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Abstract 

The Danube provinces of Bulgaria are among the least developed 
NUTS3 regions in the country and in the EU. From that point of 
view, overcoming of their socio-economic underdevelopment is 
not only of particular interest for the Bulgarian regional policy, but 
is also at the base of realizing a successful strategy for sustainable 
territorial development of the cross-border region Romania-
Bulgaria. Being a key factor in the discourse of regional 
development, the FDI should be scrutinized in a view to uncover 
the main regularities and trends in these provinces, as well as 
potentials and perspectives ahead of the separate administrative 
units. The analysis of some key indicators connected with the 
dynamics and distribution of the FDI stocks and their per capita 
ratio, with the FDI density, and with the proportion FDI-GDP, 
demonstrates the lack of a distinct and typical for all Danube 
provinces of Bulgaria trend in the investment activity. However, 
we find out a common feature in their spatial localization models – 
the predominant concentration of FDI in the regional centres. The 
study also discloses the correlations between sectoral structure 
and FDI supplies, as well as the FDI’s role for the changes in 
some key economic, social, and demographic indicators’ values in 
these provinces. The quantitative analysis’ results are 
complemented with qualitative characteristics of the processes as 
we put special emphasis on factors such as: the insufficient 
capacity for creating agglomeration effects; the lack of 
clusterization based on joint initiatives of the provinces; the 
relatively weak impact of the free trade zones and the industrial 
zones; the poor connectivity with the national transport system. 
The elaborated systematic territorial study of the foreign 
investments’ spatial models in the Danube provinces of Bulgaria is 
a solid base for designing/implementing a differentiated, 
adequate, flexible, and proactive regional and local policies. 
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Rezumat. Analiza comparativă a modelelor de 
localizare spațială ale investițiilor străine directe 
în provinciile dunărene din Bulgaria 

Provinciile dunărene din Bulgaria se numără printre cele mai puțin 
dezvoltate regiuni NUTS3 din țară și din UE. Din acest punct de 
vedere, depășirea subdezvoltării lor socio-economice nu reprezintă 
numai un interes deosebit pentru politica regională din Bulgaria, 
dar stă, de asemenea, la baza realizării unei strategii de succes 
pentru dezvoltarea teritorială durabilă a regiunii transfrontaliere 
România-Bulgaria. Fiind un factor cheie în discursul dezvoltării 
regionale, investițiile străine directe ar trebui controlate în scopul 
de a descoperi principalele legități și tendințe din aceste provincii, 
precum și potențialul și perspectivele viitoarea ale acestor unități 
administrative, privite separat. Analiza unor indicatori cheie legați 
de dinamica și distribuția stocurilor de ISD și a raportului acestora 
pe cap de locuitor, cu densitatea ISD, și cu proporția ISD-PIB, 
demonstrează lipsa unei tendințe distincte și tipice pentru toate 
provinciile dunărene din Bulgaria în activitatea de investiții. Cu 
toate acestea, descoperim o trăsătură comună în modelele lor de 
localizare spațială - concentrația predominantă a ISD în centrele 
regionale. Studiul a prezentat, de asemenea, corelațiile dintre 
structura sectorială și livrările de ISD, precum și rolul ISD pentru 
modificările valorilor unor indicatori economici, sociali și 
demografici cheie din aceste provincii. Rezultatele analizei 
cantitative sunt completate de caracteristici calitative ale 
proceselor deoarece s-a pus un accent deosebit pe factorii 
următori: capacitatea insuficientă pentru a crea efecte de 
aglomerare; lipsa de clusterizare pe baza inițiativelor comune ale 
provinciilor; impactul relativ slab al zonelor comerciale libere și 
zonelor industriale; conectivitate slabă cu sistemul național de 
transport. Studiul teritorial sistematic elaborat al modelelor 
spațiale ale investițiilor străine în provinciile dunărene din Bulgaria 
este o bază solidă pentru proiectarea/ implementarea politicilor 
regionale și locale diferențiate, adecvate, flexibile și proactive. 

Cuvinte-cheie: investiţii directe străine, modele de localizare, 
regiunile Dunării, dezvoltare regională, Bulgaria 

Introduction 

The foreign direct investments (FDI), perceived 
as a system of interconnected macro-, meso-, and 

microeconomic categories, are capable to change 
and transform the regional systems, as well as to 

influence the economic, social, demographic, and 

even cultural characteristics of the space. The 
conceptual integral model of the FDI is a multitude 

of elements that prove to be important factors for 
growth/recession, dynamics, intension, mobility, 

innovations, divergence, turbulence, and many other 

key attributes of the contemporary world.  

A complete methodology for measuring the 
territorial socio-economic efficiency of foreign 

investment has not been yet developed. In terms of 
geographical analysis, the territorial effects are of 

peculiar interest, especially the relationship between 

FDI and local development, as well as their role in 
the transformation of the environment (Borensztein 

et al., 1998; Casi and Resmini, 2012). Scientific 
researches suggest that FDI’s impact depends to a 

large extent on the interactions of many diverse 

factors, such as: specifics of investors and industrial 
sectors, local economic structure and processes, 

absorption capacities, local cultural characteristics, 
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etc., thus FDI could have a very controversial role ‒ 

rather positive or negative. 

Benefits are reported primarily in terms of higher 
budget revenues, deficit reduction, job creation, 

increase in high-tech industries and their 

participation in export, etc. (Pavlinek, 2009). The 
fact that FDI don’t create debt for the state makes 

them attractive and desirable despite some possible 
negative consequences. The deployment of the 

foreign investors’ activities is usually accompanied 

with a growth effect in the national and regional 
competitiveness, as well as with accelerated 

development of export-oriented economy in some 
areas. The effects of attracted investments may be 

direct and indirect ‒ associated with the effect of 

foreign companies on the development of local 
businesses, with the influence on specific industries, 

and with stimulation of local investments. The 

indirect economic effects by the migration of capitals 
should not be neglected as they are often associated 

with the revival of the real estate market, the 
appearance of new market players, diversification 

and increase in the levels of wholesale and retail 
businesses. 

