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Problem Statement. Bulgarian industrial enter-
prises operate in extremely competitive global markets
that are characterized by complex economic relation-
ships among market players, great variability of the cur-
rent rules and mechanisms and great market volatility.
The uncertain and dynamic market situation, on the one
hand, and the multi-faceted business objectives and
goals — on the other, undoubtedly lead to many options
when choosing a market behaviour model. The formu-
lation, creation and implementation of the appropriate
model of market behaviour demonstration, which en-
sures that Bulgarian industrial enterprises adapt timely
to modern challenges, create prerequisites for the emer-
gence (appearance) of multiple risks. The majority of
potential risks can have a significant impact on the status
and performance of industrial enterprises, their compet-
itiveness and market efficiency. Therefore, the ability of
industrial enterprises to develop and implement an ade-
quate and reliable risk management process is becoming
a vital factor for their normal operation and develop-
ment.

Analysis of Researches and Publications. The
risks related to the behaviour demonstrated by industrial
enterprises on target markets are a topical scientific field
for theoretical and empirical research, which is con-
stantly expanding its range and is increasingly attracting
scholars’ interest. The following foreign scholars deal
with this issue: Ph. Kotler, K. Keller, W. Beaver, G. Par-
ker, J. Fraser, B. Simkins, C. Pritchard, A. Decker, I. T.
Balabanov, 1. S. Menshikov, D. A. Shelagin, D. V.
Sokolov, A. V. Barchukov, N. V. Hohlov, etc. A number
of Bulgarian scholars also contribute to the issue: R.
Gabrovski, B. Nikolov, T. Nenov, M. Aleksandrova, P.
Banchev, N. Yankov, etc.

The objective of this article is to highlight some of
the main risks accompanying the demonstration of a cer-
tain market behaviour by Bulgarian industrial enter-
prises, to present the results of analyzing the risk expo-
sure and problem areas in their market behaviour, and to
justify the opportunities for affecting the risks and hence
to limit and reduce the adverse consequences of their oc-
currence.

Presentation of the Main Material. The dynamic
and uneven development of markets and the rapid de-
velopment of market relations arising from globaliza-
tion have led to an increase in the uncertainty related to
the adoption of a particular market behaviour model by
Bulgarian industrial enterprises. The industrial enter-
prises in Bulgaria have become particularly sensitive to
the changes in market parameters (factors) and new mar-
ket challenges (increased competition, changes in de-
mand and consumer buying behaviour, strong market
segmentation, market saturation in more and more prod-
uct categories, etc.) [6]. This inevitably raises the likeli-
hood of the occurrence of a number of risks and in-
creases their degree of risk exposure. It is a fact that
there are a lot of risks in the market behaviour of indus-
trial enterprises in Bulgaria and they are characterized
by a great diversity (see Fig. 1). The attempt for a sys-
tematization and priority treatment of certain types of
risks is predetermined by the risk profile specifics, their
diverse nature, size and dynamics (intensity), the fre-
quency of occurrence and the weight (size) of the con-
sequences, and the functional area of manifestation [1;
4; 8].

Based on an empirical study among 115 industrial
enterprises in Bulgaria!, which have different objects of
activity, some of which — strongly export-oriented, it
was found that according to their ‘nature’, the share of
subjective risks predominates (56.9%). These risks are
most often associated with the educational and qualifi-
cation level, professional experience, competencies,
abilities and attitudes of executives involved in the de-
velopment of the enterprise’s marketing strategy. For
example, 28.6% are the result of the executives’ errone-
ous assessment of the short- and long-term interests re-
lated to the industrial enterprise’s behaviour on special-
ized markets, 25.8% are due to errors in assessing the
current state and the nearest prospects for market devel-
opment, 19.1% — due to the incorrect market situation
forecast, 14.6% —due to the inadequate needs assess-
ment in the sphere of consumption and domestic pro-
duction, 11.9% — due to premature or untimely decision-
making, as well as the implementation of inoperative
models on demonstrating appropriate market behaviour.

