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Introduction

In recent years, resource efficiency has been a priority for the EU, as documented
by the Europe 2020 strategy (March 2010), the Roadmap to a Resource-efficient
Europe (September 2011) and the general EU environment action programme until
2020 (November 2012). That is why the transformation of waste into a resource of
multiple reuse in the economy is ever more topical. By virtue of such a process waste
becomes valuable and acquires its own worth. Domestic waste generated by people’s
daily activities in their homes, in administrative, social and public buildings is no exception
to this transformative process.

However, the proper utilization of domestic waste depends to a large extent on
the price-setting tools in use. The aim of the following article is to present and analyse
the process of domestic waste price formation in Bulgaria in terms of domestic waste
transformation into resources through modern technologies.

1. Domestic Waste Fee and its Tax Burden in Bulgaria

In the early 1970s William Baumol argues that in principle it is the polluter i.e. ‘the
source’ that should be paying for instances of pollution1. About the same time the
Organisation for Economic Cooperation and Development (OECD) articulates the already
popular ‘polluter pays’ principle2, for the enforcement of which there is an ongoing
process of setting taxes, fees, trading mechanisms for toxic emissions quotas, etc. In the
context of domestic waste it is the fee as a price tool that embodies this OECD principle.
It represents the price set for a public good which is separable and can be excluded from
total consumption3. Domestic waste is public ‘evil’. That is why the disposal of waste
could be classified as a public good, and the quantity of waste removed can be measured.
Consequently, it is possible to determine the units of ‘cleanness’ each citizen has consumed
for a certain period of time. At the same time, the source of domestic waste can be
identified – and in the case of non-payment for the collection, disposal and utilization of
waste, they could be denied access to these services.
1 Baumol, W. On Taxation and Control of the Externalities. The American Economic Review, Vol. 62, No.

3. , 1972, pp. 307-322.
2 OECD, Recommendation C(72)128, Guiding Principles Concerning the International Economic Aspects

of Environmental Policies, 26.05.1972.
3 Vladimirova, T., Vl. Vladimirov of  all. Publichni finansi. Steno, Varna, 2008, pp. 78-9. Manolov, G., R.

Brusarski of all. Ikonomika na Publichnia sektor.  PSSA, S., 1998, p. 350-3.
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In the literature on public finance and public sector economy there are shown a
number of distinctive features that describe the difference between a fee and a tax as
sources of state revenues4. A fee is a payment for a service provided, whereas there
is no such reciprocity with taxes. When determining the amount of a fee payers’
incomes are not a factor, while the efficiency of the public sector is. Therefore, the
fee should reflect the cost of the given public service. This does not at all imply the
amount of the fee should cover the full cost of the service. One option is for the fee to
cover only a part of the actual costs, in which case the resulting deficit is usually
covered by tax revenues – through subsidies5. Last, but not least, taxes are not targeted
and are spent according to public and government priorities. A fee, by contrast, is
targeted quasi-tax revenue source that ought to be spent according to the specific
guidelines of the regulatory framework.

The Bulgarian state has adopted the fee as the embodiment of the ‘polluter
pays’ principle in domestic waste management. As a price tool, the fee should ideally
serve to reduce the amount of waste production and to facilitate its reuse. Figure 1
compares the general trends in domestic waste output for Bulgaria and the EU-27.

Source: Eurostat, http://epp.eurostat.ec.europa.eu (18.01.2013).

Fig. 1. Domestic Waste output in Bulgaria and the EU-27,
1995-2010 (kg/per person/per year).

After 1998, the volume of domestic waste in Bulgaria is comparable to that in
the EU-27 – around 500 kg per person annually. Given the fact that Bulgarians receive
the lowest average income and can therefore afford to consume much less than the
average European, the amount of domestic waste generated in the country is
disproportionally high. One of the reasons behind this trend is the incorrect
conceptualisation and set-up of the domestic waste fee.