The entry of foreign capital may also cause some 

negative effects, such as pushing domestic 
companies out of the market and isolation of local 

companies in the process of supplying, logistics and 
other operations. There are many cases where 

foreign investors do not use local physical and 

human resources. In such situations FDI don’t 
stimulate the regional development as they have 

"enclave" patterns of functioning that doesn’t bring 
sensible direct or indirect benefits to the locality and 

its surroundings. Foreign capitals could also increase 

the dependence of national and regional economies 
from the world economy and the global network. 

Also monopolization and closing of the production 
cycle in some economic activities by foreign 

investors may induce some tension among local 
communities. Foreign companies in disadvantaged 

regions create jobs, but in many cases that does not 

lead to an increase in income, to adoption of new 
manufacturing and managerial culture, or to 

stimulation of the local suppliers. That could 
intensify the instability of the local economy with the 

role of the foreign investors limited to isolated and 

indifferent presence.  
The fact that FDI could rather increase 

sustainability or provoke instability in the systems is 
an indicator that there should be individual 

approaches towards different administrative units 
and that we need to create an actual picture of the 

regional crises and investment localization in the 

context of the territorial concentration and diffusion 
(Dunning and Gugler, 2008). Moreover, researches 

provide evidences that the FDI are an important 

accelerator of economic growth, but serve at the 

same time as a stimulant for the widening 

disproportions in and between the regions. 
Therefore, the migration of foreign capital may 

intensify the processes and lead to crisis in the 
spatial relationship between the centre and the 

periphery. The places where the TNCs (transnational 

corporations) are positioned could turn into growth 
poles and change the territorial structure of the 

society. In urbanization-agglomeration scenario the 
economic diversity (that can be induced by FDI) is a 

key factor for regional development and self-
organization with synergic effect. 

The analysis in this paper is based on the 

hypothesis that FDI could be crucial for the 
underdeveloped regions/countries due to the deficit 

of domestic financial resources and the pressing 
need for intensive enterprise restructuring and 

technological innovations. Thus, the inclusion of the 

peripheral territories in the internationalization of 
the economic processes through attracting strategic 

investors is an opportunity to draw these areas out 
of the economic isolation and to change their 

economic behaviour stereotypes. Taking all that into 
consideration, our primary task is to scrutinize FDI’s 

spatial localization models in the Danube provinces 

of Bulgaria and uncover the specifics of the 
investment processes in these peripheral parts of 

the country. In order to do that, we apply a mixture 
of quantitative and qualitative analyses, also treating 

the role of the Danube NUTS3 regions within the 

whole country. 
There are several notions/interpretations of the 

term “Danube regions”, thus the diverse national 
and EU Danube development strategies and 

programmes list different Bulgarian provinces 

(NUTS3 regions). That is why the first thing we 
should do is determining the territorial scope of our 

research. What we do in this paper is to concentrate 
on the regions that have direct contact with the 

Danube, i.e. the Bulgarian Danube-adjacent NUTS3 

regions ‒ these are from west to east the following: 

Vidin, Montana, Vratsa, Pleven, Veliko Tarnovo, 

Ruse, and Silistra. 

Theoretical framework 

Though there has been considerable theoretical 

work on foreign direct investments, there is no 

agreed model providing the basis for empirical work 
(Bevan and Estrin, 2000). Notwithstanding, the 

different theoretical approaches provide us with an 
opportunity to disguise some of the key FDI 

determinants that could explain the empirical 

results, the observed FDI spatial localization models, 
as well as the different FDI attractiveness of the 

regions. In order to uncover the channels through 
which capitals and new technology flow, it is 
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important to have an understanding of the long-run 

determinants of the pattern of FDI stocks, both in 

terms of the characteristics of the home country and 
industry, as well as those of the host country 

(Barrell and Pain, 1997). 
Vernon’s product cycle approach (1979) explains 

FDI as a firm’s reaction to product imitations by 

rivals, or to a drop in sales because of domestic 
market saturation. A product innovation, which is in 

an advanced stage of the product cycle after its 
successful market introduction and the 

standardisation of production, could require FDI for 
two reasons: firstly, domestic markets could be 

supplied at lower prices by a network of traditional 

expensive domestic production plants and new 
foreign production plants with lower production 

costs. This leads to relatively lower consumer prices 
by mixed calculation which could increase total sales 

again. Secondly, there is a chance of increasing 

exports through foreign sales affiliates which are 
closer to the local markets. 

Dunning’s eclectic paradigm explains FDI by a 
simultaneous occurrence of three necessary 

conditions for a domestic parent company: 1) 
Company-specific competitive advantages, e.g. 

product innovation, management know-how; 2) 

internalisation advantages, e.g. protection against 
foreign cooperation partners who might imitate the 

domestic firm’s competitive advantage; 3) location 
advantages, e.g. lower labour costs, faster working 

bureaucracy (Dunning, 1991). 

Although both these theoretical approaches are 
primarily designed to explain why firms are 

encouraged to invest abroad, certain modifications 
of their concepts could also be helpful in 

understanding investment flows between different 

regions within a country or across state boundaries. 
Taking into account the theoretical framework, 

Knödler and Albertshauser (2001) state that the 
location disparities are expected to be smaller within 

a country than between regions from different 
countries.  

