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Abstract

The article presents the results of a study of the business environment for the development of youth
entrepreneurship in Bulgaria. The aim is to theoretically clarify the problems related to the business
environment, and also to assess its condition in Bulgaria and its impact on the youth
entrepreneurship. The evaluation of the business environment is based on an expert assessment
which is made on a global monitoring of the entrepreneurship in Bulgaria and on the results of
authors’ own survey conducted on the development of youth entrepreneurship. The business
environment is defined. The theoretical aspects of the business environment and some factors for
the development of youth entrepreneurship are examined. The expert assessments of the business
environment in Bulgaria are analyzed according to Global Entrepreneurship Monitor Bulgaria.
Based on a survey, an evaluation is made of young people about the business environment for the
development of youth entrepreneurship in Bulgaria, on their attitudes towards realizing
entrepreneurial ideas and starting their own business.

Keywords

Business environment — Youth entrepreneurship — Business environment factors
Expert assessment

Resumen

El articulo presenta los resultados de un estudio sobre el ambiente comercial y financiero para el
desarrollo del emprendimiento juvenil en Bulgaria. El objetivo es aclarar los problemas te6ricos
relacionados con este ambiente empresarial, para que se evalue su condicién en Bulgaria y su
impacto en el emprendimiento juvenil. La evaluacién del ambiente financiero-comercial se basa en
PH.D. RAYA MADGEROVA / PH. D. VYARA KYUROVA / PH. D. ANNY ATANASOVA
PH. D. BLAGOVESTA KOYUNDZIYSKA-DAVIDKOVA /
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una evaluacién de expertos basada en un seguimiento global del espiritu empresarial en Bulgaria y
en los resultados de una encuesta propia realizada sobre el desarrollo del espiritu empresarial
juvenil. Se destaca la definicion del entorno empresarial. Se examinan los aspectos tedricos del
medio ambiente financiero-comercial y algunos factores para el desarrollo del emprendimiento
juvenil. Las evaluaciones de expertos del entorno empresarial en Bulgaria se analizan de acuerdo
con Global Entrepreneurship Monitor Bulgaria. Sobre la base de una encuesta, se presenta una
evaluacion de la actitud de los jévenes hacia las ideas empresariales y el estado del entorno
empresarial para el desarrollo del emprendimiento juvenil.

Palabras Claves

Ambiente de Negocios — Emprendimiento juvenil — Factores de negocios
Evaluaciones de expertos

Para Citar este Articulo:

Madgerova, Raya; Kyurova, Vyara; Atanasova, Anny y Koyundzhiyska-Davidkova Blagovesta.
Study of the business environment for the development of youth entrepreneurship in Bulgaria.
Theoretical and practical aspects. Revista Inclusiones Vol: 6 num Especial Enero-Marzo (2019): 90-
104.
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PH. D. BLAGOVESTA KOYUNDZIYSKA-DAVIDKOVA /



REVISTA INCLUSIONES ISSN 0719-4706 VOLUMEN 6 — NUMERO ESPECIAL — ENERO/MARZO 2019
Study of the business environment for the development of youth entrepreneurship in Bulgaria. Theoretical and practical... pag. 92

Introduction

One of the most important conditions for the development of entrepreneurship is the
existence of certain conditions for the development of the entrepreneurial business, which
inherently include the environment and the intercompany factors. They are seen as "a set

of conditions and factors influencing entrepreneurial approaches, decisions and actions™.

The surrounding environment affects all company activities. Therefore, both the
start-up of the business and subsequently its operation requires a favorable environment.
Of special importance is the existence of a positive environment for the development of
youth entrepreneurship due to the nature of its carriers - young people with insufficient
experience, insufficientpsychological sustainability and skills to deal with complex
situations and to overcome the negative consequences of business failure. The operation
of a business in favorable external conditions is an important prerequisite not only for the
development of a country's economy but also for the involvement of more young people in
the practical realization of the entrepreneurial idea. At the same time, it should be borne in
mind that the environment with its forces also influences the formation of the enterprise's
internal environment and the development and manifestation of internal company factors.
The purpose of this article is to clarify the theoretical issues and to assess the business
environment in Bulgariaand its impact on youth entrepreneurship.

