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How Key Business Environmental Factors Impacts the Retail Industry in Bulgaria. 

Introduction 

This paper evaluates the influence of key external factors on the retail sector in Bulgaria. 

It plays a main role in the nation's Gross Domestic Product and is subject to a variety of 

environmental elements. These may include political, economic, social, technological, 

environmental and legal aspects which all have an effect upon operations and decisions. In 

modern times, certain challenges like e-commerce growth, shifts in consumer behavior and the 

global coronavirus crisis have had an immense impact on this industry (Kotler & Keller, 2016). It 

is therefore important to consider these influences when planning for the future. 

Understanding the impact of external factors on the retail industry is essential for retailers 

to make informed decisions, identify new opportunities, and manage risks. PESTEL and Porter's 

Five Forces analysis are valuable tools for evaluating the external environment and assessing 

the competitive landscape. By examining the political, economic, social, technological, 

environmental, and legal factors that impact the industry, retailers can gain a deeper 

understanding of the challenges and opportunities facing the sector (Grant, 2016). 

This paper will provide an overview of the retail industry in Bulgaria, followed by an 

analysis of key environmental factors impacting the sector. The paper will explore how each factor 

affects the industry positively or negatively, providing a detailed understanding of the industry's 

current position and the future perspectives.  

Overview of the Retail Industry in Bulgaria 

The retail industry in Bulgaria is a huge and complex sector, which includes various 

subsectors, such as clothing and accessories, electronics, food and beverage, home goods, and 

specialty retail. The industry plays a significant role in the economy, accounting for about 6.97% 

of the country's GDP. The industry is characterized by intense competition, low profit margins, 

and changing consumer preferences. The retail industry in Bulgaria has undergone significant 

transformations in recent years, driven by changes in consumer behavior, advancements in 

technology, and the impact of the COVID-19 pandemic (Deloitte, 2021). E-commerce has 

emerged as a major destroyer, transforming the way consumers shop and forcing retailers to 

adapt to changing consumer preferences. Traditional brick-and-mortar retailers have had to invest 

heavily in technology and online platforms to compete with e-commerce retailers like Emag and 

Ebag. 

The COVID-19 pandemic has further accelerated the shift towards e-commerce, with 

consumers increasingly turning to online shopping for convenience and safety (Deloitte, 2021). 

The pandemic has also led to changes in consumer behavior, with a growing focus on health and 
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wellness, sustainability, and local sourcing. The retail industry in Bulgaria faces various 

challenges, including increasing competition, rising costs, and changing consumer preferences. 

However, the industry also presents significant opportunities for growth and innovation, with the 

potential for new technologies and business models to transform the sector. The industry's ability 

to adapt to changing consumer preferences, invest in technology, and used data analytics will be 

critical to its success in the future. 

PESTEL Analysis 

PESTEL analysis is a tool that helps businesses identify and evaluate the external factors 

that impact their operations (Porter, 2008). The factors include political, economic, social, 

technological, environmental, and legal factors. In the context of the retail industry in Bulgaria, the 

following are the key PESTEL factors: 

Political Factors 

Political factors are known for their influence on the business environment & the retail 

industry is no exception. Government regulations, trade policies & taxation all have an impact on 

this sphere, as recent events have proven. For example, the Crisis in Ukraine has led to an 

increase in all the imported products, consequently raising the costs of retailers. In terms of 

taxation, sales tax represents a major source of revenue for local authorities - changes to these 

can affect consumer behavior as well as retailers' profits.  

Finally, political instability (in any country) is seen to cause troubles within the retail industry & 

potentially change policies or labor laws that may interfere progress. Retailers must stay informed 

and adaptable if they are to remain competitive within this area. 

Economic Factors 

Economic factors refer to the macroeconomic conditions that impact the retail industry. 

These factors include inflation, interest rates, consumer spending, and economic growth. The 

retail industry is highly dependent on consumer spending, and any changes in the economy can 

significantly impact consumer behavior. For example, during a recession, consumers tend to 

spend less, which can lead to lower sales for retailers. Interest rates also have a significant impact 

on the retail industry. Changes in interest rates can impact consumer borrowing and spending, 

as well as retailer borrowing costs (Sammut-Bonnici & Galea, 2014). For example, high interest 

rates can lead to decreased consumer borrowing and spending, which can impact retail sales. 

