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The production specialization of farms is among the main factors that affect the efficiency of their economic
activity and the competitiveness of the produced products. It is the reason for obtaining different added value
even using the same quantity and quality of production factors. The aim of the article is to analyze the production
specialization of agricultural holdings in different regions of the country. The conclusions and assessments are
based on the analysis of statistical information and results of surveys with experts and farmers. This gives the
opportunity to be proposed recommendations for increasing the added value by changing or deepening the
production specialization of the farms.
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Introduction

The positive effects of the appropriate choice of
production specialization that determine the effi-
ciency of agricultural holdings is the possibility of
reducing costs by increasing the scale of produc-
tion and the added value of agricultural activities
(Juszczyk, 2004). Campi et al. (2020) also consid-
er that production specialization creates oppor-
tunities to increase value added. Czyzewski and
Smedzik-Ambrozy (2015) note that the combina-
tion of production factors in agricultural holdings
is one of the most important determinants of their
economic status. The authors are on the opinion
that the deepening of production specialization
leads to higher economic results than the diver-
sification of holdings. Production specialization
and marketing support to achieve economies of
scale, increase returns on investment and allow
farms to gain greater experience (FAO, 1997).

The added value can be the result of the choice
of production specialization in accordance with
the favorable soil, climate and other character-
istics and features of the landscape, market and
transport infrastructure and thus use the compet-
itive advantages of the area

(Doichinova et al., 2021; Lu and Dudensing,
2015). Campi et al. (2020) consider also that re-
gardless of countries specialization in products
for which they have competitive advantages,
some countries are able to develop products un-
related to regional advantages, and the choice of
such production specialization can be a driver of
the development of agriculture. Ikova (2013) adds
that there is a potential for the development of ag-
ricultural specialization, but it is not fully used.
Ivanov et al. (2017) consider that the changes in
the product and production structures in Bulgaria
limit the created added value.
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In other cases, the sources of added value are
the created organizational, market, logistic and
other conditions, which significantly improve the
supply channels and these for the realization of
the produced products by the farmers. A logi-
cal result is greater stability of supply and low-
er costs for raw materials and services, allowing
manufacturers to focus their attention on produc-
tion.

The improved disposition of supplies of raw
materials and materials for agricultural produc-
ers creates benefits for all farmers on the territory
of rural areas (Doichinova et al., 2022).

Agricultural policy can also encourage spe-
cialization in products with high added value
(Singbo et al., 2021; TAE, 2020). In their study,
Campi et al. (2020) add that understanding the
patterns of production specialization and the dy-
namics of agricultural production can contribute
to be created policies aimed at achieving global
food security and more sustainable agricultural
development. At the same time Lu and Dudens-
ing, (2015) point out that many policies and pro-
grams support agriculture which create added
value, but the consideration of the importance of
consumer preferences and willingness to pay for
the product is absent.

Kirechev (2018) pay attention to the financing
of the value chain in agriculture and expresses the
opinion that it is necessary to focus on integration
in the chain of finance providers (financial insti-
tutions), structural support from the government
to strengthen the supply chain, enhancement of
risk protection information systems, strengthen-
ing the collaboration and cooperation.

In the above context, the aim of the article is to
analyze the production specialization of agricul-
tural holdings in different regions of the country.
Based on the conclusions and assessments have
been developed recommendations for increasing
the added value of the farms.

Materials and methods

Methodological framework of the paper in-
clude: 1) Theoretical review of production spe-
cialization and arising prerequisites for creation
and increasing the added value; 2) Analysis of

40

production specialization and net added value
in regional aspect; 3) Expert assessment of the
farm specialization by planning regions; 4) The
assessment of the chosen from agricultural hold-
ings production specialization (survey among ag-
ricultural producers); 5) Proposals and recom-
mendations related to increasing the added value
of the farms through changing or deepening the
production specialization.