Research methods

The assessment of the business environment is based on an expert assessment
formed during the implementation of a global monitoring of entrepreneurship in Bulgaria
and on the results of authors’ own survey conducted in connection with the development of
youth entrepreneurship. The methods of analysis and synthesis, comparison and
questionnaire survey were used in the course of the study. Statistical methods are used for
the processing and analysis of collected information.

Problem definition

Authors who research the issues of business creation, operation, and business
development emphasize the particular importance of the environment for the successful
flow of these processes. This issue is devoted to a number of developments. They define
the concept of environment", discuss its factors and their impact on business, its
competitiveness and other aspects.

Defining the concept of business environment

In the scientific literature, the notion of business environment is associated with
external conditions and factors affecting business activity. An enterprise's environment is
defined as "all of its external forces, actions and conditions that affect its activities, its
ability to meet its contractual obligations, improve its relationships with consumers, and its

ability for future development"?.

' G. Marinov; M. I. Velev and O. Geraskova, lkonomika na predpriemacheskata deynost (Sofia:
Informa Intelekt, 2001), 41. [In Bulgarian: MapwvHos, I'., Benes, Mn., lepackoBa, O. MikoHOMKKa Ha
npegnpuemayeckata genHoct, nsg. bL ,MHdopma-UHTenekt®, C., 2001, c. 41.
% G. Marinov; M. I. Velev and O. Geraskova, Ikonomika na predpriemacheskata... 47-48.
PH.D. RAYA MADGEROVA / PH. D. VYARA KYUROVA / PH. D. ANNY ATANASOVA
PH. D. BLAGOVESTA KOYUNDZIYSKA-DAVIDKOVA /
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A more specific understanding of the entrepreneurial environment is contained in the
definition of A. H. Asaul, E. G. Skumatov and G. E. Lokteeva. According to them, "the
entrepreneurial environment means the existence of conditions and factors affecting the
entrepreneurial activity and requiring the adoption of management decisions for their
removal or adjustment"®. The same authors point out that the entrepreneurial environment
is "an integrated set of objective and subjective factors, allowing entrepreneurs to achieve
success in achieving their goals and are subdivided into external, independent from
entrepreneurs, and internal, which is formed directly by the entrepreneurs themselves™.

They define the external environment of entrepreneurship as a

"complex heterogeneous entity, encompassing a wide range of elements
interconnected both with the enterprise that is a subject of entrepreneurial
activity and with each other, forming a systemically organized space in
which processes that restrict or activate entrepreneurship function and
develop™.

Y. B. Rubin considers the concept of environment of the entrepreneurial activity in
three aspects - first, in a broad and narrow sense of the word; second, as internal and
external environments; third, as a professional and non-professional environment®. Each of
these aspects has its own specifics. According to Rubin, the environment in a broad sense
is formed by the most common conditions and factors such as: the geographical territory,
including its national-state affiliation; the set of natural, climatic, material and technological
conditions; the socio-economic external and internal environment, consisting of other
representatives of the society; the legislative-normative space; the ideological space,
expressed in the sum of ethical, humane, cultural values and other conceptions adopted in
society.In the narrow sense, the author includes the "group of representatives of the
socium” - "different people with whom the professional entrepreneurs interact in the

process of performing their functions, including other entrepreneurs, anyway"’.

Looking at the environment in the second aspect, Y.B. Rubin defines the
entrepreneurial environment as an in-house environment made up of the company-related
partners (e.g. co-founders and workers). According to him, the external environment is an
intercompany environment, including partners for joint ventures, suppliers, consumers,
customers, direct and indirect competitors, and society as a whole in the face of its diverse
representatives. The third aspect of the author's understanding relates the professional
environment to the other entrepreneurs (suppliers, customers or competitors) and the non-
professional environment - with end users and other representatives of their environment®.

