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An enterprise’s competitiveness is a category that can be characterised as real and potential.
Each company has a certain competitive potential, which in turn is a condition for increasing the
competitiveness. The aim of the article is to reveal the influence of competitive potential on the
competitiveness of the pharmaceutical companies in Bulgaria. The following research methods are
applied: financial ratios and analysis model of solvency assessment Durand as tools for performing a
valuable approach for determining the competitiveness and competitive potential.

Keywords: competitive potential, current competitiveness, potential competitiveness,
pharmaceutical industry.

Introduction. The pharmaceutical industry in Bulgaria has a key importance for
the modern Bulgarian industry. Users of the sector's production are the entire population
of the country. The produced output is competitive and part of it is realised on the world
markets. To carry out successfully its competitive activity, enterprises should
continuously develop their competitive potential, thus contributing to keeping
sustainable levels of competitiveness.

An enterprise's competitive potential is a complex set of competitive opportunities
that shape the factors of the enterprise's internal environment, provide the external
environment factors and generate the enterprise's competencies in planning flexible and
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adequate competitive conduct for amendment of the external environment [20, p. 279].

R. Dimitrova stated that the competitive potential of the enterprise is a system of
resources, which is characterised by corresponding quantitative and qualitative
indicators (parameters), and reflects the possibilities for active, dynamic development
and achievement of the set goals in a changing external environment [3, p. 26]. The
main system components of the enterprise's competitive potential relate to management,
resource, marketing, innovation and financial potential [3, pp. 27-28].

When performing an analysis of the competitive potential of an enterprise should
be considered the influence of extrinsic factors to raise competitiveness of the enterprise
as well as the preconditions to improve them [21, p. 106]. An expression of an
enterprise's competitiveness is its adaptability, expressing the adequacy of its responses
to the impact of the environment and complying the amendments to the dynamics of the
environment [6, p. 85].

According to N.P. Abaeva and T.G. Starostina, should distinguish between the
concepts of real and potential competitiveness of the enterprise. The real
competitiveness is determined by the market share compared to key competitors. The
potential competitiveness is determined by the competitive potential of the organisation,
which was formed through combining production, technological, financial, innovation,
personnel, management and other elements of potential [1, p. 24].

For the analysis of the competitive potential it is necessary, in addition to taking
account of the current indicators characterising activities of the firm, to analyse the
capabilities of each company to become competitive on the market in which it operates.
Therefore, the competitiveness indicator, formed by reflecting the impact of the
competitive potential of the enterprise, is an appropriate benchmark for determining the
potential competitiveness of the company as an integral value.

Methodology. For the purpose of the study applies a value approach, which
determines the level of competitiveness of the enterprise resulting from the impact of the
competitive potential and the change in its level.

The first step of the analysis is the calculation of the current competitiveness
coefficient for expressing the ratio between the gross proceeds of sales. The criterion, as
the competitiveness of an enterprise is the relationship between gross profit and net
turnover, compared to the previous period (if the ratio goes up, competitiveness is
retained, but if the value goes down-weakens and competitiveness) [16, p. 70]. Thus the
trend is expressed in amending the ratio. The higher the factor for competitiveness,
comprised shall be the most competitive company. Also, it must be an increasing value.

The next item, which is calculated, is the model of Durand for the assessment of
solvency of the undertaking. It serves to determine the development of the competitive
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potential. The model allows to analyse the solvency of an enterprise. It represents an
integral evaluation of financial sustainability based on scoring analysis. Three indicators
are used:

e Profitability of total capital (%);

e Current liquidity coefficient;

e Coefficient of financial independence.

In the model, these three factors involved with particular severity:

e Profitability of total capital-150;

e Ratio of total liquidity-33.33;

e Financial autonomy ratio — 40.

In accordance with this model the enterprises are divided into five classes:

I- Financially sustainable enterprises, which will return the loan;

- Business, with the risk in respect of the indebtedness, but cannot be
considered as risky;

[1I-  Problematic companies;

V- Undertakings with a high risk of bankruptcy even after the implementation
of measures in their financial rescue;

V- Practically insolvent enterprises [12, pp. 25-27].

