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 Commercial real estates (modern shopping centers respectively) are an 
integral part of urban structure. Their development as real estate 
objects can be influenced by many factors.  
The present paper examines factors which determine the profitability of 
the shopping centers as commercial real estates and offers a comparative 
analysis with other European markets on key indicators, and on this basis, 
summarizes the main conclusions and recommendations on opportunities 
for development of shopping centers in Bulgaria. For the purposes of 
study, methods such as critical analysis and synthesis, induction and 
deduction and comparison and expert appraisal are being used.  
The results of the study are used to outline the main problems facing 
the shopping centers development in Bulgaria and necessary actions in 
this area. 

 

 

Introduction 

Trade is among the oldest conscientious human activities and it has always held 

a special place both in the human mind and in the structure of human settlements – in 

the form of market squares, bazaars and other markets for trading goods. Shopping 

centers as a modern form of retail development combine in an unusual way the origi-

nal concept of shopping, entertainment and multi-functionality. These were intro-

duced on the Bulgarian market in the middle of the past decade, conceptually follow-

ing the American model – mainly indoor complex of retail units that are planned, 

designed, built, owned and managed as a single entity with on-site parking facilities – 

open air or structured. The emergence of shopping centers was largely predetermined 

by ongoing changes in market conditions and improved investment climate in the 

country, a process further enhanced by the expectations of Bulgarian and foreign 

investors for further market growth.  

There are a number of factors which exerted influence on shopping centers and 

their development. Some authors (Chukleva, R., 2010) generally divide them into two 
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groups: objective and subjective, depending on whether they relate to the physical 

object or to the perception of the people. Other authors consider them in greater detail 

(Davcheva, M., 2013; Kateva, M., 2008). Depending on their scope and power of 

impact, the above factors can be also classified under the following three groups: 

macro environmental factors, sector related and specific factors. 

In order to study the shopping centers potential for growth as commercial real 

estates, i.e. investment properties
1
, special attention is placed on factors which deter-

mine the ability to generate income from the shopping centers operation and those 

ensuring properties stability. Such factors include: the size and variation in rental 

rates, financial stability and solvency of tenants, number and purchasing power of 

target population to name but a few. 

In the light of the foregoing/aforementioned, the author’s purpose is to study the 

factors which determine the shopping centers’ profitability as commercial real estates, 

to offer a comparative analysis with other European markets on key indicators, and on 

this basis draw conclusions and recommendations on opportunities for development 

of shopping centers in Bulgaria. The analysis of the commercial potential of national 

and local markets examines indicators such as: number and purchasing power of the 

population, the extent of solvent demand, the density of shopping center space, the 

average rental rates, etc. 

1. Emergence and development of modern shopping centers 

The first shopping centers emerged in the USA in the early 1920s as a result of 

extensive development of urban areas and the need to service the newly grown resi-

dential areas in the suburbs of big cities. The concept was brought into Europe much 

later (during the 1960s) – a fact that largely defines the focus of many studies in this 

area – namely the evolution of American shopping centers (ICSC; ECSU, etc.). 

Today, the role of shopping centers continues to grow and expand in a global 

sense. But the presence of significant differences in provisions for urban planning and 

development in Europe and the USA is the main reason for the International Council 

of Shopping Centers (ICSC) to examine them separately. Thus for example, the US 

shopping center is defined as “a group of retail and other commercial establishments 

that is planned, developed, owned and managed as a single property, typically with 

on-site parking provided” (ICSC, 2016). The European shopping center, according to 

a study of ICSC Research, is “a retail property that is planned, built and managed as 

a single entity, comprising units and “communal” areas, with a minimum gross leas-

able area (GLA) of 5,000 square metres” (Lambert, J., 2006, p. 35). 
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The modern shopping center concept, or ‘shopping mall’ as it is normally referred 

to in Bulgaria – was brought into the country in the middle of the past decade and as 

earlier mentioned, it emulated the American model – as an indoor complex of retail 

units that are planned, designed, built, owned and managed as a single entity with on-

site parking provided – open air or structured. This gives us grounds to offer a broader 

understanding of the Bulgarian shopping center: a group of retail and other commercial 

units (located in one or more than one commercial building), planned, designed, built, 

owned and managed as a single entity (as one commercial property), with on-site park-

ing provided (open or structured) to serve them. Thus defined, the term can be consid-

ered equivalent to a “shopping complex” (Stoyanov, S., V. Antonova, 2012, s. 60). 

