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 Presented are the results from a conducted survey for analysis and 
assessment of the direct effects from foreign direct investments (FDI) in 
the Bulgarian automobile parts production industry. The methodology 
used is based on data basis from annual financial reports of the companies 
devided by their Bulgarian/foreign ownership status. The transnational 
corporations’ (TNC) affiliates in the sector generate strong positive 
effects through increased technological capacity, generated employment, 
revenues and profit, as well as expenditures for wages. At the same time 
is observed increase in the technological gap between the companies with 
foreign and Bulgarian ownership. Surprising are the decreasing 
differences and unification of the average salary, low levels of corporate 
investment in R&D and passive position towards environmental 
protection. 
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Introduction 

With the increasing globalization process, foreign direct investment (FDI) is a 

key driving force for the world economic growth and development. Governments 

understand FDI attraction as their main priority and measure for success. An 

increasingly important role in this process falls on the developing economies, which 

for year 2017, generate inward investment flows of $717 billion or 50.18% from the 

attracted foreign investments according to UNCTAD data (2018).  
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Leading aside the clear financial aspects, foreign investors transfer their best 

practices, as well as management, organizational and technological knowledge. 

Globally, the foreign owned companies provide significant impact towards labor 

productivity. For 2016, they generate employment of 2.53%, producing 11.1% of the 

gross domestic product and 33.33% of world export, according to UNCTAD data 

(2017, p. 26). The foreign direct investment process creates multiple direct effects for 

the host economies through the generated jobs, higher wages, tax revenues, exports, 

technology transfer, capital, etc. 

When taking the decision for a foreign investment, investors often chase their 

own corporate interests, which often do not coincide with the interests of host 

economies. The policies of many countries to attract and stimulate foreign 

investments should be in accordance with their national goals and priorities. That is 

why it’s imperative to determine their influence on the host economies. On this basis, 

an adequate and appropriate economic policy can be developed, which aims to 

integrate the interests of the foreign investor with the national interests, in order to 

multiply the positive effects and to limit the negative ones. 

The research goal is to determine the impact of foreign owned companies in the 

automobile parts production industry in Bulgaria and the resulting direct effects on 

micro level.  

Despite the increasing importance of FDI imports and the production of 

automotive components in Bulgaria, there is no data for the contribution of foreign 

owned companies in the statistical databases elaborated by the Bulgarian National 

Statistical Institute (NSI) or Bulgarian National Bank (BNB). Taking into account the 

possible data that can be derived from financial reports, statistical databases, 

questionnaires among the companies’ representatives, is made an attempt to assessall 

of the significant direct effects on micro level for the foreign owned companies in the 

automobile parts production industry.Having in mind the existing surveys, there is no 

other study assessing all aspects of the overall direct effect on micro or macro level.  

1. Theoretical aspects of the direct effects from FDI 

Direct effects towards the host economy occur initially with the transfer of the 

inward investment and over time through the operational activity of the foreign 

owned companies. The effects derive from the combination of financial capital, 

production technologies, R&D, management, organizational and marketing practices, 

skills and entrepreneurship. The role of transnational corporations and foreign direct 

investment is usually assessed by linking them to the direct influence provided 

through generated level of employment, tax revenues, realized exports, wages, new 
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technologies. There is an overwhelming view that the increase of those indicators 

results to an economic growth in the host country. 

Weakness in the existing theories, according to Blomström and Persson (1983) 

and Blomstrom, Kokko and Zeean (2000), is the partial inclusion of the possible 

channels for direct influence from foreign direct investment. Numerous other sources, 

such as Dunning (2008), Forte (2013) and UNCTAD (1999), consider the influence 

of FDI over the host economy more generally, including in their classifications both 

direct and indirect (spillover) effects. 

Balance of 

payments
Environment Taxes and fees

Gross domestic 

product and 

income

Social aspects

Direct effects on national level

Scientific-

Technological base

Financial and 

resultant parameters
Staff Local supplies

Environment 

protection
Technologies

Direct effects on level enterprise and production departments

Direct effects on regional level

 

Source: Author’s own research. 

Fig. 1. Direct effects from FDI according to their level of manifestation 

 

In the process of reviewing the above-cited classifications are observed 

significant differences in scope and focus, defining the direct effects from foreign 

direct investment. Due to the more general approach adopted by the authors, for the 

aims of our research it is necessary that the opinions of the respective authors should 

be significantly refined. Therefore is considered appropriate to define the direct 

effects according to their level of manifestation (see Figure 1) - on national (macro) 

level and level enterprise and distinct production departments. 

