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EUROINTEGRATION PROCESSES IN THE AGRARIAN SECTOR
OF THE BULGARIAN ECONOMY AND THEIR IMPACTS
ON INVESTING IN AGROINDUSTRIAL COMPLEX

M. D. Georgieva
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The article examines the position of the agro-industrial complex of Bulgaria and summarizes
the advantages and disadvantages of Ukraine's participation in the European integration pro-
cesses and outlines the directions of further agrarian policy. The current state and main tenden-
cies of functioning of the agro-industrial complex of Bulgaria are determined and the historical
conditions and factors of development of the agrarian sector of the Bulgarian economy are inves-
tigated. The analysis of the agroindustrial complex activity by the volume of production and sale
of the main types of food products in different regions of Bulgaria in the process of European
integration of the Bulgarian economy.
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M. JI. I'eopzicea. €spoinmezpayiiini npouecu 8 azpapnomy cekmopi exonomixu bonzapii
ma IXHill 617146 HA IHEECIMYBAHHA 8 AZPORPOMUCTOBUI KOMNIEKC

Y cmammi posenamymo cyuachuii cman i OCHOBHI HANPAMU PO3GUMKY A2PONPOMUCTIOB020
xomniexcy (dana — AIIK) ma oxpecieno OCHOBHI YUHHUKU MA (aAKMOPU PO3BUMKY AepapHOi
chepu exonomixku Boneapii. Busnaueno ocuoeni eexmopu Oisnvnocmi AIIK 3a obcsazom
BUPOOHUYMBA MA peanizayii 0CHOBHUX 8UAI8 NPOOOBOILYUX MOBAPIE Y PisHUX pezionax boneapii' y
2007-2014 poxax, a makosc nepedymosu i wiiaxu 0 3anyuenus npooykyii AIIK Boreapii na
eeponeticoki punku. OKpecieno 201061 npobiemu Qopmysanis €6poneucvkoi aepapnoi modeni.
Hocrioxceno 0oyinbHicmb 3a1yueHHs OKpeMUX 2PYN M08apie i3 no2Ady KOHKYPEeHMOCHPOMONCHOCHI]
8 KOHmeKCmi €8pOoneucbKkoi inmezpayii. Hponoyyembc;l cmeopumu ma 3anp06adumu cucmemy
azponozicmuuno2o xomniexcy. Hadaemvcs icmopuuna ma norimuxo-nonimuuna kiacugikayis
3ax00i8 0epAHCAGHOT NIOMPUMKYU CLIbCbKO20 20Ch00apcmea 0is 3abesneueHHs eexmueHoi
disnbHocmi azpapHoeo cekmopy exonomixu boneapii. OyiHeHo MOXCIUBOCMI CMBOPEHHS A2PAPHUX
CReyianizoeanux pationie Ha pecioHarbHOMY, HAYIOHATLHOMY MA MIJCHAPOOHOM) DIGHSX.

Aeponpomucnosuii komniexc 0y8 i 3anUUIAEMbC NPIOPUMEMHUM CEeKMOpoM 6012apCbKoi
eKOHOMIKY, | Haubaudcuum uacom cmpameeis 6uxody na punox €C 6yde 6ajxciugow 0is
Maioymuvo2co possumxy. €C — ye eenruyesnui punox 30ymy. Ipu yvomy inmezpayis na maxui
PUHOK Ma€ K nepesazu, mak i Heooriku. OOHe 3 HAUCKIAOHIWUX NUMAHb Y YbOMY KOHMEKCH —
adanmayis 6012apcokoi ekoHoMIKU 00 yMmo8 i sumoe €8poneticvkozo Coro3zy.

