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Abstract: Religious organizations in Bulgaria, and particularly the Bulgarian Orthodox Church (BOC), play an
important yet underexamined role in the country’s socio-economic life. Traditionally seen as purely spiritual, they are
often excluded from national accounts and policy debates. In practice, however, their activities extend well beyond
liturgy and include charitable services, education, publishing, cultural heritage preservation, and small-scale business
enterprises. Together, these form a “church economy” — a hybrid model that does not fit neatly into the public, private,
or nonprofit sectors, but instead constitutes a distinct fourth sector of Bulgaria’s mixed economy.

This paper conceptualizes the church economy as a measurable part of national socio-economic activity and assesses
its contribution using statistical and econometric methods. Drawing on National Statistical Institute census data,
nonprofit sector reports, and diocesan accounts, the study highlights the demographic dominance of Orthodoxy and
demonstrates that religious nonprofits generate revenues comparable to other areas of civil society.

The findings confirm that the church economy, though largely invisible in official statistics, leaves a tangible socio-
economic footprint. Recognizing this role improves understanding of Bulgaria’s social economy and provides a basis
for integrating religious organizations into European Union frameworks for inclusive growth, transparency, and
innovation. By combining conceptual analysis with empirical evidence, the paper contributes to debates on the
financial dimensions of the knowledge economy and the evolving role of faith-based institutions.
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1. Introduction and Literature Review

The socio-economic significance of religious organizations in Bulgaria remains an
underexplored dimension of both national economic research and international scholarship.
Traditionally, churches have been perceived almost exclusively through their spiritual and cultural
functions, while their measurable contribution to economic life has been marginalized or excluded
from national accounts. This omission distorts our understanding of how faith-based institutions
contribute to the social economy and creates blind spots for policymakers who seek to design
inclusive welfare strategies.

The 2021 census conducted by the National Statistical Institute (NSI) confirmed the
continuing demographic weight of the Bulgarian Orthodox Church (BOC). Approximately 62.7
percent of Bulgarians identify as Orthodox Christians, while Muslims constitute 9.8 percent,
Protestants 1.1 percent, and Catholics 0.6 percent. Despite these figures, the economic presence of
the BOC and other religious communities is rarely quantified. Yet their activities range from
charitable services, cultural heritage preservation, education, and publishing to property
management and small-scale business initiatives. Together these form what can be conceptualized
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as a church economy — a distinct system of socio-economic activity anchored in religious
institutions.

Some of the theoretical foundations for this concept can be found in the Control of the Socio-
Economic Activity of Church Organizations (Angelov, A., 2025), demonstrating that the church
economy can be distinguished from both the nonprofit and state sectors due to its unique
combination of spiritual authority, cultural legitimacy, and financial activity. In this framework,
religious organizations represent a “fourth sector” of the mixed economy, one that requires
dedicated analysis and recognition in official statistics. Internal control mechanisms, as a central
theme are shown to be essential for ensuring transparency, accountability, and efficiency within
this sector, thereby reinforcing the broader credibility of the nonprofit environment (Angelov, A.,
2025).

International literature also supports the view that religious organizations exert measurable
socio-economic effects. lannaccone (1998) described churches as providers of club goods, while
Salamon and Anheier (1997) situated them within the nonprofit economy. More recently, European
policy frameworks — particularly the EU Social Economy Action Plan (2021) — emphasize the
importance of nonprofit and cooperative entities in promoting innovation and welfare. Yet
religious institutions remain largely absent from these classifications, creating a discrepancy
between their real contributions and their statistical invisibility. Globally, faith-based organizations
are recognized as underutilized resources for development, particularly in low- and middle-income
countries (World Bank, 2013).

Comparative examples highlight the implications of institutional design. In Germany, the
Kirchensteuer (church tax) system generates transparent and substantial financial flows for
churches, enabling them to operate schools, hospitals, and welfare programs (Froese & Pfaff,
2005). In Italy, the “otto per mille” scheme allocates 0.8 percent of income tax revenues to religious
or social purposes, again ensuring visibility in public accounts (Ferrari, 2011). By contrast, in
Bulgaria and other Orthodox countries such as Romania, churches operate without such
transparent frameworks, leading to partial data, reliance on estimates, and underrepresentation in
official economic statistics.