Two main classifications can be used to differentiate commercial real estate – 

the US and the European shopping centers. Thus, in view of their trade orientation 

and size, American shopping centers are classified into three main groups: general-

purpose, special-purpose, and limited-purpose. The general-purpose shopping centers 

in turn can be broken down into: super-regional mall, regional mall, community, 

neighborhood and strip/convenience center (ICSC, 2016). Shopping centers in Europe 

are classified as follows: traditional (very large, large, medium, small) and specialized 

ones (retail parks, outlet and theme-oriented centers) (Lambert, J., 2006, p. 35). 

A leading organization in the development of shopping centers is the Interna-

tional Council of Shopping Centers, Inc. – International trade association founded in 

1957 in Illinois. The Council's purpose is to advance the shopping center industry and 

to promote its role in the commercial distribution of consumer goods and services by 

professional training and publications; meetings and other forms of exchange of ideas 

among its members; statistical and scientific research; professional certification pro-

grams and others. 

2. Retail space market in Bulgaria – general features 

The retail space market in Bulgaria is characterized by rapid growth. For a peri-

od of ten years, more than 30 shopping centers have been opened in the country (see 

Fig. 1) with a gross leasable area (GLA) of approximately 890 000 square meters. 

Most were built in Sofia (10, GLA: 403 900 sq.m.), Varna (5, GLA: 137 526 sq.m.), 

and Burgas (3, GLA: 98 300 sq.m.). There is enough evidence of the so-called 

“ghost” or “dead malls ” – shopping centers, which failed to rent out their spaces 

(Central Plaza Varna, Varna Towers, Mega Mall Ruse), and those who have given up 

entirely its trade concept (Mall Gallery Varna sold in the summer of 2015). Others, 

despite of their advanced stage of implementation were kept, due to insufficient de-

mand and intense competition in the sector. 
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Source: Author studies. 

Fig. 1. New shopping centers opened in Bulgaria 

According to a market survey conducted by Forton (a consultancy company) 

(Forton, 2015/2016), the total retail space in the now operating shopping centers 

across the country amounted to 718 000 sq.m, by the end of 2015, with value of the 

same index of 763 000 sq.m a year earlier (see Table 1). The decline observed in the 

past year was due to the temporary closure of Galleria Plovdiv – for renovation, in 

view of the new market positioning of the shopping center. The trend has remained 

unchanged this year (to Q3 / 2016). 

Table 1 

Retail spaces in Bulgaria 

Indicators Q4 / 2012 Q4 / 2013 Q4 / 2014 Q4 / 2015 

Retail space, sq.m. 632 800 735 000 763 000 718 000 

GLA, sq.m./1000 of the 

population 
86,4 - 105,0 99,0 

Average rent price, euro / 

sq.m / month 
27,0 21,5 20,0 27,0 

Source: Market survey of consultancy company Forton (available from: www.forton.bg, 

accessed on 01.12.2016). 

The index “gross leasable area per 1 000 of the population” also showed a slide 

at the end of 2015 reaching a value of 99 sq.m. (with an average for Europe on 

01.01.2014 - 268.7 sq.m.) (A Cushman & Wakefield Research Publication, 2014). 
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Together with a rise of offers for retail space in the country, pressure on rental 

prices also intensified. Traditionally, said prices are much higher in Sofia than in the 

rest of the country. At the end of 2009, the average rental rates in operating metro-

politan malls amounted to 26 EUR / sq. m., while for the projects in development – 

18 EUR / sq. m. In view of shopping centers in the country, these values fluctuate in 

the range of 21-22 EUR / sq. m., or 15-16 EUR / sq. m. (Imoti dnes Varna, 2010). In 

subsequent years, rents settled and kept levels of respectively 27 EUR / sq. m. for 

