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Abstract: The presented paper reveals some of the latest practices and trends in the glo-
balization of the automobile industry. Nowadays the automobile transnational corporations
create integrated international production systems, coordinating their activities between
many countries. The main impact on Bulgarian economy is caused by the significant recent
inflow of foreign direct investments within the production of automobile parts. Revealed is
the profile of transnational corporations’ affiliates in Bulgaria, their motives, organizational
entry mode and created linkages with local economy.
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Pe3rome: [IpeacTtaBeHOTO WU3CAeABAHE pPa3KpuBa HSIKOU OT [MOCAEAHNTE MPAKTUKU
M TeHAeHUun B r/7106aiUM3nMpaHeTo Ha aBToMobuiHaTa uHAyCcTpus. B aHewHo Bpeme
aBTOMOBOUIHNTE TPpaHCHaUMOHa/IHM Kopriopauun Cb34aBaT WUHTErPUPaHuN MeXAyHapoaHU
rpon3BOACTBEHN CUCTEMU, KOOPANHNPALLM CBOMTE AEHHOCTU B MHOXECTBO CTpaHu. OCHOBHO
B/nsIHME BbpXy ObJirapckata MKOHOMMKA CE MPEAU3BUKBE OT 3HAYUTE/THUTE MOTOUM OT
MpeKn 4YyXaecTpaHHn MHBECTULNN B MPOU3BOACTBOTO Ha aBTOMOOWIIHU 4YacTu. Paskput e
npouabT Ha uanannte Ha THK B bbsirapmsi, TEXHUTE MOTUBM, OPraHnU3alynoHHN opmu
3a HaB/IM3aHe M Cb34aAEHN BPb3KMW C MECTHATa MKOHOMMKA.

KnroyoBn paymn: ABTOMOGMIIHA UHAYCTPpUA, TPEKN  YyXXAECTPpaHHN  UWHBECTULNU,
TpaHCHauunoHal/lH1 Kopriopauuu, 6bﬂrapc1<a UKOHOMUKa

JEL Classification: F21, F23

I. Introduction

The automobile industry includes a wide
range of companies and organizations,
dealing with design, improvement, produc-
tion of automobile components, assembly,
marketing and sales of motor vehicles
(Binder & Rae, 2016). Judging by realized
revenues and created jobs this sector is
considered as one of the most important
in the world economy, famously called
by Peter Drucker (1946) “an industry of
industries”. Its global significance is also
determined by the big scales and linkages

I. BbBeaeHue

ABTOMOBUIHaTa uHAyCcTpus obxBawa wWwwu-
poK Habop OT KOMMaHWW U OpraHusauuu,
3aeTn C AM3aliH, YCbBbpLUEHCTBaHe, Mpo-
N3BOACTBO Ha aBTOMOOW/IHM KOMMOHEHTMH,
acembnupaHe, MapkeTUHr 1M npogaxbu Ha
MIMC (Binder & Rae, 2016). OT rneaHa Touy-
Ka peanusanpaHu npuxoam n 3aetmn pabot-
HM MecTa aBTOMOOMNOCTPOEHETO e eaunH
OT Hal-BaXXHUTE CEKTOPW 3a CBETOBHaTa
NKOHOMUKA, onpeaeneHa ot Mutbp Apakbp
(1946) kaTo ,MHAYCTPUATA HA UHAOYCTPUN-
Te”. 3HaUMMOCTTa Ha CEeKTOopa € 3aJloXKeHa
N B rofeMuTe Mawabu n Bpb3KKN, peanmsn-
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realized with many other branches like in-
surances, car repair, transport, production
of fuel, oil and other chemical products.

The production of automobiles and their
components is dictated by a number of
few big transnational corporations (TNCs)
(Altenburg, 2000). This industry is becom-
ing more and more internationalized, as
many countries, one way or another, be-
come part of the global delivery chains. In
order to be competitive, companies from
the traditional countries producers like
the USA, Japan and Western Europe in
a certain degree relocate and/or expand
their activities towards developing coun-
tries and regions like China, India, Brazil,
Mexico, Central and Eastern Europe. Per-
ceived is a model of integrated production
through investments in foreign affiliates.
The globalization of automotive industry is
further accelerated by applying strategies
for foreign delivery sources by the assem-
bling companies.

The present article has set the following
research goals:

e to reveal the latest trends in the
automobile industry, based on a review of
recent theory and empirical evidence;

e to determine the impact of foreign
direct investment on Bulgarian automobile
parts production sector.

II. Tendencies within the globalized
automobile industry

As of year 2015 the top producers of pas-
senger cars are the countries China with
21,08 million vehicles, Japan (7,83 min)
and Germany (5,44 min). Figure 1 reveals
the trends in automobile production for
the period 1999-2015. Most significant is
the incredible production growth in China,
as for the period there is an increase of
more than 37 times. On the other hand are
the traditional producers in this sector as
Germany and Japan, which maintain rela-
tively steady levels in terms of absolute
figures. The industry in USA, which is the
leading producer of automobiles through-
out most ot the 20th century, is facing a
decline and from 14,1% of world produc-
tion in 1999, as of 2015 takes a reduced
share of 6,07%. The production growth of
passenger cars for the last two decades