The probability that a foreign firm locates in a 

particular region depends on how the characteristics 
of that territorial entity affect profits relative to the 

characteristics of all the other alternative regions 
where the given firm could potentially make 

investments. Those regional characteristics 

nowadays are even more important given that the 
process of European integration has reduced the 

national specificities perceived by multinationals and 
that regions within Europe compete to attract FDIs 

more across than within countries (Basile et al., 
2008). That is why multinational firms often consider 

regions across countries as closer substitutes than 

regions within national boundaries. 
Many studies have tried to shed light on the main 

factors for attracting FDI at local and regional level. 

The literature on the location-related determinants 

of FDI proposes few important factors that are able 

to condition investors’ choice of a location for their 
production plants. These factors can be conditionally 

grouped into two broad sets, i.e. demand factors 
and supply characteristics (Casi and Resmini, 2011). 

Local demand conditions usually refer to market 

size, market access and growth prospects. The size 
of the local market as well as access to other 

neighbouring markets is likely to exert a strong 
influence on FDI location (GDP growth rate is often 

used in the literature as a proxy for potential local 
demand). In particular, market access can magnify 

the impact of local demand in presence of increasing 

return to scale in production (Davis and Weinstein, 
2003). Therefore, it would exert a strong influence 

on foreign firms producing on a large scale and 
seeking to export their products to the rest of 

regions/countries. Despite the rapid integration 

process that took place, market access is still 
unequal across EU regions, mainly because of 

intangible barriers, such as cultural and 
administrative ones, to intra-EU trade that still 

maintain fragmented the EU market (Head and 
Mayer, 2004). Because of these barriers, regions 

with a good geographical and economic accessibility 

to the core markets are likely to receive more FDI 
than other regions. From that point of view, 

Deichmann (2001) and Shah (2014) unveil the 
crucial importance of transportation infrastructure in 

investors’ location decision, and therefore in the FDI 

spatial distribution and dispersion models. 
Supply conditions include a wide set of factors, 

such as: the structure of the local economy; factor 
costs; resource endowments; skills of labour force; 

and all the factors affecting the general business 

environment faced by foreign firms (Casi and 
Resmini, 2011). One of the key determinants that 

seem to affect significantly the FDI flows is the 
regional sectoral structure. The level of agricultural 

activity in a given region is of particular importance 
as it could discourage potential investors by 

signalling a lower level of industrial development 

and lack of business services. On the other hand, an 
overwhelming presence of agricultural activity in a 

province could reflect lack of potential competition 
and it could therefore attract investors in the 

manufacturing or services sectors (Deichmann et al., 

2003), although empirical evidences suggest that 
this mechanism rarely works in practice. 

The role of factor costs, and in particular labour 
costs, is highly debated in the scientific literature. At 

theoretical level, they are likely to be important for 
FDI location choice as multinational enterprises are 

generally able to fragment production processes 

across space and usually choose the best location 
for each production stage, thus minimizing total 

production costs. Therefore, it can be expected that 
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multinational firms turn to low cost locations for 

activities relatively intensive in labour. This implies 

the existence of a negative relationship between 
labour costs and FDI. However, the empirical results 

are not unanimous. While some researchers define 
labour costs as key determinants (Bevan and Estrin, 

2000; Janicki and Wunnava, 2004), others (Head et 

al., 1999; Defever, 2006; Guimaraes et al., 2000) 
find an insignificant or positive relationship between 

labour costs and FDI. Empirical evidences suggest 
that FDI usually concentrate in the richest part of 

the countries, where wages are higher, because 
there the investor can find a better infrastructure 

and easier logistical accessibility from abroad 

(Antonescu, 2015; Dornean and Oanea, 2015). It 
has been also argued (Schneider and Frey, 1985; 

Carstensen and Toubal, 2004) that the degree of 
human capital development has a favourable impact 

on FDI inflows in terms of ensuring adequate supply 

of skilled labour. Moreover, skilled labour is also 
assumed as a condition for high productivity.  

Considering the business environment and the 
investment climate, many studies emphasize on the 

role of the agglomerations. In his pioneering work, 
Knickerbocker (1973) identifies agglomeration as an 

attractive local feature for firms competing in a 

single industry. Agglomeration provides a means of 
gathering information on the local environment 

(Mariotti and Piscitello, 1995), where presence of 
other investors is interpreted as proof of success in 

uncertain markets (Lall and Streeten, 1977). 

Woodward (1992) and Guimaraes et al. (2000) 
underline the relevance of such clustering for foreign 

enterprises as an existing concentration of foreign-
owned firms demonstrates the location’s potential. 

The primacy of agglomeration variables in location 

decision-making is further supported by Deichmann 
et al. (2003), who underline the importance of 

follow-the-leader and competitive strategies among 
foreign firms. 

Agglomeration effects usually signal high quality 
of infrastructure, specialization, higher competition 

and also a business environment conducive for 

foreign investors. An important type of 
agglomeration effect relates to the concentration of 

business and professional services, thus creating 
agglomeration economies. They consist simply of 

those positive externalities resulting from the spatial 

concentration of existing economic activity. 
Agglomeration economies result from industry-

specific localization obtained when firms in the same 
industry draw on a shared pool of skilled labour and 

specialized input suppliers, while more general 
economies are garnered by firms across all 

industries (Guimaraes et al., 2000). 

Studying the factors that encourage and impede 
FDI flows into Central and Eastern Europe (CEE), 

Carstensen and Toubal (2004) find out that the 

dispersion of FDI could be explained not only by the 

traditional variables, but also by transition-specific 

variables, both of which are found to have 
significant and plausible effects on FDI flows. The 

strong influence of transition-specific determinants 
on FDI actually confirms that traditional variables 

cannot fully explain FDI flows in the CEE countries. 