Y emammi idobpaxceno pesynomamu docrioscenns esonioyii CAP €C, npobremu ii cyuacrnozo
peopmysanns y CKIAOHUX YMOBAX CHADY €BPONEUCHLKOI eKOHOMIKU. A6mop HAMA2acmvcs
NPOAHANi3y8amu 0CHOBHI meHdeHyii MooepHizayii ineecmuyitinoi norimuxu €C w000 ciibcbko2o
eocnodapcmea boneapii ma euznavumu paxmopu, wo 6NIUBAIONb HA EBPOEKOHOMIUHY IHMe2payilo
azpapnozo cexmopy exonomixu boneapii. Jlocniodxcenns 6uKkopucmosygano cucmemuuli nioxio,
AKUU 6KIIOYAE 3A2ANbHOHAYKOGI (Oianekmuynuil, Haykogy abcmpaxyit, iHOyKYi ma 0edykyir,
aHani3 i cCunmes, 3aKOHU 102iKu) ma cneyianbHi icmopuyHi (icmopuxo-eKOHOMIYHULL, NOPIBHATbHUL
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auanis, cMamucmuyHul, KpUMuyHuil) memoou 0ocuioxcennsa. Busnaveno cpaxmopu pusuxy
ma nepcnexmugu aoanmayii 6oazapcoko2o cekmopy 00 ymog €C i HeobXiOHicmy akmugizygamu
PO36UMOK 0012aAPCHKO20 CilbCbKO20CHO0APCHKO20 CEKMOPY.

KitouoBi cnoBa: cinbebke 2ocnodapemeo, acpapha cepa, eepoinmezpayiiini npoyecu, oep-
JcasHe pe2ynioBants, 0epircasna NiOmpumMKa, azpapre moeapogupodHUYmeo, cnigpodimuuymeo,
boneapia, €sponeiicvruii Coro3.

Problem statement. The development of the modern world is evolving through
the liberalization and globalization of the economy: it is an objective and irreversible
process. The geographical and political location of Bulgaria is such that it is close to
both the countries of the European Union (EU) and the countries of the former Soviet
Union. Bulgaria is a transit country between East and West. During the beginning
of the XXI century. Bulgaria faces the problem of defining an integrated development
strategy.

Bulgaria has embarked on the path of an associate EU member during one
of the most difficult periods of its history. With a view to overcoming the systemic
crisis, consolidating the country, confronting external aggression and overcoming
its consequences, it is never more important to ensure the maximum positive effect
of European integration for the development of Bulgarian society.

The European choice was to become the basis for nation-wide unity based on the idea
of modernizing the country. Renewal of guarantees to all, without exception, residents
of Bulgaria of their constitutional rights in full — the first extremely serious examination
of Bulgaria as an associated EU member.

European integration processes have become an integral feature and direction
of development of the agrarian sector of the Bulgarian economy. In this regard, it was
necessary to develop an agricultural policy that would take into account the socio-
economic, environmental, demographic and other components, and would be based on
familiarization, study and practical application of agricultural experience in foreign
countries, which caused a naturally increased interest. Of paramount importance is
the interdependent activities of the state and business entities, aimed at ensuring food
security, in particular at the regional level, and an integrated approach in planning
territorial development.

Therefore, today it is necessary to study the main stages of Bulgaria’s European
integration processes and to evaluate their impact on agricultural development. This
will reveal threats related to the implementation of European integration intentions,
changes in foreign policy, customs legislation, etc.

Analysis of recent research and publications. Significant contribution to the study
of the problems of Bulgaria-EU relations, the issue of agriculture development in
the conditions of globalization processes and analysis of European integration problems
of Bulgaria, including the peculiarities of the development of the agriculture sector,
made by such domestic and Bulgarian scientists as B. Ivanov, D. Vachkov, H. Bashev,

ISSN 2309-7205 Icmopia mopzieni, nooamxie ma muma, Ne 1-2 (19-20), 2019 191



[TpoGnemu cyyacHoCTI

M. Atanasoval. The results obtained allow them to form a knowledge system for
the European integration perspective of the Bulgarian agrarian sector of the economy.

At the same time, the authors do not sufficiently raise the issue of the impact
of transformations of foreign trade in agricultural products in the new conditions of foreign
economic policy of the state.

The purpose of the article. Identify the main benefits and negative consequences
for agricultural producers of Bulgaria’s accession to the EU and assess their impact on
the development of the Bulgarian agricultural sector.

Presenting main material. Adaptation of the agrarian sector of the Bulgarian economy
to the conditions and requirements of the European Union is a complex and controversial
process. The development of integration at the European level is a modern sign
of progressive changes in agriculture and a relatively new area of research in national
historical science. European landmarks provide the agricultural sector with an appropriate
vector of development and open up new opportunities for agricultural revival, creating
additional comparative advantages in the agri-food market in the context of the globalization
of the economy and the global food crisis.