The method allows, after analysis of the trend in the solvency change, to determine
the competitive potential of the enterprise in relation to its solvency. If it is an upward
indication, the conclusions are the enterprise will get a good credit score when a credit is
needed. This is also an indicator that allows foreign investors to assess the credit risk of
an enterprise in the willingness on the part of the investor to work with the surveyed
companies [12, pp. 25-27].

The next step of finding out the development of the enterprise’s competitive
potential is to form a weight score evaluation based on the results of the Durand model
used to draw conclusions on the solvency and financial sustainability of enterprises. By
comparing the trends in the change of the quantity obtained as a result, it is possible to
predict the direction of development of the competitive potential of the enterprise and,
consequently, its impact on the increase of competitiveness.

After calculating the weights, according to the defined class to which businesses
belong, a general weight evaluation is made as a sum of the weights by the individual
indicators. Because the overall weight score can be traced and the change in the
competitiveness.

Analysis of recent research and publications. Based on the analytical study of
the literary sources in this paper, it is concluded that the competitiveness and
competitive potential of the enterprise are subject to research by a number of scientists.
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The subject develop is based on modern theoretical ideas of authors in the field of
competitiveness and competitive potential as Porter, M. [15], Fathutdinov, R.A. [5],
Mazilkina, E.l. and Panichkina, T.G.[13], Mironov, M.G.[1], Fashiev, H.A. [4],
Semenenko, S.V. [19], Frum, O.L. [9], Tchainikov, L.N. And Tchainikova, V.N. [2],
Suska, A.A. [20], Goldstein, G.Y.[10], Salihova, J.Y. [18] etc.

On the basis of the definitions given by some authors, such as Fashiev, H.A. [4]
and lvanova, E.A. [11]. is the distinction between real and potential competitiveness of
the undertaking which makes the connection with its competitive potential as a condition
for increasing the potential competitiveness. This relationship between the categories is
also found in the definition given by Fomchenkova, L.V. And Dli, M.I. [7], according to
which the competitive potential provides the competitiveness of the enterprise and
creates the conditions for the development and improvement of the competitive position
of the enterprise in the future.

Previously unsettled problem constituent. At the same time, our studies show
that no more further research has been conducted in the pharmaceutical industry in
Bulgaria about the impact of the competitive potential on the competitiveness of
pharmaceutical companies. The need for research on competitiveness and the
competitive potential of pharmaceutical companies is justified, on the one hand, the
dynamics of the categories and permanent changes in factors of environment of
enterprises and, on the other hand, by the pharmaceutical industry as the sector “with the
highest value added per worker™ and “the highest intensity of research and development

[8]”.

Main purpose of the article. The aim of the article is to reveal the influence of
competitive potential on the competitiveness of the pharmaceutical companies in
Bulgaria.

Results and discussions. Based on the results of the calculated competitiveness
ratio as a ratio between gross profit and net turnover, the change in the competitive
position of enterprises over the years from a five-year survey period can be traced. For
each item, that corresponds to the company's place on the list, the weight score is
determined. According to the total score for the five years formed one average, which
gives the establishment one of the three possible classes of competitiveness indicator -
respectively high, moderate and low.

The following table (Table 1) groups all tested companies, according to the class of
a company's competitiveness.
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Table 1. Group companies according to their affiliation to the class of
competitiveness

Bulgaria EOOD, Pharmaceutical | Pharma AD -
Plants Milve AD, Fortex | Dupnitsa.
Nutraceuticals 00D, CSC
Pharmaceuticals Bulgaria EOOD.

Class | Class I Class 111

Adipharm EAD, BB - | Balkanpharma Dupnitsa AD, | Adisan Pharma

NCIPD EOOD, MS | Balkanpharma Razgrad AD, | EOOD, Alvogen
o | Pharma AD, Sopharma | Balkanpharma Troyan AD, Veta | Pharma Trading
% AD, Chemaxpharma | Pharma AD, GE Pharmaceuticals | Europe EOOD, Galen
‘; EOOD, Tchaikapharma | OOD, Ecopharm EOOQOD, Inbiotech | Pharma OOD, Nobel
€ | High-Quality Medicines | OOD, Kami Medical EOOD, Medica | Pharma 00D,
g— AD. AD, Ramcopharm OOD, Roche | Unipharm AD,
(@}
@)

Source: Author’s systematisation

After calculating the scores, according to the defined class in which the companies
fall, a general weight score evaluation is made as a sum of the three weight scores by the
individual indicators. After determination of the common weight score for each one of
the establishments in each year of the research period, we have the ability to track the
trend in the solvency change.