Some of the described direct effects have connected manifestation in both 

national and enterprise level. These similarities are due to the comparatively 

conditional division of macro and macro effects and imply a separate consideration 

for better understanding of the direct effects of foreign investment. Such a 

classification may incorporate an intermediary regional level of effects. Since the 
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focus is towards studying the effects at enterprise level, in table 1 the author presents 

the characteristics of the direct effects at micro level. 

Table 1 

Direct effects from FDI on micro level 

Type of effects 

on micro level 
Characteristics of the effect 

1.Technological 

parameters 

The direct effect towards the level of technology and technological 
capacity are determined by the role of TNCs as creators and 
distributors of new knowledge. Spending significant expenditures for 
research and development aims at creation of technological and 
innovation capacity, the results of which will be of benefit for the 
whole corporate group. 

1.1. Development of 

technology and 

innovation capacity 

In global aspect, transnational corporations play a fundamental role 
in the creation and implementation of innovations and technologies. 
98% of the 700 largest companiesspending expenditures for R&D 
are TNCs. They account for 69% of the research and development 
realized by the world business (Bretana, 2004). 

1.2.Technology 

transfer 

Apart from the creation of new technological capacity, the level of 
the used technologies is influenced through the transfer and 
adaptation of existigones. 

2. Staff 

2.1. Wages Numerous empirical studies have observed higher wages for the 
employed personnel in the foreign owned companies. The main 
reason comes from the higher productivity and therefore the possibil-
ity for increased wages compared to the local owned companies. 

2.2.Generated 

employment 

The effect towards the hired personnel depends to a large extent on 
the form of the investment. When builidng a new“greenfield” affili-
ate or a joint venture, new jobs are created due to increased produc-
tion capacities. When acquiring an existing enterprise (brownfield 
investment), the initial effect on employment is insignificant. 

2.3. Qualification and 

motivation of the staff 

Transnational corporations usually offer a wide range of own train-
ing programs for employees at all levels and mostly for the highly 
qualified staff. 

3. Local supplies When the host economy of the foreign investment does not offer 
intermediary products in the necessary ratio price per quality, the foreign 
owned companies replace the local supplies with imports. Such a 
scenario results to a negative influence due to the reduced orders and 
smaller local-content ratio in the final product. Conversely, with a well-
developed local economy, existing competition, state incentives and 
other factors, is observed an increase in local supplies and expansion of 
the host economy’s production capacity. 



M. N. Manev. Direct Effects from Foreign Direct Investments 
in the Bulgarian Automobile Parts Production Industry 

187 

4. Financial results and indicators 

4.1. Revenues and 

financial result  

The increased revenues and generated profits of the transnation cor-
porations’ affiliates can be deterimind as positive effect. 

4.2. Cost-efficiency, 

profitability and 

labour productivity 

Changes in the level of incurred expenditures might be influenced 
from a number of factors - sector specifics, investment and financial 
policies, input prices, depreciation methods and others. To assess the 
level of spending, the expenditures made have to be compared with 
the generated revenues and profits in order to calculate their cost-
efficiency and profitability. 

5. Protection of the 

environment 

Corporations' environmental protection policies often adapts them-
selves to the national laws of the host destinations. At low standards, 
corporations can get advantage by exporting older and cheaper tech-
nologies, correspondingly releasing more harmful substances. 

Source: Author’s own research. 

 

Classification of micro and macro level effects may also include an intermediate 

regional level of effect manifestation. The regional aspects include to some extent the 

other two groups and may be ignored for the purposes of the study. 

2. Methodological basis for analysis and assessment 

of the direct effects from foreign direct investments  

The inflow of foreign direct investment and the subsequent operation of the 

foreign owned companies lead to significant direct effects, which might vary in 

intensity and direction. The most common measures in media and public are the 

amount of initial investment, new jobs, increased exports and better wages. 

