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1.

Foreword

The Covid - 19 pandemic and crisis faced by the whole world over the past year highlighted and
deepened some substantial issues not only in the economic and financial but also in the social area.
One of the issues concerning the posted workers was exacerbated and came to the fore in many
European countries, both in the construction and other key economic sectors. Just in such moments,
the role of the social partners and competent authorities, as well as transnational collaborations, are
extremely important for the awareness of the mobility issues of people and services from the point of
view of workers and employers in individual countries. This is a prerequisite for changes and
improvements in the international practices and regulations in this field.
Problems with posted workers, unequal pay and implementation of construction projects by
Bulgarian companies abroad are not new. They have been accumulated over the years and the
pandemic situation added new challenges to the traditional difficulties. This gave a serious impetus
to the Bulgarian Construction Chamber (hereinafter BCC) to take measures to tackle the challenges
related to people and services mobility, drawing on the experience of other European countries and
using its well-established network of partnerships and international contacts.
By analyzing the results of two international European projects concerning posted workers in the
construction sector - “EU Post Lab: Development of Administrative Cooperation and Improving
Access to Information” (2016 - 2018) and “ISA: Information Exchange Agreements” (2019 - 2021),
funded under the Program “Social Dialogue - DG Employment” of the EC, the BCC found that,
unlike other European countries, Bulgaria has not established a system for tracking different aspects
of posting workers in the sector. And the feedback system, or what happens in the realization of the
relevant missions, is extremely important for reducing the share of the grey economy, minimizing
discriminatory events, and ensuring the smooth implementation of the construction projects abroad.
The example of effective cooperation of the Portuguese Institutions and Social Partners, that have
developed a dynamic and comprehensive system for exchange of information on posting from
Portugal, proves this statement.
In Bulgaria, there is no institution or organization that collects information about the construction
activities of the Bulgarian companies abroad, respectively, there is no system for monitoring,
analysis, and management of this process. No system and/or platform is available to provide the
necessary information to stakeholders - tax authorities, administration, branch organizations,
companies, etc. At the same time, an increasing number of Bulgarian companies operate in the EU
member states, and in the recent years there has been an increase in violations and growth of the grey
sector, whereby victims are all participants in this process - our country, the countries to which
Bulgarian builders are posted, the construction companies themselves, as well as their employees.
Therefore, at the end of 2020, the BCC took the initiative to get acquainted with the Portuguese
experience in the field of information exchange for posted workers, to study the specific problems of
Bulgarian companies working abroad and to support the establishment of a feedback system in this
field. For this reason, the BCC organized several meetings with the Portuguese Labor Inspectorate
and conducted a marketing survey among construction companies which apply for the Form A1. The
results of the study are provided in this report.
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2.

Survey objectives

The main objective of the BCC survey is to receive a feedback from the Bulgarian construction
companies on the conditions for implementation of construction sites in the EU and the
administrative aspects of the process of posting workers. The analysis of the results of the survey
will highlight the challenges faced by Bulgarian companies when implementing construction
activities outside the country, and in particular, in the EU. In this way, the BCC will be able to assist
in improving the entire cycle of implementation of projects by Bulgarian companies in the EU,
including improvements specifically in the process of posting Bulgarian construction workers.
This report also briefly presents the Portuguese system for the exchange of information between
stakeholders on posted workers, which to serve as an example of good practice, with the potential to
be adapted to the requirements of the Bulgarian construction industry.
The main questions that the survey answers are:
What is the information exchange system for posted workers in Portugal, what type of
•
information is analyzed and the main institutions involved in this process?
What administrative problems do Bulgarian construction companies face when applying for
•
the Form A1?
What are the main problems in the implementation of construction sites in the EU countries,
•
related to contracts, local legislation, requirements for contractors and qualification of workers?
Have Bulgarian construction companies encountered discriminatory practices when
•
implementing projects in the EU countries?
The report is a translation of a shortened version of the original Bulgarian study, including all
transcripts of interviews, not translated nor published in English for reasons of confidentiality.

3.

Survey methodology

In order to respond effectively and in-depth to the objectives of the survey, the BCC team applied a
comprehensive survey method using a combination of quantitative and qualitative methods.
3.1.

Surveying the information exchange system for posted workers in Portugal.

After examining several monitoring systems for posted workers presented in the European projects
with the participation of BCC - EU Post Lab and ISA, the Chamber chose the Portuguese monitoring
and supervision scheme in this field. This is because on the one hand, like Bulgaria, Portugal takes
first places on posted workers in the EU. On the other hand, the analysis shows that the practice of
Portuguese institutions on the collection of information on posted workers is extremely successful in
terms of interinstitutional and international cooperation. In order to be able to deepen the survey and
examine the possibilities of adapting this system to the conditions in Bulgaria, at the end of 2020, the
BCC established contact with the Portuguese Labor Inspectorate - ACT, in order to conduct a
primary survey. It will take place in several stages in 2021, in order to examine detailed monitoring
and control methods and the feedback system used to track the actual process of posting workers
from Portugal. The BCC united its efforts also with the National Revenue Agency (NRA), which is
responsible for issuing the Form A1 in Bulgaria. The initial online meeting for the exchange of good
practices between the three organizations was held in December 2020, during which representatives
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from Bulgaria expressed their intentions and pointed out the key issues with the posted workers and
the main areas of potential cooperation with the Portuguese party. The next meeting with
representatives of the BCC, NRA, ACT, national social security institutes, trade unions and branch
organizations will be held in April 2021. Some of the discussion points are:
•
Portuguese institutions involved in collecting and analyzing information for posted workers
and companies working on construction projects in the EU, on the implementation of the contractual
clauses, the project implementation deadlines, the volume of the performed work, the level of
payment of the posted worker according to its respective specialty and position, the quality of
performance of the activities and claims made to the Contractor, if any;
•
Type of information collected by the Portuguese institutions during the posting period;
•
The legislative basis, which regulates the process of collecting information on posted
workers;
•
Legal framework regulating the process of collecting information on posted workers;
•
Practice for supporting Portuguese companies and individuals performing construction
activities abroad in the event of labor disputes, claims, complaints, etc.
This report only provides a brief presentation of the monitoring system for posted workers in
Portugal. The in-depth analysis and the report on the ability to adapt the system will be prepared at a
later stage, based on the upcoming meetings with the Portuguese Institutions in 2021.
3.2.

