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Abstract: A national security system is built to achieve the efforts in management of state institu-
tions, local authorities, business entities, citizens and their organizations to guarantee the principles
of democracy and sustainable economic development and the prosperity of a country. The unstable
economic, negative political environment and low standard of living generate a variety of new threats
facing national and international security. Because of the economic crisis and widening opportunities
for transport, travel and border crossings the organized crime and migration take an advantage. The-
refore, the key points in ensuring economic security are strongly connected with preserving macro-
economic stability, maintaining the economies and financial systems of countries in the conditions
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of international processes of financial and economic crisis, protecting the economic interests of the
countries, and maintaining an effective supervision and continuity of the process of functioning of
the economic infrastructure.

Streszczenie: System bezpieczenstwa narodowego jest budowany w zarzadzaniu instytucjami pan-
stwowymi, wtadzami lokalnymi, podmiotami gospodarczymi, obywatelami i ich organizacjami w celu
zagwarantowania zasad demokracji i zréwnowazonego rozwoju gospodarczego oraz dobrobytu kraju.
Niestabilne $rodowisko gospodarcze, niekorzystne warunki polityczne i niski standard zycia gene-
rujg wiele nowych zagrozen dla bezpieczenstwa narodowego i miedzynarodowego. Ze wzgledu na
kryzys gospodarczy i rozszerzajace si¢ mozliwosci transportu, podrézowania i przekraczania granic,
przestepczo$¢ zorganizowana i migracja czerpia korzysci. Dlatego kluczowe punkty zapewnienia
bezpieczenstwa gospodarczego sa silnie zwigzane z zachowaniem stabilnosci makroekonomicznej,
utrzymaniem gospodarek i systemdéw finansowych panstw w warunkach miedzynarodowych proceséw
kryzysu finansowego i gospodarczego, ochrong intereséw gospodarczych panstw oraz utrzymaniem
skutecznego nadzoru i ciggloéci procesu funkcjonowania infrastruktury gospodarczej.

Keywords: economy, economic security, GDP, government debt, investment.
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Introduction

A national security system is built to achieve the efforts in management of state
institutions, local authorities, business entities, citizens and their organizations to
guarantee the principles of democracy and sustainable economic development and
the prosperity of a country. The unstable economic, negative political environment
and low standard of living generate a variety of new threats facing national and
international security. Because of the economic crisis and widening opportunities
for transport, travel and border crossings the organized crime and migration take
an advantage. Therefore, the key points in ensuring economic security are rstrongly
connected with preserving macroeconomic stability, maintaining the economies
and financial systems of countries in the conditions of international processes of
financial and economic crisis, protecting the economic interests of the countries, and
maintaining an effective supervision and continuity of the process of functioning
of the economic infrastructure.

The current scientific work discusses on the one hand the foundations of econo-
mic security as a prediction for national and international security, and the economy
and economic reality in the Republic of Bulgaria, expressed by basic elements and
economic security indicators on the other hand. Comparisons concerning the eco-
nomic security of the state over a period of ten years from 2007 to 2016 are made
for those economic indicators for which there are available official statistics. Some
comparisons with the European Union or the international community are made.
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1. Fundamentals of Economic Security in the Republic of Bulgaria

Security is the functional state of a system that ensures neutralization and
counteraction of external and internal factors directly affecting or potentially dama-
ging the system. It is a state of society and personality, where there is no danger of
political and economic coercion, the fundamental interests and freedoms of citizens
are guaranteed, there are no imbalances and crisis situations of the public system
and the development is being freely implemented?.

Understanding national security, as a state of protection of interests, stems from
the concept of national security and means that it is understood as a need of the
whole nation. According to the Constitution of the Republic of Bulgaria, the highest
value is man and his personal interests. The Constitution, the Republic of Bulgaria
Art. 1. guarantees the life, the dignity and the rights of the person and creates the
conditions for the free development of man and civil society*.

Security is built on human and citizen’s rights, equal opportunities for personal
development, national interests, and the necessary conditions and prerequisites for
their realization by neutralizing the risks and threats to the country and its citizens’.
The high degree of security of a person or state ensures the welfare of the individual
and the state.