Expert assessment of the specialization of
farms by regions and the assessment of the cho-
sen from agricultural holdings production spe-
cialization are based on research conducted un-
der scientific project “Sustainable multination-
al rural areas: reconsidering agricultural models
and systems with increased demands and limit-
ed resources “, funded by the Bulgarian research
fund. Two surveys were conducted within the
project. The first one was among 163 experts in
the regional Directorates of Agriculture, munici-
pal offices and the regional offices of the National
agricultural advisory service. The second survey
was conducted among 112 farmers from the dis-
tricts of Blagoevgrad, Pazardzhik and Dobrich.

Results and discussion

Production specialization, net added value

and net income by statistical regions

Various studies of the changes in the produc-
tion structure of Bulgarian agriculture reveal
trends of a constant increase in the importance of
grain production and oilseed crops in all regions
of the country and a deterioration of the ratio be-
tween crop production and livestock production
(Ivanov et al., 2017; Doitchinova et al., 2017). At
the same time, significant regional differences
are observed, which find a concentrated expres-
sion in the indicators of net added value, net in-
come per hectare and per annual work unit.

The Northwest region is a major producer of
wheat, maize and sunflower. The areas with these
crops reach 87.36% of the arable land in the re-
gion, and together with other grain and oil crops
reach 92.3%. This predetermines the higher im-
portance of crop production in the region. The
relative share of crop production in the value of
the produced production in recent years in North-
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west region is high. The statistical data show that
it reaches 85—87%. Only 11.9% of cattle, 9.4% of
sheep, 13.9% of goats, etc. are raised in the re-
gion. The regional production structure is the rea-
son for the relatively lower net added value and
net income per hectare. According to the net add-
ed value Northwest region is on third place after
the Southwest and South Central regions (Figure
). On the other hand, the achieved level of the
technological mechanization and the high labor
productivity are the reasons that rank the region
on the second place in terms of net added value
per annual labor unit (Figure 2). The indicator is
more than twice time higher than in both men-
tioned southern regions.

The structure of the used agricultural area in
the North Central region is close to the structure
of Northwest region. Cereal crops have the high-
est relative share — 52.6%, followed by sunflow-
er and rapeseed — 30% of the used agricultural
area. Favorable soil and climate conditions are a
prerequisite 9.5% of the used agricultural area in
the whole country occupied by field and green-
house vegetables, watermelons and melons to be
grown in the North Central region, as well peren-
nial crops — 13.2%. The regional production struc-
ture, the size of farms, the applied technologies
also define the highest net added value per annual
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labor unit in 2020. In terms of net added value per
hectare and net income per hectare, the region is
on fourth place among the other regions.

In terms of net income and net added value
per annual labor unit, the Northeast region is on
the second place among the regions in Bulgaria.
At the same time, the penultimate place in terms
of net added value per hectare and the lowest net
income per hectare are the reasons for the lower
productivity of the used agricultural land in the
region. Dobrich region is the leader in grain pro-
duction. 60.2% of the used agricultural area of the
district is occupied by cereals, which is 10.9% of
the total area in the country and 22.8% of the ce-
real production. The share of cultivated sunflow-
er and rape is high — 34.3% of the used agricul-
tural area and 21.8% of the national production.
59.3% of the farms in the region breed 15.2% of
the livestock units in the country.

Compared with the northern regions, the rel-
ative share of cereals from the used agricultur-
al area in the Southwest region is modest — only
29.2%. Technical crops occupy 12.4% of the used
agricultural area in the region. The leading crops
are sunflower and tobacco. 39.2% of all farms in
the country that grow tobacco are located in the
Southwest region (mainly in the Blagoevgrad re-
gion). The region is the leader in the country in
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Fig 1. Net added value and net income per hectare by regions

Source: MAF, Agrostatistic, 2022.
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terms of the agricultural area where potatoes are
grown — 50.8%. The favorable soil and climat-
ic conditions in this region, the proximity to the
Mediterranean Sea, etc. are a prerequisite to be
grown field and greenhouse vegetables, water-
melons and melons — 8.5% of the used agricul-
tural area and 9.4% of the agricultural area occu-
pied by orchards. The Southwest region ranks last
among the regions in terms of net income and net
added value per annual labor unit, lagging far be-
hind the three northern regions and the Southeast
region. On the other hand, the higher net add-
ed value per hectare and the higher net income
per hectare (highest among other regions) that is
formed in the region is an indicator for the high-
er efficiency of the used natural resources in this
region.