Against this background, this paper pursues two main objectives. First, it seeks to
conceptualize the church economy as a distinct sector within Bulgaria’s socio-economic structure
and existing nonprofit theory. Second, it applies empirical and econometric analysis to evaluate
the contribution of the BOC and other religious organizations to welfare outcomes, using NSI
census data, NGO financial records, and diocesan reports. In doing so, the paper bridges the gap
between theoretical recognition and measurable economic presence, and positions Bulgaria within
broader European debates on the financial dimensions of the knowledge economy.

2. Research Objectives

The study pursues five interrelated objectives. First, it seeks to conceptualize the church
economy as a distinct sector of national socio-economic activity. Second, it aims to classify the
socio-economic functions of religious organizations in Bulgaria, with emphasis on the Bulgarian
Orthodox Church. Third, it attempts to measure the scale of the sector using empirical data from
national statistics, census data, and nonprofit accounts. Fourth, it introduces an econometric model
to test the relationship between religious organizations’ activities and welfare outcomes. Fifth, it
derives policy implications for integrating the church economy into European knowledge economy
frameworks.

3. Methodology

The methodological framework of this study is designed to bridge conceptual discussion of
the church economy with measurable socio-economic indicators. Building the analysis rests on the
proposition that religious institutions constitute a distinct fourth sector of the economy. This
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perspective requires both descriptive statistical analysis and econometric testing to validate the
church economy as an empirically demonstrable phenomenon.

The first stage of the methodology involves descriptive analysis. Data from the 2021
National Statistical Institute (NSI) Census are used to establish the demographic structure of
religious affiliation in Bulgaria. These figures are complemented by the NSI registry of nonprofit
organizations, which provides information on the number, type, and financial activity of religious
entities. Where available, diocesan financial reports are consulted to estimate charitable
expenditures, while official budgetary allocations from the Ministry of Finance (2002, Religions
Act) are included to capture state subsidies to religious communities.

The second stage applies econometric analysis to assess the impact of church-related
expenditures on welfare outcomes. The model evaluates the relationship between per capita church
expenditures and a composite welfare index at the regional level. The dependent variable (regional
welfare index) includes indicators such as access to social assistance, availability of community
kitchens and shelters, and measures of household poverty. This multidimensional approach follows
international recommendations to move beyond GDP and include broader indicators of well-being
(Stiglitz, Sen, & Fitoussi, 2009). Independent variables include church expenditures per capita,
while control variables cover unemployment rates, poverty levels, and population density.

The baseline model is specified as:

Welfare; = a + B;ChurchExp; + $,Unemployment; + ;Poverty; + B,PopDensity; + €;

where Welfare; is the welfare index for the region i. The coefficient [3; captures the expected
positive effect of church expenditures on welfare provision.

To ensure the robustness of results, several procedures are applied. First, alternative
dependent variables such as health service coverage and educational support are substituted into
the model. Second, heteroskedasticity-consistent standard errors are used to address variance
instability. Third, regional fixed effects are considered to control for unobserved heterogeneity
across dioceses. These methodological refinements are consistent with international best practices
in nonprofit econometrics (Salamon & Anheier, 1997; OECD, 2022).

The methodology also includes a comparative component. Given the incomplete financial
transparency of the Bulgarian Orthodox Church, estimates are calibrated against benchmarks from
European countries where church financing systems are more transparent. In Germany, the church
tax provides comprehensive annual data, while in Italy, the “otto per mille” mechanism generates
detailed statistics. These systems serve as reference points for situating Bulgarian figures within a
broader European context.

Finally, the study acknowledges several limitations. Data gaps due to incomplete financial
disclosure of dioceses and nonprofits introduce an element of estimation. Regional disparities in
reporting may bias results, particularly in peripheral regions. Moreover, the econometric model
cannot fully capture intangible effects such as social cohesion, trust, and identity, which are central
to the functioning of religious institutions. Nevertheless, by triangulating multiple data sources
and applying econometric rigor, the methodology offers a balanced approach to quantifying the
socio-economic footprint of the church economy in Bulgaria.