In Вulgaria the domestic waste fee is governed by the Law for the Local Taxes
and Fees (LLTF). The amount payable depends on the volume of waste, and for cases

4 Vladimirova, T., Vl. Vladimirov of  all. , op. cit., pp. 82-5.
5 Манлиев, Г., Р. Брусарски и др. Икономика на публичния сектор. PSSA, С., 1998, p. 353.
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where it cannot be measured, it is determined by the number of users, or proportionally
on a base set by the municipal council 6. For years councils have been using tax assessments
of buildings as a fee base for private housing or the book value or the tax assessments of
businesses’ property, whichever is higher. It is this decision made by local councils that
deforms the fee, which in reality morphs into a tax. First, the base for its calculation is
randomly selected without actual connection with the volume of domestic waste. This
directly contradicts the logic of the separable public goods/’evils’. Second, the base is ad
valorem, which makes it better suited to the principle of solvency usually associated
with taxes. Although with taxes it is more common to apply the benefit principle, in the
case of Bulgarian regulations for domestic waste fee, it is impossible to determine the
benefit to payers from the amount of waste removed. Third, fee collection is regulated
alongside with property tax and in a number of cases it is actually higher in terms of
monetary value. Taken together, these factors serve to convince businesses and the
public that they are paying ‘waste tax’. Moreover, it is a double payment as it is calculated
on the same basis as property tax. Finally, empirical data shows that domestic waste fee
revenues continously exceed the cost of waste removal. Contrary to theoretical
conclusions, this results in an excess, the dynamics of which is presented in Fig.2.

Source: NSI, http://www.nsi.bg (17.01.2013).

Fig. 2. Domestic Waste Fee revenues and costs in Bulgaria,
2004-2011 (thousand leva).

Since 2004 revenues from the domestic waste fee have been growing due to a
combination of two factors. First of all, the amount of the fee is no longer determined
centrally7; second, the property tax base has been reassessed annually. The cost of
the waste removal service has also been growing as it is being offered by more and
more towns and villages: from 1801 with 6.7 million inhabitants in 2004 to 4238 with
7.4 million inhabitants by 2010. Aside from this spread of the service, there are additional
factors resulting in cost pressure. Firstly, since 2011 there has been a new budget item

6 LLTF, published in State Gazette, Vol. 117/10.12.1997, add. SG, Vol.102/21.12.2012, art. 67, p. 1 and 2.
7 After 2008.
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calculated in the cost of waste removal – for research, design, building, maintenance,
closing down and monitoring of domestic waste landfills or other facilities for their
utilization8. There are also deductions set by art. 71a and art. 71e of the Law on
Waste Management (LWM)9. Second, but not in importance, is the rise in fuel costs
which leads to the growth in spending for transport to landfills. However, those two
types of costs result in a regressive burden on citizens – 401 leva per person in small
and medium municipalities with 10-50 thousand inhabitants, compared to half the amount,
201 leva per person in larger towns10, even though they are the main ‘producers’ of
domestic waste. Therefore, in addition to the regressive character of the fee, it also
goes against the ‘polluter pays’ principle, which further adds to its public image of
injustice and inadequacy.

Undoubtedly the pressure of costs is the main reason for the additional rise in
DWF in Bulgarian municipalities. Yet, since 2006, the gap between costs and revenues
from domestic waste removal has been widening (Fig. 2). The registered surplus from
DWF indicates the fee’s tax and fiscal nature. Such a conclusion has been reached
by the Court of Audit. During the audits over 264 municipalities in 2011 the institution
articulated a trend for fixing the increased amount of DWF11. It is clear from the
audit reports that the increase in profits from DWF over the cost of waste disposal is
used by mayors at their own discretion – for capital expenditure, for water, electricity,
childcare services, etc. Such uses are completely unrelated to the original purpose of
DWF funds as stated in LLTF. This is, therefore, further proof of the tax deformation
of the fee in Bulgaria.

2. Consequences of DWF’s tax character in Bulgaria

Despite the increased amount of DWF in some regions, the amount of disposed
waste remains stable in time, varying between 2,500 and 3,000 thousand tonnes annually
(fig.3).