The soil and climatic conditions are a prereq-
uisite for the formation of a diverse production
structure in the South Central region. The region
is the country’s largest producer of milk, meat,
vegetables, most types of fruit, fodder crops, etc.
It is on second place in the production of grapes,
oilseeds, etc. 24.7% of the livestock units are bred
in South Central region. The region ranks first in
the number of raised cattle, buffaloes and sheep.
In terms of net added value per annual labor unit,
the South Central region ranks last. The average
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net added value per hectare rank the region on
first place among the other Bulgarian regions.

The production structure is also diverse in
the Southeast region. Despite the usual annual
changes in area and production, the region has
traditionally ranked first or second in production
of main crops. Data from the distribution of cul-
tivated land show a very high presence of cereals
and oil crops. Together they occupy 85.15% of the
cultivated land. The relative share of vegetables is
5.62%, and according to this indicator the region
ranks third in the country. According to the last
two agrarian reports, Southeast region is a lead-
er in fruit production — 26.3% from the nation-
al fruit production. The region has also a leading
place in the production of grapes and products
from their processing.

Based on the overview of the differences in
the production structure, it can be summarized
that:

» The difference of the net added value per
annual labor unit (average per farm) between
the highest value (North Central Region) and the
lowest (South Central Region) is 3.17 times. The
difference of the net income per annual labor unit
(average per farm) is higher between the North-
west and Northeast regions — 3.31 times. These
differences are explained by production special-

26915

23185 21085

6153 2619
I II o717
Southwest  South Central

Southeast

= Net income per AWU (BGN)

Fig. 2. Net added value and net income per AW U

Source: MAF, Agrostatistic, 2022.
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ization, significantly higher capital investments
and the higher degree of mechanization of pro-
duction processes.

* Average level of net added value and aver-
age net income per hectare show are higher in the
South Central and Southwest regions. The differ-
ence between the net income per hectare between
the South Central Region and the Northeast Re-
gion is more than 4.5 times, indicating the sub-
stantial differences in production specialization
and the presence of a more productions that bring
higher added value capabilities.

Expert assessment of the specialization of

farms by planning region

Experts gave relatively low to medium ratings
to the statement that agricultural specialization is
appropriate in the context of competitive advantag-
es in rural areas. The production specialization of
the majority of agricultural holdings is not consid-
ered suitable for the Northwest region. According
to them, the average score for the Northwest region
is only 2.33 (Figure 3). The potential opportunities
of the region are not used enough. The reasons are
the limited number of labor force, the significant
reduce of relative share of irrigated areas in the re-
gion and the strong reduction of animals. The ex-
perts rate the peculiarities and possibilities for spe-

3,95
3,63 3,65
3,27 31
2’33 I I

Northwest North Central Northeast

4,50
4,00
3,50
3,00
2,50
2,00
1,50
1,00
0,50
0,00

m Farm specialization is appropriate for the area

cialization of the agricultural sector in the North
Central region with highest score — 3.63.

The experts gave high assessment of the test-
ed statement that other productions of agricul-
tural products could be developed in the region,
which would realize a higher added value in five
regions. The highest score is given by the respon-
dents from the North Central and Southeast re-
gions, respectively 3.95 and 3.88. Only in the
South Central region the assessment of the cur-
rent production specialization is higher.

The assessment of the chosen from
agricultural holdings production
specialization

For the assessment of the chosen production
specialization is used a five-point scale. In the
Blagoevgrad region, the farmers gave a score
of 3.8 for the role of the markets in choosing the
production specialization of the farms, while
the scores of the other regions were lower — re-
spectively, the Dobrich region with 3.07 and the
Pazardzhik region with 2.8.