The National Security Concept of the Republic of Bulgaria formulated for the
first time the concept of national security in Bulgaria in 1998, which found develop-
ment in the legal framework through the Classified Information Protection Act and
the State Agency for National Security. According to the concept, there is national
security, when the fundamental rights and freedoms of Bulgarian citizens, the state
borders, the territorial integrity and the independence of the country are protected,
there is no danger of an armed attack, violent change of the constitutional order,
political dictates or economic coercion for the state, the democratic functioning
of state and civil institutions are guaranted, resulting in preserving the society and
nation and increasing their well-being and developing®.

The National Security Strategy outlined a broader understanding of national
security, including many elements, as well as economic security. Economic security
is a qualitative characteristic of the economic system that determines its ability to
maintain normal living and working conditions for the population, and to provide

GS Rakovsky Military Academy, Basic Concepts in Security and Defense Glossary, Sofia, 2014.
4 Constitution of the Republic of Bulgaria, Prom., SG. 56 of 13.07.1991, in force as of 13.07.1991,
amended. and supplements, Nos. 85 of 26.09.2003, p. 18 of 25.02.2005, No. 27 of 31.03.2006;
Decision No. 7 of the Constitutional Court of the Republic of Bulgaria dated 13.09.2006 - p. 78
of 26 September 2006; No. 12 of 6 February 2007.

K. Krastev, Determinant analysis of external influence on the Bulgarian national security policy, The
22nd International Conference The Knowledge-Based Organization, Vol. 1, Sibiu 2016, pp. 56-61
©  Concept on the National Security of the Republic of Bulgaria, Prom. SG. No. 46 of April 22, 1998.
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sustainable resources for the development of the economy and the opportunity to
consistently achieving national economic interests. Economic security is closely
linked to the notions of economic independence, stability and sustainability, and
the ability for self-development and progress of the economic system’. Economic
security can generally be seen as a state of the national economy, whereby the eco-
nomic foundations of development are protected and guaranteed®.

The strategy of national security of the Republic of Bulgaria states the main

policies for realizing economic security, including”:

1. Ensuring the stability of the financial system.

2. Maintaining macroeconomic stability and sustaining the economy and the
financial system of the country against international financial and economic
crisis processes.

3. Conducting effective fiscal policy in cooperation with other government
agencies and in partnership with civil society organizations and private
economic actors.

4. Improving confidence in the banking system and realizing its stability.

5. Making effective prevention and counteraction against attempts to amend
financial frauds and abuses.

6. Maintaining effective supervision and continuity of the process of payment
systems and financial infrastructure.

7. Developing the economic potential through the implementation of policies
to increase labor productivity, reduce energy and materials consumption,
overcome technological backwardness and refurbish the production base.

8. Takingaction to create an economic environment to attract investment and
stimulate domestic consumption as well as to increase the export of goods
and services with high added value.

7

B. Cwik, A survey on willingness to provide warning information within a company during crisis,
Proceedings of the 4th International Conference on Management Science and Management Inno-
vation (ICEMI), June 23-25, 2017 Suzhou, China, Published by Atlantis Press, 2017, ISSN: part of
the series AEBMR, ISBN: 978-94-6252-369-2, ISSN 2352-5428, Vol. 31, pp. 170-174, DOI:10.2991/
msmi-17.2017.38; B. Cwik, Multidisciplinary approach to the analysis of the process of perceiving warn-
ing signals, Security and Defence Quarterly; Vol. 2, No. 15, 2017; pp. 21-37; K. Swierszcz, B. Cwik,
Geothermal energy as a Part of Non-military Defence Strategy in the Context of the Prevention of Energy
Poverty of Local Communities, “Przedsiebiorczo$¢ i Zarzadzanie”, t. XVIII, z. 5, cz. I, Bezpieczenstwo
izarzadzanie kryzysowe. Zarzadzanie bezpieczenstwem, red. Z. Wilk-Eo$, M. Stepinski, SAN, L6dz-
Warszawa 2017, s. 135-150; K. Swierszcz, The Impact of Energy Poverty on the Level of Social Security,
in: 2017 4th International Conference on Management Science and Management Innovation, Edited
by Hui-Ming Wee, ATLANTIS PRESS, Suzhou, China 2017, p. 175-178.