® A. N. Asaul; E. G. Skumatov and G. E. Lokteeva, Metodologicheskie aspekty | formirovaniya |
razvitiya predprinimatelskih setey (St. Petersburgo: Gumanistika, 2004), 59. [In Russian: Acayn, A.
H., Ckymatos, E. I.Jlokteea,l. E. (2004). Metogonorunyeckme acnekTbl POPMUPOBAHUA U
pa3BUTUA NpeanpuHuMaTenbCcknx ceten, nsa. ,l'ymanmctuka“, 2004, Cankr-MNetepbypr, c. 59].
* A. N. Asaul; E. G. Skumatov and G. E. Lokteeva, Metodologicheskie aspekty | formirovaniya |
razvitiya... 81-82.
> A. N. Asaul; E. G. Skumatov and G. E. Lokteeva, Metodologicheskie aspekty | formirovaniya |
razvitiya... 81-82.
® Y. B. Rubin, Kurs profesionalnogo predprinimatelstva (Moscow: MFPA, 2011), 82-83. [In Russian:
Py6uH, 10.B. Kypc npodeccrnonaneHoro npeanpuHmarenscrea, usg. MOMrA, M., 2011, c. 82-83]
Y. B. Rubin, Kurs profesionalnogo predprinimatelstva... 81-83.
® Y. B. Rubin, Kurs profesionalnogo predprinimatelstva...

PH.D. RAYA MADGEROVA / PH. D. VYARA KYUROVA / PH. D. ANNY ATANASOVA
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In the scientific literature the division of the environment of the micro and macro
environment is adopted. To refer the elements of the environment to the micro- or macro-
environment, A.N. Asaul, E. K. Skumatov and G.E Lokteeva use a criterion expressing the
nature of the relationship between the subject of entrepreneurship and the elements of the
environment and the ability of the firm to influence them.To the aggregate of the elements
of the micro environment, they include those elements of the external environment which
are indirectly influenced by the system of entrepreneurship, whereas the macro-
environment factors refer to those on which the economic entities cannot have any impact
on the market and even on the contrary - economic subjects have to adapt to the
conditions they form®. Both types of factors have a definite impact on entrepreneurial
activity. The microenvironment "has a remarkably influential influence on the style and
nature of entrepreneurial activity," it is in the focus of market processes, reflecting the most
significant market fluctuations "and its elements are in a state of constant mutual influence,
each of which can determine changes in the behavior of the other and is forced to adapt to
these changes™. At the same time, the macro-environment factors "carry restrictive and
sometimes stimulating properties" in relation to "the specific entrepreneurial

organization"**.

Environment and youth entrepreneurship — theoretical aspects

The impact of forces on the environment can create favorable or unfavorable
opportunities and threats for the start-up and development of youth entrepreneurship.
Therefore, one of the important tasks of young entrepreneurs is to know and study them.

In our opinion, the development of youth entrepreneurship is affected by both the
macro-environment factors involving a "broad set of elements" of "different nature and
socio-economic nature" and having "different impacts on one or other production and
entrepreneurial  activity"*? natural, demographic, economic, ecological, scientific,
technological, legislative, national, political, cultural, etc., as well as the factors of the
micro-environment - suppliers, competitors, clients, intermediaries.To these factors, some
authors also add the social environment, made up of "any group in the society that has

real or potential interest in the organization's activity and can have some influence on it"*.

One of the main and most important factors of the macroeconomic environment for
the development of youth entrepreneurship is the state policy. State policies and initiatives
are defined as "the most important factors that can turn the intention of becoming an
entrepreneur into actual behavior. Even though in modern market economies it is not the
government that starts new businesses, government policies and initiatives can shape the

conditions that are conducive to entrepreneurial endeavors™**.

® A. N. Asaul; E. G. Skumatov and G. E. Lokteeva, Metodologicheskie aspekty | formirovaniya |
razvitiya...
19 A. N. Asaul; E. G. Skumatov and G. E. Lokteeva, Metodologicheskie aspekty | formirovaniya |
razvitiya... 59-60.
' A, N. Asaul; E. G. Skumatov and G. E. Lokteeva, Metodologicheskie aspekty | formirovaniya |
razvitiya... 59-60.
2 A. N. Asaul; E. G. Skumatov and G. E. Lokteeva, Metodologicheskie aspekty | formirovaniya |
razvitiya... 59-60.
¥ G. Marinov; M. I. Velev and O. Geraskova, Ikonomika na predpriemacheskata... 47.
4 V. Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship in Bulgaria.
Baseline of the Bulgarian entrepreneurship ecosystem. Global Entrepreneurship Monitor Bulgaria,
2016, 35-36.