The role of direct payments and other CAP in-
struments for the choice of production specializa-
tion of farms was assessed with scores of 3.85 in
Pazardzhik district, 3.8 in Blagoevgrad and 3.4 in
Dobrich district.
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Fig. 3. Expert assessment of the specialization of farms and the possibilities for development of

productions with higher added value
Source: Own research.
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More significant are the differences in the as-
sessments of the importance of direct payments
and production specialization for the stability of
the farm’s financial condition. In the Blagoevgrad
region the score is 3, in Pazardzhik 4.0, and 3.36
in Dobrich.

Production specialization and participation in
network structures are not perceived as prerequi-
sites for the sustainable development of the econ-
omy. The formed assessments differ from 2.0 in
Blagoevgrad district to 3.7 in Pazardzhik district
and 2.93 in Dobrich district. The higher assess-
ment in the Pazardzhik region is related to the ex-
perience and practice of creating various network
structures in this part of the country.

A higher assessment was formed in the Pazard-
zhik region regarding the beneficial effects of the
applied technologies on the environment. It is 3.9

The product specialization of the farm ensures use of
the compatitive advantages of the area

The product specialization of the farm ensures use of
its production capacity

Applied technologies have a favorable impact on the
environment

Product specialization and participation in network
structures are a prerequisite for the sustainable
development of the economy

Product specialization and direct payments are

prerequisites for the stable financial condition of my
farm

Direct payments and other CAP instruments

The markets for agricultural products and the
resources for their production

0,0 0,5

against 2.8 in Blagoevgrad district. For the Do-
brich region, the formed assessment is 3.6.

Of indisputable interest are estimates of the
extent to which the production specialization of
farms ensures the full use of the production po-
tential. Obtaining maximum income from the
production factors available to the farm is a state-
ment rated with the highest score in Blagoevgrad
district (4.0). On second place is Pazardzhik dis-
trict (3.63) and Dobrich district (2.93).

The degree to which the current production
specialization of the farm uses the competitive
advantages of the region (the specialization is
suitable for the conditions of the region) was rat-
ed with the highest score in the Blagoevgrad re-
gion — 4.5, followed by the Pazardzhik region
—4.09 and the lowest is in the region Dobrich
—3.8.
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Fig. 4. Farmers’ assessment of the factors and consequences of the formed farm’s

production specialization
Source: Own research.
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Proposals and recommendations
related to increasing the added value of
agricultural production

There are two main directions for using the
advantages of production specialization to in-
crease added value. Depending on the specifics
of the area, the change in production specializa-
tion or its deepening may lead to the desired in-
crease in added value.

Change in production specialization

Regardless of the fact that for the period 2007—
2017 (IAE, 2019) there was an outflow of produc-
ers from productions with a higher added value
(extensive crops and animal husbandry), the pol-
icy continues to promote the change of the pro-
duction specialization in order to obtain relative-
ly higher added value. This change would have
an impact both at the micro level, increasing the
farmer’s income, and at the macro level, affecting
the development of the rural areas, as the prod-
ucts of the agricultural sector are used in both the
industry and service sectors. Increasing the num-
ber of farms that create higher added value would
improve the viability of rural areas by having a
positive impact in terms of achieving sustainabil-
ity and increasing their market orientation.

The development of productions with high add-
ed value is associated with high financial intensity
and participation in a longer value chain. Therefore
the main recommendations for implementing the
change of production specialization to productions
with higher added value are related to:

* Stimulation and financial support of crop
and livestock productions, which bring higher
added value through modernization and renewal
of technologies in farms, implementation of in-
novations;

* Implementation of a longer value chain and
increase in the market realization of agricultural
products;

* Access to irrigation in order to reduce the
risk of crop loss, due to the strong dependence
of some sectors creating high added value on the
availability of water resources.

Part of these recommendations for increasing
the added value of agricultural holdings can be

realized by the measures of the Strategic plan for
development of agriculture and rural areas and
other documents related to the implementation of
the Common Agricultural Policy for the period
2023-2027.