! Structurally, the majority of enterprises are medium-sized — 51.2%, small-sized enterprises are 23.8%, large-sized enter-
prises — 15.5% and micro-enterprises — 9.5%. According to the form of capital ownership, the majority of industrial enterprises
are entirely funded by Bulgarian capital — 52.4%, 36.9% are funded by mixed capital and only 10.7% are totally funded by

foreign capital.
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The proportion of the objective risks is also quite sub-
stantial (43.1%), which can hardly be controlled, pre-
dicted and managed by the executives in the industrial
enterprises. These are the risks which are due to the
multi-directional and dynamic impact of the business
environment factor parameters (see Table 1). The results
obtained show that executives are increasingly expe-

riencing difficulty in making the right decisions, in-
depth analysis and objective assessment in response to
the changes in the external environment. Therefore,
more innovation and flexibility in the management ap-
proaches are desirable, as well as learning from the ex-
perience and implementing the best practices of the
leading industrial organizations in this field.

* subjective risks

According to the nature SN
& * objective risks

* risks related to market

research

* risks related to product management
* risks related to determining price
* risks related to distribution policy

According to the sphere of
emergence

* external risks
« internal risks

According to the place of
emergence

« anticipated risks
s predictable risks
s unpredictable risks

According to the chance to
be predicted

* dynamic risks

According to variability « static risks

Fig. 1. Types of risks, related to the market behaviour of industrial enterprises

Table 1
Structure of Bulgarian industrial enterprises according to the assessment of macro-
and meso-factors, influencing their market behaviour
Macro-factors Impact strength*

0 1 2 3 4
Macroeconomic stability - 8.3 7.1 19.0 63.1
National legislation 24 6.0 13.1 36.9 41.7
International trade regulations and restrictions 3.6 24 4.8 23.8 61.9
Market liberalization 1.2 2.4 16.7 58.3 214
State of the financial and capital markets 24 6.0 14.3 34.5 39.3
Number and structure of the country’s population 3.6 4.8 58.3 25.0 8.3
Migration processes 3.6 6.0 51.2 22.6 14.3
Education and professional training of the population 1.2 24 20.2 26.2 46.4
Development of information and communication technologies 1.2 1.2 34.5 4.8 58.3

Meso-factors Impact strength

0 1 2 3 4
Presence of established (good) practices in market behaviour in the sector 1.2 9.5 7.1 17.9 61.9
Production features and characteristics of goods and services requiring specific market behav-
iour methods and activities ) o W o e
Number of enterprises in the sector, having an impact on the level of competition - 3.6 8.3 63.1 214
Concentration of enterprises in the sector in a certain region 24 6.0 13.1 58.3 17.9
Presence of production and social infrastructure 24 - 17.9 16.7 60.7

* Assessment scale from 0 to 4: 0 — no impact; 1 — almost no impact,; 2 — slight impact, 3 — moderate impact, 4 — strong

impact.

The study reveals surprising results regarding the
functional area of risk manifestation associated with the
market behaviour of Bulgarian industrial enterprises.
The fact that there are risks associated with market re-
search planning, organization and implementation in al-
most a third (31%) of the industrial enterprises is nega-

tive. In particular, these are risks of incorrect definition
of the problem and objectives of the study (10.7%) im-
proper planning and budgeting (41.4%), poor choice and
non-compliance with the drawbacks of the methods for
collecting information (19.1%), improper systematiza-
tion, analysis and presentation of information (29.1%),
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which inevitably leads to unrealistic presentation of the
final results and making wrong decisions. This is a proof
that specialists are not well-trained to carry out qualita-
tive research, there is a lack of organizational experience
and knowledge of the best practices in the area of the
study, difficulties in providing funds, etc. In practice,
this leads to serious negative consequences and a num-
ber of difficulties in demonstrating a particular behav-
iour towards market participants. The fact is that Bul-
garian industrial enterprises are not able to carry out
good market segmentation or choose the wrong target
market.

