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Xpucmo froBcku 3a npenopskume u ymoureHusima, nomozHau
Hu B pabomama no moBa usgaHue.

CneyuarHa braeogapHocm gbvkum Ha pegakmopume Huka
VBaroBa (bbr2) u VBema KonyakoBa (aHer.) 3a npeyusHama
paboma no mekcma, Ha npeBogaua [lumep Ckun u Ha Kauw
AmaHacoB u capkumeaume om [loruepaguuHama 6asa Ha
bHb 3a BucokonpogecuorarHama u camoomBeprkera paboma,
HanpaBura  BpavoxkHo  HaBpemerHomo omneyamBatHe Ha
kruzama.
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. a chi esamina con diligenza le cose passate,
prevedere in ogni Republica le future...

Niccolo Machiavelli
“Discorsi sopra la prima Deca di Tito Livio”

... kodmo ucka ga npospe bvgewemo,
mps6Ba ga ce gonuma go MuHaAOMo...

Hukoro MakuaBeau
, Pasmuwnenus Bopxy nepbume gecem krueu Ha Tum AuBut” (, Pasmuturerus”)

... to whoever with diligence examines past events,
foretelling the future of any Republic comes with facility...

Niccolo Machiavelli
“Discourses on the First Decade of Titus Livius“ (The Discourses)
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Kamo egHa om Hall-cmapume Hauuo-
HaAHU uHcmumyuuu bHB e cpeg cmoxkepu-
me Ha mogepHama Obacapcka gbprkaBrocm,
Ha koumo ce ocHoBaBa cmonarckomo pas-
Bumue Ha bbacapus.

bbacapckama HapogHa Oanka e cb3ga-
geHa HenocpegcmBero caeg OcBoborkgerue-
mo, Ha 25 sHyapu 1879 2, c ykas Ha kns3
AoHgykoB-KopcakoB, komucap Ha pyckus
umnepamop 6 bbAcapus. 3a ynpaBumen e
HasHaueH koaexkkusim cbBemuuk AygBue Kap-
6oHbop — yuHOBHUk 3a ocobeHu nopbuku 6
MuHucmepcmBomo Ha ¢uHaHcume Ha Py-
cusi, @ Ha 6 IOHU CbWwama 20guHa, ombeas3-
BaHa kamo poskgeHa gama Ha ueHmpaaHama
Oanka Ha bbacapus, e usbBbpwena u nbpbama
6ankoBa onepauus.

Vicmopusima Ha bHB e BcbwHocm
paskaz 3a cmonaHckomo pasBumue Ha bba-
2apusi caeg OcBobokgeHuemo. Cbgbama Ha
6ankama ompassiba xapakmepHume uepmu
Ha Obrcapckomo cmonaHncko pasBumue u
ocmaBs Bbpxy Heeo cBosi omneuambk. Beue
130 2oguHu bbAcapusi, a ¢ Hes u ueHmpas-
Hama u Oanka, npemunaBam npe3 nepuogu
Ha ukoHomuuecku pasuBem u ynagwvk, kou-
mo sicHo ouepmaBam cmonaxckusi peaed Ha
cmpaHama.

PasBumuemo Ha mogepHume obwecm-
Ba, MAXHOMO UHCMUMYUUOHHO CMpOUMeA-
cmBo u ukonomuuecku Hanpegbk HeBuHazu
cbBnagam ¢ Bpememo Ha yupegsbane u yc-
mpotcmBo Ha MexHuUMe HauUuOHaAHU UeHm-
parHu Oanku. Aobpe usbecmen ¢akm e, ue
ueHmpaAaHume Oarku Ha peguua pasBbumu

As one of the nation’s oldest offices,
the BNB is that pillar of modern Bulgarian
sovereignty upon which Bulgaria’s economic
development rests.

An Ukaze of the Prince Dondoukoff-Kor-
sakoff, Russian Imperial Commissioner to Bul-
garia, established the Bulgarian National Bank
on January 25th, 1879, immediately after the
Liberation. Governor was Special Commissions
Official Ludovig Carbonneur, an officer of the
Russian Ministry of Finance. June 6th of that
year, inaugural day of the Bulgarian National
Bank, saw the first banking transaction.

The history of the BNB is nothing less
than the story of Bulgaria’s post-Liberation
economy. The Bank’s fate reflects the char-
acteristic features of national economic devel-
opment, in turn stamping upon it its ineras-
able imprint. Over the past 130 years, modern
Bulgaria and its central bank have scaled the
crests of prosperity and trodden the depths of
decline which together shape the economic
relief map of Bulgaria.

"o T
Ty

NygBue Kapborbop
Ludovig Carbonneur

YemaB Ha bwazapckama
HapogHa batka, 1879 2

Atticles of Association of the
Bulgarian National Bank, 1879



gHec gbpkabu ca cb3gageHu egba npes XX 6.,
kamo 6 Hauaromo my 6 cBema cbwecm-
ByBam camo ocemHagecem, egHa om kou-
mo e bHb — mpunagecemama no pega Ha
cb3gabaHemo U cpeg ueHmpaaHume Oanku.
Toba, koemo omauuyaBa BHB om noBeuemo
gpyeu ueHmpaaHu Oanku, e, ye ms He camo
e BpbcmHuua Ha cbBpemenHama Obacapcka
gbprkaba, Ho cbsgaBaHemo u npegxoxkga Bb8
Bpememo makuBa ocHoBonoaazawu 3a Bb3-
pakgaHemo Ha Obaeapckama gbprkabHocm
cboumusi, kamo cBukBanemo Ha Vupegumen-
Homo cbbpaHue, uspabomBaHemo u npuema-
Hemo Ha KoHcmumyuusima, usbopa Ha gbp-
*kaBen 2naBa u cbcmaBsHemo Ha nbpBomo
npabumeacmBo.

The development of modern societies,
their institutional advancement, and trading prog-
ress do not invariably imply the establishment of
national banks. It is a well-known fact that the
central banks of a number of today’s developed
nations emerged only in the 20th Century; only
18 such banks existed at the fin de siécle, one
of them being the BNB, the world’s 13th succes-
sive central bank by date of establishment. What
distinguishes the BNB from most other central
banks is that it is of the same age as the modern
Bulgarian state and its establishment preceded
the convening of the Constituent Assembly, the
working out and adopting of the Constitution,
the election of the head of the state and the
formation of the first government.
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Cb3AABAHE HA bHB THE BNB AND
1 PASBUTVIE THE GROWTH
HA KATTTAAVIBMA  OF BULGARIAN

B BEbAIAPIIA  CAPITALISM
(1879-1944)
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BHB e cb3gageHa kamo aBmoHomHO
gbpkabHo yupexkgeHue, koemo ce Hamupa
nog kowmpoaa Ha MunucmepcmBomo Ha
¢duHancume. Kanumaabm u Bb3Ausa Ha 2 MAH.
¢dpercku dpparka, om koumo 1800 XxuA. ocHo-
BeH u 200 xua. pesepBen. B ycmaBa konk-
pemHo ce nocouBam onepauuume, koumo
msi mpsioBa ga usbbpwbBa: ga npuema cpou-
HU u Ge3cpouHu BrozoBe u napu no mekywu
cmemku, ga npegocmaBs napu cpewy cuzyp-
HU 2apaHuuu, ga ckoHmupa noAuuu u gpyeu
cpouHu 3agbikeHusi, ga npeBexkga napuuHu
cymu, ga omkpuBa nognucku 3a gbpkaBru
u obwuHcku 3aemu, ga usBbpwBa nokynka
u npogaxkba 3a cBost uau 3a uykga cmemka
Ha OAa2opogHU Memaau, vy>kgecmpaHHu Mo-
Hemu, BbmpewHu u uykgecmpaHHU MeHU-
MeAHUUU, ga npuema 3a CbxpaHeHue (cpewy
3anAawaHe) napu u ueHHocmu, ga usBbpuw-
Ba OesBbamesgHo kacoBomo obcaykBare Ha
gbpkabHust blogkem. He ce paspewaBa bHbB
ga kpegumupa gbpkaBama. CBobogHume
cpegcmBa Ha Orogkema msi cbxpaHsiBa Oes-
AuxBeHo, kamo uma npabo ga 2u usnoasba
6 cBosima kpegumna getiHocm!. Om 21 mai
1879 2. Bausza 6 cura u ,VHcmpykuus 3a BHB
u HeliHume omgeAeHus”, ¢ kosmo nogpobHo
ca onpegeAeHu 3agbikeHusima u geliHocmma
Ha OankoBume caykumeau, npaBurama 3a
usBbpwbaHe Ha OGankoBume onepauuu u 3a
BogeHe Ha cuemoBogcmBomo u gerobogcm-
Bomo, ypegbama Ha GankoBomo xpaHuAuwe
u HezoBama oxpaHa.

AelHocmma Ha bHbB 3anouBa Ha 6 toHU
1879 2, koeamo gbpkaBama BHacs B OGarka-

1 Yemabb boneapckazo HapogHazo barka. — Bb6:
tO6uneerb coopruks Ha Bbazapckama napogHa Oarka, 1879-
1929 2 C., 1929, c. 137 u cA.

At institution, the Bank was an autono-
mous office of state under Ministry of Finance
control. Its authorised capital was two mil-
lion French francs: fixed capital worth 1.8
million and reserve capital worth 200,000.
Articles of Association stipulated the opera-
tions the Bank would conduct: taking time
and demand deposits, administering current
accounts, lending against sound security,
discounting policies and other term bonds,
transferring money, opening subscriptions for
government and municipal loans, trading in
noble metals, foreign coinage, domestic and
foreign exchange on its own account or as
an agent, safekeeping (against consideration)

TV
? ) &
_ Womateié Hneat Dby
(-..my.m., A avas Farens
e el - [ ? 4. e

monies and valuables, and servicing the state
budget (for no consideration). The Bank was
not allowed to lend to government. It kept
any free budget funds at no interest, hav-
ing the right to employ them for its lending

MpBo wamHo pasnucaHue Ha
bHb, 25 awnyapu 1879 a

The first payroll schedule of the
BNB, 25 January 1879
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ma 8 697 043 AB. Om masu cyma 1800 Xua.
AB. ca ocHoBeH kanuman, 200 xuA. AB. pesep-
BeH ¢oHg, a ocmanarama uvacm e Broz Ha
pasnonokerue Ha CbkpoBuwemo. [lMbpBama
nAacmeHmHa onepauusi bHB ocbwecmBsaba
8 gens Ha omkpuBanemo cu, kamo cpewy
3an02 € omnycHam 3aem om 1500 AB., a Ha
18 cenmemBpu ce npoBexkga u nbpBama
ckonmoBa onepauus 3a 13 620 AB.

Owe npu nbpBume cmbnku B naac-
mMeHmHama u getiHocm cmaba sicHo, ue ka-
mo uHcmumym 3a kpamkocpoueHn kpegum
ms we cpewa mpygHoOCmu, 3awomo AUYHU-
me 3aemu, ckoHmupaHemo Ha mbpzoBcku no-
AuuU U gpyeume ¢opmu Ha kpamkocpouro
kpegumupare psigko ce usnoasbam B Ha-
uuoHaaHomo cmonarncmbo. OcobeHo crabo
e mbpceHemo Ha kpamkocpounu kpegumu
usbbH okuBeHume mbpeobcku ueHmpoBe Ha
cmparnama, 6 koumo Gankama Hsima kaoHo-
Be. Ta onepupa npegumHo 6 cmoauuama,
kosimo cbc cBoume 20 500 >kumeAu mozaBa
e u3BbH kpbea Ha cbuwecmBerus 3a ukoHomu-
kama cmonancku obopom. 3amoBa owe Ha
5 toau 1879 2. bGankama ucka om Duwanco-
Bus omgea ga 6bgam omkpumu kaoHoBe B
CBuwoB, Pyce, BapHa u TbpHOBO2.

3a cbwecmByBaHemo Ha mpygHocmu
npu npoBeskgaHemo Ha onpegeaeHama om yc-
maBa kpamkocpouHa naacmeHmHa geliHocm
owe npe3 1879 2 cBbugemeacmBa kacoBama
HaauuHocm Ha Oarkama, kosmo Bb3auza Ha
99% om Bcuuku HelHu akmuBu. lMNpe3 creg-
Bawume 2oguHu ms HamaasBa, HO u npes
1883 2 e 6auso 11% (BpemeHHo ynpabBasiBaw

2 MMbpbo e omkpum kaoH Ha Oankama 8 Pyce (1884 =),
a creg moBa 6b6 Bapha (1885 2) u [MaoBguB (1886 2.).

needs'. From 21 May 1879, an enabling in-
strument to the Articles (the Instruction on the
BNB and its Divisions) set in detail the obli-
gations and activities of bank employees, the
rules of banking transaction, accounting and
record-keeping, the regulation and security of
the bank depository.

The BNB began trading on 6 June 1879
by taking a deposit of 8,697,043 levs from the
state. Of this 1,800,000 levs represented fixed
capital, 200,000 levs were reserves, and the
balance was a Treasury deposit. The Bank'’s
first sale came on inauguration day in the
form of a 1500 levs loan against security; Sep-
tember 18th saw the first discount operation,
involving 13,620 levs.

From the very outset it was clear that
the Bank would face an uphill battle in sell-
ing short-term credit: the national economy
has scant knowledge of personal loans, trade
policy discounting, and other forms of short-
term credit. Demand for short-term credit was
particularly weak outside Bulgaria’s large com-
mercial centres, in which the Bank was yet to
open branches. Indeed, it operated mainly in
the capital city which, with its mere 20,500
inhabitants, was remote from spheres of sig-
nificant commercial exchange. This was one
reason why, as early as July 5th, 1879, the
Bank requested its Financial Department to
fund new branches in Svishtov, Ruse, Varna,
and Tarnovo?.

The Bank’s cash holdings, which stood
at 99 per cent of its entire assets, showed
how hard it was to sell the short-term credit

1 YemaBp boreapckaeo HapogHaeo banka, in fObuneets cbopHuks
Ha bwrcapckama HapogHa barka [A BNB Anniversary Collection],
1879-1929, Sofia, 1929, p. 137 et seq.

2 The banch in Ruse opened first (1894), followed by those in
Varna (1885) and Plovdiv (1886).



VBaHuua 16aHo6, 12.X.1883-30.X1.1883). pu
mesu ycroBus BHE moke ga pasbuBa kpe-
gumHonAaCMeHmMHa geliHocm camo CbC cobc-
mbeHu cpegcmBa u om Hauarnomo Ha 1880 2.
cnupa npuemaHemo Ha Baozobe. B cbwomo
Bpeme ceackomo Haceaerue, npaBumencm-
Bomo Ha V3mouHa Pymeaust u epagckume
obwuHU cnewHo ce Hykgasm om kpegumu.
3amoBa owe npe3 1879 2 Garnkama ucka om
npaBumeacmBomo paspewerue ga omnycka
3aemu Ha 3emegeackume kacu u Ha pyme-
Autickomo npaBumeacmBo, a om 1882 2 — u
Ha epagckume obwuHu u okpwkusma.

Taka owe npe3 nbpBama 2oguHa om
cbwecmByBbaHemo cu, 3a ga omeoBopu Ha
nompebHocmume Ha cmonatckus >kuBom 6
cmpanama, bHB om mbpeoBcka OGanka 3a
kpamkocpouen kpegum (cbeaacHo ycmaBa
u) ce npeBpbwa B OGanka u 3a gbaeocpoueH
kpegum (ynpaBumea Tleopeu XKeasizskoBuy,
1.VII.1879-26.1V.1881).

Aokamo onepupa camo 6 Codus,
HelHama nAaCMeHmMHa geldHOCM €  CAa-
6a. lMpe3 1879 2 gebumHusim ocmambk Ha
uykgecmparnHume U kopecnoHgenmu Bb3au-
3a Ha 17 xuA. AB., nopmdetrbm — Ha 10 XuA.
AB., kpamkocpounume 3aemu — Ha 8 XuA. AB.,
gbAcOCpOUHUME 3aemu (3a 3emegenckume ka-
cu) — Ha 41 xuA. AB., a kauenmume U ca
Bcuuko 86, om koumo ocHoBHu ca gbprkab-
Homo cbkpoBuwe u gbama codusHuu.

Mpe3 nbpBume 20guHu om cbwecmBy-
Banemo cu 6ankama mbpcu nbmuwa u ¢op-
MU, 3a ga npucnocobu cBoume onepauuu
kbm konkpemHume Hykgu Ha cmonaHcmBo-

decreed by the 1879 Articles of Association.
In the years to come, this share was to de-
cline, but even in 1883 it came to almost
11 per cent (Acting Governor Ivanitsa Ivanov,
October 12th, 1883 to November 30th, 1883).
Under these conditions, the BNB could only
use its own resources to fund credit; in early
1880 it stopped taking deposits. Meanwhile,
farmers, the Government of Eastern Roumelia,
and city fathers badly needed credit; as early
as 1879, the Bank asked the Cabinet’s leave
to lend to farmers’ mutual banks and the
Roumelian government. From 1882, it could
also lend to urban and rural municipalities.

Thus, in answering the needs of na-
tional trade at its outset, the BNB transformed
itself from a retail bank offering short-term
credit (as stated in its Articles) into one which

also offered long-term credit (Governor Geor-
gi Zhelyazkovich, July 1st, 1879 to April 26th,
1881).

Sales were poor while the Bank was

leopeu XKensiskoBuu
Georgi Zhelyazkovich

Coduticka yruua 6 kpas Ha XIX 6.

A street in Sofia in the late 19th
Century
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Vcugop MuxadinoBuy
Isidor Mihaylovich
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mo. 3amoBa opeaHusauuoHHomo u ¢yHkuu-
OHaAHOMO U uszpakgaHe e cBbpsaHo C MHO-
200polHu npoekmu Ha agmuHucmpamuBHu
u 3akoHoBu akmoBe, upes koumo ce npaBu
onum ga ce pewabam He camo HelHume
npobAemu, HO U npobAemume Ha HauuOHaA-
Hama mbpeoBus u kpegum. Hskou Hegocma-
mbuu 6 HopmamuBHama ypegba gaBam no-
Bog ga ce 3azo0bopu 3a peopzaHusauus owge
6 nbpBume meceuu caeg cbdgaBaHemo U.
Mpe3 toau 1879 2 npamenuuu Ha gbe
pycku Gankepcku kbwu om Cawnkm Memep-
Oype npegcmabsm Ha npabumeacmBomo
npoekm 3a ,HoBa HapogHa Oanka“, ocHoBaHa
Ha akuuoHepeH npuHuun, HO Mol e omx-
BbpaeH om HapogHomo cbhbparue® no Bpe-
Me Ha m.Hap. ,pekum Ha nbAHOMOWUSMA®“.
foguHu no-kbcHo, npe3 1883 2, AppxkabBru-
sm cbBem ymBbprkgaBa HoB ycmab Ha BHB,
kolimo npegBukga yupegsbanemo u kamo
6esumenHo akuuonepHo gpykecmBo c ocHo-
BeH kanumaa om ,12 000 000 AB., pasgeneH
Ha 40 xuA. akuuu no 300 AB. egHama“. EgHa
mpema uyacm om akuuume mpsb6Baro ga
obge uskynena om gbpkaBromo cvkpobuuwge,
a ocmaHaaume gBe mpemu — om YacCMHU Au-
ua upes nydbauuHa nognucka. NpegBugeHomo
ype3 mosu ycmaB npeycmpolicmBo Ha OaH-
kama He e ocbwecmBeHo, om egHa cmpa-
Ha, nopagu HeBbamokHocmma B ©OegHama
Ha cBobogHu napuuHu cpegcmBa Obacapcka
ukoHomuka ga ce ocueypu HabupaHemo Ha
akuuu u cbombBemHo Ha ocHobBen kanumaa,
a om gpyza cmpaHa, nopagu npomsHama
6 noaumuueckama obcmanoBka, cBbpsaHa c

3 Anebruuu Ha ll-omo ObukHoBerro HapogHo Chbpanue, k. |,
c. 945.

based only in Sofia. In 1879 the debit balance
of its foreign correspondents came to 17,000
levs, the portfolio was 10,000 levs, short-term
loans extended came to 8,000 levs, long term
loans (to farmers’ mutuals) were for 41,000
levs, and there were but 86 clients, headed
by the Treasury and two affluent Sofianites.

In its first years of existence, the Bank
sought ways and means to adapt itself to
the specific needs of the economy. lIts or-
ganisational and functional development thus
involved a multiplicity of administrative and
statutory attempts to solve Bank issues, and
those of the nation’s trade and credit. Indeed,
statutory shortcomings led to talk of reorgani-
sation in the very first months after the Bank'’s
establishment.

In July 1879 representatives of two Rus-
sian banking houses tabled before the cabinet
a draft for a “New People’s Bank” on the
share equity principle; this was rejected by
the National Assembly? under the so called
‘regime of commissions”. Years later, in 1883
the State Council approved a new Articles of
Association of the BNB providing for the insti-
tution of an anonymous equity company with
a fixed capital of “12,000,000 levs, divided
into 40,000 shares of 300 levs each.” A third of
the shares were to have gone to the Treasury
and the other two thirds to private investors
through public subscription. The stipulated un-
der these Articles reorganization of the Bank
did not materialize, on the one hand, due to
the inability of the Bulgarian economy that
was poor in free cash to ensure issuing shares

3 AwebBruyu Ha ll-omo ObukroBero Hapogro Cwbpatue [Records
of the 2nd National Assembly], Vol. I, p. 945.



ugbaHemo Ha Baacm npe3 1884 2. Ha npabu-
meacmBomo Ha [Memko KapaBeaoB, kolmo
e ybegeH npuBbpikenuk Ha 3anasbaHemo Ha
BHB kamo gbpkaBra Oawka.

Caeg kamo om 1882 2 BHbB 3anouBa ga
omnycka 3aemu u Ha okpwkusi, obwuHU U yu-
pexkgerusi, msi paswupsiBa 3HauumeaHo kpbea
Ha akmuBHume cu onepauuu (ynpaBasbauwst
Vicugop MuxatiroBuy, 27.1V.1881-11.X.1883) u
32 nbpBume nem 2oguHu gebumHusm ocma-
mbk Ha uykgecmpanHume u kopecnongeHmu
gocmuza 492 xua. AB.; nopmdelrbm — 366 XUA.
AB.; HaauuHoCcmume no cneuuarHu mekyuwiu
cmemku — 1220 xua. AB.; kpamkocpounume
3aemu — 93 xuA. AB.; 3aemume 3a okpwbikus,
oOwuHU u yupexkgeruss — 1054 xua. AB., a
3aemume 3a 3emegenckume kacu — 677 XuA.
AB.> C HapacmBaHemo Ha kpegumHume one-
pauuu ce yBeauuaBa u yucmama nevyanba Ha
O6aHkama, kosmo npe3 1883 2 Bb3ausa Ha
11.5% om ocHoBHus u 3anacHust U kanumaa,
a npe3 1884 2 Beue e 20.8%.

Caeg npuemaHemo Ha 3akoHa om
1885 2. 3anouba HoB nepuog 6 pasbumuemo
Ha bHbB. Pedopmama om 1885 2 gobekga
go pasHooOpassibave Ha OarkoBume onepa-
uuu (ynpabumea MBan EBcmpamueB lewob,
1.X11.1883-25.VIII.1886). Kbm usbbpwbaHume
gomozaBa onepauuu ce gobabsm unomeu-
Husm kpegum, kpegumbm cpewy AuYHU
2apaHuuu, ckonmupaHemo Ha cbkpoBuwiHu
boHoBe u kpegumupanemo Ha gbprkaBama.
Cnopeg HoBusi 3akoH cpeg ¢yHkuuume Ha
BHB Ha nbpBo mscmo e emucuoHHama, kak-
Mo u 3agayama ga ,ocuzypsiBa cmabuanocm-

4 be3 ga e mumyasip, ynpabasiBawusim usnbarsiba dyHkuuume
Ha ynpabumea.

5 lObuneeHb cbopHukb Ha BHb..., c. 105 u 185.

and respectively equity, and, on the other
hand, owing to the changing political situation
resulting from the coming into power in 1884
of the cabinet of Petko Karavelov who was a
staunch supporter of the idea that the BNB
should remain as a state-owned bank.

After receiving leave to lend to local
government and offices of state in 1882, the
BNB considerably broadened its active oper-
ations (Acting Governor# Isidor Mihaylovich,
April 27th, 1881 to October 11th, 1883). Within
five years the debit balance of its foreign cor-
respondents reached 492,000 levs, the port-
folio came to 366,000 levs, special account
balances to 1,220,000 levs, short-term loans to
93,000 levs, municipal and government loans
to 1,054,000 levs, and farmers’ mutuals to

WBan EBcmpamuel lewoB
Ivan Evstratiev Geshov

YEAR

Vkas Ha kwsis Depgunarg |

3a ymBbpkgabare Ha 3akoH 3a
usgaBare om bHb Ha unomekap-
HU obAueauuu 3a 20 MAH. AB.,

15 gekemBpu 1891 2

Decree of Knyaz Ferdinand |
on the adoption of the Law on
mortgage bonds issue by the
BNB of 20 million levs,

15 December 1891

677,000 levs®. Lending growth boosted net
profit, which in 1883 came to 11.5 per cent

4 The Acting Governor had the duties, but not the rank, of
Governor.
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5 Obuneerv coopruks Ha bHB [A BNB Anniversary Collection],
p. 105 and p. 185.
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ma Ha MOHemama“ u ,ga pezyAupa napuyHo-
mo obpaweHue 6 cmpaHama“. 3a moBa ms
caegBa ga pasnonaza camo ¢ kpamkocpounu
usmouHuuu (6ankHomu) u ga ocbwecmBs-
Ba eguHcmBero kpamkocpounu u cueypHu
naacmeHmu. ,YnpabaeHuemo na bHB u Ha
Bcuuku HeliHu onepauuu ce noBepsiBam Ha
ynpaBumenst Ha Oankama, kolimo ce HasHa-
yaBa om Khsi3a no npegcmabsHe om muHuc-
mbpa Ha puHaHcume”, kamo cbwecmByBa u
pasnopegba, ypexkgawa Hesabucumomo noao-
*keHue Ha BucokonocmaBernume caykumeau
Ha OaHkama. OcHoBHusim kanumaa Ha BHbB
e 10 mAH. 3namHu AeBa, kolmo ce BHacs om
gbpkabama, Ho e cobcmBeHocm Ha Oanka-
ma, a gbpkaBama cu 3anazBa npabomo Ha
npoueHm om neuyarbama. Ho 3arezHarusm 6
3akoHa pasmep Ha ocHoBHusi kanumaa He e
usirocmHo BrHeceH om gbprkaBama (go 1902 2.
ca Brecenu egbBa 9.12 maH. AB.) u BbHbB ce
okasBa camo ¢ 2500 xuA. AB. ocHoBeH kanu-
maa u 0e3 obopomHu cpegcmBa. Npu moBa
caeg Cpbbcko-6brzapckama BotiHa (1885 2)
3HaUUMeAHa Yacm om HaAuuHusi kanumana e
aHeakupara B8 uykGuHa 3a Hykgume Ha gbp-
*kaBHomo cbkpobuuwie®.

Byprume obwecmBeHo-noaumuuecku
cboumust u rowume ukonomuuecku ycroBus
6 kpast Ha 80-me 2oguHu Ha XIX 8. cb3gabam
HebAazonpusimua obcmanoBka, npu kosimo
6aHkama u3BbpwBa pegobHa geliHocm camo
Hskoako meceua zoguwHo (ynpabasBaw, Au-
mumbp [TonoB, 26.VIIL.1886-3.X11.1887). Aopu
u npe3 1888 2 mga e npuHygeHa nepuoguyHo
ga npekpamsBa u ga nogHoBs8a kpegumtu-

6 lO6uael Ha BHB. — CnucaHue Ha Bbacapckomo Ekonomu-
uecko ApykecmBo, VIII, 1904, ku. 6, c. 390.

of fixed and reserve capital, reaching 20.8
per cent the year after.

Adoption of the 1885 Law marked the
start of the second period of BNB develop-
ment. The 1885 reform diversified the scope
of banking operations (Governor Ivan Evstra-
tiev Geshov, December 1st, 1883 to August
25th, 1886). The range of operations now in-
cluded mortgages, loans against personal se-
curity, treasury bond discounting and lending
to government. The new Law saw the BNB
primarily as an issuing bank, with the duties
of ensuring monetary stability and of regulat-
ing domestic money circulation. It followed
that the Bank would rely solely on short-term
sources (banknotes) and engage solely in se-
cure short-term credit. “The management of
the BNB and that of all its operations shall be
entrusted to the Bank’s Governor who shall be
appointed by HRH the Prince upon submission
by the Minister of Finance”; a provision also
stipulated that senior Bank executives would
enjoy an independent status. The BNB’s fixed
capital was set at 10 million gold levs, paid
up by the government and representing Bank
property, with the government reserving the
right to a share of profits. Yet, the statutory
capital was never paid-in by the government
(by 1902, only 9.12 million levs had been paid
in) and the BNB was left with just 2.5 mil-
lion levs fixed capital and no working capital.
Moreover, after the Servian-Bulgarian War, a
significant equity share was committed abroad
for the needs of the Treasury®.

Public and political tumult and poor

6 “lObunet Ha bHE” [The BNB’s Anniversary], in CnucaHue Ha
bwrzapckomo EkoHomuyecko ApykecmBo [Journal of the Bulgarian
Economics Society], Vol. VIII, 1904, No. 6, p. 390.



me cu onepauuu. Benpeku moBa kpegumna-
ma u geliHocm nocmeneHHO ce 3acuAbBa.

Pazbumuemo u paswupsibaHemo Ha
getiHocmma Ha 6ankama go 1900 2 (Muxa-
uA TeneB, ynpabasBaw, 4.XI1.1887-31.XI11.1893,
ynpabumen 1.1.1894-18.1.1899, u CmedaH
KapagkoB, ynpabasBaw, 19.1.1899-28.11.1899,
ynpaBumen 1.111.1899-30.1X.1905) ce Bukga
om gaHHUMe 3a HellHUMe onepauuu u om
kacoBume HaauuHocmu. Om 33 923 npes
1886 2 Oposim Ha onepauuume U ce yBeau-
yaBa Ha 269 936 npe3 1900 2, a kacoBusim
obopom om 40.8 mAH. AB. 20guwHO gocmuga
432.6 MAH. AB.

Makap u npu HegocmambuHo pasbum
kpegum 6 cmpanama, bHB cbc cBoume 5
kaoHa Beue obcaykBa ,ueauss mbpeoBeku u
npousBogumeaeH kpegum, nognomacaHa 6
masi Cu poAs camO Om yYacmHume gpebHU
6ankepu, uau no-ckopo auxBapu“’. Bwvnpeku
mexkkume ycroBusi GaazoycmposiBaHemo Ha
epagoBeme ce yckopsiBa, a npomuwaeHocm-
ma, mpaHcnopmbm U CbOOWeEHUsIMa ce Mo-
gepHusupam, koemo nopakga Hykgama om
gbreocpoueH kpegum. Mo uckane Ha Oanka-
ma u ce gaBa npaBo ga paswupu gbAr2OCpPOY-
HUmMe cu onepauuu, naacupaltku unomeunu
obauzauuu B8 uykounad. Cpokbm Ha unome-
kapHume 3aemu 6uBa ygbnkeH om 1 Ha 30
2oguHu, kamo cpegHozoguwHo 6 nepuoga
1887-1902 2. gbaeocpouHume kpegumu Beue
Bb3ausam Ha 33% om akmuBume Ha OaH-
kama.

Mopmdelabm U cbwo 3anouBa ga Ha-
pacmBa, a caeg omkpuBaremo Ha kaornobe 8

7 onoBy, K. I Cmonaticka Bbazapust npB3b 1911 2 — CoopHukb
Ha BAH, 1916, kn. 8, c. 398.

8 3akonb 3a usgabanue obauzauuu 3a 10 000 000 AeBa omb
B.H.b. (Appkabenb Bscmuuks, 6p. 65 om 1886 2) u 3akonb
3a usgaBarue unomekapHu obauzauuu omb 20 000 000 AeBa
(Abpkaberb BscmHuks, O6p. 2 om 1892 2.).

trading in the late 1880s formed an unprom-
ising setting for the Bank’s business, with
normal conditions obtaining only for a few
months each year (Governor Dimitar Popoy,
August 26th, 1886 to December 3rd, 1887).

In 1888, the Bank found itself forced to
halt and resume lending periodically. Despite
this, its lending operations gradually grew.

Expansion and development of the
Bank up to 1900 (Mihail Tenev, Acting Gover-
nor December 4th, 1887 to December 31st,
1893, and Governor January 1st, 1894 to Jan-
uary 18th, 1899 and Acting Governor Stefan
Karadzhov, January 19th, 1899 to February
28th, 1899 and Governor March Tst, 1899 to
September 30th, 1905) is evident from data
on its operations and cashflow. From 33,923
in 1886, the number of operations grew to
269,936 by 1900, cash turnover rising from
40.8 million levs to 432.6 million levs.

Though Bulgarian credit was in its in-
fancy, the BNB with its five branches was now
servicing “the entirety of commercial and man-
ufacturing credit, assisted in this role solely
by small private bankers, or rather usurers””.
Despite the depression, urban amelioration
was accelerating, while industry, transport,
and communications were modernising, re-
quiring long-term credit. The Bank request-
ed, and received, rights to broaden long-
term operations by offering mortgage bonds
abroad8. Mortgage terms lengthened from a
year to 30 years, with long-term credit com-
prising a third of the Bank’s assets in the
1887 to 1902 period.

7 [onoBy, K. I [Popov, K. G.], “Cmonatcka bsreapus npbsp 1911
2/ [“Economic Bulgaria in 1911”] in CbopHuks Ha BAH [The
Bulgarian Academy of Sciences’ Collected Publications], 1916,
Vol. 8, p. 398.

8 “3akonb 3a usgabarue obaueayuu 3a 10,000,000 reba omb b.H.b!
[Law on the Issuance of Bonds to the Value of 10,000,000 levs],
in Avpkabern Bscmuuks [The State Cazette], No. 65 of 1886
and “3akonb 3a usgaBaque unomekapru obaueayuu oms 20 000 000
Aeba” [Law on the Issuance of Mortgage Bonds to the Value of
20,000,000 levs], in Abpkabers Bscmuuks, No. 2 of 1892.

Cmedan KapagrkoB
Stefan Karadzhov
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Hal-okuBeHume Obacapcku mbpeoBcku epago-
Be gonbAHUMeAHO ce 3acuaBam ckoHmoBume
onepauuu. Aokamo 3a nbpBume nem zogu-
HU nopmdelabm Bb3ausa Ha 923 xuA. AB.,
npe3 1889-1893 2 mou Beue e 5276 xuA. AB.,
kamo kem 1889 2 cnopeg obema Ha mo3su
Bug onepauuu BHBE usnpeBapBa HauuoHaAHU-
me Oanku Ha Aanust u HopBezusi. Caeg moBa
3anouBa cnag. Ao 1900 2. nopmdeiinbm Ha
6aHkama BkatouBa npomecmupaHu u npogba-
*keHu noauuu, nopagu koemo He e usugAo
kpamkocpouer. Caeg 1887 2 npeobragaBam
noauuume om 100 go 500 AB. B Hauaromo
upe3 ckoHmoBu onepauuu OGankama kpegu-
mupa npegumHo mbpeoBuu, uuldmo gsa e
Hag 70% om kpegumume no ckoHmuparu
u 3aemHu noauuu, creg koemo 8 ckonmo-

The portfolio further expanded and
discount operations grew apace as branch-
es opened in Bulgaria’s commercial centres.
While the portfolio came to 923,000 levs over
the first five years, between 1889 and 1893 it
had climbed to 5,276,000 levs; at the start of
that period, the volume of such operations
put the BNB ahead of the national banks of
Denmark and Norway. A decline followed. By
1900 the Bank’s portfolio included protested
and extended bills, rendering it not entirely
short-term. After 1887, bills of 100 to 500 levs
dominated. At the beginning the Bank used
discounting mainly to fund merchants, whose
share on discounted and loan bills was over
70 per cent; later the share of industrialists in
discount trading increased.



Bus naacmenm ce 3acuaBa yvacmuemo Ha
UHgycmpuaauume.

Mopagu Huckusi omHocumeaeH gsiA Ha
ckoHmoBusi kpegum u ocobeHocmume Ha
cmonatckust skuBom 8 cmpaHama 3a pasau-
ka om pasBumume gbpkabu ¢ mogepHo na-
3apHO cmonaHcmBo ckoHmoBusim npoueHm
He uzpae pewaBawa poAs 3a pezyAupaHemo
Ha kpeguma. Ho kamo Hal-eonsm kpegumen
uHcmumym upe3 npomsiHa Ha ckoHmoBus
npoueHm 6 3abucumocm om pasnoaazaemu-
me cpegcmBa Oankama onpegeast AuxBenusi
npoueHm, 6e3 obaue ga moxke ga Bwv3gelicm-
Ba cbwecmBeno Bbpxy obema Ha kpequ-
mupaHemo.

Kbm 1890 2 cuaHO HapacmBam maa-
kume kpegumu 3a AuuHu Hykgu no cneuu-
arnHu  mekywu cmemku, koumo ©Obpso ce
npeBpbwam B Hau-BaxkHus u kpamkocpouen
naacmenm. Mo Bpeme Ha cmonanckama kpu-
32 om 1899-1901 2. 3HaueHuemo Ha mMo3u
Bug onepauuu HamansiBa.

bankama uma npaBo ga usBbpwBa u
gba Buga 3aemu cpewy obe3neueHue — AOM-
GapgHu u unomeunu. AombapgHume one-
pauuu obauye Hamupam caabo npurokeHue,
gokamo unomeuyHume nocmbnameAHo ce
pazbuBam u npe3 1889 2 3aemam Bogewo
msicmo cpeg Bcuuku gbA2OCpOUHU nAacmeH-
mu, gocmuzatiku Hag 50% om obwus um
obem. Owe npe3 nbpBomo gecemuremue
om npuaazaHemo Ha unomekapHume onepa-
uuu me Hocsim nevaaba om oOKoAO 7.5 MAH.
AB., koamo e 22 nbmu no-20AMa om masu
om AombapgHume onepauuu. CpegHusim

Due to the low share of discount credit
and the peculiarities of national trade com-
pared with developed lands with modern
markets, the discount rate did not play a
decisive role in regulating credit. Yet, as the
largest credit institution, the Bank could vary
the rate using its levers, thus setting the inter-
est rate; it was not, however, able to exercise
much effect on the amount of credit.

Small loans to individuals under special
current accounts grew significantly by 1890,
rapidly becoming the most important short-
term market; their significance was to decline
during the 1899-1901 crisis.

The Bank had the right to advance two
types of secured loans: Lombard loans and
mortgages. Lombard operations were rare,
while mortgages steadily reached the top of
long-term lending in 1889 at over half that
category. During the very first decade of mort-
gage operations, they brought profits of some
7.5 million levs or 22 times more than Lom-
bard operations. The mean sum of mortgage
advances (5,900 levs) shows how widespread
they were among ordinary people.

The Bank’s second most important long-
term credit segment was local authority lend-
ing which, initially warily and later eagerly,
reached 15 million levs in 1900. This lending
offered “the opportunity for most towns to
direct their attentions to amelioration, to avail
their citizenry of the necessary amenities,
and to erect those edifices of which they are
desirous”. Of a total of 80 urban municipali-
ties and 12 country districts, 68 had borrowed

9 Avpskabers Bscmuuks [The State Gazette], No. 50 of March
7th, 1907.
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makcumanreH pasmep Ha mesu 3aemu (5.9 Xua.
AB.) nokasba, ue om msax ce noasBam wu-
poku kpbeoBe om HacerenHuemo.

Bmopusim no BaxkHocm gbazocpoueH
nAacmeHm Ha Oarnkama ca 3aemume 3a epag-
ckume obwuHu u okpwkusima, koumo nbp-
BonauaaHo Bsn0, a BnocaegcmBue yckopsi-
Batku ce, gocmuzam npe3 1900 2 15 MAH.
AB. Tesu 3aemu gaBam ,Bb3moxkHocm Ha no-
Beuemo e2pagoBe ga ce nozpukam 3a Oaazo-
ycmpoticmBomo cu, ga cHabgsm epakgaHu-
me cu c Heobxogumume um ygobcmBa, ga
cu HanpaBsm HykHume 3gaHusi u np/?. Om
Bcuuko 80 epagcku obwuHu u 12 okpwbkus
68 noasbam kpegumu om BbHB, m.e. ms ue-
pae nbpBocmeneHHa poas npu kpeguma 3a
BAazoycmposiBaHe Ha HaceAeHume mecma.

COTHL

9 Appkabenb Bbcmuuks, 6p. 50 om 7 mapm 1907 .

from the BNB, ranking the Bank foremost in
amelioration credit.

Having hitherto assisted farmers’ mutu-
als with long-term loans, by 1897 and 1898
the Bank ceded farming credit almost entirely
to them?0.

The 1885 Law granted the BNB powers
to lend to government by discounting treasury
bonds. Between 1889 and 1892, government
made use of this facility only for short-term
loans which it repaid rapidly. Yet, from 1892,
government debt began growing gradually,
reaching 28 million levs according to state
budgets up to 1900, with some 120 million
levs of the state’s floating debt' in 1903 be-
ing consolidated in long-term loans.