Significant role could have the promotion of
cooperation between the enterprises for achiev-
ing the objectives of the CAP through: the cre-
ation of quality schemes; promoting short supply
chains and local markets; agricultural partner-
ships, networks and clusters; social agriculture;
establishment of producer groups and producer
organizations, as well as other forms of coopera-
tion considered necessary to achieve the specific
objectives of the CAP.

During the new programming period contin-
ues the stimulation of the establishment of farms
by young farmers, new agricultural holdings and
the startup of non-agricultural activities (Art. 75
of Regulation (EU) 2021/2116) continues, as well
as the expansion and diversification of forms of
cooperation (Art. 77), which includes: prepara-
tion and realization of the projects of the oper-
ational groups within the European partnership
for innovation; supporting groups and organiza-
tion of producers or interbranch organizations,
etc.

In the Strategic plan for development of agri-
culture and rural areas, a special place finds the
irrigated agricultural sector in the context of ad-
aptation to climate change. It is rightly empha-
sized that providing irrigation in the most threat-
ened areas is key for stimulating the development
of intensive production (vegetables) with a high-
er added value. The support is aimed at irriga-
tion infrastructure in order to achieve econom-
ic sustainability by increasing the ratio of ben-
efits to the agricultural sector and to achieve en-
vironmental sustainability through efficient use
of water resources. The support “will be aimed
at operators who manage hydro melioration in-
frastructure and provide the service “Delivery of
water for irrigation” in accordance to the applica-
ble national legislation” (MAF, 2023).

Deepening the production specialization

In areas where the current production special-
ization of farms uses the competitive advantages
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of the area and is predominantly aimed at prod-
ucts with a higher added value per unit of used
resource, the efforts of farmers should be aimed
at creating prerequisites for improving market
conditions and to expand and diversify the mar-
kets for the sale of the products produced in the
rural areas. Good solutions are the organization
of markets on the territory of the district or the
improvement of existing ones through the devel-
opment and implementation of projects, as well
as the formation and organization of producers’
organizations.

Strengthening the market orientation of agri-
cultural producers is main element of the CAP
during the current programming period. In this
regard, deepening the production specializa-
tion of farms in regions where highly special-
ized farms prevail is of significant importance.
At the same time, the strengthening of the mar-
ket orientation of agricultural holdings also de-
pends on the state of the regional market infra-
structure. The main activities that could be un-
dertaken both for deepening the production spe-
cialization and for the development of the region-
al infrastructure are:

 Encouraging innovation activity towards the
development of smart agriculture by stimulating
and sharing knowledge, innovation and digitiza-
tion in agriculture and rural areas and promoting
their wider use;

* Development of digital infrastructure for
communications and use of software products
and applications in the production process;

* Encouraging the formation of producer or-
ganizations.

At the same time, the relevance of environ-
mental problems related to climate change, de-
pletion of natural resources, air and soil pollu-
tion, pressure on natural ecosystems and loss of
biodiversity has increased in recent decades. Tak-
ing into account the two current priorities (inno-
vation and environmental protection), more and
more farmers are starting to apply intelligent ag-
riculture, which works at a high-tech level. This
lead to achievement of higher production effi-
ciency, sustainable profitability and better qual-
ity products. In this regard, farmers could bene-
fit from support under the program Competitive-
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ness and innovations in enterprises for the period
2021-2027. It is an instrument for implementing
the European Cohesion Policy during the current
programming period.

The participation of farmers in producer
groups and organizations would improve their
market orientation by shortening the supply chain
to their final customers, improving the manage-
ment of farm financial flows and undertaking and
participating in risk management schemes.

The stimulation of the creation of networks
under the CAP (Article 126 of Regulation (EU)
2021/2116), the promotion of innovations in agri-
culture, support for partner training and the in-
clusion of all interested parties in the process of
knowledge exchange, has also an impact. On this
basis, it is logical to encourage the creation of
platforms, the organization of forums and events.
The specified activities require gathering infor-
mation and facilitating its dissemination, as well
as working in networks of funded structures and
projects aimed at supporting cooperation projects
between operational groups within the Europe-
an partnership for innovation, local initiative ac-
tion groups or similar structures for local devel-
opment, including for transnational cooperation.