A survey among the Bulgarian construction companies

The BCC's survey on the challenges faced by the construction companies posted in the EU was
conducted in three stages, by combining the following quantitative and qualitative methods:
•
•
•

Analysis of a list of construction companies that have obtained the Form A1 in 2014 - 2019;
Questionnaire online survey;
Conducting in-depth interviews.

At the commencement of the survey, the BCC analyzed the list of 1,176 construction companies
that have obtained the Form A1 in the 2014 - 2019, which was officially provided by the NRA.
The analysis is based on the following methodology:
•
Verifying all companies in the database of the Central Professional Register of Builders
(CPRB) as at January 2021, in order to establish their current registration in the CPRB and providing
the following information: contact details, headquarters address, subject of activity and BULSTAT.
•
Online survey of the companies which are not registered in the CPRB in order to generate
emails for the purposes of the survey and to identify the circumstances abound them. The sources of
information is the search engine in the Commercial Register papagal.bg, the regional directory of
companies and other Google results, providing information about their business activity.
•
Quantitative and qualitative analysis of the list according to the results obtained from the web
survey.
The real survey was divided into two stages - a questionnaire survey (quantitative method) and indepth interviews (qualitative method). During the first stage of the survey, the BCC team made
invitations in the online survey to 563 companies with emails (47.9% of the companies have
obtained A1 certificate, of which 286 have been registered and 277 have not been registered in the
CPRB). Based on the responses of the 18 respondents, an overall assessment of the problems of the
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construction companies with respect to the implementation of sites and posting of workers in the EU
was made.
The second stage of the survey was conducted after the analysis of the questionnaires in order to
determine which topics the participants prefer not to comment on and to adapt the questions to the
respondents. Most of the participants in the survey were definitely reluctant to answer in writing
some sensitive questions, such as whether they felt discriminated against or whether they sought
their rights in court upon unfair treatment by the main contractor. This is why the BCC conducted
the second stage of the survey using in-depth telephone interviews, a qualitative survey method
that involved conducting individual interviews with a small number of respondents from a specific
target group in order to study their expert opinion on a particular topic. In this way, the BCC team
was able to gather much more detailed information, as well as ask additional clarifying questions
needed for the analysis. During this stage, seven telephone interviews were conducted,
predominately with owners of construction companies registered in the CPRB and operating on sites
in EU Member States. The purpose of the interviews was to study the current problems in the
process of posting workers, as well as to collect specific recommendations for improving the
process, including recommendations to the Bulgarian construction industry and proposals for
assistance from the Chamber of Builders in Bulgaria

4. Overview of the monitoring system of the posted workers in
Portugal
The prevention and detection of undeclared work and frauds related to the labor legislation in
Portugal is realized through cooperation and exchange of administrative data between the Labor
Inspectorate, the tax authorities and the National Social Security Institution. The Portuguese
competent authorities operate the following two databases for the exchange of information relating to
employees in the economic sectors, which also include posted workers:
•
The national database Quadros de Pessoal (QP), covering information on companies and
workers employed in the construction sector;
•
SINAI, covering all activities related to the verifications and inspections of the Portuguese
Labor Inspectorate (ACT)
The national database (QP) concerns those employed in the individual economic sectors and is
managed by the Strategic Planning Office (GEP) at the Ministry of Labor and Social Security. The
database provides information on:
•
the structure of the enterprise (company’s establishment, its economic activity, location,
share capital, legal status and turnover amount);
•
employees (position, employment status, education and training, gender, date of birth, date of
appointment, type of the contract, term of the contract and nationality of the persons);
•
remuneration (basic salary, regular bonuses and allowances, other overtime allowances and
compensations);
•
length of working-day (including overtime) and up-to-date information on the collective
labor agreement.
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The information in the database is updated by the managing authority - GEP on the basis of
mandatory declarations submitted by the companies. Data are summarized in certain categories and
verified, including by the national statistics, to prevent fraud. The information is available in
electronic format, but is only accessible by the users specified.
The national information system for inspection activities (Sistema de Informação Nacional de
Ativitade Inspetiva, SINAI) is managed by the ACT and provides information on all inspection
activities. SINAI is structured in various modules, such as health and safety, accidents at work,
inspections, business trips, etc. In the case of posting, each entry in the database corresponds to a
secondment contract, which may include a variable number of workers (the lack of notification of a
secondment contract, which is still a common practice, shall be fined). SINAI provides the following
information:
•
general information about the companies (trade name, its headquarters, subject of activity,
year of registration, tax identification number and social security number)
•
company-specific information (risk assessment, health and safety report, and history of
inspections performed)
•
employees
•
accidents at work
•
data from the inspections regarding occupational accidents, industrial licenses, specialized
inspections, number of warnings and reports prepared, etc.
•
data on posting (employer, name of employees, identification number, category of work, date
of birth, place of posting and place of work, home company, host country and posting period).
The system allows verification and cross-checking of information and supports the management and
organization of inspection activities, as well as the exchange of information between ACT's regional
and central offices at any time and the coordinated imposition of sanctions. Since the introduction of
the Internal Market Information System (IMI), the ACT has already shared data on posted workers
and companies with inspection bodies from other EU countries, and Portugal is the country with the
highest number of requests for information in this regard.
In general, SINAI is defined as a very reliable system, but the software used is outdated and the
database itself is cumbersome, difficult to update and does not provide real-time data. In the case of
posting, where the data depend on the declarations that companies submit to the inspection bodies,
still a big difference in the information exists, as many companies do not submit the required
declaration due to ignorance.
Labor inspectors have access to the employee social security database (but not to company
information), as well as to the databases of the tax authorities, the Commercial Register, the Institute
of Financial Management and Justice, the customs services (SEF) and the Authority for Supervision
of Social Security and Pension Funds (ASF) 1. Although, at first glance, the labor inspectors have

