduce emissions by as much as 80 per
cent.

Angel Nenov, WFE’s managing direc-
tor, says: “The decision to move to the
UK was integral to our growth plans,”
adding: “Our success in the UK now cre-
ates interest in Germany, Tur-
key . . . andinournativeBulgaria.”
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