Sofia (for units with a size of 100-150 sq. m.) and 18-20 EUR / sq. m. for the country 

(the same type of units) (Forton, 2013), and that trend continued in the first half of 

2013. During the second half of the year due to market expectations (mainly in the 

capital) and reduced consumption the pressure on rental prices increased. At the end 

of 2013 and the first half of 2014, rentals settled at levels respectively 21.5 EUR / sq. 

m. for Sofia and 12-16 EUR / sq. m. for other cities, even though experts considered 

the likelihood for further reductions limited (Forton, 2014). In confirmation of this 

statement, by the end of 2014, a change in rent prices was reported only for the capi-

tal, which declined to 20.0 EUR / sq. m., while in the rest of the country rent prices 

remained at established levels, primarily due to the lack of new projects (Forton, 

2015). Rents remained stable during the first half of 2015. With a rising interest in 

convenient shopping malls locations during the second half of 2015, a hike in rental 

rates was witnessed by the end of the year, reaching an average of 27 EUR / sq. m. 

(Forton, 2016). Increase of 4% was recorded in the first quarter of 2016 (in metropoli-

tan malls), while the country rents remained stable (12-16 euro / sq m). 

Following an observed increase in yields from commercial real estates in 2010, 

these gradually settled at levels slightly over 9%, reflecting the general market valua-

tions (see Fig. 2). 
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Source: Data from Forton – consultancy company (available from: www.forton.bg, ac-

cessed on 14.02.2016). 

Fig. 2. Profitability of investment in shopping centers 

3. Commercial potential of national and local markets 

In order to analyze the commercial potential
2
 of national and local markets it is 

important to examine indicators such as number and purchasing power of the popula-

tion served by trade area. To limit the scope of analysis further, attention should be 

placed on the seven largest cities and Bulgaria (see Fig. 3). 

 

 
Source: Author’s work. 

Fig. 3. Retail spaces in the seven largest cities and Bulgaria 
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In the study of the retail space density, it is important to define the scope of the 

serviced area which is directly dependent on the type, trade orientation and size of the 

shopping center. A similar feature can be found in US shopping center classification 

presented by the International Council of Shopping Centers, selected data of which 

are shown in Table 2. 

Table 2 

Types of shopping centers 

Type of shopping center Gross leasable area Trade area 

Super regional  
Over 800 000 sq. feet 

(~ 75 000 sq.m.) 

5 – 25 miles 

(8 – 40 km) 

Regional 
400 000 – 800 000 sq. feet 

(~ 37 000 – 75 000 sq.m.) 

5 – 15 miles 

(8 – 24 km) 

Community 
125 000 – 400 000 sq. feet 

(~ 12 000 - 37 000 sq.m.) 

3 – 6 miles 

(5 – 10 km) 

Neighborhood  
30 000 – 125 000 sq. feet 

(~ 3 000 – 12 000 sq.m.) 

3 miles 

(5 km) 

Source: ICSC. (2016) U.S. Shopping-Center Classification and Characteristics. // ICSC 

[Online]. Available from: www.icsc.org/uploads/research/general/US_CENTER_ 

CLASSIFICATION.pdf [Accessed 20.03.2016]. 

Only one of the studied shopping centers (Paradise Center) can be defined as 

very large or super regional mall, i.e. the trade area extends to 40 km; six shopping 

centers may be classified as large, regional (Grand Mall Varna, Gallery Plovdiv, Mall 

Rouse, Serdika Center Mall, and Sofia Ring Mall) as their territorial service range is 

about 24 km, and the remaining 16 are rather average (community) or small (neigh-

borhood) – within the settlements boundaries. On these grounds, the indicator “retail 

space per 1 000 people” for local markets in Sofia, Varna and Plovdiv scores signifi-

cantly lower values than those presented in Fig. 3. 

Another important indicator which determines the potential of the serviced area 

is the amount of solvent demand. Here, the most importance is given to the incomes 

which showed a growth of over 85% (income per capita – BGN) for the period (2006 

- 2015). The largest share is income from wages, followed by pensions (see Table 3). 