1

In addition, the ACT provides intranet services for inspectors, inspection guidelines, sample procedures, instructions for
preventive and inspection actions, checklists, electronic publications, and information on collective labor agreements,
national and international legislation on industrial relations and health and safe working conditions. It also partners with
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access to various platforms with information on the companies managed by the ACT and other
public entities, their limitations stem from the fact that these databases are not updated in a timely
manner. Nevertheless, the sharing of experience between the labor inspectors is essential for the
proper and effective implementation of inspection and law enforcement activities.

5.

Analysis of the list of companies that have obtained the Form A1

In response to an official request for information, the NRA provided the BCC with a list of a total of
1,176 Bulgarian companies performing construction activities in the EU, which have obtained
the Form A1 in the period 2014-2019. The BCC team conducted a survey of these companies in
two stages - verification in the CPRB to find out which of them are registered, and web survey of the
unregistered companies to check the circumstances about their activities.
According to the Chamber of Builders Act (CBA) „subject to entry in the CPRB are Bulgarian and
foreign natural and legal persons, registered as traders under their national legislation, their
branches, state and municipal enterprises, which perform construction activity on the territory of the
Republic of Bulgaria, from first to fifth category under Art.137, para.1 of the Spatial Planning Act,
or separate types of construction and assembly works, specified in the classification of economic
activities (NACE.BG-2008), construction position“. Entry in the CPRB is an initiative for
transparency and quality, guaranteeing that the construction companies actually have the capacity
and proven experience in the relevant construction category. Registration in the CPRB is also
required when applying under public procurement notices. The list of companies registered in the
CPRB is dynamic, i.e. every month some construction companies are deleted due to various
circumstances and new ones are entered. The reference in the CPRB on the number of registered and
unregistered companies that have obtained the Form A1 in the period 2014 - 2019 was made
according to data as of January 2021. The BCC team found that as of that date out of a total of 1,176
construction companies 324 or 27.6% of them are registered and the remaining 852 are not
registered in the CPRB. However, due to the dynamic nature of the register, it is possible that nonregistered companies as of January 2021 were registered in the CPRB at the time of applying for the
Form A1.
The CPRB database provides extensive information on all registered builders, with whose help the
BCC team found the contact details of all 324 registered companies. For 38 of them, no e-mail
addresses were provided during the procedures for registration and re-registration of their
construction activity. This is not unusual, as many Bulgarian builders, especially those from small
settlements, perform their activities mainly through personal contacts and/or telephone
communication. For this reason, only 286 of the companies registered in the CPRB were invited to
participate in the questionnaire survey.
For the remaining 852 companies which are not registered in the CPRB or 72.4% of the total
list, the BCC conducted a web-based survey using the methodology described in Chapter 3 above to
find their emails for the purposes of the survey and to establish the circumstances about the
companies such as headquarters address, website and subject of activity:
other organizations in connection with inspections and verifications of construction companies, such as, for example,
technology centers and training organizations.
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•
Email address were found for only 277 or 32.5% of the total number of unregistered
companies, and 48 or 5.6% of them also have websites. All of them were invited to participate in the
survey.
•
No email addresses were found for 544 or 63.8% of the unregistered companies, but 15 of
them have an active profile in the social network facebook.
•
23 or 2.7% of the unregistered companies were not found as legal entities or several
companies with similar names were found, due to which no precise information about them was
identified.
•
Less than 2% of the companies are in bankruptcy, liquidation or have been deleted from the
Commercial Register.
•
For about 1% of the companies information about proceedings on various labor cases,
including work abroad, administrative penalties imposed by the General Labor Inspectorate, unpaid
debts was found.
Although the high percentage of companies without email addresses or web sites - 63.8% of the
unregistered and 46.3% of the overall list of the NRA at first glance seems embarrassing not
necessarily all of them are inactive or fictitious. A further BCC survey shows that 210 or 37.9% of
companies without email addresses have phone details2 in online directories, which suggests that
they are rather small companies operating in the province. In support of this allegation, 170 or
80.9% of them are based outside Sofia, 49 or 23.3% are from larger cities (Burgas, Varna, Veliko
Tarnovo, Ruse, Stara Zagora and Plovdiv), and 121 or 57.6% are from small settlements, which
suggests that these companies operate on a relatively limited scale. In addition, 80 or 14.7% of
companies without email addresses have profiles on job posting sites, which suggests that they
periodically recruit workers. Also of key importance is the fact that 638 or 80.1% of the total of 852
companies that are not registered in the CPRB have the legal form of sole trader (ET) or sole
proprietorship with limited liability (EOOD), from which it can be concluded that most of the
unregistered companies are small.
The BCC team also checked the representative sample of the unregistered companies in the
Commercial Register on the principle of “checking every tenth” company as of January 2021. The
purpose of this reference was to find dependences as related parties based on the announced
ownership information, whether companies have the status of “operating” or have ceased their
trading activity, whether they are in bankruptcy or have been declared bankrupt. The conclusions
made from this inspection in the Commercial Register, presented below, outline the dynamics of the
commercial life and the trends that can be the subject of further in-depth analysis:
•
Regarding their status, all inspected companies are "operating" and have not been deleted
from the Commercial Register (CR). The deletion from the CR itself is a long, complicated and
difficult process, including liquidation, full inspection by the NRA, additional procedures under
VATA, if the company has a VAT registration, which may lead to its avoidance in practice.
•
With regard to the declared subject of activity (part of the content of the constituent act of the
trader, subject to entry in the CR, discloses the content of the trader's activity and presents it in
economic life) in practice it has lost its relevance in so far as legal persons have a general, universal
2

