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Abstract: In the paper, the results are presented from a
research of the competitiveness in the regions in Bulgaria. The
influence of the world financial and economic crisis is evaluated
by changes of the rank and the score of the index of
competitiveness of the regions before and after the beginning of
the crisis. The topic is a change of the general competitiveness
that is calculated by latest data published by the National
Statistical Institute. The index of the competitiveness for the last
year is compared with results from previous studies. At the end
of the article, conclusions and recommendations are made to
confine negative effects and quickly recover the regions.
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I. INTRODUCTION

The last major financial crisis started in 2007 in the USA
and quickly spread all over the world. The problems with
mortgages in the beginning turned into a financial crisis. Many
banks, insurance companies and firms in the USA and Europe
have suffered severe losses in the stock markets. This affected
the economic activities. The influence of the crisis in Bulgaria
is indirect [6], [7], [11], [12], [13], [17], [20] .The final result
is a drop of the foreign direct investments in Bulgaria, an
increase in the deficit, a decline in the Gross Domestic Product
(GDP), etc. This is confirmed by the macroeconomic
indicators that are presented in Table 1.

TABLE 1
THE MAIN MACROECONOMIC INDICATORS
Indicators 2006 | 2007 |2008 |2009 |2010
Gross domestic product (million 51783 | 60185 | 69295 | 68322 | 70474

BGN)

Gross domestic product (annual

real growth rate, %) 6.5 64 62 | -55 1 02

Unemployment (%) 9.1 6.9 6.3 9.1 9.2
Deficit(-)/surplus(+) (% of GDP) 1.9 11 17 4.7 | -3.2
Net foreign assets (million BGN) | 18634 | 19130 | 13944 | 14711 | 17086

Base interest rate (%) 2.7 39 51 24 0.2

Net external debt (% of GDP) 247 | 39.0 | 55.1 | 55.6 | 494

Source: Bulgarian National Bank, available at: http://www.bnb.bg/Statistics/
StMacroeconomiclndicators/index.htm. [accessed on August 29, 2011].

The aim of the paper is to research the influence of the
economic crisis on the competitiveness of the regions called
“districts”  according to the national legislation.
Competitiveness is particularly important both at company and
regional level [4], [8], [9], [10]. The objects of the study are
districts classified as level NUTS 3 according to the EU

legislation [5]. The main tasks are the following: calculation
of the index of competitiveness by using the tested
methodology from the previous research; comparison with the
results from the past studies; classification of the districts by
the ability to surmount difficulties.

The scientific thesis is that districts with a high level of the
quality of employed persons and with no tendency for a
decrease in expenditure on acquisition of tangible fixed assets
and expenditure in research and development activities are
more competitive, and the economic crisis has less effect on
them.

The districts, which correspond to the NUTS 3 level, are
called “oblast” in Bulgaria. These districts are administrative
territorial units for the conduct of regional policy, the
implementation of state management on the local level and for
ensuring compliance between national and local interests [1].
It consists of one or more neighboring municipalities. A
district’s governor appointed by the Council of Ministers
carries out the governance process. The district’s governor
shall ensure the implementation of state policy, the protection
of national interests, law and public order and exercise
administrative control. Its work is supported by the district
administration. The districts do not have their own budget.
This is the smallest territorial unit for which the National
Statistics Institute (NSI) publishes sufficiently reliable
information. The territorial location of the districts in Bulgaria
is presented in Fig. 1.