Overall, the proportion of industrial enterprises,
where there are risks related to product management, is
small (9%). These risks are due to incorrectly specified
product nomenclature and range (8.3%), limited oppor-
tunities for developing and introducing new products
(61.9%), bad positioning of products (8.6%), lack of
own brands (13.8%) and delays in product removal
(7.4%). Unfortunately, the trend regarding the innova-
tion activity of Bulgarian industrial enterprises remains
negative. They do not find enough good conditions and
resources to develop innovative products [5]. Gradually,
this trend leads to limiting the achievement and mainte-
nance of high competitiveness and to missing the oppor-
tunities to reach leading positions. Over 70% of the Bul-
garian industrial enterprises prefer to take a position
near an existing competitor, and only 28% — to fill the
vacant competitor’s position by offering a new product
on the market.

At the same time, about half of the surveyed enter-
prises (18%) indicate that there are risks associated with
product pricing. They are the result of reporting only the
influence of economic factors and not of psychological
factors in determining the price (12.3%), changes in the
level and structure of expenditure (78.5%), and poor
price adaptation to the specific market conditions
(9.2%). Although the share of these risks is relatively
low, it is worrying that enterprises inadequately and in-
completely establish the impact of factors affecting the
prices of the products, do not disclose reserves and op-
portunities for reducing costs and do not work out
measures to adapt the price to the specific market con-
ditions [7].

Bulgarian industrial enterprises find risks associ-
ated with the distribution policy (42%) the most diffi-
cult. These arise due to a wrongly designed and imple-
mented distribution policy (12.6%), poor choice of a
distribution channel (44.7%), unjustified determining of
the common distribution strategies (15.5%), and inade-
quate development of the distribution plan, programmes
and events (27.2%). Therefore, Bulgarian industrial en-
terprises cannot achieve good management and organi-
zation of their product flows and ensure their effective
delivery to consumers. They fail to reduce the time and
cost of delivery, control the output, optimize the struc-
ture and relationships between the parties in the ex-

change process, as the distribution chain, which they ap-
ply, is long and involves a large number of specialized
distributors (intermediary units). In this sense, industrial
enterprises have difficulties in managing distribution,
which in turn influences their behaviour on the special-
ized markets.

At the same time, more than half of the industrial
enterprises in Bulgaria (53%) experience external risks.
They are due to a non-compliance with the contract
terms by the supplier or intermediaries, unfair competi-
tion, presence of political instability, new international
treaties and agreements, changes in consumer require-
ments, preferences and habits, migration processes, de-
mographics, traffic accidents, etc. For 47% there are in-
ternal risks arising from the specifics of the industrial
enterprise business activities. They are usually associ-
ated with non-implementation of the production pro-
gramme, lowered or no control over product quality, use
of worn out and obsolete equipment, worsened financial
situation, problems in supply, etc.

It is noteworthy that the risks associated with mar-
ket behaviour are anticipated for 44.6% of the industrial
enterprises, and predictable — for about 27.2%. This is
mainly due to the fact that these enterprises make pre-
dictions, analyses and evaluations by gathering, pro-
cessing, systematizing and analyzing information re-
garding risks. In particular, the factors shaping the risk
situation are traced, which helps to identify them more
accurately, i.e. risks are predicted on the basis of previ-
ous experience. Therefore, the likelihood of occurrence
of'these risks, i.e. the frequency and weight of any losses
and damages from them, as well as the possible sources
can be predetermined and the causes eliminated by im-
plementing specific measures to counteract and mitigate
their negative consequences.

An alarming finding is that risks are unpredictable
for almost a third (28.2%) of the industrial enterprises,
i.e. these are risks that are difficult to foresee and the
probability of their occurrence cannot be premeasured
due to their nature, which makes them difficult to assess.
This fact impedes both the provision of prompt and
timely response in case of unfavourable market situa-
tions and the demonstration of adequate market behav-
iour.