paHM C MHOXeCTBO OTpac/in KaTo 3acTpa-
XOBaHe, peMOHT, TPaHCMNOpPT, NPOU3BOACTBO
Ha ropmBa, Macna v Apyrm XMMmu4yecku npo-
OYKTW.
Mpon3BoACTBOTO Ha aBTOMOBUAM N TEXHU
KOMMOHEHTU Ce ANKTYBa OT Manko Ha 6poi
rofieMym TpaHCHaUMOHaHKW  Kophnopauuu
(THK). Ta3su nHaycTpus cTaBa BCe MO-UH-
TepHauWoHanHa, KaTto MHOXEeCTBO CTpaHu
6mBaT BbBNEYEHW MO €AVH WAW ApYyr Ha-
UMH B rnobanHMTe Bepurn Ha AOCTaBKMW.
3a Aga ca KOHKYPEeHTOCNOCO6HM KOoMMaHuu-
Te OT TpaAWUMOHHUTE CTpPaHW MpPOU3BOAW-
Tenn CALL, AnoHmna v 3anagHa EBpona, B
3HauuMTeNIHa CTeneH M3MecTBaT W/unm pas-
lWwMpsBaT AeNHOCTTa CU KbM pasBuBalmTe
Cce CTpaHu u pervoHun kato Kutai, NHaus,
bpasunnusa, Mekcuko, UME. Bb3npuema ce
MoAesT Ha MHTerpmpaHo Npon3BOACTBO Ypes3
WHBECTULUM B 4YyXAECTPaHHW duananu.
nobanusnpaHeTo Ha aBTOMOGMIHATA WH-
AYCTpUS AOMbIHUTENHO Ce yCKOopsiBa ypes
npunaraHeTo Ha cTpaTerMm 3a M3nosseaHe
Ha NpPeaMMHO Yy>XAeCTPaHHU M3TOYHULUN Ha
[OCTaBKM OT aceMbnmpalmte KOMMaHum.
HactoswaTta nybamkaumsa cv noctass cnea-
HUTE U3CNefOoBaTENCKU LEenn:

e [a pa3Kkpue Han-HOBUTE TEHAEHLUU
B aBTOMObunHaTta nHaycrpus, 6a3mpaHn Ha
npernea Ha CbBpeMeHHN TEOPETUYHN N eM-
NMUPUYHN n3cneaBaHuns;

e [a onpeaenn BAUSHUETO Ha Mpeku-
Te yyxaecTtpaHHu mueectuuumm (MYN) BbP-
XYy CEKTOp Ha 6barapckute NpousBOAUTENN
Ha aBTOMOBUAHN YacTu.

II. TeHpeHuMn B rnob6anusmpaHara
aBTOMO6M/IHA MHAYCTPpUS

Kbm 2015 rogvHa Han-ronemute CTpaHu
NpoM3BOAUTENMN HA JIeKM aBTOMObMAN ca
Kutaih ¢ 21,08 mnH., AnoHunsa ¢ 7,83 MnH.
n FepmaHmsa c 5,44 mnH 6posa. durypa 1
pa3KkpmBa TeHAEHUMUTE Ha aBTOMOOMHO-
TO MPOM3BOACTBO 3a nepuoga 1999-2015.
Hari-3abenexunm e 6ypHusa pactex Ha npo-
n3BoacTeoTo B Kntai, kato 3a nepnoaa nma
HapacTBaHe oT okosio 37 nbTn. OT gpyraTa
CTpaHa ca TpaAnUMOHHUTE NPOU3BOANTENN
B TO3W CeKTop KaTo [epMaHusa U SANoHuS,
KOWTO noaabp>aT OTHOCUTENHO CTabuaHu
HMBa, 6e3 ga peanusmpart pbcT. Mpu CALL,
KOATO € BoJell Npou3BoauTesl Ha aBTOMO-
6unn npes noutn uenmsa 20 Bek, ce pea-
nmsmpa cnag n ot 14,1% oOT CBETOBHOTO
npom3BoACTBO 3a 1999 rogmHa, kbMm 2015
3aema asan ot 6,07%. PuCcTbT Ha npoussoa-
CTBOTO Ha Nekn aBToMOb6WAKM 3@ NnocnegHuTe
2 AeceTusieTus ce ObJIXW Hali-Beye Ha pas-
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is mostly due to developing economies as
China, India, Brazil, Mexico, which become
the new “engines” of the industry. Tradi-
tional European producers like France,
Italy and Spain lose their production posi-
tions. The results reveal an abrupt redraw-
ing of the automobile industry global map,
respecting the tendencies of the globalized
world. Companies from the traditional pro-
ducer countries from the near past are
now becoming the main foreign investors.
They are being forced to international-
ize their activities, because of increased
competition and change of the economic
model, looking for ways to increase their
efficiency and maintain their international
competitiveness. For the host countries
of those investments, the foreign model
of production, which auto producers real-
ize, contains a big potential for extracting
many direct and spillover effects towards
the local economies.

80000000

BMBALUWN CE€ NKOHOMMUKM KaTo Kutan, NHaus,
bpasunnnsg, Mekcnko, KoUTo ce npeBpbLiaT
B HOBUTe ,ABuratenu" Ha uWHAYyCTpusTa.
TpaAnLUMOHHN eBPOMNenCcKn nNpon3BoanTenm
kato ®paHuusa, Ucnavma n Utanua rybar
cBOWUTE No3mumn. Tesn pesyntatn npeacra-
BAT pPSA3KOTO MNpeHayvyepTaBaHe Ha KapTtaTta
Ha aBToMobunHaTa MHAYCTpUs, Cbobpass-
Ballla ce C TeHAeHUuMuTe Ha rnobanusnpa-
HMa cBaT. KoMnaHuun OT TpaguUMOHHUTE
CTpaHu Npom3BoauTenu B 65IM3KOTO MMHANo
Ce MpeBpbLAT B OCHOBHM YyXAECTPaHHMU
nHeectutopu. Te 6mMBaT NpPUHYAEHWN Aa WH-
TepHauuoHanuM3anpaTt cBosiTa AeNHOCT, no-
paan yBesiMyeHa KOHKYPEHLMS U MpoMsiHa
Ha MKOHOMMYECKMS MoAeN, TbpCenku Ha-
UMHKM 3a BCe MO-edeKTUBHO NMPOM3BOACTBO
M 3amasBaHe Ha MeXAyHapoAHaTa CU KOH-
KypeHTOCNOoCO6HOCT. 3a npuemalyuTe cTpa-
HW, 3a4ArpaHNUYHOTO MPOU3BOACTBO, KOETO
aBTOMOOUMTHUTE KOMMaHWM OCbLLECTBSBAT,
npeacrasnsiBa npeay BCMYKO NoTeHLMan 3a
peann3npaHeTo Ha peaumua nNpekn n Kocee-
HM ePeKTN KbM MECTHUTE NKOHOMUKMU.
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Figure 1. Number of produced passenger cars for the period 1999-2015
durypa 1. bpoli npomnssBeaeHn nekn aBTomobunm 3a nepmoga 1999-2015 rogmHa

Source: International Organization of Motor Vehicle Manufacturers (2016)
N3TOouHMK: MexayHapoaHa opraHusauns Ha npoussoautenute Ha MIC (2016)

Nowadays the automobile industry is char-
acterized by a highly integrated production
system, which comprises and coordinates
the activity of hundreds of producers of au-
tomobile parts, assembled in one or more
affiliates in order to produce the end prod-
uct. Participation in such systems is based
on collaboration through mutual learning
and knowledge exchange for forming in-
ternational partnerships and engaging in a
single united production network (Miller,
2009).