The team has not checked whether these phones are actually active.
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legal capacity. The inspection of the companies showed that the announced subject of activity is
diverse, most often a wide range of types of activities are listed, with the included standard text ”as
well as all transactions, services and activities not prohibited by law“.
Here are some examples:
o
„Construction and construction and assembly works in the country and abroad, trade in construction materials,
purchase of goods and other items for sale in their original, processed or treated form; sale of goods of own production;
restaurant business; commission, forwarding, leasing and warehousing activities; commercial representation and
mediation; transport, hotel and tourist activity /after obtainment of a license/, information, program, household and
communal services to the population; building entrepreneurship; trade in real estates; production, purchase, processing or
treatment and sale of agricultural products; production and trade of construction and industrial products; organization of
fun games and sports trade; trade in petroleum products and their derivatives; construction and assembly activities,
including design and maintenance, ventilation, air conditioning, heating, as well as all other transactions, services and
activities not prohibited by law“.
o
„All types of construction and assembly activities, HIGH-RISE BUILDING CONSTRUCTION, ROAD
INFRASTRUCTURE, design and installation of plants, investment, entrepreneurial and construction and assembly
activity, trade in construction materials, production, installation of aluminum and PVC windows and doors, sales and
purchase, rental of real estate and movable property, commercial representation, mediation and agency to Bulgarian and
foreign individuals and legal entities; commission, forwarding, leasing and licensing transactions; marketing, advertising,
information and tourism activities; consulting and other services; mediation to Bulgarian citizens for work abroad and in
the country. Intermediary activity for employment after a certificate issued by the Minister of Labor and Social Policy;
informing or advising jobseekers and employers; hotel and restaurant business; hairdressing and cosmetic services; as
well as all other commercial activities permitted by law.”
o
“Production and trade activity, production of alcohol and alcohol derivatives; purchase of goods or other items
for the purpose of sale in their original, processed or treated form; commercial representation and mediation; tourist,
advertising, information, programming and impresario services; construction, transport, including international road
transport and services to citizens and companies, as well as any other type of commercial activity that is not prohibited
by law“.

•
Regarding the question whether the owners (when this can be established in the Commercial
Register) own property in other companies that are registered in the CPRB, the reference showed
that for 3 of the companies, or 5% of the representative sample, the declared owners have property
in other companies, 2 of which were registered at a certain point in the CPRB, but were subsequently
deleted, and 1 company was registered at the time of making the reference.
•
8 (14%) of the companies have been entered in the CPRB in the past, but at the time of
conducting the survey they have been deleted.
•
1 company is entered in the CPRB at the time of making the reference.
•
The owners of 25 (44%) of the companies do not have interest (ownership) in other
companies.
•
The owners of 25 (44%) of the companies participate in other legal entities engaged in
various commercial activities.
•
The ownership or part of the ownership of 10 (18%) of the companies belongs to foreign
individuals (from France, Germany, Macedonia, Turkey, Serbia, Romania).
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6.

Analysis of the survey results

Shortened version
Fig.1: European countries where the respondents have posted workers.
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Fig.2: Type of construction works
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Fig.3: Number of posted workers
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Fig.6: Companies that have used consulting services to carry out their activities in the EU
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Fig.7: Sources of information for posted workers
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Fig.8: Do you think that cooperation between the authorities responsible for posting workers
could had been better?
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Fig. 9: Did you need to conduct additional training for your employees to work in EU?
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Fig.10: Do you think that remuneration costs, according to the local legislation, have been an
additional administrative burden for you?
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Fig.11: Have you been discriminated on grounds of nationality, education, beliefs, political
affiliation, personal or social status, property status, etc.?
100

88%

90
80
70
60

50
40

30
20

12%

10
0
Yes

No

14
Fig.12: Do you think that the contract conditions could had been different had you have been a
local subcontractor?
70

63%

60
50
40

37%

30
20
10
0
Yes

No

Fig. 13: Do you think that the inspections by the labor, tax and immigration authorities have
been more compared to the inspections for local subcontractors?
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Fig.14: Was the main contractor diligent when fulfilling his obligations under the contract,
including financial obligations?
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Fig.15: In case the main contractor was in breach of his contract payment obligations, did you
try to fight for your rights in the court?
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Fig.16: Do you think that some of the requirements for work and posting of workers in the host
country are unbearable, e.g. administrative requirements, taxes, social security contributions,
terms of the construction contract?
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Fig.17: Would you like to execute another project in this country again?
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Analysis of the results from the in-depth interviews

The seven in-depth interviews conducted with representatives of Bulgarian construction companies
working in the EU and posting workers revealed several major issues related to the mobility of
people and services. They are due to administrative barriers, the specifics of national legislation and
the behavior of the main contractors and/or partners towards Bulgarian companies abroad. These
issues can be summarized in the following categories: application process for the Form A1, transfer
of social security contributions in Bulgaria, discriminatory practices by the main contractor and
unfair treatment of partners abroad.
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7.1. Problems related to the Form A1 and social security contributions for posted
workers in the EU Member States
The issues related to the procedure for application and approval the issuance of the Form A1 by the
NRA are those that the construction companies underline:
•

Proving the turnover from the company activity in Bulgaria.