The common feature in the existing empirical research is the private focus towards 

a particular aspect of the direct impact of foreign investments. As example can be 

pointed the following surveys focusing on: labor productivity (Girma, Gong and Gorg, 

2014), employment (Vintla and Popescu, 2012), wages (Ge, 2006) (2008), tax revenues 

(Mahmoud and Chaudari, 2013), technology transfer (UNCTAD, 2011), integrated 

environmental management systems (Zeng and Eastin, 2012), environmental pollution 

(Hitam and Borhan, 2012) or covering several aspects (Kolev, 2012), (Mladenova, 

Dimitrova and Kolev, 2005). The authors avoid an approach to assessing all known-by-

theory direct effects and prefer to concentrate on a specific part of them. Most 

researches are focused on macro level indicators and most commonly the research 

object is on level region, country or level of countries. As the focus of this study is to 

find out the effects realized at enterprise level, the methodology is based on the outlined 

classification, suggesting an assessment of the direct effects of micro level. 
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The direct impact of foreign investment involves a combination of positive and 

negative aspects that arise from a vast variety of factors. Due to the multifarious nature 

of the studied parameters, the respective methodology for assessment and analisys 

should be conformed to the available data or, more precisely, to the researchers' data 

limitations. Therefore, building up on the presented extensive classification on micro 

level, existing empirical studies on the subject, available data that can be derived from 

financial reports, statistical data bases, questionanires with companies’ representatives, 

presented extensive classification of micro levels, the existing empirical studies on the 

subject, the possible data that can be derived from financial statements, statistical bases 

data, inquiries with business representatives, an attempt is made to evaluate all 

significant direct effects at micro level for foreign owned companies in the automobile 

parts production industry. Despite the available research, there is no study to assess all 

aspects of the overall direct effect on micro or macro level. 

To assess the indicators of direct effects from the activity of foreign owned 

companies the author created an own system of indexes on micro level, tailored to the 

specifics of the analyzed sector (table 2). The information provision is based on 

secondary data from the annual activity reports and financial reports of the analyzed 

enterprises, data bases from the Bulgarian National Statistical Institute and primary data 

from a questionnaire survey, conducted in the period 01.11.2015 - 15.02.2016. The 

selected scope of the study is the enterprises of sector C 29.3 “Production of automobile 

parts and accessories” according to NACE.BG-2008, which does not exhaust all 

existing manufacturers of automotive components and equipment in Bulgaria. There are 

also other companies with partially similar activities, which are formally reported to 

other groups and sectors according to NACE.BG - 2008 and are therefore not included 

in the research.Significant constraints in the methodology stem from the NSI practice 

for data disclosure, which data is aggregated for the sector C 29.3, i.e. no data is 

provided at individual enterprise level because of confidentiality reasons. 

Table 2 

Indicators and indexes for measuring the direct effects on micro level 

Indicators and indexes Values Data source 

1. Technologies   

1.1. Creation of technological and innovation capacity   

R&D expenditures  Absolute 
National 
Statistical 
Institute (NSI) 
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Expenditures for acquisition of long term assets, related to 
R&D 

Absolute 
National 
Statistical 
Institute (NSI) 

R&D expenditures for improval of industrial production and 
technologies  

Absolute 
National 
Statistical 
Institute (NSI) 

Share of companies performing R&D Relative Financial reports 

Carrying value of development activities product Absolute 
National 
Statistical 
Institute (NSI) 

1.2. Technology transfer   

Carrying value of concessions, patents, licenses, trade marks, 
software products and other similar rights and assets 

Absolute Financial reports 

Carrying value of machinery, production equipment, facilities 
and hardware 

Absolute Financial reports 

2. Staff   

2.1. Wages   

Expenditures for salaries Absolute Financial reports 

Expenditures for insurance Absolute Financial reports 

Average monthly wage Average Financial reports 

2.2. Generated employment   

Average number of staff Absolute Financial reports 

2.3. Staff’s qualification   

Expenditures for training Absolute Financial reports 

3. Level of local supplies   

Degree of local factor market supplies Relative Questionnaire 

4. Financial results and indicators   

4.1. Revenues and financial result   

Value of revenues from operating activity Absolute Financial reports 

Value of gross financial result Absolute Financial reports 

4.2. Cost-efficiency, profitability and labour productivity   

Labour productivity Average Financial reports 

Cost-efficiency from operating activity costs Relative Financial reports 

Gross profitability of revenues from operating activities Relative Financial reports 

5. Environmental protection   

R&D expenditures for environmental protection Absolute 
National 
Statistical 
Institute (NSI) 



Izvestiya 
2019  •  Volume 63  •  №3 

190 

Expendituresfor acquisition of tangible and intangible fixed 
assets with ecological use 

Absolute 
National 
Statistical 
Institute (NSI) 

Company share with implemented environmental 
management systems ISO 14001 or EMAS 

Relative Club 9000 

Expenditures for environmental protection and restoration Absolute 
National 
Statistical 
Institute (NSI) 

Ecology costs Absolute Financial reports 

Source: Author’s own research. 