4. Results and Discussion

The empirical analysis begins with descriptive statistics that situate the Bulgarian Orthodox
Church (BOC) and other denominations within the broader social economy. Table 1 summarizes
selected indicators of the church economy in Bulgaria for the period 2021-2023. The data illustrate
both the demographic dominance of Orthodoxy and the measurable financial activity of religious
nonprofits.
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Table 1. Selected Indicators of the Church Economy in Bulgaria (2021-2023)

Indicator Value Source

Eastern Orthodox population (2021) 4,091,780 (62.7%) NSI (2021)

Muslim population 638,708 (9.8%) NSI (2021)

Catholic population 38,709 (0.6%) NSI (2021)

Protestant population 69,852 (1.1%) NSI (2021)

Number of religious nonprofit entities ~170 NSI (2021)

Estimated annual revenue (religious NGOs) €25 million NSI (2021)
Estimated BOC charity expenditure €5 million Angelov, 2025

Estimated GDP contribution ~0.5% Author calc.

Source: NSI (2021); Angelov (2025); Author's calculations

As Table 1 demonstrates, the Orthodox majority provides the demographic foundation for
the BOC’s influence. More than 4 million people identify as Orthodox Christians, giving the
institution unparalleled reach compared to other denominations. The nonprofit registry reveals
around 170 religiously affiliated organizations, with estimated annual revenues of approximately
€25 million. Although modest in national terms, these revenues signal that churches are active
players in civil society finance. Charitable expenditures by the BOC alone are estimated at €5
million annually, which corresponds to about 0.5 percent of GDP when extrapolated across the
religious nonprofit sector. This figure indicates that the church economy, while often invisible in
official accounts, constitutes a non-trivial economic presence.

A more detailed picture emerges when analyzing religious affiliation across communities.
Figure 1 presents the distribution of denominational identity based on the NSI 2021 census.

Religious Affiliation in Bulgaria (NSI Census 2021)

62.7%

25.8%

Percentage of population (%)

1.1% 0.6%

Orthodox Muslim Protestant Catholic Other/Unaffiliated

Figure 1. Religious affiliation in Bulgaria
Source: NSI — Population Census 2021

The chart illustrates the overwhelming predominance of Orthodoxy in Bulgaria’s religious
landscape. This demographic dominance supports the interpretation that the BOC is the principal
actor in the Bulgarian church economy. Smaller communities, such as Muslims and Protestants,
also maintain active nonprofit organizations, but their contributions remain localized and more
difficult to quantify due to limited financial disclosure. The data suggest that the economic role of
minority religions, while significant for their constituencies, does not approach the systemic
influence of the BOC.
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The econometric analysis provides further evidence of the church economy’s socio-
economic contribution. The regression results indicate a positive and statistically significant
relationship between church charitable expenditures per capita and regional welfare outcomes.
Specifically, regions with higher church spending exhibit greater availability of social assistance
programs, more community kitchens, and broader access to shelters. These findings are robust to
the inclusion of control variables such as unemployment, poverty, and population density,
confirming that the effect is not merely a reflection of regional economic differences.

A comparative look at regional patterns reinforces these results. Sofia and Plovdiv stand out
as hubs of religious nonprofit activity, where diocesan structures are strong and charitable
initiatives well-developed. These regions report above-average welfare outcomes, suggesting that
church expenditures act as an additional layer of social support alongside state welfare. In contrast,
peripheral regions such as Vidin show weaker church economy activity and correspondingly lower
welfare indicators. This disparity highlights both the compensatory role of religious organizations
and the uneven distribution of their contributions across the country.

Benchmarking against European cases provides additional perspective. In Germany, church
tax revenues ensure stable financing of religious welfare programs, while in Italy, the “otto per
mille” system channels significant resources to both Catholic and minority religious communities.
Compared to these models, Bulgaria’s church economy remains small in scale and hampered by
incomplete financial transparency. Nonetheless, the estimated 0.5 percent GDP contribution
demonstrates that religious organizations have a tangible impact, even in the absence of
institutionalized financing systems.

Taken together, the descriptive and econometric results support the argument that the church
economy constitutes a distinct, measurable sector of the Bulgarian economy. It operates not only
as a spiritual institution but also as a socio-economic actor, compensating for state welfare gaps
and reinforcing community resilience. While modest in absolute financial terms, its indirect effects
on social cohesion, poverty alleviation, and regional welfare stability are significant and warrant
recognition in both academic research and policy design.