A significant part of the population consumption (over 50%) is still aimed at address-

ing the needs for food and soda drinks and the running utility costs and transport, 

while only 10-12% is spent on clothing and footwear; furnishings and household 

maintenance; leisure, recreation, culture and education, which in turn constitute a 

major part of the offers in shopping centers. 
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Table 3 

Budget structure – income and consumption per capita 

Indicators 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Total income, 

BGN 
2659 3105 3502 3693 3648 3782 4327 4814 4813 4953 

Income structure, % 

Wages 46,0 47,7 51,9 52,2 50,9 51,8 52,7 53,1 54,2 55,0 

Pensions 22,6 22,1 23,2 27,6 30,9 30,1 26,7 25,5 25,8 26,0 

           

Total consump-

tion, BGN 
2377 2857 3264 3335 3278 3494 4058 4466 4509 4666 

Consumption structure, % 

Consumption, incl.: 86,1 85,1 85,2 85,7 85,7 84,0 83,5 83,2 83,3 83,2 

- food and soda 

drinks 
37,6 37,5 36,6 36,5 37,2 36,2 33,4 33,2 32,3 31,4 

- running utilities, 

i.e. mortgage, 

electricity, water, 

sewage 

14,0 12,5 13,6 14,5 14,3 14,1 15,3 14,2 13,4 14,3 

- communications 4,9 4,7 4,5 4,5 4,7 4,6 4,4 4,3 4,4 4,3 

- transport 5,9 6,7 6,9 6,0 6,0 5,9 6,3 6,8 7,2 7,0 

- clothing and 

footwear 
3,4 3,5 3,5 3,1 2,9 3,0 3,2 3,5 3,8 3,5 

- furnishing and 

household 

maintenance 

3,8 3,8 3,7 3,7 3,4 2,8 3,2 3,4 3,7 3,7 

- leisure, recrea-

tion, culture and 

education 

3,5 3,6 3,7 3,9 3,5 3,5 4,1 4,5 4,7 4,9 

Source: Author’s work on data from the National Statistics Institute, Households budg-

ets (available from: www.nsi.bg/bg/, accessed 02.05.2016). 

The main indicators concerning purchasing power and welfare of the population 

are the actual individual consumption and the GDP per capita. On both counts our 

country occupies the bottom places with values around or slightly below 50% of the 

average EU-28 adopted as 100% (Eurostat, 2015). 

Extremely expressive in this regard are the data concerning the minimum wage 

in the country, published by Eurostat at the beginning of 2015 – Bulgaria occupies the 
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last but one place (in EUR) and in terms of purchasing power (taking into account 

differences in price levels using the purchasing power parity) it is followed only by 

Albania (Eurostat, 2015). In addition, it should be noted that more than 10% of those 

working full-time in Bulgaria have been employed at the minimum wage (KNSB, 

2015), which is directly reflected in the amount of solvent demand. 

4. The place of the Bulgarian retail spaces market internationally – 

comparative performance with other European markets 

Regarding the place of the Bulgarian retail spaces market internationally (in 

comparison with other European markets) the following conclusions come in focus 

(data concerned are presented in Table 4): 

� With reference to the indicator “gross leasable area per 1 000 of the popula-

tion” Bulgaria occupies the 30
th
 place out of 34 countries at the end of 2013, followed 

by Ukraine, Greece, Bosnia and Herzegovina, and Serbia, with Norway, Luxem-

bourg, and Estonia topping the rankings with shopping center space density of over 

450 sq. m. / 1 000 (Malls, 2015); 

� With reference to the indicator “gross leasable area” Bulgaria occupies the 

26
th
 place out of 32 countries at the end of 2014, followed by Estonia, Greece, Latvia, 

Serbia, Luxembourg, Bosnia and Herzegovina, with the chart topped by Russia, 

France, and UK with over 15 million sq.m. of retail spaces (Gerrity, M., 2015; Cush-

man & Wakefield, 2015); 

� With reference to the indicator “average annual rent prices” Bulgaria remains 

well below the last one (Romania) out of 22 countries covered in the study of Cush-

man & Wakefield (2014). Russia ranks first with 2 545 EUR / sq. m. / year., followed 

by Ireland (1 800 EUR / sq. m.), the UK (1 555 EUR / sq. m.) and France (1 263 EUR 

/ sq. m.). 