It should be borne in mind that dynamic risks are
of great importance for the demonstration of certain
market behaviour by Bulgarian industrial enterprises.
These risks are of varying frequency and intensity of oc-
currence (see Fig. 2). The following risks have the most
constant frequency of occurrence — an increase in com-
petition and changes in public needs as well as an in-
crease in receivables from contractors and third parties.

It should be noted that these risks are external for
industrial enterprises, which further impedes tracking,
analyzing, and assessing them, hence, predicting and
implementing adequate ways of reducing and neutraliz-
ing them. The dynamic occurrence of this group of risks

113

Exonomiunmii Bicauk Jlonbacy Ne 4(42), 2015



Z. S. Ivanova

Raising (collecting with difficulty) the receivables from
contractors and third parties

Incorrectly developing the distibution network

Raising the price levels and uncertainty from the exchange rate
Increasing traffic accidents

Raising objections and claims

Increasing competition

Breach of the contract terms by the partners

Change in public needs

Inexact or incomplete market research

Increasing the unsold products

. 535 |EiF%7
533 o000,

NUN T 586 85
40 s

79] 50 A
AT TN 36,9 SRS
6] 5L6 000048000005
s 532 912
S e A

o

36,6 |

Z7

46,7

Repeatedly @DOften @ERarely # Accidentally

Fig. 2. Structure of Bulgarian industrial enterprises according to the frequency of occurrence
of risk situations regarding their market behaviour

leads to unfavourable characteristics and dimensions of
market positioning, company reputation and public im-
age, the competitive power of the product portfolio and
of industrial enterprises as a whole, their cash flows and
financial results.

Regarding competition as the major risk is not ac-
cidental, since with the liberalization and opening of
markets the global competition becomes more intense
both in terms of product proposals and the development
of marketing strategies [2]. This inevitably affects the
positioning of the products of Bulgarian industrial en-
terprises and leads to demonstrating certain behaviour
on the market. Bulgarian industrial enterprises offer
their products both on domestic and international spe-
cialized markets. Small entities (including micro enti-
ties) sell their products mainly on the domestic market,
while the production of medium- and large-size enter-
prises is predominantly export-oriented. The share of
economic entities whose production is sold both on do-
mestic and international markets is 65.5%, while 34.5%
of them are focused entirely on domestic markets. The
main export markets are the EU Member States —
Greece, Romania, Germany, France, Great Britain, It-
aly, Austria, as well as the non-EU countries — Turkey,
Macedonia, Serbia, and Russia, which further strength-
ens competition and puts Bulgarian industrial enter-
prises at risk.

At the same time, the fact that industrial entities in
Bulgaria comply with the change in public needs sub-
stantially contributes to the existence of negative indi-
cations and to the increase in their risk exposure. A large
number of Bulgarian industrial enterprises (77%) switch
to behaviour that can guarantee them greater security

and flexibility in conditions of changing public needs.
They aim at changing and expanding their product range
and nomenclature, in order to keep and develop their
market positions. Moreover, the majority of industrial
enterprises offer additional variety of extras (possibili-
ties) to their customers as due to a reduced ability to pay,
they are becoming more rational and more careful in
their choice of goods.

One of the biggest risks, related to the market be-
haviour of industrial enterprises in Bulgaria, is the in-
crease in receivables from contractors and third parties.
This risk raises a number of difficulties, some of which,
to a certain extent, affect the development, survival, and
the prospects of industrial enterprises. It creates a chain
reaction that will inevitably lead to a shortage of work-
ing capital, needed to maintain current production activ-
ities, and timely covering of costs related to producing
and selling products [3]. At a certain extent all this neg-
atively affects the production activities of enterprises
and the provision of sufficient funds for the full payment
of their debts. There is an extremely high level of cash
deficit and at the same time a low level of liquidity,
which further impedes Bulgarian industrial enterprises
to timely and adequately demonstrate a market behav-
iour that provides the implementation of the company’s
intentions.