To place the Bulgarian findings in a broader regional perspective, it is useful to compare
them with neighboring Orthodox-majority countries such as Romania and Greece. Romania’s
Orthodox Church, similar in size and structure to Bulgaria’s, plays an extensive role in social
welfare. Stan and Turcescu (2007) document that the Romanian Orthodox Church manages
schools, hospitals, and nationwide social programs, often in partnership with state authorities.
Recent estimates suggest that church-affiliated charities in Romania provide assistance to more
than 100,000 beneficiaries annually, representing a larger scale of activity than Bulgaria both in
absolute terms and relative to GDP. The key difference lies in the stronger institutionalization of
partnerships between church and state in Romania, which ensures both greater funding flows and
better visibility of religious welfare contributions.

In contrast, the Greek Orthodox Church benefits from a long-standing integration into the
national system of public services. According to Davie (2002), priests are salaried by the state, and
church institutions administer a wide range of hospitals, schools, and orphanages. During the
economic crisis of 2009-2015, the Greek Church operated hundreds of soup kitchens and relief
programs, compensating for austerity-driven cuts in public welfare. This case illustrates how
religious institutions can serve as a buffer against economic shocks, a function that is also
observable in Bulgaria but on a smaller scale. The comparison suggests that the Bulgarian church
economy has latent potential that could be realized through stronger institutional support and
clearer legal frameworks for church—state cooperation.

Robustness checks further confirm the stability of the econometric findings. Substituting
alternative dependent variables, such as healthcare access and educational assistance, yields
consistent positive coefficients for church expenditures, reinforcing the conclusion that religious
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organizations contribute to multiple dimensions of welfare. Employing heteroskedasticity-
consistent standard errors does not alter the significance of the results, while the inclusion of
regional fixed effects accounts for unobserved heterogeneity across dioceses. Even when lagging
church expenditures by one year to address simultaneity, the positive relationship with welfare
outcomes remains intact.

These findings underscore the resilience of the Bulgarian church economy’s welfare impact.
While comparatively smaller in scale than in Romania or Greece, the sector demonstrates
measurable and statistically robust contributions to social stability. The evidence supports the
argument that, if better integrated into national accounts and supported by clearer institutional
mechanisms, the Bulgarian Orthodox Church and affiliated religious nonprofits could expand their
welfare role, bringing Bulgaria closer to European models of religious social economy.

5. Conclusions and Policy Implications

The data summarized in Table 1 and the demographic patterns illustrated in Figure 1 provide
a clear empirical foundation for recognizing the Bulgarian Orthodox Church (BOC) and other
religious organizations as socio-economic actors with measurable influence. The econometric
analysis confirms that church-related expenditures have a statistically significant positive effect
on welfare outcomes at the regional level. Regions with stronger diocesan structures, such as Sofia
and Plovdiv, consistently demonstrate better provision of social services, while peripheral areas
like Vidin show weaker results, reflecting disparities in church economy activity. These findings
establish that the church economy is not only a theoretical construct but also an empirically
verifiable component of Bulgaria’s social economy.

From a theoretical perspective, the results reinforce the argument advanced in Angelov, A
(2025) that the church economy constitutes a distinct fourth sector of the economy. Unlike the
state, market, or conventional nonprofit organizations, churches combine spiritual authority with
socio-economic functions, generating both tangible financial flows and intangible benefits such as
trust and social cohesion. This hybrid nature complicates their classification in standard economic
accounts but also demonstrates their unique capacity to bridge institutional boundaries. Internal
control mechanisms, as elaborated in Angelov, A (2025), are essential for ensuring accountability
and efficiency within this sector, particularly given the financial opacity that continues to
characterize many dioceses. The risk of mismanagement and the importance of robust internal
control are consistent with broader findings on nonprofit accountability (Association of Certified
Fraud Examiners, 2020).

The policy implications of these findings are significant. First, Bulgaria would benefit from
developing a more systematic framework for recording and monitoring the financial activities of
religious organizations. Integrating the church economy into national accounts, in line with the
European System of Accounts (ESA 2013), would enhance statistical accuracy and support
evidence-based policymaking. Second, greater financial transparency would strengthen public
trust in the BOC and other denominations, enabling more effective partnerships with the state in
welfare provision. Third, aligning Bulgarian practices with European examples such as Germany’s
church tax or Italy’s “otto per mille” could provide mechanisms for stable financing and
accountability, while respecting national traditions and autonomy of religious communities.