Additionally, high interest rates can increase retailer borrowing costs, which can impact profits 

and growth. 

Another economic factor impacting the retail industry is inflation. Inflation can impact the 

cost of goods and services, as well as consumer purchasing power. When inflation rates are high, 
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the cost of goods and services tends to increase, which can lead to lower consumer spending 

and lower sales for retailers. 

The economic growth of a country is also a significant factor impacting the retail industry. 

During times of economic growth, consumers tend to have more disposable income, which can 

lead to increased spending and higher retail sales. Additionally, economic growth can lead to 

increased job opportunities, which can lead to higher consumer confidence and spending. 

Overall, economic factors have a significant impact on the retail industry, and retailers 

must stay informed of economic developments and adapt to changing economic conditions to 

remain competitive. Retailers must also be able to anticipate and respond to changes in consumer 

behavior based on economic conditions, such as changes in spending types during a recession 

or economic growth. 

Social Factors 

Social factors refer to the cultural and demographic factors that impact the retail industry. 

These factors include consumer behavior, lifestyle trends, and population demographics. The 

retail industry is constantly evolving to meet changing consumer preferences and demands. For 

example, the growing trend towards healthy and sustainable living has led to increased demand 

for organic and eco-friendly products. 

Another significant social factor impacting the retail industry is changing demographics. 

As the population ages and becomes more diverse, retailers must adapt to meet the changing 

needs and preferences of different demographic groups (Sammut-Bonnici & Galea, 2014). For 

example, as the baby boomer generation ages, there is a growing demand for products and 

services that cater to seniors, such as healthcare products and retirement communities. Similarly, 

as the population becomes more diverse, retailers must be able to offer products and services 

that cater to different cultural and ethnic groups. 

Technology is also a significant social factor impacting the retail industry. Advances in 

technology have led to changes in consumer behavior and expectations, such as the growing 

trend towards online shopping and mobile commerce. Retailers must be able to adapt to these 

changing consumer behaviors and expectations by investing in technology and offering online 

and mobile shopping options. 

Finally, social factors such as values and beliefs can impact consumer behavior and 

preferences. For example, consumers may choose to boycott retailers that are not in line with 

their values, such as retailers that engage in unethical or unsustainable business practices. 

Ultimately, social factors have a significant impact on the retail industry, and retailers must be 

able to plan and adapt to changing consumer behavior and preferences to remain competitive. 
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Retailers must also be able to appeal to different demographic groups and cater to different 

cultural and social values and beliefs. 

Technological Factors 

Technological factors refer to the impact of technology on the retail industry. The industry 

is increasingly reliant on technology to streamline operations, improve the customer experience, 

and stay competitive. For example, the growth of e-commerce has transformed the retail industry, 

allowing consumers to shop online and have products delivered to their doorstep. 

Additionally, technological advancements have led to the development of new retail 

technologies, such as artificial intelligence, machine learning, and augmented reality. These 

technologies have the potential to revolutionize the retail industry by improving supply chain 

management, enhancing the in-store experience, and personalizing the shopping experience for 

consumers.  

However, technological factors also present challenges for the retail industry, such as 

cybersecurity risks and the need for ongoing technology investments. Retailers must invest in 

technology to remain competitive. Overall, technological factors have a significant impact on the 

retail industry, and retailers must be able to adapt to new technologies and invest in ongoing 

technological progress to remain competitive. 

Environmental Factors 

Environmental factors refer to the impact of environmental factors on the retail industry. 

The industry is increasingly focused on sustainability and reducing its environmental footprint. For 

example, many retailers have adopted sustainable practices, such as using renewable energy, 

reducing waste, and promoting recycling. Additionally, environmental factors also include 

regulations and policies related to environmental sustainability, such as restrictions on the use of 

certain materials or packaging. Retailers must comply with these regulations while also meeting 

consumer demands for sustainable products and practices. Failure to do so can result in negative 

publicity and damage to brand reputation. Overall, environmental factors play an important role in 

shaping the retail industry and retailers must prioritize sustainability in their operations to remain 

competitive in the long run (Sammut-Bonnici & Galea, 2014). 