GS Rakovsky....

National Security Strategy of the Republic of Bulgaria, adopted by the Council of Ministers on
8 March 2011, Prom. SG. No. 19 of 8 March 2011.
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Economic security is a part of the national security system. The economic
capabilities of the country are, as a rule, decisive for the level of spending that can
be earmarked for defense!®. A sustained correlation is established between the
level of GDP and the defense expenditures of the country. Thus, in modern times,
the economic factors for the formation of the military aspects of security become
decisive, and threats to the security of the state are characterized by a shift from the
military to the economic sphere.

2. Basic Elements and Indicators of Economic Security

2.1. Economic Growth

One of the main factors that greatly predetermine many of the country’s econo-
mic characteristics is the level of its economic development, determined by the rate
and the growth of the national GDP produced within its limits, which is a measure
of the market value of the final result of the productive activity in the economy for
a given period (usually year).

Gross Domestic Product (GDP) is a measure of the quantity of goods and
services produced over a given period of time in a given geographical area. It is an
economic indicator of measuring national income, national output, the standard
of living of a particular nation, and, on that basis, the emergence of the economic
growth of the state. The low or negative values of this indicator are an expression
of the fact that the national economy is unable to mobilize the economic resources
at its disposal to use them efficiently and to create the product that society needs to
meet its needs. The low rates of GDP growth and, respectively, low or insignificant
economic growth, reflect both economic and national security.
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10 E. Petrova, A review of the expenditures on defense of the Republic of Bulgaria for 2010-2015, Land Forces

Academy Magazine, No. 4 (80)/2015, Nicolae Balcescu Land Forces Academy, Sibiu 2015, pp. 488-496.
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Examining real GDP per capita and its pace of growth in chain volume from
2010 in euro per capita, GDP per capita in purchasing power standards and gross
domestic product at market prices in euros per capita outlines the tendency for
a slight but gradual upsurge in its levels.

The prognosis for the indicators surveyed is evident from the outlined tren-
dline for linear forecasting. Figure 2 shows that in the following years the trendline
will have a smooth growth. In this situation, the projected growth rates may be
perceived as available but insufficient to achieve changes in the development of the
Bulgarian economy. However, they show that, despite the conditions of instability
and fluctuations at national level, the economy of the Republic of Bulgaria is slowly
recovering and registering growth rates of gross domestic product.

Table 1. Gross Domestic Product at Market Prices, Current prices, euro per capita

Geographical unit | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
EU (28 countries) | 26100 | 26100 | 24500 | 25500 | 26200 | 26600 | 26800 | 27600 | 29000 | 29100
Eurozone (changing | 1 0 | 59600 | 28200 | 28900 | 20500 | 29500 | 29700 | 30200 | 31000 | 31700

composition)
Eurozone 28400 | 28900 | 27800 | 28500 | 29200 | 29200 | 29500 | 30000 | 31000 | 31700

(19 countries)
Eurozone 28600 | 29100 | 28000 | 28700 | 29400 | 29400 | 29600 | 30200 | 31200 | 31900

(18 countries)
Bulgaria 4300 | 5000 | 5000 | 5200 | 5600 | 5700 | 5800 | 5900 | 6300 | 6800

Source: http://www.nsi.bg/bg
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2.2. Inflation and Inflation Rates

Inflation can be defined as increasing in the amount of money in circulation,
which reduces their purchasing power and reduces the products in the consumer
basket. The increased volume of money in circulation, increased prices of goods and
services, shortage of general supply in the economy, lack of production, low gross
domestic product and others can be pointed as reasons for inflation.

