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The paper examines socio-economic aspects of sustainable development and new trends in this area
in the process of European integration of Bulgaria. The main objective of sustainable development is the
improvement of quality of life and well-being for present and future generations. Has Bulgaria made
progress towards achieving this objective in the process of European integration? What impact does the
current crisis have on the socio-economic sustainable development of the country?

The study is based on the analysis of European Union (EU) set of sustainable development
indicators, which provide a snapshot of socio-economic development: changes in real GDP per caita and
labour productivity, Research and Development (R&D) expenditure, investment, regional disparities in
economic activity as well as employment and unemployment. The paper accounts for data and discusses
trends in the indicators within Bulgaria and the EU in the period from 2000 to 2012 based on data from
the National Statistical Institute of Bulgaria and Eurostat.

The analytical part makes it possible to assess Bulgaria’s progress towards sustainability in the socio-
economic area: current challenges, comparative performance and future recommendation for
improvement.

Key words: socio-economic development, sustainable development, sustainable development
indicators, Bulgaria.

1. Introduction

Bulgaria and the other new members of the EU, which joined after 2004, are
distinguished by their specific integration model defined by transition process from a
centrally planned to market economy. In comparison with the economies of the main
partners in the integration process, the Bulgarian economy is not large in scale, and the
income per capita is low.

During the first years of its EU membership Bulgaria faces a number of challenges
such as embracing the principles of participation in the European integration
community, rapidly aging population, shrinking labour force and economic crisis.
However, until the beginning of the global economic crisis, Bulgaria had one of the
highest growth rates in the EU. The Bulgarian economy attracted significant amount
of foreign investments and unemployment rate fell from 19.5 % in 2001 to 5.8 % just
before the crisis began in 2008.

The reform of the economy and stabilization allowed Bulgaria to enter a period of
stable economic growth since 2000. There has been a process of income catching up.
The specifics of the catching-up process are determined by the nature of external
environment, economic globalization and financial integration.
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2. Real GDP per capita

In the 1990s, Bulgaria made a transition to market economy. This transition
caused an economic downturn, followed by a period of higher growth in the end of the
1990s. The upward phase of the transformation cycle was characterized by stable and
high growth of gross domestic product (GDP) and macroeconomic stability. The
prospects and the following EU membership have a strong influence on Bulgaria’s
positive economic development. From 2001 to 2010 real GDP increased. The highest
rate of GDP growth was in 2004, 6.8 %. In 2008 the growth is still high, 6.2 %. The
impact of the global economic crisis is significant and as a result of it Bulgaria fell
into recession in 2009, GDP fell by 5.5 %.

The economic recovery was slow from 2010 to 2012 due to difficulties in the
global economy and the process of reducing the internal indebtedness. Although in
2011 the growth rate is 1.7 %, it slowed down again in 2012 to 0.8 %.

The process of approaching EU income level in Bulgaria takes place since 2000.
The key socio-economic development indicator — real GDP per capita — shows a
positive development in the period, although the economic crisis and the followed
recession led to its decline. The level of GDP per capita in Bulgaria (table 1) increased
from 28 % of EU average (in 2000) to 47 % (in 2012), scoring higher growth rates
than the older union members.

Between 2000 and 2008 real GDP per capita increased at an average rate of 6.7 %
per year (table 1). The high real GDP growth per capita is sustainable thanks to the
notable growth in labor productivity. Under the influence of the economic crisis in
2009, real GDP per capita decreased by — 5 %. The growth rate was positive again in
2010-2012, with a slow of 1.4 % in 2012.

The higher growth rates compared to EU average allow Bulgaria to partly erase
the difference in income level. In 2001, for example, the difference between the
highest level of GDP per capita in the Netherlands (the country is on the second place
in this indicator after Luxemburg) and the level in Bulgaria is 104 points. In 2012 the
difference was 84 points (131 in Austria and 43 in Bulgaria). Until Bulgaria joined the
EU in 2007, the income in the country compared to the EU countries increased from
26.5 % of the EU average in 1997 to 38 % in 2006.