The NRA requires companies posting workers abroad to prove that they have realized in Bulgaria at
least 25% of turnover (home country) in the last one (1) year from the date of application for the
Form A1. Although this requirement is in line with the European legislation, sometimes it becomes
an obstacle for the Bulgarian construction companies to post workers, as the turnovers of the
companies are different in the different months of the year. On the one hand, this discrepancy is due
to the seasonality and long-term nature of contracts leading to a non-permanent cash flow, and on the
other hand, to the current financial and economic uncertainty on a global scale. At the same time,
according to one of the respondents, the requirement for proving 25% turnover is not applied by all
of the NRA regional offices. He shared that the company has obtained the Form A1 with a proven
18% turnover realized in Bulgaria in the last year, but at another office, they have been refused to
obtain the Form A1 with a 24.5% turnover proven.
Another case, which arises when proving the company's experience, is the submission of accurate
documents that, however, do not respond to the real situation. At this stage, there is no system to
verify the veracity of the information submitted to other databases, such as a flow of invoice
payments and verification of contracts for construction and assembly works. This leads to unfair
competition and places the diligent companies in a disadvantaged situation.
•
Personal submission of applications for the Form A1 and accompanying documentation
on paper.
The documentation for issuance of the Form A1 for each employee who the construction companies
present to the NRA must be personally submitted in a paper form. In addition, some of the
accompanying documents that do not change over time are repeated for all employees of the
company, as well as for the individuals, when applying for the Form A1 at different times. These are,
for example, contracts entered into by the Company in the recent years, the list of all employees by
months and posts in the last year, contracts and invoices from abroad, turnover references for the
same period, applications, headquarters declarations, employment contracts, etc. According to most
respondents, the submission and storage of paper documents is not only unnecessary but also leads to
a substantial waste of time (for preparation, printing, inventory and consideration) and resource
(paper, searching for information and storage) for both parties. Much easier and convenient would be
the application, approval and storage of the documentation to be made electronically and a dossier to
be created for each company and updated periodically.
•

Deadline for issuing the Form A1

The deadline for issuing the Form A1 is at least three (3) weeks for relatively large companies with
significant experience abroad and for the smaller companies with less experience the issuance of the
document takes even more time. According to most respondents, this is a long period that has a
negative effect on the planning of their activities, especially if extraordinary circumstances arise. In
addition, the procedure is not flexible and does not provide for an accelerated procedure for issuing
the Form A1 in case of any changes in the circumstances of the contract (e.g. extension of its
deadline) or in an unforeseen leave or provision of a long-term hospital sheet of any employee. In
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these cases, the employer must reapply for the Form A1 for each worker, providing the entire
package of documents. One of the big companies shared another example that when applying for the
Form A1 for a newly hired employee who was previously unemployed, the following case had
occurred: during the unemployment period he has paid all the health insurance but did not know that
he must also submit the respective declaration under Art.7 to the NRA. This leads to a refusal to
issuing the Form A1 because without the corresponding declaration, the newly appointed employee
must work at least one month under an employment contract in the seconding company before to go
abroad. This not only hampers the employers but also leads to additional work related to preliminary
verification of their employees to be hired under employment contracts.
•

Social security contributions and remuneration of posted workers

The issue with the social security contributions and the worthy pay of the posted workers is the most
acute and has been exacerbated following the accession of the poorest Member States such as
Bulgaria and Romania, where social payments and minimum wages are the lowest. This topic is the
most laconically discussed during the interviews. On the one hand, companies complain about
administrative complications with the payment of social security contributions in case of posting,
and the need to resort to costly lawyers to understand how to abide rules.
The other side of this question is the abuse with the actual remuneration of workers. According to
unofficial information, many companies do not reflect the actual overtime work when completing the
attendance form or pay less than the agreed net remuneration in the supplementary secondment
agreement. This practice aims to reduce the labor costs that are much more given the higher social
contributions that are paid abroad. This affects the share of the grey economy and the welfare of
workers, but they agree on this condition, given that the salary they receive for the performance of
sites in any foreign country is relatively high. Following the introduction of the Directive
2014/67/EU, control was tightened, nevertheless some employers managed to find “loopholes” and
to circumvent the law.

7.2. Administrative and regulatory requirements in the EU
The problems of Bulgarian construction companies in the implementation of construction sites
in the EU are not so much related to the size, complexity and types of administrative requirements
concerning taxes, social security contributions, etc., but rather to the lack of administrative capacity,
knowledge and experience in managing the process by Bulgarian companies. Most of the
respondents who have sufficient experience abroad and who work with qualified employees and/or
reliable partners abroad do not have difficulty in respecting local tax and labor legislation.
Definitely, the rules are different compared to the conditions in Bulgaria, but construction companies
implementing sites in the EU Member States are aware that they must actually meet the requirements
for experience and qualification and provide for higher costs associated with the mobility of their
employees and with the obtainment of the necessary documents. The main parameters forming the
cost of construction are the cost of the construction equipment and the labor costs. While the value of
machinery and equipment is relatively similar, labor costs vary depending on whether the contractor
/employees are local or foreign persons, and the competition from countries like India and China is
becoming stronger. Taxes and social security contributions are much lower than in other Western
and Central European countries, therefore the higher tax and social security obligations in these
countries significantly increase the labor costs. This difference is offset by the higher cost of
construction output in the country concerned, but to happen this, expert knowledge of local
legislation is needed.
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One of the respondents summarizes this point of view as follows: „The legislation, norms and rules
in the EU are clear - they can not be different and can not be specific to individual construction
companies. They are as they are for all working in Germany, for example, as well as for their
workers. The issue of the additional administrative burden has more important dimensions.
Bulgarian construction companies have a problem insofar as they are not familiar and do not
understand the local legislative basis and have a shortage of skilled staff that can administer this
process. Including, language proficiency, legislation knowledge and administrative requirements,
etc. Therefore, Bulgarian companies working abroad should improve the qualification of their
employees to avoid difficulties arising from the specifics of national legislation“.
Regarding employee qualifications, in most cases companies do not encounter difficulties.
Regardless of the diplomas and certificates owned, the skills of the builders or the lack of such is
manifested immediately during the work process, as in most cases the work is controlled by a
resident and the low quality of construction works is not tolerated. One of the respondents with many
years of experience in Germany shares its observations that the qualification in Germany is assessed
on the basis of the real efficiency of the work of construction workers rather than on the formal
qualification requirements. „Workers' qualifications should be impeccable. In Germany, the training
of each worker after completed work at a particular site is mandatory. The aim is to continuously
improve the qualifications, knowledge and skills of all employees in the construction sector to
contribute to the competitiveness of the German building industry as well as for fair competition in
the sector“, he said.
One of the respondents with extensive experience in more than 10 European countries says that each
country has certain training requirements for workers safety and health and to prove these skills
specific documents should be provided. Their issuance is not difficult but takes time and requires
local partnerships or representatives: „It may be easier if there are unified European certificates for
training on the Health and Safety at Work Act because we work in many countries with many
workers for whom we have to obtained different documents in different countries. For us, all this is
not a difficulty because in each country we have local representatives who have experience in
construction field and we can ask them. But if you do not have such network of contacts and if the
main contractor does not help you, it is difficult then“.