Table 2. Grouping into classes by level of competitive potential, according to the
method for the assessment of solvency Durand

Class | Class 1 Class 111 Class IV Class V
- BB - NCIPD | Adipharm EAD, Balkanpharma | Adisan Alvogen
EOOD, Dupnitsa AD, Balkanpharma | Pharma Pharma
Balkanpharma Razgrad AD, Sopharma AD, | EOOD, Trading
Troyan AD, MS | Pharma AD - Dupnitsa, Kami | Veta Europe
GE) Pharma AD, | Medical EOOD, Pharma AD, | EOOD,
o Roche Bulgaria | GE ~ Pharmaceuticals ~ OOD, | Pharmaceuti | Nobel
> EOOD, Fortex | Ecopharm EOOD, Medica AD, | cal Plants | Pharma
=] Nutraceuticals Unipharm  AD, Ramcopharm | Milve AD, | OOD.
£ 00D, OOD, CSC Pharmaceuticals | Galen
S Chemaxpharma | Bulgaria EOOD, Tchaikapharma | Pharma
EOQD, Inbiotech | High Quality Medicines AD. OO0D.

OOD.
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Source: Author’s systematisation

Analysing the summary data for the pharmaceutical industry, we can see that is not
characteristic persistence in the level of solvency. Even the large and well-established
companies are not in the top positions. However, the majority of them are developing
their potential to lower credit risk and high solvency in a positive way.

Table 3. Grouping enterprises, according to the level of the financial condition and
according to the level of competitive potential

Level of Class of the

financial Name of the Enterprise competitive | Name of the Enterprise

condition potential

Group 1 Balkanpharma  Troyan  AD, | Class | -

Unipharm AD, Balkanpharma
Razgrad AD, BB - NCIPD
EOOD, Inbiotech OOD, Medica
AD, MS Pharma AD,
Ramcopharm OOD, Pharma AD
— Dupnitsa, Chemaxpharma
EOOD.

Group 2 Balkanpharma  Dupnitsa AD, | Class |1 BB - NCIPD EOOD, Balkanpharma Troyan AD, MS
Sopharma AD, Pharma AD, Roche Bulgaria EOOD, Fortex
Tchaikapharma High  Quality Nutraceuticals OOD,

Medicines AD, Chemaxpharma EOOD, Inbiotech OOD.
Veta Pharma AD, GE

Pharmaceuticals 00D,

Pharmaceutical Plants Milve AD,

Fortex Nutraceuticals OOD.

Group 3 CSC Pharmaceuticals Bulgaria | Class Il Adipharm EAD,

EOOD, Ecopharm EOOD, Balkanpharma Dupnitsa AD, Balkanpharma Razgrad
Adipharm EAD, Adisan Pharma AD,
EOOD. Sopharma AD,
Pharma AD — Dupnitsa,
Kami Medical EOOD,
GE Pharmaceuticals OOD,
Ecopharm EOOD,
Medica AD,
Unipharm AD, Ramcopharm OOD,
CSC Pharmaceuticals Bulgaria EOOD,
Tchaikapharma High Quality Medicines AD.

Group 4 Roche Bulgaria EOOD, Nobel | Class IV Adisan Pharma EOOD, Veta Pharma AD,
Pharma EOOD, Galen Pharma Pharmaceutical Plants Milve AD, Galen Pharma
0OO0D. OO0D.

Group 5 Alvogen Pharma Trading Europe | Class V Alvogen Pharma Trading Europe EOOD, Nobel

EOOD, Kami Medical EOOD.

Pharma OQOD.

Source: Author’s systematisation
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The findings after comparison of the financial situation and the competitive
potential are aimed at determining which companies, despite the precarious financial
position have a high possibility to increase their competitiveness.

According to the comparative table of the current financial situation and the
competitive potential of the enterprises, stand out a total of three groups. The first group
includes companies whose financial status is higher than their competitive potential, the
second group of companies includes those, whose group and class match as a number,
and in the third group are undertakings whose competitive potential is in a higher class
than their financial condition. The analysis of the profile of the companies belonging to
the third group could serve as a benchmark in determining the criteria for increasing the
competitive potential.