The global economic and financial crisis affects the growth rates, hence the
convergence in income and living standards. Despite the achievements in income
convergence with the EU in 2012, Bulgaria was the country with the lowest level of
GDP per capita among all EU member states.

The dispersion in GDP per capita across the country’s regions is quite remarkable.
There is a trend of increasing of horizontal or spatial differences in income levels per
capita. From 2000 to 2010 disparities in GDP per capita between regions in Bulgaria
increased significantly from 27.3 % to 47.6 %. The economic catch-up in Bulgaria and
other Eastern European countries has led to an increase in the regional disparities,
while they were reduced at EU level. Compared to other EU members the dispersion
of regional GDP is highest in Bulgaria, indicating the need for targeted policies to
reduce the regional disparities and create jobs and growth in the regions.
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Table 1
GDP per capita, 2000-2012
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GDP per capita in
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capita, growth rate

(Percentage 62 |75 |52 |64 |01 |69 |68 |70 |67 | 50|11 |44 |14

change on 3
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GDP per capita 27. | 28 30 |32 |38 |42 |44 |46 |47
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per inhabitant)

Source: Eurostat

3. Economic development

Investment spending is typically a cyclical component of GDP. During the specific
period, this study focuses on the investment growth as a share of GDP is determined
by business investment. On average for the period from 2000 to 2012 the share of
investment in GDP is 23.2 % (table 2). Between 2000 and 2008 this share grew
steadily: from 15.8 % in 2000 to 33.6 % in 2008. The effect of the crisis on investment
is visible in 2009 and 2010. Since 2009 there is a decrease in the share of investment
in GDP, which is primarily due to a decline in business investment spending (from
28.0 % in 2008 to 18.1 % in 2012). In 2012 total investment as a share of GDP was
21.4 %. Investments in the private sector in the same period reached 18.1 %, while the
share of public investment in GDP was 3.3 %.

Table 2
Investment by institutional sectors, 2000-2012 (% of GDP)
s g |8l 8|28 &8 |8 |83 |2 |g |9
o o o o o (@] (@] (@] (@] o o o (@]
N N N N N N N N N N N N N
Total 158 | 183 | 183 | 190 | 20,4 | 257 | 276 | 286 | 336 | 288 | 228 | 215 | 214
investment
Private 122 [ 149 [ 152 [ 161 | 172 | 223 | 236 | 234 | 280 | 239 | 182 | 181 | 181
investment
Public 36 |34 |31 |29 [32 |34 |40 |52 |56 |49 |46 |34 |33
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sector
investment

Source: http://mww.nsi.bg/SDI/SDI1%201.2 bg.pdf

Investments are essential for the increase of the labour productivity. During the
research period, there is a positive process of convergence of labour productivity per
hour worked towards the EU-27 average. Labour productivity per hour worked in
Bulgaria increased from 33 % to 44.1 % of the EU-27 average between 2001 and
2012 (table 3). Despite the ongoing process of convergence Bulgaria remains the
country with the lowest productivity in the EU. The data indicate a faster growth rate
of the indicator compared to the EU-27 average. Maintaining a positive differential in
the growth of labor productivity compared to the average for the EU-27 creates a
good basis for maintaining the competitiveness of the Bulgarian economy in the long
term period.

Table 3
Labor productivity and Total R&D expenditure, 2000-2012
s |lg|g|8|&|8|8|s|8|8|5 |2 |9
o o o o o o (@] (@] (@] o o o o
N N N N N N N N N N N N N
Labor 10, |41 [45 |31 [26 |40 |33 |31 |33 |28 |54 |55 |55
productivity 3

growth rate per

hour worked

previous year =

100

l. Labou

r productivity per

hour worked 33. | 34. |35 |35 |[362 |36 |37 |39 |39 |40 |42 |44
. Index | 0 6 5 1 7 8 1 7 7 9 1
(EU27 = 100)

. Total 05 |04 |04 |04 |04 (046 |04 |04 |04 |O5 |05 |06 |06
R&D expenditure | 1 6 8 8 9 6 5 7 3 3 7 4
(% of GDP)

Source: Eurostat and National Statistical Institute.