For example, both the level of privatization and the 
method of privatisation as an indicator for the 

efficiency of the governance have considerable 
impact on the decision to invest in CEE countries. 

Studies of FDI in CEE have put particular stress 
on indicators of economic and political risk (Bevan 

and Estrin, 2000; Janicki and Wunnava, 2004). This 

generally comprises three main elements: macro-
economic stability, e.g. growth, inflation, exchange 

rate risk; institutional stability such as policies 
towards FDI, tax regimes, the transparency of legal 

regulations and the scale of corruption; and political 

stability, ranging from indicators of political freedom 
to measures of surveillance and revolutions. 

Deichman’s empirical model (2001) also suggests 
that the investment climate, measured through the 

risk rating, is one of the most important 
determinants of investment activity. Thus, 

uncertainty linked to the legal, political, and 

economic environment is often an important 
deterrent of FDI in the CEE countries. 

Summarizing the results from different studies, 
the European Commission (2006) concludes that the 

location of foreign firms in Europe is guided mostly 

by firm specific characteristics, and that only a minor 
part of the location pattern can be explained by 

observable regional/national factors. However, the 
study identifies some very systematic and 

fundamental economic characteristics of the 

countries and regions in which foreign investors 
tend to invest. FDI are generally attracted to regions 

within countries that have: 
- Access to a large national market (national 

market size effect); 
- Borders with the home country and/or language 

in common with home country (proximity and 

culture effect); 
- A high level of business English proficiency 

(internationalisation effect); 
- Low corporate taxes (fiscal incentive effect); 

- Many advanced consumers with high 

purchasing power (national GDP per capita); 
- Low unemployment level (proxy for little rigidity 

on the labour market). 
Given the choice of country, the research 

furthermore shows that FDI are attracted to regions 
with: 

- A large share of other foreign investors (signal 

effect) 
- Good infrastructure and accessibility, especially 

to home region (access effect) 
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- A highly educated regional workforce (skill 

effect) 

- A high level of spending on R&D (innovation 
effect) 

- Penetration of information- and communication 
technologies (ICT effect) 

- A large local presence of competitors, clients 

and suppliers within the firm’s industry 
(agglomeration and clustering effect). 

Despite the solid theoretical base and important 
advances, most of the empirical analyses 

considering diverse FDI determinants are based 
primary on country/region and/or industry data. 

Therefore, whether theoretical considerations 

concerning the traditional location advantages and 
motivations for FDI are valid at sub-national, 

regional, and local levels is still a rather unexplored 
question, which deserves further studies. Moreover, 

analyses of the FDI determinants and the 

territorial/spatial structure of the foreign capitals in 
Bulgaria are relatively rare (Panushev, 2002; 

Grigorova, 2006; Goev, 2010; Mladenova, 2013; 
Milanov, 2014), with the majority of studies 

concentrating primarily on the potential growth 
effects that could be induced by FDI at national 

level. There is no thorough research dedicated 

exclusively to the analysis of the FDI in the Danube 

provinces of Bulgaria. 

Quantitative analysis of some key FDI 
indicators 

The dynamics in the FDI stocks in the period 
2007-2014 (Fig. 1) suggests that we can’t find out 

any clear common trend. The aggregate FDI stocks 
for all the seven Danube provinces rose from 627 to 

1,056 million euro, i.e. with 68.6%, but while some 

regions registered significant growth rates (Montana 
‒ nearly 200%, and Ruse ‒ 125%), other were 

characterized with very slow progress (Vidin ‒ 

14.8%, Vratsa ‒ 11.4%, Silistra ‒ 6.7%). On the 

other hand, despite all the Danube regions had 
larger values for this indicator in 2014 in comparison 

to 2007, only two of them (Ruse and Pleven) 

managed to increase substantially their nominal FDI 
stocks. As a result, in 2014 the leader in terms of 

FDI supply was Ruse (386 mil. euro), followed by 
Pleven (307 mil. euro), while three of the provinces 

heavily lagged behind ‒ Vidin (51.7 mil. euro), 

Montana (34.2 mil. euro), and Silistra (31.7 mil. 
euro). 

Fig. 1: The dynamics in the FDI stocks (2007-2014) 

 

All that leads us to the logical question: “When 
all the Danube regions registered growth in FDI 

stock, did they manage to compensate for their 
falling behind in comparison to the other Bulgarian 

regions?”. While in 2007 in the seven Danube 
provinces were concentrated 4.13% of the total FDI 

stocks in Bulgaria, in 2014 the value for this 

indicator rose to 4.89%. Notwithstanding the slight 
increase of the percentage, we can talk by no 

means about a catch-up process, because if we had 

balanced dispersion of investments among all he 
regions, the seven Danube regions (1/4 of all 28 

Bulgarian provinces) should attract 25% of the total 
FDI stocks (more than 5 times higher than what was 

in 2014). Moreover, despite initially having very low 
levels of FDI, four of the seven Danube regions 

dropped further behind, with the most typical case 

being Vratsa ‒ from 0.8% to 0.6% of the total FDI 

in Bulgaria (Fig. 2). On the other hand we have also 
two positive examples ‒ Ruse and Pleven, but 
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despite the positive trends, their FDI stocks 

remained relatively low for the country.  