8 LLTF, art.66(1), p.3, add. SG, Vol.98/2010.
9 As the deductions set by the LWM are a component of the DWF, they have a strictly targeted nature.

Payments as per art.71a of the LWM fund the closing down and post-exploitation treatment of
landfills, while payments per art.71e will be funding new recycling and utilization facilities.

1 0 NAMRB, letter outgoing No И-812/12.07.2011.
1 1 Bulgarian National Audit Office. Performance Audit of the Bulgarian National Audit Office for 2011,

September 2012, p. 24.
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Source: NSI, http://www.nsi.bg (17.01.2013).

Fig. 3. Disposed and recycled domestic waste in Bulgaria,
1999-2011. (thousand tonnes)

Such a trend appears logical, as the base for forming the fee remains unattached
to the volume of waste ‘generated’ through the year. Although there seems to be a
decrease since 2009, it is as of yet impossible to predict whether it would hold for the
future. There is also a decrease in the number of landfills across the country – from
567 (1999) to 164 (2011) or a three-fold drop. One of the reasons behind this process
is that a number of now defunct landfills did not meet the criteria set by European and
national regulations in terms of technical facilities and location. The Executive
Environment Agency within the Ministry of Environment and Water holds a register
of 275 risk landfills where old waste remains12. At the same time the annual amount of
domestic waste generated decreases markedly slower – from 3,197 thousand tonnes
(1999) to 2,751 thousand tonnes (2011), or 1.16 times less. Additionally, the remaining
capacity of the existing landfills has halved – from 28 million cu. m. (1999) to around
14 million cu. m. (2011). An EC report presents Bulgaria in a highly unfavourable light
– we are the only EU country that disposes of waste in the archaic method that are
landfills13.

The chart of recycled waste (Fig.3) confirms such a conclusion. For the period
in question, the amount follows the abscissa with a slight bouncing off the floor in
2011, when 160 thousand tonnes domestic waste were recycled, or around 6% of
those disposed of in landfills. In comparison, the average data across the EU for 2010
is 38% in landfills, 22% incinerated, 25% recycled and 15% turned to compost14.

1 2 Operational programme ‘Environment 2007-2013’, Sofia, 2007, p. 28.
1 3 European Commission, Use of Economic Instruments and Waste Management Performances, Final

Report. 10 April 2012, р. 30, http://ec.europa.eu/environment/waste/pdf/final_report_10042012.pdf
(12.06.2012).

1 4 Op.cit., p.32.
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An important condition for the adoption of innovative contemporary technologies
such as recycling, composting and incineration15 in Bulgaria is the domestic waste
morphology across different types of settlements. It has been extensively researched
and systematized, as evidenced by Fig.4.

Fig. 4. Morphology of domestic waste by town size (% of total amount)16

Domestic waste has been divided in Fig.4 according to recycling and composting
technologies. Paper, plastic, glass and metal are subject to recycling. Biodegradable
products include food, garden and wood waste, which could be composted. What
Fig.4 shows is that all Bulgarian municipalities collect enough waste that could be
utilized in either of the two ways. There are also clear European-wide goals to limit
waste production. Directive 1999/31/EC sets a phased decline with a deadline of 15
years after its incorporaton into national legislation for biodegradable waste to form
less than 35% of all waste to landfill with 1995 levels as a baseline17. As for paper,
plastic, glass and metal, directive 2008/98/EC sets quantitative targets for 2020 when
the reuse and recycling of these materials needs to be at least 50% of domestic waste
weight18. Therefore, the goals and deadlines set out by EU directives create the
regulatory environment for Bulgaria to break away from its archaic approach to waste
through landfills. It is worth bearing in mind, however, that the choice between landfills
and a more advanced technology for waste utilization depends on the relative price.
Price is one of the main reasons why Bulgaria has no incineration facilities for non-
toxic domestic waste, for example – the cost of building it is higher than the cost of
landfill disposal19. Therefore, until the cost of DWF per tonne is lower than the potential

.