For the period of 2000-2012 labor productivity per hour worked in Bulgaria
increased on an average to 3.9 %. During the crisis of 2009 the growth rate is
negative. Between 2010 and 2012, the process of optimization of the employment of
the labor force had a positive effect and the productivity increased by more than 5 %
annually supporting the economic growth. In 2012 the real growth of the indicator was
5.5 % compared to the previous year, thus continuing the growing trend.

In the present conditions of shrinking population and labour force, the process of
maintaining labour productivity is crucial for future economic growth, as well as for
income convergence toward the EU average. This determines the need for policies that
support productivity as well as improve business environment, infrastructure and
innovation.
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Research, development and innovation are key to sustainable growth. Research
and development (R&D) intensity (measured by share of R&D spending as a
percentage of GDP) is one of the key indicators to measure EU’s progress in reaching
the targets of Europe 2020 strategy for smart, sustainable and inclusive growth. The
national target for Bulgaria, according to the national strategy, is R&D expenditure to
reach 1.50 % of GDP.

R&D expenditure has a significant contribution for the transition towards
knowledge society, for increasing labor productivity and stimulating economic
growth. The share of R&D spending as a percentage of GDP in Bulgaria grew from
0.51 % in 2000 to 0.64 % in 2012 making no significant progress towards achieving
the national target of 1.5 % of GDP by 2020 (table 3). This value remains below the
EU-28 average of 2.6 % in 2012.

Public investment in improving the quality and infrastructure of research as well
as funding and encouraging research and development in the business sector are some
crucial steps that need to be taken in order to bring Bulgarian closer to the national
target.

4. Employment and unemployment

A high level of employment is important for achieving sustainable development
objectives such as a high standard of living, the quality of life and social inclusion.
Bulgaria faces serious economic challenge of drastic demographic changes, rapidly
aging population and shrinking of labour force. The decreased in labour force creates
challenges for the sustainability of Bulgaria’s social model, economic growth and
public finances due to the fact that fewer employees should provide for a growing
number of people, depending on the social system.

The current situation on the labor market is a challenge for sustainability due to
low level of employment and high level of unemployment. The dynamics of
employment and unemployment follow the fluctuation of the economic activity. The
economic crisis had a negative influence on the labor market. It interrupted the
employment growth trend observed between 2001 and 2008. During that period the
employment among 20 to 64 year olds increased from 54.8 % to 70.7 % (table 4).

The level of employment has been decreasing since 2009. In 2012 the ratio
reached 63.0 %, which is 7.7 percentage points less than in 2008. The employment
rate in Bulgaria in 2012 is low compared to the average for the EU-28 for the same
period, 68.4. Compared to other EU countries the employment rate is much lower than
the national target — 76 %, according to the National Europe 2020 indicators [2, p. 32].
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Table 4
Employment and Dispersion of regional employment rates, 20002012

2000

2001

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

2012

Total
employment
rate, (% of | 55.3 | 54.8 | 55.8 | 58.0 | 60.1 | 619 | 65.1 | 68.4 | 70.7 | 68.8 | 65.4 | 62.9 | 63.0
age group
20-64)

Total

employment
rate by
gender, (% | 60.2 | 58.3 | 59.4 | 62.2 | 644 | 668 | 69.9 | 73.4 | 76.1 | 73.8 | 69.1 | 66.0 | 65.8
of age
group  20-
64) Males

Total

employment
rate by
gender, (%
of age
group  20-
64) Females

50.7 | 515 | 52.3 | 540 | 56.0 | 57.1 | 60.4 | 635 | 65.4 | 64.0 | 61.7 | 59.8 | 60.2