Table 4. Grouping enterprises, according to the trend of alteration of the
competitive potential

Group 1 Group 2 Group 3
Adisan Pharma EOOD, Balkanpharma Dupnitsa AD, | Adipharm EAD, Roche
Balkanpharma Razgrad AD, Balkanpharma Troyan | Alvogen Pharma Trading | Bulgaria
AD, BB - NCIPD EOOD, Europe EOOD, EOOD,
Veta Pharma AD, GE Pharmaceuticals OOD, Galen Pharma OOD, | Kami
Inbiotech OOD, Medica AD, Ecopharm EOQOD, Medical

MS Pharma AD, Nobel Pharma EOOD, Ramcopharm | Fortex Nutraceuticals | EOOD.
OO0D, Sopharma AD, Unipharm AD, Pharma AD — | OOD,

Dupnitsa, Pharmaceutical Plants Milve AD, CsC Pharmaceuticals
Chemaxpharma EOQOD, Bulgaria EOOD.
Tchaikapharma High Quality Medicines AD.

Source: Author’s systematisation

Should match the studied companies in two indicators - competitiveness and
competitive potential. For this purpose, we'll use a table that will spread them. The table
represents the matrix, adapted to the specificity of the sector.
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Table 5. Matrix for positioning of enterprises according to their affiliation to the
respective classes of competitiveness and competitive potential

Class of competitiveness of the Enterprise

MS Pharma AD,
Chemaxpharma EOOD,
BB - NCIPD EOOD.

Balkanpharma Troyan AD,
Fortex Nutraceuticals OOD,
Roche Bulgaria EOOD,
Inbiotech OOD.

11 Adipharm EAD,
Sopharma AD,
Tchaikapharma  High

Quality Medicines AD.

Class of Competitive potential

Balkanpharma Dupnitsa
Balkanpharma Razgrad AD,
GE Pharmaceuticals OOD,
Ecopharm EOOD,

Kami Medical EOOD,
Medica AD,

Ramcopharm OQOD,

CSC Pharmaceuticals Bulgaria EOOD.

AD,

Pharma AD — Dupnitsa,
Unipharm AD.

v Veta Pharma AD, Adisan Pharma EOQOD,
Pharmaceutical Plants Milve AD. Galen Pharma OOD.
\% Alvogen Pharma Trading Europe

EOOD, Nobel Pharma EOOD.

Source: Author’s systematisation

The results of the calculated integral evaluation are outlined in the following table.

Table 6. Integrated assessment of competitiveness, according to the place in the
matrix of each of the companies

Class of competitiveness of the Enterprise

s

|5

2 | 3.00

o

2 Il 2.75 1.75 0.75
“éi I 2.50 1.50 0.50
o

O W 1.25 0.25
o

2

& Y; 1.00 0.00
O

Source: Author’s systematisation
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According to the summary score generally can identify three levels of potential
competitiveness:

1 - rated from 3 to 2.25 - high potential competitiveness;

2 - with a score of 2 to 1.25 - moderate potential competitiveness;

3 - with a score from 1 to O - lowest potential competitiveness.

According to the formed weight score may draw the conclusion that with a score
from O to 1 inclusive are 6 enterprises; 1.25 to 2 includes fourteen enterprises; from 2.25
to 3 includes six enterprises.

Table 7. Number of enterprises, according to the level of potential competitiveness

Number of enterprises
With high potential competitiveness 6
With moderate potential competitiveness 14
With low potential competitiveness 6

Source: Author’s systematisation

Graphically depicting the proportion of enterprises, according to the level of
potential competitiveness looks like this:

Number of Enterprises

m With high potential
competitiveness

® With moderate
potential
competitiveness

With low potential
competitiveness

Fig. 1. Proportion of enterprises, according to the level of potential competitiveness
Source: Own calculations
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In the production of pharmaceuticals sector, apparent from the analysis undertaken,
54% of enterprises surveyed have a moderate potential competitiveness.

Analysing the results of the application of the method for calculating the current
competitiveness, we should make some conclusions.

Sopharma AD, Balkanpharma Dupnitsa AD and Balkanpharma Razgrad AD,
maintained their solvency level for class three, which, according to the method used is
the class with problematic enterprises. Although the summary assessment, analysing the
result, this reference to class three of the leading industry companies is due to the low
profitability of equity. Financial independence and overall liquidity are in a higher class.