7.3. Discrimination and improper attitude on the part of the main Contractor
About half of the respondents shared that they were to some extent witnessed discriminatory and/or
improper attitude on the part of the main contractor. However, this can in no case be considered as a
trend in the EU Member States or to be accepted as a typical behavior towards the Bulgarian
companies. Discriminatory practices are seen to a greater or lesser extent anywhere, and they depend
on where you work with whom you work and which on both parties can take advantage of your
stronger position. „Germany, for example, is a great country and has a variety of manifestations of
this process, but this happens. Personally, we have felt some discrimination at one of the sites, where
the technical manager was a woman, inexplicable for us, given that she was very skilled and did her
job well“, said one of the respondent. According to him, the disregard for the skills and abilities of
Bulgarian employees is a common phenomenon, which, however, is overcome with the
accumulation of experience and proving the company abroad. Another important aspect is to build
stable and long-term relationships with the same main contractors and partners, because then
confidence in the quality of the service provided is established, predictability in professional
relationships and workmanship, and even friendship. Last but not least, provision of effective
communication significantly shortens discriminatory practices. That is why it is extremely important
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that the Bulgarian company has at least one employee who speaks the local language in order to
communicate freely with the teams, local stakeholders and inspectors and to adequately organize the
logistics related to transport, supply of materials and everything necessary for the work process.
This opinion is also complemented by another respondent who states that more serious companies at
the position of a main contractor realize that they themselves take responsibility for the
implementation of the sites, but the quality of the work depends on the subcontractors. The investor
is interested and seeking responsibility only from the main contractor, no matter what is going down
the chain of subcontractors. Therefore, there is the pursuit of maintaining good and professional
relations with builders, regardless of their origins.
The German practice shows that main contractors work either through frequent replacement of
subcontractors, which actually causes loss to some extent to both parties, or work with a certain
circle of subcontractors. The second model of work gives better results and economic benefits for
both parties because it builds good coordination, mutual understanding and respect. The other aspect
of long-term partnerships is that in the process of work (here the issue is based on the organization of
the investment process, as in Germany it starts with summary indicators and practically the projects
are adapted at the commencement of the work at the construction site), it is not possible all elements,
details and problems to be foreseen in advance. The main contractor at a site, who generally is not an
investor but performs some assignment (private or public), is interested in working with a partner subcontractor who is familiar with the matter and the German practice and works at the required
quality level. Thus, the subcontractor is in a position to claim various omission and/or unforeseen
specifics, complexity and types of work, and in turn, the main contractor may also claim them from
the contracting authority.
The analysis of respondents' answers shows that although discriminatory practices and improper
attitude towards Bulgarian contractors are still observed, their intensity decreases after Bulgaria's
accession to the European Union. On the one hand, this is due to integration, harmonization of the
EU legislation and cohesion policies, which leads to the introduction and mastering of foreign
experience, validating the skills of workers and facilitating the work process in the member states.
On the other hand, over the past few decades, the Bulgarian and Eastern European construction
companies proved that they can perform qualitatively and conscientiously their work and are even
preferred than local workers as they are more likely to perform their duties overtime, a feature
observed not only in the construction sector. The reduced discrimination is due to the worsening
image of the construction sector in Western Europe, as a whole, and the big shortage of local labor
force, so an increasing number of companies are directed towards selection and training of young
people and/or subcontractors from Central and Eastern Europe. The negative aspect of this trend is
that dependence on foreign subcontractors and workers is revealed, which in turn leads to shortages
of staff in the home countries. In this regard, one of the respondents gave an example that a
Bulgarian team started formwork at 4 am, worked for several overtime hours, the next day the
formwork had dried and work continues as planned. The German gang, if finishes its work at 16 pm,
it will do some small work by 17 pm and will leave, and on the next day it will start with the
formwork activities and thus 8 hours of work shall be lost.
Some of the cases of improper attitude and discrimination in Germany3, described by respondents
are:
3