Dispersion
of regional
employment
rates, by
gender -
Total

9.5 73 6.8 6.3 6.6 7.2 7.3 7.1 7.2 8.1 8.7 7.6 73

Dispersion
of regional
employment
rates, by | 9.1 6.6 6.7 5.6 5.7 75 6.5 6.0 6.3 6.9 7.7 6.8 7.3
gender -
Males

Dispersion
of regional
employment
rates, by | 106 | 8.7 7.4 7.7 8.0 7.7 8.8 9.0 8.9 9.8 101 | 89 7.7
gender -
Females

Source: Eurostat and National Statistical Institute.

The gap between male and female employment is reducing. Between 2008 and
2012 the employment rate fell by 10.3 percentage points for men and 5.2 percentage
points for women.

Between 2000 and 2008 female employment is increasing steadily, however, since
2008 it starts declining. In 2012 the rate of employment among women is 60.2, which
is 2.1 percentage points lower than the average for the EU-28. This difference is
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greater for male employment, namely 8.7 percentage points lower than the EU-28
average. The employment rate among young women at the age of 15 to 24 years old
and older women between 55 to 59 years is low and has the potential to increase.

In 2012 compared to 2008 the largest reduction in employment is seen among the
population in the age group 25-34 and 35-44 years old. Higher education is a
prerequisite to better employment opportunities. The employment rate among people
holding a university degree is the highest. The employment rates by education levels
for those aged 25-64 years are significantly different, respectively 81.8% for people
with higher education, 69.1% for people with secondary education and 37.4% for
primary and lower education [3].

The dispersion of regional employment decreased between 2000 and 2003 before
to increasing significantly from 6.3 % in 2003 to 8.7 % in 2010 (table 4). Over the past
two years a decrease in disparities can be observed, in 2012 the indicator value is
7.3 %. The Southwest region of Bulgaria, where the capital is located, is the only
region out of the six with employment rate above the national average (65.1 % in
2012). In all other regions, the employment rate is below the national average, the
lowest indicator value is in the Northwest region — 53.6 % [3]. The snapshot of the
regional employment dynamics shows the unstable trends in the current development
and necessary actions aimed at reducing regional disparities in employment and
unemployment.

Table 5
Unemployment, 2000-2012 (%)
s |lg|g|8|3d|8|8|&8|8|8|3|g |9
o o o o o o (@] (@] (@] o o o o
N N N N N N N N N N N N N

Total
unemployment | 16.4 | 195 | 18.2 | 13.7 | 12.1 | 10.1 | 9.0 6.9 5.6 6.8 103 | 11.3 | 123
rate, (%)

Unemployment
rate, by gender | 16.7 | 20.2 | 18.8 | 140 | 125 | 103 | 8.6 6.5 55 6.9 10.8 | 12.3 | 135
- Male

Unemployment
rate, by gender | 16.2 | 186 | 17.4 | 134 | 11.6 | 100 | 94 74 5.8 6.7 9.6 10.1 | 10.8
- Female

Unemployment
rate, by age
group - Less
than 25 years

33.7 | 383 | 35.2 | 266 | 243 | 21.0 | 183 | 141 | 119 | 151 | 21.8 | 25.0 | 28.1

Unemployment
rate, by age
group - From
2510 74 years

145 | 172 | 16.2 | 124 | 108 | 9.0 8.1 6.2 5.0 6.1 9.3 10.1 | 11.0

Source: Eurostat

The unemployment rate is among the key sustainability indicators as
unemployment directly affects poverty and social exclusion. Since 2001 when the
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unemployment rate in Bulgaria reached its peak of 19.6 %, it has been constantly
decreasing to 5.6 % in 2008 (table 5). Over the following years the unemployment rate
increases again as a result of the economic crisis. In 2012 it reached its highest value
for the last nine years — 12.3 %. This level is higher than the average for EU-28,
which is 10.7 %.