Fig. 1. Map of districts according to the NUTS 3 level

The used methodology is presented in the previous article
[2], [3]. The similar methodology is proposed to be used for
evaluation of the competitiveness at a company level [19]. In
brief, according to the methodology, which is used in this
research, the index of the competitiveness is a distance from
each district, as a point of N-dimensional space with
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coordinates, which are defined by the values of indicators for
the studied district, to the hypothetical district, whose
coordinates are defined by the best values of the used
indicators for all districts. The index is calculated on the basis
of 10 indicators published at the website of the NSI in the
section for regional statistical data. The indicators concern:

Firstly, the market size, as measured by indicators of
population density, natural increase and turnover per capita;

Secondly, the quantity and quality of labour resources,
respectively, measured by the rate of employed persons, the
share of working-age population with a higher education and
the share of population using the Internet;

Thirdly, the competitiveness of the economy, determined by
the expenditure on acquisition of tangible fixed assets, foreign
direct investment, productivity and gross domestic expenditure
on research and development activities per person engaged in
research and development.

The indicators are selected according to the level of
significance for regional economy. Some of them are very
sensible to changes in the economic situation, for example the
expenditure on acquisition of tangible fixed assets, foreign
direct investment, etc.

For the interpretation of results, the following aspects must
be considered: the lowest score, which means the highest
competitiveness (the distance from the district to the
hypothetical “the best” district decreases) and a positive
change in the score (with a symbol “+”), which means a
decrease in the competitiveness (the score in the current year
is higher than in the base year, the distance increases).

I1.RESULTS AND COMMENTS

Table 2 shows the results of the Index of Competitiveness
calculated for the districts in Bulgaria according to the data for
2009. It was the last data that NSI published at the website at
the end of August 2011. The first 10 places are occupied by
districts, including the largest cities in Bulgaria (over 100 000
population) and the capital. The exceptions are two types of
regions. The first one includes medium-sized cities such as
Gabrovo, Haskovo and Veliko Tarnovo, which have a high
level of competitiveness and take up respectively the 7", 8"
and 10" places. The second type comprises the largest city —
Pleven (14" place) and three medium-sized cities in top 10 by
population — Sliven (18™), Dobrich (21* place) and Shumen
(13™) that have a moderate and low level of competitiveness.
According to competitiveness rating, the first 10 districts are
the developed regions, which are very attractive for foreign
and local investments, with higher educated human resources
that frequently use the Internet, as well as headquarters of big
companies with potential for research and development
activities, etc. The regions at the bottom of the table are
border, rural or depressed regions, they have difficulty
focusing attention of investors, and the productivity and the
turnover per capita are low. Moreover, due to economic,
ethnic or both reasons there is a high level of uneducated or
less educated people, who use the Internet rarely..
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TABLE 2
THE INDEX OF COMPETITIVENESS OF DISTRICTS IN BULGARIA FOR 2009
Districts 2009

No Name Code Score Rank
1 Sofia (Capital) SOF 1 3.55
2 Varna VAR 2 10.85
3 Burgas BGS 3 11.66
4 Plovdiv PDV 4 11.69
5 Stara Zagora SZR 5 11.96
6 Ruse RSE 6 12.15
7 Gabrovo GAB 7 12.61
8 Haskovo HKV 8 12.80
9 Sofia SFO 9 12.86
10 Veliko Tarnovo VTR 10 12.92
11 Lovech LoV 11 13.03
12 Yambol JAM 12 13.06
13 Shumen SHU 13 13.08
14 Pleven PVN 14 13.11
15 Blagoevgrad BLG 15 13.11
16 Pernik PER 16 13.21
17 Smolyan SML 17 13.24
18 Sliven SLV 18 13.26
19 Pazardzik PAZ 19 13.30
20 Vratsa VRC 20 13.35
21 Dobrish DOB 21 13.36
22 Kyustendil KNL 22 13.55
23 Targovishte TGV 23 13.59
24 Montana MON 24 13.88
25 Razgrad RAZ 25 13.89
26 Silistra SLS 26 14.33
27 Vidin VID 27 14.39
28 Kardzhali KRZ 28 14.57

The dynamics of competitiveness for the period 2006—2009
is shown in Table 3. The results for 2006, 2007 and 2008 are
calculated and presented in the previous studies [2], [3]. They
are revised because some of the used data at the moment of
evaluation is unavailable or preliminary.