An indicator, which could help us foresee better 
the potential impact of the foreign capitals over 

society, is the FDI stock per capita (Fig. 3). Again, 
Montana generated the highest growth rate 

(approximately 250%) in the 2007-2014 period, 

while Ruse and Pleven registered very high increase 
in nominal values. What is more interesting here is 

the general trend suggesting that the more initial 
FDI per capita a given region had, the more likely to 

attract new capitals. That is to say that even within 
the Danube region itself we have no reasons to 

expect convergence in terms of FDI per capita. The 

stunning differences between the provinces are 
illustrated by the fact that in 2014 the FDI per capita 

in Ruse (1,694 euro) were higher that the total sum 

for the four least attractive for investors provinces ‒ 

Vidin (554 euro), Veliko Tarnovo (437 euro), Silistra 

(276 euro), and Montana (246 euro). Thus we can 
conclude that foreign capitals could hardly be a 

substantial factor in the regional economy of those 

provinces. 
 

 

Fig. 2: The FDI stocks as % of total for Bulgaria 
(2007 and 2014) 

 

 

Fig. 3: The FDI stock per capita (2007 and 2014) 

 
To find out how the Danube provinces fit within 

the FDI spatial localization model at national level, 

we elaborate classification of all the 28 Bulgarian 
NUTS3 regions based on FDI per capita (Fig. 4). The 

seven groups demonstrate clearly the differences 
between the administrative units, as well as the 

unfavourable situation in the Danube region. With 

its 11th place and nearly 1,700 euro FDI per capita, 
Ruse is the only region that belongs to the average 

group, while at the same time five of the regions fall 
into the two bottom groups (with FDI per capita of 

less than 800 euro). Montana is the Bulgarian 
province with lowest supply of FDI per capita 

occupying the last 28th position; Silistra is placed on 

26th, and Veliko Tarnovo ‒ 24th. 

After uncovering the situation at country level 
and the very low supply of FDI stock per capita in 

the Bulgarian Danube provinces, it would be also 

interesting to scrutinize the processes at a larger 

scale, comparing the values to those for the 
neighbouring and EU countries. As the empirical 

data at lower territorial levels is scarce and often 
unreliable for some of the countries, we calculate 

the results at national level (Table 1). Although the 

model (Fig. 5) is far from being clear and 
straightforward, the general trends suggest that we 

observe relative decline of FDI stock per capita in 

both North ‒ South and West ‒ East directions, with 

South-eastern European countries characterized with 

the lowest levels of FDI supply. Despite Bulgaria has 
higher FDI stock per capita than all of its 

neighbouring countries and is also on the 23th 

position among the 31 states included in the 
research, the value for the Bulgarian Danube regions 
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is lower even than that for the country with the 

most unfavourable FDI supply per capita ‒ Turkey. 

Another indicator that illustrates eloquently the 
very low supply with investments in the Danube 

region is FDI density (here it was calculated on euro 

per 100 sq. km.). While the average for Bulgaria is 
close to 2,000 euro (Table 2), besides Ruse, all the 

other Danube regions are very far from that value. 

The reason for that lies to a large extent in the huge 

concentration of FDI in Sofia (that raises 

substantially the average FDI density), however, 
even if we compare the Danube-adjacent regions to 

the other Bulgarian provinces (excluding Sofia), the 
results again are not very positive with Silistra and 

Montana having the lowest FDI density among all 

the provinces. 

 

Fig. 4: The FDI stock per capita and position among all the 28 Bulgarian provinces (2014) 

 

Table 1: The FDI stock per capita in the EU and Bulgaria neighbouring countries (in US dollars for 2013) 

country FDI/c. country FDI/c. country FDI/c. country FDI/c. 

Luxembourg 266565 Cyprus 24420 Hungary 11152 Poland 6595 

Belgium 83211 Austria 21607 Slovakia 10794 Lithuania 5651 

Ireland 81625 Finland 18670 Germany 10293 Romania 3899 

Netherlands 39985 Estonia 16664 Latvia 7635 Serbia 3480 

Sweden 39505 France 16252 Croatia 7572 Macedonia 2626 

Malta 34637 Spain 15258 Slovenia 7353 Greece 2493 

Denmark 28296 Czech Rep. 12705 Bulgaria 7285 Turkey 1941 

United Kingd. 25330 Portugal 12112 Italy 6620 Danube prov. (BG) 1889 
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Fig. 5: The spatial dispersion of FDI in the EU and Bulgaria neighbouring countries (stock per capita for 
2013) 

Table 2: The FDI density (2014) 

NUTS3 region 
Euro per 
100 sq. 

km. 

Position 
(out of 28 
NUTS3) 

Ruse 1376.2 6 

Pleven 707.3 12 

Vratsa 381.4 16 

Veliko Tarnovo 232.0 22 

Vidin 170.4 24 

Silistra 111.3 27 

Montana 94.1 28 

Average for Bulgaria 1948.3 
 

 

After describing the unfavourable situation in the 

Danube regions considering FDI, we try to explain 
empirically one of the major reasons (further 

explanations follow in the next section dedicated to 

qualitative analyses) by providing quantitative 
arguments proving the relation between the sectoral 

structure and the foreign capitals. In order to find 
out first eventual trends at national level, we make 

comparison between the index of sectoral 

localization and FDI stock per capita including all the 
28 Bulgarian NUTS3 regions (Fig. 6). The trend line 

and the correlation coefficient (-0.59) demonstrate 
that generally the higher the index of localization in 

agriculture is, the lower are the FDI per capita in a 
region. On the other hand, the higher the index of 

localization in services is, the higher the FDI per 

capita are (the Pearson correlation coefficient equals 
to 0.82). We have also positive correlation between 
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the industrial sector and the FDI per capita, but the 

coefficient is lower (0.47). Analysing the index of 

localization results for the Danube provinces, we 
reveal that the sectoral structure could definitely be 

considered as a major factor for the low FDI stock in 
the region (Table 3). All the Danube regions have 

the highest values in the agricultural sector and very 

low ratings for industry, and especially for services. 
The three regions with the most unfavourable 

sectoral structures (Silistra, Montana, and Vidin) are 

also some of the provinces with lowest supply of FDI 

per capita. The opposite case is Ruse ‒ a more 

balanced sectoral structure and the highest FDI 
stock per capita. However, a comparison between 

Veliko Tarnovo and Pleven suggests that the 

correlations between the index of localization and 
the FDI supply might not always be so 

straightforward. 