A major step in deepening trade relations between Bulgaria and the EU was to become
a Free Trade Area Agreement (FTA), which would help bring the Bulgarian agricultural
sector closer to European standards, adapt it to the EU Common Agricultural Policy
(EU Common Agrarian Policy) and enlargement market of new EU member states. In
order to successfully solve the problems of European integration, the agricultural sector
of the Bulgarian economy had sufficient prerequisites: rich natural resource and export
potential, considerable human capital, gradually increasing investment attractiveness,
preserved lifestyle of agriculture and centuries-old traditions of agriculture.

However, in the context of the economic crisis, it is extremely important to analyze
the opportunities and the likelihood of the challenges that European integration
processes entail for the domestic agrarian sector of the economy. The level of readiness
of the Bulgarian agrarian sector for the conditions of European integration in comparison
with the CEE countries that joined the EU in the last wave of enlargement, shows that similar
transformational transformations of Bulgaria did not take place, the European integration
process in Bulgaria was at an early stage research into the history and theory of integration
in the agricultural sphere. This is due to the specificity of agriculture as an industry, its
strategic importance for the Bulgarian economy, and the need to adapt it to the requirements
of the reformed EU CAP.

! AnacracoBa M. MurpaiMoHHHTE TIPOLIECH Ha HacelieHueTo B P. Bbarapust npu npexoaa KbM ma3apHa HKOHO-
muka. Codust : 3narencTBo Ha MHCTUTYT O MKOHOMUKA Ha CEJICKOTO cTomancTBo, 2015. 830 c.

Bames X. Edextn o nmpuiarane Ha eBpOIEHCKH ITOJIMTHKH BIpXy 3eMelelcKuTe cTonaHcTea B P. Brirapus.
Codust : AU, 2018. 378 c.

BauxoB /I. Bearapckust BeHIIEH ABIT: BaHKPYTHT Ha KOMyHHCTHYecKara HkoHoMmHKa. Codus : MHCTUTYT 32
u3ciieiBane Ha OJM3koTo MuHao, 2009. 456 c.

Bauxos JI. HPB ot Haganoro 1o xpas. Codus : IHCTHTYT 3a n3cieaBaHe Ha OMU3koTo MuHaio, 2011. 480 c.
Wranos b. Ycroitunsoct B 3emenenuero. Codus : ABanrapa [Ipuma, 2009. 230 c.
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The development of integration at European level is a modern sign of progressive changes
in agriculture and a relatively new area of research in domestic agrarian science. European
benchmarks provide the agricultural sector with an appropriate vector of development
and open up new opportunities for the revival of agriculture, creating additional comparative
advantages in the agri-food market in the context of economic globalization. A major step
forward in terms of deepening trade relations between Bulgaria and the EU should be
the Free Trade Area Agreement (FTA), which will help bring the Bulgarian agricultural
sector closer to European standards, adapt it to the EU Common Agricultural Policy
and expand its presence in the global market. EU members.

According to the Statistical Office of Bulgaria, in 2013, foreign direct investment in
agriculture, forestry and fisheries increased by 15%, while in the economy as a whole —
by only 5%, amounting to $ 839.3 million. USA? .

The most attractive for foreign investors is the agriculture of Plovdiv and Veliko Tarnovo
regions. About half (47.8%) of the sector’s investments were received in these regions,
including Plovdiv attracted 20%, Plovdiv region — 15.8%, and Veliko Tarnovo region — 12%.

Agricultural producers in the Sofia region attracted 6.3%, Rousse —5.7%, Gabrovo —5.0%
of foreign investments. The volume of foreign direct investment attracted to the agricultural
sector of Shumen and Lovech regions is 3.7% and 3.5% respectively. Burgas and Stara
Zagora attracted 3.1% each®.

The rest of the Bulgarian regions accounted for only about 22% of foreign investment.

Cyprus was the main investor country, from which $ 376.2 million came. USA. In second
place is Germany, which invested $ 71.5 million in the agricultural sector of Bulgaria. USA.
It is followed by Denmark, whose share is close to — $ 66.2 million. USA.

More than half of the investment — 56% — goes to crop production, mainly for
the cultivation of annual and biennial crops, in particular, vegetables and berries. In 2013,
34% of FDI was channeled into livestock development* .

It should be noted that in the structure of foreign investments the EU countries remained
the main investor in the Bulgarian economy. Therefore, the country’s integration into
the EU was a significant step forward, bearing both positive developments and serious
challenges, including the need to ensure national interest in the field of food security
and the competitiveness of the Bulgarian agricultural producer.