The main tendencies, which are observed, are the following:

First, during the whole period there were no changes in
ranks of the first two places (Sofia, Varna, Burgas). Also the
regions, taking the places from the 3™ to 9", did not have
substantial changes. Unfortunately, during the whole period
there were no changes for the last places. The ranks of
Targovishte, Montana, Razgrad, Silistra and Vidin were stable
from the 23 to 28™. There were significant variations of
ranks, more than 3 places, in all years. For example, in 2009
the place of Yambol was changed from the 21% to 12" and
Lovech — from the 18" to 11™ place, but the place of
Pazardzhik was changed from the 13" to 19" place. In 2008,
the regions with substantial changes were Blagoevgrad (10
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places up), Smolyan (8 places up), Yambol and Vratsa
(8 places down), and Lovech (6 places down).

Second, the large fluctuation of districts from 10" to 20"
places shows a strong relation of the competitiveness and
chosen indicators. The trends observed in the previous studies
concerning a correlation between the final results and used
indicators remained the same [2], [3]. The most important
indicators are the following: turnover per capita; expenditure
on acquisition of tangible fixed assets; foreign direct
investment in non-financial enterprises, population density per
sg. km and share of population aged between 25 and 64 with a
higher education degree. This means the efforts and the
attention should be directed to improve these indicators. The
less significant indicator is a natural population increase. The
decline of the significance of such an indicator as productivity
shows a tendency to decreasing the differences between
districts.

Third, the gap in the score fluctuated from 10.84 in 2006 to
11.03 in 2009 during the whole period that indicated a
widening gap between “rich” and “poor” districts and could be
used for another alternative way for assessment of the
influence of the economic crisis over the competitiveness of
the districts. In 2009, negative changes of the scores were
observed in 10 districts. In 2008, these changes concerned 12
districts, in 2007 — 19 districts and in 2006 — no one district,
which means deterioration of the competitiveness for these
districts. The positive aspect of these results is the decrease in
the number of districts. The average variation by absolute
meaning of the change of a score in the current year compared
to previous is 0.24 in 2009, 0.23 in 2008 and 0.20 in 2007 and
2006. The standard deviation is respectively: 0.28 in 2009,
0.26 in 2008 and 0.21 in 2007 and 2006.