 

Fig. 6: The FDI and Index of localization (2013) 

 

Table 3: The index of localization for the Danube 
provinces (2013) 

  

Index of localization 

Agriculture Industry Services 

Veliko 
Tarnovo 

1.18 0.70 0.64 

Vidin 1.60 0.37 0.50 

Vratsa 1.66 1.20 0.48 

Montana 1.82 0.64 0.49 

Pleven 1.25 0.59 0.54 

Ruse 1.20 1.02 0.66 

Silistra 2.48 0.30 0.42 

 
To find out how the FDI supply can influence the 

overall development of the Danube region, we 
compare the dynamics in the foreign capitals per 

capita with that in two key socio-economic indicators 

‒ GDP per capita and income per capita (again for 

the period 2007-2014). The trend line (Fig. 7) 
provides evidences that we have a very strong 

positive correlation between the three indicators, 

which is also attested by the very high (close to 1) 
Pearson correlation coefficients. That gives us a hint 

that FDI might really be an important tool in 
fostering the development of the Danube region, 

although, of course, such a statement might be 

considered too generalized without further and more 
detailed researches. 

 

 

Fig. 7: The FDI, GDP, and Income in the Danube 
provinces 
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Qualitative analysis of the FDI related 
processes within the Danube provinces 

In the previous chapter we presented and 

analysed different quantitative dimensions of the 

FDI spatial characteristics in Bulgaria providing also 
an overview over the dynamics of the processes 

within the seven Danube-adjacent provinces. 
However, even the large amount of deduced 

quantitative/numerical connections and correlations 

between the socio-economic processes and the 
dispersion of capital stocks among the regions can’t 

uncover the reasons for the low investment activity, 
the qualitative aspects of the investment processes, 

as well as the spatial behaviour of concrete foreign 
firms and their role in the regional scenarios. In 

order to study in more details these crucial aspects 

we first describe and compare the processes in two 
of the typical Danube provinces (meaning that their 

administrative centres are situated at the banks of 

the Danube River) ‒ Vidin and Ruse. That choice 

makes a good case-study despite having some 

common characteristics, those regions are 
characterized, as described above, with significant 

difference in terms of FDI supply. Then we 

summarize the most important issues that are 
common for all (or almost all) the provinces and set 

the development pattern in the whole Danube 
region. 

The province of Vidin, which is at the bottom of 

the classification in terms of FDI stocks for more 
than 15 years, is a typical example for a region with 

very strong inertness of the socio-economic 
processes. Notwithstanding that the province is at 

the entrance/exit axis of the Pan-European transport 
corridor №4 (even more important for Vidin after 

the inauguration of the Danube Bridge "New 

Europe", a.k.a. Danube Bridge 2) and has on its 
territory well developed harbour infrastructure and a 

free trade zone, the investors’ interest remains 
insignificant. Some of the major stumbling blocks 

ahead of attracting FDI are: the large number of key 

for the regional economic structure manufactories 
that don’t function; the ageing population and the 

critical demographic situation; the low-skilled 
workforce; the absence of economic clusters; the 

lack of a higher education institution. Although the 
province of Vidin has already secured a good 

transport connection with Romania, the foreign 

capitals originating from that country are very low. 
This trend is however typical not only for Vidin, but 

also for the other Danube regions of Bulgaria 
despite the support and their active participation in 

the EU Strategy for the Danube Region. 

The leader among the Danube provinces ‒ Ruse 

has most of its FDI in the spheres of industry, trade, 

and construction. For a long period over 2/3 of the 

foreign capitals are concentrated in the processing 

industry, while over 100 economic enterprises are 

occupied in the production of machinery and 

equipment ‒ a fact that distinguishes the region 

from the other studied Danube-adjacent territorial 

units. The rise of the FDI stock in the province after 

2007 is primarily connected with the functioning of 
the industrial zone “Ruse” where among the first 

major investors was the French company for 
automobile parts manufacturing “Montupet”, 

followed by the Spanish “Keros” specialized in 

manufacturing wall and floor ceramics, “MBM-
Metalwork” and “Balkanzinc” ‒ both metallurgical 

plants, as well as one more factory for automobile 

parts ‒ the German “WITTE Automotive”. All these 

enterprises are built as greenfield investments ‒ a 

trend that is not typical for the other Danube 

provinces. Our study reveals that some of the key 

motives for the investors to choose this location 
were connected with: the proximity to a harbour 

and also to the transport corridors №7 and №9; 
workforce with experience in some industries; the 

functioning of a decent technical infrastructure; 

gasification; own electrical sub-station; a university 
with technical subjects/profiles. The University of 

Ruse could definitely be considered as a factor for 
regional and local development and the impact of 

the higher education is another landmark feature of 
this province. There are many examples that 

illustrate the good cooperation between the 

technical university and some business enterprises, 
thus stimulating synergetic effects (generally 

missing in the provinces of Vidin, Montana, Vratsa, 
Pleven and Silistra). The newly built production 

capacities change the industrial profile of Ruse and 

foster the attraction of other foreign companies as a 
result of the growing potential for agglomeration-

localization effects. In the region are also registered 

Romanian investments ‒ mainly in the fuel trading 

and the production of paints and varnishes. 