PH.D. RAYA MADGEROVA / PH. D. VYARA KYUROVA / PH. D. ANNY ATANASOVA
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In literary sources, government policy is analyzed in different directions - in terms of
administrative and regulatory framework, business registration procedures and costs,
active labor market policies, etc. To these can also be referred national and European
programs to start and support youth business.

In scientific studiesthe administrative and regulatory frameworkis seen as one of the
most important barriers to the start-up of young people. Key administrative and regulatory
burdens for young people are defined as “administrative burdens including businesses
registration, tax administration, obtaining investment approvals and business licenses,
coping with copyright and patent regulations, competition law, access to work space and
long-term leases, construction and building permits, customs clearances, utility hook-ups,
etc.”™. In this relation,Schoofthinks that “unfavourable or complex tax systems can kill off
new young enterprises in the startup phase and during their critical first few years of
business. Particularly young entrepreneurs (“teen entrepreneurs®) with little experience are
either put off by complex tax-regulations or are afraid of doing something wrong. Unlike
adult enterprises, young entrepreneurs often cannot afford to hire an accountant to assist

with tax administration™®.

The business registration procedures and costsare considered an obstacle for young
people, especially in some developing countries'’. Schoofpoints out that “particularly in
developing and transition countries, these procedures are oftenassociated with
bureaucracy, corruption and lack of transparency or accountability. In this context, young

people get easily tied up in red tape and lose their entrepreneurial enthusiasm”®,

The opinion with regard to the impact of active labour market policies is that they are
attractive because of the positive externalities of youth entrepreneurship (job creation,
innovation, social inclusion)™. At the same time, their assessments are twofold. Based on
the analysis of their application in a number of countries, it is concluded that they do not
always produce positive results due to fuzzy targets and poor evaluation methodologies.
On the other hand, however, it is reported thatthey can be efficacious in supporting the
self-employment of unemployed individuals®.

Of particular importance among the factors of the macro and micro-environment are
the five groups of key factors influencing youth entrepreneurship — “social and cultural
attitude towards youth entrepreneurship, entrepreneurship education, access to
finance/start-up financing, administrative and regulatory framework, business assistance

and support™.

It is clear that these factors are a manifestation of the external environment and to a
great extent reveal the existence of conditions and express the readiness of the society in
the face of the state bodies and institutions and the adopted policies to support the

> U. Schoof, Stimulating Youth Entrepreneurship: Barriers and incentives to enterprise start-ups by
young people.Series on Youth and Entrepreneurship (Geneva: International Labour Office, 2006),
23.
'® . schoof, Stimulating Youth Entrepreneurship: Barriers and incentives to Enterprise... 23.
7' U. Schoof, Stimulating Youth Entrepreneurship: Barriers and incentives to Enterprise...
'8 U. Schoof, Stimulating Youth Entrepreneurship: Barriers and incentives to Enterprise... 23.
' F. Green, Youth Entrepreneurship, OECD Centre for Entrepreneurship, SMEs and Local
Development. 2013.
0 . Green, Youth Entrepreneurship...
21 U. Schoof, Stimulating Youth Entrepreneurship: Barriers and incentives to Enterprise... 23.
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entrepreneurial initiatives of the young people. In this sense, the emerging external
conditions and the policy of stimulating and supporting youth entrepreneurship make
demands on it but, in addition, "enterprises created by entrepreneurs are largely the
creation of these external conditions because they determine their survival opportunities

and prospects for their development"?.

The availability of servicesthatsupport businessis also highlighted by a number of
authors as an important condition for the creation and development of entrepreneurship
among young people®. It is thought that “access to mentoring services by young
entrepreneurs enhances the chances of sustaining a new business beyond the start-up
phase”®. To the services supporting youth business authorsalso add the business
incubator activities that are important for the start-up business, the development of
innovation, job creation and the growth of small businesses. It is emphasized in this regard
that ,90 per cent of incubated business start-ups in Europe and the United States
remained active and growing after three and half years of operation, which was a much
higher success rate when compared to start-ups launched without incubation support’®.
Services supporting youth entrepreneurship, including those provided by business
incubators, are an important element of the institutional environment, whose degree of
development depends on the extent and direction of its impact.