 

Since the direct effects of FDI include indexes measured with different type of 

values, is necessary to be made some additional calculations for their comparison and 

assessment in order to identify the overall direct impact. On this basis, the following 

indicators for qualitative assessment of the generated direct effects are presented: 

1) Indicators for relative share in sector C 29.3:  

� Relative share of FDI direct effects 

2)Benchmark indicators in sector C 29.3: 

� Average index value 

3) Dynamic indicators of direct effects in sector C 29.3: 

� Relative growth rate over base period 

� Chain index for annual growth 

In order to be possible to compare indicators for qualitative assessment of the 

generated direct effects, is adopted an approach for their conversion into ratings. In 

this way, it is possible to calculate the levels of the relevant indicators (groups of 

direct effects) by comparing data with different value types. The principle of measur-

ing the direct effect, based on the above mentioned indicators and indexes, is present-

ed in Table 3 and includes the following specifics: 

• Identified are 3 degrees of positive effects (weak=1, strong=2 and exception-

al=3) and the corresponding reciprocal values for negative effects (weak=-1, strong=-

2 and exceptional=-3). Such an approach is taken in order to achieve sufficient objec-

tivity of the obtained results. Nevertheless, reporting a negative rating value of a di-

rect effect is a sufficient alert signal, no matter the degree. 

• A mark "insignificant direct effect" is added, which is equivalent to its lack 

for the specific indicator. 

• There is no negative value option for the relative share of FDI direct effects 

in the sector due to the inability to account negative influence. This indicator is 
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formed by data of absolute value and its presence, implies a positive direct effect. The 

lowest option provided is equivalent to their lack. 

• With the index of average values, negative qualitative marks of the direct ef-

fect are set in the case of predominance of the enterprises with Bulgarian ownership 

over foreign owned companies. 

• In the case of the relative growth rate over base period, negative qualitative 

values of the direct effect are resulting in the absence of a positive growth. Similar 

logic is applied with the Chain index for annual growth. 

• In order to evaluate the overall complex value for a given group of direct ef-

fects, are compared the obtained rating marks with equal weights. 

Table 3 

Conversion of indicators for qualitative assessment 

of the direct effects into rating marks 

Indicators for 

qualitative 

assessment of the 

direct effects 

Possible values and their conversion into rating marks 

Conversion in 
rating marks 

-3 -2 -1 0 1 2 3 

Degree of 

influence (direct 

effect) 

exception
al (-) 

strong (-) weak (-) 
Insignifi-
cant (0) 

weak (+) strong (+) 
exception
al (+) 

1. Relative share 
of FDI direct 
effects in sector C 
29.3 

N/A under 0.1 
between 
0.1 & 
0.4 

between 
0.4 & 0.7 

above 0.7 

2. Average index 
value BG/foreign 
owned 

under 0.5 
between 
0.5-0.7 

between 
0.7-1 

between 
1 & 1.1 

between 
1.1 & 
1.4 

between 
1.4 & 2 

above 2 

3.1. Relative 
growth rate over 
base period 

under 
0.45 

between 
0.45 & 
0.6 

between 
0.6 & 1 

between 
1 & 1.1 

between 
1.1 & 
1.6 

between 
1.6 & 2.2 

above 2.2 

3.2. Chain index 
for relative growth 
on annual base 

under 
-0.26 

between 
-0.26 & -
0.16 

between 
-0.16 & 0 

between 
0 & 0.05 

between 
0.05&0.

2 

between 
0.2 & 
0.35 

above 
0.35 

Source: Author’s own research. 
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3. Results of conducted empirical survey 

for the direct effects of foreign direct investments 

Even though since year 2008 net FDI inflows into the Bulgarian economy in 

general have decreased considerably, investment projects in the automotive 

components industry are steadily growing. This process is to a large extent influenced 

by the global economic crisis and the decreasing sales of the transnational automobile 

corporations. In this situation the constantly improving cost optimization is 

imperative, including actions like reallocation of production capacities for automotive 

components, as is the case with Bulgaria. Figure 2 presents data with the number of 

active enterprises in sector C 29.3 “Production of automobile parts and accessories” 

for the period from 2008 to 2014. The smooth increase in the number of foreign 

owned companies implies gradual increase of the direct effects of micro level. 