However, the investments originating from Austria 
are relatively low (especially given that Austria is 

one of the main investors in Bulgaria), which is 

surprising considering the historic and geographical 
connections through the Danube. In Ruse there are 

situated as well some big German and Israeli 
tailoring companies, some of which have realized 

full-cycle production of confection and have created 
a network of local subcontractors in some smaller 

cities and villages. In this way the foreign capitals fit 

well in the economic system and turn into a factor 
for local development. Unfortunately in all the other 

Danube provinces the FDI are most often 
characterized with “enclave” or “indifferent” spatial 

behaviour (with only a few exceptions, such as 

“Holcim” in the region of Vratsa). In contrast to the 
other studied administrative units, there is a trend of 

raising interest from IT firms in the region; however 
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it is limited to a certain extent by the remoteness 

from the capital and the low transport connectivity 

of Ruse with the inner parts of the country. 
Regardless of the declared priorities and 

objectives in their regional and local policies, the 
Danube provinces attracted very low amount of 

investments in the past 15 years, which is an 

indicator of inertia processes. Despite that many 
municipalities were exempted from paying the 

corporation taxes and had a good infrastructure, the 
foreign investments remained insignificant. The built 

enterprises through greenfield investments are few, 
while the foreign participation in the big factories is 

weak. The FDI supply in the peripheral territories is 

very low because of the lack/deficit of human 
resources, of sound production and infrastructure 

base, and on account of the economic, cultural, and 
social degradation processes. Since 1989 the 

Danube provinces registered the most acute 

demographic crisis in the country, the highest levels 
of unemployment, negative trends in the educational 

structure, and the most serious failures of regional 
economies. As a result there aren’t any large basic 

industries while also some high-profile companies 
from the recent past have suspended their activity. 

The benefits from the presence of foreign investors, 

such as technology transfer, higher incomes, and 
others, are not felt in these regions due to the 

dominance of economic activities with low added 
value. 

In most of the Danube provinces the foreign 

investors’ interest in reaching privatization deals was 
weak. Later the investment climate was further 

compromised by the processes of growing 
deindustrialization. After the privatization, some 

emblematic productions ceased to function: the 

chemical factory “Himko” (Vratsa), the production of 
synthetic fibres in Vidin, of fibreboard in Silistra, as 

well as the cement and the petroleum refining 
industries in Pleven. There are no big strategic 

investors or TNCs proving once again the 
unpopularity of the Danube provinces as an 

investment destination. Even the international 

logistics and transport companies are not that much 
given the suitable conditions for their localization in 

the region. This is partially because the majority of 
the studied regions are characterized with weak 

connectivity to the national transport system. On the 

other hand the low level of connectivity among cities 
and villages in the Danube region itself is a major 

obstacle ahead of realizing common initiatives. In 
short, the outlet on the Danube River, the 

availability of harbour infrastructures and ferries, the 
international road networks crossing the regions, the 

common border with a member-country of the EU ‒ 

all that positive factors can’t compensate for the 

negatives caused by the demographic crises, the 

economic collapse, and the bad condition of the 

roads.   

Another typical feature for almost all of the 
Danube provinces is the insufficient capacity to 

foster agglomeration-localization model of attracting 
FDI that could stimulate synergetic effects in the 

economic systems. In this context, the deficit of 

large agglomerations in some regions is an obstacle 
to attracting major investors, because there are not 

enough strong centres that can comprehensively 
organize and modernize the territory as an 

investment location. That is one of the reasons for 
the weak investment activity not only in the north-

western, but also in the peripheral southern and 

western border regions of Bulgaria. Both theory and 
global practices suggest unambiguously that the 

capital migration is oriented primarily towards 
central places and agglomerations. Moreover, 

foreign investors have a marked interest in well-

functioning clusters, industrial zones, free trade 
zones, incubators, and other modern forms of 

spatial organization. In the Danube provinces, 
however, there are no significant processes of 

clusterization, while the formed industrial zones are 
not very attractive for the investors (with the 

exception of the one in Ruse). According to the 

Bulgarian Investment Agency major investors refuse 
to invest financial resources in Bulgaria exactly 

because of the absence of well-functioning industrial 
zones and that’s why they are moving to Poland, 

Hungary, and the Czech Republic. On the other 

hand the two oldest free trade zones also don’t 
provide the needed stimulus for attracting FDI in 

export-oriented industries, although that was one of 
the major reasons for their creation. 

The Danube regions are characterized with 

relatively low share of the tertiary sector (services) 
and higher importance (than the average for 

Bulgaria) of the agricultural sector. Notwithstanding 
the considerable relative weight of agriculture in the 

sectoral structure, it doesn’t attract a large amount 
of foreign capitals. The Bulgarian Danube provinces 

are in a state of fierce competition with the 

Romanian Danube regions and at this stage they are 
losing the “battle”, which is clearly attested not only 

by the preferences of the new investors, but also in 
the relocation of some production, warehouse, and 

logistics activities from Bulgaria to our northern 

neighbours. The Bulgarian provincial and municipal 
structures don’t use adequately the opportunities for 

joint-actions in creating regional clusters, common 
marketing and image packages, and other 

instruments for territorial PR. 
The discussed specifics of the investment process 

in the Danube provinces makes us conclude that the 

outlet to one of the most important European rivers 
remains underutilized. Although characterized with 

many similar features, the Danube provinces take to 
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a different extent advantage of their potentials 

considering geographical/spatial positioning and 

opportunities for cross-border cooperation. That is 
why we can’t talk about a common Danube 

investment model. 