After the reform, thanks to the money

10 AppskaBers Bscmuuks [The State Gazette], No. 55 of March
12th, 1911 and No. 33 of February 11th, 1912.

11 Floating debt (Fr. dette flotante) meant uncontrolled short-
term debt assumed by the state to cater for acute temporary
liquidity straits non-projected in the state budget.



MbpBoHauarHo Oankama nognomaza ¢
gbreocpouHu kpegumu 3emegeackume kacu,
Ho kbm 1897-1898 2. npegocmaBs epukama
3a 3emegenckusi kpegum noumu ususiro Ha
camume 3emegencku kacu.1®

Cbc 3akoHa om 1885 2 Ha BHB ce
gaBa npaBomo ga kpegumupa gbpkaBama
cpewy ckonmupaHe Ha cbkpoBuwHu OoHO-
Be. [Mpe3 1889-1892 2 npabumeacmBomo
noasBa cpewy msx camo kpegumu 3a Bpe-
meHHu Hykgu, koumo ©bp3o nozacsBa. Ho
om 1892 2 gbpkaBHusm gbAe nocmeneHHO
3anouBa ga HapacmBa u camo no Grogkemu-
me go 1900 2 gbaebm kbm BHB Bb3ausa Ha
28 mAH. AB., a npe3 1903 2 120 mAH. AB. om
Aemsiwust gbae'! Ha gbpkaBama kem BHB ca
koHcoAugupaHu upe3 gbA2OCPOUHU 3aemu.

Caeg pedopmama OrazogapeHue Ha
usbbpwBanume napuunu, 6 m.u. 3agzpaHuu-
HuU npeBogu, baHkama om zoguHa Ha 2ogu-
Ha nocmeneHHo ce npeBpbwa 6b6 BakeH
pezyrAamop Ha mexkgyHapogHume nAauwaHust
Ha KuspkecmBomo, kamo caeg 1889 2 Bce
noBeue usnoasba Baryma, uy>kgecmpaHHu me-
HumeAHuuu u uekoBe'?. 3a ga obcaykBa me-
3u npeBogHu onepauuu, BHBE noggbpka u
aBoapu 6 uykgecmpanHu 6anku. Ao Hauaro-
mo Ha XX 6. ms cmaBa 2raBen dpakmop npu
nokynko-npogak6ume Ha Baayma u 6 ypexk-
gaHemo Ha mexkgyHapogHume naawaHus 6
cmpaHama, cnecmsiBatku Ha kaueHmume cu
MPaHCNOPMHU  pa3xogu U 4ecmo ocuyps-
Batku um npemusi om kypcoBu pasauku.

3akoHbm om 1885 2 He npegBukga 3a
6ankama npaBo Ha emucusi Ha obAuzauuu, HO

10 AppkaBerb Bscmuuks, 6p. 55 om 12 mapm 1911 2 u
6p. 33 om 11 ¢ebpyapu 1912 2.

11 Aemsiw, gbae (¢pp. dette flotante) — HekoHmpoaupan kpam-
kocpoueH gbaz, noem om gbpskaBama 3a nocpeware Ha ocm-
pu BpemenHu aukBugHu 3ampygHerusi, Henpegbugeru 6 gbp-
*kabrusi Glogkem.

12 T.Hap. kambuo (um. cambio) uau geBusu (Hem. Devisen) — no-
auuy, uekoBe, kynonu, GankHomu u gpyeu uenHu kruwka 6 uyk-
gecmpanta Baayma, naamumu 6 gpyeu gbpkabu, a npogaBau
Ha MeCmHusl nasap.

transfers it effected (including those cross-bor-
der transfers), the Bank came to be an impor-
tant regulator of the Principality’s international
payments. After 1889, the amount of foreign
exchange, foreign bills of exchange, and for-
eign cheques'? grew each year. To service
such transfers, the BNB kept assets in foreign
banks. By the turn of the Century, the Bank
had become the main factor in foreign ex-
change sales and purchases and in the settle-
ment of Bulgaria’s foreign payments, saving its
clients travel expenses and frequently winning
them premia from exchange rate variations.

” i naens :
1 “-tllv—n..,.n.,__u et S ——

._fi

The 1885 Law did not grant the Bank
powers to issue bonds, yet a provision in its
Articles of Association of the same year made
possible two Laws, adopted in 1886 and
1891, which allowed it to draw foreign loans
through public subscriptions. The recourse to

12 Foreign exchange in this context implied policies, cheques,
coupons, banknotes and other foreign exchange securities
payable abroad, and sold on the domestic market.

Obauzayuu om unomekapet
saem Ha bHb om 1893 2 u
om gepkaBen 3aem B 3namo
om 1902 e

Bonds of a mortgage loan of
1893 and of Bulgarian state
gold loan of 1902
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Bb3 ocHoBa Ha pasnopegba B HeliHusi ycmaB
om cbwama 2oguHa npe3 1886 2 u 1891 2
6uBam npuemu gBa 3akoHa, koumo u pas-
pewaBam ga mezau uykgecmpaHHu 3aemu
ype3 nybauuHa nognucka. [MpubseBaHemo
kbM emucust Ha cobcmbeHu obauzauuu no-
kasBa HeliHama Hykga om gbacocpouHo ¢u-
HaHCUpaHe, nNopogeHa om paswupsiBawama
ce kpegumHo-naacmeHmHa getiHocm.

B pesyamam Ha cmonanckomo okuBae-
Hue om kpas Ha 90-me zoguHu Ha XIX 6.
BHB unBecmupa 3Hauumeana yacm om cbo-
ume cpegcmBa 6 caabo aukBbughu akmuBu.’3
barkama noBuwaBa AuxBama He camo no
CpouHuUme, HO u no ©OescpouHume Broz008e,
3a ga ocueypu ¢uHaHcoB pecypc u 3a kpam-
kocpouHume cu naacmenmu, koemo Ha cBol
peg gonbAHUMeEAHO 3acuABa ukoHomuueckus
nogem. Ao 1903 2. ms ynpabasba 6b6 6ug Ha
cpouHu BrozoBe cBobogHume napu Ha gbpika-
Bama u nybauuHume d¢orgoBe, a no-kbcHo
nopagu Bucokama AuxBa B Hes ce cbcpego-
mouaBa u 3HauumeaHa yacm om cBobogHume
pesepBu Ha yacmHume Ganku u gpyeume nyo-
AudHu yupexkgeHus. Taka, bugelku Hai-zoAsm
kpegumogamea, BHB ce npeBpbwa u 6 Hal-
BakHust BAo2oB uHcmumym 6 cmpaHama.

Bbnpeku nbpBoHauarHo caabama cu
getiHocm om 1880 2. go 1885 2. Oarkama pe-
goBHo peaausupa neuaaba. [Mpe3 nbpBomo ge-
cemuAemue cAeg peopzaHusauusima ekezog-
Hama U neyaaba e noumu 1 mAH. AB., koemo
npegcmabasiba 10.3% om ocHoBHus u 3anac-
Hus kanumaa. 3a 1896-1900 2. cpegHozoguwi-
Hama U neuvaAba Bb3auza Ha 1 381 296 AB., a

13 T.Hap. umobuauzauus (dp. immobilisation) — 0be3gbukBane,
uHBecmupate 6 caabo aukBugnu/HeaukBughu akmubu.

issuing its own bonds showed the need for
long-term financing, born of expanding lend-
ing and sales.

Economic recovery in the late 1890s
led to the immobilisation'® of significant as-
sets, and the Bank raised interest on time
and demand deposits to provide also financial
resources and short-term credit, this in turn
adding to for economic impetus. Until 1903,
the Bank managed the state’s free money and
public funds through time deposits, and high
interest now attracted significant free reserves
from private banks and diverse public offices.
Already the largest lender, the BNB now also
became “the nation’s foremost deposit institu-
tion.”

Despite weak initial performance be-
tween 1880 and 1885, the Bank regularly
turned a profit. In the first decade after re-
organisation, its annual profits hovered at just
under a million levs, or 10.3 per cent of fixed
and reserve capital. Between 1896 and 1900,
mean annual profits were 1,381,296 levs,
climbing to 2,406,462 levs'# in 1902.

Following the restoration of the Bulgar-
ian state in 1879, Bulgaria was still to adopt
a national currency. The 1880 with the Prin-
cipality Coin Minting Law settled the national
monetary system, instituting the lev as the
currency at parity with the French franc; bi-
metallism was the adopted monetary standard.
Government had a monopoly on minting and
there was no statutory cap on the maximum
number of silver coins in circulation. Otto-
man, Roumanian and other silver coinage was

13 From Fr. immobilisation — investing in low-liquid or non-
liquid assets.

14 IObuneers cbopruks [An Anniversary Collection], ibid., pp.
210-211.



npe3 1902 2. gocmuza 2 406 462 AB.14

Mpu BbscmaroBsBaHemo Ha OGbaeapcka-
ma gbpkaBHocm npe3 1878 2 bbacapus Bce
owe HsMa HaUUOHAaAHAa nhapuyHa eguHuua.
MoHemnama cucmema 6 cmpaHama e ype-
geHa npes 1880 2 cbc 3akona 3a npaBomo
Ha pesaHue moHemu 6 KHsbkecmBomo, cno-
peg kolimo 3a napuuHa eguHuua e npuem
rebbm, pabeH Ha 3rnamuus ppencku ¢pank,
a 3a napuyeH cmaHgapm — BGumemausmbm.
MpaBo ga ceue moHemu uma camo gbpkaba-
ma, kamo 3akoHbm He onpegeast makcumyma
cpebbpHU MoHemu, koumo mozam ga Gbgam
nyckanu 6 obpawenue. Ao 1883 2, kozamo
ca omceyeHu nbpbume 10 MAH. cpebbpHU
AeBa, okasaau ce obaue HegocmambuHu 3a
Hykgume Ha obpaweHuemo, ce usznoaBam
mypcku, pycku, pymbHcku u gpyeu cpeObpHu
moHemu. [Mpu uupkyaauusima Ha monkoBa
pasAuuHU cpebbpHu moHemu (c Bucoku kyp-
coBe) Bw3HukBa akuo’, koemo B nepuoga
1882-1884 2 oduuuarHo e mekgy 4% u
9% . Cpbockume u pymbHckume moHemu ca
gemoHemusupaHu cbC 3akoHa om 1884 2, a
pyckama pybaa — npes 1887 2.

Cbc 3akona om 1885 2 BHbB 3a nbpBu
nbm noayyaBa uskaouumeaHomo npabo ga
emumupa O6ankHomu. Bb3npuema e kowmu-
HeHMaAHama napuvHa cucmema, npu kosimo
6ankHomume mpsi6Ba ga umam 3aamuo nok-
pumue, paBHo Ha 1/3 om msxHama Homu-
HaAHa cmotHocm. bankama caegBa ga eu
obmeHsi Ha npegsiBumenst BegHaza, kamo 8
kaoHoBeme U naawanemo moxke ga Obge
omaokeHO go npucmuzaHemo Ha Hy)kHomo

14 1Obuneerb cobopHukb..., c. 210-211.

15 Akuo (um. aggio) — naguenka Ha nasapHama Hag HOmU-
HaAHamMa cmoUHOCM npu OOMsiHA Ha MOHEMU OM PasAUYHU
memaau, Ha OankHomu cpewy ueHHUS MemaA Ha MSXHOMO
nokpumue (3xamo, cpebpo) u Ha ueHHu kHuka.

regularly circulated until 1883, when the first
ten million gold levs was minted, this sum
turning out to be insufficient. The circulation
of so many diverse silver coins (of high de-
nominations) led to the emergence of aggio'®,
officially put at between 4 and 9 per cent
between 1882 and 1884. Servian and Rouma-
nian coinage was demonetised by the 1884
Law, the Russian rouble following in 1887.

The 1885 Law for the first time granted
the BNB exclusive powers to print banknotes.
The Continental monetary convention was
adopted, with banknotes backed by gold to
a third of nominal value. The Bank had to
exchange banknotes presented by bearers on
the spot, though exchange at branches had
to await the arrival of sufficient quantities of
gold. The value of notes in circulation was set
in the Articles of Association at twice the sum
of fixed and reserve capital. “The format of

15 Aggio (It.), also known as agio — the excess of market value
over nominal value when exchanging coins of different metals,
banknotes for the noble cover metals (classically, gold or silver)
or securities; arbitrage.

YykgecmparHu napuyHu 3Hauu,
usnonsbanu npu napuyHomo
obpaweHue 6 bvreapusi

npequ 1883 2

Foreign currencies used in
Bulgaria before 1883
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MepBama czpaga Ha bHb,
Hayaromo Ha XX 6.

The first BNB building,

the early 20th Century
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3a nokpumuemo koauuecmBo 3aamo. Koau-
yecmBomo GankHomu B obpaweHue e onpe-
geneHo om ycmaBa 6 pasmep Ha gBa nbmu
cymama Ha ocHoBHusi u 3anacHusi kanumaa.
,Dopmama Ha OankHomume, HauuHbM Ha
usgaBanemo u koauvecmBomo um no kame-
2opuu ce onpegeasm om YnpaBumeaHusi Cb-
Bem Ha Gankama cbc cberacuemo Ha MuHuc-
mepcmBomo Ha ¢uHaHcume.” bankHomume
ca om no 20, 50, 100 u 500 A6.

Caeg 1885 2 Oankama uma cepuosHu
npobAemu C pezyAupaHemo Ha NapuvyHOmMo
obpaweHue u c HegoBepuemo Ha Haceae-
Huemo kbm ©GaHkHomume. Akuomo mekgy
cpebpomo u 3Aamomo  Cbwo 3ampygHsiBa
msixHama uupkyrauusi. B nbpBume 2oguHu

Bharapera Hapoina Barea

banknotes, the manner of their issue and their
amounts by categories shall be determined by
the Bank’s Governing Council in consultation
with the Ministry of Finance.” Banknotes were
denominated at 20, 50, 100, and 500 levs.
After 1885, the Bank encountered se-
rious problems in regulating monetary cir-
culation and overcoming public distrust of
banknotes. Arbitrage between silver and gold
also hampered circulation. In the early years
of the issue, only large commercial centres
welcomed banknotes, with the value of cir-
culating coins continuing to exceed that of
banknotes by up to three times until 1898.
The reasons were partly to do with govern-
ment policy and partly with widespread deni-

——




creg BbBexkgaHemo Ha GankHomHama emu-
cust khukHu napu ce usnoasBam camo 6 2one-
mume mbpeobcku ueHmpoBe. 3amoBa u go
1898 2. MOHemHama HaAuuHocm npogbakaBa
ga 6bge mpu nbmu no-zonsima om OankHo-
mume B obpawenue. lNpuuuHume ce kope-
Ham omuacmu B8 noaumukama Ha gbprkaBa-
ma u 6 HegoBepuemo Ha HacereHuemo kbm
,kHwkHume katimema“ — uspas Ha >kuBus Bce
owe cnomeH 3a npoBana Ha mypckume ,kad-
mema“, yusmo geBanBauusi nopakga 3azybu
3a npumexkameAume um.

3a ga noggbprka cmotiHocmma Ha ,cpe-
ObpHUs” AeB Ha BbmpewHust nasap pabHa Ha
,3namHus”, 6ankama Bogu Gopba 3a Hama-
asbare Ha akuomo, kamo uecmo, Hamaas-
Batku cBosima 3ramua HaauuHocm, npogaBa
3namHu moHemu. [pes3 1887 2 6 usaokeHue
go muHucmbpa Ha ¢puHaHcume BHB nocouBa,
ye cmsima akuomo 3a egHa om npuyuHuMe
3a cAabomo pasnpocmpaHeHue Ha GankHomu-
me, u cbwebpemeHHo obpbwa BHumaHue u
Bbpxy Heobxogumocmma uykgecmpaHHume
cpeObpHU MOHEeMU ga Obgam usmezaeHu om
obpaweHue. ToBa ce usbbpwBa npes cbwa-
ma 2oguHa u noaumukama Ha OGankama ce
HacouBa kbm peeyAupaHe Ha napuyHomo 00-
paweHue u cbomBemHo kbm HamassiBare Ha
akuomo. B kpas Ha 1887 2 mo Bb3ausa Ha
1%, a npe3 1888 2. u 1889 2 Oankama 20
ygbpka mexkgy 0.25% u 2%'°.

Taka npe3 nbpBume z2oguHu om cBoe-
mo cbuwecmByBaHe Hapeg C obwuUs cMonaH-
cku nogem BHB ykpenBa uncmumyuuoHHO
u ukonomuuecku. Caeg nbpBume usmeHeHust

16 Abpkabenb Bscmuuks, 6p. 20 om 1892 =

gration of kayme'®, reflecting relatively fresh
memories of failed Ottoman bill issues whose
bearers had suffered grievous devaluation.

To maintain the value of the silver lev
equal to that of the gold one on the domestic
market, the Bank fought to cut aggio, often
selling gold coinage and thus reducing its gold
holdings. In an 1887 memorandum to the
Minister of Finance, the Bank states that it
considers aggio as among the reasons for the
poor spread of banknotes and insists on the
withdrawal of foreign silver coinage. This duly
happened the same year and the Bank turned
to regulating monetary circulation and thus
cutting aggio. By late 1887, it had declined to
1 per cent, the Bank managing to constrain
it to between 0.25 and 2 per cent over the
following two years'”.

16 Pejorative, from Turk. kdgit parast — paper money.
17 Avpskabens Bscmnuks [The State Gazette], No. 20 of 1892.

[TepBume napuyHu 3Hayu —
emucuu Ha bHb

The first banknotes and coins

issued by the BNB
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6 HelHus ycmpoltcmBeH 3akoH u ycmaB
msi gouszpakga u oboezamsiBa BbmpewHa-
ma cu cmpykmypa, kamo e egHoBpemeHHO
emucuoHeH, BaaymeH u kpegumeH uHcmu-
mym. Kamo emucuoHHa Ganka ms ycnsBa ga
npeogoree Oumemaausma, ga cmabuausupa
napuuyHomo obpaweHue u ObAcapckusi aAeB,
ga npemaxHe akuomo, c koemo ce Gopu 8
npogbrkeHue Ha 25 20guHu, u maka npes
1906-1912 2. (BpemenHo ynpabasbaw, M. Mu-
xaurob, 1.X.1905-22.11.1906, u ynpabumeau
bonuo boeB, 23.11.1906-6.VIII.1908, u Xpuc-
mo YakanaoB, 7.VIII.1908-12.VI.1920) Bbbacapus
nAbmMHO ce gobawkaba go 3namHusi emanoH.
Kamo kambuaren uenmbp BHB ce cnpabs c
uHuugeHnmHu kpusu, ocueypsiBatku cmabua-
Hocmma Ha odmenHust kypc u Heobxogumume

boruo boeb
Boncho Boev

TeprkecmBer moneber,
Cogus, 5 okmomBpu 1912 e,
6b8 Bpbska c 0bsBsBanemo
Ha bankatckama Bodra

A solemn church service,

in connection with declaring
the First Balkan War,

Sofia, 5 October 1912
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In its first years of existence, the BNB
grew as an institution and a business. The
first changes in its statutory base allowed it to
improve and enrich its structure to become
an issuing, exchange and lending institution
in one. As an issuing bank, it managed to
harness bimetallism, stabilise monetary circu-
lation and the Bulgarian lev and curb aggio
after a 25-year struggle. Between 1906 and
1912 (Temporary Acting Governor M. Mihay-
lov, October 1st, 1905 to February 22nd, 1906
and Governors Boncho Boev, February 23rd,
1906 to August 6th, 1908 and Hristo Chakaloy,
August 7th, 1908 to June 12th, 1920) Bulgaria
converged closely to the gold standard. As a
centre of exchange, the BNB dealt with inci-
dental crises, securing the rate of exchange,




3namHu pesepbu, kamo npes 1913 2 cb3gaBa
KambuaneH cuHgukam, kolimo HeoduuuarHo
BuBexkga peeyaupan Baaymen nasap u kyp-
cbm Ha AeBa kbm uykgecmparnHume Baaymu
buBa oBaagsiH. Kamo mbpeobcka Hanka BHB
pasbuBa gbacocpouHusi unomeueH kpegum,
kpegumupatku obuaHo ukonomukama u npu
npedepeHuuarHu ycrobusi — gbprkaBama.

Bbnpeku Bugumusi npocnepumem pe-
weHusi, B3emu npe3 mo3u nepuog, umam
gbreocpouHu mexkku nocaeguuu 3a Obacap-
ckomo cmonanHcmBo. C npomenume B8 3a-
koHa 3a BHB om 1911 2 npupabHsBaremo
Ha AuxBeHus npoueHm no cpouyHume Bro-
2oBe u no cvkpoBuwHume ueHHu kHuka Ha
nbpBocmenerHu gbpkabu kbm nbAHOUEHHA
3AamHa HaAuvyHocm ce npebBpbwa 6 ocHoBen
usmounuk Ha BoeHHOBpemeHHama uHpAa-
uusi, mbl kamo emucuoHHama geliHocm Ha
6ankama npe3 1915-1918 2. ce ocHoBaba Ha
eepmaHckume BoenHu aBaHcu, omnyckanu 8
eepmaHcku mapku. TMoayuenama B8 HaBeue-
puemo Ha bankaHckama Bolna om npaBu-
meacmBomo cBoboga ga npeBuwu Aumuma
Ha gonycmumume abancu, npegocmabsHu
om Oankama Ha gbpkaBama, goBekga go
HekoHmpoAupaHo HapacmBaHe Ha gbprkaB-
Hus gbAe, koemo Heobpamumo nogkonaBa
3ramHusi cmaHgapm. bypromo pasBumue Ha
unomeurust kpegum 3ampassiBa 3HauumenHa
yacm om akmuBume Ha Garkama u nopakga
npobaemu, koumo Hamupam peweHue egBa
6 kpast Ha 20-me 2oguHu Ha Beka.

C npuemus b6 Bpbzka cbc Cmabuau-
3auuoHHusi 3aem 3akon 3a BHB om 1928 .

providing the necessary gold reserves and in
1913 creating an Exchange Syndicate which
unofficially introduced a regulated foreign ex-
change market and control was taken over the
exchange rate of the lev to foreign currencies.
As a commercial bank, the BNB developed
long-term mortgage lending, offering plentiful
credit to the economy and preferential terms
to government.

Yet, despite the apparent prosperity of
that period, decisions adopted in it were to
have onerous long-term consequences for
the Bulgarian economy. The 1911 BNB Law’s
rendering interest on time deposits equal to
the yield on prime sovereign issuers’ treasury
bonds was to become the main source of
wartime inflation: Bank issuing between 1915
and 1918 rested on German war advances in
marks. On the eve of the First Balkan War the
government was licensed to breach borrowing
caps provided by the Bank to the state, which
led to runaway escalation of state debt and
irrevocable subversion of the gold standard.
The rapid growth of mortgage lending locked
a significant share of the Bank’s assets and
created problems which were to find solutions
only in the late Twenties.

The 1928 BNB Law adopted after the
Stabilisation Loan transformed the Bank into
a proper issuing bank. The Law also marked
the most concerted attempt to ensure the
Bank’s independence from government. Bul-
garia finally shed the gold standard, taking up
for a while in 1928 the then-fashionable gold-
exchange standard; yet this was no single step

Xpucmo Yakaro8
Hristo Chakalov
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ms ce npeBpbwa 6 nNbAHOUEHHA emMuCUuOHHa
OaHka. ToeaBa ce u3BbpwBa u Hal-cepuos-
HUSM onum 3a ocueypsiBaHe Ha HellHama
Hesabucumocm om usnbAHUMEAHama Baacm.
bbacapusi okoHuameAHo uzocmabs 3namuus
cmaHgapm, 3a ga 6b3npueme caeg 1928 e
BracmBawusi no oHoBa Bpeme 3ramHo-gebu-
3eH emanoH. ToBa obaue He e egHokpameH
akm, a caokeH npouec, npogbakua 2oguHu,
Ha kolmo e noguuHeHa usirnocmHama cmo-
naHcka cmpamezusi.

EgHa om Hal-boaesHeHume u gpama-
muyHu ukoHomuuecku nocaeguuu om Bou-
Hama, npegusBukara ozpomHu 3a2yOu 3a
Oankama u 3a cmpaHama, ca 6aokupaHume
aBoapu Ha BHB B8 lTepmanus. B ukoHomuuec-
ku naan pesyxmambm om moBa Oaokupa-
He e cmonsbaHemo Ha 2oaemu aboapu Ha
BHB om zepmaHckama xunepundaauus. 3Ha-
yumocmma Ha mo3u npobaem obauve uma
Hskoako usmepeHusi: B8 Heeo ce d¢okycupa
kakmo Bbnpocbm 3a omeoBopHocmma Ha
gbpkabHume uHcmumyuuu, maka u kpadHo
HepaBHonpaBHume ycaoBusi, npu koumo bba-
2apust noAyyaBa ¢uHaHcupaHe om cmpaHa Ha
cBoume cbtozHuuu Bb6 BolHama.

Bvanpuemume om lepmaHus u yacmuu-
HO om ABcmpo-YHeapus npuHuunu Ha moBa
¢duHaHcupare ca ocHoBa Ha kHukHonapuu-
Hama uHdAaauus 6 Obacapckama ukoHomu-
ka. Kamo mHozo om BoroBawume gbprkabu
bbacapusi He e B cbcmosiHue ga ¢uHaHcupa
BoliHama ¢ pegoBHU gaHbYHU NOCMbNAEHUS.
MacupaHama ©ankHomHa emucusi e pewe-
HUe, npuAazaHo B peguua cmpaHu, koemo u

but a complex process which took years and
which subjected to itself the nation’s entire
economic strategy.

One of the War’s most harmful and
dramatic economic consequences was the
freezing, in Germany, of the BNB’s assets; this
was to cause grievous losses for the Bank and
for Bulgaria as a whole. One consequence of
it was that the large sums involved melted
away during the German hyperinflation. The
problem had several ramifications and high-
lighted the responsibility of government and
the extremely unfair conditions under which
Bulgaria had received wartime financing from
her allies.

The principles of this financing adopted
by Germany, and partly by Austria-Hungary,
laid the basis of Bulgarian paper money infla-
tion. On a par with many combatant powers,
Bulgaria was unable to finance its war effort
by regular tax revenue. A number of countries
saw a solution to this in massive banknote
issues; Bulgaria had done so at the outset of
the Balkan Wars. As early as October 10th,
1912, banknote convertibility into gold was
suspended, along with restrictions on direct
financing of the government by the BNB.
Whereas until Bulgarian entry into the Great
War things were under sufficient control to
avoid runaway inflation, after October 1915
the monetisation of government debt through
banknote issuing went out of control. One
cause of this as regards Bulgaria was German
wartime advances. Negotiated by the Vasil Ra-
doslavov cabinet, they were accepted as full



BbAcapusi usnoasBa B Hauaromo Ha bankamc-
kume BotHu. Owe Ha 10 okmomBpu 1912 2.
obmeHumocmma Ha GaHkHomume 8 3ramo
€ OmMeHeHa U ozpaHuyeHusima npeg npsko-
mo ¢uHaHcupaHe Ha npaBumeacmBomo om
cmpaHa Ha BHB omnagam. 1 ako go Bau-
3aHemo Ha bbacapus 6 [MbpBama cBemoB-
Ha BoliHa masu cumyauus GuBa uacmuyHo
obragsHa, Oe3 ga gobege go Heynpabase-
ma uHdaauus, mo caeg okmomBpu 1915 =
MoHemusupaHemo Ha gbpxkaBHusi gbae upes
O6ankHomHa emucust uzauza om koHmpoa. Y
HaC npuYuHa 3a Mo3u npouec ca 2epmaHcku-
me BoeHHu aBaHcu. AozoBopeHu om npabu-
meacmBomo Ha Bacua PagocaaboB, me 6u-
Bam npuemaHu 3a nbAHOUeHHO OaHkHOmMHO
nokpumue u ce npeBpbwam B ,3akoHHa”
ocHoBa Ha kHwkHonapuunama emucusi, upes
kosmo BHB 8 ozpomHu mawabu ¢uHaHcupa
npaBumeacmBomo. ToBa obaue e yucmo cue-
moBogHa onepauus. BoenHnHume aBaHcu Hs-
mMam Humo egHo om npucbwume kauecmBa
Ha 6aHkHomHomo nokpumue — Ha npakmuka
me ca oaokuparu 8 eepmancku Hanku, umam
cmpoeo uereBu xapakmep, He ca oOmeHumu
B HeympaAHu cmpaHu u Baaymu u ca geHo-
MuHupaHu 6 obesueHnsiBawa ce Baayma. Te
He ca aukBugHu akmuBu, m.e. He Guxa mozAu
ga usnbAHsBam nbaHOUEHHO dyHkuusima Ha
6ankrHomno nokpumue, kakBamo ¢opmarHo
um e ompegeHa. OmgeaHo cmou u Bbn-
pocbm 3a ¢ukcupanusi kypc Ha AeBa kbm
mapkama, kotimo kbm kpasi Ha BolHama ce
npeBpbwa 6 mekko Gpeme 3a Gbacapckama
ukonomuka. Taka BarymHusim mexaHusbm no-

banknote cover, becoming the “legal” basis
of the paper money issues through which
the BNB financed the government wholesale.
This was mere accounting trickery: wartime
advances had none of the intrinsic properties

of banknote cover. They were blocked at Ger-
man banks, their use was grossly restricted,
they were not convertible in neutral powers
or into neutral currencies, and they were de-
nominated in a currency which was losing its
value. They were not liquid assets and could
in no other way discharge the proper function
of banknote cover formally assigned to them.

CvkpoBuwHu 6oHoBe Ha
LlapcmBo bvacapus om 1916,
1918 u 1920 e

Treasury bills of the Kingdom
of Bulgaria, issues 1916, 1918
and 1920
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bwreapcku oguuepu,
1917

Bulgarian officers,

1917
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Aaza ocHoBume Ha Obacapckama BoeHHoBpe-
MeHHa u cregBoeHHa uHdAauus u npegonpe-
geast okoHuamearusi omkas om kaacuueckus
3nameH cmangapm, kotmo cmaBa ¢akm
npe3 okmomBpu 1912 2, Ho topuguuecku e
odopmeHr egba npe3 okmomBpu 1918 2. cbc
3akoHume 3a 3aemume Ha gbpxkaBromo cbk-
poBuwe om BHB u 3a kypca u nokpumuemo
Ha Obaeapckume GarkHomu.

Enuroz Ha BoeHHoBpemeHHama gel-
Hocm Ha BHB e napaamenHmapHama Ankemta
komucusi, pascaegBanra geliHocmma Ha OaH-
kama npe3 1914-1920 2. (ynpaBumen Xpucmo
UakanoB) u paskpuBawa auuHama omeoBop-
Hocm Ha ynpabasBawume cmpanama u bHB,
ocmpume koHpaukmu mexkgy MuHucmepcm-
Bomo Ha ¢uHaHcume u Hankama u nbAHOMO

A separate issue was the lev’s peg to the mark
which grew to become a heavy burden on
the Bulgarian economy by the close of the
War. The currency mechanism described gave
the impetus to Bulgaria’s wartime and post-
War inflation and determined the ultimate
shedding of the classic gold standard, de facto
in October 1912, albeit de jure only in Oc-
tober 1918 through Laws on Treasury lending
by the BNB and on Bulgarian exchange rates
and banknote cover.

The findings of the parliamentary com-
mittee of inquiry into BNB business between
1914 and 1920 (Governor Hristo Chakalov)
formed the epilogue of the Bank’s wartime
actions. They revealed the personal responsi-
bility of Bulgaria’s rulers and the BNB’s man-




nozasBaHe Ha HeliHaMa CamoOCMOSIMEAHOCM.

Mpe3 nbpBume gbBe-mpu caegBoeHHU
2oguHu pecypcume Ha BHB npogbakaBam
ga ca ususro B ycayea Ha gbpkaBama, ko-
smo uznumBa ozpomHu ¢uckarHu u BbHW-
HonAnamexkHu npobaemu. BHB He e B cbe-
mosiHue ga npaBu Huwo gpyzo, ocbeH ga
MoHemusupa Otogkemuus gepuuum u ga
akymyaupa BaaymHu pecypcu 3a nozacsibaHe
Ha BbHWHUMe gbAaeoBe. HeliHama kpegumta
geliHocm 3a peaAHust cekmop e HanbAHO na-
paAusupaHa.

Heobxogumocmma ga ce oBaagee uH-
drauusima e ocb3Hama om MHO3UHA, HO ce-
puosHu mepku (ocobeHo 6b6 JuckaaHama
obaacm) ca mpygHo npuaokumu npu ynpab-
AeHuemo Ha bwacapckusi semegeacku Hapo-
geH cblo3 u cbwecmByBawume BbHWHONO-
aumuuecku ycaoBusi. Heobxogum e mouwieH
maacbk, koiimo ga Haroxku Hy)kHama npomsi-
Ha B ukoHomuueckama noaumuka. Tol ugBa
om MekgycblosHuueckama komucusi, Hamo-
BapeHa Hapeg ¢ gpyeomo u c ycmaHoBsiBa-
Hemo Ha ¢uHaHco® peg 6 Bbbacapus kamo
npegbapumeaHo ycaoBue 3a usnAawaHe Ha
penapauuume. MexkgycbiozHuueckama komu-
cug ycnsba ga npurHygu npaBumeacmBomo
Ha AaekcaHgbp Cmamboauticku ga npokapa
3akoH, oeparuuaBaw, GankHomHama emucus
u gonycmumusi pasmep Ha npabumeacmbe-
Hus gbae kem BHB. 3akorbm om toHu 1922 2.
e noBpamua mouka 6 Obaeapckama napuuna
ucmopusi, 8 kosmo ce nposiBsBa ocmpusim
konpaukm Ha Meskgycbiosnuueckama komu-
cusi ¢ Gbaapckume Baacmu, kakmo u Hedke-

agers, the sharp conflicts between the Ministry
of Finance and the Bank, and the wholesale
trampling of the latter’s independence.

Over the first two or three post-War
years, the BNB continued to be entirely at
the service of a government stranded amid
fiscal and internal payments straits. The BNB
was unfit to do anything other than monetise
budget deficits and accumulate foreign ex-
change to repay foreign debt. Credit to the

Obrueayus Ha bHb, emumupata
npes 1923 2 6v8 Bpbska ¢ goeoBop
3a ypexkgare Ha yacmuu B3emarus
kem bvreapusi omnpegu BotiHama

A BNB bond issued in 1923 under
the Agreement on the settlement
of Bulgaria’s prewar obligations to
private creditors

31



bosH AamsHoB
Boyan Damyanov

Vinus KapagokoB
lliya Karadzhov
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AaHuemo, ¢ koemo me omcmbnbam cBos
¢duckanen cyBeperumem.

Mpe3 1919-1923 2 BaaymHama noAu-
muka Ha OGankama ce cBexkga go omuasiHu
onumu 3a cmekuaBane koaebanusima 6 kypca
Ha AeBa. Ha npakmuka obaue BHB He pasno-
Adea ¢ epekmuBHuU uHCmMpymeHmu 3a nocmu-
2aHe Ha masu ueAa u Obacapckama napuuHa
eguHuua e obekm Ha HenpecmanHu cnekyaa-
uuu. CbCc cepuosHomMo ozpaHuvabaHe Ha UH-
daauuorHus Hamuck Ha Ortogkema upes 3a-
koHa om 1922 2. (ynpaBumea bosiH AamsiHoB,
16.VI1.1920-30.1X.1922) u c usgacHabaHemo
npe3 1923 2 Ha Bbnpoca omHOCHO penapa-
UUoHHUS gbre (ynpaBumen Vaus Kapagyko8,
26.111.1923-8.VI.1923) ce cb3gabam ycroBus
3a cmabuausupaHe Ha AeBa. Ha npakmuka
moBa cmaba 6 kpasi Ha 1923 2, kozamo Ha
BHE e npegocmaben nbaeH Baaymen moHo-
noA. bankama npugobuBa uskaiouumearomo
npabo ga uskynyBa usiaama Baryma om noc-
mbNAEHUsIMa Om U3HOC U ga s npogaBa no
onpegereH om Hest kypc. [lasappm ©Obp3o
ce ycnokosiBa (ynpaBumen Kocma bosigkueB,
21.1X.1924-16.1.1926) u go okonuameaHomo
cmabuausupare Ha AeBa npe3 1929 2. kypcbm
my cnpsmo wamckusi goaap ocmabBa 3abene-
»kumeAHo cmabuaeH. HenocpegecmBero caeg
ckaiouBanemo Ha CoayHckomo npumupue
npe3 cenmemBpu 1918 2, ¢ koemo Bbrcapus
uzauza om [MepBama cBemoBha BolHa, ¢ uea
ueHmpaausupaHe Ha BaaymHume nocmbnae-
HUS HA cmpaHama e cb3gageHa LleHmpana Ha
geBusume. NMocmeneHHo BarymHusim pexkum
omuacmu ce Aubepaausupa u Llenmparama

real sector halted entirely.

Many perceived the need to harness
inflation, yet the Agrarian regime found con-
certed measures (particularly in the fiscal area)
hard to apply, especially given the interna-
tional environment. The decisive impetus for
essential economic policy changes came from
the Allied Commission which had, inter alia,
to establish financial order in Bulgaria as a
condition for reparation payments. The Allied
Commission managed to force the Aleksandar
Stamboliyski cabinet to draft a law limiting
banknote issues and restricting government
debt to the BNB. Passed in June 1922, the
resulting Law was a turning point in Bulgar-
ian monetary history, despite highlighting the
sharp conflict between the Bulgarian authori-
ties and the Allies and the unwillingness with
which the former ceded their fiscal sover-
eignty.

The Bank’s currency policy between
1919 and 1923 comprised little more than
desperate attempts to calm the fluctuating lev
rate. In practice, the BNB had no effective
instruments for the job at hand and the cur-
rency was the object of ceaseless speculative
attacks. Conditions for lev stabilisation arose
only after the 1922 Law had imposed strict
restrictions on budget inflationary pressures
(Governor Boyan Damyanov, July 16th, 1920
to September 30th, 1922) and after repara-
tion debt was settled in 1923 (Governor lliya
Karadzhov, March 26th, 1923 to June 8th,
1923). These conditions obtained in full from
the close of 1923 when the BNB received a



Ha geBusume ce npebpbwa 6 OGlogkemHo
yupexkgeHue, uszemBawo eBmuHo yacm om
BarymHume npuxogu, kamo BaAusiHuemo u
Bbpxy Baaymuusi nazap omcaabBa. TepeoBusi-
ma ¢ naamexkHu cpegcmBa npemunHaBa om
gpacmuuHu pezyrauuu caeg BolHama npe3
no-cBobogHu npabuaa u BbvbekgaHe Ha nb-
AeH BarymeH moHonoa Ha bHbB, 3a ga cmue-
He Hakpas npe3 1929 2 go ycmanoBsBaHe-
mo Ha Baaymen pexkum, cbomBemcmBaw, Ha
3AamHO-geBu3sHUS emaAoH.

lNpe3 caegBoeHHus nepuog onepauuu-
me Ha Oarkama nocmenenHo ce cBuBam — 8
HaYaAOMoO nopagu oOzpaHUuYeHUme pecypcu,
ocmaHaAu caeg obcebBanemo Ha kpeguma
u om gbpkaBama, a no-kbcHo nopagu Ha-
AokeHume omBbH UHCMUMYUUOHHU Npome-
HU, UeAswu ozpaHuvyaBaHe Ha gbA2OCPOUHO-
mo kpegumupare (omgeaeHo npe3 1927 .
6 HoBocbsgageHama Vnomekapra Ganka) u
Ha 3aemume 3a gbprkabama. Cbc 3akoHa om
1928 2. bHE ce npebpbwa 6 geticmbumenna
Oanka Ha Gankume, Ha kosmo e paspewe-
HO eguHCcmBeHo peduHaHcupaHe Ha Mbp-
2oBckume ©Ganku (ynpaBumea Acen V1BanoB,
18.1.1926-28.VII1.1931).

Mpekume BzaumoomHowetrus Ha BHB ¢
gbpkaBHomo cbkpoBuwie gareu He uzuepnBam
Bpb3kume Ha Oankama c gbpkabama, Ho ca
BakeH mexeH eaemenm. CbwecmByBam mHo-
200potiHu  gokazameacmBa koako mpygHo e
npekbcHama masu 3aBucumocm u kak ca Hamu-
paHu Bce HOBu u HOBu Bpamuuku 3a npsiko uau
kocBeHo usnoasBaHe om cmpara Ha gbprkaBa-
ma Ha pecypcume Ha OaHkama. Caeg 1922 2

blanket currency monopoly, acquiring exclu-
sive rights to buy foreign exchange earnings
from exports and sell them at rates set by
itself. The market rapidly calmed (Governor
Kosta Boyadzhiev, September 21st, 1924 to
January 16th, 1926), and until ultimate lev sta-
bilisation in 1929, its US dollar rate remained
remarkably stable. Following the Salonica Ar-
mistice of September 1918 which marked the
end of the First World War for Bulgaria, an
Exchange Office was set up to consolidate
Bulgaria’s foreign exchange revenues. The for-
eign exchange regime gradually liberalised and
the Office became a government body which
skimmed exchange earnings as its influence
on the currency market waned. The trade
in exchange traversed the route from drastic
controls in the aftermath of the War, through
more liberal rules and the imposition of the
BNB’s blanket currency monopoly, to end in
the 1929 adoption of a currency regime cor-
responding to the gold-exchange standard.