ABTOMOGUNIHATa MHAYCTPUS CE XapaKTepu-
3Mpa C BWCOKO MHTErpvpaHa cucTeMa Ha
NpOM3BOACTBO, KOSATO 06xBalla M KOopAau-
HMpa AEMHOCTTa Ha CTOTULM NMpounsBoanTe-
M Ha aBTOMOOW/IHM KOMMOHEHTW, crnobsa-
BaHM B €4HO WM HSIKOJIKO aceMmbnupalim
npeanpusaTisa 3a GopMmMpaHe Ha KpanHus
npoaykT. Yyactmeto B nogobHa cuctema
Hanara CbTpyAHWYecTo Ha 6asa B3auMHO
yyeHe n o6bMeH Ha 3HaHuA 3a AoCTUraHe Ao
MeXxAayHapoaHO NapTHbOPCTBO M 06Bbp3Ba-
He B eAMHHa Npoun3BoACTBeHa Mpexa (Mto-
nep, 2009).
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A typical global delivery chain in automo-
bile industry contains the following main
groups (see figure 2):

e Assembly plants, which design and
assemble the end product;

e First-tier suppliers, which produce
the needed automobile components and
perform services for the assemblers;

e Second-tier suppliers, which pro-
duce separate parts and perform services,
which composite the components from
first level;

e Possible is the existence of third,
fourth and s.o. tiers, as the lowest tier is
for suppliers of raw materials for the upper
levels.

TununyHaTta rnobanHa Bepura Ha AOCTaBKU-
Te B aBTOMOOGW/IHaTa WHAYCTPUSA CbAbpXKa
cnegHUTe OCHOBHW Fpynu (BUMX ur. 2):

e AceMbaupalun npeanpuaTUs, Kou-
TO NpoeKTupaT u crinobssaTt KpamHUs Npo-
AyKT;

e [loCcTaBuMUM OT MbPBO HUBO, KOWUTO
NPOU3BEXAAT HY>XHUTE aBTOMOOUIHN KOM-
MOHEHTM M U3BBbPLUBAT yCyru 3a acemMbnm-
pawuTe NpeanpuaTus;

e [locTaBuMumM OT BTOPO HUBO, KOWUTO
Npou3BeXAaT OTAESIHM YacTu U U3BbLPLUBAT
yCnyru, BAM3allM B CbCTaBa Ha KOMMOHEH-
TUTE OT MbPBO HUBO;

e Bb3MOXHO € CblUecTBYBaHETO Ha
[OCTaBunLUM OT TPeTo, YEeTBbpTO U T.H.
HMBA, KaTO Hal-HUCKOTO HMBO Ce 3aema OT
CHabauTenu Ha CypoBMHW U MaTepuanu 3a
No-ropHuUTE HMBA.

Automobile First-tier

&

Distributor

y

assembler supplier

Third-tier
supplier

Second-tier
supplier

P Supplier of
raw materials

Figure 2. Typical global delivery chain in automobile industry

durypa 2. TunmyHa CTpyKTypa Ha rinobanHata Bepura Ha I0CTaBKUTE
B aBTOMOb6UNHaTa UHAYCTpUS

Source: adapted by UNCTAD (2001)
MU3TOuHMK: aganTtupaHo no YHKTA/ (2001)

About two decades ago a typical delivery
chain, formed by automobile producers,
integrated the activity of an average 170
first-tier suppliers, 4700 second-tier and
31600 from lower levels (Hill, 1989). Now-
adays there is a tendency for producers
to reduce the number of first-tier suppli-
ers, transferring them more responsibili-
ties regarding production coordination of
complex or whole groups of components
and forcing them to spend significant ex-
penses for R&D (Dicken, 2015). Increas-
ing the competencies and deeper link-
ages with few suppliers aims at reduction
of production cycle, optimized expenses,
increased production modernization and
others. Most of the assembling affiliates
and first-tier suppliers are foreign owned
companies (Mortimore, 1997; Pries, 1999)
and are being established in close prox-
imity to their markets. A first-tier supplier
can be an affiliate of the same corporate
group, but can also be an independent
producer of components for many auto-
mobile companies.

Distinguished are 6 types of functions (fig-

TunnyHaTa Bepura Ha AOCTaBKM 40 nNpeau
ABe pecetmneTtvs, popMupaHu OT aBTOMO-
6unHMTE npoms3BoAUTENM, BKKOYBA Aei-
HOCTTa Ha cpegHo 170 cHabauTens NbpBO
HnBo, 4700 ot BTOpPO M 31600 OT no-go-
nHuTe Hmea (Hill, 1989). B gHewHO Bpeme
CblLUECTBYBa TEHAEHUMS Ha npou3BoauTe-
nuTe ga peayuupat 6pos Ha AOCTaBUMUM
NMbpBO HWBO, MPEXBbPASNKM MM OTFOBOP-
HOCT BbpPXYy KOOpAWHMPAHE MpPOU3BOACTBO-
TO Ha C/TIOXKHU WIN LENU Fpynmv KOMMOHEHTU
N OCbLLECTBABAHE Ha 3HAYUTESTHN Pa3xXoau
3a HUPA (Dicken, 2015). 3acuneaHeTo Ha
KOMMNEeTeHUMNTE N No-AbN6OKNTE BPbH3KK C
Manko Ha 6pon cHabanTenu uenu cbkpawa-
BaHe Ha NPON3BOACTBEHUS LMKbB/, ONTUMN-
3auMs Ha pa3xoauTe, 3aCUIEHO MPOAYKTOBO
obHoBsIBaHe n ap. NoBeyeTo acembaupawm
dunmanm u [ocTtaByYMUM MbPBO HMBO Ca
yyxaectpaHHa cobcrBeHocT (Mortimore,
1997; Pries, 1999) n ce 6a3mpaTt B 6211M30CT
A0 TexHuTe nasapu. CHabauten oT MbpBO
HMBO MOXe ga 6bae dumnman Ha cbliaTa
KOprnopaTuBHa rpyna, HO CbLUO Taka M He-
3aBUCMM MPOU3BOANTEN Ha KOMMOHEHTM 3a
MHOro aBTOMOBUIHM KOMMaHUK.

