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Abstract 
 

Changes in the global market lead to a wider expansion of competition between small and medium-
sized enterprises based in different countries, including Bulgaria. This requires bulgarian SME’s to 
take new strategies allowing more competitive advantages and improving the common market 
through the introduction of modern techniques such as digitization of the organization. In order to be 
more easily introduced and fining digitalization in small and medium-sized businesses, managers 
need to know the main characteristics and legal features of the organization, its objectives, motives 
and striving. The level of digitization of the enterprise determines the way employees work, 
technological and manufacturing processes, the speed of service of loyal customers and the 
deliveries of the offered goods or services. The main objective of this development is aimed at 
clarifying the nature and specificities of small and medium-sized enterprises, as well as analyzing the 
extent and impact of digitalization on the activities of small and medium-sized enterprises in Bulgaria. 
The main research methods used in the development are contingent analysis, method of analysis 
and synthesis, intuitive and systematic approach, questionnaire survey. 
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Introduction 
 

Small enterprises are entrepreneurial activities carried out by market economies 
under certain legal conditions created by the country. As the experience of countries with 
advanced economies shows, small business is an essential component of the market 
economy. The effectiveness of any economic system can only be achieved if, in all major 
markets for goods and services, the expansion of large producers is balanced by the 
necessary number of small and medium-sized enterprises, which crucially ensures the 
formation and preservation of competition and prevents the monopolization of markets. But 
at the same time, one of the important reasons for the successful development of small and 
medium-sized enterprises in advanced economies is that big business not only does not 
oppose small enterprises, but also the principle of combining large and small enterprises, 
i.e. large and small enterprises do not oppose, but complement each other. Moreover, an 
inherent feature of the economy is the presence of small businesses operating 
simultaneously with large businesses.1 “Participation in business units leads to benefits such 
as creating opportunities to improve production facilities, optimizing the distribution network, 
improving the competitive position resulting from the adaptation of leading management 
techniques and experience, reducing the risk in entering new markets, search for the most 
beneficial option in terms of production and sales of products related to the cost of resources 
and the size of the markets, and others.”2 “In this regard, according to Atanasova, strategic 
networks are an effective form of business unification. They create prerequisites for studying 
the scope and scale of the economy, allowing companies to reach strategic solutions such 
as risk sharing and outsourcing in terms of different levels of the value chain and 
organizational functions.”3 Modeled by large companies, small and medium-sized 
enterprises are introducing more and more innovations and creating them.  

 
Innovation contributes to the improvement of technology and technology, product 

and service characteristics, the organizational skills of the company and, ultimately, to the 
formation of its "distinctive competence" with regard to its main competitors, notes Filipova.4 
Digitizing the organization is one of the key activities in the innovation process. The 
important role of small business is that it is flexible enough, provides a significant number of 
new jobs, saturation of the market with new goods and services, meets the many needs of 
enterprises, produces special goods and services, has economic freedom and is innovative. 
 
Definition of small and medium-sized enterprises 
 

Small and medium-sized businesses consist of a set of small and medium-sized 
enterprises, and the forms of their organization are very diverse. They differ in the form of 
ownership, in organizational and legal form, in size, in terms of territorial affiliation, in terms 
of law, by technology used by industry, etc.,  but  one  unites  them -  the  fight  to  increase  

                                                
1 V. Kyurova, Marketing v predpriemacheskata deiinost (Blagoevgrad: Universitetsko izdatelstvo 
Neofit Rilski, 2014), 23.  
2 R. Madgerova, V. Kyurova and A. Atanasova, “Integrative approaches for internationalization of 
small and medium-sized enterprises”, 15th International Conference: „Perspectives of Business and 
Entrepreneurship Development” (Brno: Brno University of Technology, Faculty of Business and 
Management, 2015), 221 
https://www.konference.fbm.vutbr.cz/ic_2015/useruploads/files/SELECTED_PAPERS_2015.pdf 
3 A. Atanasova, Cluster integration to increase competitiveness of small and medium-sized 
enterprises (Blagoevgrad: Universitetsko izdatelstvo Neofit Rilski, 2020), 33.   
4 M. Filipova and R. Yuleva, “Innovative management as competitiveness factor”, Entrepreneurship 
Issue 2 (2018): 227. 
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competitive advantages, increase customers, increase the size of the enterprise, increase 
profit, etc. applied by undertakings. Filipova and Nedelcheva mention that, the state is a 
leading factor in the nature and type of business practices applied by enterprises.5 