The Bank’s operations slowly contracted
in the post-War period, first because of the
meagre resource left after government had
become its principal debtor, and then be-
cause of outside restrictions on long-term
credit (much of it redirected through the new
Ipotekarna Banka™ in 1927), and to direct
government lending. The 1928 Law made the
BNB a genuine bank of banks which could
only refinance commercial banks (Governor
Asen Ivanov, January 18th, 1926 to August
28th, 1931).

Direct dealings with the Treasury were

18 Vinomekapra Ganka — the Mortgage Bank.

Kocma bosgkue8
Kosta Boyadzhiev

Acen V1BaHoB
Asen Ivanov
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ckonmuparemo om BbHB Ha cbkpoBuwHu 6o-
HoBe nonaga nog HenocpegcmBeHusi koHMpoA
Ha MekgycbiosHuueckama komucusi. Ho Bbnpe-
ku moBa ca Haauue nocmosiHHu npocpouust 8
usgbrkaBaHemo Ha npaBumeacmBomo u om-
AazaHe Ha nageckume, koemo npeBpblua mosu
gbae kem Gankama 8 gbrzocpoueH.

B ucmopusima Ha Gbreapckume BbHWHU
gbaeoBe, kbm koumo getiHocmma Ha BHbB uma
omHoweHue, 3acaykaBa ga ce ombeaexkam
gba Bb3nobu 3aema — bexkanckusm (1926 2)
u CmabuauzauuoHHusim (1928 2). 3a ga ce
pasbepe MsXHOMO 3HaueHue, cregba ga ce
umam npegbug caegHume obcmosimeacmBa.
MbpBo, me ca eAemeHM oM egHa gbA2OCPOU-
Ha napuyHa cmpameaus. Bbnpeku usBecmtu
3aAUMAHUSl NO UAKO3USIMA, Ye upe3 gedaauus
moke ga ce BbpHe npegBoeHHUsSM 3rameH
napumem Ha AeBa, om kpas Ha 1923 2 uko-
Homuuyeckama noaumuka npuema peaaHoc-
mume u ce noguuHsiBa Ha npomuBonoroXk-
Hama uen — ¢ukcupare Ha AeBa kbm HOBO,
no-Hucko 3ramHo  cbgbprkaHue, cbomBemc-
mBawo Ha 27-kpamHomo my obesueHsiBare
cnpsimo 1912 2. Tasu cmbnka e 2rnabHo ycao-
Bue 3a npemuHabaremo kbm 3rnamHo-geBus-
HUS emaAroH u msi moxke ga ce ocbwecmBu
eguHcmBeHo ako BHB npumekaBa gocma-
mbueH obem gelicmBumearo AukBugHu ak-
muBu u ako GaraHcbm U Obge ocBobogeH
om HacroeHume ,Aowu” u HeaukBugHu Bze-
marus. C gpyeu gymu, BHB caegBa ga Obge
caHupaHa upe3 AukBugupaHe Ha HampynaHa-
ma 3agabkHsrocm kbm Hest Ha gbprkaBama
u Ha gbpkabHu ©Ganku kamo Bbacapckama

far from the BNB’s only link with govern-
ment, yet they were an important element of
them. Much evidence shows the difficulty of
cutting this umbilical cord and the ease with
which ever more loopholes allowed govern-
ment to use the Bank’s resources directly or
indirectly. After 1922, BNB treasury bond dis-
counting fell under the direct control of the
Allied Commission. Despite this, there were
constant government defaults and term exten-
sions, making this short-term debt long-term.

Two landmarks in which the BNB was
involved repay mention in the context of Bul-
garian foreign debt: the Refugee Loan of 1926
and the Stabilisation Loan of 1928. The fol-
lowing circumstances help explain their sig-
nificance.

First, these loans were elements of a
long-term monetary strategy. Despite some
dalliance with the illusion that deflation could
restore the lev’s pre-War gold parity, econom-
ic policy from late 1923 acquiesced to reality
and embraced the contrary goal of pegging
the lev to a new and lower gold content
which acknowledged its 27-fold depreciation
since 1912. This step was the major condition
for the adoption of the gold-exchange stan-
dard and was possible solely if the BNB pos-
sessed sufficient volumes of genuinely liquid
assets, and if its balance sheet shed accrued
bad and illiquid receivables. The BNB had to
abolish accumulated debt by government and
government-owned banks such as the Balgar-
ska Zemledelcheska Banka' (the BZB) and
the Balgarska Tsentralna Kooperativna Banka®

19 bwreapcka semregbayecka banka — the Bulgarian Agricultural
Bank.

20 bvreapcka yermpanta koonepamubra barka — the Central Bul-
garian Cooperative Bank.



3emegencka Garka (B3b) u bbaeapckama ueH-
mparHa koonepamuBha 0Oanka (BLIKB). ABa-
ma 2onemu BbHWHU 3aema pewaBam umeHHO
mesu Bbnpocu, kamo ykpenBam pesepBume
Ha bHB u ¢akmuuecku npeobpasyBam Ham-
pynaHume BbmpewHu gbrzoBe 6b6 BbHWHU.
Bmopo, 3aemume ca erxemeHm om noAumu-
vyeckama cmpamezusi Ha bBbacapusi, uusmo
ocHoBHa ueA e omxBbpAsiHe Ha penapauuoH-
Homo Opeme. CkatouBatku gBa 2onemu kpe-
guma Ha mbpeobcka ocHoBa (makap u nog
eeugama Ha OOwecmBomo Ha Hapogume),
Bbrcapusi npabu npobuB 6 penapauuoHHa-
ma cucmema, npeBpbwatku noaumuueckus
gbre 6 mbpeoBeku. B ukonomuuecku paspes
gBama 3aema nosBoasbam Ha cmpaHama ga
nocpewHe gozoBopeHume no-paHo pena-
PaUUOHHU nAawaHusi, Ho cbweBpemeHHO u
ga cmaxe cybekm Ha obuuaen mwbpzoBeku
gbAe. Upes 3aemume bbAcapus omuacmu us-
Ausa om npsikama noaumuuecka oneka Ha
Mekgycbiostuueckama komucusi, kamo no-
AyvaBa gocmbn go kanumaroBume nasapu
u oduuuarHo usboroBa uacmuuHa ommsiHa
Ha 3arezHarama 6 Hbolckusi mupen gozo-
Bop unomeka Bbpxy HauuoHarHomo Oozam-
cmBo cpewy penapauuoHHUME nAawWaHus.
Tosu ycnex Ha bBbacapus Gu Oua HeBb3mo-
keH Ge3 npomsiHama B8 noaumuueckume yc-
Arobusg npes 20-me 2oguHu Ha XX 6., mbl
kamo ce BnucBa 8 2ro0baaHUMe mengeHuuu
u 6 noaumuueckume uepu mexkgy Beaukume
cuAu. lpe3 1928 2 no cbwus nbm bBeue ca
muHaau noumu Bcuuku nobegeHu uau ¢u-
HaHcoBo HecmabuaHu cmpanu ¢ uskaoueHue

(the BTsKB). It was precisely these issues that
the two large foreign loans addressed, by re-
inforcing BNB reserves and de facto convert-
ing accumulated domestic debt into foreign
debt.

Second, the loans were an element of
a Bulgarian political strategy whose ultimate
end was the repeal of the reparation burden.
By contracting two large loans on commercial
terms (albeit under the League of Nations’ ae-
gis), Bulgaria breached the reparations system,
rendering political debt commercial.

From the business standpoint, the two
loans allowed the nation to meet payments
negotiated earlier, yet they also made it sub-
ject to regular commercial debt. The loans
partially removed Bulgaria from the direct po-
litical suzerainty of the Allied Commission by
affording it access to capital markets and by
formally granting it partial reprieve from the
Treaty of Neuilly-sur-Seine’s stranglehold over
national wealth.

Wsepakgare Ha kn aurusima
PakoBcku—Macmarau cbe cpeg-
cmBa om besxkanckus saem om
1926

The railway Rakovski —
Mastanli, funded by the
Bulgarian Government Refugee
Loan of 1926
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Ceganuwemo Ha Cekpema-
puama Ha ObuecmBomo

Ha Hapogume, XereBa,
1920-1936 2

The headquarters of the
Secretariat of the League of
Nations, Geneva, 1920-1936
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Ha PymbHus. Ycnexsm obaue e 3a cmemka
Ha no-mexkkume ycaroBusi no zaemume u Ha
HarokeHama om ObwecmBomo Ha Hapo-
gume u kpegumopume pedopma Ha Oba-
2apckama ¢unaHcoBa cucmema, 3anoubatiku
om kopeHHa npomsiHa 6 cmamyma Ha BHb.
Peopeanuzauusima Ha Gankama e usugino Ha-
coueHa kbm omkas om Beue ycmaHoBeHu-
me Obreapcku ¢punaHcoBu mpaguuuu. Makap
Heobxogumocmma om Hes ga e pasbpaHa
om marobpolHusi Gbaeapcku eaum, ms He e
npuema OesycroBHo, koemo Hamupa uspas
6 nybauuHume guckycuu no uckaHemo Ha
(DunaHcoBusi komumem npu ObwecmBomo
Ha Hapogume BHbE ga ce npeBbpHe B uacm-

These Bulgarian successes would have
been impossible outside the environment of
the Twenties: they were in step with global
trends and political moves between the Creat
Powers. All defeated powers and financially
unstable countries, except Roumania, trav-
elled the same road in 1928. Success, how-
ever, cost dear: the loans entailed onerous
conditions, and the League of Nations and
creditors forced financial reform beginning
with root-and-branch change at the BNB.

The Bank’s reorganisation aimed mostly
to alter entrenched Bulgarian financial usage.
Though the small Bulgarian elite understood
the need for change, it did not welcome it at

QUENEE VN T A
Y\ A . FSA? ‘.I.'“.' |




Ha akuuoHepHa Oanka, 3aBbpwuau c kom-
npomuc, kolimo Ha npakmuka obescmucas
uckanemo Ha ObGwecmBomo Ha Hapogume.
Ho 3a cmemka Ha moBa ce ycmanoBs6am
HoBu cmuA u mexHuka Ha BbHwHUS koHm-
poA Bbpxy Obacapckama cmonancka noaumu-
ka, npoBexkgan om @unancoBus komumem
u BkaiouBaw, npucbcmbuemo B8 Codusi Ha
HapoueH komucap Ha opzaHusauusima u Ha
cbBemnuk kbm BHB.

Bbnpeku omgeaHu komnpomucu 3ako-
Hbm 3a bHb om 1928 2. npegcmabasba Hau-
gbabokama pedopma 6 gomoezaBawHomo u
50-20guwHo cbwecmByBane. Ta e ecmecm-
BeHusim 3abbpwek Ha mesu OypHu 2oguHu,
c kotimo userekga ue 3anouba nepuog Ha
cmabuaHocm. Tesu Hageckgu obaue ce okas-
Bam uato3opHu.

B nepuoga 1930-1947 2 cmamymbm
Ha bHb u geicmBawama napuuHa cucmema
ocmaBam ¢opmasHo cmabuaHu. Bce owe e
6 cuna zakoHbm om 1928 2, npeBbpHar BHB
6 munuuyHo emucuoHHa Oanka u BbBen B
bbAcapusi 3namHo-geBusHus cmangapm. Ha
npakmuka obaue cucmemama e CuAHO epo-
3upaHa om ueAeHacoueHu 3akoHogameAHu
NPOMEHU U om HacmbnBawume noAumuvec-
ku cebumus. V3uepnBanemo Ha Baaymuume
pesepbu, geBarBauusma Ha Opumanckama
Aupa u ommsiHama npe3 1931 2 6 AHzAaug Ha
3\amHUsl cmaHgapm, cxogHume cbbumusi ¢
goaapa npe3 1933 2, npomekuuoHusmbm u
macoBocmma Ha kaupunea 6 EBpona caacam
kpal Ha kaacuueckus 3aamen cmangapm.
MekgyHapogHomo goBepue e nogkonaHo,

any price, as seen in public debates on the
insistence of the League of Nations’ Financial
Committee that the BNB should become pri-
vately-owned. This ended in a compromise
which in practice subverted the League. Yet,
apart from that, a new style and technique
of external oversight over Bulgarian economic
policy were ushered under the aegis of the
League of Nations’ Finance Committee and
the arrival in Sofia of a League Commissioner
and BNB Adviser.

Despite the odd compromise, how-
ever, the 1928 BNB Law represented the most
thorough reform of the Bank in its then-50-
year existence. Its passing marked the natural
closure of a tumultuous period and held the
promise of future stability: a promise which
was to prove illusory.

Between 1930 and 1947 BNB status
and the monetary system remained stable —
on paper. The 1928 Law, which had trans-
formed the BNB into a typical issuing bank

VhpaBumenrusm cvBem Ha bHb

npes 1929 2

The BNB Governing Council

in 1929
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Bbnpocbm 3a cmabuaHocmma Ha Baaymume
ce npebpbwa 6 ueHmpaaeH, a poadma Ha
AuxBume kamo pezynamop Ha gBukeHuemo
Ha cmoku u kanumana ce noema om koHmuh-
2eHmuparemo, kaupuHzoBume pasnaawaHus
u komnencauuume.

Pequua gbpkaBu 3aegHo c BeaukoO-
Opumanust obpasyBam ,cmepauHzob 06a0k”,
a gpyeu, cpeg koumo u Bbacapus, usbupam
ga 3anassm Bpbska cbc 3x@amomo u Haueao ¢
MpaHuus cbdgabam ,3rnameH 6a0k”. Benpeku
koHcepBamuBHama oduuuarHa nosuuus 3a
3anasBaHe cmabuaHocmma Ha AeBa 6 bbaca-
pusi cbuwecmBybam pasHonocouHu Hacmpoe-
Husi. Hanpumep s3emegeauume 6 npaBumen-
cmBomo Ha HapogHus 06aok omcmosiBam
50-npoueHmHo obesueHsiBare Ha AeBa, ¢ koe-
mo cmsimam ga cmumyaupam ukonomukama.
Ho mesu ugeu ca omxBbpaeru ombbH kamo
ouebugHo npomubBopevawu Ha uHMepecume
Ha kpegumopume. PeweHuemo obaue ga ce
3anasu Ha Bcska ueHa napumembm npuHyxk-
gaba ueHmpaaHama Oarka u gbpkaBama ga
npubsizBam go noroBuHuamu u gBycmucaeHu
mepku — BbBekgaHe Ha npemuu 3a usHocu-
meaume 6 ,cBobogHu Baaymu” u npomsiHa,
a BnocaegcmBue u HapywabaHe Ha Hopmama
Ha 3rAamHO nokpumue Ha napuyHomo obpa-
weHue. Taka Bbnpeku 00sB8eHus napumem
ocHoBume Ha 3AamHO-geBusHusi emanoH ca
paskaameHu.

B cbwomo Bpeme c BbbegeHume gpac-
muuHu BaArymHu ozpaHuueHus ce Bugousme-
Ham u pyHkuuume Ha BHB. Om 0Garka, kos-
mo Hsma omHoweHue kbm BHoca u usHOCa,

and ushered the gold-exchange standard, was
in force. Yet in practice legislation grossly
eroded the system and the march of events
swept it aside. The depletion of foreign ex-
change holdings, Sterling devaluation and the
1931 repeal of the gold standard by Britain,
the dollar’s similar fate in 1933, protectionism
and the spread of trade clearing in Europe
put paid to the classical gold standard. In-
ternational trust was undermined, the ques-
tion of currency stability became central, and
quotas, clearing payments and compensations
pushed interest rates aside as regulators of the
movement of goods and capital.

A number of nations alongside Britain
formed the Sterling Bloc, while others — Bul-
garia among them - elected to retain a link
with gold and form a French-led Gold Bloc.
Despite the conservative official position on
lev stability, Bulgarians harboured diverse
persuasions. Thus, the Agrarians in the ruling
Naroden Blok?' coalition insisted on devalu-
ing the lev by half to boost the economy: a
move rejected as clearly contrary to creditors’
interests. Yet, the determination to retain lev
parity at all costs forced the central bank and
government to adopt piecemeal and vague
measures such as exporter premia in “free
currencies” and amendments (usually subse-
quently transgressed) to the amount of gold
cover for circulating cash. Thus, despite the
proclaimed parity, the pillars of the gold-ex-
change standard were shaken.

During the same period drastic ex-
change controls also changed the BNB’s func-

21 Hapogets broks — the People’s Bloc.



ms e npeBbpHama 6 uncmumyuus, koHmpo-
Aupawa BHoca u ,mbpzoBusima’ ¢ BarymHu
akmuBu. lNMogmsiHama Ha mogeaa om 1928 2.
npogbrkaba u no gpyeu HauuHu. [lopagu
XpoHUYHUME npobaemu ¢ Orogkema npabu-
meacmBomo  Bcsiuecku  3aobukans cmpoeu-
me ozpaHuueHus 3a puHaHCUpaHemo my om
emucuoHHama 0Oanka. Cepusi om 3akonoga-
MeAHU NPOMEHU NoCMeNeHHO paswupsiBam
BbamorkHocmume 3a npsiko dpuHaHcupaHe Ha
blogrkemnust gepuuum, koemo cbwo nogko-
naBa cmamyma nHa bHB. Hapeg ¢ moBa ce
3acuABa u ysakoHenama u 3aBucumocm om
MuHucmepcmBomo Ha ¢unaHcume, kamo
6ankama nocmenenHo 2yOu cBosima aBmo-
Homusl. 3amucreHa kamo o0paszuoB emucuo-
HeH uHcmumym, BHBE ce npeBpbwa 6 cBos-
ma npomuBonorokHocm, ©e3 ¢opmarHo ga
Obge npometeH 3akoHoBusim U cmamym.
Mog Hamucka Ha kpegumopume npes
mes3u 20guHu ce cb3gaba nbpbama usrocm-

tions. From being aloof from exports and
imports, the Bank began controlling imports
and the trade in foreign exchange assets. The
supplanting of the 1928 model continued in
other ways. Chronic budget problems caused
the government to circumvent the strict caps
on Bank financing in any way possible. A
series of legislative amendments gradually
broadened the possibilities of direct financing
of budget deficits, subverting the BNB’s status.
Alongside this, the Bank’s statutory depen-
dence on the Ministry of Finance deepened
with the loss of its autonomy. Conceived as a
model issuing institution, the BNB became its
practical opposite, yet without radical correc-
tion to its legal definition.

Cmegar CmegparoB — ¢urarcob
murucmbp npes 1931-1934 2

u aBmop Ha nepBama bbreapcka
cmabuauzayuoHHa npozpama
Finance Minister (1931-1934)
Stefan Stefanov is the author of
the first Bulgarian Stabilisation
Programme

Ha Obacapcka cmabuAusauuoHHa npozpama,
kosimo BkaouBa nakem om HoBu gaHbuu u
mepku 3a cbkpawgaBaHe Ha pasxogume u 3a
yBeauuaBaHe cbbupaemocmma Ha gaHbuume.
Ta obaue cpewa oxkecmoueHa BbmpewHa
cbnpomuBa, a aBmopbm U — dunHaHcoBusim
muHucmbp CmedaH CmedaHoB — ocmaba 6
usonauusi, 6e3 ga ycnee ga npokapa pegu-
ua om 3amucreHume pedopmu. Bbb B3au-
moomHoweHusima ¢ Munancobusi komumem
Ha ObwecmBomo Ha Hapogume no noBog
noaumuydeckama u cmonanckama cumyauust
6 bbAcapusi gomuHupa npuHUUNBM ,napu
cpewy pedopmu” — 3a Beska PpuHaHcoBa om-

Bulgaria’s first comprehensive stabilisa-
tion programme was formulated under credi-
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M., CB. Hegers” 6 Cogusi npes

30-me 2oquHu Ha XX 6.

Sofia, St. Nedelya Square in the
Thirties of the 20th Century
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cmbnka ce ,3annawa“ cbc 3akoHogameaHu,
cmpykmypHu uAu agmuHucmpamuBHu npo-
meHu. Cb3gageH e gopu cneuuareH Komu-
mem Ha yemupumama (komucaps u cbBem-
Huka Ha ObwecmBomo Ha Hapogume npu
BHB, gupekmopa Ha gbpkaBHume gbazoBe u
ynpaBumenst Ha BHB), 8 koimo ce obcwkga
Bcska om mesu cmbnku. TNpes 30-me 2oguHu
Ha XX 8. cmonaHckusim >kuBom Ha Bbacapus
€ Nnog nocmosiHHOMo HabalogeHue Ha OO-
wecmBomo Ha Hapogume u Ha HezoBume
npegcmabumenu. [lMopogeHusm om msixHo-
mo ommeaasiHe npe3 1940 2. Bakyym nokasBa
msixHama peaAHa BAacm — cmuea ce gomam,
ue npe3 1934 2 Obreapckomo npaBumeacm-
8o npegocmaBsi Ha (DunancoBusi komumem
Ha ObwecmBomo Ha Hapogume npaBomo

- . -

tor pressure during this period. This included
a package of new taxes and measures to cut
costs and boost tax collectability. The pro-
gramme encountered fierce domestic opposi-
tion; its author, Finance Minister Stefan Ste-
fanov, became isolated and failed to enact a
number of planned reforms. The cash-for-re-
forms principle dominated relations with the
League of Nations’ Finance Committee: each
financial gesture had to be earned by legisla-
tive, structural, or administrative change. The
League Commissioner, the BNB Adviser, the
Director of State Debt, and the BNB Gover-
nor came together in a special Panel of Four
to deliberate each change. Bulgarian econom-
ic life in the 1930s was under the constant
supervision of the League and its representa-




ga nocouu ynpaBumen Ha BHbB. 3ag kyaucu-
me Ha masu Bracm cmou cbnepHuuecmBo-
mo mexkgy Mpanuusi u Beaukobpumanus u
BHB e egHa om apeHume Ha me3u Gopbu
3a BAusiHue.

EmucuorHama noaumuka na Gankama
8 mosu nepuog npemuHaBa npe3 pasAuuHu
emanu. B Hauaromo msi 6uBa gucuunAuHu-
paHa om 3akoHa 3a oepaHuuabaHe Ha Oank-
HomHama emucusg om 1922 2. u om mabaHu-
me 3a ckoHmupare Ha cbkpoBuwHu HoHoBe,
3anezHaau B 3akona 3a BHB om 1928 2 [lpu
AuUNcama Ha gpyeu usmouHuuu Ha ¢puHaHcoB
pecypc no Bpeme Ha m.Hap. loasma genpe-
cusi omHoBo ce cmuza go QuHaHCUpaHe Ha
6logkemnusi gepuuum om BHB. Ypes pe-
guua onepauuu, cbaracyBaHu ¢ DuHaHcoBus
komumem Ha ObwecmBomo Ha Hapogume,
maBanbm e HagxBbpaeH, koemo ce ompassi-
Ba Bbpxy 3namHomo nokpumue Ha napuu-
Homo obpawerue. [lpu 3ramHo-geBusHus
cmaHgapm masu 3akoHoBa Hopma cbomBem-
cmBa Ha cbomHoweHuemo mexkgy akmuBu
u nacuBu, koemo mpaguuuoHHo e 1/3-1/4.
Mpe3 1935 2. nokpumuemo oduuuarHo e Ha-
mareHo om 33.3% Ha 25%. B kpaina cmem-
ka cnasBaHemo Ha Hopmama Ha nokpumue
3aBucu om noaumukama Ha npaBumeacmBo-
mo, a BvamokHocmume Ha BHB 3a konmpon
ca ozpaHuueHu — mo e moakoBa no-mpygHo,
koakomo no-zoasimo e npsikomo ¢unaHcupa-
He Ha gbpkaBama om ueHmpasHama Oanka
u koakomo no-ozpaHuueHu ca Baaymuume u
pesepBu. 3agbrkeHuemo BHB ga nybaukyBa
dakmuueckomo nokpumue uma u cepuosen

tives. The vacuum which emerged after their
withdrawal in 1940 showed the genuine ex-
tent of their authority; this had spread so
wide that in 1934 the cabinet had ceded the
right to nominate the BNB Governor to the
Finance Committee. This reflected behind the
scenes Anglo-French rivalries, the BNB being
one of the arenas of their manifestation.

The Bank’s issuing policy of the period
underwent diverse alterations. Initially, the
1922 Banknote Issue Restriction Law and caps
on treasury bond discounting in the 1928
BNB Law restrained it. Amid the lack of other
finance sources in the Great Depression, the
BNB once again began to finance the state
budget deficit. A number of operations co-

bwrcapcku 6arkHomu u more-
mu om 6pememo Ha [oramama
genpecust

Bulgarian banknotes and coins
during the Great Depression
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HeBcku“ 6 Cogus,
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St. Alexander Nevski Cathedral
in Sofia, 29 October 1929
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gucuunauHupaw, edekm, 3awomo Oankama
mpsioBa ga BHumaba ga He ce npekpauBa
Hopmama. Hsikou om npouegypume 3a moBa
ca yucmo cuemoBogHu, kamo npezpynupare
Ha cmemku uAu npexBbpasiHe Ha cpegcmBa
om egHu cmemku B8 gpyeu. [Mo-pagukasHa
msipka e npeouerkama Ha 3ramomo, u3bbp-
weHa no uckaHe Ha npaBumeacmBomo npes
1941 2 upe3 HauucasBane Ha npemusi om
25%, kosimo ce Bhacst 6 npuxog Ha gbprkaB-
Hus Grogokem.

C Hail-zonemu nocaeguuu obaue e pas-
wupsiBaHemo Ha onpegeAeHuemo 3a ,Cma-
BuaHu Baaymu“, koumo cay’kam 3a nokpumue
Ha AeBa (npu cbomuoweHue 1:1, gokamo 3a
3namomo mo e 1:4). Coc 3akona om 1941 2
kbm 3aamomo u BaaymHume akmuBu ca npu-
paBreHu Bcuuku gpyeu akmuBu naioc cbom-

&

ordinated with the League Finance Commit-
tee breached the ceiling, rebounding on gold
cover for circulating cash. Under the gold-
exchange standard the legal cover norm cor-
responded to the ratio between assets and
liabilities and traditionally stood at a third
to a quarter. In 1935 cover was formally cut
from 33.3 to 25 per cent. Ultimately, gold
cover depended on government policy, while
the limited scope of BNB control contracted
further as direct state financing grew and for-
eign exchange holdings declined.

The BNB’s duty to publish the actual
extent of cover had a disciplining and psy-
chological effect, the Bank having to be care-
ful not to breach limits. Mostly this involved
bookkeeping manipulations like account re-
grouping or transferring funds between ac-
counts. Revaluation of gold was a more radical
measure, conducted at government request in
1941 and involving crediting a 25 per cent
premium to the state budget.

The widening of the definition of “sta-
ble currencies” (which served as lev cover
at a ratio of unity as opposed to gold’s
ratio of a quarter) had the greatest conse-
quence. The 1941 Law rendered all miscel-
laneous assets equal to gold and foreign ex-
change, plus various premia. Since BNB held
almost exclusively Reich marks as proceeds of
the positive clearing balance with Germany,
the German currency was accepted as full
cover for the lev. This changed the very prin-
ciples of the monetary system by corrupting
the gold-exchange standard. The currency of



Bemnama npemusi. Toi kamo aBoapume Ha
BHB ca noumu uskatouumenHo 6 patixcmapku,
noAyyeHu om noaokumeaHomo mbpzobcko
caango no kaupuHea c lfepmaHusi, 2epmarckama
Baayma e npuema 3a nbAHOueHHO nokpumue
Ha AeBa. PeweHuemo Ha npakmuka nogmens
camume NPUHUUNU Ha Napu4Hama cucmema,
BrowaBatku kauecmBomo Ha gelicmBawust
3namHo-geBuseH emanoH. Baaymama Ha egHa
BotoBawa cmpaHa e kpaliHo nogamauBa Ha
uHdprauust u Obp3o ce npeBpbwa BbE Puk-
muBen akmuB. 3a bbacapusi npeuegeHmbm e
cbBecem ckopower — pewenuemo om 1941 2
ususA0o nobmapsi cumyauusima om [TbpBa-
ma cbemobra Boulna, koeamo emucusima e
nokpuBana c obesuensiBawu ce 2epmancku
mapku. I B8 gBama cayuasi pesyxamambm e
knukHonapuuHa undaauus.

lMpe3 1931-1935 2 cpeg gedHocmume,
usBbpwbaHu om BHB, ce omkposiBam peey-
AamuBrume u ¢yHkuuu 668 BbHWHaAMa Mbp-
2oBust u B mbpeobusima ¢ BbHWHU NAamekHu
cpegcmBa. Cmpoeusim  koHmpoa, HarokeH
Bu8 Bcuuku eBponelcku cmpaHu, e egun
om Hal-xapakmepHume npusHauu Ha [oas-
mama genpecus. [Npobrembm ce cBekga go
Hegocmuz Ha BaaymHu akmuBu, nopogeH Ha
cBoli peg om kpusama Ha 3ramHo-geBusHus
cmangapm, om gedaauusima Ha cBemoBHume
ueHu u om 3agywabaHemo Ha ukoHomukume
om npomekuuoHusma u kaupunea. Auncama
Ha HaauuHocm om  koHBepmupyemu Baay-
mu 3ampygHsiBa go kpatHocm mbpeoBusima
u obcaykBaHemo Ha BbHWHUME gbaoBe
npe3 ueausi nepuog. Caeg geBaaBauusima

a combatant power is extremely susceptible
to inflation and can rapidly become a ficti-
tious asset. Bulgaria had experienced this very
recently, with the 1941 decision being a com-
plete replay of the situation during the First
World War when money issues were covered
by depreciating German marks. The outcome
was the same in both cases: paper money
inflation.

Regulation of foreign and exchange
trade dominated BNB work between 1931
and 1935. The strict controls imposed by all
European countries were among the most
characteristic features of the Depression. They
had to tackle exchange shortages created by
the gold-exchange standard crisis, world price
deflation, and the stranglehold of protection-
ism and clearing over national economies.

rm o - m

25 okmombpu 1929 2 —
Heprusm yemBepmpk”
Ha Yoacmpudim

The Wall Street crash
(The America’s Black Thursday)

on 25 October 1929
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Ha Opumanckama Aupa npes3 1931 2, 3a ga
ce pewu mosu Bbnpoc, e cbigageH mpomabd
biopokpamuueH mexaHusbm 3a omnyckaxe
Ha Baayma u koHmuHeeHmupaHe Ha BHoca
¢ ueHmbp BbHB. OcobeHo cbwecmBero 3a
camama Oarka e nosiBuromo ce npomubBope-
yue B HelHus cmamym: Mo 3akoHa 3a BHbB
6ankama e aBmoHomHo yupexkgeHue’, HO He
u ,no 3akoHa 3a mbpeoBusima ¢ BbHWHU nAa-
mexkHu cpegcmBa. Mo mos 3akoH Hue Hs-
Mame aBmoHomus, Hue cme agmuHucmpauus
Ha npaBumeacmBomo”'’.

Cucmemama 3a koHmpoa gaBa Bb3-
mokHocm 3a m.Hap. YyacmHu komneHcauuoH-
HU cgeAku — paspeweHue usHocumeAsim ga
usnoasBa uacm om gobumama Baryma c uea
BHoc, — BbBegeHu npes 1933 2 3a cmpaHume
cbec cBobogha Baayma u 3a mapkama. Tesu
Barymu ce mbpeyBam Ha cBobogHusi nasap,
kbgemo ce ¢opmupa cbomBemHa npemus,
kosmo kamo ckpuma geBaaBauusi cmumyau-
pa usHoca. bankama kynyBa Baaymume om
U3HOC C onpegeAeHa om Hesi komneHcauuoH-
Ha npemust u BnocaegcmbBue 2u npogaba Ha
BHocumeau cbwo cpewy npemusi. Paszpewe-
HUSIM npoueHm 3agbpykaHa y usHocumeaume
Baayma e pasauueH, kamo omcmbnBaHemo
Ha noBeue Baayma om ekcnopma Ha gageHa
cmoka e paBHOCUAHO Ha U3HOCHO mMumo Bbp-
Xy gpyau cmoku, koumo 3agbpkam no-manbk
npoueHm.

Tasu cucmema ce ycmanoBsba okoHua-
meaHo kbm 1935 2, kamo npaBumeacmBomo
u G6ankama BnocaegcmBue ce cmpemsm ga
He s npomeHsim psisko. C usAauzaHemo om

17 bbaeapcka HapogHa Garka. Cbophuk gokymermu. Tom 1V,
1930-1947 2. C., bHbB, 2004, c. 972.

The lack of convertible currencies hindered
trade and international debt service in the
extreme throughout the period. To resolve the
issue after 1931 Sterling devaluation, a clum-
sy bureaucratic mechanism centred on the
BNB emerged to provide foreign exchange
and supervise import quotas. What mattered
particularly to the Bank was the contradiction
this brought to its status: “Under the BNB
Law the Bank is an autonomous office ... yet
under the Foreign Exchange Trading Law it is
not. Under the latter, we have no autonomy,
but are rather an office of government”*.

The system of control offered scope
for “private offset deals” in which exporters
could use some of the foreign exchange they
had earned to buy imports. These deals were
introduced in 1933 with regard to free cur-
rencies and the mark. These currencies were
traded on the open market to determine rel-
evant premia which, in the form of concealed
devaluation, boosted exports. The Bank pur-
chased currency earned through exports at
offset premia set by itself and sold it to im-
porters, again at a premium. The percentage
of foreign exchange which exporters could
retain varied, with higher premia on certain
goods acting like export duty on others with
lower premia.

This system was fully in place by 1935,
with both government and Bank endeavour-
ing to avoid abrupt changes to it thereafter. As
the Depression lifted, a certain loosening was
observed. Some uniformity was injected into
the profuse number of different currency pre-

22 bwreapcka Hapogha barka, Coopruk gokymernmu. Tom 1V, 1930—
1947 2 [The Bulgarian National Bank: a Documentary Collec-
tion, vol IV, 1930-1947], The BNB, Sofia, 2004, p. 972.



[oasmama genpecusi HacmbnbBa usbecmHo
cmekuaBaHe Ha peckuma — npucmbnBa ce kbm
yacmuuHo yegHakBsiBare Ha MHO200pOUHU-
me BaaymHu npemuu. [pe3 1936 2 3anoubBa
ga ce 2oBopu 3a omnagaHe Ha koHmuHzeH-
mupaHemo, Ho AuncBa pewumocm 3a om-
msHama my. [Mo-uyBcmBumenaro obaekuenue
Hacmbnba egba npes 1938 2

lNpe3 me3u 20guHu B8 mexkgyHapogHama
mbpeoBusi cbwecmBeHa poast uepae kaupuH-
ebm, npu kotimo usHocumeAume noayuaBam
nocmbnAeHusima om usHoc 6 Aebobe Bmecmo
Bu8 Baayma, kamo Bcska cmpaHa ce cmpe-
mMu ga Hsma mbpeobcko HepaBHoBecue. Ae-
duuumume ce ypexkgam 6 konBepmupyema
Baayma. 3a bbacapusi om ocHoBHO 3HaueHue
ca cnozogbume c lepmaHusi. [TbpBama e om
1932 2. u e nognucaHa om bHb (ynpaBumea
Hukoaa MomuunoB, 29.11.1932-31.VII.1934).
Bmopama cnozogba cbc cuAaHO HezamuBHu
nocareguuu e ckaoueHa npes 1940 2. om npa-
BumeacmBomo, kamo BHB e usoaupana om
gozoBapsiHemo u. Yacmuume komneHcauuu
3a mapkama ca npemaxHamu u ms Beue He
moxke ga ce komupa Ha cBobogHusi nasap.
Hanoken e ¢ukcupan kypc, npu norokeHnue
ye 2epmaHckama Baayma HagaAu we ocmaHe
cmabuaHa no Bpeme Ha Boltnama. Cbuwieb-
pPEMEHHO pezAaameHmupaHemo u koHmpoabm
Bbpxy BbHWHama mbpzoBusi munaBam kbm
Aupekuusima Ha BbHwHama mbpeobus: bHB
akymyaupa Baaymama u e HamoBapeHa ga
noggbpka cmabuaHocmma Ha AeBa, a gu-
pekuusima paspewaBa usHoca. [log Hamuc-
ka Ha Tepmanus npaBumeacmBomo e npu-

mia. In 1936 there was talk of softening quo-
tas, but there was little will to repeal them.
More significant relief came only in 1938.
Clearing played a major role in inter-
national trade in these years, with export-
ers receiving their payment in levs instead of
foreign currency and each side attempting to
balance trade volumes. Deficits were settled
in convertible currency. Agreements with Cer-
many had the greatest significance for Bul-
garia. The first of these dated back to 1932
and was signed by the BNB (Governor Nikola
Momchilov, February 29th, 1932 to July 31st,
1934). The second agreement, which was to
have strongly negative consequences, was
contracted in 1940 by government, with the
BNB being sidelined in negotiations. Private
offsets with regard to the mark were lifted and
it could now be sold on the open market.
A pegged rate was imposed despite the un-
likelihood of the German currency remaining
stable during the war. At the same time, regu-
lation and control of foreign trade went to the

IpaBumeacmBomo Ha leopeu
KboceuBarob (HoemBpu 1938 2).
Ha nspBusi peg kpaiirusm

BgsicHo e MuHUCMBPBLM Ha (uHaH-
cume Aobpu boxkunob

The government of Georgi
Kyoseivanov (November 1938).
Front raw: the first person on
the right is the Minister

of Finance Dobri Bozhilov
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HygeHo ga usbupa mexkgy npemaxBare Ha
npemuume u geBaaBauus Ha AeBa cnpsmo
mapkama. To usbupa nbpBomo u ommoeabBa
3anouba cmpemumeAaHomo HampynBaHe Ha
kaupureoBu usauwbuu B noasa Ha Bbacapus,
koumo ca equH om ocHoBHume dakmopu 3a
BoernHoBpemeHHama uHdAauus.

CbcmosiHuemo  Ha 6ankoBusi cekmop
e gpyeusm embaemamuueH npusHak Ha [lo-
aimama genpecusi. Caeg moky-wo npexku-
BeHus Oeskonmpoaen kpegumeHn Oym, 3a
kolimo omezoBopHocm Hocu u BHbB, gedaa-
uusima npegusBukBa kamacmpoda. Npobae-
mbm ce npexBbpas Bbpxy Oankume, kamo
MHO200potiHUMe gpebHu u cpegHu baHku ce
okasBam 8 mexkko cbcmosiHue. BHB Bausa 6
poAsima cu Ha kpegumop om nocaegHa UH-
cmanuus, Ho Bb3mokHocmume U ca kpalHo
ozpaHuueHu. Cbc cmoneHu pesepBu msi He
moxke ga cu nosboau mawabHu onepauuu
u npoBexkga cuaHo gedaauuoHHa noaumuka,
onumBatiku ce ga ce HamecBa c kocBenu
cpegcmBa — mbpeobcku cmumyau u ozpaHu-
yeHus u HacbpuabBaHe Ha caubBaHugma.

MNpes 30-me 2oquHu BbHB e nHamoBa-
peHa u c Hakou gpyeu BakHu koHmpoaHu
¢dyrkuuu usbbH peeyaupaHemo Ha BbHWHA-
ma mbpeoBusi u naamexkHusi GaaaHC u Nnog-
gbpkaHemo Ha BaaymHusi kypc. Tesu koHm-
poAHu ¢yHkuuu ca nopogenu om loasmama
genpecusi, HO cb2aacHO 3akoHa om 1928 e
me ca cBbp3aHu u ¢ HoBama poas Ha bHbB
kamo 0Oanka Ha OGankume. Om Hauaromo
Ha 1931 2 ce BbBexkga gbprkabBeH konHmpoa
Bbpxy geliHocmma Ha yacmHume OGanku no

new Office of Foreign Trade; the BNB was
to accumulate foreign exchange and maintain
lev stability, while the Office licensed exports.
Under German pressure, the government was
forced to choose between premium removal
and devaluing the lev against the mark. It
chose the former and this marked the start of
runaway accumulation of clearing surpluses in
favour of Bulgaria which was to turn into a
basic driver of wartime inflation.

The state of banking was another em-
blematic sign of the Depression. Coming af-
ter an uncontrolled credit boom for which
the BNB was also responsible, deflation was
a catastrophe. The problem hit the banks,
with a multitude of small and medium insti-
tutions finding themselves in serious straits.
The BNB assumed its role of creditor of last
resort, yet means were severely limited. The
Bank’s depleted reserves did not allow it any
large-scale operations, forcing it to conduct a
markedly deflationary policy and to attempt
indirect interventions through trade incentives
or restrictions and through merger approvals.

Aside from regulating foreign trade, the
balance of payments, and the exchange rate,
the 1930s saw the BNB assume other impor-
tant control functions. They resulted from the
Depression and from the bank-of-banks status
implicit in the 1928 Law. Government over-
sight of private banks arrived in early 1931
under the Protection of Private Banks Savings
Law?, exercised by a special body of the
Ministry of Finance, called a Banking Coun-
cil. Bulgaria’s first banking supervision office

23 Abpkaber» Bscmuuks [The State Gazette], No. 227 of Janu-
ary 12th, 1931 and No. 230 of January 15th, 1933.



cunama Ha npuemusi mozaBa 3akoH 3a 3awu-
ma Ha cnecmoBrHume 6aozobe B yacmuume
6anku™. Tosu koHmpoa ce ynpaxkhsBa om
cneuuareH opz2aH npu  MuHucmepcmBomo
Ha ¢uHaHcume, HapeueH bankepcku cbBem.
ToBa e nbpBusim opeaH 3a OGankoB Hagsop
B cmpanama, 3aHumabaw, ce c Hagsop u
aukBugauust Ha Garku, 6 kolimo yuyacmBam
npegcmabumeau Ha MunucmepcmBomo Ha
¢duHancume, npegcmaBumenu Ha pbkoBogc-
mbomo na BHbB, na wacmnume 6Ganku, no-
coueHu cbombemno om bankoBama cekuus
npu Cbio3a Ha akuuoHepHume gpyxkecmBa u
om CgpykeHuemo Ha Gbreapckume npoBuH-
uuaaHu Oawrku, u ekcnepm-cuemoBogumen.
Aoknagume Ha cbbema npegcmabasBam
gobpocbBecmeH, uzuepnamereH U ODOCHO-
BaH aHaAus Ha npouecume Ha gekanumaau-
3auus Ha Gankume.