Morat pga 6baart pasrpaHudenu (dur. 3)
6 BMaa yHKUMKU, C KOUTO Ce HaToBapBaT
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ure 3), which are being delegated to the
foreign affiliates of automobile TNCs. Their
distribution is determined by the specific
localization advantages of host countries
and from the motives, which are behind
each foreign direct investment. In general,
towards the weaker economies are being
transferred more simple activities as pack-
aging and components assembly. Towards
more industrial developed countries are
delegated functions, connected with more
specialized and high tech operations. Not
all corporate automobile activities are be-
ing transferred abroad with the same pace.
Those with the highest value added opera-
tions are usually kept within the company
headquarters. However due to technology
progress, trade liberalization and policy
for attracting FDI are encouraging the
transfer of all kinds of corporate functions
abroad. A distinctive feature of the sector
is also the outsourcing of distribution and
after sales activities to independent com-
panies. This could be beneficial to compa-
nies working with TNCs, as is the case of
Ford, which help their distributors through
introducing new techniques for better ser-
vice and increased efficiency (Dunning &
Lundan, 2008).

3aarpaHnyHmnTe Gunnanm Ha aBToMobMIHN-
Te THK. PasnpeneneHneTo uM ce onpeaens
OT crneumduyHUTe NoKaan3aunmoHHWU npe-
OVMCTBa Ha npueMalimte CTpaHu, KakTo U
OT MOTUBUTE, KOUTO CTOAT 3aj Bcaka M4YN.
B Han-o6uw, nnaH, kbM No-cnabo pasBUTU-
Te CTpaHu Ce NpexBbPAAT NPOCTU AENHOCTU
KaTo nakeTupaHe n acembnmpaHe Ha KOM-
NnoHeHTWU. Ha no-HanpegHanute B MHAYC-
TpuaneH acnekT WMKOHOMWKKM ce Bb3naraT
(dYHKUMKM, CBbP3aHM CbC cneumanusupa-
HM M BMCOKOTEXHOJIOTMYHWM onepauun. He
BCMYKWN AENHOCTM Ha aBTOMOOUIHUTE KOM-
naHum bmeaTt M3HacsHu B YyxbuHa c egHa-
KbB TeMmn. TakmBa C Hali-BMCOKa gobaBeHa
CTOMHOCT 0B6MKHOBEHO Ce 3ana3BaT B KOM-
naHuaTa Mmarka. opaan TeXHONOTrMYHUAT
Hanpeabk, nmbepanmsaumnaTta Ha Tbproeus-
Ta u nonmntmukuTte 3a M4 ce okypaxkasa pas-
NPOCTPAaHEHWETO Ha BCUUYKM KOPNOPaTUBHMU
dyHKUMK. OTIMUMTENIHA YepTa Ha ceKkTopa
€ M ayTcopCBaHe Ha AUCTPUBYLIMOHHM W
cneanpoaax6eHn yHKUMN KbM HE3aBUCU-
MW KOMMaHuW. Mo TO3n HaymH dupMm pa-
6oTewwm 3a THK morat ga nonydaT gonwi-
HUTENIHM NON3M, KaKbBTO e ciy4as ¢ dopa,
KOWTO nomaraT Ha cBouTe AUCTpubyTopu
ype3 BbBeXJaHe Ha HOBW TEXHWKM 3a Mo-
[obpn ycnyrm u yeenmnyeHa edeKTUBHOCT
(Dunning & Lundan, 2008).

Corporate functions of automobile TNC
¥ ¥ ¥ ' ¥ ¥
Administration Production of Distribution, .
and ass%?r:bl parts and marketing R&D Filrr:::faen?::d
organization y aquipment and sales

Figure 3. Possible functions of automobile TNC’s affiliates
durypa 3. BbamMoxHN PyHKUMM Ha dmnmanm Ha aBToMobunHuTe THK

Source: adapted by Dun & Bradstreet, 2000
MN3TOuYHMK: aganTupaHo no Dun & Bradstreet, 2000

Over time policies towards foreign direct
investment and international trade are
being liberalized, the set barriers are re-
placed by a number of measures for at-
traction of foreign investors, from which
situation automobile corporations take
good advantage. Attraction of investments
is becoming main priority for a given num-
ber of governments, because of their ex-
pectations for many positive effects. Do-
nahue (1997) gives an example with the
competition for incoming investment flows
in some regions of the USA, where dif-

C TeyeHne Ha BPEMETO NOSIMTUKNTE OTHOCHO
M4 n MexayHapogHaTa TbproBus crasaT
Bce no-nmbepanHu, nsgurHatmute bapuepm
OTCTbMBaT CBOETO MACTO Ha peauua CTu-
MYNM 3@ MPUBAMYAHE Ha YyXAW UHBECTU-
TOpW, OT KoeTo aBToMobunHuTe THK ymeno
ce Bb3nosseaT. [pmMBAMYAHETO Ha WHBEC-
TULMKN Ce nMpeBpbLla B OCHOBEH MpUopuUTeT
3@ MHOXEeCTBO MpaBuUTeNcTBa, nopagu no-
BULLEHMNTE OYaKBaHMSA 3a 3HAYUTENHW MON-
3n. [doHax (1997) pasa npumep c 6opbaTta
3@ BXOASILLUN MHBECTUMLUMU B HSKOU pamioHu
Ha CALL, kboeTto oTaenHUTe WaTtu ,Hajna-
BaT” eguH cpely Apyr 4ype3 KoMbuHauus
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ferent states outbid one against another
through a combination of transparency,
low taxes, subsidies and hidden promises
for regulatory leniency. A number of devel-
oping countries implement strategies for
attraction of foreign automobile investors,
based on cheap and qualified labour, pro-
motion measures, low taxes and ecologi-
cal standards as the one launched recently
in Malaysia (National Automotive Policy,
2014). Countries with already running au-
tomobile industry aim at its upgrade and
expansion to higher levels. During the last
decade, Brazil introduced such measures
(UNCTAD, 2014) aiming at investment at-
traction of more knowledge intensive func-
tions. As a result of this programme are
attracted significant amount of investment
in production, increase of innovation and
R&D, as well as deepening of the linkages,
which foreign owned companies create
with local economies.