Increasing inflation rates and rising cost of living make poor people less able
to afford certain goods and services. They spend a significant part of their budget
on food and could be particularly vulnerable to price increases. Research in the
social sphere confirms that there is a risk of educational disadvantage for children
whose parents are low-income!!. These children are exposed to a higher risk of
having the same grade and they often could not complete their education. There
are risk factors such as juvenile delinquency, illness, limited access or lack of access
to education and health care, increasing incidence and mortality, homelessness,
staying in dangerous environment, social discrimination and isolation in children
from low-income families'?.

The study uses an official calculator for the inflation rates provided by the Natio-
nal Statistical Institute in the Republic of Bulgaria. Two baseline periods, October
2007 and January 2017, were compared to the October 2017 survey.

Base period: January 2017

Observation period: October 2017

The consumer price index for October 2017 compared to January 2017
is 100.7%, ie, the inflation is 0.7%.

Source: http://www.nsi.bg

Base period: October 2007

Observation period: October 2017

The consumer price index for October 2017 compared to October 2007
is 123.5%, ie, the inflation is 23.5%.

Source: http://www.nsi.bg

I E. Petrova, N. Nichev, Main threats facing the development of a more secured world, Bulgarian

Science Scientific Journal, Bulgaria 2012, 48/2012.
E. Petrova, N. Nichev, Impact of war on the economy, International Conference The Knowledge-
Based Organization, Nicolae Balcescu Land Forces Academy, Sibiu, 2012, pp. 233-236.

12
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The consumer price index for October 2017 against January 2017 shows low
inflation. However, when we pay attention to and investigate a longer period of time
it turns out that inflation levels are significant, as evidenced by the consumer price
index for October 2017 compared to October 2007.

High inflation affects negatively the economic security of the individual and
the nation. Its impact on economic and social life reflected in a significant change
in the ratio between prices and income, reversal of social strata and property dif-
ferentiation in society. Disproportions in prices, production and employment are
emerging, causing serious disturbances in the performance of the economic system.
Inflation is one of the main macroeconomic indicators that determine the parameters
of the country’s economic policy. It is a sign of unbalanced states in the economic
system and leads to direct and indirect losses to society. Inflation represses growth
and hinders making investment and other business decisions.

2.3. Employment and Unemployment

Unemployment is a concept that encompasses all persons who are not actively
employed but are looking for a job or expecting to return to work again. The absolute
rate of unemployment is determined by people without a job, who have expressed
their desire to work through their employment in the labor offices. The level of income
significantly determines the standard of living of the population, which is the main
factor in the reproduction of labor resources. The living standard is the basis for the
formation of such indicators as the level of health, education and qualifications that
are crucial to the competitiveness of national production and national economy!.

In the survey of employment for the economy of the Republic of Bulgaria for
2016, the data show that 3 463 347 people, out of 7 153 784 population, are regi-
stered as employed, including 887 266 self-employed. The average monthly salary
of employed persons under labor and employment relationships in the Republic
of Bulgaria is increasing, reaching BGN 1064 or EUR 543,91 in 2017. It is BGN
1081 or EUR 552,60 in the state sector and BGN 1059 or EUR 541,35 in the private
sector. A statistically significant difference in remuneration received in the private
and public sector is not accounted for. Observing the trends in the change in the
average annual salary of employees under labor and employment relationship in the
Republic of Bulgaria for the period 2010-2016, can be found a smooth but insufficient
increase, which cannot guarantee a good standard of living for the population. In
2016 the annual salary of employees reached just EUR 5,898.67.

13 S. Filipov, Contemporary Trends on the Labor Market in Bulgaria, New knowledge Journal of sci-

ence, Academic Publishing House “Talent”, University of Agribusiness and Rural Development
- Bulgaria, 2016, pp. 15-22.
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Examining the unemployed persons and unemployment rates of the population

aged 15 and over in the Republic of Bulgaria in the third quarter of 2017 the data show:

— higher unemployment rate for men - 6.1% unemployment rate vs. 5.5%
unemployment rate for women;

— highest unemployment rate among young people up to the age of 34- 20.7%;

—  highest unemployment rate for people with primary and lower education -

24,1% and the lowest unemployment rate for people with higher education
- 3.4%.

