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IPSAAMI THO3EMHI IHBECTHIIIL — CTYIIIHb IPUXUJIBHOCTI
TA 3HAUYIIOCTI JJISI BOJTAPCHKOI EKOHOMIKH

Icnye 3pocmanns 6i0Kpumocmi i 63a€MO3aNEeHCHOCME KPAin ceimy, meHOeHyil 30inbuieH s
MPAHCKOPOOHHOI eKOHOMIYHOI inmeepayii ma enobanizayii. Y pezynomami exoHOMIYHUX pepopm 6
Boneapii 3a ocmanni 06a decamunimms, a maxodc ii gcmyn 0o €aponeticokoeo Cow3y, eKOHOMIKA
KPAiHu 3MIHIOEMbCS Y GIONOGIOHOCHI 3 YUMU NOOIAMU, WO NOJE2ULYE NOMIK MPAHCHAYIOHANLHO20
kanimany 6 boneapiro.

Y moil oice wac npsami inosemui ineecmuyii € OOHUM 3 OCHOBHUX (DAKMOPIE eKOHOMIUHO20
PO36UMKY 1 3DOCMAHMSA, 8OHU CHGOPIOIOMb YMOGU 0Nl POUUPEHH MA 600CKOHALEHHS ICHYI0Y020
BUPOOHUYMBA, A MAKOIC BUKOPUCOBYIOMbCSL OlIsL CHBOPEHHSI HOBUX POOOUUX Micyb | 30iTbuleHHs
3AUHAMOCMI 8 KPAiHi-00epaicysau.

Y cmammi 3aznauaemocs, wo npami inozemui iHGecmuyii Marome Kuowo8e 3HAYEHHs Ois
exonomixu Boneapii, euguenns ma nonimuxa wooo Hux noguHna oymu yirecnpsimoganor. OCHOBHOIO
Memoio 0aH020 O00CTIONCEHHs € 3'ICYBaHMHSA, KON MIpOI0 6012apCbKA eKOHOMIKU 3aNeHCUms 6i0
NPAMUX THOZEMHUX THBECMUYII.

Knrouosi cnosa: npsmi inozemui ingecmuyii, HAYIOHANbHOI NOAIMUKY, MINCHAPOOHO20
Kanimarny.

Cywecmseyem pocm OMKDPLIMOCIU U 63AUMO3AGUCUMOCTIU  CIMPAH  MUpAa, MeHOeHYull
VBeNUHCeHUS. MPAHCSPAHUYHOU IKOHOMUYECKOU uHmezpayuu u 2iobaiusayuu. B  pesyrbmame
IKOHOMUYecKux pegopm 6 boneapuu 3a nociednue 0sa decsimuiemuss, a maxdce ee CMynjeHue 8
Esponetickuii Coo3, 9KOHOMUKA CMPAHbl MEHAEMCs 8 COOMBEMCMEUU C IMUMU COOLIMUAMU, YO
COOMBEMCmMeeHHO obae2Haem nOMoKU MPAHCHAYUOHAIbHO20 Kanumana 6 boneapuro.

B mo oice epemst npsivmvle UHOCMPAHHbLE UHBECMUYUU AGTAIOMCSL OOHUM U3 OCHOBHBIX (DAKMOPO8
IKOHOMUYECKO20 PA3GUMUSL U POCMA, OHU CO30al0m YCA08UsL OJisl PACUUPEHUS U COBEPULEHCMBOBAHUS
cywecmayoueco npou3e00Cmed, a Mmaxice UCNOAb3VIOMCS Ol CO30aHUsL HOBbIX pabouux Mmecm u
yeenudeHue 3aHAMOCmu 8 Cmpane-noayiamere.

B cmamve onpedensemcs, umo npsimble UHOCMPAHHbIC UHEECMUYUU UMEIOM KIIO4esoe
3HAueHue Osl IKOHOMuxku boneapuu, usyuenue u noaumuxka 6 OMHOWIEHUU HUX OOJIICHA Oblmb
yenenanpaegnennoti. OCHOBHOU Yelblo 0AHHO20 UCCA008AHUSL ABIAEMC BbISICHEHUE, 8 KAKOU CeneHu
Oon2apCcKoOUas IKOHOMUKA 3ABUCUM O NPSIMBIX UHOCHPAHHBIX UHEECUYULL

Knrouesvle cnosa: npsivvie UHOCMPAHHbIE —UHEECMUYUY, HAYUOHAALHOU  NOJUMUKU,
MeNCOYHAPOOHO20 KAnumand.

Introduction. There is a growth in the openness and interdependence of countries worldwide
parallel to the trend of increasing of the cross-border economic integration and globalization. As a
result of the market and economic reforms in Bulgaria in the last two decades, as well as of its
accession to the European Union, which is a supranational institution aiming to converge its Member
States; the country's economy is changing in line with these events. This facilitates the transnational
capital flow to Bulgaria both within Europe and worldwide.

At the same time foreign direct investments are “one of the major factors of economic
development and growth, they create conditions for expanding and improving of the existing
production, and are used for creating new jobs and increasing employment in the recipient country.
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FDI also contributes to the introduction and dissemination of new technical and scientific
achievements in different countries” [1].