Bulgaria is second by posted workers to Germany, which is why examples of negative attitude are from that country.
Some respondents express impressions shared by their colleagues.
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•
Some main contractors in Germany benefit from the lack of knowledge by Bulgarians language skills, knowledge of traditions, work, legislation, local technologies, etc., and take
advantage of these circumstances to pay less to the Bulgarian subcontractor. An example of such
behavior is that they do not sufficiently detail the contractual terms and conditions, increasing the
labor and time for completion of the site. Many companies gave up their work in Germany having
affected by such practices.
•
A respondent with almost 20 years of experience in Germany, who has completed a total of
39 sites, said that although in most cases it has worked with good partners, he still has encountered
also negative attitude. It is common practice to make claims regarding the deadlines for the
completion of the site, the organization and the realization of the production process, the provision of
construction mechanical equipment and supplies, which in most cases is not through the
subcontractor’s fault. The other issue is related to the treatment of formwork: „Practically, every
company gets counter accounts for damages to the formwork, which in the majority of cases are
fabricated, excessive and do not correspond to the real situation“, he said.
•
Another aspect of discrimination against Bulgarian companies contributing to an improper
attitude is the belief that they could become competitive and displace local companies when winning
projects. This is due to the fact that Czech, Polish and Hungarian companies that are geographically
and culturally closer to Germany and joined the EU earlier than Bulgaria, gradually acquired
experience and grew up to main contractors, “taking away” some share of the public procurement
orders from the local businesses.
•
Striking cases of an improper attitude by several German main contractors before 2007
describes one of the respondents related to the working conditions, the attitude by local persons
towards workers, bad domestic conditions, abuse by main contractors and German services and
unreasonable accusation of bad performance of the work. In one case, after completing the work by
one of the sites, the main contractor made accusations that the workers have damaged the formwork
while cleaning it with metal brushes, which is why he claims the full amount of formwork (EUR
80,000) to be paid to him. After negotiations, the Bulgarian subcontractor paid 25% of the amount.
On other two sites, when a check by an employment inspectorate and clarification of the
circumstances of the site were made, a translator has not been provided, and workers were to sign
documents in a local language that they did not understand, resulting in a solid fine. The
subcontractor has sought the rights in court due to his conviction that the accusations were
unfounded, and the fine was decreased to 10% of the original amount, and his opinions about his
work in Germany is: „Despite the higher pay, I do not praise the work abroad! Besides the money,
we are talking about harassment. It was generally the attitude of the Labor Services and of the
German main contractors and investors to us - as a second quality man. So, after I have worked at 5
sites there, I told myself that I will not anymore work in this country. My great mistake was that I
went to work there. As my Spanish colleagues say “German sites are for German companies”.
•
According to another respondent, a common practice by the main contractor in Germany is
not to pay the last tranche of the agreed amount. According to him, the reason is to put pressure
when concluding the contract for the next site at possibly lower prices. However, if the Bulgarian
construction company opts the conclusion of a new contract, the amount is not paid, and the
subcontractors are often discontinued the demand for their judicial rights due to the high cost and the
accompanying psychological factors in leading such cases. He adds that discrimination in Germany
is targeted not only to our companies which post employees, but also to companies of Bulgarian
citizens registered in Germany. Therefore, a Bulgarian company almost has no chance to be chosen
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as the main contractor for a site in Germany, nevertheless it is able to prove a good documentary and
real experience.

8.

Recommendations

Respondents' recommendations on improving the posting process of workers summarized below,
mainly concern the work of the administration in Bulgaria and proposals to expand the services of
the social partners and in particular - BCC.

8.1. Interpretation of the Posting of Workers Directive and improving the process of
issuance of the Form A1:
Respondents are adamant that application for the Form A1 should be made electronically. This
would save a lot of time and effort, both for the applicants and for the NRA employees. For each
company, a dossier can be opened with the NRA system in which the necessary documents for the
company can be kept. Thus, when re-applying, the company will have to update the information if
necessary and only to prepare the unique documents for the current posting. This would make it
easier to search for information, would improve the backup and storage of documents and would
shorten the time for reviewing the submitted information and for issuing the Form A1. The
authenticity of the documents submitted must be verified, of course, but this may be made
periodically, without the need to be submitted the same documents concerning the company's
circumstances within a period of 3 months, for example, and to print huge volumes of papers with
partially repeated information.
The deadline for issuing the Form A1 often delays the work of Bulgarian construction companies,
especially of the smaller ones. The time for issuing the Form A1 could be foreseen and planned, but
in the urgency of the contract, fluidity of manpower, phased posting of people or, if necessary, a
rapid change of a worker due to illness or other exceptional circumstances, the lack of flexibility and
rapid reaction by the NRA makes it difficult to implement the contracts of the companies within the
specified deadline because they have to apply again with the full package of documents. According
to one of the respondents, the Form A1 in Austria is issued for a company and not for a natural
person which facilitates and speeds up the procedure.
The literal transposition of the Directive concerning the posting of workers and the pursuit of
reducing the share of abuses when applying for the Form A1 hampers to some extent also the
diligent companies. Putting the emphasis on the availability, punctuality and accuracy of the
submitted documents, displaces attention from the substance, reality and specificity of certain
economic sector, which is particularly valid for the seasonality and long-term construction contracts.
In this sense, the recommendation to the NRA is to be more flexible when applying quantitative
indicators for assessing the company's application, depending on the economic sector concerned.
Proving 25% turnover in Bulgaria by the construction companies is quite relative due to the variation
of their turnovers in the sector. It is important, of course, on the basis of the documentation to
determine whether the company is indeed a construction company, what kind of activity it performs,
what is its experience and capacity in its own country, to prove that it can actually carry out this
activity also abroad. Adding a requirement for registration of the construction companies in the
CPRB would facilitate this process, however, this is useless if the categories and type of
constructions are not taken into account, which the builder has the right to perform, which is actually
very important for proving its actual experience and capacity. Namely, the category of the company
according to its registration should be compared with the references and contracts provided to assess
whether it really has the relevant skills and qualifications.
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8.2.