Legal Factors 

Legal factors refer to the impact of laws and regulations on the retail industry. The industry 

is impacted by various legal factors, such as employment laws, consumer protection laws, and 

product safety regulations. For example, retailers must comply with various regulations to ensure 

the safety and quality of their products. Furthermore, legal factors also include intellectual property 

laws, such as patents and trademarks, which protect retailers' brands and products from 
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infringement. Retailers must also comply with tax laws, such as sales tax and corporate tax, which 

can impact their bottom line. Overall, legal factors play an important role in shaping the retail 

industry and retailers must stay up-to-date with regulatory changes and comply with laws to avoid 

legal penalties and reputational damage. 

Porter's Five Forces Analysis 

Porter's Five Forces analysis is a tool that helps businesses evaluate the competitiveness 

of their industry. The five forces include the threat of new entrants, bargaining power of suppliers, 

bargaining power of buyers, threat of substitutes, and competitive rivalry (Porter, 2008). In the 

context of the retail industry in Bulgaria, the following are the key Porter's Five Forces: 

Threat of New Entrants 

The retail industry in the Bulgaria is highly competitive, and the threat of new entrants is 

moderate. New entrants face high barriers to entry, such as economies of scale, brand 

recognition, and access to distribution channels. Established retailers with strong brand 

recognition and distribution networks have a competitive advantage over new entrants. However, 

the rise of e-commerce has lowered the barriers to entry for some new players, which could 

increase competition in the industry. 

Bargaining Power of Suppliers 

The bargaining power of suppliers in the retail industry is average. Suppliers have some 

bargaining power due to their ability to control the quality, price, and availability of goods. 

However, retailers have the power to negotiate with suppliers to ensure competitive pricing and 

attractive terms. Additionally, retailers can also choose to switch suppliers or source products 

from alternative channels to mitigate the bargaining power of suppliers. However, in cases where 

suppliers are few and concentrated, or when there are high switching costs, their bargaining 

power can be significant. Retailers must carefully manage their supplier relationships to ensure a 

reliable supply chain and maintain profitability (Porter, 2008). Overall, the bargaining power of 

suppliers is an important factor that influences the competitive dynamics in the retail industry. 

Bargaining Power of Buyers 

The bargaining power of buyers in the retail industry is high. Consumers have access to 

a wide range of retailers and products, which gives them significant bargaining power. Retailers 

must offer competitive pricing and high-quality products to retain customers. Additionally, the 

growth of e-commerce has further increased the bargaining power of buyers by providing them 

with greater transparency and access to information on pricing and product features. As a result, 

retailers must invest in building strong relationships with their customers and providing excellent 

customer service to maintain their loyalty. The bargaining power of buyers is a critical factor that 
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impacts the pricing and profitability of retailers, and it is important for retailers to understand and 

manage this factor effectively (Porter, 2008). 

Threat of Substitutes 

The threat of substitutes in the retail industry is high. Consumers have access to a wide 

range of products and services, and they can easily switch to alternative products or retailers. 

Retailers must continually innovate and offer unique products and services to retain customers. 

In addition, the growth of e-commerce has increased the threat of substitutes in the retail industry. 

Online retailers offer consumers the convenience of shopping from home and the ability to 

compare prices across multiple retailers. This has made it more challenging for traditional brick-

and-mortar retailers to retain customers and compete with online retailers. 

Competitive Rivalry 

The competitive rivalry in the retail industry is high. The industry is characterized by 

intense competition, low profit margins, and a large number of players. Established retailers must 

compete with both brick-and-mortar stores and e-commerce retailers, which increases the 

pressure to offer competitive pricing, high-quality products, and a superior customer experience. 

Additionally, the entry of new players and the emergence of innovative business models and 

technologies have increased the competition even more. Retailers must continuously adapt to 

changing market conditions to remain competitive (Porter, 2008). This has led to the adoption of 

strategies such as mergers and acquisitions, partnerships, and diversification to gain a 

competitive edge. The ability to differentiate themselves from competitors and build a loyal 

customer base is fatal for retailers to prosper in a highly competitive market. 

Conclusion 

In conclusion, the retail industry in Bulgaria is impacted by various external factors, 

including political, economic, social, technological, environmental, and legal factors. These 

factors can have both positive and negative impacts on the industry, and retailers must continually 

adapt to changes in the external environment to remain competitive. PESTEL and Porter's Five 

Forces analysis are useful tools for evaluating the impact of external factors on the retail industry 

and identifying opportunities and challenges for retailers. 
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