 
The evolutionary process of the enterprise, which Dobrev describes, has been the 

subject of detailed theoretical and experiential research by many authors of older and more 
recent times.6 Many have presented logical and reasoned conclusions and classifications, 
while others, in an effort to establish the previous phases and forms, have come to some 
infatuation and mixing, some of which lead to certain deviations from reality. “The first more 
systematic studies and ideas concerning the enterprise, then referred to as "private-
economic" studies, date back to the Renaissance era and are mainly related to the 
development of Italian trade. They continued to dominate until the mid-18th century, when 
the concepts fell "under the influence of the chamber-based doctrine of state and lord's farm 
management", mark Dobrev.7 Micro, small and medium-sized enterprises are the engine of 
the European economy. According Kalaijdzhieva, “they are a major source of jobs, create 
entrepreneurial spirit and innovation in Bulgaria and the EU and are therefore vital for 
promoting competition and employment. Research and innovation are essential for the 
sustainable success and growth of SME’s in the EU.”8 

 
According to Scolev, "in order for society to exist, it must produce and use a certain 

amount of goods. At first, in the way of gathering, man satisfied his immediate elementary, 
mostly physiological needs. This process has been too slow and lengthy. However, at a 
certain point where the producer comes to market with an excess of the products produced, 
public production shall be initiated. From then until the present day, the production appears 
as an intermediate unit, a process that facilitates the exchange between man and nature. 
The proceedings are not a one-off, sporadic act, but a continuous, dynamic process that, for 
explainable reasons, can no longer be stopped, but will continue in the future to the 
existence of civilization."9 

 
Each production takes place in a particular place. At the center of this place stands 

the man with his means of labor and the substances, materials and forces extracted from 
nature. Very accurately and correctly, Ford says, “nature has given man hands, legs and wit 
to show through them the gracious power of work that transforms "states" to receive the 
"values."10 However, the manufacturing forces concerned have mainly two aspects: 

 
- First, some of them can be considered as production conditions (land, buildings, 
labor, etc.); 
- Secondly, the other elements represent labor means. Such a distinction is only not 
devoid of meaning, but it is absolutely imperative, since the elements of each group have 
an appropriate impact on the production and management of the undertaking. 

 
 

                                                
5 M. Filipova and Y. Nedelcheva, “Competitiveness in Pharmaceutical Industry: Participants in Supply 
Side and Demand Side”, Revista Inclusiones Vol: 7 (2020): 236. 
6 D. Dobrev, Vuvedenie v chastno-stopanskata nauka (Sofia: Pechatnitsa Rila, 1936), 26. 
7 D. Dobrev, Vuvedenie v chastno-stopanskata nauka… 17.  
8 V. Kalaijdzhieva, Inovatsii, predpriemachestvo i konkurentosposobnost na predpriyatieto 
(Blagoevgrad: Universitetsko izdatelstvo Neofit Rilski, 2017), 218. 
9 S. Kolev, Kakvo vsushtnost e predpriyatieto (2010), (01.11.2020). 
https://skolev.wordpress.com/2010/07/03/kaka-e-predpriqtieto/, 
10 H.  Ford, My Life and Work (Garden City: Garden City Publishing Company, 1922), 88.  
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The designation of an enterprise as small or medium is carried out using different 

indicators – which, in summary, can be divided into two large groups – quantitative and 
qualitative. Quantitative indicators provide a better basis for comparisons and analyses, 
allowing comparing the data in different regions of the country, as well as for different time 
periods in order to track changes in dynamics. The perception of an economic unit as an 
SME is directly linked to its independence. 

 
Scolev identified several "more significant signs that characterize the essence of the 

modern enterprise" are as follows: 11 
 

- business organizing; 
- financial and economic and management autonomy, guaranteeing its economic 
freedom; 
- market links;  
- use of own and foreign funds as the capital of the enterprise; 
- the existence of entrepreneurial (business) risk; 
- striving for survival and profits, etc. 

 
The main difficulty of SME’s is the relatively high costs of complying with tax 

legislation and other forms of state regulation, especially if they are included in an inter-war 
activity or on an international market. Despite all this, the legislation is a necessary part for 
the protection of the business and its environment, the health and working conditions of 
employees, for determining the necessary social and social security standards, for the 
determination of the minimum wage and working hours, etc. The legislation aims to create 
the conditions for building a favorable and stable institutional and economic environment for 
the creation and development of competitive small and medium-sized enterprises. 
According to Kalaijdzhieva, “the state and large businesses are pressuring SME’s and not 
creating good enough conditions for its development and natural transition from micro to 
small and medium-sized business.”12 

 
Small and medium-sized enterprises are:13  

 
- Micro-enterprises are small enterprises with an average list headcount of less than 
10 people. 
- Small enterprises are enterprises which: have an average list headcount of less than 
50 people, and an annual turnover of up to BGN 5 000 000. or the value of their tangible 
fixed assets is up to BGN 1 000 000. 
- Medium-sized enterprises are enterprises which: have an average list headcount of 
less than 250 people and have an annual turnover of up to BGN 15 000 000. or the value of 
their tangible fixed assets is up to BGN 8 000 000. 