III. Profile of FDI in the Bulgarian au-
tomobile parts production sector

During the last decade Bulgaria became
an attractive territory for significant inflow
of foreign direct investments within the
automobile parts production branch. As of
2015 the foreign owned companies con-
stitute a total of 35,62% of the total num-
ber of enterprises, but realize 89,00% of
the revenues and 86,57% of the employ-
ment in sector C 29.3 “Production of auto-
mobile parts and accessories” (NACE.BG,
2008). As automobile production is linked
with suppliers from many other industries
like rubber, glass, ceramics, textile, metal,
chemical production, the number of firms
producing automobile parts is likely to be
even bigger. Available data reveal a fast
growing branch of the Bulgarian economy
and high ambitions, striving at turning
the country into “a regional and strategic
center for production of parts and acces-
sories for the automobile industry” (Plev-
neliev, 2013). However, the lack of realis-
tic evaluation and notion of the effects of
foreign owned companies’ activities in the
sector, turn their measurement into a ne-
cessity, in order to create a relevant policy
about their future promotion and deepen-
ing of linkages.

OT NPO3pPayYHOCT, HUCKM AaHbuMK, cybcnamm
N cKpuTn obellaHnsa 3a perynaTtopHa CHU3-
XoAUTenHocT. Peanua passuBalum ce cTpa-
HM Cb34aBaT CTpaTernu 3a npuBAMYaHE Ha
MY B aBTOMOOWUIIOCTPOEHETO, 6asmpaHu
Ha eBTUH U KBanuduumpaH Tpya, CTUMYNu
3a MHBECTMpaHEe, HUCKM AaHbLUM U eKOso-
rMYHM HOpMU, KaTo nogobeH npumep e Ma-
nansunsa (National Automotive Policy, 2014).
CrtpaHu c Be4ye dopMmpaHa aBTOMOOWIIHA
MHAOYCTPUS LenaT HagrpaxkaaHe n goctura-
He Ha Mo-BMCOKW HMBa Ha passuTume. lNpe3
nocnegHoTo Jecetunetne bpasunna Bb-
Bexkaa nogobHu ctumynun (UNCTAD, 2014),
Lenswm npuvBanMYaHe Ha WMHBECTUUMM BbB
dunmnanm ¢ no-HaykoemMkn dyHkumm. Kato
pe3ynTaT ca Hasuue 3HAYMTEeNIHU UHBECTU-
LMKN B NPOM3BOACTBOTO, 3aCM/IBaHE Ha MHO-
BaLMOHHaTa M Hay4yHo-u3cnepoBaTesickata
OENHOCT, KakKTo 1 3aabniboyaBaHe Ha Bpb3-
KWUTE, KOWUTO Npeanpusatusita C Jyxaec-
TPaHHO y4acTue OCblLecTBSBaAT C MecTHaTa
WKOHOMMKA.

III. NMpocdun Ha NMYHYU B npon3BoACTBOTO
Ha aBTO Yyactu B Bbnrapuna

lMpe3 nocnegHoTo aecetunetne bbnrapus
ce npespblua B NpuBeKaTesiHa Teputopus
3@ MHBECTULMWN 4Ype3 u3rpaxgaHe Ha MHO-
XKEeCTBO 4y>XXAeCTpaHHM MpoeKTn B aBTo-
MobunHaTta nHayctpuda. Kem 2015 roauHa
npeanpusaTusaTa C vyxaectpaHHa cobcree-
HoCcT copmupaT 35,62% oT obwma 6poi
KoMnaHuu, Ho peanmaunpat 89,00% oT npwu-
xoante n 86,57% oT paboTHUTE MecTa B
rpyna C 29.3 ,lMpon3BOACTBO Ha 4acTu u
npuUHaanexHoctn 3a astomobunun™ (KWUA,
2008). T KaToO MHAYCTpUsiTa € CBbp3a-
Ha C AOCTaBKM OT MHOMO ApYyru nNpowvssofa-
CTBa KaTo rymMu, CTbKna, Kepamumka, Tek-
CTUN, METaNn, XMMMUYECKN NpoayKTH, 6poaT
durpMm npomssexgawm aBTOMOOUIHN KOM-
MOHEHTM HAM-BEPOSITHO € Olle MOo-rofsMm.
JoCcTbnHUTE AaHHW pa3KpuBaT pasBUTMETO
Ha Maag n 6bp3opasBuMBall ce OTpachb/ Ha
6bnrapckata MKOHOMMKA, KaTO CTPEMEXbT
€ NpeBpbLUAHETO Ha CTpaHaTa HU B ,peru-
OHaneH u crpaternMyecku LEeHTbp 3a npo-
M3BOACTBO HAa KOMMOHEHTU M akcecoapu 3a
aBToMobunHata mHayctpua” (MnesHenues,
2013). JluncaTa Ha peanHa oUeHKa u npea-
CTaBa 3a edeKkTuTe OT AeMHOCTTa Ha npea-
npuaTUSaTa C 4yXAecTpaHHa co6CTBEHOCT
B CEKTOpa MpeBpbLaT TAXHOTO M3MepBaHe
B HeobxoauMoCT, 3a aa 6bae paspaboTeHa
peneBaHTHa NOMMTMKA 3@ TAXHOTO 6bAeLLo
CTUMYNIMPAHE U MakCUMU3MpPaAHE Ha Mo3u-
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Presented are the results of an empirical
study among 16 foreign owned compa-
nies from BG sector C 29.3 “Production of
automobile parts and accessories”, which
represent 61,54% from the total extract
(NSI, 2016). The survey was conducted
through personal meetings and interviews
with the foreign investors’ representa-
tives during the period November 2015
- February 2016. The questionnaire used,
consists of 20 questions, framed within 4
panels, which are grouped according to
their specifics and focus: characteristics
of the FDI, the intensity of realized link-
ages with local companies, potential FDI
promotion policies and common profile of
the respondents. Other research methods
used include statistical methods, special-
ized software for analysis of received data,
comparative analysis, etc. An attempt is
made to reveal the profile of foreign in-
vestor, creating the most significant link-
ages with local companies, which can help
policy makers with future FDI initiatives.