 

 

Data source: Bulgarian National Stitistical Institute. 

Fig. 2. Number of active companies in sector C 29.3 

for the period 2008-2014 

 

3.1. Direct effects towards the level of technologies 

3.1.1. Creation of technological and innovation capacity 

According to published annual reports and activity reports of the companies in 

sector C 29.3, 11.54% of the foreign owned enterprises and 10.64% of the locally 

owned companies declare that they perform research and development activities. 

These results are surprising in the light of the global TNC’practices, which imply 

greater investment in research activities. On the basis of the available information, the 
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qualitative assessment of the direct effect of FDI on creation of technological and 

innovation capacity tends to have an insignificant / positive weak effect. 

Information for the period of the research related to indexes R&D expenditures, 

Expenditures for acquisition of long term assets, related to R&D and R&D 

expenditures for improvement of industrial production and technologies were not 

provided by NSI due to confidentiality reasons. The excessively conservative rules of 

statistics and the traditional reluctance of the companies to share information makes 

the research of the impact on technological and innovation capacity very difficult to 

achieve. There is a growing public need for better information and transparency, 

which is also one of the principles of good corporate governance. 

3.1.2. Technology transfer 

The presented levels of intangible assets in sector C 29.3 represent an indirect 

indicator for the level of transferred intellectual property by TNCs headquarters (see 

Table 4). The qualitative assessment of the foreign owned companies’ direct effect 

tends to have a positive strong/exceptional effect. This is mainly due to their large 

relative share and significantly higher values of the average index FDI/BG. Foreign 

owned companies register more significant increase in absolute value of transferred 

intellectual property of more than 2.7 times over the period 2008-2014. 

Table 4 

Assessment of the direct effect of the intellectual property in sector С 29.3 

Absolute values and indexes 

for qualitative assessment 

Year 

2008 

Year 

2009 

Year 

2010 

Year 

2011 

Year 

2012 

Year 

2013 

Year 

2014 

TNCs affiliates (thousand 

leva) 
3799 4754 2522 3179 3260 9305 10378 

Local firms(thousand leva) 688 752 643 992 1005 1033 1123 

Relative share of FDI direct 
effects 

0.85 0.86 0.80 0.76 0.76 0.9 0.9 

Average index value FDI/BG 14.42 16.64 8.78 6.27 5.53 16.28 16.71 

Annual growth rate - 0.25 -0.47 0.26 0.03 1.85 0.12 

Relative growth rate of the 
direct effect over base period 

- - - - - - 2.73 

Average rating 3 2.75 1.5 2.75 2.25 3 2.5 

Data source: National Statistical Institute and author’s own research. 
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The effect towards the level of transferred technologies from the TNCs 

headquarters is identical. The index of FDI/BG average index increases for the period 

from 20.47 to 24.09 points, which reveals the deepening technological gap between 

the two types of business ownership. 

The following conclusions can be drawn as to the direct effects towards the 

technological development of the enterprises in sector C 29.3: 

� There is a low level of corporate investment in R&D, both by Bulgarian 

owned companies, as well as the TNCs affiliates. 

� The level of technologies used in the TNCs affiliates significantly exceeds the 

Bulgarian owned enterprises. 

� There is a serious increase in the technological capacity within C 29.3 enter-

prises, judging by the rising average index values. On the other hand, however, is 

observed deepening of the technological gap between enterprises with foreign and 

Bulgarian ownership. 

3.2. Direct effects towards staff 

3.2.1. Wages 

Observed is a steady increase in the expenditures for salaries and insurance in 

the sector for the period 2008-2014, for both the Bulgarian and foreign owned 

companies. For the mentioned period, each TNCs affiliate spent with 

1044.53(32.38%) thousand leva more expenses for salaries compared to the base 

year. At the local enterprise level, the growth in relative terms is even higher 

(97.57%), which is mainly due to the low base in absolute terms (160.39 thousand 

leva). The qualitative assessment of the generated direct effects from the foreign 

owned companies tends to positive strong/exceptional effect. 

With the exception of year 2008, foreign owned companies are paying higher 

wages for their employees. Surpisingly, in the context of the observed rapid growth in 

sector C 29.3, after year 2010 average wages in TNCs affiliates stagnated, with 

annual growth rates ranging from -0.01 to 0.03. Based on the above mentioned, the 

assessment of the direct effect of FDI tends to weak positive effect. 