The increased unemployment in the recent years affects more men than women —
the unemployment rate for men increased from 5.5 % in 2008 to 13.5 % in 2012, and
for women — respectively from 5.8 to 10.8 %.

After a decline in the period before the economic crisis and the lowest level of
12.7 % in 2008, the youth unemployment rate (15-24 years) increased to 28.1 % in
2012. This rate is above EU average over the same period — 22.8 %. According to a
research made by the World Bank, the youth in Bulgaria are more disengaged from
employment and education than in any other EU-27 country [4, p. 16].

The people with lower education are affected to the greatest extent by higher
unemployment. In 2012, the unemployment rates for people with primary or lower
education, aged 25-64, reached 27.0 %, while the rate among people with secondary
or higher education is considerably lower — respectively 10.2 % and 5.6 % [3]. Long-
term unemployment among the economically active population is among the highest
in EU — 56.2 %. These emerging trends in the labor market show that labor market
policies will be more successful with a focus on young people, women and older
people. More and better opportunities for education and qualifications are an
important factor for successful integration into the labor market, increasing the
efficiency of employment programs and integration of vulnerable groups.

5. Conclusion

The impact of the current financial and economic crisis on the researched
processes is significant, yet some major trends in the socio-economic field stand out.
The trends were identified by analyzing relevant indicators.

There is a progress according to the main indicator — real GDP per capita — despite
the strong impact of the economic crisis and the declining number of population in
Bulgaria. After more than a decade of strong economic growth and job creation there
is a positive development in the process of catching up with EU average income.
Growth is driven by higher productivity, which increases at high rates, yet due to its
low general level the income per capita remains EU’s lowest. Significant regional
disparities in income levels increase in the process of catching up.

Productivity growth is a key factor not only for the convergence process, but in the
context of a rapidly aging population, which limits the prospects for growth in the
future. At present, the economy is growing at a slow pace and the level of investment
is low and is not increasing due to the crisis.

R&D spending as a share of GDP remains low, yet the integration process of the
country has a positive impact due to the access to EU structural funds.

Between 2000 and 2008 the rate of employment of people in the age of 20 and 64
increased, reaching a peak of 70.7 % in 2008, which is slightly more than EU average.
The recession followed by the fall in GDP in 2009 resulted in a significant loss of
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vacancies and high unemployment. The positive rates of GDP growth in the recent
years did not lower the unemployment; employment reaches 63 %, thus making
national Europe 2020 target seem unattainable.

Since 2008 there has been a progress in closing the gender employment gap. The
long-term unemployment rate, which is important for sustainable development,
remains high and indicates structural problems in the labor market. In the context of
the objectives of inclusive growth, young women and those over 55 as well as youth
groups should be focused on.

The identified challenges to Bulgaria’s sustainable development require a strong
focus on sustainable development public policies, instruments and mechanisms for
their implementation.
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COITAJTBHO-EKOHOMIYHI ACITEKTH CTAJIOT'O PO3BUTKY B BOJITAPII
Hadina I'eopriesa JloHeBa

Benuxomupnoscokuii ynisepcumem imeni Ce. Kupuna ma Ce. Meghodis,
eyn. T. Typnoscki, 2, Beruxo Tapnoeo, Boneapis, 5000, men. +359 62 22 4762,
e-mail: ddoneva@yahoo.com

Po3rnsiHyTO COIiambHO-EKOHOMIYHI ACTIEKTH CTaJOoro pPO3BUTKY 1 HOBHX TCHICHIIH B ramysi
nocmipkeHas B bonrapii. OCHOBHMMH WUISMH CTajJOro PO3BUTKY € TIONIIIICHHS SKOCTI JKUTTS Ta
JI00po0yTY HHUHIIIHBOrO 1 MalOyTHIX MOKOMiHB. Sk Bonrapis moMoriacst mporpecy B JOCATHEHHI X
[ijel y mporeci €BpONEHChKOl iHTerparii 1 SK HHUHIIIHSA KprU3a BIUIMBAa€ HA CTIHKICTH COIalbHO-
€KOHOMIYHOTO PO3BUTKY KpaiHu?