Table 4 

Bulgarian retail market from an international perspective – 

a comparative analysis 

State 
Area, 

sq.km. 
Population 

GLA (sq.m.) per 

1000 persons – 

position, interval 

Average 

rent price / 

year (EUR 

/sq.m.) 

Average yield, 

% 

Norway  365 245 5 136 886 1 m., > 600 865 5,79 

Luxembourg 2 590 556 319 2 m., 500-600 1050 5,63 

UK 241 930 64 559 135 16 m., 200-300 1555 5,00 
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France 547 557  66 217 509 17 m., 200-300 1263 5,50 

Germany 348 540 80 970 732 24 m., 100-200 548 5,08 

Romania 230 030 19 904 360 26 m., 100-200 370 9,30 

Bulgaria 110 994 7 223 938 30 m., 100-200 258 9,25 

Greece 128 900 10 869 637 32 m., < 100 - - 

Serbia 87 460 7 129 366 34 m., < 100 - - 

Source: Author’s work on data from the World Bank (available from: data-

bank.worldbank.org/, accessed 02.05.2016) and market research of Cushman & Wakefield 

(available from: www.cushmanwakefield.com, accessed 02.05.2016). 

By the end of 2015 the trend persisted - Bulgaria kept its last place on density of 

retail spaces (less than 100 sq.m. / 1 000), while on the developed West European 

markets the index reached 926.3 sq.m. / 1 000, largely favored by climatic conditions 

in the Nordic countries (see Fig. 4). 

Currently, three shopping malls are expected to open (Plaza West, Markovo 

Tepe Mall, and Galeria Plovdiv) but the lack of new projects will inevitably result in 

shortage on the market for retail spaces in the coming years. In response, some traders 

are turning already to ground floors of office buildings and mixed-use buildings. 

 

Source: Author’s work on data from the market research of Cushman & Wakefield 

(available from: www.cushmanwakefield.com/en/research-and-insight/2016/ european-

shopping-centre-development-report-april-2016/, accessed 06.05.2016 

Fig. 4. The five countries with greatest and smallest density of retail spaces 

in Western (left) and Central and East (right) Europe 
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5. Future problems and development opportunities 

of the commercial real estate in Bulgaria 

In view of the present study, the main problems that lie ahead acting as a deter-

rent to shopping centers development in Bulgaria as commercial real estates may be 

summarized as follows: 

1. Low consumer demand which comes as a result of the low purchasing power 

and income of the Bulgarian consumers; 

2. Low rent rates, which  during the period fluctuated according to supply and 

demand for retail space and the market situation at national and local level; 

3. Expectations of both Bulgarian and foreign investors which have not been 

justified with regard to the development of retail market and the economy as a whole. 

As a major factor accounting for the low income levels we can point out the ineffi-

cient Bulgarian economy in terms of inefficient allocation and use of resources (at com-

pany and sectoral level), and in low labor productivity. In order to increase the efficiency 

and competitiveness of the Bulgarian economy, it is crucial to encourage investment, 

innovation and technology development with a focus on production and services with 

high added value and stimulate employment in sectors which experience a rapid growth. 

Labor productivity as an economic indicator is used to compare production out-

comes (newly created product) with labor inputs into the production process. In the 

long term, increased productivity is seen as the key to achieve sustainable economic 

growth and generate higher incomes. Some areas that should become a priority in 

overcoming obstacles to increasing productivity are suggested in the World Bank 

report “Productivity in Bulgaria: Lessons from the past, opportunities for the future” 

(2015), initiated by the Ministry of Finance. Such areas, according to the document, 

are: improving qualification and skills of Bulgarian workers, unlocking the potential 

of Bulgarian entrepreneurs for innovations, reducing regulatory uncertainty and bur-

den, creating fair opportunities for all companies and market players, and reforming 

the legal system so that it becomes more effective and a guardian of the inviolability 

of property rights and contract agreements. 