In the permanent grade two for the research period are Roche Bulgaria EOOD, the
leading company in sales of medicinal products on medical prescription, Balkanpharma
Troyan AD, Forteks Nutraceuticals OOD and Chemaxpharma EOQOD. This is the class
of companies at risk in respect of the indebtedness. With the positive trend in the change
of the solvency are the companies: Tchaikapharma High Quality Medicines AD,
Unipharm AD, BB - NCIPD EOOD, GE Pharmaceuticals OOD, Medica AD and CSC
Pharmaceuticals Bulgaria EOOD.

A negative trend in the change of the overall weight score has: Ecopharm EOQOD,
Adipharm EAD,Veta Pharma AD, Galen Pharma OOD, Inbiotech OOD, Kami medical
EOOD, MS Pharma AD, Nobel Pharma OOD.

On the other hand, the indicator is too dynamic to be interpreted only according to
the trends of the five-year period.

Judging by the constant changes in the environment, a comparison for the last two
periods would be more suitable for the top positions on the solvency of companies and
the lowest levels of risk.

For the 2013 companies in the first class are missing. Nine businesses are in the
second class, eleven establishments are in class three, four are in the fourth grade and
two to grade five.

In 2014 four of the positions are in class up, as well as four companies have a
negative trend. The rest retain their position.

A leading enterprise in 2014 with first class is BB - NCIPD EOQOD, followed by
CSC Pharmaceuticals Bulgaria EOOD, MS Pharma AD, Ramcopharm OOD, Roche
Bulgaria EOOD, Tchaikapharma High Quality Medicines AD, Unipharm AD,
Balkanpharma Troyan AD, Chemaxpharma EOOD, GE Pharmaceuticals OOD, Fortex
Nutraceuticals OOD, Medica AD, according to the value of the weight score,
respectively, belonging to class two. Class three, again according to the value of the
summarised weights evaluation is in the following sequence: Balkanpharma Dupnitsa
AD, Adipharm EAD, Pharma AD — Dupnitsa, Balkanpharma Razgrad AD, Sopharma
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AD, Inbiotech OOD.

At the bottom of the rankings are four companies, belonging to group five -
Alvogen Pharma Trading Europe EOQOD., Galen Pharma OOD, Kami Medical EOOD
and Nobel Pharma OOD with a zero rating.

By applying the model of Durand, we are again getting results, on the basis of
which we can analyse current and potential capabilities of the enterprises surveyed in
connection with their competitiveness.

To the group three belong the Enterprises: Roche Bulgaria EOOD and Kami
Medical EOOD. The two companies have a lower real competitiveness compared to
their competitive potential.

Group two belongs to the enterprises whose competitive potential corresponds to
the level of their real competitiveness. These are the companies: Adipharm EAD,
Alvogen Pharma Trading Europe EOOD., Galen Pharma OOD, Ecopharm EOOD,
Forteks Nutraceuticals OOD, CSC Pharmaceuticals Bulgaria EOOD.

In the first group are the other undertakings whose real competitiveness is in a
higher class than their competitive potential.

Conclusions and further research directions. Companies today operate under a
market uncertainty. In order to take correct management decisions of the management
staff, it should be provided with reliable and objective information of an economic
nature of business of the company. So decisions can be made without taking
unjustifiably high risk. There is a direct link between the management of the enterprise's
competitiveness and financial analysis, and it is expressed in the fact that the financial
analysis is a tool for effective management of the enterprise's competitiveness.

The level of company's competitiveness can be evaluated by using the results of the
calculated coefficients affecting profitability and solvency of the enterprise, which
indicators directly affect the opportunities for successful management of
competitiveness.

Organisations cannot directly influence on financial results, since in principle,
financial indicators have efficiency character, i.e. they are a consequence of the overall
management and operation of the enterprise. Attention should be directed to those areas
where direct management is possible.

Our companies such as Sopharma AD, part of the most successful group of
companies in Bulgaria and even the biggest pharmaceutical company in Bulgaria, as
well as Balkanpharma Dupnica AD and Balkanpharma Troyan AD, as production
facilities of large and continuously growing global company, Actavis, Roche Bulgaria —
the first in the sales of medicinal products, sold by prescription in the country, and last
but not least Tchaikapharma High Quality Medicines AD as the fastest growing
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manufacturer of medicinal products in Bulgaria, are also with one of the most successful
results of their work, because their leadership strives to attain higher results similar to
those of large European and world leaders.