TABLE 3
THE INDEX OF COMPETITIVENESS OF DISTRICTS IN BULGARIA FOR 2006-2009

No ;gfreic?; 2009 zgoga}gggs 2008 2(?0%6}2387 2007 zgohﬁgggs 2008 zgoh;gg(e)s
Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score | Rank | Score
1| SOF 1 3.55 = -0.36 1 3.19 = 0.05 1 3.24 = 0.23 1 3.47 = -0.07
2 | VAR 2 10.85 = -0.16 2 10.69 = -0.26 2 10.43 = 0.12 2 10.55 = -0.18
3| BGS 3 1166 | Al 0.08 4 11.75| V1 | -0.27 3 11.48 = -0.26 3 11.21 = -0.71
4| PDV 4 1169 | V1 | -0.06 3 1164 | Al 0.00 4 11.63 = -0.15 4 11.49 = -0.46
5| SZR 5 11.96 = -0.02 5 11.94 = -0.22 5 11.72 = 0.15 5 1187 | Al -0.30
6 | RSE 6 1215 | Al 0.04 7 1220 | Al 0.16 8 1236 | V¥v1 | -0.16 7 12.20 = -0.48
7| GAB 7 12.61 | A3 | -0.09 10 | 1252 | V¥v3 |-0.22 7 1230 | A1 | -0.08 8 12.22 = -0.22
8 | HKV 8 1280 | A1 |-0.38 9 1242 | Al 0.28 10 | 12.70 = 0.19 10 | 12.89 = -0.73
9 | SFO 9 1286 | ¥3 | -0.70 12.16 = -0.11 6 12.05 = -0.13 6 1192 V1 -0.52
10| VTR 10 | 1292 | Vv2 | -0.53 8 1239 | Al 0.16 9 1255 | A4 | 047 13 | 13.02| V4 -0.86
11| LOV 11 13.03| A7 | 0.21 18 | 1324 | Vo6 | -0.46 12 | 1278 | V¥3 | 0.06 9 1284 | A8 -0.18
12 | JAM 12 | 13.06 | A9 | 0.35 21 | 1342 | V¥v8 |-053| 13 |1289| A3 | 031 16 [13.20| V1 -0.61
13 | SHU 13 | 13.08| A2 | 0.06 15 | 1313 | V¥4 | -0.39 11 [ 1274 A3 | 031 14 [1305| V3 -0.72
14 | PVN 14 | 1311 | A2 | 0.08 16 | 1319 | A1l | -0.06 17 [ 13.13| V6 | -0.22 11 [ 1291 | Al -0.55
15 | BLG 15 | 1311 | Vv4 | -0.30 11 | 1281 | A10 | 0.48 21 | 1330 | ¥v3 | 0.02 18 [1331| V5 -0.83
16 | PER 16 |1321| Vv2 |-0.12 14 |13.09| A1l |-0.09 15 [13.00| A4 | 041 19 [1340| V5 -0.83
17 | SML 17 | 1324 | V¥v5 | -033| 12 |1291| A8 | 0.38 20 | 1329 | A2 | 0.20 22 | 13.49 = -0.57
18 | SLV 18 | 1326 | Al 0.08 19 |1335| ¥v3 |-031 16 |[13.03| Al 0.19 17 [ 1322 | Al -0.49
19 | PAZ 19 13.30 | V¥6 | -0.39 13 | 1292 | A5 | 0.24 18 | 13.15| A3 | 0.32 21 | 13.47 = -0.57
20 | VRC 20 |1335| A2 | 0.14 22 1348 | V¥v8 | -0.54 14 1294 | Al 0.13 15 | 13.08 | A5 -0.20
21| DOB 21 13.36 | ¥4 | -0.14 17 1322 | A2 | 0.03 19 |1325| v7 | -0.27 12 | 1298 | A4 -0.34
22 | KNL 22 1355 | Vv2 [-0.18 20 | 1337 | A3 | 0.08 23 | 1345| V¥v3 | -0.03 20 | 1342 | A3 -0.47
23| TGV 23 | 1359 | Al 0.06 24 | 1364 | V2 |-0.30 22 | 1334 | A2 | 035 24 11369 | V5 -0.86
24 | MON 24 | 1383 | A1l |-0.19 25 1369 | V1 |-0.14 24 | 1355 | VI 0.09 23 1364 | A2 -0.37
25| RAZ 25 | 1389 | A2 | 0.38 27 1427 | Al 0.05 28 |1432| V¥v3 | -0.15 25 | 1417 | Al -0.89
26 | SLS 26 |1433| V¥v3 |-073| 23 |1361| A2 | 0.28 25 | 1389 | Al | 031 26 | 1420 Vv2 | -1.25
27| VID 27 1439 | Al 0.00 28 |1439| Vv1 |-0.12 27 | 1427 | Al 0.22 28 | 14.49 = -0.60
28 | KRZ 28 | 1457 | Vv2 | -0.49 26 | 14.08 = 0.12 26 | 1420 | Al 0.11 27 | 14.32 = -1.03
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The most important reasons for these results are the

following:

- The leadership of the capital in the Bulgarian economy.
During the whole period, from 2006 to 2007, the best
values of the indicators (except natural increase in
population and productivity) are achieved in Sofia.

- The concentration of the foreign direct investment in
small part of the districts. Less than 1% of the total
foreign direct investment was allocated to 9 districts in
2009. In 2008 the number of districts remained the same,
but in 2007 there were 10 districts. Five districts attracted
82% of the total foreign direct investment in 2009, and
83% in 2008 and 2007.