JlocmimkeHHss 3acHOBaHE Ha Ha0OpI TOKAa3HHWKIB CTAIOTO PO3BHUTKY €Bporeiicbkoro Coro3y Ta
Bonrapii. BusiBieHi TeHIEHIIIT B raiy3i ComiaJbHO-€KOHOMIYHOTO PO3BUTKY — AMHaMiKa peajibHoro BBIT
Ha JyIIy HACCJICHHS 1 MPOAYKTHBHOCTI IIpalli, BUTpaT Ha JOCIIDKEHHS 1 PO3POOKH, 1HBECTHIIIL,
peTioHaNbHI BiAMIHHOCTI B €KOHOMIYHIM aKTHBHOCTI, 3aiHATOCTI Ta piBeHb 0e3po0iTTs. Llg aHamiTnana
YacTUHA JI03BOJISIE OIIHHUTH Tporpec bonrapii BiZHOCHO 3a0e3MEUeHHS CTIHKOCTI Yy COIaJIbHO-
KOHOMIYHIH chepi.

Kniouosi crosa: coOliaIbHO-€KOHOMIYHHUIA PO3BUTOK, CTAlINil PO3BUTOK, IHAMKATOPH CTAJIOrO
po3Butky, Bonrapist.
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COLIAAJIBHO-3KOHOMUWYECKHUE ACIIEKTBI YCTOMYHUBOI'O PASBUTHUSI
B BOJITAPUN

Jaduna I'eopruesa lonesa

Benuxomuipnoscxuii ynusepcumem umenu Ce. Kupunna u Ce. Megoous,
yu . T. Typnoscku, 2, Benuxo Taproso, Boreapus, 5000, men. +359 62 22 4762,
e-mail : ddoneva@yahoo.com

PaccMoTpeHB! COnMambHO-DKOHOMHIECKHE aCTIEKTHl YCTOHYMBOTO PAa3BUTHS M HOBBIX TCHACHIUH B
obnactu uccnenoBanus B bonrapuu. OCHOBHBIME HENSMH YCTOHYMBOTO Pa3BUTHS YAyUIICHHS KauecTBa
KHU3HH U OJIaTOCOCTOSIHHS HBIHENTHETO M Oymymux mokonenuit. Kak Bomrapust mobmmaces mporpecca B
JIOCTHKCHUHU JTHX LEJICH B IPOLIECCE EBPOINECHCKOM MHTErpaluy U KaK HBIHCIIHUM KPU3UC BIUSACT HA
YCTOHYMBOCTH COLHAIBHO-OKOHOMUYECKOTO PA3BUTHS CTPAHbI?

HccnenoBanre 0CHOBaHO Ha Habope Ioka3areneil ycroiunBoro passutust EBpomneiickoro Coroza n
Bonrapun. BrlsBieHHbIE TEHACHINH B OONACTH COLHATBHO-)KOHOMHYECKOTO PA3BUTHA — JUHAMHKA
peanxsHoro BBII Ha mymry naceneHms M IPOM3BOAUTENBHOCTH TPYZAQ, PACXOMOB Ha HCCICAOBAHUS H
pa3pabOTKH, WHBECTUIMH, PETHOHAIBHBIC pa3INdHs B OSKOHOMHYECKOH aKTHBHOCTH, 3aHATOCTH H
ypoBeHb 0e3paboTumpl. JTa aHAIUTHYECKas 4acTh MO3BOJSIET OLECHUTH Hporpecc bonrapum B memne
obecreveHns1 yCTOHINBOCTH B COLMAIBHO-?KOHOMHUUECKOH cdhepe.

Kniouesvie cnosa: conmaabHO-3KOHOMHYECKOE pa3BUTHE, YCTOWYMBOE PAa3BHTHE, WHIUKATOPHI
YCTOMYMBOro pa3Burus, boirapus.
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