To the conditions for the development of youth entrepreneurship, the authors also
include the specific measures taken in the so-called "soft" and "hard" support. They can
also be seen as an important element of the external environment related to state-level
policy and its implementation on site with the help of organizations and institutions, which
in this case are an element of the micro-environment. F. Green points out that "Soft
support" is related to providing various instructions, tips, help, information and formation
“particular skills (e.g. opportunity recognition, business planning, financial management,
sales and marketing), delivered either informally (e.g. a mentoring scheme) or more
formally by attending a course.”® According to him “the provision of such assistance is
designed to help young people make an effective transition into self-employment and
increase the sustainability of their business™’. To “Hard support” F. Green adds “policy
tools that offer micro-finance in the form of loans, grants or funding of their day-to-day
living expenses (e.g. replacing or augmenting existing unemployment benefits) to young

22 G. Marinov; M. I. Velev and O. Geraskova, Ikonomika na predpriemacheskata... 41.

2 M. Herrington; J. Kew and P. Kew, Global Entrepreneurship Monitor: 2010 South African Report
(Cape Town: University of Cape Town Graduate School of Business, 2010); M. Herrington; J. Kew;
M. Simrie and N. Turton, Global Entrepreneurship Monitor: 2011 South Africa Report (Cape Town:
University of Cape Town Graduate School of Business, 2011); O. Fatoki and L. Chindoga, “An
investigation into the obstacles to youth entrepreneurship in South Africa”, International Business
Research, Vol: 4 num 2, 2011: 161-169 and P. Kew; N. Turton; M. Herrington and J. D.
Christensen, The state of entrepreneurship in the Free State: A baseline study of entrepreneurial
intentions and activity amongst young men and women (South Africa: SME Observatory, 2013).

# W. Sambo, Factors influencing the development of youth entrepreneurship: the case of Ethekwini
municipality, South Africa, Problems and Perspectives in Management, Vol: 13, Issue 4 (2015):
162.

® 3. W. Maina, Factors influencing the development of youth entrepreneurship in OngataRongai
Township [online]. Master of Arts Thesis (Nairobi: University of Nairobi, 2012) Available at:
http://erepository.uonbi.ac.ke:8080/xmlui/handle/123456789/10886
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people”®®. He reckons that,as with soft support, they are designed to support young people

both pre and post start up”®.

Exploring the business environment for the development of youth entrepreneurship

Expert assessments of the business environment according to Global Entrepreneurship
Monitor Bulgaria

According to Doing Business Rankingof the World Bank for 2017 Bulgaria ranks 39th
among 190 countries according to business conditions, but only 20th in the EU*. Business
environment has a significance for this ranking.

According to the Global Entrepreneurship Monitor (GEM), presented in the annual
entrepreneurship reports in Bulgaria for 2015 and 2016, the business environment in the
country is characterized by a number of features, some of which have a negative impact
on the start-up and development of a business, and a number of peculiarities of the
environment conducive to these processes.

Expert assessments presented in both reports refer to the first group the following:
low levels of public trust in government, political and judicial systems; high levels of
corruption; strong energy dependence and risks to energy security; brain drain; low social
cohesion, growing social inequality, an aging population, worsening pension system and
health infrastructure, limited access to health and education, strong population migration,
strong fragmentation and social exclusion of large groups of the population (ethnic
minorities).

According to expert assessments, positive aspects of the environment are: relative
macroeconomic stability of the economy; declining unemployment rates; access to
infrastructure and services, low start-up costs; tax policy that stimulates business
development, etc.**

The expert study is focused “only on the environmental features that are expected to
have an important impact on the entrepreneurial activities, captured in the nine
entrepreneurial framework conditions (EFCs), rather than on general economic factors”*,
They are funding for entrepreneurship, cultural and social norms, government programs,
commercial and service infrastructure, state policies, physical infrastructure,

entrepreneurial education, market openness, R & D*.

The expert assessments show the following parameters for the framework conditions
for business for the two years (Table 1):

BE. Green, Youth Entrepreneurship... 15.

» E. Green, Youth Entrepreneurship... 15.