Most of the foreign owned companies
(68,75%) producing auto parts in Bulgaria
are first-tier suppliers and deliver direct-
ly to the car assembly plants. Half of the
companies reveal that they are second
or lower level suppliers and only 12,5%
sell their products directly through com-
mercial network. A possible explanation is
that TNC's affiliates, based in Bulgaria are
highly integrated within the international
production networks.

The main motives behind the foreign di-
rect investment in Bulgaria are the stock
of qualified and cheap labour (rated re-
spectively 3,25 and 4,13 out of 5), low
taxes (3,38) and favourable location to-
wards their markets (2,31). Relatively
insignificant according to the given rat-
ings for investment reason are Bulgarian
market access (0,31), natural resources
(0,56), strategic assets (0,69) and invest-
ment promotion measures (1,13). Regret-
tably the most attractive advantages of
the country are cheap labour and low tax-
es, which have relatively cyclical character
and are not a basis for long lasting invest-
ments. Local institution and policy makers
should work towards binding the TNC's af-
filiates with the Bulgarian economy.

Te OT TaX.

MpencraBeHn ca pe3yntaTuTe oT eMnuMpuy-
HO nMpoy4BaHe Mexay 16 dunuana Ha THK B
Bbvnrapua ot rpyna C 29.3 ,[1pon3BoACTBO
Ha 4YacTu 1M NpUHAANEXHOCTU 3a aBTOMOOU-
nn®, koeto npeacrasnssa 61,54% ot 06-
waTta nasagka (HCWU, 2016). N3cnegsaHeTo
€ NPOBEAEHO Ype3 IMYHWN CPeLMn U NHTep-
BIOT@ C MpeACTaBUTENN Ha 4yXAEeCTpaHHU
MHBeCTUTOpPK nNpe3 nepunoaa Hoemepu 2015
- ®eBpyapun 2016. M3nonssaHaTa aHKeTHa
KapTa ce cbcTom oT 20 Bbnpoca, o60cobeHmn
B YETMPW YacTu, rpynmpaHn CnpsiMo TEXHU-
Te cneunduKky 1 HaCoUYeHOCT: XapaKTepuc-
TUKU Ha MYUN, nHTeH3nTeT Ha peanu3sunpa-
HU BPb3KW C MECTHM HUPMKU, NOTEHUMATHMU
HACOKM 3a 3acusiBaHe Ha Bpb3kUTE M 06Ly
npodunn Ha pecnoHaeHTuTe. pyru nsnons-
BaHW M3CnefoBaTeNICKM MeToAu BKAOYBAT
CTaTUCTUYECKM METOAW, BKJ. Creunanmsu-
paH codTyep 3a aHanM3 Ha AaHHW, cpaB-
HUTeNeH aHanus u ap. HanpaeeH e onuT aa
ce u3Beae NpoduNbT Ha YyXa UHBECTUTOP,
Cb3aaBall Hal-3HAUYMMM BPb3KM C MECTHU-
Te dmpMmn, KOETo Aa NOMOrHe 3a gopmmpa-
He Ha 6baeLwm NONUTUKN 3a NPUBINYAHE Ha
n4yn.

MoeeueTo oT dunmanute Ha THK (68,75%),
npomseexgawm aBTo 4acTm B bbnrapwus,
Ca NMbpBO HMBO CHAbaMTENU N U3HACAT Au-
peKTHO 3a aceMbnupalwimTe NpeanpusaTus.
MonoBnHaTta KOMMaHMW 3asBABaT, 4e ca
AOCTaBYMLUM OT BTOPO MM MO-HUCKO HMBO
n camo 12,5% oT npeanpuatTnaTa AoCTaBAaT
NpoAYKTUTE CU OAMPEKTHO KbM TbproBcKaTta
Mpexa. Bb3MoxHO obsicHeHue e, Ye dunn-
anute Ha THK, 6a3npaHun B cTpaHaTa, ca C
BMCOKW paBHWULLA Ha WHTErpMpaHe B Mex-
AyHapoaHWUTe NPOM3BOACTBEHN MPEXM.
OcHoBHUTe MOoTUBM 3aa MY B Bunrapus ca
3anacbT Ha KBanMduuMpaHa U eBTUHA pa-
60THa pbka (oLeHeHn pecnekTuBHO C 3,25
n 4,13 ot 5), HUCKMTe adaHbum (3,38) wu
6,1aronpuUsSiTHOTO MECTOMOJIOXKEHMNE CMPSAMO
nasapute (2,31). OTHOCUTENIHO He3Hauu-
TeNHM ca oOueHeHW AoCTbMNa A0 6barapckms
nasap (0,31), pecypcm (0,56), cTpaTternye-
ckn aktuem (0,69) U CTUMynM 3a NpUBAU-
yaHe Ha wuHBectmumm (1,13). 3a cbxane-
HMe Hal-npuBNeKaTeHUTE NpeanMCTBa Ha
CTpaHaTa ca eBTUH TPyA U HUCKU AaHbLM,
KOWUTO MMaT KOHIOHKTYPEH XapaKTep M He
BOAAT A0 TpaeH MHBECTUMLMOHEH WHTepec.
MeCTHUTE MHCTUTYUUM 1 paspaboTeawmTte
nonutnkn Tpsibea ga paboTar KbM 06BBLP3-
BaHe Ha dunmanute Ha THK kbM 6barap-
cKaTa MKOHOMMKa.
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According to the survey, the highest share
of 62,5% of automobile TNC’s affiliates
have started production in Bulgaria within
the last 10 years. From a certain point of
view, such a high level of freshly joined
companies leaves a room for policy pro-
motion of increasing and deepening the
linkages with other Bulgarian companies.
Specific feature of the automobile corpo-
rations worldwide is that they spend about
75% of the final cost for delivery of com-
ponents (European Commission, 2009).
Such suppliers are specialized in exact
component and because of their specific
focus realize significant economies of scale
and scope. Most significant linkages with
local companies are usually created be-
tween first-tier and suppliers from lower
levels. Often TNC's affiliates set high re-
quirements for mutual work which are
impossible to be covered by local SMEs.
Nevertheless, local suppliers that manage
to cover those requirements can receive
higher productivity, technology upgrade
and increased exports (Yoon, 1994; Gani-
atsos, 2000).