Unemployed seek job in various ways — contact with state employment offices,
establish a direct relationship with employers, participate in competitions, take exams
or interviews, give or answer job ads, study job advertisements in newspapers and
magazines, but the highest percentage of them looking for work by getting the help
of relatives and acquaintances.
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Fig. 3. Average Annual Salary of Employees under Employment and Service Relationship
in the Republic of Bulgaria 2010-201

Source: My own

2.4. Foreign Direct Investment

Investment activity is directly related to the level of economic security'*. The-
refore, low investment activity can be seen as a direct threat to the economic

14 . Petrova, A review..., 488-496; E. Petrova, Value investing - essence and ways of finding undervalued
assets, Sibiu, Romania, The 21st International Conference The Knowledge-Based Organization,
Nicolae Balcescu Land Forces Academy, 2015, pp. 344-348, 5 p.
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foundations of development of an economy as it provides the sources of growth,
generates revenues in the state budget and ultimately guarantees the financing of
national security as a whole. Investment incentives targeting foreign direct investment
can take the following forms: low corporate tax and income tax rates, various types
of tax incentives, preferential tariffs, financial subsidies, loan or credit guarantees,
subsidies on land use or purchase, employment subsidies, infrastructure subsidies,
R & D support, derogation from regulations (usually for very large projects).

The international data on foreign direct and investment levels by country as
at 31 December 2016 are also presented. The data on the top ten receivers of FDI
in the world and the location of the Republic of Bulgaria are presented (according
to https://www.cia.gov/library/publicati ons / the-world-factbook).
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Fig. 6. Place of the Republic of Bulgaria in Receiving Foreign Direct Investment
and Leading Recipients - Comparison

Source: My own

It is obvious that the first places are occupied by the Netherlands, USA, UK,
Nong Kong, Ireland, China, Germany, Switzerland, Singapore and Belgium. The
ranking also shows the total investment in Bulgaria’s public and its place in the
world, namely 59 position.

When assessing the level of foreign investment in the territory of any country
from the point of view not only of economic but also national security, we should
note that foreign direct investment increases the level of economic security in the
host country, brings fresh financial resources, accompanied by high technology and
a new organizational culture of economic activity as a whole. Foreign investment
is also tied to the dynamics of economic growth. Countries with higher levels of
foreign investment have higher GDP growth and hence higher economic growth;
therefore, the investments are a guarantee of economic security.

2.5. Government Debt

Government or national debt includes all financial obligations of a country,
whether in the form of government securities issued or direct loans from financial
institutions. The high level of indebtedness directly threatens economic security,
as income generated by the economy is primarily devoted to debt repayment and
deprives the real sector of financial resources, which is a prerequisite for worsening
the economic parameters of people’s lives.

In recent years, the level of external debt stoped its declines both in absolute
terms and relatively due to the conclusion of new external loans and credits. It is
important to point out that such loans transfer annually a significant part of the
country’s gross domestic product in the form of interest rates and thus reduce the
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effect of the economic growth achieved. The theory and practice show that such
loans ease only temporarily the economy, postponing the resolution of important
economic problems affecting economic and national security. Another problem
that arises is how to use the loans. If these funds are invested in in the sphere of
production, this would allow an improvement in the rate of economic growth. If
the country is in a constant debt crisis, it will be increasingly difficult to service its
old liabilities. Such a process would have devastating economic consequences for
the country’s national security.

Table 2. Gross Government Debt of the Republic of Bulgaria as a percentage
of Gross Domestic Product (GDP) Period of time

Geographical unit | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
EU (28 countries) | 57.5 | 60.7 | 72.7 | 78.3 | 81.0 | 83.7 | 85.6 | 86.5 | 84.5 | 83.2

European Union

. 576 | 60.8 | 72.8 | 78.4 | 81.1 | 83.8 | 85.6 | 86.5 | 84.5 | 83.2
(27 countries)

Eurozone

. 649 | 68.6 | 784 | 83.8 | 86.1 | 89.4 | 91.3 | 91.8 | 89.9 | 88.9
(19 countries)