%9v. Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship...
1. Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship...
%2/, Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship... 36.
% V. Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship...
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Conditions 2015 2016

Access to physical infrastructure/services 6,8 6,86
Access to commercial and professional infrastructure 5,2 5,08
Government policies: taxes and bureaucracy 4,8 4,8
Financial environment 4,4 4,4
for entrepreneurship

Entrepreneurship education: vocational, professional and tertiary-level | 4,2 3,73
Internal market burdens 3,9 3,78
Internal market dynamics 3,6 4,88
R&D transfer 3,6 3,2
Cultural and social norms 3,5 3,67
Government entrepreneurship programs 3,4 3,13
Specific governmental support and entrepreneurship priority 2,9 2,61
Entrepreneurship education: primary and secondary level 2,6 2,54

Table 1

Expert assessments of the framework conditions for business development in
Bulgaria for 2015 and 2016

Source: Andonova, V., M. Krusteff, 2015/16 GEM national report on

entrepreneurship in Bulgaria Baseline of the Bulgarian entrepreneurship ecosystem.

Global Entrepreneurship Monitor Bulgaria, 2016, p. 63, www.GEMorg.bg; Andonova, V.,
M. Krusteff, 2016/17 GEM national report on entrepreneurship in Bulgaria.Global
Entrepreneurship Monitor Bulgaria, 2017, p. 78, www.GEMorg.bg
Note: According to the methodology used for the expert's examination, averaged

estimates are given at a scale of 1 (completely false) to 9 (completely true).

The highest estimate is the one foraccess to physical infrastructure/services. The
condition of the factors access to commercial and professional infrastructure, and
government policies: taxes and bureaucracy is also highly assessed.

As can be seen from the data presented, there are a number of weaknesses in the
business environment, with the lowest estimates given toentrepreneurship education at
primary and secondary levels andspecific governmental support and entrepreneurship
priority. It should be noted that expert assessments of business environment factors are
not improving (except those for Internal market dynamics and the Cultural and social
norms) and some of them are even experiencing some deterioration.

Experts identify government policy and corruption as the most limiting factors. The
assessments of the following conditions are negative: participation of companies in public
procurement; to support new and growing companies at national and local level, which is
not a priority for the relevant authorities; long deadlines for obtaining the required permits
and licenses; excessive bureaucracy, regulations and licensing requirements;
administrative burdens for new businesses, etc.

An important element of the entrepreneurship development policies are state
entrepreneurship programs. Taking into account the results of the Global Entrepreneurship
Monitor Bulgaria, it is necessary to note that they are not enough and those that exist do
not have an emphasis on youth entrepreneurship. Expert assessment of the effectiveness
of these programs and the ability of any new or growing company to get the necessary
help from them is very low over the two years - with estimates of around 3.Experts assess
higher the incentive role of science parks and business incubators (with an estimate of
around 4 for 2015 and 2016) as well as the availability of state programs for start-ups and
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developing companies (also with an assessment of 4 for the two years)®. In our view, if
there are conditions for the effective implementation of state programs for
entrepreneurship, they can be one of the main prerequisites for the inclusion of young
people in the active economic life.

By the assessments presented above we can see a significant problem in the
entrepreneurship education, especially at the primary and secondary levels, where the
greatest lagging behind is observed. The estimates for the entrepreneurship training at the
higher education level are comparatively good. In examining and analyzing education and
training in entrepreneurship, the highest estimate is given to business and management
training (2015 - 4.4 and for 2016 - 4). The role of the systems for special, professional and
continuing education and training in the process of starting and expanding a new firm -
with an average grade for the two years around 4 - is also relatively well
appreciated.lnadequate entrepreneurship education has a negative impact on
entrepreneurship capacity and readiness to start one’s own business. It is considered that
“young people who received business training at school are 1.2 times more likely to be

entrepreneurs”™®,

As presented in the table, cultural and social norms can also be defined as a limiting
factor. The low estimates of this factor for the two years are due to the fact that according
to the experts the risk and achievement of success on the basis of personal initiative, own
efforts and individual responsibilityare not adequately supported®.