Mpe3 1931-1937 2 pvkoBogcmBomo Ha
BHB npuema geBem okpwbkHu no npunaza-
Hemo Ha 3akoHa. C Bmopomo u mpemomo
om msx ms HaAaza uszombaHemo om 6Bcuu-
ku koHmpoaupaHu uyacmuu 6anku Ha munof
mpumeceyeH u 2oguweH baraHc. YegHakBeru
u npegcmabenu Ha bankepckusi cbBem ca u
mexHume OaaaHcu 3a 1929 2 u 1930 2, c
koemo ce nocmabsi Hauaromo Ha oduuuan-
Hama OankoBa cmamucmuka 8 cmpaHama,
omuumawga caeg 1929 2. nogpobHo no 2pynu
6anku npomeHume B cymama Ha BrozoBeme,
mekywume gebumopHu cmemku, pasgageHu-
me kpegumu u gpyeu GaraHcoBu nepa.

Hagsopbm npegBukga onpegeneHu
O2paHUYeHUsl Npu pasnpegeAsHemMo Ha nAac-

18 AppkaBerb Bbcmuuks, 6p. 227 om 12 smyapu 1931 2 u
6p. 230 om 15 snyapu 1933 =

oversaw banking and bank liquidations and
comprised representatives of the Ministry of
Finance, representatives of the BNB manage-
ment, representatives of private banks nomi-
nated by the Banking Section of the Union of
Public Companies and the Association of Bul-
garian Provincial Banks, and an accountant.
The Council’s reports attest to conscientious,
detailed, and comprehensive deliberations
over the processes of bank decapitalisation.
Between 1931 and 1937, BNB man-
agement issued nine circulars on imple-
mentation of the above Law. The second
and third of them required all controlled
private banks to draw up standard quarterly
and annual balance sheets. Balance sheets
going back to 1929 and 1930 were also re-
drawn to the uniform format. This marked
the beginning of official national banking
statistics, with changes in deposit funds,
current debit accounts, loan disbursement
and other balance sheet items classified by

YhpaBumennusm crBem Ha
bHb npes 1938 a

The BNB Governing
Council in 1938
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., Anekcargbp 1" 6 kpasi Ha
30-me 2oqutu Ha XX 6.

Alexander | Square in the late
Thirties of the 20th Century
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meHmume Ha yacmHume 6anku (ocobeHo B
ueHHu kHuwka u eonemu kpegumu 3a gbwep-
HU ¢dupmu) C O2A€g YaCMUuYHO 2apaHmupa-
He uHmepecume Ha Baokumeaume. 3agba-
*kaBam ce npubaekaume cnecmoBru Broz08e
yacmuu b6anku ga gbpkam nocmosiHHo kamo
pesepBer Broz 6 BHb munumym 5% om cy-
mama Ha npuBaeueHume cpegcmBa naiocC
owe 5% BaokeHust 6 Hagekgen aukBugeH
nopmdetlin cbc cpok go mpu meceua. OcBen
moBa npeobaagaBawama yacm om BrozobBe-
me caegBa ga Obge naacupaHa 6 gbpkabHu
ueHHu kHuka, ckoHmupaHu noauuu uau aBaH-
cu cpewy 3aroe Ha cmoku ¢ makcumym mpu-
meceueH cpok Ha naawaHe. CbuecmByBa u
usuckBaHe Hat-maako 1/5 uacm om 3anacHusi

groups of banks and carefully monitored.
Supervision involved certain restrictions
to private bank disbursement, particularly of
securities and large exposures to subsidiaries,
offering some safeguard to depositor interests.
Deposit-taking private banks were mandated
to keep permanent reserve deposits at the
BNB of not less than 5 per cent of the sums
attracted, and to invest a further 5 per cent
into reliable liquid portfolios with terms of up
to a quarter. Moreover, the bulk of deposits
had to be invested into government bonds,
discount policies, or loans secured with goods
payable within a quarter. There was also a
requirement for not less than a fifth of banks’
reserve capital to be invested into liquid secu-




kanumana Ha Gankume ga Gbge BroxkeH B cbx-
paHsBanu 6 BHBE mbpeyemu uenHu kHuka,
a Ha yacmHume OaHku e 3abpaHeHo ga ce
3aHUMabam ¢ mbpzobus u ¢ gpyea HecBoulc-
mbeHa 3a max getHocm.

Mpe3 mexkkus nepuog Ha [oasmama
genpecusi BHB peazupa Obp3o u agekBamHo,
unkekmupatku aukBugrocm, 3a ga cnpe naHu-
yeckomo meaaeHe Ha genosumu (ynpaBumen
AceH VBaHoB). HetHama unmepbenuus ce
okasBa pewaBawga, koeamo GarkoBama kpusa
6 Llenmpaana EBpona om asmomo Ha 1931 e
ce npeHacst upe3 KpegumHa Garka — cobcm-
BeHocm Ha Aotuebank — B Bbacapus. Pedu-
HaHCUpaHe ¢ nogobHa uer msi ocbwecmBsiBa
u 3a peguua no-marku Gawnku, 3anaawerHu om
meaaeHust Ha Baoskumeaume. BHB ce onumBa
CbWO ga ozpaHuvu paszgabaHemo Ha gubu-
geHmu u ga usducmu 2oremume Bbmpeuw-
HU kpegumu. CbweBpemenHo ms aukBugupa
B3emaHusima cu kbm cmapu gawkHuuu — 3ako-
Hbm om 1928 2 okoHuameAHo U e 3abpaHuA
mbpzoBbckomo  kpegumupaHe, — Ho nopagu
3ampygHeHomo cmonaHcko noaokerue Auk-
Bugauusima Ha mesu cmemku npomuya mpyg-
HO u ce npomouBa Bb8 Bpememo. Taka BHB
okonuameaHo ce ymBbprkgaBa kamo Ganka Ha
6aHkume, npsiko koHmpoaupawa getiHocm-
ma Ha noumu usinama kpegumua cucmema
8 cmpaHama (6e3 kpegumnume koonepauuu
u gbpkaBrhume Bb3b, BLIKb u lMoweHckama
cnecmoBra kaca). Mo uxHuuuamuBa Ha BHbB
bankepckusim cbbem 0065858a 8 AukBugauus
uau B8 npegnaseH konkopgam' 34 Ganku u
OaHkepu, a 6 HeenacHa aukBugauusi — owe 18

19 Cnopasymerue, npu koemo kpegumopume onpowabam
yacmuuHo gbaeobe Ha  gabkruka, kodmo npegocmaBs
obesneueHue 33 noHe 50% om max (MkoHomuuecka
eHuukaonegusi. C., Hayka u uskycmBo, 1973, c. 584).

rities and deposited at the BNB, and private
banks were banned from engaging in com-
merce or other ancillary areas.

During the heavy Depression years, the
BNB reacted rapidly and adequately, inject-
ing liquidity and preventing runs on banks
(Governor Asen Ivanov). Its intervention was
decisive when the Central European banking
crisis in the summer of 1931 hit the Deutsche
Bank-owned Kreditna Banka* in Bulgaria.
Similar refinancing went into smaller banks
threatened by runs. The BNB also attempted
to restrict dividend payments and clear large
internal loans. At the same time, the Bank
closed its erstwhile claims; the 1928 Law had
finally removed it from commercial lending
but winding-up the process amid economic
difficulties proved difficult and drawn-out. At
length, the BNB was recognised as the bank
of banks which directly controlled the actions
of practically all national creditors, save for
credit cooperatives and the state-run BZB,
BTsKB and Poshtenska Spestovna Kasa®. At

o,

24 Kpegumna barka — the Credit Bank.
25 [Mowercka cnecmoBra kaca — The Postal Savings Bank.

Cepagama Ha Kpegumna
barka 6 Cogus (Bmopama
om gscHo Ha As60)

The building of Kreditna
Banka in Sofia (the second
from right to left)
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Aobpu bokurob
Dobri Bozhilov
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no-maaku Oanku. Ha owe 90 Ganku u Ganke-
pu e omHemo npaBomo ga ce 3aHumabam c
kpegumna geliHocm u ga npuemam BaozoBe.
Om 1932 2 bankepckusm cbbem u BHB noc-
mabsm nog cBoeobpaseH ,0cobeH Hagzop” 19
usnagHaau 6 aukBugHu 3ampygHerust maaku u
cpegHu yacmHu Oanku Hauero cbe Codulicka
Garka.

Caeg kamo peduHaHcupaHemo um om
bHB ne gaba pesyamam, npes 1934 2 npe-
gocmaBeHume um om ueHmpaAaHama Oarka
kpegumu ca npeodopmeru 6 gbpikabro ka-
numaroBo yuyacmue B yupegeHama Ha msix-
Ha Oasa (c peweHue Ha Munucmepckusi cb-
Bem) HoBa akuuoHepHa banka ,Bbreapcku
kpegum*. ®MPopmarHo masu barka e yacmro-
gbpkabHa, Ho Ha npakmuka cmaBa gyma 3a
HanbAHO ogbprkaBeHa uHcmumyuusi. Ha Hes
ce 2rega umeHHo kamo Ha makaBa u ms
obp3o ce npeBpbwa 6b6 PpuHaHcoB uHcmpy-
meHm Ha npaBumeacmBomo. CxogHa cbgba
uma u bbacapckama 3emegencka u koonepa-
muBna Oanka (b3KB), cp3gageHa cbwo npes
okmomBpu 1934 2. upes koHcoaugupane Ha
b3b u bLIKb.

Kamo usirno mawadHume akuuu no 03g-
paBsBare Ha GaHkoBama cucmema ce cBexk-
gam go ,HauuOHaAu3upaHe” Ha O2poMHUMe
Aowu gbreoBe u go cuaeH maacbk Ha ogbpika-
BsBaremo 6 cekmopa, kamo 8 kpasi Ha 30-me
20guHU U ocobeHo npe3 BoliHama yacmHusim
6aHkoB kanumaa e cuAaHO oOepaHuueH 3a
cmemka Ha gbpkaBHusi u koonepamuBHusi.
B pesyamam om 147 npe3 1931 2. 6 bbaea-
pus npe3 1938 2 ocmabam ga getcmbBam

BNB initiative, the Bank Council wound-up or
preventively bankrupted 34 banks and bank-
ers, quietly closing 18 smaller banks. Another
90 banks and bankers were denied the right
to lend and take deposits. From 1932 the
Bank Council and the BNB placed under
conservatorship 19 small and medium pri-
vate banks with liquidity problems, foremost
among them the Sofiyska Banka®.

Where BNB refinancing failed to bring
results, in 1934 central bank loans were trans-
formed into government equity held in the
new public equity Banka Balgarski Kredit”
established by government. Formally a pri-
vate/state-owned hybrid, in practice this was
state-run. It was indeed regarded as such,
rapidly becoming a government tool. A simi-
lar fate overtook the Balgarska Zemedelska i
Kooperativna Banka? (the BZKB), also created
in October 1934 by the merger of the BZB
and the BTsKB.

As a whole, large-scale banking rescues
nationalised the huge amount of bad debt
and added to the powerful étatist impetus in
the sector. By the close of the Thirties, and
particularly during the War, government and
cooperative banks entirely marginalised their
private equivalents. The net result was that
from 147 banks in 1931, by 1938 Bulgaria
had 50. After the Depression, banking stabi-
lised to experience a brief spell of relative
calm in 1937 and 1938: something largely
down to the BNB.

The debt problem rapidly assumed a

social dimension. Debtors’ demands were

25 [lowercka cnecmoBra kaca — The Postal Savings Bank.
26 Coguiicka barka — the Sofia Bank.
27 banka ,bvreapcku kpegums”— the Bulgarian Credit Bank.

28 bbreapcka semregbicka u koonepamubia barka — the Bulgarian
Agricultural and Cooperative Bank.



50 Ganku. Caeg kpasi Ha loasmama genpe-
cust 6bankoBama cucmema ce cmabuausupa u
npe3 1937-1938 2. npexkuBsBa kpambk nepu-
0g Ha omHocumeAHo cnokoticmBue, koemo
B 2onima cmeneH e 3acayea Ha bHb.

Mpobaembm ¢ gabkHuuume Obp3o ce
npebpbwa B couuareH. Texnume uckaHusi ca
noAuMu3upaHu u uspaseHu 6 3akoHogameaxu
mepku, koumo d¢aBopusupam gawkHuka 3a
cmemka Ha kpegumopa - npobaem, uyuumo
nocreguuu ce ycewam u gHec. EgBa npes
1934 2. e HamepeHO OMHOCUMEAHO NO-gobpo
peweHue cbC cb3dgabaHemo Ha [lozacumen-
Hama kaca, yuumo obauzauuu ca gbpxkab-
HozapaHmupaHu, HuckoauxBeHu u Bauzam 6
H6araHcume Ha Gankume. (3Hauumeana uacm
om Aowume gbazoBe ca BbmpewHu kpegumu
3a mexHume pbkoBogcmBa.) Tesu obauzauuu
HaBogHsiBam Obacapckusi ¢duHaHcoB nasap
mexkgy BotHume u ca koakomo peweHue,
moakoBa u npobaem.

Mpe3 1935 2 3anouba cmpoumeacmbBo-
mo Ha HoBa cepaga Ha BHB (Aobpu boxkunoB,
ynpabasBaw, 1.X11.1922-31.111.1923, 1.XI1.1923—
1.111.1924, 29.VIII.1931-28.11.1932, 2.VIII.1934-
3.11.1935, ynpabumen 25.1V.1935-13.X1.1938,
1.V1.1944-9.VII1.1944), koemo npukaiouBa 6

politicised and found expression in legisla-
tion which favoured them at the expense of
creditors: a problem whose consequences are
felt to this day. A relatively better solution
arrived only in 1934 with the establishment
of the Pogasitelna Kasa?, an issuer of govern-
ment-guaranteed bonds which paid low in-
terest and went onto banks’ balance sheets.
(A significant share of bad debt had resulted
from lending to banks’ own managements.)
These bonds went on to flood the Bulgarian
Interwar financial market, becoming as much
a curse as a blessing.

Meanwhile, construction began in 1935
of the new BNB Building (Acting Governor
Dobri Bozhilov, December 1st, 1922 to March
31st, 1923, December 1st 1923 to March Tst,
1924, August 29th, 1931 to February 28th,
1932, August 2nd, 1934 to February 3rd,
1935, Governor April 25th, 1935 to Novem-
ber 13th, 1938, June 1st, 1944 to August 9th,

Ia. , Anekcargbp 1" Bgscro e

npas+Homo msicmo, kegemo we
bbge nocmpoeHa czpagama Ha
bHb

Alexander | Square. The BNB
building will be constructed on
the right in the empty space

HaBeuepuemo Ha Bmopama cBemobBHa Bou-
Ha. B masu cepaga Oankama ce nomewaBa
u gHec.

OcHoBHa AuHust 6 omHoweHusima mexk-
gy bHE u gbpkabama npes mesu eoguHu
e 3acuABawama ce Hameca Ha npabumenc-
mBomo u nbAHama 3azyba Ha abBmoHomus
om cmpaHa Ha Oankama. B Hauaromo Ha

29 [loeacumesra kaca — the Debt Amortisation Fund. 57



Moazare Ha ocHoBHUA
kambk Ha cepagama Ha bHb,
20 okmombpu 1935 2

Laying the foundation stone
of the BNB building,
20 October 1935
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30-me 2oguHu kpumuuHu momeHmu ca pas-
peweHusma — noayuyaBanu om @unancoBus
komumem caeg mexkku guckycuu — 3a ckon-
mupaHe Ha gbpkaBHu cbkpoBuwHu HoHoBe.
Mo 3akoHa om 1928 2 gbpkaBama moxke
ga uzgaBa cbkpoBuwHu 60HOBe 3a 600 MAH.
AB., 400 mAH. om koumo ga ce ckoHmupam
npsko u 200 mAH. ga ce peckoHmupam om
BHB. Aumumbm nocmenenHo e yBeauueH go
1.1 mApg. AB., a ¢ npomsiHama 6 3akoHa om
1937 2 gonycmumusim gbre Ha gbpkabama
kbm Hest HapacmBa ¢ 1 mapg. AB., koemo
omeoBapsi Ha ckonmupaHume uau peckoH-
mupaHume npu BbHB cvkpoBuwHu GoHobe
3a nokpuBaHe Ha geduuuma go 1936 2 [lo
cbwecmBo moBa npegcmabBasiba moHemusu-
paHe Ha gbpkaBHusi gbAe u HezoBa gonbA-
HumeAHa emucusi. [lpe3 ueAusi nepuog ce

1944) which was to be commissioned on the
eve of the Second World War. This building is
the current premises of the Bank.

Relations between the BNB and the
state during this period featured increasing
government interference and the eventual loss
of any autonomy by the Bank. Milestones in
the process were the early Thirties’ consents
(granted by the League Finance Committee
after tough negotiations) to discount treasury
bonds. The 1928 Law permitted the govern-
ment to issue 600 million levs-worth of trea-
sury bonds, discounting 400 million directly
and 200 million through the BNB. The cap
gradually increased to 1.1 billion levs, and
the 1937 amendment to the Law boosted the
government’s allowable debt to the Bank by
another billion levs, equal to discounted and



npubsicBa u go npeku memogu 3a Hameca.
Mpe3 1931 2 BHB npegocmabs Ha gbpka-
Bama uyucmama neuarba om ceueHemo Ha
cpebbpHu moHemu. [pe3 1936 2 npaBumea-
cmBomo (npegu paspewerue om (MuHaHco-
Bus komumem) npekpamsiBa 3axpanBaHemo
Ha cneuuarHama cmemka 3a HamansiBaHe Ha
gbrea cu kbm BHB. Om 0Gankama nonsikoza
ce uszemBam cymu, no-zonemu om HeliHama
nevanba.

Mpu BaaymHume npobaemu om Haua-
romo Ha 30-me 20guHu bbazapusi (nogobHo
Ha peguua eBponeticku u AamuHoamepukaH-
cku cmpatu) 064656a yacmuueH mopamopu-
ym Bbpxy obcaykBanemo Ha 3agbakeHusima
cu no BbHwHUMe gbpkabHu gbacoBe. Tosu
Mopamopuym e cbeAacyBaH u ocbwecmbBen
npu gozoBopeHu c kpegumopume u c OO6-
wecmBomo Ha Hapogume ycaobus. ToBa,
pasbupa ce, He cmaBa 0e3 npomuBopeuus
mexkgy gbeme epynu kpegumopu — npegBo-
eHHU u caegboerHu. Om 15 anpua 1932 e
cmpaHama npeBexkga camo 50% om noza-
weHuama cu no Auxbume 6b6 Baayma, a
ocmaHarama vyacm ce Braca 6 bBHB no cne-
uuaaHa AebBoBa cmemka, Hamupawa ce nog
koHmpoaa Ha komucapst Ha ObwecmBomo Ha
Hapogume. To3u AeBob pecypc ce usnoasba
(npu onpegeaeHu ycroBus) 3a ¢uHaHcupaHe
Ha npocpouusima 6 gbpkaBHume paszxogu (6
m.u. 3a 3anaamu). YcnopegHo CbC 3agbAboua-
BaHemo Ha loAsimama genpecusi npoueHmMbmM
Ha BaaymHus mpaHcdep e HamaneH. [lpes
1934 2. caeg kpusa 6b8 B3aumoomHoweHus -
ma ¢ kpegumopume u kpamko egHocmpan-

rediscounted treasury bonds issued to cover
deficits by 1936. In essence, this was a mon-
etisation of government debt and a further
issue of it. The entire period was peppered
with attempts at more direct intervention.
In 1931 the BNB ceded to government the
net profit of silver coin minting. In 1936 the
cabinet (pending Finance Committee leave)
halted servicing the special account set up to
reduce its debt to the BNB. The Bank occa-
sionally disbursed advances which exceeded
its profits.

Amid currency problems in the early
Thirties, Bulgaria (alongside a number of Euro-
pean and Latin American countries) declared
a partial moratorium on its foreign debt. Con-
sultations and negotiations with creditors and
the League of Nations preceded the move.
As could be expected, the process high-

Cepagama Ha bHb no Bpe-
me Ha Bmopama cBemoBHa
BodHa

The BNB building during
the Second World War
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Mapko Pscko8
Marko Ryaskov
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Ho npekpamsBaHe Ha naawaHusma motl e
cBegen go 15%. AeBoBume cpegcmBa cbwo
ca cbkpameHu u gocmuzam 17.5%, koemo
o3HauaBa, ue Bbrcapusi 3ageas camo 32.5%
Oom Cymume nO HOMUHAaAHUMe cu AuxBeHu
nAaw@arus. [pes 1935 2 ycnewHo e gozo-
BopeHa onepauust 3a nozacsibaHe Ha Henpe-
BegeHume npes 1932-1934 2 Aebobu 3agba-
*keHus cpewy mpaHcdep Bb6 Baayma camo
Ha 10% om masu cyma (ynpaBumea Mapko
PackoB, 4.11.1935-21.1V.1935). C nogobpsBa-
Hemo Ha cmonanckomo noaokerue obwusim
gaA Ha naawarnusma ce ybeauuaba go 1939 2
nocregoBamenro Ha 36.5% u 40%.

Mpe3s Bmopama noaoBuna Ha 30-me
2oguHu BHB ocbwecmBsBa macuparo 00-
pamHo uskynyBaHe Ha Obacapcku obauzauuu
(npegaazaHemo e 20Aasmo), yutimo kypc cna-
ga go okoro 35% npe3 1935 2, 30% npe3
1936 2 u 10% npe3 1941 2. BnocaegcmBue
6aHkama npogaBa Ha gbprkabama npumedka-
BaHume om Hes obauzauuu no ,kocmyemu
ueHu”. PaspabomBa ce u naaH 3a npecmpyk-
mypupaHe u koHcoaugupane Ha Obacapckus
gba?® upes emucust Ha HOBu kHuka Ha Oasa-
Ma Ha CUAHO HamaAeH HOMUHAA.

AeliHocmma Ha ueHmpaaHama Oarka
npe3 Bmopama cBemoBra BouHa Hocu Beue
nosHamu uyepmu. EmucuoHHama geliHocm e
mpeckaBa, a creg 1940 2 oepaHuyeHusima
3a kpegumupane Ha gbpkaBama npakmuuec-
ku omnagam. bankama uskynyBa cbkpoBuuwi-
HU OoHoBe (omHauyaro mpu-, a no-kbcHo U
nemHagecemzoguwHu) 3a BoeHHU u gpyau
gocmabku, naamumu 6 TepmaHusi, koumo Ha

20 T.Hap. lNaan EHo e paspabomen om noakoBruk Arpu EHo
u gopasbum om Hukoaa CmositoB.

lighted differences between the pre-War and
post-War groups of creditors. From 15 April
1932 Bulgaria serviced only half of its interest
payments in foreign exchange; the rest was
deposited into a special BNB lev account
controlled by the League Commissioner. This
lev resource was used (to set conditions) to
prevent government defaults, including of sal-
ary payments. As the Depression deepened,
the percentage of foreign exchange repay-
ments reduced until, after a crisis in creditor
relations in 1934 and a brief unilateral ces-
sation of repayments, it fell to 15 per cent.
Repayments in levs were also cut to 17.5
per cent. This left Bulgaria servicing just 32.5
per cent of its nominal interest repayments.
A settlement for the defaulted lev payments
between 1932 and 1934 was successfully ne-
gotiated in 1935 against the foreign exchange
transfer of just a tenth of the default sum
(Governor Marko Ryaskov, February 4th, 1935
to April 21st, 1935). As the economic situation
improved, overall repayment shares recovered
to 36.5 per cent and 40 per cent by 1939.

In the late Thirties, the BNB conducted
a mass repurchase of widely available Bul-
garian bonds, whose rate had slid to 35 per
cent in 1935, 30 per cent in 1936, and just
10 per cent in 1941. The Bank then sold
the bonds to government “at cost” A plan
was also devised (by Colonel Henri Enot and
Nikola Stoyanov) to restructure and consoli-
date Bulgarian debt through the issue of new
paper at greatly reduced nominals.

The central bank’s actions during the



nagexka ce 3ameHsm c HoBu. Emucusima Ha
me3u OoHoBe cmaba cbc cneuuaseH 3akoH
om 1941 2, kolmo paspewaBa Ha MmuHuC-
mbpa Ha BolHama ga noema 3agbikeHus
3a Hykgume Ha ombpaHama 6 pasmep Ha
2.2 mapg. AB. Kakmo cBugemeacmBa npeg
,HapogHust cbg” Kupua [TyHeB (ynpaBasBaw,
14.X1.1938-31.V.1944, 10.VII.1944-X1.1944), emu-
cusma Ha OoHoBeme nopakga 3a BHb gBa
npobAema. EquHusm e, ue ms e npuHygeHa
ga npeBuwu 3akoHoBusi Aumum om 20% om
kanumana cu, koimo modke ga naacupa 6
cbkpoBuwHu OGoHoBe. To3u npobaem e pe-
weH upe3 npomsiHa Ha 3akoHa, paspewabawa
naacmeHm go 140%. Bmopusim e HaAuuuemo
Ha GoHoBe cbc ,3namHa” kaaysza. Kakmo om-
Oeas13Ba Kupua lyneB, ,BmbkHe Au ce 3namHa

Second World War bore all too familiar hall-
marks. Issuing went on apace, caps to gov-
ernment lending practically disappearing after
1940. To pay for matériel and other deliveries
the Bank purchased treasury bonds (initially
three-year, and later 15-year ones). These were
payable in Germany and were exchanged
for new at expiry and were issued under an
emergency 1941 Law which allowed the Min-
ister of War to assume 2.2 billion levs-worth
of defence obligations. As Kiril Gunev (Acting
Governor, November 14th, 1938 to May 31st,
1944 and Governor, August 10th, 1944 to No-
vember 1944) noted, bond issues created two
problems for the BNB. One was that the
Bank had to breach the 20 per cent legal
cap on its equity in Treasury bonds. This was

Kupun lyre8
Kiril Gunev

Anewnama ya. ,CbbopHa“ u
cepagume Ha Apxeonoeuyeckusi
myseli u Ha bHb creg bom-
bapgupobka Ha Cogus,
HoemBpu 1943 2

Saborna Street and the present-
day Archaeological Museum

and BNB buildings after the Sofia
bombing of November 1943
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kaaysa 8 egun mekgyHapogeH gozoBop, no-
AokeHuemo Ha bbacapusi cmaBa noaokeHue
Ha pob — koakomo noBeue naawa, moakoBa
noBeue gbrku, kloelamo [clnaga reBbm*“?'. 3a
ga muHumusupa pucka, BHB uerenacoueHo
uskynyBa mesu 6oHoBe.

bankama omnycka u ozpomHu kpegumu
Ha muHucmepcmBa, kamo ce 3acmpaxoBa c
,UHgyAeeHuust” om CmemHama naaama. [pe3
1944 2 caeg GombapgupoBkume gbaebm Ha
gbpkaBama kem BHB e pascpoueH. Macupa-
HO ce u3noAsbam cpegcmBama Ha 2oAremu-
me Ganku u Bbnpeku cbnpomubama Ha BHB
3HaYUMeAHo HapacmBa  peduHaHcupaHemo
3a b3Kb. Baaymnume oepaHuueHusi cmabam
owe no-gpacmuyHu, kamo npe3 1943 2 ce
cmuza go noaokeHue Baayma 3a nbmyBaHus
ga ce omnycka camo c paspeweHue Ha Mu-
Hucmbp-npegcegamens. Cbc cepusi 3akoHoBu
npomeHu 6 2oguHume Ha Bmopama cbemoB-
Ha BolHa, koeamo muHucmbp Ha ¢uHaHcume
e OuBwusm ynpaBumea Ha Gankama AobGpu
bokuaoB, Hezabucumocmma na BHB e nanba-
HO O2paHuyeHa.

solved by amending the Law to raise the cap
up to 140 per cent. The second problem was
that some of the bonds had “gold clauses.
In Kiril Gunev’s words, “once a gold clause
finds its way into a treaty, Bulgaria falls into
the position of a slave: the more she pays,
the more she owes, as the lev declines”*.
To minimise this risk, the BNB tenaciously
bought-up these bonds.

The Bank also lent to Ministries after
arming itself with an “indulgence” from the
Audit Office. After the Sofia bombings of 1944
government debt to the BNB was resched-
uled. Large banks’ assets were put to massive
use and despite BNB opposition, refinancing
for the BZKB increased apace. Exchange con-
trols became ever more draconian, reaching
the 1943 position in which the Prime Minister
had to grant leave for travel money to be
made available. A series of legislative changes
during the Second World War when former
Bank Governor Dobri Bozhilov was Minister
of Finance, scotched any remaining BNB in-
dependence.

Y 7

21 bbaeapcka Hapogha Gatika. Coopruk gokymenmu. Tom IV...,
c. 963.

30 bwreapcka HapogHa barka. Coopruk gokymenmu. Tom IV [The
Bulgarian National Bank: A Documentary Collection, Vol. 1V],
p. 963.
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C kpas Ha Bmopama cBemoBha Bou-
Ha 6 bbAcapus 3anouba nepuog Ha npexog
om kanumaausbm kbm couuaausbm. Bolnama
ocmaBs B HacregcmBo Bucoka uHdpaauus u
2onemu cmokoBu gepuuumu. NMogxogbm 3a
cnpaBsiHe ¢ me3u NpobAeMU € CXOgEH C U3NOA-
3Banus no mobBa Bpeme B noBeuemo cmpa-
Hu. MMbpBama cmbnka e emucus Ha Bbmpew-
HU ODAUZAUUOHHU 3aemu, UeAsiWwU usmeaasiHe
Ha yacm om HampynaHama AukBugHocm. Ho
mbl kamo npe3 1946-1947 o gbpkaBama
npogbikaBa ga nokpuBa OGiogkemHume cu
gepuuumu c npska emucus, 6aHkHomHomo
oOpaweHue noumu He peazupa Ha mesu 3ae-
mu. BbHwHO cmabuausupaHe Ha AeBa cbwo e
HeBbamoxkHo, mbl kamo BaaymHume pesepBu
ca kpatHo oepaHuueHu. CaegBawa cmbnka

As the War ended, Bulgaria began slip-
ping under Communist rule. The War left
a legacy of high inflation and large trade
deficits. Approaches to these problems were
similar to those applied elsewhere. The first
step was to issue domestic bonds to soak up
some accumulated liquidity. Yet, in 1946 and
1947 government continued covering budget
deficits by direct issuing, and banknote cir-
culation almost ignored the bonds. Any ex-
ternal stabilisation of the lev was also impos-
sible since foreign currency reserves were
extremely limited.

Cepagama Ha bHb,
10 cenmemBpu 1944 2

The BNB building,
10 September 1944

cmaba npobegeHama npes 1947 2. napuuHa
pedopma, kosmo ce usbbpwBa cBemkabuuHo
u npsko uzzemBa zoremume cnecmsiBarus. B
pesyamam napuuHusim obopom e cbkpamen

5 nbmu u ce usuucmBa om cmapume HOMU-
Haau GaHkHomu u om usnoasBaHume gomo-
2aba kamo pasmeHHo cpegcmBo emumupaxu
npe3 BotHama cbkpoBuwHu ueHHu kHuka. B
cmpaHama e BbBegeHa kynonHa cucmema,
upe3 kosmo cbwo, makap u npuHygumeaHo,
ce DanaHcupam mbpceHemMoO U npegaazaHe-
MO Ha HAaAUYHU napu.

B nepuoga 1947-1951 2 okoHuamen-
HO ce odopms cmpykmypama Ha naaHoBa-
ma ueHmpaAusupaHa ¢uHaHcoBa cucmema.
B BHb e npoBegena noaumuuecka uucmka,
kamo pvkoBogcmBomo Ha Gankama e cme-
HeHo, a OuBwama u ynpaba e usnpabena

The next move entailed conducting a
snap 1947 monetary reform which directly
sequestered large savings. The result was a
five-fold reduction in monetary circulation
and a purge of old banknotes and wartime
Treasury bonds used as money. A coupon
system also helped balance monetary supply
and demand.

A financial system based on central
planning took its ultimate shape between
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WNBan CmegparoB
Ivan Stefanov

MognucBare Ha bvacapo-
cvbemcko mbpeoBeko
cnopasymerue npes 1948 2
Signing of a Bulgarian-Soviet
trade agreement in 1948
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npe3 1945 2 npeg ,HapogHus cbg”. Abprkab-
Homo obBuHeHue ce cbcpegomouaba Bbpxy
Hsikoako ocHoBHU momenma — 066bp3BaHemo
¢ Tepmarus no Bpeme Ha BotiHama; Bucokus
¢dukmuBen kypc Ha mapkama; HamansiBare-
mo u okoHuameAaHomo npemaxBaHe npemus-
ma Ha ,3ramHume” Baaymu; npomeHume
B 3akona 3a Oankama, koumo nosboasbam
HeoepaHuueHo kpegumupare Ha npaBumenac-
mBomo; darwuduuupaHemo HaraHcume Ha
6aHkama, 3a ga ce cnasu Hopmama Ha 3nam-
HO nokpumue; cb3gaBaHemo Ha ycaoBusi 3a
HampynBaHe Ha 3HaUUMEAHO NOAOXKUMEAHO
carngo no kaupunea c Tepmanus. Ako npe-
HeOpeeHem ugeorozuveckama ouBemeHocm,
¢dakmonozuuHama cmpaHa Ha 06BuHeHuemo
npegcmaBs  gelicmBumeAaHume  npobaemu

1947 and 1951. The BNB became thoroughly
politicised and imbued with ideology. A politi-
cal purge took place in the Bank. Its manage-
ment changed, former executives being ar-
raigned before the People’s Court in 1945.
The major charges addressed involvement
with Germany, the artificially high lev/mark
rate, the reduction and ultimate removal of
the premium for “gold” currencies, the BNB
Law amendments which allowed government
bankrolling, the falsification of Bank balance
sheets to purport that gold cover was main-
tained, and the granting of conditions for Ger-
many’s significant positive clearing balance.
While ideologically motivated, the charges did
address the genuine ills of monetary policy
immediately before the War and during it.




Ha napuyHama noAumuka HenocpegcmBero
npegu u no Bpeme Ha BouHama.

B cbwomo Bpeme, ompuuaiku npo-
Beckganama gomozaBa noaumuka, HoBa-
ma Baacm cama s Bb3npousbekga, u mo
gocma no-mawabHo. Caeg 9.I1X.1944 2 u c
BAusanemo Ha bbacapus Bb6 Bolnama cpe-
wy lepmanus Gankama npegocmabsi Ha cb-
Bemckume BoenHu okynauuoHHu Baacmu
Henokpuma emucust 6 pasmep Ha gecemku
muauapgu Aebobe (MBan CmedanoB, ynpab-
ambaw,  23.XI1.1944-14.X1.1945,  ynpaBumen
14.X11.1945-31.111.1946).  AppkaBHume  pas-
Xogu U emucusima usAuzam om  koHMpoA.
He e no-pasauuHo noaokeHuemo c nokpu-
muemo — egHa om nbpBume (HenybAuky-
BaHu) mepku Ha omeuecmBerodppormobcko-
mo npabumeacmBo om kpasi Ha cenmemBpu
1944 2. e ,BpemeHHo” ga npeycmanobu Bnuc-
BaHemo B OanaHca Ha BHB Ha Hopmama Ha
nokpumue, kamo 3akoHbm e npomeHen egBa
npe3 1945 2, 3a ga paspewu CbC 3agHa gama
Ha BHBb ga omnycka aBancu Ha gbpkaBama
3a BogeHe Ha BolHama. B gonbAHeHue npe3
1945 2 u 1946 2 e pascpoyeH gbAZbM Ha
gbpkabama kem OGankama no gbpkaBHume
6oHoBe 3a gocmaBku (ynpaBumea Cmatuo
YonaakoB, 1.IV.1946-9.X.1946).

CbwebpemernHo 3a usbecmen nepuog
om Bpeme (ynpaBumena VBan CmedaroB)
BHB e uncmumyuusima, usnpawawa kpu-
MUYHU CUZHAAU NO OMHoweHue Ha npoBex-
gaHama ukoHomuuecka noaumuka. Makap u
nog noaumuuecku koHmpoa, ms sicHo npe-
gynpexkgaba 3a Bpegama om u3BbpwBaHume

Meanwhile, the new authorities con-
ducted policies identical to those they pro-
fessed to abhor, even on a larger scale. After
the September 9th, 1944 coup d’état and the
entry of Bulgaria into the war against Germa-
ny, the Bank advanced the Soviet occupying
authorities an uncovered issue to the extent
of tens billions of levs (Acting Governor Ivan
Stefanov, December 23rd, 1944 to November
14th, 1945, Governor December 14th, 1945
to March 31st, 1946). Government spending
and issuing went out of control. The posi-
tion with regard to cover was little different:
one of the first (unpromulgated) measures of
the Otechestven Front’ government in late
September 1944 “temporarily” discontinued
entering the cover ratio in the BNB balance
sheet, with the Law amended retrospectively
in 1945 to allow the BNB to lend to govern-
ment for the war effort. In addition, state sup-
ply bond debt to the Bank was rescheduled
in 1945 and 1946 (Governor Stancho Chola-
kov, April 1st, 1946 to October 9th, 1946).

31 OmeuecmBen ¢ponm — the Fatherland Front.

Cmaryo YorakoB
Stancho Cholakov

Cepagama Ha bHb 6 kpas
Ha 50-me eoguHu Ha XX 6.

The BNB building in the
late Fifties of the 20th
Century

61



Lonto LloHueB
Tsonyu Tsonchev

bya. , Pycku (ceea ,Llap
OcBobogumen*) npes 50-me
2oguHu Ha XX 6.

Rouski Boulevard in the Fifties
of the 20th Century
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no HapexkgaHe Ha npaBumeacmBomo npeku
naawaHus 3a CbiozHama konmpoana komucus.
Ynpabumeanusim cbbem Ha bBHB nepuoguuno
omnpabs meku ,nocaegHu” npegynpexkgeHus
338 MSXHOMO cnupaHe, HO He 2u cnupa. [lo
gpyeu noBogu H6ankama omkasBa ga paskpue
matHama Ha BaozoBeme, ga gabBa cBegenus
3a noaumuueckama npuHagaekHocm Ha cAy-
»kumeaume cu u ga npegocmabu cneuuaHu
,couuarHu” kpegumu 3a B3Kb. HacmosiBa
aBaHcume Ha gbprkaBama ga ce nokpusim 3a
cmemka Ha ,3aema Ha cBobogama’, HO 6 cb-
womo Bpeme GuBa npuHygena ga omnycka
kpegumu Ha mbpeoBuu U UHgycmpuaAuu, 3a
ga yyacmBam 6 Hezobama emucus.

C npobegeHama npe3 1947 2 Hauu-
oHaAuzauust  (ynpabumea LloHio  LloHueB,
10.X.1946-12.VII1.1949) dpakmuuecku 3aBbpuw-

All the same, for a certain period (Gov-
ernor Ivan Stefanov) the BNB emitted critical
signals as regards economic policy. Despite
being under political control, the Bank sent
unambiguous messages about the harm done
by the cabinet’s direct payments to the Al-
lied Control Commission. The BNB Governing
Council periodically issued timorous (yet “ul-
timate”) counsel that this practice must stop.
Using various pretexts, the BNB refused to lift
banking secrecy, to reveal its officers’ politi-
cal affiliations, or to advance “social” loans
to the BZKB. It insisted on cover for govern-
ment advances through the Freedom Loan,
yet found itself forced to lend to merchants
and industrialists to enable them to subscribe
to that Loan.

The 1947

nationalisation (Governor




Ba npouecbm Ha ogbpxkabBsbare Ha Oanko-
Bama cucmema npu 3anasbaHe Ha mpaguuu-
oHHume 3a bbacapusi koonepamuBru 6aHku,
3anovHaA npe3 1944 2, Ho ©Oe3 pagukasHa
npomsiHa Ha BaaymHusi peckum. B pasnaawga-
Husma npogbakaBa ga npeodbaagaba kaupuH-
ebm (go kpasi Ha 40-me 2oguHu B goaapu),
a cmpoz koHmpoa Bbpxy BaaymHama mbp-
20bua e Bnbegen owe npes 1931 2 [AabBhu
npomeHu 6 napuuHama cucmema ca HoBume
¢yrkuuu Ha ueHmpaanama OGanka 6 ycno-
Busma Ha HanbAHO ogbprkaBena ukonomuka.
Te ca ycmanoBenu c lMocmanobaeHuemo 3a
npeycmpoticmBomo Ha 6ankoBama cucmema
om 1951 2, ¢ koemo ce cb3gaBa knaacuuec-
ka egHocmenenHa baHkoBa cucmema, 8 kos-
mo bHb usnbAHsBa poasma Ha eguHcmBeHa
6anka — m.Hap. moHobarka, 8 kosimo ce cbe-
pegomouabam kakmo emucuonHu, maka u
kpegumnu ¢ynkuuu. Taka H6ankama nog pb-
koBogcmBomo Ha npegcegamenasi cu AmaHac
Meukapo8 (13.VII.1949-19.111.1955) yuacmBa
akmuBHo B npoueca Ha ycmanoBsiBaHe Ha
couuaAusma.