 
A report by the Institute for SME’s summarizes that "small and medium-sized 

enterprises play a key role in building the economy of Bulgaria and across Europe, 
amounting to 99% of all enterprises, of which 92% are micro-enterprises. They account  for  

 

                                                
11 S. Kolev, Kakvo vsushtnost e predpriyatieto (2010), (01.11.2020). 
https://skolev.wordpress.com/2010/07/03/kaka-e-predpriqtieto/ 
12 V. Kalaijdzhieva, Inovatsii, predpriemachestvo i konkurentosposobnost na predpriyatieto 
(Blagoevgrad: Universitetsko izdatelstvo Neofit Rilski, 2017), 218.  
13 Zakon za malkite i srednite predpriyatiya (2020), (04.11.2020). 
https://www.lex.bg/laws/ldoc/2134682112, 
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more than two-thirds of private sector employment and play a key role in economic growth. 
They are crucial for the European economy in their role as employers and innovative 
sources."14 

 
In a globally changing environment characterized by continuous structural changes 

and increased competitive pressures, SME’s are becoming increasingly important in our 
society as providing employment opportunities and as key figures for the well-being of local 
and regional communities. Viable SME’s will make Bulgaria more resilient to the uncertainty 
created in today's globalised world. This uncertainty will be eliminated more quickly and 
easily by digitizing the organization, as customers will be able to remotely monitor the prices 
and production of the enterprise, employees will be able to work at a faster pace, accounting 
will archive and process documents more easily, etc. The Bulgarian business is also making 
efforts to keep up with global trends. Digitalization and innovation imply the separation of 
investment budgets for their implementation. SME’s are increasingly aware of the scale and 
impact of digital technologies in support of their business and are taking steps to implement 
them. 

 
Influence of digitalization on Bulgarian small and medium enterprises 
 
 The digital transformation is a leading trend on a national, European and global 
scale. “Technological development daily challenges the entrepreneurial activity.  It  changed 
the  look  of  modern  business  and  forced  a  rapid  transformation,  reshaping the strategic 
views  for  timely  adaptation  to  modern  conditions.”15 Society is being transformed, 
consumer needs are being transformed, and business, production and supply of goods and 
services are also being transformed. Modern  business  is  increasingly  investing  resources  
and  efforts  in  the  digital environment.  New  forms  of  business  are  emerging,  the 
number of communication tools is growing,  and  all  this  is  aresult  of  the  integration  of  
the  information  and  communication industry. The  new  generation  of  users  has  new  
information  habits.16 Some of the main trends in the development of the world are higher 
connectivity, faster analysis of large volumes of information in a dynamic environment, 
higher quality of products and services delivered to the end user, use of artificial intelligence 
in business support, implementation of high-tech solutions in new areas of industry and 
everyday life. "Generally speaking, digitalization is the integration of new digital technologies 
in all areas of business, leading to a fundamental change in the way the organization 
works.17 Business digitalization leads to accelerating business activities and processes by 
bringing new requirements to the managerial knowledge18. 

 
 

                                                
14 Institut za politiki za malki i sredni predpriyatiya, MSP (05.11.2020). http://www.e-
sme.eu/%d0%bc%d1%81%d0%bf/ 
15 V. Kyurova, D. Yaneva and D. Zlateva, “Need of knowledge in digital marketing in entrepreneurial 
activity”, Revista Inclusiones Vol: 6 num 2 (2019):  63.  
16 D. Zlateva, “Digital transformation of marketing communications”, Journal of Economics and 
Management Vol: 17 issue 1 (2020): 171.  
17 Proekt “Digitalnata transformtsiya – sus ili bez grazhdanskoto obshtestvo”. BG05SF0P001-1.009. 
(Sofia: 2019), 15. Prouchvaniya i analiz na dobri praktiki i inovativni resheniya za digitalnata 
transformatsiya na obshtestvoto, https://content.web-
repository.com/s/31243528880301371/uploads/PDF_Files/%D0%90%D0%BD%D0%B0%D0%BB
%D0%B8%D1%82%D0%B8%D1%87%D0%B5_________D_igital_53_Final-1068935.pdf 
18 V. Kyurova, D. Yaneva and D. Zlateva, “Need of knowledge in digital marketing in entrepreneurial 
activity”, Revista Inclusiones Vol: 6, No. 2 (2019): 63. 
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In order to establish the impact of digitalization on SME’s and it’s link to innovation, 

the author conducted a survey of 59 SME’s in Bulgaria, in the field of tourism services, trade 
and finance. The survey consisted of 10 questions, using a software product – Microsoft 
Word and Google forms – to create a database and process the information. The results of 
the study are illustrated and analyzed in the following several graphs. 