We believe that, among other factors, financial environment for entrepreneurship
deserves particular attention with regard to the development of youth entrepreneurship.
Our rationale for this is that in research, young entrepreneurs’ access of to funding is
mentioned as one of the key factors for their business and it is pointed out that the lack of
funding affects the development of youth entrepreneurship on a global scale®’. As can be
seen from the data in Table 1, for both years the assessments of the financial environment
for entrepreneurship are at a medium level on the basis of the adopted assessment scale,
and no positive changes have been made to support young entrepreneurs.The
significance of the factor in terms of the country's conditions stems from the fact that young
entrepreneurs do not usually have enough personal financial resources to successfully
start their business. Critical aspects of the start-up financing can also be “the insufficient
financial culture of early-stage entrepreneurs, lack of adequate funds, lack of competent
fund managers andproficient investors, conservatism and risk-aversion of more traditional

fund providers such as banks and lack of a critical mass of angel investors™®,

Young people’s assessment of the business environment for the development of youth
entrepreneurship

The assessment of the young people for the business environment in Bulgaria is
based on the results of a survey on their attitudes towards realizing entrepreneurial ideas
and starting their own business. In the period April - June 2017, 142 young people under
the age of 29 were interviewed following the convenience method, of which 32.4% were

V. Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship...
% v. Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship... 36.
% V. Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship...
" U. Schoof, Stimulating Youth Entrepreneurship: Barriers and incentives to Enterprise...
% V. Andonova and M. Krusteff, 2015/16 GEM national report on entrepreneurship... 36.
PH.D. RAYA MADGEROVA / PH. D. VYARA KYUROVA / PH. D. ANNY ATANASOVA
PH. D. BLAGOVESTA KOYUNDZIYSKA-DAVIDKOVA /



REVISTA INCLUSIONES ISSN 0719-4706 VOLUMEN 6 — NUMERO ESPECIAL — ENERO/MARZO 2019

Study of the business environment for the development of youth entrepreneurship in Bulgaria. Theoretical and practical... pag. 100

men and 67.6% were women®. The characteristic of the interviewed young people shows
that 68.3% of them have secondary education and 31.7% have higher education. A
significant share is occupied by specialists in economics, management and tourism - a
total of 54.8% and over 18% in the field of technical sciences. 56.3% of the young people
surveyed are planning to start their own business in the near future. These results are an
important prerequisite for the adequacy and objectivity of the assessments made.

For the assessment of the interviewed young people about the business
environment in Bulgaria, it is important that almost 30% of them have previously
conducted environmental studies and 62.7% of competitors in connection with the
realization of their business idea. This fact reveals that they appreciate its importance for
entrepreneurial initiatives.

A significant part of the respondents (43%) assess the business environment at the
time of conducting the survey as appropriate for launching and developing the desired
business. Those who are clear that the environment is inappropriate are only 12.6%.

Based on the results of the survey, some environmental factors that impede the
development of youth entrepreneurship can be deduced. According to young people
surveyed, these factors should be subject to positive changes.

According to 59% of young people surveyed, the financial environment does not
have mechanisms to stimulate business creation, and therefore they intend to realize their
business ideas with their own funds and those from their family and friends. Restrictive
importance for the start-up business is the requirement of financial institutions to prove
their financial condition for a three-year period (the current and the previous two years),
unfavorable credit conditions and their distrust in the quality of young entrepreneurs. The
need to improve the financial environment and increase financial support for start-ups and
youth businesses is also indicatedby the fact that only 29% of respondents would trust the
banking system to finance their business, 11% of them would try to receive subsidies
under European programs and 8.5% from other sources.The weakness of the financial
environment can also be complemented by the low level of high-risk investment in the
country. Over 90% of respondents are unaware of such companies and are unaware of
the opportunities they provide, which clearly reveals the need to enrich the environment
with business angels.

As a significant problem of the business environment, respondents point to a
shortage of information on the policies and programs of the European Union. It restricts
not only the access of young entrepreneurs to financial resources through national and
European programs, but also through counseling and training. More than 76% of young
people surveyed indicated the need to improve the information environment and to get
acquainted with the opportunities provided by the European funds for enterprise
development and entrepreneurship.