Ta BbBexkga Bceobw, koHmpoa Bbpxy
naamexkHusi obopom u 3anouBa ga cbcma-
Bs u usnbAnsiBa kpegumHu u kacoBu naa-
HoBe. OkoHuameaHo ce odopmsi naamexkHa
cucmema c gBa kpbea — HaauueH u OesHa-
AudeH, koumo ca HanbAHO U30AUpAHU €eguH
om gpyz OcHoBHama 3agaya Ha BHE 6b6
Bpbska ¢ naawaHusma e ga 2u cbege go mu-
Humym, kamo noebAHe kacume Ha ocmaHaAu-
me Oanku u obxBaHe Bcuuku BbamoxkHocmu
3a pasnaawaHus B HaauuHocm. 3akpumu ca

Tsonyu Tsonchev, October 10th, 1946 to Au-
gust 12th, 1949) marked the apogee of a
lengthy process (since 1944) of nationalising
banking while retaining Bulgaria’s traditional
cooperative banks. Nationalisation did not
change the foreign exchange regime radically.
Clearing continued to govern settlements (in
dollars until the late Forties), while strict ex-
change controls dated as far back as 1931.
The main changes to the monetary
system entailed new central bank functions
amid a completely government-run economy.
They were set out in the 1951 Instruction
on Banking System Reorganisation which cre-
ated a classical single-tier banking system in
which the BNB played the role of the sole, or
“monobank,” concentrating within itself both
issuing and credit. The Bank (Chair Atanas
Mechkarov, August 13th, 1949 to March 19th,

Amarac Meukapob
Atanas Mechkarov

bbreapckama unBecmuyuorHa
barka, 60-me zoguHu Ha XX 6.
Balgarska Investitsionna Banka
(the Bulgarian Investment
Bank) in the Sixties of

the 20th Century
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nonyaspHume 6anku u  kpegumnume koo-
nepauuu, a [Mowenckama cnecmoBHa kaca
e peopeaHusupaHa B AppkabHa cnecmoBHa
kaca (ACK). Bcuuku mesu npomeHu ca no
cbBemcku obpaseu, u ueasm ycmaroBsBaHe
Ha nbAeH gbpkabeH moHonoa Bbpxy Oanko-
Bama geliHocm (mekgydupmenusm kpegum
e 3abpareH), a BHBb npugobuBa 3aBbpwe-
Hus Bug Ha ueHmpaaHa 6anka Ha naaHoBama
ukonomuka, 8 yuumo ¢yrkuuu Bausam pas-
yembm (nAaHbmM) u ,koHmpoabm upes aeBa“
Bbpxy pabomHama 3anaama u He3HaAuuHume
naawaHusi, kakmo u ,aBmomamuuyHomo kpe-
gumupaxe” 8 3aBucumocm om ueaume Ha
nAaHa.

Owge npes 50-me 2oguHu cmabam gcHu
ompacaume, 6 koumo napuunusm obopom
we Obge Hal-mpygHo koHmpoaupyem u no-
pagu moBa me ce ouepmaBam kamo none
Ha ,cuBama” ukonHomuka — ceackomo cmo-
naHcmBo, cmpoumeacmBomo u ycayeume.
CbwecmBeHo ce npomeHsi u GaraHCbM Ha
BHB. B Hes nocmbnBam cBobogHume napu
Ha usinama ukonomuka u Ha gbpkaBHus Oio-
gkem, koemo u nosBoasBa ga omnycka oe-
pomHu kpamkocpounu kpegumu. Ao Haua-
AOMo Ha 60-me 20quHu duHaHCUpPaHEMO Ha
uHBecmuuuume ce usbbpwBa om gbpkab-
Hus Ologkem u om cneuuaaHo cb3gageHama
3a ueama bbaeapcka uHBecmuuuonHa Oarka
(bINB), Ha kosimo e Bb3rodkeHo gbreocpouHO-
mo kpegumupaHe Ha gbpkaBHume npegnpu-
smusi. Cmamymbm Ha ueHmpaaHama Oarka
6 pamkume Ha gbpkaBromo ycmpolcmBo
CbWO Ce NPOMEHS — Msl € U3USIAO NOgUUHeHa

1955) was now drafted into socialist construc-
tion. It introduced blanket payments control
and commenced working to credit and cash
plans. The period saw the entrenchment of
a dual-circuit payments system, with entirely
distinct “cash” and “non-cash” circuits. A ma-
jor BNB task was to cut payments to a mini-
mum and absorb remaining banks. Popular
banks and credit cooperatives closed and the
Poshtenska Spestovna Kasa was reorganised
as the Darzhavna Spestovna Kasa* (the DSK).
All this followed the Soviet model and es-
tablished complete government monopoly in
banking (intercorporate credit was banned),
while the BNB acquired the completed shape
of a planned economy central bank, whose
functions included plan-centred accounting
and “lev-based controls” of remuneration and
non-cash payments, as well as “automatic
credit” to plan needs.

The sectors whose cashflows were to
be least controllable and which - because
of this — were destined to form “shadow
economy,” became clear as early as the Fif-
ties: farming, construction, and services. The
BNB balance sheet changed substantially. The
Bank became the repository of free cash from
the entire economy and the state budget, al-
lowing it to extend massive short-term loans.
By the early Sixties, investment financing was
provided by the budget and by the Balgarska
Investitsionna Banka® (the BIB): a specially
established bank providing long-term credit
to government enterprises. The Bank’s status
also changed under the complete suzerainty

32 AbpkaBra cnecmoBHa kaca — the State Savings Bank.

33 bwrcapcka unBecmuyuonHa banka — the Bulgarian Investment
Bank.



Ha MuHucmepcmBomo Ha ¢uHaHcume u Ha
npaBumeacmBomo. Bbnpeku mHozokpamHu-
me peopzaHuzauuu npes paszaexkgaHusi nepu-
og bHB Hukoza He gelicmBa camocmosimena-
HO, a Bcuuku Bb3r0Bu Bbnpocu ce pewabam
om noaumuyeckama Baacm, yuumo ykazaHus
ms usnbAHsiBa. [pes 20guHUMe Ha couuaAus-
ma Oankama pabomu camo no npaBuaama
Ha cBost ycmaB, kamo 3akon 3a BHBb maka u
He e npuem. YcmaBbm npembpnsBa Hskoako
pegakuuu, npu koumo BHB ce paserekga
kamo ueHmbp my 3a kpamkocpouro, my 3a
kpamko- u gbacocpouno kpegumupaHe u e
,OpeaH 3a npoBexkgaHe noaumukama Ha BKIT”
u Ha gbpkaBama B cpepama Ha kpegumu-
paHemo. Bbnpeku pasHooOpasHume ¢opmy-
AupoBku HeusmeHHa ocmaBa sabucumocmma
Ha BbHB om usnbAHumeanama Baacm - 6
Hauaromo 6 Auuemo Ha MuHucmepcmBomo
Ha ¢uHaHcume, a om 1956 2. — Ha MuHuc-
mepckusi cbbem. [Mo-kbcHo Gankama npugo-
buBa paHe Ha komumem, a npegcegamensm
u (npu maHgama Ha Beceaun HukudopoB)
e uAeH Ha npabumeacmbBomo. [lpu mesu
onumu 3a npomsiHa ce HabAlogaBa usbecmer
cmpemeXk kbm uszBoioBare Ha uacmuuHa ca-
mocmosimeaHocm. EgBa kem kpas Ha pesku-
ma obaue 3anouBam gelicmBumeaHo ga ce
obcwkgam npomeHu, uusimo ¢opmyaupaHa
ueA e npebpbwaremo Ha bHB 6 nbAHOUEHEH
€MUCUOHEH uHcmumym u ¢opmupaHemo Ha
gbycmeneHnna OankoBa cucmema.

BHB yuyacmBa kakmo B8 npoueca Ha
cbcmabsHemo Ha gbpkaBHusi naan, maka u
npu HezoBomo usnbAHeHue. Ha npakmuka

of the Ministry of Finance and the cabinet;
despite numerous reorganisations in these
years, the BNB never acted independently,
instead fulfilling instructions by the authori-
ties which settled all key matters. Moreover,
the Bank lost its identity to such an extent
during the communist period that it did not
even have its own legislative Law, making do
instead with its Articles of Association. These
saw several amendments which alternatively
saw the Bank as a centre for short-term or
short and long-term credit and as “an instru-
ment for implementing BKP** policy” and of
national credit policy. Despite the variety of
definitions, the BNB’s dependence on govern-
ment remained immutable: at first in the face
of the Ministry of Finance and, from 1956,
of the Council of Ministers. Later, the Bank
was made into a Committee whose President
(solely under the term of Veselin Nikiforov)

34 bKIM — the Bulgarian Communist Party.

50-me 2oguHu — npasHyBare

Ha ,nbpBusi mponelibyc Ha bas-
karnume"  (BcvwHocm nbpbama
mpoAelibycHa AuHuS e nycHama
8 Hauaromo Ha 40-me 20quHu)

The Fifties: celebrating “the
first Balkan trolley bus” (the
first trolley bus line in Sofia
was practically launched in
the beginning of the 1940s)
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Cepagume Ha bHb u Ha Ljenm-
parHusi komumem Ha brreapckama
komyrucmuvecka napmusi

The BNB and the Central

Committee of the Bulgarian
Communist Party buildings
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cbbmecmHo ¢ gbpkaBHusi opzaH no naaHu-
paHe u ¢ MuHucmepcmBomo Ha ¢uHaHcu-
me Gankama getdcmBa kamo naaHoBo peey-
Aupaw, opzaH. Ts paspabomBa cBou naaHoBe
u GanaHcu?? u ce npousHacs no naaHoBeme
u bBaraHcume, cbcmaBsiHu om MuHucmepc-
mBa u BegomcmBa, kakmo u no cBogHus
¢dunaHcoB naaH, gbpkabBrus Oogkem, Ba-
AYMHUS NAaH, nAaHa 3a BHoca u u3HOCa,
naaHoBus naamexken GaraHc, naaHa 3a kanu-
maaHume Baoxkenust u gaba ouerka no npo-
ekmonaaHoBeme Ha omgeAHu npegnpusimusi
u obeguHeHus.

Mpu useomBsiHemo U uU3NbAHEHUEMO
Ha me3u naaHobe BHB usnoasBa cneuuduu-
Hus 3a Hes kBasu ,6aHkoBo-kpegumen” umc-

P
£

22 Kpegumen naaH, kacoB naam, GanaHC Ha napuuHume
NpuXogu u pasxogu.

was a cabinet member. Some hankering after
partial independence was detectable amid the
fluidity of these moves. It was only towards
the regime’s end, however, that genuine de-
bate began on change with the elaborated
aim of making the BNB a proper issuing insti-
tution within a two-tier banking system.

The BNB participated both in the pro-
cess of formulating State Plans and in their
implementation. In practice, the Bank acted
as a Plan regulator alongside the state plan-
ning authorities and the Ministry of Finance.
It drew up its own plans and balances (a
lending plan, a cash plan, a balance of cash
proceeds and spending), opined on plans and
balances by Ministries, on the overall finance




mpymeHmapuym, Ho Ha npakmuka geticmBa
kamo gbpkabeH opeaH, a He kamo peaanHa
6ankoBa uHcmumyuusi. Bbnpeku mHoz006poi-
Hume ,pedopmu” Ha m.Hap. ukoHomuuecku
mexaHusbM npu geticmBawama cmonaHcka
cucmema moBa e HeBb3moxkHo. [lasapHume
CUZHAAU U UMNYACU He Hamupam uspas 6 ue-
Hume, koemo osnauaba, ye mobBa BcbwHoCcm
He ca ueHu, a naaHoBo-pasuemHu nokasa-
meau. Auxbume, koumo BHB wnauucasiba no
BrozoBe, genosumu u kpegumu, ce onpe-
geAasm agmuHucmpamuBHo no mapuda, ym-
Bbpkgabana om Munucmepckusi cbbem.

Apyea cbwecmBerna ocobeHocm  Ha
UEHMPAAHOMO NAaHupaHe ca Huckume amop-
Mu3auUOHHU HOpMU Ha gbpkaBHume npegn-
pusmusi (Hanpumep npe3 1987 2 8 Bbacapus
cpegHama Hopma Ha amopmusauusi 6 ma-
mepuarHomo npousBogcmBo e 7.8%, m.e.
cpegHusim cpok Ha Bb3cmanoBsbare Ha npo-
usBogcmBerume mowHocmu e 12.8 20guHu
cpewy 6.1 20guHu npe3 1986 2 6 [lepma-
Hus), ¢ koemo uskycmBeHo ce ¢dopmupam
goNbAHUMEAHU U3MmOouHUUU Ha Otogkemtu
pasxogu, mbl kamo mes3u amopmu3sauuoH-
HU HOpMu He no3Boasbam npomuuaHemo Ha
HopmareH uukba Ha Bb3npousBogcmBo Ha
ocHoBHume cpegcmba.

Moggbpkam ce  ¢ukcuparu  cpab-
HumeAHo Hucku ueHu Ha m.Hap. muaoBu
npogykmu?, koemo uskycmBero HamansBa
pasxogume Ha cBbp3aHume NO MEeXHOAOUY-
Hama Bepuza npousbogcmBa, npukpuBatku
pearHomo cbCmosiHue Ha Hucka peHmabua-
HOCmM Ha npegnpusimusima u cbk3gaBadku

23 EHepeusima, memaAume, npexkgume, ueayrozama, omauB-
kume u m.H.

plan, the state budget, the foreign currency
plan, the import and export plan, the balance
of payments plan and capital investment plan,
and assessed draft plans by individual enter-
prises and holding enterprises.

In drafting and implementing plans, the
BNB applied specific quasi-tools on “banking
and lending,” yet in practice it acted as a gov-
ernment body, rather than a genuine bank-
ing institution. Despite numerous “reforms” of
“the economic mechanism,” genuine reform
was impossible under the system in place.
Market signals were not expressed in pricing:
prices were rather planning and accounting
indicators. Interest levied by the BNB on de-
posits and loans was set administratively in a
tariff approved by the Council of Ministers.

A significant peculiarity of central plan-

lapuyruam caroH Ha bHb
npes 60-me zoquHu Ha XX 6.

The BNB main hall in the
Sixties of the 20th Century
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Bena AykarioBa
Vela Lukanova
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npegnocmaBku 3a HaAuduemo Ha XpOHUYEH
gedpuuum.

CneuuduyeH MomeHmM ca pezaameHmu-
paHume yBeAuueHust Ha ueHume, npu koumo
nockenBam He camo HoBonpousBexkgaHume
npogykmu, Ho u 3aBapeHume 3anacu. Bmec-
mo B makuBa cayyau cbc cbomBemuama
cyma ga ce yBeauuam cpegcmbBama Ha npeg-
npusimuemo, Giogkembm ussemBa u no-kbc-
HO pasxogBa u mosu pecypc.

Hapeg ¢ nbpBama OGankoBa pedopma
om 1951 2 ce u3bbpwba u pascpoubane Ha
gbreoBe, koemo ce usnoasBa kamo npumam-
ka 3a ,gobpoBoaHo BcmbnBaHe” 6 mpygo-
BokoonepamuBrHume 3emegeacku cmonancm-
Ba. Ha caegBawama 2oguHa 6 cmpaHama e
npoBegeHa Bmopa napuuHa pedopma, npu
kosmo ce u3BbpwBa dakmuuecka ekcnpon-
puauusi Ha 2onemume Baoz0Be, kypcbm Ha
AreBa e 00BbpzaH kem cbBemckama pyOaa,
usmaackaaa HanbAHO goaapa om kaupunzoBu-
me onepauuu, u ¢popmasrHo kem 3rnamomo, a
3namHomo cbgbpkaHue Ha AeBa e npuBege-
Ho B cbomBemcmBue ¢ moBa Ha pybaama.
Tosu ¢dopmareH ,3nameH cmaHgapm® obaue
Hama omuowenue kbm konBepmupyemocm-
ma Ha gbeme Baaymu. B cucmemama He cb-
wecmByBa eguH kypc, a paskaoHena mpexka
om kypcoBe, uzbupameaHo npucnocobsibawu
BbHwHUMe ycrobust kbm  usuckBanusima Ha
omgeAHU ompacau, npegnpusmusi u Bugobe
nAQWaHus.

B kpas Ha 50-me 2oguHu BHB naaxo
npegaaza npepaszrexkgaHe Ha geticmBawu-
me 6 CbBema 3a ukonomuuecka B3aumono-

ning was low amortisation rates: the aver-
age 1987 Bulgarian manufacturing deprecia-
tion rate was 7.8 per cent, giving an average
replacement term of 12.8 years versus 6.1
years in West Germany in 1986. This formed
an artificial budget spending source, though
hampering the normal physical depreciation
of fixed capital.

The relatively low fixed prices of what
was termed “rear-guard commodities” (power,
metals, yarns, cellulose, foundry castings, and
the like) artificially cut manufacturing costs,
concealing the extent of low profitability, and
creating chronic deficits.

Regulated price rises which affected not
only new deliveries but also stocks were a
peculiar feature of economic life. Instead of
enterprise revenues growing after such rises,
the state budget seized and spent this extra
resource for its own needs.

The first banking reform of 1951 was
accompanied by a debt rescheduling calcu-
lated as bait to attract “volunteers” into the
new cooperative farms. The following year
saw a second monetary reform, entailing the
de facto expropriation of large deposits, peg-
ging the lev to the rouble (which had sup-
planted the dollar entirely from clearing), and
formally pegging the lev to gold at the cover
ratio of the rouble. This formal “gold stan-
dard” had no bearing on the two currencies’
convertibility. The system did not have one
set rate, but rather a complex set of diverse
rates expressing preferences for various sec-
tors, enterprises, or payment types.



mow, (CVB) mexkgyHapogHu ueHu u kypco-
Be — npobaem, kolimo BnocregcmBue cmaBa
ocHoBeH npu obcbkgaHusima B pamkume Ha
obwHocmma. TozaBa, a u no-kbcHo Ganka-
ma BcbwHocm npusoBaba 3a geBaBauusi Ha
AeBa. TMrawaHusima mexkgy couuaaucmuuvec-
kume cmpaHu ce uzBbpwbam nocpegcmbBom
3akpuma cucmema 3a MHO20CMPAHHU pasn-
AawaHus 6 npeBogHu pydau, kamo ckatoue-
Hama npe3 1953 2. cnozogba (npegcegamen
Beaa AykanoBa, 5.XI1.1955-5.XI1.1959) Bausa
B cuna egBa cbc cb3gaBaHemo Ha MexkgyHa-
pogHama 0Oanka 3a ukoHomuuecko cbmpyg-
HuyecmbBo (MBVC) npe3 1963 2 — 2oguHama
caeg npoBekgaHemo Ha mpemama napuu-
Ha pedopma, ¢ kosmo kypcbm Ha aeBa kbm
pybaama ce npomensi, kamo ce yBeauuaBa
3:amHomo My cbgbprkaHue. Ho npeBogHama
pybaa maka u He ycnsiBa ga ce npeBbpHe om
pasuemHa eguHuua 6 geticmBumeAHa MHO-
2ocmpaHHa Baayma.

BbamorkHocmume Ha couuaaucmuuec-
kama napuuHa cucmema Obp3o ce usuepn-
Bam u 6 kpasi Ha 50-me 2oguHu cmaBa siBHa
AUNCAaMa Ha nNoOmMeHuuaA 3a pacmexX npu
mosu ukoHomuuecku mogea. BbsHuknarume
3ampygHeHusi no naame)kHusi GaAaHC U vac-
muuyHume onumu 3a npomeHu B gpyeume
gbpkabu om couuaaucmuueckust 6a0k go-
Beckgam 6 cpegama Ha 60-me 20guHuU gO
nbpBama BbaHa om pedopmu  (npegcega-
meA Kupua HecmopoB, 7.XI11.1959-4.1.1969).
O06sBeHa msixHa ueA e ozpaHuuabBaHemo Ha
npsikomo biogkemHo kpegumupare Ha cmo-
nanckume npegnpusimusi, Ho Bbnpeku moBa

In the late Fifties, the BNB made timid
attempts to instigate a review of the world
prices and rates of exchange set by the Coun-
cil for Mutual Economic Assistance®, raising
an issue which was to become basic in future
CMEA discourse. Then, and later, the Bank was
in fact calling for lev devaluation. Payments
between communist countries were effected
via a closed system of multilateral payments
in transferable roubles to a 1953 agreement
(Chair Vela Lukanova, December 5th, 1955 to
December 5th, 1959) which came into force
only after the establishment of the Interna-
tional Bank for Economic Cooperation®® (the
MBIS) in 1963, the year after the third mon-
etary reform which saw a change of the lev/
rouble rate and an increase in gold cover. Ul-
timately, the transferable rouble failed to rise

35 CMEA, SIV (Bulg) — popularly the “Comecon’”.
36 Mekgyrapogheiti bark skoHomuueckozo compygHuyecmBa.

Kupua Hecmopo8
Kiril Nestorov

[Mapuurama obmsrHa om 1962
The change of currency, 1962
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Cepagama Ha bwrzapckama
BbHwHombpzoBeka barka

The Balgarska Vanshnoturgovska
Banka (the Bulgarian Foreign
Trade Bank) building
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HeozpaHuYeHomo ¢uHaHcupaHe npogbakaba.
Camama cmpykmypa Ha cpegcmBama Ha
BHB nokasba, ue ocHoBHume usmouHuuu 3a
HabupaHemo Ha kpegumeHn pecypc ca ACK
(m.e. cnecmsBaHusima Ha gomakuHcmBama),
AppkaBHusim 3acmpaxoBamerer uHcmumym
(A3W) u bBbaeapckama BbHwHOmMBbp2oBcka
6anka (bBTE, BnocaegcmBue BBB), cbagageHa
npe3 1964 2. kamo akuuoHepro gpyxkecmBo c
makopumapro yuyacmue Ha bHbB 3a ocbwiec-
mBsBaHe Ha pasnaawaHusma ¢ yykOuHa u 3a
¢duHaHcupare Ha BbHwWHOMBp2oBckume opea-
Huzauuu. B poasma cu Ha kpegumop BHB
He e u mbpeobcka Hanka, mbli kamo Habupa
kpegumHusi cu pecypc He Ha mbpeoBcka, a
Ha MOHONOAHA ocHoBa — nopagu ocobeHus

above the status of an accounting unit and
become a genuine international currency.
The possibilities of the communist mon-
etary system depleted rapidly and by the late
Fifties, the lack of potential for growth under
this economic model became clear. Balance
of payments difficulties and piecemeal change
attempts in other Communist Bloc countries
led, in the mid-Sixties, to the first wave of
reform (Chair Kiril Nestorov, December 7th,
1959 to January 4th, 1969). The declared aim
was to cap direct budget lending to enterpris-
es, yet it continued apace. The very structure
of the BNB shows that the major sources of
credit resource were the DSK (i. e., house-
hold savings), the Darzhaven Zastrahovatelen




cu cmamym. B cbwomo Bpeme unBecmuuu-
oHHume U ¢yHkuuu s npeBpbwam 6 uHcmu-
myuusi, nogobHa Ha mexHuko-ukoHomuuecku
Hagsop. Auncama Ha mbpezoBcka ocHoBa npu
kpegumupaHemo Bogu go MawabHO nuAe-
€He Ha napuyeH pecypc, uspassgbawo ce 6
XPOHUYHO HapacmBaHe Ha HesabbpweHomo
cmpoumeAacmBo u  gpyau nposiBAeHust  Ha
HENPeogoAUMU NapuyHuU gucnponopuuu. B
CAyYau Ha HeusnbAHEHUe Ha ,Aumumume 3a
kanumaanu Baokenus” ce yBeauuabam ,us-
BbHAUMUMHUME cpegcmBa“, HabaogaBa ce
HeusmeHHO kpegumupaHe Ha Hegocmuza Ha
¢oHg ,PabomHa 3anaama’, BbBexkgam ce qu-
deperuupanu AuxBu, ¢ koumo OGankama ce
cmpemu ga Heympaausupa cbuwecmByBawu-
me HepaBrobecus.

3a kpamko 8 kpas Ha 60-me zoguHu
e HanpabeH onum 3a cb3gaBaHe Ha nogobue
Ha gBycmenenna ©OankoBa cucmema (npeg-
cegamen Kupua 3apeb, 5.1.1969-7.VII.1974),
kosimo ce okasBa HexkusHecnocobHa. ToBa
cmaba ouebugHo B cpegama Ha 70-me 20qu-
HU, kozamo aAaBuHoobpasHo ce yBeauuaBam
NpocpoyYeHUmMe 3aeMu Ha npegnpusimusima, a
HapacmBanemo Ha kpegumume um e MHO20
no-6bp30 om moBa Ha mexHume OcHOBHU
¢doHgobe.

Mpes 1980 2 ce npabu HOB onum 3a
HanunBaHe Ha nbms kbm cb3gabanemo Ha
gbycmenenna 6ankoBa cucmema, kamo nbp-
BoHauanHO € ueA uHBecmuuuoHHO, a Bnoc-
AegcmBue 3a uzBbHnAaHOBo kpegumupane Ha
cpegHume u markume gbpxkabHu npomuwie-
HU npegnpusimusi e cb3gageHa MuHepanbark

Institut’” (the DZI) and the Balgarska Vansh-
noturgovska Banka®® (the BVTB, also known
as the BVB), created in 1964 as a public eqg-
uity company with a BNB majority holding to
service foreign payments and finance foreign
trade organisations. In its role as creditor the
BNB was not even a commercial bank, its pe-
culiar status letting it obtain credit resource on
a monopoly basis, rather than commercially. At
the same time, its investment functions turned
it into a more-or-less technical supervision of-
fice. The lack of commercial credit criteria led
to the wholesale scattering of money, appar-
ent through chronic unfinished construction
projects and other manifestations of enigmatic
monetary disproportions. “Capital investment
limits” underspends boosted “excess funds”;
payroll funds (which suffered constant deficits)
were persistently in debt. Differential interest
rates helped the Bank neutralise imbalances.

A short-lived attempt to mimic a two-
tier banking system was made in the late
Sixties (Chair Kiril Zarev, January 5th, 1969 to
July 7th, 1974), but it was unviable. The ex-
periment saw runaway rises in enterprise de-
faults by the mid-Seventies, lending to them
growing much faster than their fixed capital.

A new attempt to divine a road to two-
tier banking was made in 1980 with the estab-
lishment of Mineralbank, initially as an invest-
ment tool and subsequently a tool to bypass
Plan limits for small and medium enterpris-
es (from 1982 the new bank was styled the
Banka za Stopanski Initsiativi Mineralbank®).

The economic environment — mostly the

37 AbpskaBer sacmpaxoBamener uncmumym — the State Insurance
Institution.

38 bwrcapcka BvHwHombpeoBcka barka — the Bulgarian Foreign
Trade Bank.

39 banka 3a cmonarcku uruyuamuBu ,Murepanbark” — the Mine-
ralbank Economic Initiatives Bank.

Kupun 3ape8
Kiril Zarev
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Becerun HukugopoB
Veselin Nikiforov

YhpaBumensm Ha yeHmpanxama
barka Ha Vimanus Kapro Yamnu Ha
cpewa ¢ npegcegamens Ha bHb
Beceaur HukugpopoB, 1981 e

The President of Banca d'ltalia Carlo
Ciampi at a meeting with the BNB
Chair Veselin Nikiforov, 1981
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(om 1982 2 banka 3a cmonancku uHuuuamu-
Bu ,Munepanbank”).

B Hauaromo Ha gecemuaemuemo cmo-
naHckama cumyauust u Hai-8eue norokumea-
HOMO cango no naamexkHusi GaraHc Bcaeg-
cmBue peekcnopma Ha cbBemcku Hedpm
no3BoasiBam HacouBaHe Ha kpegumnama ek-
cnaHsust kbm HaceaeHuemo ¢ uea cmekuabane
Ha couuarHomo HanpexkeHue (npegcegamen
Becenun HukudopoB, 8.VII.1974-2.1.1984).
Caeg 1985 2 3anouBam ga ce nposibsBam
geduuumu no naamexkHusi GanaHc, koumo,
cbnpoBogeHu ¢ HoBo npeepsiBare Ha uko-
Homukama, nopakgam ozpomHO no mawab
aBmomamuuHo kpegumupaHe Ha cmonaHc-
kume npegnpusimus.

Mpe3s 1987 2 ce npobekga mawab-

positive balance of payments accrued from
re-exports of Soviet oil — permitted a consum-
er credit expansion in the early Eighties as a
means of reducing social tension (Chair Vese-
lin Nikiforov, July 8th, 1974 to January 2nd,
1984). Balance of payments deficits began
after 1985, accompanied by new economic
overheating and engendering a new and un-
precedented automatic lending to industry.
The large-scale reorganisation of bank-
ing in 1987 (Chair Vasil Kolarov, January 3rd,
1984 to December 20th, 1989) marked a suc-
cessive attempt to arrive at two-tier banking
and inject competition into the model. The
BNB was stated to be the central bank, while
seven specialist sectoral banks were to con-
duct investment lending: the Banka Elektroni-



Ha peopeaHusauus Ha OankoBama cucmema
(npegcegamen  Bacua  KoaapoB, 3.1.1984-
20.X11.1989) — caegBaw, onum 3a npeBpbwa-
Hemo u 6 gBycmenenHna u 3a BkaiouBane
Ha konkyperuusima 6 3agageHusi obwecmBeH
mogeA. Ha BHB ce npunucBam ¢yrkuuu Ha
ueHmpaaHa Oarka, a Ha ompacaoB npuHuun
ca yupegeHu cegem gbpkaBHu cneuuaAusu-
paHu ,mbpzoBcku” Ganku 3a kpegumupate
Ha uHBecmuuuume (,Eanekmponuka“, ,Buo-
xum, ,TpaHcnopmHa mexHuka“, npeumeHnyBa-
Ha no-kbcHo Ha bankanbark, 3emegencka u
koonepamuBra OGarka — TMroBguB, Cmpou-
meaHa Oanka, TpaHcnopmhua Ganka — BapHa,
u Cmonancka 6Garka), koumo 8 cpegama Ha
1989 2 ca mpaHcdpopmupaHu 6 yHuBepcan-
Hu. TexHu akuuoHepu ca BHB u ocHoBHume
npegnpusimusi om cbomBemHusi OmMPacbA,
koumo cbwume mesu Ganku obcaykBam. B
kpas Ha 1989 2 om 114-me kaona Ha BHB
ca cv3gageHu 60 gpyeu akuuonepHu ©Oanku
u ce nogeomBsi cbsgaBanemo Ha bbacapcka
noweHcka Ganka. B peguua Hacoku masu
peopezaHusauusi e npegBapumeaHo obpeue-
Ha Ha Heycnex — HaAuue ca cCbwecmBeHu
¢duHaHcoBu gucnponopuuu, HegopazBumocm
Ha kaoHoBama mpexka, HegocmambuHa uuc-
neHocm u kBaaudukauusi Ha kagpume. Duk-
cupaHume ueHu u uskycmBernume Baaymwu
kypcoBe ce 3anasBam, kakmo u Auncama Ha
mexkgybarnkoB u BaaymeH nasap, a cbwo u
gbpkabrama cobcmBernocm. Taka Gankume
ce npebpbwam 6 usmounuk Ha macupaHo
BbmpewHo kpegumupaHe u 2eHepamop Ha
obgewu Aowu kpegumu, a BHB ocmaBa

ka, the Banka Biohim, the Banka Transportna
Tehnika (later Balkanbank), the Zemedelska i
Kooperativna Banka of Plovdiv, the Stroitelna
Banka, the Transportna Banka of Varna, and
the Stopanska Banka®. In mid-1989 they de-
coupled from their sectors, becoming univer-
sal. The BNB and major companies from the
specialist sectors served by these banks held
equity in them. In late 1989 the 114 branches
of the BNB became 60 more public equity
banks and preparations began to launch the
Balgarska Poshtenska Banka*'. In many ways
this reorganisation was doomed to failure:
there were substantial financial disproportions,
the branch network was underdeveloped, and
personnel was insufficient and poorly trained.
Fixed prices and artificial exchange rates were
retained, as were the lack of interbank and
foreign currency markets, while the state re-
mained the sole proprietor. This turned the
banks into sources of gross internal lending
and into generators of future bad debt, while
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40 banka ,Enekmponuka” et seq. — resp. the Electronics Bank,
the Biochemistry Bank, the Transportation Technology Bank,
the Agricultural and Cooperative Bank, the Construction Bank,
the Economic Bank.

41 bwreapcka nowericka barka — the Bulgarian Post Bank.

Bacun KonapoB
Vasil Kolarov

B. ,,Omeyecmbet ¢ppoHm*
om 27 HoemBpu 1989 2

The Otechestven Front

(the Fatherland Front) daily
newspaper of 27 November
1989: “Perestroika is working”
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Llenmpaitqama cepaga Ha BbHWHO-
maspzoBckomo npegnpusmue

, Kopekom" 6 Cogus

The head office of Korekom state
enterprise in Sofia — a chain

of hard-currency stores
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HanbAHO 3aBucuma om npabumeacmBomo.
T.Hap. ,meku GiogkemHu oepaHuueHus’, m.e.
aBmomamuuHusim kpegum, npegcmabasiBaw,
copueBuHama Ha cauBaHemo Ha emucuoH-
Hama u kpegumHama ¢yrkuus Ha uenm-
parHama 6anka npu naanoBama ukornomuka,
Heu30e)kHO U nocmeneHHO eposupam  cuc-
memama, nopaxkgatku BbHwHoukoHoMuuec-
ku HepaBHoBecusi Bb8 Bce noBeuemo go-
nupHu mouku Ha HauuoHaaHama ukonomuka
cbe cBemoBHama. 3a pasauka om nasapHomo
cmonaHcmBo obave npu couuaausma mesu
HepaBHoBecusi ce HampynBam MHoO20 Obp30,
mbi kamo He cbwecmByBam peaaHu napuu-
HU cuzHaau. Taka BbHwHoukoHomuueckusim
cekmop nocmenenHo ce npeBpbwa 6 mexa-
HU3bM Ha kpaxa Ha couuausma.

Bbnpeku no npuHuun npuHuseHama
poAst Ha napume u kpeguma npu ueHmpas-
HonAaHoBama ukoHomuka ycuausima va BHB

the BNB remained entirely at the govern-
ment’s behest.

The so-called “soft budgetary restric-
tions” (i. e., the automatic lending at the
heart of the fusion between planned econo-
my issuing and lending) inevitably and gradu-
ally eroded the system, engendering foreign
trade imbalances at each of the ever-greater
number of interfaces between the national
and world economies. As distinct from a mar-
ket economy, however, the communist system
featured the runaway growth of such imbal-
ances since it lacked genuine monetary sen-
sors. This gradually turned the foreign trade
sector into the mechanism which caused the
collapse of communism.

Despite the principal denigration of
money and credit in a centrally planned
economy, the BNB managed to attain what
was possible given deformed prices: a due
diligence requirement in investment projects
to compare so-called “specific costs” (i. e., re-
sources per manufactured unit) with relevant
indicators from competing countries. BNB in-
sistence also led to the time factor being
included in assessments of capital investment
efficiency, and to external experts’ opinions
being mandatory in loan application assess-
ments.

An attempt to resolve growing bad debt
(i.e. non-performing loans) by state-owned en-
terprises was made in 1987 with the creation,
at the Stopanska Banka, of the State Lending
Fund which was to support unprofitable en-
terprises through budget loans separate from



nocmuzam BbamoskHomo 6 ycroBusima Ha ge-
dopmupaHa 6aza Ha ueHume: no uHUUUAMU-
Ba Ha OaHkama e BbvBegeHo 3agbaikeHuemo
npu oueHsiBare Ha uckaHusima 3a uHBecmu-
uuoHHU kpegumu npoekmanmbm u uHBecmu-
mopbm ga cbnocmaBsm m.Hap. cneuuduuHu
pasxogu (pasxogume 6 Hamypa Ha OCHOBHuU-
me pecypcu 3a npousbogcmBomo Ha eguHu-
ua npogykuusi 8 Hamypa) cbc cbomBemHume
nokasamenau 6 konkypermruu gbpkaBu. Cbwo
no HacmosBane Ha BHB npu npegBapumen-
Hama oueHka 3a epekmuBrocm Ha kanumaa-
Hume BaokeHust e Bkaiouen pakmopbm ,Bpe-
me”; Bbbekga ce npakmukama ga ce noasBa
BbHWHO 3a cbomBemuama Oarka ekcnepmto
mueHue no uckaHusima 3a kpegum u gp.
Onum 3a pewaBaHe Ha 3agbAbOUUAUS
ce npobaem ¢ m.Hap. ,Aowu kpegumu’, m.e.
HeobcaykBanume gbaeoBe Ha gbpkaBHume
npegnpusimusi, ce npabu npes3 1987 2 cbC
cb3gaBanemo kbm CmonaHcka 0anka Ha
¢oHg ,AppkabHo kpegumupare”, yusimo uea
e ¢uHaHcupaHemo Ha cAabO peHmabuAHu-
me npegnpusimusi ga cmaBa upes 3aemu om
gbprkabHus Oogkem, koumo ga Gbgam om-
geaeHu om ,6ankoBusi” kpegum. Tosu ¢oHg
npegcmabagba onum 32 UHCMUMYUUOHHO
omgeasiHe om Otogkema u om bankoBama
cucmema Ha m.Hap. kBasubiogkemHu ge-
duuumu — gedpuuumume Ha ueHmMpasHama
6anka u ¢pakmuueckume cybcuguu 3a npeg-
npusimusima, npegocmabsHu nog d¢opmama
Ha OankoBu ,3aemu”. B gelicmBumeaHocm
obaue Oogkembm He 3axpaHBa ¢oHg ,Abp-
*kaBHo kpegumupaHe” ¢ ¢uHaHcoB pecypc

mainstream “bank” lending. The Fund was an
attempt at an institutional separation from the
budget and banking of the so-called “quasi-
budgetary deficits” (central bank deficits and
de facto subsidies to industry disguised as
loans). In fact, the budget did not contrib-
ute to the State Lending Fund, its coffers
being filled instead with the public’s savings
(accumulated perforce through chronic goods
shortages) and through credit lines from the
BNB, the DSK, and the DZI, to be emptied
into loss-making companies. This made the
State Lending Fund the mirror image of the
external debt: the communist economy’s bad
debt (“settled” only in 1993 with the adoption
of the Law on settlement of non-perform-
ing credits negotiated prior to 31 December
1990, also known as ZUNK) again favoured
debtors at the expense of creditors, just as
the pre-War foreign loans had done.
Automatic lending became a purely in-
flationary factor in the late Eighties through
BVB export credit to government (it had been
provided by the state budget until 1984). The
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CnpaBka 3a usneAHeHuemo Ha
Barymuus nran Ha Hapog-

Ha penybAuka bvAeapus 3a
1975-1989 e.

A statement on the
implementation of the People's
Republic of Bulgaria foreign
currency plan for 1975-1989
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u nonbABaHemo My cmaba upe3 NnOAyNpuHy-
gumeAHume cnecmsiBaHusi Ha HaceAeHUemo
(BcaegcmBue xpoHUUHUA Hegocmuz Ha CmMo-
ku) nocpegcmBom kpegumu om BHB, ACK
u A3M, koumo BnocregcmBue ce npexBbp-
AM Ha 2ybewume npegnpusimusi. Taka ¢oHg
LAppkabro kpegumupare” ce npeBpbwa 8
2eHepamop Ha o2AegaAHusi 00pa3 Ha BbHWHUS
gbAe — Aowume kpegumu Ha couuaaucmuyec-
kama ukonomuka, koumo ce ,uzuucmBam”
egba npe3 1993 2 ¢ npuemanemo Ha 3akoHa
3a ypekgaHe Ha HeobcaykBaHume kpegumu,
gozoBopeHu go 31 gekemBpu 1990 2. (3YHK),
omnoBo, kakmo u npu goBoerHume BbHWHU
gbpkabHu 3aemu, ¢aBopusupaiku gavkHuka
3a cmemka Ha kpegumopa.

Apye kanaa, no kolimo npe3 Bmopama
noroBuna Ha 80-me 20quHu ce paspacmBa
aBmomamuuHusim kpegum, npeBpbwatku ce
6 uucmo uHdrauuoHeH ¢uHaHcoB pecypc, e
kpegumupaHemo om BBb Ha usHocumeau
no npegocmaBeru Ha gbpkaBama ekcnop-
mHu 3aemu, koemo go 1984 2 ce usBbpw-
Ba npsko om OGiogkema. BBB kpegumupa
kpamkocpouHo 6v6 Baayma u Bcuuku cmo-
naHcku npegnpusimusi-usHocumeau, koumo
usnumBam ,Bpemenen Hegocmuz Ha Baayma“
nopagu HepeaAusupaH U3HOC.