 

 
Graph 1 

Size of the enterprise participating in the survey 
Source: Own research 

 
Graph No.1 presents the answers to the question relating to the size of the 

enterprises participating in the survey. The data shows that micro and small enterprises 
have the highest percentages by 37%. The remaining 25% are medium-sized enterprises 
that take part. It is important to note that there are no registered large enterprises in the 
survey, as the survey is aimed at small and medium-sized enterprises in the Republic of 
Bulgaria. 

 

 
Graph 2 

Popularity of the term "digitization" among SME’s 
Source: Own research 

Micro (up to 
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It is clear from the data presented in the Graph No. 2 that 75% of SME’s participating 

in the survey know and are aware of the meaning of the term "digitization". 25% are unsure 
of the meaning, and only 1% has no information about the term. From the registered data, 
it can be concluded that most SME’s are aware of the definition, nature and process of 
digitization, which is a good prerequisite for its implementation in organizations in the future. 

 

 
Graph 3 

Implementation of digitalization in SME’s 
Source: Own research 

 
  The data presented in the Graph No. 3, related to the issue of implementation of 
digitalization in SME’s shows that 40% of respondents do not apply digitization in the 
enterprise. 35% digitized and 25% were unaware and chose a "don't know" answer. It can 
be concluded that there is a trend of growth of SME’s introducing digitization, but the majority 
still do not take these measures, as there is insufficient awareness and funding in the 
Bulgarian economy. The managers of Bulgarian small and medium-sized enterprises are 
aware that the development of the organizations is focused on the digital environment and 
automation, but the lack of funding and assistance from the state for the implementation of 
the process is a key and inevitable factor. 
 

 
Graph 4 

Level of digitalization in small and medium enterprises in Bulgaria 
Source: Own research 
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  Graph No. 4 presents the answers of the respondents in the survey on the issue 
related to determining the level of digitalization in SME’s. The data presented in the graph 
show that 40% have zero level, 25% are not sure in determining the level of digitalization in 
the enterprise, 17% define the level as initial, and 13% as advanced digitalization. Only 5% 
of respondents identify themselves as fully digitalized. From the data it can be concluded 
that a very small part of Bulgarian SME’s are partially or fully digitalized, as this is a result 
of insufficient popularity in Bulgaria, lack of qualified staff and the presence of outdated 
technology in enterprises. 
 

 
Graph 5 

Motives for investing funds for digitalization in the period 2018-2020 
Source: Own research 

 
   The data presented in Graph No. 5 shows that 35% of the SME’s surveyed have 
invested funds for digitization in the last 3 years of activity because they think this is 
necessary for business. 27% of SME’s surveyed cannot afford to invest in the digitization of 
the organization. The percentage of enterprises that do not have the skills and the necessary 
qualified staff to introduce digitization or innovation is also high – 26%. Only 12% of 
respondents could not provide certain information on the matter. It is good to stress that 
there is not a single enterprise that has chosen a "no, this is not a priority for our enterprise". 
In summary, it can be concluded from the registered data that SME’s are willing to digitize 
the organization, but the reasons are not a priority, but rather related financially, 
technologically and insufficiently trained staff. 
 

 
Graph 6 

Benefits of digitalization of SME’s in Bulgaria 
Source: Own research 
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  The data presented in Graph No.6 shows that 100% of the SME managers surveyed 
confirm the benefit of digitization of the company. Any manager of an enterprise that is not 
digitized or is partially or completely digitized sees only benefits from the process, whether 
it is facilitating the workflow, raising finances, an easier management process, etc. 
 

 
Graph 7 

Types of benefits expressed by the digitalization of SME’s 
Source: Own research 

 
  The data showed in the Graph No. 7 shows that 50% of respondents believe that the 
benefits of digitization consist in easier archiving, transparency, accessibility, opportunity for 
innovation, improvement of the management system, technical and production process, 
advertising, increase in sales, opportunity for cooperation. 40% of respondents replied that 
they did not have digitization in the enterprise. 4% believe that digitalization benefits only in 
the transparency of the enterprise to its customers. 3% are improving the marketing of the 
enterprise. Only 2% believe that digitalization benefits in easier data archiving, only 1% 
believe that the benefit is expressed in increasing sales of the enterprise. 
 