In setting rental prices, the interests of owners and investors should be taken into 

consideration in their capacity of landlords on the one hand, and traders and produc-

ers of goods and services, as tenants – on the other. Establishing and maintaining low 

rents comes as a consequence of reduced consumption and specific market conditions 

even though it has a direct impact on the profitability and sustainability of the shop-

ping centers as commercial real estate (investment property). To overcome these 

negative effects, we consider as appropriate the following measures: 
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- wider use of the so-called income related rents, i.e. linking rent to turnover in 

view of a minimum threshold; 

- more flexibility concerning the terms of rent contracts – up to date, contracts 

have been signed on a long-term basis for 5, 10 or even 15 years. 

Linking rent to turnover in our opinion will encourage traders to develop new 

locations, even in the presence of weak consumer demand, which can further ensure 

their stability. It is also necessary to seek a balance between the interests of owners 

and tenants by entering clauses that require a periodic rent review allowing for a rise 

of rentals in accordance with changes in market conditions, but also providing for 

contract early termination. 

To stimulate consumer demand on the other hand, it is essential to fine-tune the 

commercial mix, the quality of products and price levels so that they can correspond 

to the income levels and the magnitude of solvent demand in the serviced areas. Still, 

a significant portion of the offerings of shopping centers aim at consumers with high 

and medium incomes. 

A good solution here is to introduce different categories of retail outlets using 

different rebate or discount schemes, such as: clearance (seasonal sales), outlet 

(goods offered directly from manufacturer, usually at lower prices), discount (reval-

ued goods), off-price (brand goods at reduced prices) and others, as well as various 

combinations thereof. 

And last but not least – unjustified expectations of both local and foreign inves-

tors for the development of the Bulgarian market, as these did not foresee the major 

negative impact of the global financial crisis of 2008 and the ensuing economic reces-

sion in Europe. 

The macroeconomic growth and a series of reforms since the beginning of the past 

decade have uncovered the extraordinary potential of the Bulgarian economy. Many new 

jobs have been opened and local income started to approximate the average in Europe 

(World Bank, 2015). The global financial crisis of 2008 however, and the ensuing eco-

nomic recession in Europe are still a deterrent for the successful economic growth of 

Bulgaria. Economic growth is slowing, unemployment is rising and improvements in the 

standard of living of the majority of the Bulgarians remain stagnant. This situation is 

further aggravated by the demographic crisis and the ageing of the population. 

Taking the above into consideration, we think that owners of real estates in Bul-

garia should take the following actions and measures as appropriate: 

1. Offer an accurate assessment of the potential of each of the shopping centers 

in the country in order to secure optimum management of costs, effectiveness, tenants 

mix, etc; 
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2. Expand the social functions of shopping centers by organizing and mounting 

various cultural and sporting events, such as exhibitions, expositions, fairs, etc; 

3. Develop flexible marketing strategies in order to position the shopping centers 

as main tourist destinations. 

Conclusion 

We can conclude that despite the dynamic development of the retail market in 

Bulgaria during the period of study, our country legs behind other European countries 

in terms of gross leasable area and density of retail space. Among some of the most 

serious problems facing the development of the commercial real estate in the country 

are the following: low consumer demand, low rental prices and failed investors’ 

expectations and projections for macroeconomic growth. The actions that we believe 

need to be taken pertain to the following areas: 

� achieving a balance between the interests of owners and tenants in making 

the basic terms and conditions of lettings; 

� matching supply of shopping centers with the nature of consumer demand in 

the region; 

�  evaluating the potential of active shopping centers in order to improve their 

effectiveness. 

End Notes 

1. According to the National Accounting Standard 40, Accounting for investment 

property, investment property is a property (land or building, or part of a building, 

or both) held (by the owner or by the lessee under a finance lease) with the pur-

pose rather to earn rent or to increase the capital value, or both. 

2. The commercial potential of the national and local markets, resp. commercial real 

estates, is determined by the ability to generate income from the operation of the 

shopping centers, ensuring their stability. 
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