In the case of Bulgaria we find relatively
low levels of local deliveries, which on av-
erage vary between 10-30%. More than
half (56,25%) of the foreign owned com-
panies state that they rely only on im-
ports. Main reasons pointed out by their
managers is the lack of appropriate local
suppliers (rated 76,92%) and relative-
ly high market prices (38,46%). Vertical
linkages “forward” to local distributors and
clients are even more limited, as 93,75%
of the foreign owned companies state that
their whole production is realized through
exports. The main reason given is the ex-
istence of guaranteed foreign markets in
86,67% of the cases and the lack of lo-
cal clients and distributors (46,67%) for
their products. Those figures speak of
low levels of absorptive capacity of
the Bulgarian automobile production and
TNC's affiliates acting as an enclave in
local economy. Policy makers should fo-
cus on applying specific linkages promo-
tion measures, which can not only lead to
higher spillover effects to local firms, but
will make it more costly for TNCs’ affili-
ates to relocate their activities in another
investment destination.

Cnopen vn3cnenBaHeTO, Hal-BWMCOK Asin OT
62,5% ot aBTOMOb6UNHUTE punmanm Ha THK
CcTapTupaTt Npou3BoACTBO B bbnrapus npes
nocnegHnte 10 rogmHu. MoaobHM BUCOKMK
CTOMHOCTM Ha HACKOpO Hasfe3nu Komna-
HMW Cb34aBa Bb3MOXHOCT 3a NMPOMOTUPaHe
Ha MOJNTMKM 3a yBenn4yaBaHe M 3aabnbo-
YyaBaHe Ha BPb3KUTE, OCbHLUECTBABAHU C
6barapckm GupMm. XapakTepHa 4yepTa Ha
asTomobunHute THK B cBeToBeH Mawab
e, Yye pasxonsaT okono 75% ot cebecrton-
HOCTTa Ha aBToMobMIa 3a HEroBuM KOMMO-
HeHTu (European Commission, 2009). Mo-
Ao6HW pocTaBuMumM ce crneuyvanusmpaT B
onpeaeneH KOMNOHEHT 1 6narogapeHune Ha
cBos cneundmnyeH HoKyc peanusuvparT 3Ha-
YMTENHM MKOHOMUM OT Mawaba n obxeaTta.
Han-3HauMMn Bpb3KM C MECTHWU KOMMaHWUMU
0bMKHOBEHO Ce Cb3gaBaT MeXay AO0CTaB-
YMUM OT NMBPBO HWMBO U MO-HUCKUTE HUBA.
Yecto THK HanaraT BUMCOKM M3UCKBAHUS 3a
CcbBMecTHa paboTa, KOUTO ce okasBaT He-
Bb3MOXHU 3a U3nbJHeHue oT MectHn MCIT.
Bbnpekn ToBa, MECTHUTE AOCTaBYNLIN, KOU-
TO ycrnesT Aa MNOKPUSAT HOpMUTe, MoraTt Ada
NOCTUIHAT MO-BMCOKA MPOU3BOAUTENHOCT,
TEXHOSIOMMYHO OBHOBNEHNE U YBENTNYEH N3-
Hoc (Yoon, 1994; Ganiatsos, 2000).

B cnydyas Ha Bbbnrapus oTKpuBame OTHO-
CUTENHO HUCKM HMBA Ha MECTHW AOCTaBKW,
KOUTo BapupaT cpegHo Mexay 10-30%.
MoBeye oT nonoemHata (56,25%) ot dunnu-
anute Ha THK 3aaBgBaT, ye pa3uuTaT camo
Ha BHOC. OCHOBHMTE NPUYNHMU, MOCOYEHN OT
MEeHUIXbpUTE, Ca NuncaTa Ha NoaxoAsLm
MeCTHW poctaBumumn (76,92%) n oTHOCKU-
TenHO BMCOKUTE nasapHu ueHn (38,46%).
BepTukanHu Bpb3KWU ,Hamnpen' KbM MecCT-
HU AUCTPUOYTOPU M KIMEHTU ca AOpM No-
orpaHunyeHu, kato 93,75% ot dunuanurte
Ha THK 3aaBgBaT, ye usanarta rnpouvsseneHa
npoayKums ce peanmsnpa ypes nsHoc. Kato
OCHOBHa MpuW4YyMHa Cce Mnoco4vBa Hanndume-
TO Ha rapaHTMpaH 4yXaecTpaHeH nasap B
86,67% OT cny4auTe n nurncaTta Ha MeCcTHMU
KNMeHTn n gnctpubytopun (46,67%) 3a Te-
XHU NpoAyKTU. MoaobHM CTOMHOCTU rOBO-
psST 3a HUCKM HUBa Ha abcop6unoHeH
KanauuTter Ha 6bsrapckata aBToMoObu/Ha
nHaoycTpusa n dunmanm Ha THK oT aHkna-
BeH Ttun. lMonutnkute Tpsabesa pa ce do-
KycupaT BbpXy NpwunaraHe Ha CTUMyNM 3a
NpOMOTUPaHe Ha BPb3KK, KOUTO HE CaMo Aa
BOAAT A0 MO-BUCOKM KOCBEHU edeKTU KbM
MeCTHM (GupMK, HO M Aa MoBMWAT LeHaTa
Ha eBeHTya/IHOTO penaTpupaHe Ha MHBecC-
TUUMMTE KbM APYrY AECTUHALNM.
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Empirical data show a wide range of for-
eign investors, in terms of their country
of origin. Their investment profile is most-
ly originating from Turkey (28,13%) and
Germany (25,00%). The EU membership
certainly gave its reflection on Bulgarian
economy, as 59,38% of the FDI in auto-
mobile parts production come from other
EU members. The organizational entry
modes used are mainly through greenfield
investment (75,00%), newly created joint
ventures (12,5%) and brownfield invest-
ment (12,5%). According to theory, such a
high level of new companies suggests sig-
nificant direct effects from their activities
and subsequent profit reinvestments. On
the other hand such enterprises are char-
acterized by low linkages with local econ-
omy, which is confirmed in the previous
paragraph. None of the analyzed enter-
prises chose the option of organizational
entry mode through mergers and acquisi-
tion without future modernization of tech-
nologies, staff and other. This could be due
to the industry’s initial phase of develop-
ment, its technological intensity and need
for ongoing modernization.