- The low level of the expenditure on acquisition of
tangible fixed assets. During the period, the average
share of the first districts was 72%. 17 — 18 districts have
on average 1% or less than 1% of the total expenditure on
acquisition of tangible fixed assets per year.

- The low level of the gross domestic expenditure on
research and development activities per person engaged
in research and development activities. The expenditures
are concentrated in a few districts, usually in larger cities.
In 15 districts in 2009 the companies did not report for
such kind of expenditures or their amount was
insignificant. In 2008 these districts were 13, in 2007 —
12 and in 2006 — 15.

To decrease imbalances between districts and increase
their competitiveness, an active regional policy should be
focused on:

- encouraging the foreign direct investment in districts
with a low competitiveness. The role of the government
in this case is to create optimum conditions for
entrepreneurship by building and improving the
infrastructure, tax relief for buying a new and heavy-duty
tangible fixed asset, adopting new technologies, etc.

- improving the effectiveness and efficiency of applying
the EU funds. One possible approach is to use the EU
funds for the projects in ‘poor’ districts, and the projects
in the developed districts are to be funded by public-
private partnerships. This, on the one hand, will release
financial resources. On the other hand, it will affect the
situation at the local level and the business climate.

- stimulating research and inventions. The flexible tax
policy in the field of amortisation for districts with a low
competitiveness will devote attention to new investors
and entrepreneurs. Another government instrument is the
grants for training and educating the human resources
and the wunemployed, for joint elaboration with
universities and research institutes, etc.

- increasing the competitiveness of companies. The effort
to develop an integrated system for continuous
improvement in the business organisation is one of
possible methods under conditions of economic and
financial crisis [18]. The competitiveness of private and
public sectors influences the competitiveness of the
districts by evaluating productivity, ability to encourage
investors and entrepreneurs, quality and quantity of the
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human resources, etc. [14], [15], [16], [21]. The increase
of this competitiveness is a way to decrease imbalance in
the development of the districts.

I1l. CONCLUSIONS

The results of the research have shown a different level of
influence of the crisis on the competitiveness of the districts.
The observed tendency of decrease of the competitiveness at
the beginning of crisis remains. The difference in the index of
competitiveness between the developed and the less developed
districts increased. The scientific thesis — districts with a high
level of the quality of employed persons and with no tendency
for a decrease in expenditure on acquisition of tangible fixed
assets and expenditure in research and development activities
are more competitive, and the economic crisis has less effect
on them — is confirmed. The measures of the regional policy
should be oriented to human resources, research and
development activities, company competitiveness and
effectiveness and efficiency of the use of public and private
funds.
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lvailo Ivanov. Regionu konkurétspéja Bulgarija ekonomiskas krizes laika

Raksta meérkis ir izpétit ekonomiskas krizes ietekmi uz novadu konkurétsp&ju. Pétijuma objekti ir novadi, kas klasificéti ar NUTS 3 limeni atbilstosi ES
likumdosanai. Galvenie raksta uzdevumi ir aprékinat konkurétsp&jas indeksu, izmanotojot iepriek$€jos pétijumos parbauditu metodolgiju, salidzinat iegutas
indeksu vértibas ar agrakiem pétjjumiem un novadu klasifikacija péc to spgjas parvarét griitibas. Balstoties uz izmantoto metodologiju, konkurétsp&jas indekss ir
attalums no katra novada ka n-dimensionalas telpas punkta ar koordinatém, kas definétas ar pétama novada raditaju vertibam, lidz teorétiskam novadam, kura
koordinates ir definétas ka labakas izmantoto raditaju vertibas no visiem novadiem. Indekss tiek aprékinats, izmanotojot 10 raditajus, kas publicéti Nacionala
statistikas institita majaslapa regionalo statistikas datu nodala. Novada konkurétsp&jas indeksu vértibas 4 gadu laika - 2006., 2007., 2008. un 2009. gada - ir
att€lotas divas tabulas. Zinatniska t€ze, ka novadi ar augstu nodarbinato personu kvalitati un tendenci nesamazinat izdevumus fikséto aktivu iegadei un terinus
izpétei un attistibai, ir konkurétsp&jigaki un, ka ekonomiskas krizes ietekme uz tiem ir mazaka, tika apstiprinata. Lai samazinatu krizes efektus, piedavatie méri ir
regionalas politikas orientéSana uz cilvéku resursiem, izp&tes un attistibas aktivitateém, uzpémumu konkurétsp&ju un efektivitati, ka ari publisko un privato fondu
izmantoSanas efektivitati.