The paper argues that foreign direct investments are of key importance for Bulgaria’s economy
and the study and policy regarding them should be purposeful.

The main objective of this study is to clarify the extent to which Bulgarian economy is affected
by FDI and what the national policy should be in this regard.

The first part of the paper examines a set of indicators for measuring the degree of involvement
of a country’s economy with FDI, and the main body applies empirical data in the form of a
comparative analysis between Bulgaria and Ukraine and average values for the EU using the above
mentioned indicators. The conclusion presents the respective inferences and recommendations, which
can be made thereof.

I. Importance of FDI for Bulgaria’s economy, indicators for measuring the degree of
involvement with them.

As mentioned above the political and economic changes occurring in Bulgaria over the last
years lead to determining changes in the degree of its openness. The FDI inflows to the country as
well as the stock of these are considerably increasing as can be seen in Table 1. This gives grounds to
argue that the importance of FDI for the Bulgarian economy grows over time and, respectively, they
should be studied purposefully and in more detail.

Table 1
FDI inflow and FDI stock in Bulgaria for the period 2003-2011 /in billion USD/
Year 2003 | 2004 2005 2006 2007 2008 2009 2010 2011

FDI inflow | 2.089 3.397 3.920 7.805 12.389 9.855 3.385 1.601 1.864
FDI stock 6.371 | 10.108 13.851 23.483 37.936 44.059 49225 46.874 | 47.653
Source: UnctadSTAT

One of the main problems is that due to the nature of the published statistical data in Bulgaria
for the incoming FDI the scientific studies in this area are limited mainly to their financial aspect.
Consequently, FDI are often defined as very important for the country’s economy without really
taking into account to what extent it is involved with them, what their effects are depending on their
nature and purpose, as well as what the country’s policy for attracting them should be.

In order to clarify the above mentioned issues we present the following set of indicators
showing the FDI and the degree of their presence, respectively importance, for a particular country:

1) Ratio of FDI inflow to the GDP in the respective country: a classical indicator for
comparison, as the absolute value and the GDP growth rates are crucial for measuring the state of each
country’s economy.

2) FDI per capita, or ratio between FDI inflows and the number of the population in the
respective country: in this specific case it gives a clearer picture than the absolute values of FDI
inflows when making comparisons between several countries since bigger countries generally have a
greater FDI inflow; at the same time smaller economies exist with less FDI inflows but are more
dependent and influenced by their presence.

3) Ratio of FDI inflow to gross capital formation in the respective country: it gives an idea of
to what degree the presence of FDI affects the creation and accumulation of fixed capital. It is also an
important indicator, as “the expenditures for accumulating fixed capital are inherently investment. The
products and services derived from them are not consumed immediately. They are a source of
consumer benefits in the future” [2].

Without claiming to be exhaustive we believe that by providing statistical data for the respective
measurements, additional empirical data (presented in the second part) and their analysis, this paper
offers a clearer picture of the FDI presence and importance for Bulgaria’s economy.

II. Analysis of the degree of involvement of Bulgaria’s economy with foreign direct investments

In order to give a clearer idea of the importance of FDI for Bulgaria’s economy, in this part of
the paper we present and analyze statistical data for a period of ten years in the form of a comparative
analysis by means of the indicators, described in the first part. The comparative analysis is to be
accomplished by applying data for:

e Bulgaria as a major target entity in this study, and also as a relatively small economy of a
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country, member of the EU;

e Ukraine in its capacity of a larger state/economy than Bulgaria is and at the same time is not a
member of the EU and

e Average values for the EU according to the corresponding indicators.

Let us study the information for the respective countries and the period reported, applied in
tables 2, 3 and 4:

Table 2
Ratio of FDI inflow to the GDP for the period 2003 - 2011
Year 2003 2004 2005 2006 2007 2008 2009 2010 2011
Bulgaria 10.1 13.4 13.6 23.5 294 19.0 7.0 34 3.5
Ukraine 2.8 2.6 9.1 5.2 6.9 6.1 4.1 4.7 4.4
EU average 4.8 4.1 53 9.2 5.1 5.5 5.0 3.6 4.1

Source: UnctadSTAT

What can be seen from the data in table 2 corresponds to the absolute values of the incoming
FDI in Bulgaria (table 1) — over the years the percentage of FDI increases in relation to GDP except
for a few years (after 2008). This can be explained by the occurrence of the financial crisis that later
developed into a global economic crisis. However, it can be seen that the growth in values gradually
began to retrieve in 2011. There is a similar tendency in Ukraine as well as in the average values for
the EU — a drop after 2008, followed by a gradual retrieval of the increasing trend after 2010.

In order to be accurate when presenting these values we should add that the trend of upward
ratio does not result from a drop in GDP in the countries reported, on the contrary - the overall trend is
oriented to an increase in the values of GDP in Bulgaria as well as in Ukraine [3].