Thus, according to pro-European experts, the implementation of the FTA between
the EU and Bulgaria can bring considerable benefits to the agricultural sector, in particular
as a result of:

— growth of Bulgarian exports to the EU;

— increasing access to third country markets through harmonization of standards with
the EU;

2 Pycuesa /1. TIpogoBosicTBeHUTE pecypcH Ha bwirapust mpu ocbluecTBsiBane Ha OOIiara celcKOCTOMaHCKa
nonutuka Ha EC. Co¢us : Yaus. uzn. «Cs. Kinument Oxpuacku”, 2010. C. 79.

3 Trorronkues Y. Cronancka ucropust Ha benrapust. Codust : Posuta, 2011. C. 113.
4 Haran W. Ukonomuka Ha beirapus. Cous : Hayka u uskycrtso, 2013. C. 106.
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— improvement of the investment climate as a result of the adaptation of national
legislation to EU rules and regulations;

— abolishing subsidies on agricultural exports from the EU to Bulgaria;

— gradual increase of quotas for export from Bulgaria to the EU of certain types
of agricultural products.

The obvious tests Bulgaria has experienced since joining the EU are:

— increased competition in the internal market, especially in the short term, by eliminating
tariffs and reducing non-tariff barriers;

— restricting the access of Bulgarian goods to the European markets under the pretext
of their non-compliance with European standards and certificates;

— withdrawal from the free trade regime of almost 400 commodity positions, mainly
agricultural commodities, the liberalization of which exports to the EU markets would be
most beneficial for Bulgaria;

— the introduction by the EU of a discriminatory system of tariff quotas for Bulgaria
at a very low level (for most types of products these quotas represent less than 6% of the EU
market for these products (fruit, vegetables, meat, etc.);

— the abolition of the export duty on tomatoes, which could deprive Bulgarian processing
plants of raw materials;

— maintaining a multi-billion-dollar agricultural sector subsidy to the EU, rendering
Bulgarian products exported to the EU and third countries uncompetitive °.

In order to successfully solve the problems of European integration, the agricultural
sector of the Bulgarian economy had sufficient prerequisites: rich natural resource
and export potential, significant human capital, gradually increasing investment
attractiveness, preserved lifestyle of rural life and centuries-old traditions of farming. In
this context, research and scientific reflection on the experience of shaping the European
agricultural model will help to carry out structural reforms in the field of agriculture
and increase the level of competitiveness of agri-food products in the European and world
markets.

In addition, there is now a need to improve the quality of information support in
agriculture due to the fact that the agreement with the EU provided for serious adjustments
to regulatory practices in Bulgaria, in particular in the areas of competition, state aid,
public procurement, sanitary and phytosanitary measures, technical regulation, protection
of intellectual property rights, ensuring sustainable development, etc.

The process of updating and improving the legislation in the field of state support to
agriculture should be intensified, taking into account Chapter 17, Section 5, of the said
Agreement, which deals with agriculture and rural development®.

A thorough analysis of the key provisions of the Agreement shows that the main threats
to farmers in the future may be: increased competition in the internal market, especially in

5 Hazapenko B.U. Arpapnas nonutuka Esponeiickoro Corosa / Muctutyt EBporsl PAH. Mocksa : OO0 «Map-
ket J1C Kopmopeiimny, 2004. C. 226.
¢ Macnoy E. Morusarus u inudocts. Codust : KuGes, 2001. C. 170.

194 ISSN 2309-7205 Icmopisa mopzisni, nooamkie ma muma, Ne 1-2 (19-20), 2019



[IpoGnemu cyyacHocTi

the short term, restricting the access of Bulgarian producers to European markets due to
non-compliance with quality standards.

Since the budget support for agriculture in the EU is 45% of the gross value of the product
sector, and in Bulgaria - only 6%, according to many scientists, forecasts for ensuring
the competitiveness of domestic products are rather disappointing’.

The necessity of implementation of these norms will significantly affect the content
of the agrarian-legal institute of state support of agriculture and needs in the near future
the development and adoption of special programs. Yes, the suggestion of experts
on the adoption of the Agribusiness Adaptation Program to work in the conditions
of the common European market is reasonable?®.

Public authorities, together with Bulgarian producers, should make considerable efforts
to gradually approximate EU rules and standards in the field of trade in agricultural products
and related industries, such as standards and rules of conformity assessment, sanitary
and phytosanitary rules, intellectual property rights, and intellectual property rights.
and competition required to comply with trade-related energy aspects, including such as
investment, transit and transport forging.