Mo HacmosiBane Ha MuHucmepcm6bo-
mo Ha ¢uHaHcume ce B3emam peweHus 3a
omaazaHe Ha gozoBopeHu NoO-paHO nozawe-
Hus no GankoBu kpegumu 3a unBecmuuuu
6 gbpkabHu npegnpusmus, kamo camo
npe3 1987 2. obwama um cyma Bb3Ausa Ha
1.4 mApg. AB.

BVB lent short-term in foreign currency and
credited any exporter experiencing “tempo-
rary foreign currency deficits” through failed
exports.

The period saw the Ministry of Finance
insisting on the rescheduling of loan repay-
ments by state-owned companies, the overall
sum postponed coming to 1.4 billion levs in
1987 alone.

Government-set low interest on the
public’'s DSK savings played a major role.
Given apparent inflation of at least 3 per cent
in 1988, administratively set interest was 1 per
cent for DSK deposits against an average of
4 per cent for the resource disbursed by the
DSK to the BNB. With the public depositing
some 17.7 billion levs at the DSK (whose ac-
counts were with the BNB), and with BNB



BakHa poast uzpasm u onpegeaeHume
om gbpkaBama Hucku auxBeHnu npoueHmu
no Baozobeme u genosumume Ha HaceAeHue-
mo 8 ACK. lNpu o6s6eHa uHdprauusi om noHe
3% npe3 1988 2 agmuHucmpamuBHo onpe-
geaeHusim om gbpxkaBama auxBeH npoueHm
e 1% no Baozobeme B ACK cpewy cpegHo
4% auxBa 3a pecypca, npegocmabsH om ACK
Ha bHB. Tlpu 17.7 mapg. AB. cnecmsabBanus
Ha HaceaeHuemo 6 ACK (yuumo cmemku ca
8 BHB) u npu Hag 80% gaHbk Bbpxy neuan-
6ama Ha BHB u ACK b6iogkembm uskycmeBe-
HO cu ,Cb3gaba” 3HauumeAaeH gonbAHUMEAEH
usmouruk Ha goxogu/pasxogu, koemo cbwo
npukpuBa HesBHus Glogkemen geduuum.

Mpe3 me3u 2oguHu npogbrkaba u
kpegumupaHemo 6 pesyamam om BoayHma-
PUCMUYHU peweHusl Ha pasAudHU gbprkaBHu
opeaHu: Gesaumumuu kanumanoBaokeHust Ha
cmonaHcku npegnpusimusi, npepasxogu Ha
¢oHg ,Pabomua 3anaama“ u gpyeu ukoHo-
muuecku HeobocHoBaHu OilogkemHu  pasxo-
gu. Mo mosu HauuH Oogkembm dopman-
HO ce ommezast om kpegumuparemo, kamo
BcbwHOCM nozAbwa uszemust om  bankume
u ACK dunaHcoB pecypc, 3a ga kpegumu-
pa upe3 bHB Bce no-zoasm HesiBen OGiogike-
meH geduuum. lMpekusm gbae Ha gbprkaba-
ma kem Garkume, m.e. kbm BHB, HapacmBa
uyBcmBumeAaHo u npe3 1989 2 oduuuarHo
ce cmpykmypupa 3a 50 2oguHu npu AuxBa
1.5%, cuumaHo om caegBawama 2oguHa.

B cbwomo Bpeme BbHB Bce no-macu-
paHo onpowgaba u pascpouba u gpyau cbou
B3emanus, koumo kbm 1987 2 Bb3auzam Ha

and DSK profits taxed at over 80 per cent,
here the budget had an artificial, yet ample
revenue sideline to cover its undisclosed defi-
cits.

Voluntaristic lending by diverse gov-
ernment offices continued apace during the
period: unrestricted investment into industry,
overspending on payrolls, and other economi-
cally unsupportable items were duly covered.
The state budget had formally withdrawn
from lending, yet it absorbed the financial
resource of the banks and the DSK to fund,
via the BNB, an ever-larger hidden deficit.
Direct state debt to banks (i. e., the BNB)
grew considerably and in 1989 was formally

Cepagama Ha ,Tekcum” 6 Cogpus

The head office of Texim (Textile
Imports) state enterprise in Sofia
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Hag noroBuHama om pasmepa Ha gbrea kbm
Hesi. Apyeu HauuHu 3a pascpouBaHe Ha gbA2
kbm BHB ca Hanpumep mHozoOpolHume ag-
MuHucmpamuBHuU peopeaHusauuu, npu kou-
mo 3agbrkeHusi no kanumaanu BaokeHust ce
npexBbpasm  om  muHucmepcmBa/cmonan-
cku obeguHeHus Ha npegnpusimusi, npabu-
meAacmBeHomo peweHue om 1988 2 npeg-
npusimusima ga He npaBsm nozaweHusi No
BarymHume cu kpegumu, npegu ga Obgam
ocuzypeHu naaHupaHume BHocku 3a Orogke-
ma, u gp.

MNpe3 nocaegHama ¢asa Ha pekuma
Baacmume ce onumBam ga oBaagesim kpe-
guma nocpegcmBom pezyanamopu, koumo
BbHWHO HanomHsim u3noa3BaHume npu Beska
gBycmenenna 6ankoBa cucmema, kamo Han-
pumep npuemusi om npabumeacmBomo npes
1986 2 ,ocHoBeH AuxBeH npoueHm’, HO 3a
usinama nemuaemka... o cbwomo Bpeme ce
Bubeckgam u npeku, nocmosiHHo kopuzupaHu
AUMUMU 3a HapacmBanemo Ha AeBobus u
Baaymuust kpegum, Ho kpegumnama cucme-
mMa Ha moHobankama HenpecmanHo pakga
Aowu gbaeoBe, Oogkemuu u kBasubrogrkem-
HU geduuumu u BbHWHA 3agabkHsrocm. Pb-
koBogcmBomo Ha bBHbB (npegcegamen Bacua
KoaapoB) owe om kpasi 1986 2. e HasicHo, ue
cmpaHama omuBa kbm Henaamerkocnoco®-
Hocm, u B peguua cBou cnpabku, gokaagu u
aHaAU3u CuzHaAu3upa 3a moBa.

MNpe3 ueAust couuarucmuyecku nepuog
bbacapust npekuBsba Hsikoako gbacoBu kpu-
3u. lMbpbama e 6 Havyaromo Ha 60-me 20qu-
HU, kozamo cmpaHama e usnpaBeHa npeg

restructured over 50 years at 1.5 per cent
from 1990.

Meanwhile, the BNB took to whole-
sale abolition and rescheduling of its claims,
which in 1987 came to over half the debt
owed to it. Another route to rescheduling
BNB debt involved multitudinous administra-
tive reorganisations with attendant transfers of
capital investment obligations from ministries
and corporations to enterprises. Moreover, a
1988 cabinet instruction mandated enterprises
to repay foreign currency debt only after re-
mitting budget payments.

In the regime’s final stage, the authori-
ties attempted to harness credit through reg-
ulators mimicking those of two-tier banking
systems, such as the 1986 adoption of a base-
interest rate for the five-year plan ahead. The
period also saw direct and constantly fluctuat-
ing lev and foreign currency credit caps. All
the same, the monobank system continued
generating bad debt, budget and quasi-bud-
get deficit and foreign indebtedness. As early
as late 1986, BNB management (Chair Vasil
Kolarov) was clear that Bulgaria was marching
into insolvency and sent signals of this in writ-
ten opinions, reports, and analyses.

Under communism, Bulgaria under-
went several debt crises. The first one was
in the early Sixties, when the nation faced
the dangerous growth of mostly short-term
debt, coupled with an impossibility of financ-
ing it in convertible currency. The reasons
for this crisis (and future ones), lay in eco-
nomic overheating due to rapid growth, a



onacHo HapacmBaHe Hal-Beue Ha kpamko-
CPOYHUSI gbA2 U npeg HeBbamokHocm ga 20
pebuHarcupa B8 koHBepmupyema Baayma.
MpuuuHume 3a masu, kakmo u 3a caegBa-
wume kpusu Ha gbAea ca npezpsiBaHemo Ha
ukoromukama BcaegcmBue Obp3usi pacmedk,
HebaAaHCUpaHUSIM C NOCMbNAEHUSE OM U3HOC
BHoc 6 koHBepmupyema Baayma u cbomBem-
HO geduuumbm no naamexkHusi GaraHc, Huc-
kama konkypeHmocnocobrHocm u Auncama
Ha gocmambuHu ekcnopmuu Bb3moskHocmu.
MbpBume onumu 3a cnpabsHe c kpusama ca
MpaguuuoHHU: agmuHucmpamuBHu ozpaHu-
yeHus,, cBuBaHe Ha BHoca u nompebAeHue-
mo, BoAyHmapusbm npu usHoca. CaegBam
HEeMpPaguuUOHHUMeE  peweHus,  Hanpumep
onumbm ga ce ,AukBugupa“ gbaebm B He-

failure to balance hard currency proceeds
from imports with exports and hence a bal-
ance of payments deficit, low competitive-
ness, and a dearth of export opportunities.
The first attempts to tackle the crisis were
traditional: administrative constraints, import
and consumption restrictions, gratuitous ex-
port drives. These were followed by an un-
traditional solution: an attempt to “liquidate”
debts in non-convertible currencies involving
the pledging of the nation’s reserves to re-
schedule obligations to Soviet banks operat-
ing in the West (the Moscow Narodny Bank
in London and the Eurobank in Paris). The
government involved the bizarre move of sell-
ing Bulgaria’s gold reserves which had been
pledged against loans. The reserve itself was

Cepagama Ha bHb, ykpacena 3a
yecmBaremo Ha 30-20quwHUHama
om 9 cenmemBpu 1944 2

The BNB building decorated for
the 30th Anniversary of the Socialist
Revolution of 9 September 1944
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koHBepmupyema Baryma, kamo, uznoasBatiku
pesepbume Ha cmpaHama, ce npaBu onum
ga ce pascpouyam 3agbakeHusima kbm onepu-
pawu Ha 3anagHume nasapu cbBemcku OGaH-
ku (Mockoy HapogHu Gark, AoHgoH, u tOpo-
6ank/Oudpobank, MMapuwk). KyamuHauusma u
pasBpbskama Ha masu gbacoBa kpusa e eguH
HaNbAHO HecmaHgapmeH xog — npogakbama
Ha Obreapckume 3ramHu pesepBu, 3aroxke-
HuU kamo obe3sneueHue cpeuly noAyuyeHume
3aemu. Camusim pesepb npes 1959 2. e npe-
HeceH 8 MockBa nog npegaoe, ue cepagama
Ha bHB Hama ga usgbpku Ha sgped ygap, a
npe3 1962 2 u 1964 2 e npogageH Ha cBo-
DogHus nasap C ueA nAawaHe Ha nagexkume
no gbaea kbm cobbemckume Garku 6 TMapuk

Mocpewjare Ha lenepartus cekpe-
map Ha Llenmpanrus komumem Ha
Komyrucmuyeckama napmusi Ha
CvBemckusi cbioz Aeorug bpexkreb
6 bwreapus, 1973 e

The greeting of the General
secretary of the Central Committee
of the Communist Party of the
Soviet Union Leonid Brezhnev

in Bulgaria, 1973
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moved to Moscow in 1959 (under the pretext
that the BNB Building would not survive a
nuclear strike) and was sold off on the open
market in 1962 and 1964 to meet scheduled
repayments to Soviet banks in Paris and Lon-
don. The operation was conducted in deep
secrecy, with even instructions to bookkeep-
ers issued verbally. A new gold reserve began
to be accumulated afterwards, with the BNB
drawing limited funds against security from
the Basel Bank for International Settlements.
Another rather idiosyncratic (to say the least)
solution touted at the time by the national
leadership was for Bulgaria to renounce its
sovereignty and become a Soviet republic.
The second debt crisis erupted in 1977




u AoHgoH. Onepauusima npomuya Npu NbA-
Ha cekpemnocm u gopu u3BbpwBaHemo Ha
cuemoBogHume onepauuu e pasnopegeHo
ycmHo. Caeg mosu cAyual 3anouBa mpyna-
Hemo Ha HOB 3rameH pesepB, 3a koemo BHB
npubsieBa u go ozpaHuueHU 3aemu cpeuwly 3a-
Ao2 om baseackama barka 3a mexkgyHapogHu
pasnaawaHus. Apyzo, meko kasano, mBbpge
HekoHBeHUUOHaAHO peweHue e npegaokeHu-
emo Ha gbpxkaBromo pbkoBogcmBo bbaca-
pus ga ce omkake om cBosi cyBepeHumem
u ga ce npeBbpre B cbBemcka penybauka.

Mpe3 1977-1978 2 u3dyxBa Bmopama
gbreoBa kpusa, a paspewaBaHemo u e pesya-
mam om cb2racuemo Ha CCCP bbacapusi ga
peekcnopmupa Ha mexkgyHapogHume nasapu
Hedpmonpogykmu no cBemoBru uenu. Taka
HampynaHama onacHa kpamkocpouHa 3ag-
ABKHSIAOCM Ha cmpaHama e npeogoAsiHa C
noaumuuecku cpegcmBa u npe3 1979-1984 .
gbAbm e uyBcmBumeaHo HamaneH, a bbaca-
pusi ombeasizBa norokumeAaHO caago no naa-
me>kHusi cu BanaHc.

Tpemama gbaeoBa kpusa, nposiBuaa
ce npe3 80-me 20qguHu Ha XX 6., npomu-
ya B ycroBusima Ha kpaxa Ha cBemoBHama
couuaaucmuuecka cucmema u 3azybama Ha
nogkpena om cmpaHa Ha pasnagawusi ce
CCCP. Tpu Hes ce HacaazBam kakmo BbH-
wHu, maka u BbmpewHu ¢dakmopu. Cpeg
BbHwHUMe ca 2oAemume B3emaHus Ha bbAza-
pus om HenaameXkocnocobHU gAbkHUUU Oom
,mpemusi cBsm*, koumo 6 ycaroBusma Ha
cnagawu ueHu Ha cypoBuHume u gbaeoBama
kpuza 6 pasBuBawume ce cmpaHu cnupam

and 1978. lts resolution lay in the USSR’s
agreement to allow Bulgaria to re-export
crude oil products on international markets
at world prices. This overcame the nation’s
hazardous accumulated short-term debt by
political means, the debt being significantly
cut by the 1979 to 1984 period and Bulgaria
boasting a positive balance of payments.

The third debt crisis in the Eighties co-
incided with the collapse of the world com-
munist system and the loss of support from
the disintegrating USSR. The crisis had exter-
nal and domestic drivers. Among the former
were Bulgaria’s huge claims on insolvent Third
World debtors who (amid falling commodity
prices and their own debt crisis) halted debt
service, US dollar devaluation, and the over-
valued West German mark after 1985 which
hurt Bulgaria’s foreign trade. Domestic drivers
included the political push to growth in an

. g

lenepannusm cekpemap Ha LIK Ha
bKTT u npegcegamen Ha Abp-

skaBrus cvbem Togop XKuBkoB Ha

nocewetue 6 Aubusi npes 1984 2

The General secretary of the
Central Committee of the Bulgarian
Communist Party Todor Zhivkov at
his visit to Lybia in 1984
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Togop XKuBko8 u Muxaun
lopbauoB caeq nvpBusi um
koHaukm npes 1987 2
Todor Zhivkov and Mikhail
Gorbachev after their

first conflict in 1987

82

ga obcaykBam cBoume BbHWHU gbaoBe;
obesueHsBaHemo Ha wamckusi goaap u Cb-
omBemHo HagueHsiBaHemo Ha 2epmarckama
mapka caeg 1985 2, koemo uyBcmBumeaHo
Browaba ycroBusma Ha mbpeobusi 3a bbaza-
pus, u gp. Bbmpewnume d¢akmopu ca no-
Aumuyeckomo peweHue 3a ¢dopcupaHe pac-
meyka Ha ukoHomukama, kosmo obaue Hama
gocmambueH ekcnopmeH nomeHuuaa 3a 00-
caykBanemo Ha BbHWHUME cu 3agbakeHus;
noggbpkarusm no ¢uckaaHu cpbobpaxkeHus
MpaguuuoHHO HagueHeH kypc Ha aeBa, kou-
mo okaszBa Hamuck 3a yBeauuaBaHe Ha BHoca
6 koHBepmupyema Baayma (om m.Hap. Bmo-
po HanpabBaeHue), 6e3 koemo Bce no-cuaHO
3aBucumama om 3anagHume nasapu ObAcapc-
ka ukonomuka He moke ga ¢ynkuuoHnupa.
BbmpewHomo usmepeHue Ha nocmo-

economy which had insufficient export po-
tential to service foreign obligations, and the
traditional artificially high lev rate (maintained
for fiscal reasons) which boosted imports in
convertible currency (from the so-called “2nd
direction”*) and without which the Bulgarian
economy, ever more dependent on Western
markets, could not function.

The monobank covered the internal di-
mension of the planned economy’s standing
debt by directly monetising ever more of it in
the late Eighties. At BNB insistence, in 1989
government obligations to the Bank were for-
mally inventoried, documented, and resched-
uled, thus in effect recognising the government
insolvent as regards domestic government
debt. The authorities were in a vicious circle:
each export contraction cut growth and en-

42 Bmopo Hanpabaerue or “2nd direction” — imports from de-
veloped free market economies.



SHHO 2eHepupaHusi om naaHoBama ukoHomu-
ka gbae ce nokpubBa om moHobarnkama, kamo
npe3 Bmopama noaoBuna Ha 80-me 20quHu
ms npsiko mMoHemusupa Bce no-zorsma He-
2oBa uacm. llo nHacmosibaHe Ha bHB npes
1989 2 3agbnikeHusima Ha gbpkaBama kbm
Oankama ca onucaHu, ¢opmarHo npusHamu
u pascpoueHu, ¢ koemo HesiBHO ce npusHaBa
HenaameskocnocobHocmma Ha npaBumeacm-
Bomo no BbmpewHus gbpxkabeH gbae. Taka
Baacmma nonaga 6 cobcmBenus cu kana,
npu kotmo Bcsko cvkpawaBaHe Ha BHoca
o3HauaBa no-Hucbk pacmexk u cbomBemHo
nopaxkga HoB kpbe noaumuuecku u ukoHomu-
yecku npobaemu, m.e. Bzemanemo Ha kamac-
mpodarHume 3a ynpabBasBawume noAumu-
yecku peweHusi moxke ga ce omaoku camo
upe3 3agbabouabare Ha cbwecmByBawume
BbHwHoukoHomuuecku gucnponopuuu.

OcHoBrama mengeHuus 6 pasBumue-
mo Ha ukoHomukama npe3 80-me 20guHu Ha
XX 8., BpemeHHo npukpuma om peekcnop-
ma Ha Hepmonpogykmu, e cbkpawabaremo
Ha BaaymHume npuxogu u ybBeauuaBanemo
Ha BaaymHume pasxogu. Caeg 1985 2 Ham-
pynBaHemo Ha nacuB no naamexkHusi GaraHc
6 koHBepmupyema Baayma Obp3o BbBauua
cmpaHama 6 cnuparama Ha gbaca. [Mpegnpu-
emume ycuAus 3a cBuBane Ha BbmpewHomo
mbpceHe u Ha BHoca He goBexkgam go 00-
pam, koemo ce gbaku kakmo Ha noaumuuec-
ku, m.e. cucmemHu, maka u Ha cmpykmypHu
NPUYUHU.

B kpas na pekuma npobaembm c Ao-
wume gbrzoBe kpalHo ce uzocmpst u HanbA-

gendered a new round of political and eco-
nomic problems. Yet, only deepening foreign
trade imbalances could postpone the political
ruin of the leadership.

The economic leitmotif of the Eighties
(for a while masked by Soviet oil re-exports)
was the curtailment of foreign currency rev-
enue and the growth of foreign currency
spending. The accumulation of a passive bal-
ance of payments in convertible currency af-
ter 1985 rapidly drew the nation into a debt
spiral. Efforts to cut domestic demand and
imports failed to achieve a turn-around for
reasons which were both political (i. e., sys-
temic) and structural.

At the regime’s end, bad debt became
so extreme it smothered the entire economy.
The State Lending Fund, conceived as a tool
for budgetary support of unprofitable or loss-

[leprama Ha coyuarucmuyeckama
mexkka npomuwinerocm — mema-
Aypeudrusim komburam 6 Kpemu-
koBuu

The pearl of the socialist heavy
industry: the metallurgical plant
Kremikovtsi
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Memopuaner komnaeke
,bysaygka’; nocmpoen 6
npocraba Ha komyrusma
The Buzludza memorial
complex glorifying the
communism
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HOo 3agywaba ukoHomukama. 3amucaeHusim
kamo uHcmpymeHm 3a OiogkemHo kpegu-
mupaHe Ha HuckopeHmabuAHU uAu 2ybewu
npegnpusimusi ¢oHg ,AppxkaBro kpegumu-
paHe” gaba Bb3mokHocm Ha HoBocbigageHu-
me ,mbp2oBcku” Ganku ga Hacouam ,mbp-
2oBcku” kpegumu kbm konkpemHu nocouenu
om Baacmma obGekmu. Tol uscmykBa u-
HaHcoBusi pecypc u 20 npeHacouBa kbm Bce
no-3ampygHeHusi nopagu HapacmBawomo

Opeme Ha obcaykBaremo Ha BbHWHUS gbA2
gbpkabeH Otogkem, ¢ koemo HeumoBepho
yBeauuaBa BbmpewHus gbpkabeH gbae [Mo-
kbcHo Aowume 3aemu Ha ¢oHg ,Appkab-
Ho kpegumupaHe” ce npeBpbwam 6 egHo

making state enterprises directed the new
commercial banks to extend “commercial”
loans to specific establishments. The Fund
mopped-up financial resources and redirect-
ed them to the budget which was in ever-
deeper straits due to the growing foreign
debt burden. This boosted internal debt to
a scarcely credible degree. The State Lend-
ing Fund’s bad debt was to turn into a most
onerous legacy during Bulgaria’s transition to
a market economy.

The direct threat posed by the debt
avalanche began to be acknowledged by the
national leadership in 1987. It was clear that
an interest rate increase, similar to that of the




om Had-mexkkume HacaegcmBa Ha npexo-
ga kbm nasapHo cmonaHcmBo B8 Bbacapusi.

Mpe3 1987 2 npskama 3anaaxa om
AaBuHama Ha gbA2a 3anoubBa ga ce oOcCb3Ha-
Ba om ynpabasBawume, koumo pasbupam,
ue eBeHmyanHo noBuwabaHe Ha AuxBume,
nogobHo Ha moBa 6 Hauaromo Ha 80-me
20guHU, we nocAyku kamo gemonamop Ha
gbreoBama kpusa, nopagu koemo go 1988 2
me ycnsBam ga peduHaHcupam 3agbakeHus-
ma u ga nokpuBam ompuuameAHOMO caA-
go no naameXkHusi GaraHC Ha cmpaHama. 3a
Masu UeA ca Me2AeHU CneuuaAHu 3aemu om
6ankoBu koHcopuuymu u omgeaHu banku, a
yacm om 3agbnkeHusima ca nokpumu npes
cregbawume gbe 2oguHu C ObAURAUUOHEH
3aem Ha BHB om BBB. Aeabm Ha kpamko-
CPOYHUSI gbA2 JOCMU2a 3aCMpawumeAHu pas-
mepu owe npe3 1987 2, HO nbpbume s6HU
npusHauu 3a peakuusi Ha ¢uHaHcoBume na-
3apu npegBug nepcnekmuBama 3a Henaame-
kocnocobHocm Ha bbacapusi ca om 1988 e,
koeamo kpegumopume 3amsiezam ycaroBusima
3a npegocmabsiHe Ha kpegumu. [lpu nono-
keHue ue mengeHuusma kbm Henaamexkoc-
nocobHocm Ha Obreapckama ukoHomuka e
Buguma Hskoako 2oguHu no-paHo, BeposmHo
no-6aBHama um peakuusi ce gbaku Ha dak-
ma, ye me 2regam Ha bbazapusi He kamo Ha
camocmosimereH cybekm Ha gbaea, a kamo
Ha npoekuusi Ha dakmuueckus kpegumop
om nocaegHa uHcmanuusi — CCCP, koemo
npukatouBa c koaanca Ha couuaaucmuuecka-
ma cucmema npe3 1989

B ycaroBusima Ha couuarnucmuuecka-

early Eighties, would detonate a debt crisis;
until 1988 the leadership managed to refinance
obligations and cover-up the balance of pay-
ments deficit. To do this, it drew special loans
from bank consortia and individual banks, cov-
ering part of the obligations by a BVB bond
issue in favour of the BNB. The share of short-
term debt had reached threatening proportions
as early as 1987, yet the first clear financial
market hints of a possible Bulgarian insolvency
came a year later as creditors tightened lend-
ing conditions. Given that the trend to Bulgar-
ian insolvency was detectable years earlier, the
delayed market reaction may have reflected its
view of Bulgaria as a projection of a bankroller
of last resort in the face of the USSR: some-
thing which ended with the 1989 collapse of
the Soviet Bloc.

Under a communist monobank, ac-
cumulated foreign debt almost immediately
turned into inflation transferred through the
monetised budget deficit and credit bubble
to compensate for chronic shortfalls in export
revenues and other ills. By early 1988 it was
clear that the usual methods could not resolve
the debt problem; other solutions were need-
ed. The BNB proposal (Chair Vasil Kolarov)
was for a lev devaluation. The illusion was
still abroad that the planned economy could
be preserved while harnessing inflation. These
hopes rendered the measures taken insufficient
and rather belated: premia to the official rate
were adjusted, followed by a devaluation of
the official rate, yet banks’ balance sheets con-
tinued to be kept at the official rate. Limited
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THap. ,eonima ekckypsus

kem Typyusi creg HacuacmBe-
Hama cMsHa Ha umeHama Ha
bvrzapckume mypuu

npes 1989 a

The so-called Big Trip to
Turkey after the forced name
change of Muslim

Bulgarian citizens, 1989
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7

ma moHobaHka HampynaHusim BbHWeEH gbA2
noumu BegHaza ce npeBpbwa B uHdArauus,
npeHacsgHa nocpegcmBom  MoHemu3upaHus
blogkemen geduuum u HabbOBaHemo Ha
kpeguma, 3a ga komneHcupa XpOHUYHO He-
peaAusupaHume nNoCMbNAEHUS OM U3HOC U
m.H. B Hauarnomo Ha 1988 2 Beue e sicHO,
ye ¢ obuvalHume memogu He moxke ga ce
pewu gbAreoBusim npobaem, u 3anouBam ga
ce mbpcam gpyeu peweHus. bBHB npegaaea
ga ce geBarBupa aebbm. Bce owe cbwecm-
ByBa uao3usima, ue e BbamokHo ga ce 3ana-
3u nAaHoBomo cmonaHcmbBo u egHoBpemeH-
HO ga ce pasBbpike uHprauusma. [lMopagu
me3u Hagekgu Ha ynpabasBawume npegn-
puemume mepku ca HegocmambuHu U MBbp-
ge 3akbcHeau: kopueupam ce npemuume kbm

and sporadic auctions were held for trade of
small amounts of foreign currency, offering a
dim idea of what a balanced rate might be,
yet only approximating a genuine foreign ex-
change market.

If during the greater span of commu-
nist rule, inflation mirrored goods shortages,
in the system’s final years it took on ever
more monetary expressions. The problem be-
came insurmountable in summer 1989 when
the exodus of ethnic Turks (following the
forced name change) entailed a run on sav-
ings and a cash bubble. The BNB debated
three options to deflate the money supply in
real terms: freeing prices, a monetary reform,
and a change of currency. Lack of time, op-
portunity, and political will postponed costly

Z




oduuuarHust kypc, a no-kbcHo e geBaaBupan
u oduuuarHusm kypc, Ho 6aHkoBume GaraH-
cu npogbrkabam ga ce Bogsm no oduuu-
anHusi kypc. TMpoBexkgam ce oepaHuueHu u
cnopaguuHu mbpeobe 3a maaku koauuecmBa
Baryma, koumo gaBam cmbmua npegcmaBa
3a pabHuwemo Ha paBHoBecHus kypc u camo
HanogobsiBam BaaymeH nasap.

Ako npe3 no-zonsmama yacm om ne-
puoga Ha couuaAusma uHdAauusima npu-
ema o2reganHama dopma  Ha  cmokoBu
geduuumu, B nocregHume 20guHU Ha cuc-
memama ms Bce no-yecmo uma napuyHu
nposiBaerusi. Mpobaembm cmaba Henpeo-
goAum npe3 asmomo Ha 1989 2., kozamo
macoBomo uscenBaHe Ha Obaeapcku ezpak-
gaHu ¢ mypcko emnuuecko camocbk3HaHue
cAeg HacuacmBeHama CmsiHa Ha umeHama
um nopaxkga macupaHo mezaeHe Ha Baozo-
Be u Oym Ha HaauuHume napu. [lo mosu
noBog B8 BHE ce obcwkgam mpu Bapu-
aHma 3a gedaupaHe Ha napuuyHama maca
6 peanHo uspakeHue: ,pas3BbpsBaHe” Ha
ueHume, napuyHa pedopma u oOMsIHA Ha
napume. Auncama obaue Ha Bpeme, Bb3-
mokHocmu u pewumocm Bogu go omaa-
2aHe Ha ckbnocmpyBawomo moHemapHo
npucnocobsiBaHe 3a Hayaromo Ha 1991 e
bankama ycnsiBa eguHcmBeHo ga nocezxe
Ha MobuAusauuoHHUsi 3anac om GaxkHomu.
MopbuaHume 3a omneuambBaHe 6 Cnbem-
ckus cbio3 HoBu GankHomu He ca nycHa-
mu 6 obpaweHue, a B3emomo peweHue
3a emucusi Ha cbkpoBuwHu GoHoBe He ce
ocbwecmBsba. B cbwomo Bpeme kpegu-

monetary adjustments until early 1991. In the
event, the Bank’s sole move was to disburse
the mobilisation reserve of banknotes. The
new banknotes ordered at the Soviet printers
failed to go into circulation, while a decision
to issue treasury bonds

fell into abeyance. At

bwreapcku barknomu
(Henyckaru 6 obpa-
weHue) u MmoHemu,
emucus 1989 e

Bulgarian banknotes
(uncirculated) and
coins, issue 1989
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Mumure Ha HoBocbigageHus
Cbi03 Ha gemokpamuyHume

cuau, toHu 1990 e

The rally of the newly-created

Union of Democratic Forces,

June 1990
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mupaHemo Ha cmonaHckume npegnpu-
smusi cmaba Bce no-BoayHmapucmuuHo,
kamo Gankume He cnasBam kpegumHume
ozpaHuueHusi. BvBegeHume caeg 1987
kBasuuHcmpymeHmMu Ha m.Hap. nhapuyHa
noaumuka He ycnsBam ga Bb3gelicmBam
Bbpxy uHdrauusima, mbvi kamo eguHcm-
Bernomo Bb3mokHo peweHue, koemo oba-
ye He e B3emo, e npecmpykmypupaHemo
Ha usfiaama napuuHa cucmema u 6 kpatHa
cmemka — cmsiHama Ha cobcmBerocmma.
lNMpes 1988-1989 2 npegcegameAsm Ha
6arkama Bacua KoaapoB nogeomBsi Hsikoa-
ko cuano kpumuunu gokymeHma omtocHo
¢duckarHume usmouHuuu Ha uHPpAauusima,
6 koumo cbweBpemeHHo e 3acezHam u
Bbnpocbm 3a nbAHama Aunca Ha koHuen-

the same time, lending to industry became
even more voluntaristic, the banks breaching
all credit restrictions. The 1987 quasi-mone-
tary policy tools failed to dent inflation since
the sole possible solution (which failed to be
taken) was to restructure the entire monetary
system and ultimately change proprietorship.
In 1988 and 1989 Bank Chair Vasil Kolarov
drafted several strongly critical documents on
the fiscal sources of inflation, also highlighting
the total absence of knowledge and statistics-
backed concepts on crisis management.

To construct and maintain banking in-
frastructure, 1989 saw the creation of the
Bankserviz company owned by the BNB and
commercial banks. This succeeded the BNB
Central Electronic Calculation Centre estab-




MyaAe€H UHCMpPyMeHmMapuym U cmamucmu-
vyecka undopmauus, koumo ga nosBoasm
HeliHomo obBaagaBaHe.

Mpe3 1989 2 c uea uzepakgaHe u nog-
gbprkane unppacmpykmypama Ha 6ankoBama
cucmema Ha cmpanama bHB ¢ ysacmuemo
Ha mbpzoBcku Garku cbsgaBa akuuoHepHomo
gpy’kecmbBo ,bankcepBuz” — npuemHuk Ha
ocHoBaHusi npe3 1968 o [rabBeH eaekmpoH-
Hou3uucAumeneH ueHmbp Ha BHB, akuuoHe-
pu 6 koemo mozam ga Obgam camo Oarku,
yutimo gsa 6 kanumaaa Ha gpykecmBomo
ce onpegeas u akmyaausupa B6b3 ocHoBa Ha
yemupu nokasamenasi — 6pol u cyma Ha mexk-
gybarkoBume naawarus, 6pol Ha kaonoBe-
me u pasmep Ha OankoBus kanumaa.

[Mpes 1990 2, npuemaHa 3a Ha4yaAO Ha
noaumuueckusi npexog 8 cmpaHama u npeg-
cmabasBawa ,yHukaaHa cmec om uHepuus,
3awuma Ha cmamykBomo u Hamuck 3a npo-
meHu [...] BAacmma He ycnsiBa ga dpopmyaupa
(owe no-manko ga npobBege) HenpomuBope-
yuBa cmabuausauuoHHa noaumuka, a camo
MbpCU 3amecmumeAu, omaazawu OOAe3HeHU-
me peweHus“*. B masu 2oguHa e gemoHmu-
paHa naaHoBama napuuHa u GankoBa cucme-
mMa, Ho msi mpsioBa cbe couuarucmuueckume
mexaHusmu ga obaagee Beue omkpumo
nposBsabawume ce napuyHu gucnponopuuu.
BHB gafa cberacue akuuume u 6 omgeaHu
,mbp2oBcku” Ganku ga OGbgam npogagenu
Ha gpyeu, ¢ koemo 3anouBa pasmuBaremo
Ha cobcmbBernocmma. Camume akuuu ueH-
mparHama Oanka 3akynyBa c omnyckanu u
npe3 1987-1989 2. om BBbE kpegumu, kamo

24 ABpamob, P. TpegeoBop. — Bub: Bbacapcka HapogHa Oatika.
Coopruk gokymenmu. Tom V, 1948-1990 2, uyacm nbpBa. C.,
BHB, 2009, c. 25.

lished in 1968. Equity in it was available to
banks, with equity caps set according to the
number and amount of interbank payments,
number of branches, and authorised capital.

The beginning of the Bulgarian politi-
cal transition is accepted to have been in
1990. The year saw “a unique mix of inertia,
determination to protect the status quo, and
pressure for change ... the authorities failed

MaBsonesm Ha leopeu AumumpoB
HenocpegcmBero npegu nagare-
mo Ha coyuarusma u 10 eoguHu
no-kbcro

The mausoleum of Georgi Dimitrov
Jjust before the communism crash
and 10 years later
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Marexkbm Ha

lapmudnus gom,

26 aBzycm 1990 2
Setting on fire of the
Communist Party building,
26 August 1990
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npe3 1990 2 ycnsBa ga ce usgbaku umeH-
HO OAazogapeHue Ha npogakbama Ha mesu
cBou gsnobe. Aa sakynam akuuu ca gonyc-
Hamu konkpemHu ¢upmu u dusuuecku Auua.
MNpekposiBanemo Ha cucmemama npegu3sBuk-
Ba B3puB om aobucmku u BegomcmbBeHu
uHMepecu, a ycnopegHo ¢ masu HeBuguma
npuBamusauusi ce u3bbpwbam u nbpBume
cmbnku Ha sBHama npuBamuszauusi. Bcuuko
moBa cb3gaBa npobaemu Ha Bce owe crabus
caeg Bb3cmaHobsaBanemo cu om Hag 40-20-
guwHo npekbcBaHe GarkoB Hagsop.

MNpe3 cbwama zoguHa cmpaHama e
npuema 6 MexkgyHapogHust BarymeH ¢oHg
(MB®) u CBemoBHama bGanka (npegcegamen
NBan ApaeHeBcku, 21.X11.1989-8.1.1991), ¢

to formulate (let alone implement) any un-
controversial stabilising policy, instead only
seeking surrogates which postponed painful
decisions”*. The year saw the dismantling of
the planned monetary and banking system,
yet that system was left to tackle the now
all too public monetary imbalances using its
communist toolkit. The BNB consented to
selling its shares in individual commercial
banks to other banks, marking the start of
a dilution of ownership. The central bank
had bought the shares using loans advanced
to it between 1987 and 1989 by the BVB
and repaid in 1990 by selling those shares.
Specific companies and individuals were al-
lowed to bid for the shares. The redrawing

43 Avramov, R. Foreword. In: bsreapcka HapogHa barka, Coopruk
gokymernmu, Tom V, 1948-1990 2, [The Bulgarian National Bank:
a Documentary Collection, Vol. V, 1948-1990], ibid., Part One,
the BNB, Sofia, 2009, p. 25.



koemo bBbacapusi ce npuobwaBa kem cBe-
moBrHama ¢uHaHcoBa obwHocm u BbBek-
ga oezpaHuueHa koHBepmupyemocm Ha AeBa.
MpemaxHam e gbpkabHusim moHonoa Bbpxy
mbp2obusma ¢ Baayma. B cbwomo Bpeme
nopagu HeBb3mokHocmma ga Obge pedu-
HaHCUpaH BbHWHUSIM gbA2 PeaAHO ca usuep-
naHu BaaymHume pesepbu, cnagHaau Beue
go 200 maH. wamcku goaapa, koemo npes
mapm cbwama zoguHa gobexkga go 00s6s-
Bane Ha mopamopuym Bbpxy naawaHusima
no BbHWHUS gbAe. 3a pasauka om o0sBeHus
npes 30-me 20guHu, MoU e egHOCMPpaHEeH,
He e cberacyBan ¢ kpegumopume u gonba-
HumeAHo nocmabs cmpaHama 6 usbbHpegHO
MPYgHO noAokeHue.

Pasnagpm Ha nasapa Ha Cbbema 3a
ukoHomuuecka B3aumonomow, nopakga om-
puuameAaHo caago no mbpeoBckusi GaraHc 6
HekoHBepmupyema Baayma u npegcmabas-
Ba BbHweH wok 3a Obaeapckama ukoHomu-
ka, ouensiBaH Ha OAuso 30-npoueHmeH cnag
Ha npousbogcmBomo npes 1989-1991 2. bio-
gkemuusm geduuum cmaba s6eH, HO eguH-
cmBeHusim Bb3mokeH HauuH 3a ¢uHaHCcupaHe-
mo my e upes npsik kpegum om BHB, kolimo
gonbAHUMEAHO YyBeAuuaBa 3aemume Ha gbp-
*kabama om BHB u ACK 3a nonbaBaHe Ha
¢doHg ,AppkabHo kpegumupare”. Llenume Ha
*kuauwama u cmokobume 3zanacu Bce owge
ca ¢ukcuparu, nopagu koemo HacereHuemo
macobo unbecmupa 6 msax. V3Bbpwba ce u
nopegHomo onpowgaBaHe Ha gbAr20oBe — mosu
nbm Ha ceackocmonancku opeaHuzauuu. Becuu-
ku me3u obcmosmeacmBa npegusBukBam

of the system caused an explosion of lobby
and private interests, while the first steps to
official privatisation began parallel to the un-
publicised hive-off. All this landed in the lap
of a banking supervision mechanism which
had just been revived after a 40-year break.

The same year Bulgaria joined the In-
ternational Monetary Fund and the World
Bank (Chair Ivan Dragnevski, December 21st,
1989 to January 8th, 1991), marking a con-
vergence with the world financial community
and auguring limited lev convertibility. Gov-
ernment lifted its monopoly on foreign cur-
rency trading. At the same time, the impos-
sibility of refinancing foreign debt led to the
practically complete depletion of internation-
al reserves which collapsed to a mere USD
200 million. A moratorium on foreign debt
repayments was declared in March 1990. As
distinct from the Thirties’ moratorium, how-
ever, this one was unilateral, had not been
coordinated with creditors, and added to the
nation’s already extreme straits.

The disappearance of the Comecon
market created a negative balance of trade
in soft currency and was an external blow
to Bulgaria, causing an almost 30 per cent
drop of output between 1989 and 1991. The
budget deficit was now public knowledge, yet
the sole possible means to finance it was a
direct BNB loan which additionally increased
government and State Lending Fund debt to
the BNB and the DSK. Housing and goods
prices were still administratively set, giving the
public a good reason to invest furiously into

WBan Apacrebeku
Ivan Dragnevski
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ybeauuabaHe Ha napuuHama maca u 3acuAbam
uHdAauuoHHus Hamuck. Bvnpeku npoBegena-
ma npe3 mad cbwama 20guHa gebarBauus
Ha AeBa nopagu HeocBobogeHume ueHU U
HepearHust BaaymeH kypc masu uHdAauus ce
nposiBsiba B8 mHO200polHU ocmpu cmokoBu
gedpuuumu, Hamepuau ,paspeweHue” B ky-
NOHHa cucmema.

them. The successive debt alleviation now ad-
dressed farming organisations. All this caused
an increase in money supply and inflationary
pressure. Despite the May lev devaluation,
pegged prices and unrealistic exchange rates
made inflation manifest itself in numerous
and acute goods shortages, culminating in the
introduction of a coupon system.