Compared to the data for the whole Manufacturing sector, TNCs affiliates in C 

29.3 pay higher wages for almost the entire period, which is a positive direct effect 

for the economy. Unfortunately, however, the indicator levels are lagging behind the 

average wages for the Bulgarian economy. 
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Data Source: annual financial reports in C 29.3 and author’s own research. 

Fig. 3. Trend model of the average monthly salary 

in foreign owned companies 

 

The wage trend in foreignowned enterprises has grown rapidly until 2011 (see 

Figure 3), when with slight fluctuations it reaches its upper limit. On the other hand, 

the wages in the Bulgarian owned enterprises for the period 2008-2014 show a clear 

upward growing trend (see Figure 4). 

 

 

Data Source: annual financial reports in C 29.3 and author’s own research. 

Fig. 4. Trend model of the average monthly salary 

in Bulgarian owned companies 

 

With such growth rates, the described two trends forecast unification in the 

average wage levels between enterprises with foreign and Bulgarian ownership. 
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3.2.2. Generated employment 

Foreign direct investments result to a strong positive effect within the sector by 

generating 3606 new jobs for the period. The participation share of foreign owned 

affiliates in the total values for the industry ranges between 83.20% and 88.41%. 

3.2.3. Staff’s qualification  

The indicator expenditures for training represents the data for upgrading the 

hired personnel’s qualification on the basis of external training services costs, 

reported by the companies producing auto components. Although almost 100% of the 

reported values are due to foreign owned enterprises, the assessment of the direct 

effect varies between weak and strong (1-2). Unlike the absolute indicators 

considered so far, the growth rate of foreign owned companies for the period is 

negative -21.41%. Hence comes the lower assessment of the direct effect, due to the 

recorded negative values and overall decreasing character. 

The following conclusions can be drawn as to the direct effects towards the 

human resources in sector C 29.3: 

� The levels of generated employment in TNCs affiliates and the associated 

costs for salaries, insurance, trainings significantly exceed those in the Bulgarian 

owned companies. 

� The average wage levels at TNCs affiliates are stagnant since year 2011 due 

to the inflow of labor-intensive and low-productivity foreign investment projects. 

� The funds allocated for staff training in the TNCs affiliates are at unsatisfac-

tory levels, and still in Bulgarian owned companies are practically missing. 

� Surprisingly, observed are narrowing differences and unification of the aver-

age wages between foreign and Bulgarian owned enterprises, which might be due to 

the increased competition in the local labor market. TNCs affiliates may be adapting 

to the payment conditions of the local labor market, which represents their negative 

influence towards the economy. 

� The qualitative assessment of the direct effects towards staff tends to be 

strong positive for the absolute indicators and weak positive effect for the average 

wages in sector C 29.3. 

3.3. Direct effects towards the level of local supplies 

The indicator value for the level of local Bulgarian supplies in sector C 29.3 is 

low. The majority of the TNCs affiliates, located in Bulgaria, do not use Bulgarian 

suppliers for the necessary resources, materials and details, choosing the lowest 

offered option of up to 10% local supplies(see Figure 5). The main reason for this 
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weak connectivity with the local economy is the lack of appropriate local suppliers. 

Other reasons are the inconsistencies in the levels of required quality standards, 

production capacity and technological level. At the same time, is observed a certain 

regularity in the Bulgarian supplies growth over time with the proper functioning of 

the foreign owned enterprises. Another logical trend lies in the form of the foreign 

direct investment - when buying an existing business are observed stronger linkages 

with Bulgarian suppliers as compared to“greenfield” investment aimed at building 

new affiliates. The direct effect of the indicator tends to have a weak positive effect. 

 

 

Data source: Questionnaire, addressed towards relpresentatives of foreign owned 

companies. 