1 5 Incineration is the controlled burning of non-toxic waste. In Germany and in Flanders it reaches up to
35% of all waste disposal, Italy - 15%, Hungary and Finland – under 10%. See ЕЕА, Diverting waste
from landfill, Report No7, 2009, p. 8.

1 6 National Programme for Waste Management, 2009-2013, p.12.
1 7 Council Directive 1999/31/EC of 26 April 1999 on the landfill of waste, ОВ, 16.07.1999, L182/1, art.

5, §2, and art.18, §1.
1 8 Directive 2008/98/EC OF THE EUROPEAN PARLIAMENT AND THE COUNCIL of 19 November

2008 on waste and repealing certain Directives, ОВ, L312/3, 22.11.2008, art.11.
1 9 Operational Programme Environment 2007-2013, Sofia, 2007, p. 58.
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costs of recycling or incinerating that same amount, businesses and households in
Bulgaria would continue to pollute. If the fee is relatively higher, then the economic
entities would prefer a more economical and eco-friendly technology for utilization.

The European Environment Agency maintains that the domestic waste fee/tax
needs to be high in order to be effective20. In countries whitout landfills the rates per
tonne of domestic waste are substantial: over €90 in the Netherlands, over €80 in
Flanders (Belgium), €50 in Sweden and Denmark, €25 in Austria21. All these examples
come from EU member states with high income levels. Among ‘newer’ members, the
rise is gradual in accordance with the more limited economic abilities of citizens, with
Estonia and Poland charging between €10 - €20 per tonne domestic waste to landfill.
We could therefore argue that higher taxes/fees correlate to both wider adoption of
modern waste utilization techniques and higher incomes.

The prevalence of landfills as a waste management solution results in a number
of negative external effects. Landfills are a source of greenhouse gases, which
drastically reduce the quality of the enviroment. In the case of Bulgaria, landfills emit
around 250,000 tonnes of noxious atmospheric pollution annually. This pollution consists
mainly of methane, carbon dioxide and ammonia22. Concentrations of methane (over
75%) near residential areas could cause fires and detonations and it is 20-25 times
more toxic for our climate than carbon dioxide, which constitutes around 5-20% of
landfill gases. Given the fact that methane is the predominant noxious gas emitted
from landfills, it is only logical that we should invest in developing and implementing
technologies for its capture and use in electricity or heat production, or as fuel23. In
order to achieve the best control over the process to the highest safety standards for
the public, such technologies should better be developed in an industrial environment.

Another negative aspect of landfills as the leading ‘solution’ to domestic waste disposal
is the degradation of miles of land, whose supply is in principle inelastic. Its alternative use
is struck out, for example as arable land, despite the fact that Bulgaria has favourable natural
factors for the development of agriculture. According to National Statistical Institute (NSI)
data24 for the period 1999-2010 there is a steady trend of appropriating greenfield sites for
landfills – an average of 500 to 800 ha annually. If we take illegal landfills into account, then
the NSI data represents the lowest estimate of land with a better potential use in the country25.
2 0 EEA, Diverting waste from landfill: Effectiveness of waste management policies in the European

Union, Report 7/2009, Cophenhagen, 2009, http://www.eea.europa.eu/publications/diverting-waste-
from-landfill-effectiveness-of-waste-management-policies-in-the-european-union (18.01.2013).

2 1 See European Commission, Use of Economic Instruments and Waste Management Performances,
Final Report, рр. 60-2.

2 2 NSI. Environment, http://www.nsi.bg/otrasal.php?otr=15 (12.01.2013).
2 3 A tonne of landfill gas can replace 0.6 tonnes of natural gas. See http://www.ecoenergybg.eu/dung-

bg.php (18.01.2013).
2 4 NSI. Environment, http://www.nsi.bg/otrasal.php?otr=15 (12.01.2013).
2 5 There is no official statistical data on illegal landfills by numbers, size by years and/or regions. The

Environment operational programme cites 5,135 illegal landfills, with 3,554 now closed. (See OP
Environment 2007-2013, p. 29) There are reportedly 177 illegal landfills just in Sofia for 2012. There,
it is mostly construction waste with fewer domestic sources (old furniture) and construction companies
are the main ‘factor’ in the rise in number and size of illegal landfills.
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Not only are illegal landfills a serious hazard from a personal and public health
perspective, but they also fuel feelings of injustice and instigate irresponsible behaviour,
as free-loading is a serious problem for the public funds of any country.