HeBaiino UBanoB. KoHKypeHTOCNOCOGHOCTL peruoHoB boJirapuu Bo BpeMsi 3KOHOMHYECKOI0 KpU3Hca

Ilens ctaThy — UCCIENOBATH BIMSHHE YKOHOMIYECKOTO KPU3HCa Ha KOHKYPEHTOCIIOCOOHOCTh pernoHoB (o0macteii). OOBbEKT nccieoBaHus — 00JIacTH, KOTOpPBIE
knaccuduimpoBansl cornacHo 3akoHoarensctBy EC NUTS 3 yposHio. [1aBHbIe 3a/1a4 CTaTbU — PACCYUTATh MHJIEKC KOHKYPEHTOCIOCOOHOCTH, UCIIONb3YS B
HPEABIAYIIMX UCCIEI0BAHHUAX MIPOBEPEHHYIO METOMONOTHIO, CPABHUTD ITOTy4CHHbIC BEIHYMHBI MHIEKCOB C MPEABILYIIMMU UCCIEN0BAHUIMHU, KnaccuduKarms
obracTeil o UX CIOCOOHOCTH MPEOAONETh TPy AHOCTH. COTIacHO IaHHOM METOAOIOTHH, HHAEKC KOHKYPEHTOCIIOCOOHOCTH, 3TO PACCTOSIHUE OT KaXkJ0i 00JI1acTH,
KaK TOYKOH H-IMMEHCHOHAJIBHOTO IMPOCTPAHCTBA C KOOPIMHATAMH, KOTOPBIE OIPEIENCHBl BEIMYMHAMHU ITOKa3arenell JaHHOW 00JacTH, DO TEOpETHYECKOU
00acTu, KOOpJMHATBI KOTOPOH OIpe/eNieHbl Kak CcaMmble Jy4llue U3 BceX oOyacreid. MHpaexc paccuuThiBaioT, ucnoib3ys 10 mokasareneld, KOTOpbIE
OITyOJIMKOBaHBI Ha caiite HanmoHambHOTO HHCTHTYTa CTATUCTHKHU. MIHIEKCH KOHKypeHTocIocoOHOCTH obnacTeil 3a 4 roga (2006 -2009 r.) mpuBeneHs! B ABYX
Tabmmnax. HaydHslil Te3nc — 001acTy ¢ BEICOKIM yPOBHEM KadecTBa pabOTOCIIOCOOHOrO HACeNeHNUs M TEHICHINeH He YMEHbIIATh H3ePXKKU Ha IPHOOpEeTeHHe
(hUKCHPOBAaHHBIX akTHBOB, R&D, KOHKYypPEHTOCIOCOOHEE M MEHEe YyBCTBUTEIBHBI K BIHSHHIO SKOHOMUYECKOrO KpH3Hca, MoATBepamics. UToObl yMEHBIINTH
HEraTHBHbIH 3((HEKT >KOHOMHYECKOro KpH3KCa, aBTOp MpearaeT OPHEHTHPOBATH PETHOHAIBHYIO MOJMTHKY Ha 4eloBedeckuit pecypc, R&D,
KOHKYPEHTOCIIOCOOHOCTH M 3()()eKTHBHOCTH IIPEANIPHATHIA, a Taroke Ha 3 (QeKTHBHOE UCIIONB30BaHNE ITyOINIHEIX M YaCTHBIX (DOHIOB.
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