Fig. 5. Direct effects towards the level of local supplies 

 

3.4. Direct effets towards financial results and indicators 

3.4.1. Revenues and financial result 

The direct effect on revenues and profits tends to be exceptionally positive, due 

to the large volumes and the steady growth rate of the foreign owned enterprises. An 

exception are the negative financial results generated for years 2008 and 2009 by the 

foreign owned companies, which leads to their strong negative direct effect. Possible 

explanation might come from the significant expenditures for the industry initial entry 

and the global economic crisis. 
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Fig. 6. Trend model generated revenues from operating acitivities 

of the foreign owned companies in sector C 29.3 

 

3.4.2. Cost-efficiency, profitability and labour productivity 

Surprisingly, against the background of empirical research from other countries, 

TNCs affiliates in Bulgaria do not have a clear advantage over local firms in terms of 

the indicators for labour productivity, cost-efficiency and profitability. The 

satisfactory financial performance of Bulgarian owned enterprises is self-explanatory, 

in the times of growing international competition, in which they have to operate. 

Accordingly, the assessment of the direct effect tends to be between insignificant and 

weak positive. 

The level of labour productivity in sector C 29.3 is below the average levels for 

the global economy, as of year 2014 one TNCs affiliate employee produces on 

average $96575, according to UNCTAD (2016). There are serious reserves for the 

indicator’s capacity to increase until it reaches the average international levels. 

3.5. Direct effects towards the environmental protection 

Implemented ISO 14001 environmental management systems are declared by 

23.08% of the companies with foreign ownership (6 out of 26) and 4.26% of the 

companies with Bulgarian ownership (2 out of 47). The data is indicative for the 

business interests in proper treatment of the generated waste products and at the same 

time for the missed potential benefits from the right environmental management. An 

unfortunate fact is the lack of companies in sector C 29.3 that have implemented envi-

ronmental and audit schemes - EMAS. 

Unsatisfactory levels of environmental costs have been reported by both foreign 

and Bulgarian owned enterprises. The average index values at TNCs affiliate level is, 
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however, negligible in comparison with their scale and potential for environmental 

protection. Supporting this line of thought is the comparison with the costs for operat-

ing activities, in which the ecology accounts for between 0.003% and 0.06%. 

The undisputed reason for the received strong / exceptional positive values of 

the direct effect comes from the low comparison base, which is represented by the 

Bulgarian owned enterprises. Contrary to the internationally recognized principles of 

sustainable development and corporate social responsibility, TNCs affiliates in Bul-

garia take a relatively passive stance related to environmental protection. 

Information for indicators R&D expenditures for environmental protection, Ex-

penditures for acquisition of tangible and intangible fixed assets with ecological use 

and Expenditures for environmental protection and restoration are considered confi-

dential, therefore are not provided by the Bulgarian National Statistical Institute.  

Conclusion 

The direct effects of FDI imports for the period 2008-2014 tend to have a pre-

dominantly strong positive influence towards the enterprises in the automobile parts 

production industry. It was found that the levels of technologies used in TNCs affili-

ates significantly exceeds the levels in Bulgarianowned companies. At the same time, 

there is a low level of corporate investment in R&D, both by Bulgarian owned com-

panies, as well as the TNCs affiliates.The levels of generated employment in TNCs 

affiliates and the associated costs for salaries, insurance, trainings considerably ex-

ceed those in the Bulgarian owned companies. Surprisingly, are observed narrowing 

differences and unification of the average wages between foreign and Bulgarian 

owned enterprises. The majority of the TNCs affiliates, located in Bulgaria, do not 

use Bulgarian suppliers for the necessary resources, materials and details. The direct 

effect on revenues and profits tends to be exceptionally positive, due to the large vol-

umes and the steady growth rate of the foreign owned enterprises.Surprisingly, 

against the background of empirical research from other countries, TNCs affiliates in 

Bulgaria do not have a clear advantage over local firms in terms of the indicators for 

labour productivity, cost-efficiency and profitability.Contrary to the internationally 

recognized principles of sustainable development and corporate social responsibility, 

TNCs affiliates in Bulgaria take a relatively passive stance related to environmental 

protection. 

The observed duality of the effects of foreign direct investment requires to be 

elaborated policies based on much stronger arguments than the standard hypothetical 

assumptions about their presence in a given economy. This more serious basis is the 

systematic study of theirs. This is extremely relevant for a country like Bulgaria, 



Izvestiya 
2019  •  Volume 63  •  №3 

200 

given the competition of governments and the policies for attracting foreign direct 

investment in general and regardless of the cost. To further multiply the positive 

effects, it is necessary to implement initiatives to promote and deepen the links 

between the enterprises with local and foreign ownership. In this way, the Bulgarian 

economy can take full advantage of the global production systems and guarantee a 

longer term connection with the already attaracted foreign direct investments. 
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