3. Alternative visions of the new ‘vision’ of the fee

In order for DWF to represent an accurate price of domestic waste in Bulgaria,
its legislative regulatory framework needs to be reworked so that it actually reflects the
amount of waste in question. Otherwise, the fee would continue the ‘tradition’ of double
economic taxation of the same tax base/residual value, which has already been used
for property tax. It is therefore high time for legislators to put an end to this ‘dualism’.

If changes in LLTF are introduced, then we come to the next problem of measuring
domestic waste without an existing methodology, which is especially true for households.
One option would be to measure the quantitity by approximation. An example for such
an approach is the consumption of water, where we have years of experience in measuring
and collecting fees. An excellent step towards more precise estimation of domestic
waste would be the adoption of individual waste containers. Such a measure is easily
implemented for administrative, public and commercial buildings, as well as individual
houses. The problem, however, are the multi-storey housing blocks which are the
predominant domestic form in larger towns. Given the substantial number of families
who live in such buildings, it would be practically difficult or possibly unsanitary to keep
the containers together in a restricted-access area for residents only, or to have waste
collection facilities on every floor26. It would be more realistic if bigger housing blocks
introduce a fixed average amount for DWF according to the number of service users,
which would unfortunately distort the ‘polluter pays’ principle through redistribution.
Despite this flaw, an internal average is still a fairer option as the DWF would still be
directly determined on the basis of the amount of waste for the entrance/building.

As for the excessive amount of DWF, a useful measure against it would be the
area zoning of big cities. There, individual houses, housing blocks and the downtown
areas could be separated and timetables and routes could be set up for waste collection
vehicles. Once enough information is thus collected, variations in the service cost
according to zones and seasons could be a reliable empirical basis for a well-founded
amount for DWF in big cities.

For the success of the new format of the fee it is of great importance that it is
socially tolerable. This is an especially valid point, given the previously mentioned
correlation between waste removal costs and the average income level. In that sense,
it would be ill-advised to set higher rates per tonne just because some of the richest
European countries have a 0% of landfill waste, as this would mean a large proportion
of the nation to be unable to afford and therefore to be excluded from the waste
removal service. On the other hand, one option would be to still bind the fee to the
amount of waste, but limit it to a certain percentage of payers’ incomes.

Bulgaria’s ombudsman also emphasized the tolerability of the DWF, especially
in relation to regional landfills that are being used jointly by several municipalities.

2 6 http://www.dnevnik.bg (23.10.2012)



6 3
Articles

Transport costs for each are different, as the distance from the residential area to the
landfill is different. This then results in an unfair redistribution of the burden among
their residents. In view of the solidarity principle, the ombudsman suggests the legal
option DWF to be determined by all the municipal councils using the common regional
landfill and not just the one on whose territory the landfill is situated27. Such a solution
is in conformity with the spirit of public choice and respects the preferences of all fee
payers. As with any democratically-adopted decision, it is then a matter of how quickly
a consensus could be reached around the amount of DWF. Of course, agreement
could be distorted or sabotaged by conflicting financial interests and floating coalitions
between the various municipal administrations.

Naturally, the domestic waste fee would instantly gain some social acceptance,
if its amount is lowered. The aim is, therefore, to seek alternative financial sources
than the ones used so far. Among the activities which would require alternative funding
are research, design, building, exploitation, closing down and monitoring of
landfills and other facilities for handling, recycling and utilization of domestic
waste. Additionally, there are also costs related to overcoming the negative external
effects of landfills – the utilization of greenhouse gases as energy source and reclaiming
the former landfill site.