Table 3
FDI inflow per capita for the period 2003-2011 (in USD)
Year 2003 2004 2005 2006 2007 2008 2009 2010 2011
Bulgaria 266 436 507 1015 1622 1298 449 214 250
Ukraine 30 36 166 120 214 237 105 143 159
EU average 1078 872 1268 3735 -146 2 196 2 720 1528 2 280

Source: UnctadSTAT

The data in table 3 show something that is interesting to be observed and confirms the
statement, mentioned in part one, that the indicator FDI per capita gives a better idea of their
importance for a particular economy than the absolute values. As it can be seen, the values in the table
are higher for Bulgaria than for Ukraine for each year of the reported period, despite the fact that the
absolute values of the incoming FDI in Ukraine for 2005, 2008, 2009, 2010, and 2011 are higher than
those for Bulgaria [3]. This indicates a larger dependency of the Bulgarian economy on foreign
investments. At the same time, looking at the average values for the EU, it can be seen that 2007 is an
exception; according to this indicator Bulgaria falls behind which suggests a more purposeful policy
and actions on behalf of the country in this direction.

Table 4
Ratio of FDI inflow to gross capital formation for the period 2002-2010
Year 2002 2003 2004 2005 2006 2007 2008 2009 2010
Bulgaria 31.6 53.2 66.0 52.7 85.1 102.6 56.6 24.1 14.3
Ukraine 8.5 13.8 11.7 41.2 21.1 25.1 22.9 22.3 24.7
EU average 12.2 24.4 22.7 19.0 23.8 42.1 19.8 23.4 26.8

Source: UnctadSTAT

The direction of the trend of the data reported in this table does not differ from the previous
tables. The difference is even in the larger figures that show the ratio between the incoming FDI and
the gross capital formation in the country. For some of the reported years they exceed those for
Ukraine and the average values for the EU many times.

From the data presented in the previous four tables we can conclude that the trend is oriented to
increasing of the influence and the importance of FDI for Bulgaria’s economy.

A key moment is the country’s accession to the EU in 2007 which on the one hand should affect
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positively the attraction of foreign capitals to it but on the other hand - a year later the global economic
crisis occurred, followed by a debt crisis in the EU which led to a recession in most of the Member
States. These events had a negative effect, hindered to a large extent the effect of the country’s actions
to attract FDI, and led to decreases which can be studied in the statistical data. However, the country’s
policy in this direction retains its character and aims at attracting foreign investors with the low tax
rate, stable financial system and qualified, low-paid workforce.

The high rates of corruption, the low transparency of transactions of various kinds as well as the
small local market with predominantly insolvent population are still problematic.

The following table presents data of how the incoming FDI are allocated among industries in
2012, which gives an idea of the effects they have on the country’s economy.

Table 5
Share of FDI inflow in Bulgaria by branches of industry for 2012 in percentage

Transport, storage, and communications 27.04%
Mechanical transport services, personal belongings, household goods 20%
Production and distribution of energy (electric, thermal, gas) 24.8%
Construction 9%
Extractive industry 1.4%

Fishing industry and agriculture 0.9%

Others 17.26%

Source: Bulgarian National Bank

The data presented in table 5 show that the basic part of the incoming FDI in Bulgaria for 2012
is focused on the services sector and infrastructure. A considerable part is directed to the energy sector
which by nature is a service sector. The extractive industry has attracted only 1.4% of the FDI in the
country and fishing industry along with agriculture do not reach even 1% of them. The absolute value
for 2012 according to data of the Bulgarian National Bank is approximately 1.819 billion USD.

What the statistics shows is in line with the country’s policy over the last few years which is
directed principally to the construction of a better transport and communication infrastructure and
development of the services sector (mainly the tourist services). As far as this can be justified by the
fact that the tourist sector in our country is really of key importance and generates over 15% of the
GDP, the fact that the manufacturing sector both in agriculture and in industry falls behind should not
be underestimated. On the contrary, country’s policy should be oriented to attracting of foreign
investors mostly in these branches, as they are connected with the so called ‘working investments’ -
investments with long-term commitment, subsequent production of commodity parts or finished
goods, opportunity to gain experience, patent rights, know-how, etc.

Conclusion. In conclusion, as a result of the discussed issues, the presented arguments and the
empirical data applied in this paper, the following inferences can be made:

— Foreign direct investments undoubtedly are and will continue to be of decisive importance
for Bulgaria’s economy as can be seen from the statistical data. This leads to the necessity of directing
additional efforts to study them as well as determine and implement the national policy in relation to
them.

— Despite the decreases during some of the reported years the overall trend is oriented to an
increase in the inflows and stocks of FDI in the country. The expectations for the future are that the
gradually increasing trend in the values will continue.

— As a Member State of the EU and at the same time a small economy, Bulgaria is dependent
on and strongly influenced by the events in the union. In addition to the individual interests of the
country, the national policy regarding FDI should be conformable to what is happening at a
supranational level.

— The policy to attract FDI in Bulgaria should be focused on attracting more ‘working
investments’. For this purpose a lot of work must be done at a national level to increase the country’s
attractiveness as a destination for the implementation of foreign direct projects. At the same time,
however, the future results will be strongly dependent on the interests of the other countries as well as
on the macroeconomic trends within the EU and the world as a whole.
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