Unlike the results that determine the most competitive enterprises at present, the
level of competitive potential in these same companies may be lower than in some of the
companies with a lower competitive position at the moment.

The competitive potential of the enterprise is mainly based on implicit potential for
future development and improvement of the competitive position by increasing the level
of competitiveness. Many of the new companies on the Bulgarian market have a low
current competitive position, but with stable indicators, providing a positive trend
tendency to develop their competitive potential.

Through the development of an expanding communication network with
organisations operating in the field of innovation and research, following the trends for
increasing consumption, the higher awareness of the Bulgarian citizens about their
health culture, and therefore great care to maintain the health, companies operating in
the field of pharmaceutical production will have competitive potential, developing in a
positive direction and influencing the rise of competitiveness.

Undertakings engaged in the pharmaceutical industry, have to continuously
improve their management methods as they operate in an extremely dynamic
environment with ever-changing circumstances. Competition in this sector is very high
because the demand of medicinal products in Bulgaria is at a high volume. Businesses
need to be constantly ready to respond to any change in the market. It is desirable to take
an example from the big international companies, leaders in the industry.

Despite the fact that the market is saturated, it can be expected that there will be a
positive trend in the supply of drugs, so businesses will continue expanding of their
deals and especially those that are export-oriented. In recent years Bulgaria has been
able to comply with the corresponding to all the countries of the European Union
directives and regulations. Due to the European requirements for this sector, domestic
producers have made significant investments to modernise their production facilities.
Many of the top producers in the country have been privatised and international activity
is becoming increasingly important for the sector’s development.

The Bulgarian pharmaceutical industry has established itself as one of the fastest
growing sectors of the Bulgarian economy in recent years. Traditions and good
experience in producing high-quality pharmaceuticals at competitive prices are
advantages that make the Bulgarian pharmaceutical market an attractive destination for
starting a successful business.

The future studies of the author will be directed towards research and evaluation of
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the ways to develop the competitive potential of pharmaceutical companies in Bulgaria
in order to increase the competitiveness of enterprises.
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PABBUTHUE KOHKYPEHTHOI'O IIOTEHIINAJIA KAK YCJIOBHUE NIOBBILIEHU S
KOHKYPEHTOCIIOCOBHOCTHU ®APMAIIEBTUUYECKHUX KOMIIAHUM B BOJITAPUA
TumodeeBa Cperiiana PymenoBa
acnupanm Kageopol «Meneorcmenm u MapKemunz)

FOzo3anaonwiit ynueepcumem «Heogpum Punvckuyn, boncapus

Koukypenmocnocobnocms ~ npeonpuamus -  3mo — Kameeopus,  KOMOPYK) — MOMNCHO
oXapaxkmepuzo8ams Kaxk peanvbHylo u nomenyuanvuyro. Kasxcoas komnanus umeem onpeoeneHHbll
KOHKYDEHMHO20 NOMEHYUAad, 4mo, 8 CB80I0 ouepedb, AGIAemcs Nnped8apumenbHbiM YCilosuem
nosvlueHusi KOHKypeHmocnocobnocmu. Ilene cmamovu - 6blA6UMb  GIUAHUE KOHKYPEHMHO20
NOMeHYUaNa Ha KOHKYPeHmocnocobHocms gapmayesmuieckux komnanutl 8 boneapuu. Ilpumensiomes
credyiowue  Memoobl  UCCLe008AHUSL:  (DUHAHCOBble — KOd@uyuenmvl U MoOelb  AHAIU3A
niamedicecnocoonocmu  Durand kak uHcmpymenmul Ol peaiuzayuu  YeHHo2o nooxooa O0is
onpeoenerus Ypogensb KOHKYPEHMOCNOCOOHOCMU U KOHKYDEHMHbIU NOMEHYUA.

Kntouegvie cnoea: KoukypeHmmuwlli  NOMeEHYUan, — mMeKywas  KOHKYPEHMOCHOCOOHOCHIb,
NOMEHYUANbHASL KOHKYPEHMOCHOCOOHOCMYb, (hapmayesmuiecKkas npoMblULIeHHOCHb.