Such a funding alternative for Bulgaria is Operational Programme Environment
2007-2013, the realisation of which has been postponed for the next programme period
2014-2020. One of the specific goals within the programme is better waste management
and soil protection - priority axis 2 within the operational programme framework28.
Beneficiaries of the programme are municipalities and municipal associations who would
like to invest in waste recycling and utilization infrastructure, simultaneously with
developing new regional landfills. Among the activities eligible for funding is also the
construction of methane utilization facilities and energy production. The budget for waste
management and soil protection for the programme period now coming to an end is
366,743,574 euros, of which 311,732,038 euros come from the European Regional
Development Fund (ERDF), and the remaining from national sources. As of the beginning
of 2013, there have been 25 negotiated projects through priority axis 2 with an overall
budget of 401 million euros, with 19 of these projects involving construction of regional
landfills for waste disposal and one for closing down and remediation of a municipal
landfill that does not meet the current requirements29. One of the existing drawbacks of
the programme is the slow reimbursement of spent and approved costs, with a little
over 104 million euro already refunded of the agreed 802 million euros.30 Such data is an
indicator of worsened liquidity for the executive companies on these projects, which
affects their finances and demotivates them to work with municipalities. Yet, the agreed to
2 7 http://www.ombudsman.bg/news/1184?page=8#middleWrapper and

http://www.ombudsman.bg/news/1331?page=6#middleWrapper (18.10.2012).
2 8 Operational programme ‘Environment 2007-2013’, Sofia, 2007, pp. 57-62.
2 9 http://ope.moew.government.bg/bg/pages/napredak/26 and http://ope.moew.government.bg/bg/pages/

sektor-otpadatzi/28 (19.01.2013).
3 0 For 2012/2013, there are four projects yet to be completed and all others now finished. http://

ope.moew.government.bg/bg/pages/napredak/26 (19.01.2013).



IZVESTIA – Journal of University of Economics – Varna
6 4

budgeted funds ratio (112%) illustrates the need for European co-funding. It could be
argued, therefore, that the EU Structural Funds and the Cohesion Fund could be one of the
sources of alternative funding for lowering the DWF in municipalities co-financed on priority
axis 2 projects within the Environment operational programme. This would definitely facilitate
the social acceptability of the fee and would reduce the burden on payers.

Apart from EU funds, a direction for the DWF reform would be potential
differentiation according to the morphology of disposed waste. The approximate share
of waste according to the size of settlements (Fig. 4) could be used as a kind of benchmark
for determining the DWF amount. Towns and villages that produce waste within the
benchmark should be paying a lower rate, while those that output more should be
paying more. Thus municipalities would be better prepared to follow the ‘polluter pays’
principle, and in a more specific context, they would also be better motivated to achieve
the EU directives goals for recycling and composting of domestic waste.

Conclusion

The dubious character of DWF in Bulgaria sparks not only academic, but also
public debates, where well-respected institutions such as the Audit Office, the
Ombudsman, the National Association of Municipalities in Bulgaria, the Bulgarian
Industrial Association all take active part. As a result, new and innovative solutions to
the waste pricing and management issues are constantly generated. However, we are
yet to see a legislative response to the unanimous public choice – to put an end to the
tax nature of the fee. If the fee is directly connected to the amount of waste produced,
it would represent an accurate ‘price’ for the separable public ‘evil’ that is domestic
waste. With its new organization, the fee could achieve the ‘polluter pays’ principle in
the waste sector and the variable prices would motivate economic entities to chose
between innovative waste technologies or more of the same old ones.
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Abstracts

In the article there is substantiated the long-standing tax burden of the domestic waste
fee (DWF) in Bulgaria. According to theoretical expectations DWF is supposed to contribute
to the realization of the „polluter pays“ principle in the management of domestic waste. Its
mistaken concept and organization in this country are the reason for the low level of application
of modern technology in the utilization of domestic waste, as well as for a number of negative
external effects - emissions of noxious greenhouse gases from landfills and degradation of
thousands of decares of land, deprived of a more beneficial alternative use. There are put
forward solutions, which would bind the fee to the quantity of domestic waste, at the same time
taking into consideration its social tolerability.

Keywords: domestic waste fee, tax deformation, management of domestic waste, polluter
pays.