Acknowledgments

The paper was developed under the project
“Development of Rural Territories in the Condi-
tions of an Economy Transforming to Sustain-
ability” (RTtowardsSE). The project is financed
by the Scientific Research fund and is imple-
mented by the Economic Academy “D. A. Tsen-
ov” — Svishtov, in partnership with the University
of National and World Economy — Sofia, and the
University of Economics — Varna, 2021-2024,
contract KP-06 PN 55/1 dated 15.11.2021.

References

Campi, M., Duenas, M., & Fagiolo, G. (2020). Spe-
cialization in food production, global food security and
sustainability. LEM Working Paper Series, No. 2020/05,
Scuola Superiore Sant’Anna, Laboratory of Economics
and Management (LEM), Pisa.

Czyzewski, A., & Smedzik-Ambrozy, K. (2015).
Specialization and diversification of agricultural



Uronomuka u ynpasnenue Ha ceickomo cmonavcmeo, 68, 3/2023

production in the light of sustainable development. Jour-
nal of International Studies Vol, 8(2), 63-73.

Doitchinova, J., Harizanova, H., Miteva, A. (2017).
Product restructuring of Bulgarian agriculture — dilem-
mas and strategic directions, in Strategies for the agri-food
sector and rural areas — dilemmas of development. Insty-
tut Ekonomiki Rolnictwa i Gospodarki Zywno$ciowej —
Panstwowy Instytut Badawczy, Poland, p. 222-235.

Doitchinova, Y., Miteva, A., Stoyanova, Z., Hari-
zanova — Bartos, H., Zaimova, D., Stanimirova, M.,
Kanchey, 1., Todorova, K., Terziyska, R. (2022). Sus-
tainable Multifunctional Rural Areas: Rethinking Farm-
ing Patterns and Systems in the Face of Increased De-
mands and Limited Resources. ISBN 978-619-232-599-2.

Ikova, J. (2013). Analysis of the specialization of ag-
ricultural holdings in Bulgaria under the terms of the EU
CAP. Agricultural Economics and Management, Vol. 58,
Issue 5-6.

Ivanov, B. et al. (2017). Synthesized report. 10 years
of CAP in Bulgaria. Center for Economic Research in
Agriculture, Agricultural Academy.

Juszezyk, S. (2004). Glgbokosé specjalizacji. Pro-
pozycja ekonomiczno-organizacyjna na przykladzie go-
spodarstw mlecznych makroregionu $rodkowego. Rocz-
niki Naukowe Stowarzyszenia Ekonomistow Rolnictwa i
Agrobiznesu, 6(3), 101-105.

Kirechev, D. (2018). Value chain finance in agri-
culture-an opportunity to improve access to finance for
Bulgarian agribusinesses. Izvestia Journal of the Union
of Scientists-Varna. Economic Sciences Series, 7(3),
294-299.

Lu, R., & Dudensing, R. (2015). What do we mean
by value-added agriculture? Choices, 30(4), 1-8.

Singbo, A. G., Emvalomatis, G., & Oude Lansink,
A. (2021). The effect of crop specialization on farms’
performance: a Bayesian non-neutral stochastic frontier
approach. Frontiers in Sustainable Food Systems, 5,
711530.

FAO. (1997). Agricultural and Food Marketing Man-
agement, ISBN 92-851-1003-7.

IAE. (2019). Analysis of the state of agriculture and
the food industry, SWOT analysis, Sofia.

IAE. (2020). Challenges for Bulgarian agriculture
and rural areas for the implementation of the new CAP,
Sofia.

MAF. (2023). Strategic plan for development of agri-
culture and rural areas.

Regulation (EU) 2021/2116 on the financing, manage-
ment and monitoring of the CAP and repealing Regula-
tion (EU) No 1306/2013.

47