Y vy



[M1O [MbTA ON THE ROAD
HA VIHTETPVIPAHETO TO INTEGRATION
B TAOBAAHATA INTO GLOBAL

NKOHOMWKA ECONOMY
(1991-2009)






[Mpes 1991 2 caeg npuemaHemo Ha 3a-
kona 3a bHB u 3akona 3a Gankume u kpe-
gumHomo geno (3BKA) GankoBama cucmema
peaaHo cmaba gbycmenenHa. BHB ce npebpb-
wa 6 munuuHa ueHmpaaHa banka, kosmo cb-
yemaBa ¢yHkuuu Ha emucuoHeH uHcmumym,
OaHka Ha Oankume u OGanka Ha gbpkaBama
(ynpaBumen Togop BbaueB, 9.1.1991-23.1.1996).
Hapeg ¢ moBa ¢ oereg noggbprkaHe cmadua-
Hocmma Ha ¢uHaHcoBama cucmema msi OCb-
wecmBsBa Hagzop Bbpxy OankoBusi cekmop
u AuueHsupa mbpeoBckume Ganku. OcHoB-
Ha 3agaya Ha ueHmpaaHama Oanka cmaBa
noggbpxkaHemo Ha BbmpewHama u BbHWHa-
ma cmabuaHocm Ha AeBa. 3akonbm 3a bHbB
ocueypsiBa Ha ©Oankama HezaBucumocm om
npaBumeacmBomo. Cb3gaba ce HOB HeuH
opeaH — [laenapeH cbBem, kotimo BkaiouBa
ureHoBeme Ha YnpaBumeanus cbbem Ha BHB
u usmbkHamu cneuuasucmu B6b8 BaaymHama,
¢duHaHcoBama, cmonaHckama u HayuHama
obaacm, HasHaueHu om ynpaBumens ¢ 3-20-
guweH maHgam. [laeHapHusm cbBem onpe-
geas ocHoBHumMe Hacoku Ha napuuHama u
kpegumHama noaumuka u ogobpsiBa 2oquw-
Hus omuyem u bOogkema Ha H6ankama, kolimo
e omgereH om gbpkabHusi Glogkem.

BHB 3anouBa ga npoBekga napuuna
noaumuka, usnoasBatku kpegumuu maBaHu,
peduHaHcupaHe upe3 ckoHmoBu u Aombap-
gHu kpegumu, HOpma Ha MUHUMAAHU 3agbA-
skumeaHu pesepBu, no-kbcHo ca BbBegeHu u
onepauuu Ha omkpumusi nasap. Cb3gaBam
ce mekgybarkoB BaaymeH u napuueH nasap.
VyacmHuuu ca AuueHsupaHume mbpzoBcku

The Law on the BNB and the Law on
Banks and Credit Activity adopted in 1991
ushered a genuinely two-tier banking system.
The BNB turned into a typical central bank
with the functions of an issuing institution,
bank of banks and banker to the state (Gov-
ernor Todor Valchey, January 9th, 1991 to Jan-
uary 23rd, 1996). The Bank was to supervise
the banking system to maintain its stability,
and to licence commercial banks. Its major
task was to maintain internal and external
lev stability. The Law on the BNB gave the
Bank significant freedom from government. A
new office within the BNB was the Plenary
Council which comprised Governing Council
members and six eminent specialists in the
monetary, financial, economic and research
spheres, nominated for three-year terms by
the Governor. The Plenary Council set the
major directions of monetary and credit pol-
icy and approved the Bank’s annual report
and budget, which were now separate from
the state budget.

The BNB began implementing mone-
tary policy using credit ceilings, refinancing
through discount and Lombard credit, setting
the rate of minimum reserve requirements,
and (somewhat later) introducing open mar-
ket operations. Interbank foreign exchange
and money markets emerged, involving li-
censed commercial banks and finance houses.
The period also saw active development of
a statutory and regulatory base to govern the
financial and banking system. Regulatory re-
quirements and supervision mechanisms al-

Togop BbaueB
Todor Valchev
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[TepBo s3acegaHue Ha
Menaprus ceBem Ha bHb,
28 okmombpu 1991 2

The first session of the
BNB Plenary Council,
28 October 1991
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6anku u ¢unaHcoBu kbwu. Npe3 mosu ne-
puog 3anouBa u akmuBHomo pazpadbomBate
Ha nogzakoHoBama HopmamuBHa 0asa, pee-
AameHMuUpawga geliHocmma Ha d¢uHaHcoBa-
ma u OankoBama cucmema. Onpegeasim ce
pezynamopHume usuckBaHusi, mexaHusmu u
uHcmpymeHmu 3a ynpakHsiBane Ha Hagsop
om cmpaHa Ha bHB Bbpxy gelHocmma Ha
mbpeoBckume Ganku u gpyeume ¢unarcoBu
nocpegHuuu.

Mpe3 ¢pebBpyapu 1991 2 ,bankcepbus’
3anouBa npoekmuparnemo u usepakgaHemo
Ha HauuoHaaHama bankoBa uHmezpupa-
Ha cucmema 3a earekmpoHHU pasnAawaHus
(BNCEPA).

Mpe3 cregBawama zoguna 6 TNroBgub
47 Banku yupegsiBam Acouuauusima Ha mbp-
20Bckume ©Ganku kamo egHa om nbpBume
OpaHwoBu opezaHuzauuu c ugeanHa ueA. Cbs3-

2

lowed the BNB to control banks and other
financial intermediaries.

The Bankserviz began design and con-
struction of the BISERA integrated national
electronic payment system in February 1991.

The following year in Plovdiv 47 banks
set up the Association of Commercial Banks:
one of the first sectoral non-profit associa-
tions. The CUBS (Commission on Unification
and Banking Standards) convened in the
same year began drafting BUS (Banking Uni-
fied Standards) which set specific banking and
payment techniques. Payments settlement
was introduced, imposing a strict sequence
on all interbank payments involving transfers
between payers, payees and servicing banks
to the principle of payment initiation by the
payer (credit transfer). The CUBS also set the
foundations of normative and methodological



gageHama cbwo npe3 1992 2 Komucusi no
yHudukauus u GarkoBu cmangapmu (KYEC)
paspabomBa bankoBu yHuduuupaHu cman-
gapmu (bYC) — cmangapmusauuoHHU Hopmu,
onucBawu gemataHo konkpemHuu HankoBu u
naamekHu mexHonozuu. BbBexkga ce cemba-
MeHmM Ha nAawaHusima, kolmo Haaaza Bcuu-
ku mexkgybankoBu naamexknu onepauuu ga
ce usbbpwbam npu cnasbaHemo Ha cmpo-
2a nocaegoBameAaHocm npu  npeHacsiHemo
Ha cpegcmBa mexkgy naameua, noAyvamens
u obcaykBawume e2u  HGanku-nocpegHuuu U
ycmanoBsba npuHuuna 3a uHuuuupaHe Ha
nAawaHemo eguHcmBeHo om cmpaHa Ha
naameua — mHap. kpegumen mpaHcoep.
KYBC nocmabs cbwo ocHobume Ha paspa-
6omBaHemo u npuAazaHemo Ha Hopmamub-
HU u memogonoeuuecku gokymenmu, koumo
npuBexkgam ©6ankoBomo cuemoBogcmBo 6
cbomBemcmBue ¢ HoBume 3akoHoBu usuck-
BaHus u npakmuka.

Caeg ycuneHu npezoBopu ¢ yuacmuemo
u Ha bHb Ha 29 onu 1993 2 e nognucaHo
cnopasymeHue 3a ypeckgaHe Ha BbHWHUS gbA2
Ha bbacapusi kbm uacmuume OGawnku-kpegu-
mopku, koemo obaue He BkaiouBa gbreoBe-
me, yuumo HocumeAu ca Muneparbank u
Cmonancka 6Ganka®”. Mo Hezo ca emumupa-
HU mpu Buga obAuzauuu B pasmep Ha 5.137
MAPg. W.g. (36.3% obauzauuu ¢ omcmbnka
cbe cpok 30 2oguHu, 32.3% obAuzauuu c
nbpBoHauaAHO HamaAeHu AuxBeHu nAawaHus
u cpok 18 2oguHu u 31.4% obaucauuu 3a
npocpoueHu AuxBu u cpok 17 2oguHu) u bba-
2apus uskynyBa 1.027 mApg. w.g. om gbaca

25 Tosu ¢pakm, kakmo u Huckama goxogHocm u 25-zoguwiHusim
mamypumem Ha 3YHK-obAuzauuume, upes koumo e ,ypegen”
Bbnpocbm ¢ BbmpewHust gbpkaber gbaz, ca mexkko Gpeme 3a
gbeme Oanku — ocHoBHu kpegumopku Ha couuaaucmuyeckume
npomuwAeHu npegnpusimusi, u gobBekgam go msxHama
gekanumaausauust u BnocaegcmBue go daaum. Bunpeku moBa
Munepanbatrk npogemkaba ga noeacsiBa sagbikerusima cu no
BbHwHUs gbpkaber gbae go 0b6sBsbaHemo U npes 1997 2 6
Hecbcmosimearocm, kamo ycnsiBa ga eu Hamaau Ha 128.8 MAH.
u.g. om 483.9 maH. w.g. & kpas Ha 1989 2

documents to bring bank accounting into line
with new statutory and international require-
ments.

Intense negotiations with BNB partici-
pation resulted in the June 29th, 1993 agree-
ment on settling Bulgaria’s foreign debt to
private creditor banks; this, however, did not
include Mineralbank and Stopanska Banka
debt*. That formed three bond issues worth
USD 5.137 billion: 36.3 per cent in 30-year
discount bonds, 32.3 per cent in 18-year
FLIRBs, and 31.4 per cent in 17-year IABs.
Bulgaria purchased USD 1.027 billion of its
debt at 25 3/16 cents in the dollar.

Two contrary processes were apparent in
commercial bank development between 1991
and 1994: government strove to consolidate
the many weak and predominantly provincial
banks which had been BNB branches, while
an extremely liberal statutory base allowed
many new private banks to get licences. To
help state banks recovery, 1992 saw the es-
tablishment of the Bankova Konsolidatsionna

44 This fact, alongside the low yield and 25-year maturity term
of ZUNK bonds which “settled” the issue of domestic govern-
ment debt, were a heavy burden for both banks which were
the basic creditors of socialist industry. They led to these banks’
decapitalisation and, ultimately, to their bankruptcy. Despite
this, Mineralbank continued honouring its foreign debt obliga-
tions until insolvency in 1997, managing to reduce them from
USD 483.9 million in late 1989 to USD 128.8 million.

Om gscHo Ha As60: T. Bbayeb,
ynpabumea Ha bHb, M. TogopoBa,
4. KvHueB u B. AHmoHoB (m.Hap.
Ipyna no gwhea), cbnpyeama Ha
ynpabumenas u  E. XppceB, nogyn-
pabBumen

From right to left: T. Valchey, the
BNB Governor, M. Todorova,
Ch. Kanchev and V. Antonov
(the Foreign Debt Group), the
Governor's wife and E. Hursev,
Deputy Governor
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cu no ueHa 25 3/16 ueHma 3a goaap.

B pasBumuemo Ha mbpzobckume Hanku
npe3 1991-1994 2. ce HabagaBam gBa npo-
muBonoaoxkHu npoueca. Om egHa cmpaxa,
gbpkaBama ce cmpemu ga yegpu MHO200-
poliHume caabu, npegumHo NpoBUHUUAAHU
6aHku — 6uBwu kaonobe Ha BHB, a om gpy-
2a, nopagu kpatiHo ockbgHama HopmamuB-
Ha 0asa AuueHau noayyaBam peguua HoBu
mbpeoBcku Ganku ¢ yacmHo yuacmue. [Mpes
1992 2 c uea osgpabsbBane u yegpsibaHe Ha
gbpkaBrume OGanku B bbacapusi e cw3gage-
Ha bankoBama koHcoaugauuonHa komnanus
(BKK) — gbprkamea Ha akuuume Ha gbpkab-
Hume mbpeoBcku Oanku. Ts e yupegeHa om
BHB u BEBB no pega Ha TbpeoBckusi 3akow
kamo akuuoHepHo xoaguHzoBo gpykecm6Bo,
koemo npegcmabasBa gbprkaBama, cbc cpok
Ha gelicmBue mpu 20quHu. HelHu akuuoHe-
pu ca u gbpkabHu ¢upmu, egHOAUUHU Mbp-
20Bcku gpykecmBa c gbprkaBro umywecmBo,
mbpzobcku gpykecmBa c Hag 50% gbprkabHo
yyacmue u gpyeu gbpkabBHu npegnpusimus.
MbpBoHauaaHo gelHocmMma U e  HacoueHa
kbm yegpsiBaHe u 3acunBane konkypenmocno-
cobHocmma Ha gbpkaBHume Oanku, a caeg
moBa — kbm msxHama npuBamuzauus. Kbm
kpas Ha 1999 2 gBeme uHCcmMumMyuuu-CbyY-
pegumenku npexBbpasim yyacmuemo cu Ha
MuHucmepcmBomo Ha ¢uHaHcume, koemo
cmaba HeuH maxkopumapeH cobcmBeHuk.

OcroBHume emanu, xapakmepusupawu
getiHocmma Ha bKK, ca npugobuBane Ha ak-
UuoHepHoO yyacmue 6 cbwecmByBawume Hag
70 gbprkaBru mbpeoBcku Hanku, koncoauga-

Kompania® (the BKK) which held their equity.
The BKK was set up by the BNB and the BVB
as a holding company representing the state
and was to be active for three years. Equity
holders included state companies, sole-propri-
etor state-owned companies, companies with
over half of state-held equity, and other state
bodies. The BKK initially focused on bank en-
largement and competitiveness, turning later
to privatisation. By late 1999 the founding
institutions transferred their equities to the
Ministry of Finance, making it the majority
owner.

The BKK schedule included acquiring
equity in the then-over 70 state banks, con-
solidating them, restructuring them financially
and institutionally, and selling them to strategic
investors. The first large consolidation project,
in 1992, involved merging 22 regional state
banks into the Obedinena Balgarska Banka*.
Later that year, Transportna Banka and another
12 small banks merged into the Expressbank.
Three banks formed the Balkanbank in 1993,
eight others merged into the Hebros Bank,
and four went into the new Sofiabank. A sec-
ond wave of consolidation involved the take
over of Sofiabank and Serdika by Biohim,
cutting the number of state-owned banks to
11. This concluded consolidation in the public
banking sector, with the DSK remaining the
sole institution without commercial bank sta-
tus, trading under a separate Law and directly
owned by government without BKK equity.
Despite the initial intention, by 1997 the BKK
had not completed any privatisation deals

45 bankoBa korcorugayuonna komnanus — the Bank Consolida-
tion Company.

46 Obegutera bbreapcka barka — the United Bulgarian Bank.



uusima um, ¢puHaHcoBO U UHCMUMYUUOHHO
npecmpykmypupaHe Ha koHcoaugupaHume
6anku u npogakbama um Ha cmpamezuyec-
ku unHBecmumopu. Mpe3 1992 2 ce ocbwec-
mBsiBa nbpBusim mawabeH koHcoaugauuoHeH
npoekm c obeguHsBaHemo Ha 22 gbpkab-
HU pezuoHarHu Oawku 6 egHa — ObGeguHe-
Ha Obreapcka Oarka. Manko no-kbcHo npes
cbwama 2oguHa TpaHcnopmiua bGanka u owe
12 manku Garku ce cauBam 8 Ekcnpecbank.
Mpe3 1993 2 mpu Ganku dopmupam ban-
kanbank, ocem gpyeu ca koncoaugupanu 6
,Xebpoc”, a upe3 obeguHsBaHemo Ha yemu-
pu 6anku e cp3gagerna Codusidark. Cbc cBo-
eobpasHama Bmopa BbAHa Ha koHcoaugauus
Ha gbpkabHume Oanku upes BauBanemo Ha
Codusibark u ,Cepguka” 8 ,buoxum’, c koe-
mo Oposim Ha gbpxkabHume Ganku HamansiBa
Ha eguHagecem, npouecbm Ha koHcoAuga-
uust B8 nybauuHust 6ankoB cekmop B8 ocHoB-
HU AuHuu npukaiouBa, kamo ACK ocmaBa
eguHcmBeHama OGankoBa uncmumyuus, ko-
smMo Hsma cmamym Ha mbpeobcka Oarka,
¢dyrkuuorupa no omgeaen 3akoH u e npsiko
(@ He upe3 BKK) npumexkabana om gbprkaba-
ma. Bbnpeku nocmaBenama u uea go 1997 2.
bKK He ycngaba ga ocbwecmBu Humo egHa
npuBamusauuoHHa cgenaka 8 OankoBus cek-
mop, nopagu koemo cpokbm U Ha geticmBue
muozokpamHo e ygbakaBan. AukBugauusima
Ha BKK cmaBa Bb3moxkHa npes 2004 2 caeg
nognucBanemo Ha mpucmpaHHu gozoBopu
3a npexBbpasHe kbm gbprkabama Ha HelHu-
me aHeakumeHmu, noemu npu npogakbama
Ha byabank, ,Bbuoxum” u npuBamusupaHama

and its term had to be extended on many
occasions. It was wound-up only in 2004 after
a trilateral agreement to transfer obligations
assumed in the sale of Bulbank, Biohim, and
the privatised Banka DSK to government.

As the number of public sector banks
declined, private ones increased, particularly
between 1991 and 1993. A number of them
emerged with insufficient resources thanks to
liberal licensing and low start-up capital re-
quirements. The first foreign bank arrived in
Bulgaria in 1993, and by 1996 there were
seven banks with foreign equities. Bank es-
tablishment was also helped by the fact that
legislation did not set particular requirements
on the origins of start-up capital. Many pri-
vate banks were launched with loans, in
some cases from state banks. Not a few pri-
vate banks were launched with funds from
state enterprises. The case of Parva Chastna
Banka' was typical: it was founded using

47 [MpBa yacmna barka — the First Private Bank.

Munucmspbm Ha ¢urHaHcume
M8B. KocmoB (6 uermnbpa) nog-
nucBa Yemaba Ha Mexkgyrapog-
Hama ¢uHarcoBa kopnopauus,
BawuremoH, 22 oau 1991 2

The Minister of Finance Iv. Kostov
signing Articles of Association of
the IFC, Washington D.C.,

22 July 1991
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BnocaegcmBue banka ACK.

B nepuoga 1991-1993 2 ocobena ak-
muBrHocm ce Habatogaba 6 yacmHusi cekmop,
kbgemo nopagu AubepaAHusl AUUEH3UOHeH
pexkum u Huckus 3akoHoB pasmep Ha HeoOXxo-
gumusi HauaAeH kanumaa ca ck3gageHu MHO-
*kecmBo Oanku c HegocmambueHn cobcmBen
kanuman. MbpBusim kaoH Ha uykgecmparHa
OaHka ce nosiBsiBa Ha Obacapckusi nasap npes
1993 2, a kbm 1996 2. 6 cmpanama onepu-
pam cegem Oanku uau kaonoBe c uykgecm-
paHHo yuyacmue. Cb3gaBanemo Ha OGawnku ce
yrecHsiBa u om ¢akma, ue gelicmBawomo
3akoHogameacmBo He nocmabBsi cneuuaAHu
usuckBarus 3a npousxog Ha cpegcmBama,
usnoasbaru kamo cmapmoB kanumaa. Taka
MHO20 om yacmuume Oarku 3anouBam cBo-
sma getHocm c B3emu Hasaem napu, 6 pe-
guua caydyau om gbpkabHu OGanku. Hemanbk
Opoli yacmHu Garku Bb3rukBam cbc cpegem-
Ba, yuimo usmouruk ca gbpkaBHu npegnpu-
smusi. NokasamereH 8 moBa omHoweHue e
cayvasim ¢ [MbpBa yacmua Oarka, cb3gageHa
€ napu Ha gbpkaBHu npegnpusimusi u uHxke-
HepuHzoBu opzaHuzauuu’®. Hapeg ¢ moBa go
1993 2 3akoHbm 3a 6ankume u kpegumuomo
gero gonycka u Bwv3modkHocm ©Gankume ga
cu pasmensim nakemu om akuuu, koemo um
ocueypsiBa cbomBemcmBue ¢ usuckBaHusima
3a kanumanoBa agekBamHocm. Taka eghu u
cbwu napu ce usnoasbam om Hskoako uHc-
mumyuuu, Aecumumupatiku 2u u gaBatku um
BbamoxkHocm ga onepupam Ha nasapa.

Yacm om HoBocbigageHume uyacm-
Hu OaHku ce opueHmupam kbm 0bOcaykBare

26 XpucmobBa, A., I. AreenoB. bbazapckusm 6Harko® cekmop u
¢dunarcobama kpusa. — Bvb: XpucmoBa, A. u gp. Anamomusi Ha
npexoga: cmonarckama noaumuka Ha Bbacapusi om 1989 go
2004 2 C., Cuena, 2004.

money of several state companies and engi-
neering consultancies*®. Alongside this, until
1993 the Law on Banks and Credit Activity al-
lowed banks to exchange equity packages to
meet capital adequacy requirements. Thus the
same money ended up being used to lend
legitimacy to more than one institution.

Some new private banks gravitated to-
wards lending to companies owned by their
proprietors or related persons: something
the law then allowed. Others directed large
shares of their portfolios at structurally impor-
tant state-owned companies, trusting in future
recovery programmes or privatisation.

The relative economic stability of the
period was due mainly to the central bank’s
successful monetary policy, anchored on the
exchange rate. In late 1993, the BNB dropped
that anchor due to the inability of monetary
policy alone to steady the entire economy.
Industry stymied monetary policy, with almost
two thirds of new bank lending to it yet
again going to loss-making companies. This
was slowly turning banking into a mecha-
nism for absorbing industry’s losses through
a mass of non-performing loans. Despite sev-
eral government interventions (most marked
in late 1992 with the enforcement of the
Law on settlement of non-performing credits
negotiated prior to 31 December 1990 which
issued 25-year government bonds in favour
of banks, thus taking over accumulated debt),
the problem of loss generation and its transfer
to banks was only partially resolved. Bad debt
generation became the trademark not only of

48 XpucmoBa, A., I. AHeeroB [Hristova, A, G Angelovl, “bwreapckusm
barkoB cekmop u puHarcoBama kpusa” [Bulgaria’s Banking Sector
and the Financial Crisis], in XpucmoBa, A. [Hristova, A] et al.,
AHamomusi Ha npexoga: cmonaHckama noaumuka Ha bwacapus om
1989 go 2004 2 [An Anatomy of Transition: Bulgarian Economic
Policy, 1989 to 2004], Siela, Sofia, 2004.



(npegumHo kpegumupate) Ha pupmu Ha cBou
akuuoHepu uau Ha cBbpsaHu ¢ msx Auua, ko-
emo ce gonycka om geticmBawomo 3akoHo-
gameacmBo. Apyeu HacouBam zoAsima uacm
om kpegumtusi cu nopmdetin kbm cmpyk-
mypoonpegeAswu 3a HauuoHarHama ukoHo-
muka pupmu — nydbauuHa cobcmBeHocm, pas-
yumatku Ha Obgewu npozpamu 3a MSIXHOMO
o3gpabsBaHe uau npuBamusauusi.
OmHocumeaHama ukornomuuecka cma-
HGuaHoCcm npe3 mo3u nepuog ce gbrku 2nab-
HO Ha ycnewHama napuuHa noaumuka Ha
ueHmpaaHama Oarka u Ha usnoasBaHama om
Hest komBa — BaaymHusi kypc. [Npe3 ecenma
Ha 1993 2 BHB ,usnycka” masu komBa no-
pagu Oescuauemo Ha napuyHama noAumuka
cama ga ce cnpaBu ¢ npecmpykmypupaHemo
Ha ugrama ukonomuka. MapuuHama noaumu-
ka e 6aokupaHa u om peaanama ukonomuka,
mbl kamo ©0Auzo 2/3 om HoBume OGarko-
Bu kpegumu 3a peaaHust cekmop omtoBo ca

government, but also of the private sector,
yet — legislation being benign — it was not
subject to query by bank supervisors. Mean-
while, industrial reform lagged, with delays
to cash and voucher privatisation. Industry’s
losses were monetised, causing inflation which
eroded households’ savings and banks’ own
funds. This left savers a very narrow range
of investment options, in practice limited to

bwacapcku barkrnomu u moremu,
emucuu 1991 u 1992 2

Bulgarian banknotes and coins,
issues 1991 and 1992

HacoueHu kbm e2yGewu gbpkaBHu npegnpusi-
musi. Taka GankoBama cucmema nocmeneh-
HO ce npeBpbwa 6 mpaHcmucusi 3a noemaHe
3aeybume Ha peaaHust cekmop nocpegcmBom
02pPOMHUSI pasmep Ha HeobcaykBaHume kpe-
gumu. Bwbnpeku Hekoakokpamnama Hameca
Ha npaBumeacmBomo” npobaembm C 2eHe-
pupaHemo Ha 3a2ybu u msixHomo npexBbp-
AsiHe Bbpxy ©OankoBama cucmema e peweH
noroBuHuamo. [Mpakmukama Ha zeHepupare
Ha Arowu kpegumu, BnucBawa ce 6 gelcm-
Bawama npaBra pamka, 8 kosmo Hecbcmo-
smeAHocm He ¢ueypupa u nopagu moBa He
nogaexku Ha Bb3geticmBue om cmpaHa Ha

27 Tasu Hameca e Hal-cbwecmBena B kpasi Ha 1992 2. u e cBbp3aHa 101
€ npunazaHemo Ha 3akoHa 3a ypexkgaHe Ha Heobcayk-BaHume

kpegumu, gozoBopenu go 31 gekemBpu 1990 2 (BYHK) —

usgaBatku 25-zoguwru  gbpkabru uenHu kruwka (BYHK-

obauzauuu) 6 noasa Ha Gankume, npaBumeacmBomo noema

obcaykBaHemo Ha HampynaHume gbazoBe.
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6aHkoBus Hagsop, cmaBa nameHm He camo
Ha gbpkaBHusi, HO u Ha yacmHus cekmop. Om
gpyea cmpaHa, npobexkgaHemo Ha pedopma-
ma B peaaHus cekmop usocmaBa, a npu-
Bamuzauusima ce ©6aBu. Hampynanume om
npegnpusimusima 3a2ybu ce moHemusupam u
Bogsm go Bucoku memnoBe Ha uHdAauus
U peanHo obesueHsiBane Ha cnecmsiBaHus-
ma Ha gomakuHcmBama u Ha cobcmBeHu-
me cpegcmBa Ha Oankume. ToBa ocmabs
Ha cnecmumeAume MHO20 meceH u30op Ha
Bb3morkHocmu 3a unBecmupane, cBexkgaw, ce
Ha npakmuka camo go AeBoBu genosumu u
nokynko-npogaxko6a Ha Baayma. CbuwecmByBa
3HaUUMEAEH NOAYA€2AAEH U HeAe2aAeH U3HOC
Ha kanuman om cmpaHama.
MekgyBpemeHHo ¢ uen u30sieBare Ha
GankoBa kpusa BHB Bce noBeue ce aneaku-
pa u c onepauuu no peduHaHcupaHe. [lpes3
1995 2 om obwo 45 mbpeobcku Ganku ms
peduHaHcupa 19, om koumo 11 noasBam cymu
camo B pamkume Ha paspeweHust um oBbpg-
papm. B cmpykmypHo omHoweHue Hati-20Asim
e geAbm Ha HeoDe3neueHOMO peduHaHcupaHe
(56.7%), cregBaHo om noasBaHusi oBbpgpadpm
(27.9%), ckoHmoBume (10.4%) u AombapgHu-
me 3aemu (5%). [lpegocmabenume om BHbB
cpegcmBa 3a peduHaHcupare Ha mbpeoBckume
Garku npe3 nbpBomo noayeogue Ha 1996 .
Bb3auzam obwo Ha 50 570 maH. AB., koemo e
2.85 nbmu noBeue om peduHaHcupaHemo 6
kpast Ha 1995 2, a B cmpykmypHo omHoweHue
Hal-20AsM € geabm Ha HeobesneueHomo pedu-
HaHcupaHe (92%), caegBaHo om AombapgHume
(6.8%) u ckonmoBume kpegumu (0.7 %).

lev deposits and foreign exchange sales and
purchases. Significant amounts of capital were
leaving Bulgaria through legal or illicit routes.

To avoid a banking crisis, the BNB was
becoming ever more involved in refinancing
operations. The Bank refinanced 19 of the 45
commercial banks in 1995, 11 of them within
agreed overdraft limits. Unsecured refinancing
took the lion’s share at 56.7 per cent, fol-
lowed by overdrafts (27.9 per cent), discount-
ing (10.4 per cent), and Lombard loans (5
per cent). In early 1996, the BNB disbursed
50,570 million levs on commercial bank refi-
nancing: 2.85 times more than in late 1995,
with unsecured financing again leading at 92
per cent of this sum, with Lombard loans at
6.8 per cent and discount loans at 0.7 per
cent.

Attempting to force a recovery, in late
1995 and early 1996 the BNB bought several
bank’s equity for one lev due to lack of
statutory provisions for declaring banks insol-
vent.

Serious liquidity problems at some
banks, clearly apparent at the close of 1995,
failed to vanish in early 1996 and began
spreading apace. Using monetary policy to
restrict real incomes and rates of employ-
ment was a mere palliative for reform; worse,
the practice sullied the Bank’s name as the
conduit of effective independent monetary
policy. Confidence in the banking system was
seriously shaken for the first time since the
Second World War.

At that time Bulgaria was isolated from



B kpast Ha 1995 2 u Hauaromo Ha 1996 2.
nopagu Auncama Ha 3akoHoBu BbamoxkHocmu
3a 00s16s16aHe Ha Ganku B HecbcmosimeAHocm
BHB uskynyBa cpewy eguH Aeb uau nog gpy-
2a ¢dopma Hskoako mwbpeoBcku Hanku ¢ uea
o3gpaBsiBaHe Ha GankoBama cucmema.

[Mpe3 nbpbama norobuna Ha 1996 2
HenpeogoAeHume cepuosHu AukBugHu 3ampyg-
HeHust 6 Hskoako mbpeoBcku Ganku, sicHo us-
paseHu owe 6 kpas Ha 1995 2, npugobuBam
AaBuHooOpaseH xapakmep. V3noasBaHemo Ha
napuyHama noaumuka kamo uHcmpymeHm 3a
uskycmBero ygbpkaHe pabHuwemo Ha pe-
aAHUme goxogu u 3aemocmma npu ¢akmu-
yecka Aunca Ha pedopmu B peaarust cekmop
camo nogkonaBa goBepuemo 8 ueHmpasHama
Oanka u Bb8 BbamokHocmume U edpekmub-
HO ga npoBexkga camocmosimeAHa napuyHa
noaumuka. 3a nbpBu nbm creg Bmopama
cBemobBHa BolHa goBepuemo B OGarkoBama
cucmema e cepuosHo paskaameHo.

Npe3 mo3u nepuog nopagu usoAupaHe-
mo Ha bbacapus om mexkgynapogHume u-
HaHcoBu naszapu u caabusi npumok Ha uyk-
gecmpanHu uHBecmuuuu ocHoBeH usmouruk
Ha BaaymHu pesepBu ca 3aemume om MBO.
Te gaBam BbamokHocm Ha BHB ga peeyaupa
konebaHusima Ha BaaymHusi nasap u ga npo-
Bekga BaaymHa noaumuka. Caeg kamo ne-
musim mpaHw om [V-mo cmabuAuzauuoHHO
cnopasymerue ¢ MBMD e cnpsiH nopagu Heus-
NbAHEHUE Ha noemume om Obacapcka cmpa-
Ha aHeakumeHmu, npe3 1995 2. npaBumeacm-
Bomo He nognucBa HoBo cnopasymeHue, c
koemo oduuuarHomo BbHWHO ¢uHaHCUpaHe

international financial markets and received a
mere trickle of foreign investment. The major
source of foreign currency reserves was the
IMF, whose loans gave the BNB the chance
to regulate the foreign currency volatility mar-
ket and to pursue a foreign exchange policy.
When the fifth tranche of the Fourth Stand-by
Agreement with the IMF was halted due to
Bulgarian evasion of negotiated commitments,
the government did not sign a new agree-
ment in 1995 and formal external financing
dried up.

A new agreement was only contracted
in July 1996 — for financing under it to halt
after the first tranche due to Bulgarian failure
to wind-up loss-making state companies.

Meanwhile, the nation was squaring-up
to relatively large external debt repayments.
Though the timescale of these payments was
known in advance, the government held back
on IMF and World Bank commitments and
failed to privatise large companies capable

VhpaBumensm Ha bHb T. Braueb
U MUHUCMBPLM Ha (puHaHcume
Cm. AnekcangpoB Ha eoguwHama

The BNB Governor T. Valchev and
Minister of Finance St. Alexandrov
at the Annual Meeting of the World
Bank and IMF, Madrid, 1994
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pezoBopu 6 bHb no IV-mo cma-
buauzayuoHHO cnopasymeHue
¢ MB®, 12 cenmemBpu 1995 2

Negotiations on the Fourth
Stand-by Agreement with
the IMF, BNB, 12 September 1995
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Ha cmpaHama e npekpameHo.

EgBa npe3 toau 1996 2 e ckaoueHo
HOBO cnopasymeHue, HO cAeg nbpbust mpaHw
¢duHaHCcupaHemMo nNO He20 CbWO € 3ampaseHo
nopagu HeusnbAHeHue om bbazapusi Ha kaay-
3u, cBbp3aru ¢ aukBugupare u usoaupaHe Ha
2ybewu gbpkaBHu npegnpusimus.

CbwebpemeHHo cmpaHama caegba ga
uzbbpwu cpaBHUMEAHO 20AeMU nNAAWAHUS NO
BbHWHUS cu gbre. Makap ue 2padukbm Ha me-
3u naawaHus e npegbapumenro usbecmen,
npaBumeacmBomo 3abaBs cnopasymeHusima
¢ MB® u CBemoBrnama 0Oarka u He npuBa-
musupa 20aemu cmonatcku obekmu, koumo
buxa mozau ga npuBaekam uykgecmpanHu
unBecmumopu. [lopagu 3acuaBawomo ce
noaumuyecko HanpekeHue, cBbp3aHo ¢ npeg-
cmosiwume  npesugedmcku  uzdbopu, unBec-

of attracting foreign investors. Growing politi-
cal tensions centred on the coming presiden-
tial election further worsened the investment
climate. BNB international reserves fell to a
critical level which allowed neither normal
servicing of foreign debt, nor the conduct of
any effective foreign exchange policy.

In May and June 1996 the BNB placed
five banks under conservatorship, the domino
effect leading to a collapse in whatever trust
was left in the banking system. Mass runs on
deposits followed, accompanied by wholesale
currency substitution. Banks with the worst
liquidity problems failed to withstand the test
of confidence. In September the BNB placed
another nine banks under conservatorship. On
the foreign exchange market, supply dried up
and demand grew apace: firm expectations




muuuoHHuUsim kaumam 6 cmpaHama ocmaBa
HebAazonpusimeH. PaBHuwemo Ha BaaymHu-
me pesepbu Ha BHB cnaga kpumuuno u He
nozBoasiBa HUMO HopmaaHo obOcaykBaHe Ha
BbHWHUS gbAZ, HUMO CaAMOCMOSIMEAHO NPO-
Beckgane om BbHB Ha edekmuBHa BarymHa
noAumuka.

[Mpe3 mad u toHu 1996 2 bBHb nocmabs
nog ocobeH Hagsop nem Oanku, koemo no
NpuHUUNa Ha gomuHomo okoHuameAHo cpuBa
goBepuemo 6 GankoBama cucmema. Hacmb-
nba macoBo meeaere Ha Bro206e u Bceobwa
BarymHa cybcmumyuusi. bankume ¢ Had-eo-
Aemu AukBugHu 3ampygHeHust He usgbpykam
kpusama Ha goBepue. B pesyamam npes cen-
memBpu BHB nocmabs nog ocobeH Hagzop
owe gebem Oanku. Peakuusima Ha BaaymHus

of lev devaluation and of an inflationary spike
made history of the stable exchange rate.
Amid a lack of foreign currency reserves
to calm the crisis, the BNB made a failed at-
tempt to stabilise foreign currency market and
prices by raising the base rate to 9 per cent
and then to 25 per cent per month. This in
turn burdened the state budget, boosted infla-
tionary pressure and led to defaults on loans,
without managing to prevent lev devaluation.
In late 1996 pressure on the lev became in-
surmountable. The exchange rate was out of
control and the lev fell by the hour (by 103.3
per cent between late October and late De-
cember). The foreign currency crisis and the
attendant crisis of the entire financial sector
were amplified by political instability stem-

Yrenobeme Ha YC u pvkoBogHusm
nepcoran Ha bHb,
creq 17 1oau 1996 2

The Governing Council and
managing staff of the BNB,
after 17 July 1996
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nasap e pssko cBuBare Ha npegaazaHemo u
3acuareHo mbpcere, a Bucokume ouakBaHus 3a
obesueHsiBaHe Ha AeBa u 3a ckok Ha uHprauu-
sma ,B63puBsBam” Barymrusi kypc.

Mpu Auncama Ha Baaymuu pesepBu 3a
ykpomsiBare Ha kpusama BHB npabu Oesyc-
neweH onum ga cmabuausupa BarymHusi na-
3ap u ueHume upe3 nobuwabaHe Ha OCHOB-
Hust AuxBeH npoueHm Ha gbe cmbnku go 9%
u 25% meceuno, koemo Ha cBol peg go-
nbAHUMeAHO HamoBapBa Oiogkema, 3acunbBa
uHdAauuoHHust Hamuck u goBexkga go npek-
pamsiBaHe obcaykBanemo Ha kpegumume,
Oe3 ga ycnee ga cnpe obesueHsiBaHemo Ha
AeBa. [lpe3s eceHma Ha 1996 2 Hamuckbm
Bbpxy AebBa cmaBa Heygbpkum. Baaymuusim
kypc e Hekonmpoaupyem u AeBbm noeBmu-
HsBa c uvacobe (om kpasi Ha okmomBpu go
kpast Ha gekemBpu — cbc 103.3%). Kpusama

Niobomup MDurunob
Lyubomir Filipov

25 cenmemBpu 1996 2 —
bHb nocmabs

nog ocobex Hagzop

9 mypeobcku barku

25 September 1996 —
the BNB placed under
conservatorship

9 commercial banks
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ming from the cabinet’s resignation. A sponta-
neous dolarisation accompanied the collapse
of the lev, with economic players preferring
to settle bills in cash and in foreign exchange.
The first signs of hyperinflation were palpable.
To calm the foreign currency market, the BNB
took resort in tightening statutory controls®,
achieving no significant effect.

Against the background of a currency
crisis and economic destabilisation in late
1996, the IMF declared that it saw no way of
stabilising the Bulgarian economy other than
the adoption of the singularly radical solu-
tion of a currency board. Since external debt
obligations imperatively called for external fi-
nance, Bulgaria was unable to ignore the IMF.
The BNB had to commence technical and
statutory work on a currency board (Governor
Lyubomir Filipov, January 24th, 1996 to June

AN Ky

49 Between October 31st, 1996 and January 31st, 1997 super-
visory inspections led to the BNB revoking the licences of 43
finance houses and 46 exchange bureaux for exchange control
breaches.



Ha BaaymHusi nasap u nocaegBarama kpusa
Ha ueAust ¢uHaHcoB cekmop gonbAHUMEAHO
ce 3acunBam om noaumuyeckama Hecmabua-
Hocm, cBbp3aHa ¢ ocmaBkama Ha npaBumea-
cmBomo. YcnopegHo ¢ obe3ueHsiBaHemo Ha
AeBa ce usbbpwba cnoHmanHa goAapusauust u
ukoHomuueckume azeHmu npegnouumam ga
ce pasnaawam c Baayma 6 Gpoi. 3abeaszbam
ce nbpBume npusHauu Ha xunepuHgArauusi.
3a ga ycnokou BaaymHusi nasap, BHE npu-
OsieBa go 3amsieaHe Ha HopmamuBHusi koHm-
poA Bbpxy yyacmuuuume Ha nasapa®, Ho 6e3
0cobeH ycnex.

Ha ¢oHa Ha BaaymHama kpusa u gec-
mabuauzauusima Ha cmonaHcmBomo 6 kpas
Ha 1996 2 MBO 3asnBs8a, ue He Bukga gpye
HauuH 3a cmabuAusupaHe Ha Obacapckama
ukonomuka ocBen BbBexkgaHemo Ha kopeH-
HO pasAUYHa cucmema — napuueH cbbem. Tobl
kamo nocpewaremo Ha 3agbakeHusima no
BbHWHUS gbAe umnepamuBHo usuckBa BbHW-
HO ¢uHaHcupaHe, cmpaHama He moxke ga He
ce cbobpasu cbc cmaHoBuwemo Ha MBO.
ToBa nocmabBs npeg BHE (ynpabumen Aiobo-
mup DuaunoB, 24.1.1996-10.V1.1997) 3agaua-
ma ga 3anouyHe paboma no mexHuvyeckama
u HopmamuBHama nogeomoBka 3a BvBekga-
Hemo Ha napuueH cbBem, a cbwo, makap
u HesiBHO, u no konuenmyaaHusi Bbnpoc 3a
usbopa Ha nogxogsiw, BarymeH pexkum npu
npexoga kbm nasapHa ukoHomuka.