Models of FDI’s spatial localization 
within a region 

On the base of the quantitative and qualitative 

analyses conducted in the previous chapters and 

after further in-depth study of the foreign capitals’ 
localization patterns within the provinces, we define 

5 different types of spatial investment models at 

regional level: metropolitan; gravitating to the 

capital city; of the industrial zones; centrifugal; 

centripetal (Fig. 8). This classification of the models 
is to a certain extent conditional, as on one hand 

they are constructed taking into consideration also 

some qualitative characteristics, and on the other ‒ 

some of the provinces have features suggesting that 

they could fit into more than one model. Again what 
we first do it is describing the thorough picture 

within Bulgaria, so we can later compare the 

Danube provinces not only between them, but also 
to the others, and explain the specifics of the 

processes there. 

 

Fig. 8: The spatial localization investment models (2014) 

 

Undoubtedly, the leader in attracting capitals ‒ 

Sofia city has a unique investment model. In the 

metropolitan model, the urban-agglomeration effect 
of the FDI is distinguished most vividly. At the same 

time the model of Sofia province (the only one 

without administrative centre) is based on an 
investment behaviour subordinated to the proximity 

of the capital city, so it can be defined as gravitating 
to the capital investment model. Due to the strong 

agglomeration processes and the territorial proximity 

between Sofia and Pernik, this model might also 
include the province of Pernik, although in 

comparison to the Sofia region it has significantly 
lower values in almost all FDI indicators and the 

localization behaviour of the investors is not 

motivated only by the proximity to the capital.  

Another investment model that can be 
highlighted is linked with Plovdiv region where the 

investment flow is directed mainly towards the 

industrial areas that form "Trakia economic zone" ‒ 

the only formation of its kind in the country. The 

tendency for strengthening of the capital flows 
towards industrial zones is possible to change the 

investment patterns in some administrative-

territorial units (if these spatial forms of organization 
are effective and realize the opportunities to attract 

investors). Such a potential exists in the provinces of 
Ruse, Sofia, Burgas, Shumen, Pleven, etc. giving us 
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reasons to believe that this model could spread 

more in the future. 

The centrifugal investment model is characterized 
with significant presence of large investors outside 

the administrative centre, therefore with the 
existence of at least two investment cores. Provinces 

that could be assigned to this group are: 

Blagoevgrad, where there is a high concentration of 
foreign capital in the southern periphery and 

relatively balanced spatial distribution of foreign 
investments; Stara Zagora, with the largest 

investments in Galabovo Municipality connected with 
the energy complex Maritsa-East; Gabrovo, with 

significant FDI concentrated in the municipality of 

Sevlievo, which attracts daily work trips from three 
neighbouring regional centres and surrounding 

villages; Varna, with industrial specialization of the 
investment flow in Devnya (unlike the administrative 

centre where investments are attracted primarily in 

the tertiary sector); Dobrich, with strong investment 
interest in Kavarna Municipality in the past few 

years; Haskovo, with outstanding competitive 
investment advantages of Dimitrovgrad Municipality. 

As a result of the FDI flow, we register clusterization 
stimulating certain synergetic effects in the 

provinces of Gabrovo, Stara Zagora, and Varna. 

Finally, most of the regions (17 out of the 28 
Bulgarian NUTS3) are characterized with the so 

called centripetal model – meaning that we have an 
investment core formed in the administrative centre 

of a province where the majority of the regional FDI 

are concentrated, while at the same time no 
significant secondary investment core could be 

registered. The results from the conducted analysis 
in this paper provide solid ground to assign all the 

Danube provinces to this centripetal localization 

model. The peripheries of those regions could easily 
be classified as marginalized areas bearing typical 

negative characteristics for such zones: weak 
economic activity; spatial isolation from the main 

FDI flows; inertness of the socio-economic 
processes; lack of the needed human and capital 

resources to change the status-quo and convert the 

negative trends. 

Conclusion 

The analysis of some key FDI indicators 

demonstrates lack of a distinct and typical trend for 
all the Danube provinces of Bulgaria in the 

investments activity, with significant differences in 

terms of FDI stocks among the studied regions. 
However, we find out a common feature in their 

spatial localization models – the predominant 
concentration of the FDI in the regional 

administrative centres. The study also discloses the 
significant correlations between sectoral structure 

and FDI attraction, as well as foreign capitals’ 

interconnection with the changes in some key 

economic and social indicators in these provinces.  

Our quantitative analysis’ results are 
complemented with qualitative characteristics of the 

processes as we put special emphasis on some 
crucial factors, such as: the insufficient capacity for 

creating agglomeration effects; the lack of 

clusterization based on joint initiatives of the 
provinces; the relatively weak impact of the free 

trade zones and the industrial zones; the poor 
connectivity with the national transport system; the 

demographic collapse. The study provides irrefutable 
arguments for the presence of self-reinforcing 

negative factors and inertness of the processes. 

That is why the majority of the Danube provinces 
are characterized with unutilized capacities for 

attracting FDI and unused potentials for cross-
border cooperation. 

The elaborated systematic territorial study of the 

FDI spatial localization models in the Danube 
provinces of Bulgaria could become a solid base for 

designing/implementing innovative, differentiated, 
adequate, flexible, and proactive investment policies 

and PR initiatives. Such studies are essential also in 
terms of constructing a policy that takes into 

consideration the local conditions and the 

globalization of the economic systems. Our survey 
suggests that the development of less favoured 

territories requires stronger links with the centre, 
proactive local policy for attracting not all foreign 

investors, but, selectively, those that would be easily 

incorporated in the local surroundings and would 
drive the progressive changes. Regions compete for 

foreign investment and that is why they need to 
position their unique advantages embodied in 

planning documents for development, advertising 

campaigns, and other means of territorial marketing. 
Applied at regional and local level the innovative 

political approaches could turn into the needed lever 
to foster development and find out adequate 

responses to some of the long-standing problems. 
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