At the European level, the recognition of the church economy has broader implications for
the EU Social Economy Action Plan (2021). Explicitly including faith-based organizations within
the framework of the social economy would better reflect their role in delivering welfare services
and preserving cultural heritage. Such recognition could open opportunities for European funding,
cross-border cooperation, and policy innovation.

Ultimately, acknowledging the church economy as a distinct sector not only enriches
academic debate on the financial dimensions of the knowledge economy but also provides
policymakers with a clearer vision of how faith-based institutions can complement state and
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market mechanisms in fostering inclusive and sustainable development. By combining theoretical
insights with empirical evidence, this study demonstrates that the church economy is a measurable,
impactful, and necessary component of Bulgaria’s socio-economic system.

References:

1. Angelov, A., 2025. Control of the Socio-Economic Activity of Church Organizations. Sofia: St. Gregory
Bogoslov Publishing House.

2. Association of Certified Fraud Examiners. (2020). Report to the Nations: Global Study on Occupational
Fraud and Abuse. Austin, TX: ACFE.

3. Davie, G. (2002). Europe: The Exceptional Case. Parameters of Faith in the Modern World. London: Darton,
Longman & Todd.

4. European Commission. (2020). Social Economy in the European Union. Brussels: Publications Office of the
European Union.

5. European Commission. (2021). Social Economy Action Plan. Brussels: Publications Office of the European
Union.

6. European Parliament. (2013). European System of Accounts: ESA 2013. Luxembourg: Publications Office of
the European Union.

7. Ferrari, S. (2011). The Italian model of church and state. International Journal for the Study of the Christian
Church, 11(2-3), 199-210. https://doi.org/10.1080/1474225X.2011.580742

8. Froese, P, & Pfaff, S. (2005). Explaining commitment in the age of independence: Religion in the former
East Germany. Journal for the Scientific Study of Religion, 44(4), 397-422. https://doi.org/10.1111/j.1468-
5906.2005.00295.x

9. lannaccone, L. R. (1998). Introduction to the economics of religion. Journal of Economic Literature, 36(3),
1465-1496.

10. Knddel, H. (2015). Kirchensteuer und Staatsleistungen: Finanzierung der Kirchen in Deutschland.
Zeitschrift fiir Staats- und Europawissenschaften, 13(1), 45-63.

11. Ministry of Finance of Bulgaria. (2022). Budget allocations for religious denominations under the Religions
Act. Sofia: Ministry of Finance.

12. National Statistical Institute. (2021). Population Census: Religious Affiliation. Sofia: NSI.

13. National Statistical Institute. (2023). Nonprofit Organizations in Bulgaria 2021-2023. Sofia: NSI.

14. OECD. (2020). Social Impact Measurement for the Social and Solidarity Economy. Paris: OECD Publishing.
https://doi.org/10.1787/f3da0087-en

15. OECD. (2022). The Social Economy: Building Inclusive Economies. Paris: OECD Publishing.
https://doi.org/10.1787/6b83cc69-en

16. Pellegrini, M. (2013). Tax design for the third sector: The Italian “otto per mille” system. Nonprofit Policy
Forum, 4(2), 203-223. https://doi.org/10.1515/npf-2013-0010

17. Salamon, L. M., & Anheier, H. K. (1997). Defining the Nonprofit Sector: A Cross-National Analysis.
Manchester: Manchester University Press.

18. Stan, L. (2010). Church, State, and Democracy in Expanding Europe. Oxford: Oxford University Press.

19. Stan, L., & Turcescu, L. (2007). Religion and Politics in Post-Communist Romania. Oxford: Oxford
University Press.

20. Stiglitz, J. E., Sen, A., & Fitoussi, J. P. (2009). Report by the Commission on the Measurement of Economic
Performance and Social Progress. Paris: Commission on the Measurement of Economic Performance and
Social Progress.

21. Tache, I. (2019). The role of the Orthodox Church in Romania’s social economy. Review of Social Economy,
77(3), 403-425. https://doi.org/10.1080/00346764.2019.1590607

22. U.S. Department of State. (2022). International Religious Freedom Report: Bulgaria. Washington, DC: U.S.
Government.

23. World Bank. (2013). Faith-Based and Religious Organizations in Development: An Untapped Resource.

Washington, DC: World Bank.