B Hauaromo Ha 1997 2 kpusama ce
paspacmBa nopagu OmAazaHemo Ha aHmu-
kpusucHume mepku u noaumuueckama Hec-
mabuAHocm, nopogeHa om ocmabBkama Ha npa-

28 Om 31 okmomBpu 1996 2 go 31 smyapu 1997 2 caeg
usbbpwenu npobepku BHb omuema AuueHzume Ha 43 ¢uHan-
cobu kbwu u 46 obmenHu Giopa 3a HapyweHusi Ha BaymHust
pekum.

10th, 1997) and to evaluate the conceptual
options of a suitable foreign exchange regime
for the transition to a market economy.

In early 1997 the crisis spread due to
the postponement of measures to counter it
and the political tumult caused by the cabi-
net’s resignation, National Assembly paralysis,
and mass protest. The collapse of the lev
was followed by a powerful inflationary wave,
with the dollar rate reaching 3000 levs. It was
only after the dissolution of the National As-
sembly that the new caretaker cabinet passed
stabilising measures, signed a new stand-by

Obcagama Ha HapogHomo
cvoparue, 10 sHyapu 1997 2
The siege of the Parliament of
10 January 1997 — the peak
of sitizens’ discontent of

the socialist government
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BumeacmBomo, napaauzupaHemo geuHocm-
ma Ha HapogHomo cbbpaHue u macoBume
npomecmu Ha HaceaeHuemo. ObesueHsiBaHe-
mo Ha AeBa e nocaegBaHo om mowHa uHAQ-
uuoHHa BbAHa, a BaaymHusm kypc gocmuea
pabruwe om 3000 AB. 3a goaap. Egba caeg
pasnyckaHemo Ha HapogHomo cbbpaHue Ho-
BoHazHaueHomo cAykebHO npaBumeacmBo
npoBexkga mepku 3a cmabuausauusi, nognuc-
Ba ¢ MBMD HoBo cmabuauzauuoHHO cnopasy-
meHue 3a BbbexkgaHe Ha napuueH cbbem u
ycnsiBa ga ycnokou BaaymHusi kypc Ha paBHu-
we om 1500 AB. 3a goaap. C moBa Bmopa-
ma BaaymHa kpusa e oBaagsiHa, HO Ha HOBO,
mBbpge Bucoko pabHuwe Ha ueHume u Ha
kypca Ha goaapa kbm aeBa.

agreement — involving the launch of a cur-
rency board — with the IMF, and managed to
calm the exchange rate at 1500 levs to the
dollar. This marked the harnessing of the sec-
ond currency crisis, at new and rather higher
price and dollar rates.

IMF pressure for strict financial disci-
pline led to a recovery involving declaring
decapitalised banks insolvent, while the head-
long dive of the lev against convertible cur-
rencies improved the balance sheets of banks
with dominant market shares and enhanced
their capital indicators.

The 1996/'97 crisis marked the start of
structural changes required to effect the tran-
sition to a market economy and assisted the



Taka nog Hamucka Ha MB® 3a Hana-
2aHe Ha cmpoea ¢uHaHcoBa gucuunauHa B
6aHkoBama cucmema ce usBbpwBa 03gpabu-
meAeH npouec upes 00sBs8aHe Ha gekanu-
maausupaHume OGarku 8 HecbcmosimeaHocm,
a 2raBoromHomo  obesueHsiBaHe Ha AeBa
cnpsimo konBepmupyemume Baaymu Bogu go
o3gpaBsiBaHe GaraHcume Ha Oankume c go-
MUHUpaW, hazapeH gsia u nogobpsiBa kanuma-
AoBume um nokasameau. OcBen moBa kpu-
3ama om 1996-1997 2 nocmabs Hauaromo
Ha cmpykmypHume pedopmu, Heobxogumu
3a ocbwecmBsBaHe Ha npexoga kbm nasapHo
cmonaHcmBo, nognomaza usbbpwbaHemo Ha
boaesHeHama ,npomsiHa B ncuxonozuueckume
HazAacu Ha obwecmBomo u npuemaHemo Ha
¢dakma 3a mexkkama u HeusbexkHa ueHa Ha
ukonomuueckume pedopmu“?.

Om 1997 2 6 cmpaHama e BbBegeH
napuyeH cbbem - pekum Ha aBmomamuuna
napuyHa noaumuka, ocueypsiBaw, HeobOXxogu-
mama 3a ukonomukama npegBugumocm 8
ouakBaHusima Ha ukoHomuueckume azeHmu.
Tol npegcmabasBa He camo cmaduAU3aUUOH-
Ha mspka, Ho u 3akoHoBo cpegcmBo 3a Hana-
2aHe Ha ¢uHaHcoBa gucuunAuHa U nasapHo-
opueHmupana mbpzoBcka kyamypa Ha Bcuuku
cmonancku cybekmu. [lMapuunume 3agbake-
Hus Ha BHB BkaouBam Bcuuku emumupanu
om bHbB 6arkHomu u moHemu 6 obpaweHue,
kakmo u Bcuuku HaauuHocmu no cmemku 8
BbHB ¢ uskaoueHue Ha cmemkume Ha MBO.
Cneuuduka Ha napuuHusi cbBem B Bbazapus
e, ue mol ocueypsiba nokpumue He camo Ha
H6aHkHomume u mMoHemume, HO U Ha geno-

29 CumeonoBa, E. TeopemuueH mogea Ha noaumuueckama kpusa
8 Bbaeapus, 1996-1997 2 — Ukonomuuecku aamepHamuBu,
2007, ku. 5, c. 110.

painful “alteration of public psychology and
acceptance of the fact that a heavy but un-
avoidable price had to be paid for economic
reform”*°.

A currency board was launched in 1997.
This monetary regime provided the price sta-
bility needed by the economy by placing the
duty for it onto a central bank independent
in both statute and practice. The board was

50 CumeonoBa, E. [Simeonova, E.] “Teopemuuen mogea Ha
noaumuyeckama kpusa 6 bwrcapus, 1996—1997 2" [A Theoreti-
cal Model of the Bulgarian Poltical Crisis, 1996-1997], in
Vkoromuuecku armepramuBu  [Economic  Alternatives], 2007,
No. 5, p. 110.

bwaeapcku barknomu u moremu,
emucuu 1996 u 1997 2

Bulgarian banknotes and coins,
ssues 1996 and 1997
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Czpagama Ha ynpabreHue : = g j '
,bankoB Hagsop” Ha bHb . : '-_

The BNB Banking Supervision
Department building
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3uma Ha npaBumeacmBomo u Ha pesepBu-
me Ha mbpeobckume Ganku. Onumbm om
6aHkoBama kpusa, npegxokgawa BbBexkga-
Hemo Ha napuuHus cbBem, nokasBa, ue cma-
buaHocmma Ha bankume e om cbhbwecmbeHo
3HauYeHue u 3a HezoBama >kusHecnocobHocm.
BbB Bpbska c moBa ce cv3gaba cuaHa 3ako-
HoBo DOasupaHa cucmema 3a H6aHkoBo peeyau-
paHe. [lopagu cbwecmByBawama HagsopHa
uHdpacmpykmypa BHB ce okasBa Hal-nog-
xogsgwama uHcmumyuusi 3a ynpaxkxsiBaHemo
Ha me3u peeyrnamuBHu ¢pyHkuuu.
Bbacapckusim napuuen cebem ¢opmupa
noumu ueAust cu ceHbopak om AuxBu no
akmuBume u camo manka HezoBa uacm e
om komucuonu. Lo ce omHacs go koHBep-
mupyemocmma Ha HauuOHaAHama napuyHa
eguHuua, HesaBucumo om nbAHama koHBep-

,&.}Id’;_z‘

.mrd_“

not only a stabilising measure, but also a
means of imposing financial discipline and
market-oriented commercial culture on all
economic agents. BNB monetary obligations
included all circulating banknotes and coinage
issued by the Bank, and all BNB account bal-
ances except those of the IMF. A peculiarity
of the Bulgarian currency board was that it
covered banknotes, coins, and deposits (the
government’s deposit and commercial banks’
reserves).

The experience of the banking crisis
preceding currency board launch showed that
bank stability was significant to board viability.
This led to the emergence of a tough bank
regulation system. The existing supervisory in-
frastructure rendered the BNB the most suit-
able office to exercise regulatory functions.

-~



mupyemocm Ha mekywama cmemka Ha naa-
mexkHusi 6araHc, npe3 nbpBume gbe z2oguHu
om BbBexkgaHemo Ha napuuHusi cbBem ObA-
2apckusim AeB He e HanbaHO koHBepmupyem
nopagu cbwecmBybawume ozpaHuueHus 3a
cgerkume no kanumanoBama cmemka, nopo-
geHu om npuAazaHemo Ha cmapusi 3akoH 3a
cgerkume ¢ BaaymHu ueHHocmu u 3a Baaym-
Hust koHmMpoa.

OcHoBHume npegumcmBa Ha pekuma
Ha napuueH cbbem ca npospauHocmma, us-
BbpwBaHemo Ha Obp3a napuuHa pedopma,
napuyHama noAumuka, ©GasupaHa ususAO Ha
npaBuna, koemo oepaHuuaba uHdpaauusma,
npegnasBa om noaumuuecku Hamuck u ce
noasBa cpeg odbwecmBomo ¢ Bucoka cmenen
Ha goBepue. OcHoBHomo npaburo npu na-
puuHusi cbbem e ozpaHuuabaHe pasmepa Ha
emucusma Ha pesepBHU napu go mo3u Ha
npumekaBaHume uykgecmpaHHu BarymHu
pesepBu. bbaeapckusim BapuaHm Ha napuueH
cbBem npegBukga BbvamokHocm 3a duHaH-
cupaHe Ha mbpeoBckume Ganku go pasmepa
Ha npeBuwernuemo Ha BaaymHume pesepbBu
Hag napuuHume 3agbaikeHust Ha ynpabaenue
,EMucuoHHO”, HO camo npu cucmemeH puck
u npu cnasBaHemo Ha cmpoeu usuckBanus
3a Buga u kauecmBomo Ha npegocmaBsiHo-
mo obe3neuerue. bHb He moke ga omnycka
Ha gbpkaBama kpegumu nog kakBamo u ga
buro popma ocBeH kpegumu 3a cmemka Ha
nokynku Ha cneuuaanu npaba Ha mupak om
MB®. He ce gonycka BkaouBanemo 8 pe-
3epBume U Ha ueHHU kHuka, emumupaHu uau
2apaHmupaHu om ObAcapckama gbprkaba. 13-

The Bulgarian currency board derived
almost all its seignorage from interest on as-
sets, with a minor share from commissions.
As regards national currency convertibility,
despite the full convertibility of the balance
of payments current account, over the cur-
rency board’s initial two years the lev was not
completely convertible due to restrictions on
capital account transactions in the former Law
on Exchange Valuables Control.

The currency board’s main benefits
were transparency, rapid monetary reform,
monetary policy based entirely on rules, free-
dom from political pressure, freedom from in-
flationary factors, and high public confidence.
The principal currency board rule was that
money issues were capped by international
reserves. The Bulgarian board allows commer-
cial bank financing to the extent of excess of
foreign currency reserves over foreign liabilities
of the BNB Issue Department, but solely if
there was a liquidity risk to the entire system,
and to strict rules on the type and quality of
pledged security. The BNB could not lend to
government under any pretext except for IMF
Special Drawing Rights purchases. Securities
issued or guaranteed by the Bulgarian gov-
ernment could not be regarded as reserves.
The Ministry of Finance did have leeway to
conduct operations similar to those on the
open market, with the BNB acting as its agent
for government and government-guaranteed
debt. Reserve management played a key part
in currency board performance: guaranteeing
complete foreign exchange cover of the Issue
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CBemocnab labputicku
Svetoslav Gavriiski
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Becmna BbamoxkHocm 3a usBbpwbaHe Ha one-
pauuu, nogobHU Ha me3u Ha omkpumus na-
3ap, e gageHa obaue Ha MunHucmepcmBomo
Ha ¢uHaHcume, kamo BHB geticmBa kamo
He208 azeHm no gbpkabHume u no gbprkab-
HOzapaHmupaHume gba2obe. Onepauuume
no ynpabaeHue Ha pesepBa uezpasm kaiouoBa
poAsi 3a ¢pyHkuuoHupaHemo Ha napuyHusi Cb-
Bem u umam 3a ueA ga 2apaHmupam NbAHO
Baaymuo nokpumue Ha napuuHume 3agbake-
Hus Ha ynpabaeHue ,EmucuoHHO” c kauecm-
BeHu uykgecmpanHu akmuBu, HeoepaHuueH
obmeH Ha HauuoHarHa B pesepBHa Baayma
U 20guwHO npeBuweHue Ha npuxogume Hag
pasxogume Ha Oankama. [MpegBugeru ca u
CAegHUME O2PaHUYEeHUsl 3a onepauuume no
ynpabaeHue Ha pesepba: paspewaba ce us-
noasBaHemo Ha Bcuuku koHBepmupyemu
uykgecmpanHu  Baaymu, BaaymHomo  Hech-
omBemcmBue B OGaaaHca 3a Bcska uykgec-
mparHa Baayma, pasauuHa om eBpomo®, He
moxke ga HagxBbpast 2% u gonycmumume ak-
mubu Bkaoubam 3aamo, danknHomu u mowe-
mu, cpegcmBa no cmemku B8 uykgecmparHu
ueHmpaaHu Oawku uau ¢unaHcoBu uHCMu-
myuuu, gba2oBu uHCmpymeHmu u gozoBopu
3a obpamuo uskynyBane, npu koemo Bcuuku
3agbrkeHus mpsioBa ga ca oueHeHU C egHa
om gBeme Hal-Bucoku ouerku Ha gBe mexk-
gyHapogHO npusHamu azeHuuu 3a kpegumen
petmuHe.

3aegHo ¢ npemunabanemo kbm napu-
yeH cbbem ca npuemu HoB 3akoH 3a Oaw-
kume, 3akoH 3a eapaHmupare Ha BrozoBeme
6 ©Gankume u HoBu Hapegbu 3a ocbwecm-

30 CbenacHo 3akowHa 3a BHB om 1997 2, ¢ kotimo 6 Bbbazapusi
ce ycmaroBsBa peckum Ha napuuen cbbem, nbpBoHauaaHo 3a
Baryma-komBa e usbpara eepmarckama mapka.

Department’s monetary obligations with qual-
ity international assets, unlimited change of
national into reserve currency, and an annual
surplus of Bank revenue over spending. Re-
serve management was subject to restrictions:
any convertible currency was good, but rate
variations between currencies other than the
euro® had to be within 2 per cent. Admissible
assets included gold, banknotes and coinage,
balances in foreign banks or financial institu-
tions, debt instruments and repurchase agree-
ments. Moreover, all obligations had to be at
the two highest appraisals of two internation-
ally recognised credit rating agencies.
Currency board launch involved passing
a new Law on Banks, a Law on Bank Deposit
Guaranty, and new statutory instruments on
bank supervision with requirements on capi-
tal adequacy, liquidity, and credit exposure
tighter than the average international level

CBOI'OM, HY(IN!

FAREWELL TO NOUGHTS

51 Pursuant to the 1997 Law on the BNB, establishing a cur-
rency board in Bulgaria, the German mark was used as a
reserve currency.



BsBaHe Ha Hagsop Bbpxy kpegumHume uHc-
mumyuuu, pezaameHmupawu no-Bucoku om
mexkgyHapogHo npuemume usuckBaHusi 3a
kanumanoBa agekBamuocm, aukBugHocm u
kpegumHu ekcnosuuuu (ynpaBumea CBemoc-
AaB TaBputicku, 11.VI.1997-8.X.2003).

[Mpes 1998 2 [lleyamHuuama Ha bHb,
useparkgaHa 6 npogbakeHue Ha nem 20quHu,
Bausa B ekcnaoamauust u 3anouBa ga neuama
Obreapckume H6ankHomu u ueHHu knudka.

Mo pewenue Ha YnpabumeaHus cb-
Bem Ha BHB u Ha MunHucmepckusi cbBem
(6.VIIL.1998 2) om 1 toAu 1999 2 ce u3bbpw-
Ba geHomuHauusi Ha AeBa, kamo 1000 cma-
pu aeba (BGL) ce 3amensm 3a 1 HOB aeb
(BGN).

C BbBekganemo Ha napuuHus cbbBem
Bbacapusi peaausupa BakHo npegumcmBo u
usuckBare kem napuuHama noaumuka om
2rAegHa mouka Ha nomeHuuaAa Cu 3a UAEH-
cmbBo B eBposonama. CbC cbzgabaHemo Ha
ebpomo — 1 gaHyapu 1999 2 — cbeAacHO pas-
nopegbume Ha 3akoHa 3a BHBb ueHmpasHa-
ma 0Oanka Ha Bbacapusi npuema eBpomo 3a
pesepBra Baayma u YnpaBumeAHusm U Cb-
Bem onpegenas Heommernumo ¢ukcupan kypc
om 1.95583 Aeba 3a ebpo. Cmpanama ocBen
moBa ce omkasBa om npeobaagaBawama
yacm om nosHamusi 8 gpyeu cmpaHu UHC-
mpymeHmapuym 3a npoBekgaHe Ha napuuHa
noaumuka u ocmaBsi Ha ueHmpaAHama cu
6anka konmpoa Bbpxy gBa uHcmpymenma —
onpegeAsiHe Hopmama Ha 3agbAkumeAaHume
MUHUMaAHU pe3epBu Ha mbpeobckume OaH-
ku u msaxHomo pedunarcupare 6 cayuad Ha

(Governor Svetoslav Gavriiski, June 11th, 1997
to October 8th, 2003).

After five years in construction, the
BNB printing house began to print Bulgarian
banknotes and securities after commissioning
in 1998.

On August 6th, 1998 the BNB Gov-
erning Council and the Council of Ministers
agreed to redenominate the lev on July 1st,
1999 at 1000 old levs (BGL) to one new
lev (BGN).

Launching its currency board, Bulgar-
ia gained a major advantage and moved its
monetary policy significantly closer to euro
area membership requirements. As the euro
launched on January 1st, 1999, it became the
reserve currency, the BNB Board setting the peg

[leyamHuuama Ha bHbB, 1998 2
The BNB Printing Works, 1998
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BhegpsiBa ce cnpaBoutusm
uHgekc Aeorua — gpye uncm-
pymenm Ha mexgybarkoBusi
napuyeH nasap caeq
Cogubop u Copubug,

27 okmomBpu 2004 2

The implementation of LEONIA,

the next new money

market instrument, following
SOFIBOR and SOFIBID,
27 October 2004
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cucmemen puck, 3acseaw, cmabuaHocmma Ha
6aHkoBus cekmop. Upes dukcuparus kypc Ha
AeBa kem eBpomo caeg 1997 2 Bbacapusi na-
cuBHo caegBa napuuHama noaumuka Ha gbp-
*kaBume — uaenku Ha eBposzonama, ¢ koemo
npemaxba HeonpegeaeHocmma, 3ampygHsBa-
wa ¢yrkuuoHupaHemo Ha ukoHomuueckume
azeHmu.

Mpes 2003 2 BHB Bbbexkga 6 ekcnao-
amauusi Cucmemama PVIHIC 3a GpymeH ce-
MbAMEHM Ha nAawaHusima 6 peaaHo Bpeme,
kosimo e unmezpupaHa c ¢yHkuuoHupawu-
me 6 cmpaHama cucmemu 3a nAawaHus Ha
gpebHo, kamo BVCEPA, BOPVKA u CEBPA.

[Mpu npezoBopHusi npouec ¢ EBponeu-
ckama komucusi bbrcapusi noema aHeakumen-
ma ga omeoBopu u Ha gpyeo BakHo npe-

at 1.95583 levs to it. Bulgaria also renounced
a good many monetary policy tools, leaving
its central bank in charge of only two: setting
banks” minimum required reserves, and powers
to refinance banks if systemic risk imperils the
banking sector. The lev/euro peg meant that
since 1997 Bulgaria trailed euro area monetary
policy, dispelling economic agents’ uncertainty.

In 2003 the BNB commissioned RINGS
(Real-Time Interbank Gross Settlement Sys-
tem) which is integrated into real operating
systems in Bulgaria: BISERA (Banking Inte-
grated System for Electronic Transfers), BO-
RICA (Banking Organisation for Payments
Initiated by Cards) and SEBRA (System for
Electronic Budgetary PAyments).

At accession negotiations with the Eu-




gusbukameacmBo — ga ezapaHmupa HeszaBucu-
mocmma Ha bHB 86 Bcuuku HeliHu acnekmu:
UHCMUMYUUOHHa, ¢uHaHcoBa U nepcoHaAHa
(Ha ureHoBeme Ha YnpaBumeaHus cbBem),
npegu gamama Ha ¢pakmuueckomo uaeHcm-
Bo 6 EBponetickus cbio3. C npuemume npes
sHyapu 2005 2 (ynpaBumea WBan Vckpo8,
om 9.X.2003) usmeHeHus u gonbAHeHus 6
3akoHa 3a BHB cmamymbm Ha ueHmpaaHa-
ma Oarka e npuBegeH 8 cbomBemcmBue c
usuckBanusima Ha AozoBopa 3a cb3gaBaHe Ha
EBponetickama obwpocm. Caeg ycnewHomo
npukaiouBare Ha npezoBopume 3a ureHcmBo
Ha bbacapus 6 EBponelickusi cbioz moBa e
nopegHama BakHa cmbnka kem uHcmumyuu-
OoHHa U ¢uHaHcoBa HezaBucumocm Ha BbHbB
om npaBumeacmBomo. lMpomerume B 3ako-
Ha pezrameHmupam nepcoHaAHama HesaBu-
cumocm Ha uaeHoBeme Ha YnpaBumeaHusi cb-
Bem, koemo 2apanmupa, ye popmyaupaHemo
u npoBexkgaHemo Ha napuuHama noaumuka
Ha bHE 6 ycaoBugama Ha napuuen cbBem we
cbgedcmBam 3a nocmuzaHemo Ha HelHama
ocHoBHa ueA u Hsma ga 6bgam nogBaacmmu
Ha noaumuuecku Hamuck. CbweBpemeHHo Ha
BHB Beue e 3akoHoBo BmeHena omeoBop-
Hocmma 3a ueHoBama cmabuaHocm B cmpa-
Hama. Apyza ocHoBHa 3agaua npeg pvkoBog-
cmBomo Ha BHB cmaBa nogeomoBkama Ha
ueHmpaaHama 6aHka 3a nbaHONpaBHO uAeHc-
m6o 6 eBposzoHama.

BbB Bpb3ka ¢ masu cBos omeoBop-
Hocm npes 2004 2. YnpaBumearnusm cbbem
npuema Cmpamezust 3a pasbumue Ha bHb
go 2009 2, B kosimo 3asBs6a Boasma cu

ropean Commission, Bulgaria was seen to
fulfil another important challenge: that of
guaranteeing BNB independence in all its
aspects (institutional, financial, and personal
as regards Governing Council members) prior
to European Union accession. January 2005
amendments to the Law on the BNB (Gov-
ernor Ivan lIskrov, October 9th, 2003 to date)
brought the Bank’s status into line with the
Treaty on European Union. After the successful
conclusion of accession negotiations, this was
a successive major step to BNB institutional
and financial independence from government.
The amendments stressed Governing Council
members’ personal independence, guarantee-
ing that BNB monetary policy formulation
and implementation under a currency board
would promote Bank objectives, rather than
bend to political pressure. The amendments
also tasked the BNB with ensuring national
price stability. Another key task of BNB man-
agement was the central bank preparation for
the full membership in the euro area.

WBan Vickpob
Ivan Iskrov

Llesmpasama Ha ELIb 656
Opatkdypm Ha Maiin

The ECB building
in Frankfurt
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lpesugenmsm I [bpBaroB u
MUHUCMBP-Npegcegamesm

C. Cakczobyzeomcku nognuc-
Bam AozoBopa 3a npucbequHs-
Bane Ha bvreapusi kem EC,

25 anpua 2005 2

The President G. Parvanov and

Prime-ministrer of Bulgaria

S. Saxe-Coburg-Gotha signing
the Traty of Accession

to the EU, 25 April 2005

176

ga cbgetcmBa 3a npucbeqguHsBaHemo Ha
bbacapust kbm Baaymen mexanusem Il 8b6
Bb3mokHume Hat-kpamku cpokoBe, kamo
egHOoCcmpaHHo ce 3agbakaba ga noggbpika
napuyHusi ckbem go npuemaHemo 6 eBpo-
30Hama npu 3anasBaHe Ha cbwecmByBa-
WOmMoO pa3sMeHHO CbOmMHoweHue Ha AeBa
kbm eBpomo. BHB ce npugbpka kbm on-
pegereHama om EBponetickama komucus
u EBponetickama uenmpanna b6anka (ELLB)
pamka, kosimo uskaouBa BbamokHocmma
32 egHOCMpaHHO npemuHaBaHe Ha cmpa-
Hama kbm eBpomo.

Bb3 ocHoBa Ha npuemama cmpamezusi
cbwo npes 2004 2 mexkgy BHB u npaBumea-
cmBomo e nognucaHo CnopasymeHue 3a Bb-
BeckgaHe Ha eBpomo B Penybauka Bbacapus.
B usnbAHeHue Ha aHzakumeHmume no Heeo

. "

b’

Luxe

cérémor. = le sign
ité d'n ésion
B\ v 25 avril 20

In this connection, in 2004 the Gov-
erning Council adopted the Strategy for BNB
Development to 2009 which expressed the
will to assist Bulgaria’s joining Exchange Rate
Mechanism 1l (ERM 1) as soon as possible,
while assuming the unilateral duty of retain-
ing the currency board and the lev/euro peg
until euro area entry. The BNB was to adhere
to European Commission and European Cen-
tral Bank (ECB) framework ruling out unilateral
euro adoption.

Later in 2004, the Strategy formed the
basis of the Agreement between the Council of
Ministers and the BNB on the Introduction of
the Euro in the Republic of Bulgaria. The exec-
utive branch and the independent central bank
undertook to adopt the ERM Il framework and
ensure that Bulgarian membership in it would

ature du
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me gekaapupam, ue npuemam pamkoBusi mo-
geA Ha Baaymen mexaHusbm Il u we omc-
mosiBam uaeHcmBomo Ha bBbaapust B Hezo
ga Obge ocHoBaHo Ha 3anasbaHe pexkuma Ha
napuueH cbbem go BausaHe 6 eBposoHama
npu cbwecmByBawomo paBHuwe Ha ¢ukcu-
paHust kypc Ha Gbreapckust aeB (1.95583 aAeBa
3a eBpo). lMpu yyuacmuemo cu 6b8 Baayme
mexaHusbm Il Bbacapust Hsima ga ce Bb3noas-
Ba om Bb3mokHocmume 3a npomsiHa Ha pe-
kuma Ha Baaymuus kypc, we cnasu muHu-
ManHoO onpegeneHust 6 3akoHogameacmBomo
Ha EBponetickus cbio3z cpok 3a yuacmue 616
BaaymeH mexaHusbm I, kamo cBoeBpemerHo
npegnpueme Bcuuku Heobxogumu cmbnku no
npouegypama 3a uaeHcmBo 6 eBposoHama,
u we Bbbege eBpomo kamo HauuoHarHa na-
puyHa eguHuua om MomeHma Ha BausaHe 6
eBposoHama. [lopagu HampynaHama ymopa

rest on the currency board until euro area
accession at the rate of 1.95583 levs to the
euro. The sides assumed a unilateral Bulgarian
commitment that, once in ERM I, the country
would renounce the option of varying the rate,
would adhere to the European Union’s mini-

0312007

om paswupsibaHemo Ha eBpozoHama obaue
u Auncama Ha 2omobBHocm 6 EBponetickama
cucmema Ha ueHmpaaHume Oanku (ECLIB) 3a
npucbeguHsiBaHe Ha cmpaHu C nNapuyeH Cb-
Bem mosu npouec ce okasBa no-npogbaku-
meaeH om nbpBoHayarHume ouakBaHusi.

B npoueca Ha nogeomoBkama 3a npu-
cbeguHsiBare kem ECLIB BHB xapmoHusupa
HopmamuBHama 0asa Ha cmpaHama 3a ¢u-
HaHcoBusi u GankoBusi cekmop u npubBexkga
getiHocmma cu 6 cbombemcmbBue ¢ ebpo-
netickomo 3akoHogameacmBo u npakmuka 6
cpepama Ha cmamucmukama, 6arkoBusi Hag-
30p, ukoHomuueckume uscaegBaHusi u npoe-
HO3U, nAamekHUme cucmemu, emucuoHHama
getinocm, uHpopmauuoHHama uHdppacmpyk-

[MspBume usganus Ha ELIb
Ha bbAeapcku esuk

The first issues of the ECB
publications in Bulgarian
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lenepasnusm cvBem Ha ELIB,
2008 2 Ha mpemus peg (nemu
om gscHo Ha As160) e ynpaBu-
measm Ha bHb V6. Vickpo8

The General Council of

the ECB, 2008. The BNB

Governor Iv. Iskrov is in the 3rd

line (the fifth from right)
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mypa u komyHukauuoHHama cmpameausi.
Caeg nognucBanHemo Ha AozoBopa
3a npucbeguHsiBave Ha Penybauka bbaca-
pus kbm EBponetickusi cbio3 (25.1V.2005 2.
bHB noayuaBa cmamym Ha Habalogamen
6 ECLB. C nbaHOnpaBHomo uaeHcmBo Ha
cmpaHama 6 OO6wrocmma om 1 sHyapu
2007 2. ueHmpanHama Oanka Ha Bbacapus
cmaba uvacm om ECLB, a ynpaBumeasm
U — uneH Ha lenepanHus cbBem Ha ELLB.
CberacHo Ycmaba Ha ECLIB/ELIE  6cska
gbpkaBa-uaenka BHacst 7% om cBos gsa 6
kanumaaa Ha ELIb npu npucbeguHsBanemo
cu kem EC, a ocmanaaume 93% - npu
BausaHe B eBposoHama. AsroBeme Ha Ha-
UUOHaAHUMeE ueHmpanHu banku ce npemee-
Asam cnopeg ggaoBeme Ha cbomBemuume

mum term of ERM Il participation, would take
all requisite steps towards euro area member-
ship in good time, introducing the euro as the
national currency at euro area entry. However,
the accumulated concerns associated with the
euro area enlargement and the unclear view
for the accession of member states with a cur-
rency board has made the accession process
longer than expected.

In the run-up to European System of
Central Banks (ESCB) accession, the BNB har-
monised Bulgarian financial and banking stat-
ute with European legislation as well as bank
statistics, supervision, research and forecasting,
payments, issuing, information, infrastructure
and communication strategy.

After the June 25th, 2005 Treaty of Ac-



gbp’kaBu-urenku 6 obwomo HaceaeHue u
8 cvBkynHus BBIT Ha EBponetickust cbios 8
paBHU CbOMHOWEHUS Cb2AACHO gaHHUME,
npegocmabsHu Ha ELLB om EBponedcka-
ma komucus. Tezaama ce kopueupam Ha
Bceku nem 2oguHu u npu npucbequHsiBa-
He Ha HoBa gbpkaBa-urenka. Ha 1 siHyapu
2007 2 Bb6 Bpwska c npucveguHsBaHemo
Ha ueHmparHume Oanku Ha bBbacapusi u
PymbHus kbm ECLIE kanumanoBusm aazo-
pumbm Ha ELIB e npomeHeH, c koemo ge-
abm Ha BHB 6 kanumaaa na ELIB Bb3ausa
Ha 50.833 maAH. ebpo, npegcmabasbawu
0.8833% om cbBkynHusi kanumaa Ha ELLB,
m.e. BHB BHacs edpekmuBHo 3.561 MAH.

cession of the Republic of Bulgaria to the Euro-
pean Union, the BNB obtained ESCB observer
status. Bulgarian accession to the Community
on January 1st, 2007 made the nation’s cen-
tral bank part of the ESCB and its Gover-
nor a member of the European Central Bank
(ECB) General Council. The ECB/ESCB Statute
obliges all member states to deposit 7 per
cent of their equity shares into ECB capital
on EU entry, with the balance of 93 per cent
on euro area entry. Central banks’ shares in
the ECB’s capital key are weighted according
to the shares of the respective member states
in the total population and the GDP of the
EU in equal measure, according to data pre-

VnpaBumenrusm crBem

Ha bHb Ha nvpBama konka
Ha HoBusi KacoB ueHmbp Ha
barkama, 6 gekemBpu 2007 .

The BNB Governing Council

at the inaugural laying of the
corner stone of the new BNB
Cash Centre, 6 December 2007
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eBpo 6 kanumana na ELIB.

MNpe3 2007 2. e cb3gageHo ApykecmBo
3a kacoBu ycayeu, 3anouHaro ga ¢pyHkuyuoHu-
pa om cpegama Ha cAaegBawiama 20quHa, C
koemo 3aBbpwBa Baken eman om pedop-
mMama Ha HaAuYHonapuyHomo obpaweHue
6 cmpanama, umawa 3a uer nocmabsHe-
mo My Ha mbpeoBcka ocHoBa. C nosiBama
My ce cb3gaBam ycaroBus 3a Bb3HukBaHe Ha
nasap Ha kacoBume ycayeu Ha egpo u ce
npekpamsiBa moHONOABM Ha ueHMpaAHama
Oanka 6 mosu nasapeH ceemeHm. 3Hauu-
meAHO e ycbBbpweHncmBaHa u cucmemama
3a Hagsop Bbpxy nAawaHusma om cmpa-
Ha Ha bHB u 3akonHogameacmBomo 6 masu
obracm e npubegeHo B cbomBemcmBue c
eBponetickomo. (Dopmuparama ce B pesya-
mam konkypenmHa cpega cnomaza He camo
3a CmaHgapmusupaHemo Ha HaAuYHonapuu-
Homo obpaweHue, HO u 3a noBuwabaHe ka-
yecmBomo Ha npegaazaHume ycAyau.

sented to the ECB by the European Commis-
sion. Weights are adjusted quinquennually or
upon expansion. The capital subscription key
changed on January 1st, 2007 as the Bulgarian
and Romanian central banks joined the ESCB,
making the BNB equity 50.833 million euro or
0.8833 per cent of the ECB’s overall capital;
the BNB's effective contribution to ECB equity
was 3.561 million euro.

The Druzhestvo za Kasovi Uslugi AD%,
inaugurated in 2007, began trading in mid-
2008 marking the completion of an impor-
tant stage of cash circulation reform intended
to set the cash circulation on a commercial
basis. The establishment of the Cash Services
Company created conditions for the emer-
gence of a wholesale cash services market and
the removal of central bank monopoly from
this market segment. The resulting competitive
environment helps standardise cash circulation
and raise service quality.

&5

Kamo egHa om 2aaBHume Hauuo-
HaAHU uHcmumyuuu gHec BHbB u3nbAHsBa
Baknama obwecmBeHa ¢yrkuus Ha 2a-
paHm Ha ¢uHaHcoBama u ueHoBama cma-
buaHocm. B gemokpamuuHume obwecmBa
2apaHMupaHemo Ha vacmHama cobcmBe-
Hocm e ocHoBeH npuHuun u 0asa Ha 00-
wecmBeHusi npocnepumem u 0OAazogeHc-
mBuemo Ha 2pakgaHume. To3u npuHuun,
3anezHan 6 TbpHoBckama koHcmumyuus, e

As one of the main pillars of the modern
market economy, today’s BNB has important
public functions. Guaranteeing private property
is a leading principle in a democratic society
and the basis of public prosperity and wellbe-
ing. This principle, which dates back to the
Tarnovo Constitution, is also at the core of Bul-
garia’s 1991 Constitution. It is beyond doubt
that no guarantees of private property could
exist if the lev were not stable in order to give

52 ApykecmBo 3a kacoBu ycayeu AA — the Cash Services Com-
pany AD.



ocHoBonoAazaw, u 3a gelicmBawama om
1991 2. Hacam KoHcmumyuus Ha Penybauka
bbacapusi. Hsama cbmHeHue, ue He moxke
ga cbwecmByBam 2apaHuuu 3a yacmHama
cobcmBerocm, ako napuuHama eguHuua,
upe3 kosmo ms ce uspassiBa u ce usmep-
Ba cmolHocmma U, He e cmabuaHa. 3a-
moBa nocmuzaHemo om bHb Ha ueHoBa
cmabuAaHocm B cmpaHama e Hal-CuAHa-
Mma 2apaHuus 3a 3awumama Ha uacmHa-
ma cobcmBeHocm u 3a gemokpamuuHomo
pazBumue Ha bbacapusi. cmopuueckusm
npouec Ha npexog kbm gemokpauus, ko-
peHHUMe COUUaAHU NPOMeHU, npeobpasy-
BaHemo Ha noaumukama u ukoHomukama
u msxHomo 0asupaHe Ha yHuBepcaaHume
ueHHocmu cmabam B6b3mokHu U ce OCb-
wecmBsiBam gHec 6 pesyamam om ycuAu-
sma u Ha bHb.

baazogaperue Ha noaumuueckusi u 0b-
wecmBeH koHceHcyc 3a cmpamezuveckume
ueAau Ha cmpaHama, kakmo u Ha uHcmumy-
UUOHHUMeEe npomeHu u Ha eBoaouusama 6
couuaAHume HazAacu gHec bbAzapusi e nba-
HonpaBex uren Ha HATO u Ha EBponetckus
cblo3. 3a omHocumearno kpamkusi nepuog
caeg 1997 2. B Obacapckama ukonomuka He-
omkaoHHO ce npoBexkga noaumuka Ha pe-
dopmu, duckarHa koHcoaugauusi u ycbBbp-
weHcmBaHe Ha HopmamuBHama u 6asa. Om
cBos cmpaHa ¢aaemanbm Ha OankoBama
cucmema — ueHmpaAHama Oanka Ha bBba-
2apus, usbbpwba npes nocaegHume 20quHu
3HauumeAHa paboma no agekBamuomo pe-
2yaupaHe Ha 6ankoBusi cekmop, BkaouBawo

such property an expression and a measure.
Hence, the attainment of price stability by the
BNB is the best guarantee for Bulgarian private
property and democracy. The historical process
of transition to democracy, root-and-branch so-
cial change, the transformation of politics and
the economy and their foundation on universal
human values became possible because of the
BNB'’s endeavours, alongside those of others.
Thank to political and public consen-
sus on Bulgaria’s strategic objectives, of institu-
tional change, and of the evolution of public
opinion, today Bulgaria is a member of NATO

Ha 17 u 12 anpua 2009 2 no
cayyad 130-eoguwHunama cu
bHb 3a nepBu nem omBopu
cBoume Bpamu 3a epakgaru
On 11 and 12 April 2009 the
BNB for the first time opened
its doors for public
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cuaHo pecmpukmuBHa AuueH3UOHHA nNOAU-
muka, cb3gabaHe Ha HesaBucewu om da-
3ama Ha ukonomuueckus uukba kanumaaoBu
Oydepu cpewy pasauuHume BugoBe puck,
kakmo u cmpoea cucmema 3a kaacuduuu-
paHe u npoBusupaHe Ha kpegumume u 3a
ocuzypsiBaHe Ha HaBpemeHHa uHdpopmauus
omHocHO HagekgHocmma Ha kpegumono-
Ayyameaume uype3 paswupsiBare ob6xBama
Ha LlenmpaaHus kpegumen pezucmbp.

foguHama, 6 kosimo uecmBame 130-
20guwHuUHama om ocHoBaBaHemo Ha bba-
eapckama HapogHa Oanka, e usnbAHeHa C
MHO20 HeuszbecmHocmu u BeposmHu npe-
mexkgust 8 ycroBusima Ha 2nobaaHa puHaH-
coBa u ukonomuuecka kpusa u Ha HaBausaHe
Ha pasBumume cmonaHcmBa, Bkaouumen-
HOo eBposoHama, B nepuog Ha peuecus.
Bcuuku usmunaau 2oquHu Ha onacHocmu,
epewku u ycnexu, npexkuBeru om BHBE go
gHec, HU gaBam obaue yBepeHocm, ye ms
uMa nomeHuuaAa U 3HaHUsSIMa ga npeogo-
Aee mpygHocmume u 6b3 ocHoBa Ha agmu-
HucmpamuBHus cu kanauumem, nosHaHusi-
ma u eHepzusima Ha cBoume caykumeau
ga omezoBopu Ha npegusBukameacmBama
Ha gHEWHUS U ympewHusi geH.

and of the European Union. In the relatively
brief period since 1997 the Bulgarian economy
has invariably followed the course of reform,
fiscal consolidation and the improvement of
the statutory framework. In its turn, the flag-
ship of banking — the central bank — has con-
tributed significantly to the adequate banking
regulation, including a strongly restrictive li-
censing policy, creation of anticyclic capital
buffers against various risks and a consistent
system of loan classification and provisioning,
ensuring timely information as to the borrow-
ers creditworthiness by extending the scope of
the Central Credit Register.

The year in which we celebrate the 130th
anniversary of the Bulgarian National Bank is
filled with many uncertainties and likely ob-
stacles given the global financial and economic
crisis and signs of a recession in the advanced
economies, including the euro area. Yet, all the
past years of danger, error and success through
which that Bank has gone give us confidence
that it will find the potential and knowledge
to overcome adversity and, based on its ad-
ministrative capacity and the knowledge and
energy of its officers, will rise to the challenges
of the future.

&5
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