Eurozone 651 | 68.8 | 785 | 84.0 | 862 | 89.6 | 91.5 | 92.0 | 90.1 | 89.1
(18 countries)
Bulgaria 163 | 13.0 | 137 | 153 | 152 | 167 | 17.0 | 27.0 | 26.0 | 29.0

Source: http://www.nsi.bg/bg
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The official data on the gross national debt of the Republic of Bulgaria as
a percentage of gross domestic product (GDP) and the gross government debt of
the Republic of Bulgaria in millions of euro indicate that Bulgaria continues to be
a country with a high degree of external indebtedness, which seriously harms the
economic and social development of the country. The trend line for linear foreca-
sting of the gross national debt of the Republic of Bulgaria is definite, showing an
increase in the debt in future periods. The need to regulate public debt is beyond
doubt. It leads to a strong dependence on external financial institutions.

2.6. Budget Surplus or Deficit

The state budget covers all revenue and expenditure of a country for a certain
period of time. Properly compiling and strictly implementing the budget, coupled
with an appropriate fiscal policy, is crucial to the economic stability of the state.
The difference between the revenue and expenditure side of the state budget is the
budget balance, which may be a budget surplus or budget deficit.

Table 4. Budget Surplus / Deficit on Sub-sectors and Debt Level
of the Republic of Bulgaria (Million Levs)

Year
Indicators 2013 2014 2015 2016
Net lending (+) / net borrowing (-)
Government -296 -4,561 -1421 -36
— Headquarters -598 -4722 -550 -130
— Local government 315 -32 -835 73
— Social security funds -14 194 -36 21

Consolidated gross government debt

Nominal value of debt due at the end of the year | 13 978 22554 23 024 27322

By categories:

Currency and deposits M M M M
Debt Securities 8 453 13725 17 179 20 840
Short-term 258 1855 0 0
Long-term 8 196 11 869 17 179 20 840
Loans 5525 8 829 5,845 6483
Short-term 16 3355 185 84
Long-term 5508 5,475 5660 6398
State government expenditure for:

Gross fixed capital formation 3324 4358 5,815 2470
Interest (consolidated) 603 723 823 841

Source: http://www.nsi.bg/bg
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Information on budget surplus / deficit on sub-sectors and debt level of the
Republic of Bulgaria is presented. The increase in the budget deficit, both in volume
and relative to exports limits the ability to service the country’s external obligations.

2.7. Trade Balance

Trade balance or net exports is the difference between the value of a country’s
exports and imports. It is the largest component of the country’s balance of pay-
ments. The positive balance is denoted as “surplus” and the negative as “deficit”.
The decrease in the volume of foreign trade and export and the increase of import
shows the isolation of the national economy from international trade, as well as the
direct substitution of the national production with import.

The increase in the foreign trade deficit leads to an increase in the economic
security of other countries and sharp deterioration of its parameters in the country
that formed this deficit. A serious economic and social disturbance is caused by
the import into the state. Bulgaria will achieve a relative stabilization of its foreign
trade balance only when it increases its exports. However, this requires accelerated
growth based on the modernization of the economy.
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Conclusion

A highly developed economy creates the conditions for adequately protection
of all aspects of security. It is widely believed that economic security is seen as
securing the viability of the national economy in an economic (sectoral, national,
global, regional) crisis. Ensuring the national security and defense capabilities of
the country requires a developed economy at all times. A high level of economic
security can serve as a guarantor of the sovereignty and independence of the coun-
try as well as a guarantee of stable and sustainable socio-economic development.

The current scientific work outlines key economic security indicators. Indicators
such as gross domestic product, inflation and inflation rates, employment and unem-
ployment, average annual salary, investment activity, government debt, etc. need to
be monitored with particular care. Any deterioration and negative trends associated
with them such as GDP decline, non-participation in full labor potential in public
production, increased inflationary levels, high unemployment, low minimum and
average salaries, lower labor quality, low investment activity, high government debt
and other inevitably leads to the economic security state’s undermining.
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