It should be noted that Bulgaria could also become a “vegetable basket” of Europe,
and in the production of products that will not directly compete with producers of France,
Spain, Italy, etc., and will promote the EU’s self-sufficiency of the main agricultural products
and guarantee EU food security.

By deepening co-operation with the EU, Bulgaria has received new incentives to develop
the internal market and deepen the economic specialization of the regions. Agricultural
production with its updated structure was directed to domestic consumption. However,
the expansion of foreign economic prospects of Bulgarian agriculture was made possible by
the transition to the cultivation of more competitive species of plants and animal species,
the expansion of the scope of advanced agricultural technologies, the promotion of modern
and sustainable agricultural production, which was a prerequisite for the protection
of the environment and the use of biotechnology.

Conclusions of the study and prospects for further exploration in this direction.
As the experience of the first over ten years of Bulgaria’s stay in the European Union
shows, Bulgarian agricultural producers could not objectively withstand the pressure
of a more developed European economy, which, moreover, was subsidized at a much
higher level. Bulgaria is a promising EU partner enough to create a FTA. The agricultural
complex of Bulgaria was one of the important motivating places for the EU to conclude
an in-depth FTA between Bulgaria and the European Union. Ukraine had rich natural
resources and human capital as well as historical agrarian production traditions, and it
directly borders the EU.

7" BameB X. Edexru 0T mpunaraHe Ha eBpONCHCKH MOIMTHKY BIPXy 3eMeAelIcKuTe cronanctsa B P. boirapus.
Coous : UAH, 2018. C. 212.

8 Onnmenko O., Ocram T. ArpapHi neperBopeHHst B KpaiHax Llenrpansroi Ta CxigHoi €Bponu. Exoromixa
Yrpainu. 1994. Ne 8. C. 30.
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Among the competitive factors of the Bulgarian agroindustrial complex are the natural
advantages in the production of certain types of agricultural products (vegetables, oilseeds,
berry crops and fruits, etc.) for domestic and foreign markets. Bulgaria, unlike the EU, did not
have a clear, contemporary challenge to the agro-industrial policy challenges and threats. In
the long term, this factor will have a significant negative impact on the competitive position
of the Bulgarian agricultural sector in the world and will increase the vulnerability of agriculture
to external and internal influences. At the same time, the Bulgarian authorities should take
into account the growing risks of reducing the competitiveness of the Bulgarian agroindustrial
complex as a result of the liberalization of relations with the EU due to the increased efficiency
of the EU agricultural sector as a result of the reform of the CAP. In the future, the problems
of compliance of the standards of safety and quality of agricultural products with the WTO
requirements and their harmonization with the laws, norms and standards of the EU will
become more and more urgent for Bulgaria, which will open up access to markets for Bulgaria
and provide significant foreign direct investment. Bulgaria has had the opportunity to influence
the developed countries, in particular the EU, as a leading player in the global agricultural
market, with the aim of eliminating export subsidies for agricultural products.

This requirement could be put forward to the EU in the context of discussing the conditions
of access to agricultural markets of Bulgaria for EU agricultural products. However, there
was a risk that farmers’ lobbying would leave direct payments in force. New EU member
states will require a new method of recalculating direct payments between EU countries,
in order to avoid unreasonably large differentiation in the redistribution of the general
budget in favor of old EU members. The period of adaptation of Bulgaria’s national
agriculture to the requirements of the EU’s CAP will be quite long and will obviously be
accompanied by some losses and, in some cases, by the decline of rural areas. That is why
a reasonable program of adaptation of the Bulgarian agrarian sector to the EU requirements
and strengthening the role of the state in securing its implementation and support of the agro-
industrial complex through the forms and channels used by the member states of the world
and European trade and economic unions are needed.

Given the increased economic risks of international trade with Russia, Bulgarian farmers
have a great need to adapt and search for new markets. The practical implementation
of these intentions is now possible through the full FTA Agreement with the EU. Bulgaria’s
accession to the EU accelerated the development and implementation of the new agricultural
policy, intensified control over its implementation in the agro-development management
system, facilitated the attraction of internal and external investments, ensured the state’s
participation in the development of the provisions of the Common Agricultural Policy
and rules of international trade in agricultural products.
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