IV. Conclusions

As a conclusion we can summarize, that
the automobile industry has turned into
one of the most globalized sectors of the
world economy. Liberalization of world
markets, combined with favorable regimes
towards FDI attraction made possible for
a short period of time to redraw the world
map of automobile producers. For host
countries, like the case of Bulgaria, such
foreign production through FDI holds a
great potential for a number of direct and
spillover effects to the local economy.

The presented figures speak of low lev-
els of absorptive capacity of the Bul-
garian automobile production industry.
TNCs’ affiliates are most likely acting as
an enclaves in the economy, because of
their high levels of integration within the
international production networks. Main
motives for initiating FDI are cheap la-
bour and low taxes, which by itself is a big
threat towards the future development of
the Bulgarian automobile industry. Policy

EMNMpuYHMTE AaHHM NOKa3BaT WMPOK MNpo-
dnn Ha MHBECTMTOpM, OT regHa Tovka Ha
TAXHaTa CTpaHa Ha npousxoa. Hali-mMHo-
ro 4y>XAecTpaHHM WHBECTUTOPWU B CEKTopa
npousnmsat oT Typums (28,13%) v Nepma-
HMS (25%). YneHcTBOTO Ha cTpaHaTa B EC
onpeneneHo AaBa CBOETO OTpaXKeHue, Tbi
kaTto 59,38% ot MY wasaTt oT Apyru une-
HOBe Ha Cbto3a. M3nonssaHuTe opraHusa-
LUMOHHM (POPMKU 3a HaBIM3aHe ca OCHOBHO
ype3 uHBecTUUnM ,Ha 3eneHo" (75,00%),
HOBOCb34aJeHM CbBMECTHM npeanpus-
™8 (12,5%) »n nHBectMumm ,Ha kadaso"
(12,5%). Cnopen TeopusaTa, nogobHu BU-
COKM paBHMLLA Ha HOBM KOMMNaHWu npeano-
nara 3HauuTenHu npekn edekTn OT TeEXHU-
Te AeMHOCTU 1 NoCNneABalln PpeNHBECTULNM
Ha neyanbute. OT Apyra cTpaHa NoAo6HM
KOMMaHnuM ce XapakTepm3upaTr C HUCKMK
BPb3KM C MeCTHaTa WKOHOMMKA, KOeTo ce
noTebpXAaBa B npeaxoaHus naparpad.
HWTO eaHO OT macneaBaHUTe NpeanpuaTUs
He n3bupa popmMa 3a HaBIM3aHe Ypes3 Cn-
BaHe M nornbwaHe 6e3 nocneasawia Mo-
AepHM3auns Ha TEXHOMOrMNTE, NepcoHan u
Ap. ToBa MoOXe [a ce Ab/IKU Ha MbpBOHA-
yanHuTe ¢dasa Ha pa3BUTME Ha OTpacbna,
TEXHONIOMMYHUSA UHTEH3UTET U HyXaaTa oT
npoab/kasalo 0bHoBeHMeE.

IV. N3Boan 1 npenopbku

B 3akntoueHmne MoxeM aa 06o6wmmM, ye aB-
ToMObBMAIHATA MHAYCTPUS Ce e npeBbpHana
B €AMH OT Han-rnobanmsnpaHuTe cekTopu
Ha CcBeTOBHaTa MKOHOMMKaA. Jlnbepanusa-
UMATa Ha CBETOBHMUTE Ma3apu, CbYeTaHu
c 6naronpuaTHUTE peXMMM OTHOCHO MNpwU-
BM4yaHeTo Ha YU nossongsaT Ha THK 3a
KpaTbK nepuoj fa npeHadepTadT KapTa-
Ta Ha aBTOMOGUNHWUTE nMpomsBoaAnTENn. 3a
npuemMalinTe CTpaHu, KakbBTO € c/y4das Ha
Bbnrapus, nogobHM yyxaecTpaHHM Npons-
BoAactBa upe3 YU, cbabpxaT noteHuman
3a peanm3npaHeTo Ha peamua npekn u Koc-
BEeHU edeKTn KbM MeCTHaTa MKOHOMMKA.

MpeacraBeHUTe faHHW FOBOPST 3@ HUCKMU
HMBa Ha a6bco6pLUMOHEeH KanauuTeT Ha
6barapckoto asToMobunocrtpoeHe. duaun-
anute Ha THK ca Han-BeposATHO OT aHKna-
BEH TWUM, NOpaAn BMCOKUTE HMBA MHTErpu-
paHe B MeXAyHapoAHUTe NMpou3BOLACTBEHMU
Mpexn. OCHOBHW MOTUBM 3a OCbLLECTBsBa-
He Ha YU ca eBTUH TPyA U HUCKM AaHb-
LM, KOEeTO npeacTaBnsBa ronsMa 3sarnsaxa
3a 6baewoTo pa3BuTUe Ha aBToMobunHaTa
nHayctpus. Cb3gaBaHuTe NOUTUKK Tpsab-
Ba Aa ce doKycmpaT BbpXy npuiaraHe Ha
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makers should focus on applying specific
linkages promotion measures, which can
not only lead to higher spillover effects to
local firms, but will make it more costly for
TNCs’ affiliates to relocate their activities
in another investment destination.

CTUMY/IN 3@ MPOMOTUPAHE Ha BPb3KW, KOM-
TO He caMo Aa BOASIT A0 MO-BUCOKM KOCBE-
HU edheKTU KbM MEeCTHU DUPMU, HO U KbM
MoBMLUABaHE LieHaTa Ha €BEHTYyasIHOTO pe-
naTpvpaHe Ha MWHBECTUUMUTE KbM ApYru
AeCTUHauuu.
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