8.2. Recommendations to companies implementing projects abroad

The degree of preparation of the Bulgarian companies in terms of legislation and business
environment in the European countries has a significant impact on the smooth implementation of the
projects. Therefore, companies that have encountered administrative problems should focus their
efforts and tools to improve their employees with regard to language skills, technology, legislation,
administrative requirements, etc. Important are also the actual professional skills and competencies
of construction specialists. In Germany, for example, training and the relevant certificate of
professional skills is necessary but not a sufficient condition for proving experience, because the
quality performed within the term of the contract depends on the professional qualities of workers
and not on their diplomas. The continuous upgrade of practical experience of specialists, increasing
their motivation through various incentives, especially financial, would increase the competitiveness
of both individual companies and the Bulgarian construction industry, as a whole.
With regard to discrimination, it is available, whether or not the company is registered in Bulgaria or
abroad and depends on many factors, including subjective, which can hardly be influenced.
However, its negative effect could be mitigated if the Bulgarian companies choose skillfully and
carefully the main contractors with whom they work - loyal companies with proven experience that
realize that the proper attitude towards subcontractors on negotiation, deadlines and fair contractual
payment brings benefits to both parties. However, it is also important that the Bulgarian companies
must continuously strive for higher quality, improving their skills and adaptation to the economic
reality in the country concerned. Thus, over time, they will be able to establish good and professional
relationships with the main contractor.

8.3. General recommendations
administration

to

the

social

partners

and

the

Bulgarian

Several of respondents' recommendations concern the BCC services:
•
It would be useful to make a handbook for individual European countries on the
requirements, timing, types of construction, the definition of movable and unmovable objects,
cadastre registration requirements, average wage and/or minimum amount of remuneration in the
sector, etc. All these aspects have an impact on the tax deadlines and contract terms and conditions,
and the construction companies, and especially the smaller ones can hardly devote time and resource
to conduct such a survey.
•
Consultations with law firms and accounting houses which are familiar with the process of
European labor and tax legislation are extremely useful and reduce the risk of improper attitude, noncompliance with local legislation and violations due to the lack of such specific and specialized skills
among the construction companies. However, they are quite expensive and therefore the BCC could
provide such general information about its members in the form of questions and answers or
specialized articles. In this way, companies will be helped and the cost of these services in the
industry will be optimized.
•
The registration in the CPRB of BCC could serve as a guarantor that the company applying
for the Form A1 is competent and have proven skills for the respective category of construction. This
would reduce the need to submit the same documentation for the company concerned when reapplying for the Form A1. A closer cooperation between the NRA and the BCC in this respect has
the potential to reduce the administrative burden for the registered companies to shorten the
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processing time of documents and for issuance of the Form A1 and to increase the added value of the
BCC services.
•
Joint actions and partnerships between branch organizations and competent authorities from
Bulgaria and other European countries on the monitoring, analyzing and controlling the process of
posting workers and its realization would also contribute to reducing the breach and share of the grey
sector from which they all suffer - both businesses and workers and the home country and the host
country.
•
In some countries as France, certification of the activity of the construction companies from
certain accreditation organizations is required to participate in public procurement contracts - one
local or two international (International Accreditation Forum and the European Accreditation
Office). This makes it difficult for the Bulgarian companies to take part in tenders because the
certification process is quite complicated and difficult. The BCC, as an organization certifying the
activities of Bulgarian builders, could investigate the possibilities of becoming a member of one of
these two European organizations. This could open many new opportunities for the registered
companies working in the EU.

9.

Conclusion

The survey of the conditions for the implementation of construction sites and the posting of workers
in the EU gives grounds for several main conclusions to be drawn:
First – From the EU's point of view, the regulation of the process of posting workers as a whole is
extremely important and, although it is generally comprehensive, fair and reliable, it needs constant
monitoring, analysis, correction and improvement.
Second – Over the last seven years, our country, and in particular, the administration has
accumulated a lot of experience and enters the stage of transition from control to active monitoring,
management and development. Here we must note the active assistance of the NRA, without which
this survey would not be complete and objective. It is especially important that the NRA provided
this assistance to the BCC in the midst of the pandemic, and subsequently their representatives
joined the talks with Portuguese colleagues.
Third – This market segment for almost all European countries, especially when it comes to the
direction from the periphery to the center or from poorer to richer countries, corresponds to or
overlaps with the grey sector in the construction industry. This is unacceptable for us as part of the
European family and for itself as a whole.
Forth – The mechanisms for monitoring, analysis, development and improvement of the process are
clearly defined, moreover we have the experience of other countries that have passed this way years
before us and have found a solution that is in line with the European moral and ethical principles,
legislation, traditions and practices in individual societies.
Fifth – The Covid-19 pandemic has exacerbated, accelerated and revealed all the issues of posted
workers to a much wider circle of the public, both in our country and in the Union as a whole. It also
showed something very important - the issues will increase and multiply without joint, coordinated
and focused efforts between stakeholders:
•
At a national level, these are the NRA, the Employment Agency (EA), the NSSI, the Trade
Unions and the BCC.
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•
On a bilateral basis, these are the tax and social security institutions, employment services,
trade unions, branch organizations, relevant ministries and governments.
•
At the European level - the European Commission, the European Parliament, the European
Federation of the Construction Industry (FIEC) and the European Federation of Building and Wood
Workers (EFBWW).
Sixth – The chronic shortage of construction workers and specialists, in practically in all countries of
the Union, is a factor distorting the process, abuses and violations of all kinds. Unfortunately, this
process is intensifying and if not mastered, it can become a source of even more acute problems and
contradictions between companies, construction sectors and individual countries.
Seventh – There is a tendency of unscrupulous use of the lack of information, experience, legal
culture - in principle and for the country concerned, overexposure of errors and omissions on the part
of the person who is weaker and dependent on the possessor of information, resources and position
to the detriment of the party involved in the posting, be it an individual or a company. This trend is
particularly dangerous in terms of undermining the moral foundations of the European Union and
placing obstacles to its development. And this is especially important in today's pandemic-affected
world.
Eight - Insofar as the problems with posted workers and the work of companies is in an extremely
sensitive and important area for each country and for all countries as a whole, solving them requires
the attention and efforts of the entire society - the Bulgarian and the European Union as a family
looking to the future.
er to overcome the existing limits, ISA selects and assess of a set of agreements, exploring
their achievements and limits while proposing possibly ways forward.