With regard to ensuring optimal conditions for the creation and development of
entrepreneurial activity, the service infrastructure, including organizations and institutions
providing consultancy, legal, marketing, accounting and other support, is particularly
important. The analysis of the results reveals the need to significantly increase the role of

% Authors’ own survey under the project “Study of the Attitudes Towards Entrepreneurial Activity of
Women and Young People and their Training Needs”, 2017
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different organizations in the process of informing and consulting young people on all
aspects of the start-up organization and management. For example, most respondents
mostly need specialized advice from accounting firms and advertising marketing agencies
(52.2% of respondents). In addition, a significant proportion of respondents identified as
important the aid they could get from legal firms (17.6%). The support that young
entrepreneurs can get from business centers and business incubators - structures created
specifically to promote entrepreneurship and small business is insufficient. Only 7% of
young people surveyed feel they can get the help they need. The assessment of the
respondents and the assistance they would receive from the branch organizations is low -
4.2% are those who believe they can trust them. One of the reasons for the low estimates
of these elements of the service infrastructure is insufficient knowledge of the activities of
these organizations. One of the elements of the external environment assessed by young
people in the survey is education and training for entrepreneurship and business
management. Their assessment of this parameter shows that 52.1% of them consider their
business and entrepreneurship training to be sufficient to start and run their own business,
and 35.2% say improvement is needed. The result obtained is in line with the education
they acquired - as shown by the profile of the young people surveyed, it is predominantly
in the sphere of economics, management, tourism and technical sciences (72.8% of
respondents) which form anattitudetowards business and entrepreneurship. Nevertheless,
the need to improve the education of business and entrepreneurship by a significant part
of young people is indicative of the lagging behind of education in terms of preparing
young people for business.

Conclusion

From the presented analyzes and assessments, it can be concluded that the
business environment in Bulgaria, despite its development since the beginning of the
economic reforms of the 1990s, still does not provide the necessary favorable conditions
for the promotion of youth entrepreneurship. The business environment analysis highlights
a number of its areas of concern - negative factors that are a significant barrier to building
an entrepreneurial career by young people. Their presence has a retentive effect on
meeting the public need to promote entrepreneurship and the development of an
entrepreneurial economy. The reason for their manifestation is to be found in the short
period of the development of a market economy in the country (since the early 1990s) and
the difficult overcoming of stereotypes, views and behaviors, including economic ones,
inherited from the former socialist community.

The report shows that, along with negative factors affecting the business as a whole
(corruption and bureaucracy at all levels, redundant regulations and licensing
requirements, too long deadlines for obtaining permits and licenses, administrative
burdens for companies, etc.) in the business environment there are also those that
specifically impede youth entrepreneurship.

A significant part of the unfavorable factors are macro-environment ones. They are
mainly related to government policy. They are mainly expressed in insufficient special
support from the state for the development of youth entrepreneurship. In particular, no
specific program, measures, levers, and mechanisms have been developed to promote it.

In national strategic and programming documents, in order to stimulate the economic
activity of young people, the need for development of the youth entrepreneurship is
pointed out, but there are no specific mechanisms and ways for it, and consequently no
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systematic targeted actions in this direction”®. There are also no measures to reduce
administrative burdens as well as special mitigation conditions and regimes for young
entrepreneurs and start-ups. In view of this, we consider it necessary for the development
of the entrepreneurial processes among the youth to be secured by state normative acts,
which can guarantee their stimulation.

An important part of the state policy is the education and training in
entrepreneurship. The process of introducing entrepreneurship education at all levels of
education is slow. For this reason, it is still underdeveloped, its effectiveness is low and the
country is lagging behind in meeting the European Commission's demand for
entrepreneurial mindsets and attitudes, training and entrepreneurship training from earliest
childhood and motivating young people to start entrepreneurial career*’. Cultural and
social norms, stereotypes in society, public and individual attitudes are changing slowly.
Measures and actions related to entrepreneurial spirit formation and the creation of young
entrepreneurs would lead to the formation of cultural and social norms in society that
support entrepreneurship and challenge entrepreneurial behavior.

The disadvantages of the information environment make it difficult for young
entrepreneurs to access the information they need about the opportunities for start-up and
business development. Positive changes also require some elements of the micro-
environment, such as the service infrastructure and the financial environment. In the
process of improving service infrastructure, it is important not only to increase the number
of business centers and incubators, but also to develop mentoring and the creation of
more business parks to help the start-up of small businesses with the necessary advisory
support. Difficult access to finance raises the need to significantly improve the financial
environment and enrich the financial resources for young entrepreneurs. Setting up special
programs and financial mechanisms and expanding risky investments would help promote
innovative and high-tech youth entrepreneurship and support start-up businesses. In
conclusion, we believe that the business environment in Bulgaria should develop towards
providing mechanisms for specific state support and priority for youth entrepreneurship.
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