 
Graph 8 

Introduction of innovations accompanied by digitization in SME’s 
Source: Own research 
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 The data shown in Graph No. 8 shows that half of respondents innovate with 

digitization in enterprises. 40% do not introduce this type of innovation and 10% are not sure 
in the answer to the question. From the registered data, it can be concluded that SME’s in 
Bulgaria are still hesitant in introducing innovations accompanied by digitization. This may 
be linked to insufficient awareness of the process and relevant innovation in the field. 

 

 
Graph 9 

Impact of digitalization on the implementation of innovation in SME’s in Bulgaria 
Source: Own research 

 
From the data presented in Graph No. 9, it can be concluded that the majority of SME’s 

(62% of respondents) understand that digitalization has an impact on innovation. The 
digitalization process positively influences innovation as it promotes innovation faster, faster 
and cheaper advertising, faster revenue and more effective feedback. 13% are not sure 
about the impact of digitalization on the implementation of innovation, and 25% of the 
managers who have been targeted believe that digitalization does not affect the process of 
innovating. 
 

 
Graph 10 

Link between competitiveness and digitization of SME’s 
Source: Own research 
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recorded. Based on the registered data, it can be summarized that competitiveness is 
influenced by the digitization of the enterprise, and consumers on the market will choose 
more affordable and diverse products in terms of price, quality, speed of delivery, etc. 

 
On the basis of what has been set out so far and the results of the survey, we can 

summarize, that the managers of small and medium-sized enterprises realize that the 
process of digitization is necessary and inevitable, understand and establish its benefits. 
They are also aware that digitalisation has an impact on innovation and the level of 
competitiveness of enterprises, but in order to accelerate their development in this regard, 
state support is needed, additional EUR funds under operational programmes, large 
financial reserves, qualified staff ready to develop and operate such digital systems, etc. 
Digitalisation processes make it possible to ensure real transparency and follow-up of all 
administrative actions. Digitalization is the only cost-effective way to overcome the 
challenges associated with the possibility of human error, while also being characterized by 
a great economic effect. The digitalization process aims to increase the competitiveness of 
the services offered by SME’s and forms new behavioral approaches aimed at how to decide 
on the purchase and consumption of products or services. 
 
Conclusion 
  

Small and medium-sized enterprises are the biggest source of new jobs and 
economic growth. To promote their development, it is of particular importance to improve 
the regulatory environment and remove bureaucratic obstacles to entrepreneurship. 
Compared to large enterprises, small and medium-sized businesses are much more 
affected by excessive regulation because it incurs much higher administrative costs, 
calculated according to the number of employees. It is the aspiration of small and medium-
sized enterprises to fight and occupy more market inferiority, to survive in the market and to 
allocate funds, introduce and innovate, gradually transform the organization into digital and 
respect the qualification skills of the staff. Since digitalization is more than just a set of 
technologies in which funds, time and resources are invested. It is in the capabilities and 
skills that these technologies create. 

 
Based on the literary overview of the nature and specificities of SME’s and 

digitization, as well as the research done on the impact of digitalization on small and 
medium-sized enterprises, we can mark the following main conclusions: 

 
First, small and medium-sized enterprises (SME’s) play a significant role in market 

development in the country. They are a major source of entrepreneurial skills, innovation 
and labor. Small and medium-sized enterprises are determined by the headcount and 
turnover accumulated during the accounting year. Although small in size, small and medium-
sized enterprises play an important role in the economy of Bulgaria. 

 
Secondly, SME’s in Bulgaria are at different stages of the introduction of digital 

technologies in their business operations. Most of them are still present in the initial or 
intermediate phase, and only one small part is pressed at an advanced stage. The reason 
for the low digitization of small business lies in the low financial reserves of SME’s, 
insufficient qualification staff, availability of ageing technology in the organization, etc. At the 
same time, according to the results of the survey, more and more companies in Bulgaria are 
aware of the potential of digitalization for business growth, but as far as they have strategies, 
they are mainly short-term and medium-term and centrally managed at top management 
level. 
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Thirdly, Bulgarian small and medium-sized enterprises have a clear vision of what 

benefits they can expect from the deployment of digital technologies. Digitalization is mainly 
seen as a way to optimize the use of resources to automate production, improve inter-family 
with customers and suppliers, as well as to integrate processes, improve advertising 
campaign, increase customers and increase financial reserves. 

 
Fourthly, the motives related to the digitization of the enterprise can be related to 

improved consumer service, higher quality of production and supply, resource optimization, 
improved planning, increased competitiveness and competitive advantages, increasing the 
possibility of innovation, improved data collection and processing. 
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