It should be borne in mind that the other risks are
relatively static. They occur comparatively rarely or are
accidental, but they should not be underestimated,
neglected or uncontrolled. Otherwise, due to the high
dynamics, uncertainty and complexity of the environ-
ment in which industrial enterprises operate, they could
increase their size and power of influence, which will
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lead to serious negative consequences in the adoption of
a particular pattern of market behaviour.

The data in the study shows that the effects of risks,
associated with market behaviour, are of marked finan-
cial nature for Bulgarian industrial enterprises (see
Table 2). Dominant are the risks which generate losses,
leading to problems with their coverage and to reducing

the positive financial result. This invariably results in
negative financial effects and a number of lost profits
for industrial enterprises. Such manifestations affect the
implementation of the marketing objectives (in strategic
and tactical aspect), hence — the overall activity of the
industrial enterprise.

Table 2
Extent of the consequences of the risks occurred regarding the market behaviour
of Bulgarian industrial enterprises
Respondents
Extent of the consequences Share, %

Financial consequences for the organization lead to significant losses and a negative financial result 40.5
High risk Affects the parties concerned to a great extent 13.1
Significantly affects strategic objectives 59
Financial consequences give rise to losses which lead to problems related to covering them and to 45

. . reducing the positive annual financial result i

Medium risk -

Moderately affects all parties concerned 15.5
Moderately affects strategic objectives 40.5
Financial consequences'for the enterprise find expression in slight losses and do not affect signifi- 143

Low risk cantly the annual financial result . )
' Affects at a very low extent the parties concerned 16.7
Slightly affects the strategic objectives of the enterprise and its daily activities 17.9

In this regard, it is necessary to develop and imple-
ment an adequate and reasonable system of risk man-
agement, which enables the achievement of a timely re-
sponse to the occurrence of unfavourable market situa-
tions and the use of adequate tools to counteract specific
risks as well as to limit and reduce the unfavourable ef-
fects of their occurrence. This management system
should be oriented to effective protection (mostly eco-
nomic) of the industrial enterprise from unwanted inten-
tional or accidental events as a result of the demonstra-
tion of a specific behavioural pattern of target markets,
which cause certain disadvantages, damages, and losses.
For this purpose, it is necessary to deeply and objec-
tively study, analyze and monitor the development of
the existing risks, which would limit or prevent the
demonstration of risky market behaviour. It is necessary
to gain knowledge of the areas at high risk, to carry out
science-based analysis and assessment of the degree of
risk, and on this basis to develop a preventive mecha-
nism. This will help to outline the direction, to focus ef-
forts, to define the vision and priorities of the industrial
enterprise regarding the formation of adequate market
behaviour.

Creating a clear vision for the management of risks,
associated with market behaviour, enables the achieve-
ment of a number of positive effects and adequate posi-
tioning in the context of rapid and difficult to forecast
changes in the behaviour of the major market partici-
pants. Practically, this means building effective risk
management, allowing early identification of potential
risks and implementation of successful preventive activ-
ities. Regardless of the established theoretical formula-
tions and models of implementing market behaviour and
policy in the field of risk management, a fundamental
principle for achieving success is the pursuit of individ-
ual approach. Adequate and reasonable policy is needed
as well as a wise use of appropriate tools, consistent with

the state and potentialities of the entity. Practically, the
focus should be on the following:

— developing a strategy for market behaviour risk
management, which will facilitate the achievement of
the enterprise’s objectives;

— integrated and effective management of risks
related to the market behaviour, and providing useful re-
sults for the operational management;

— studying stochastic phenomena of specialized
markets and market participants;

— strengthening the organizational culture and
achieving understanding by the managers at all levels of
the need and benefits of their active participation in the
activities related to market behaviour risk management;

— increasing the knowledge and expanding the
skills of all participants in the process of risk manage-
ment;

— motivating participants, enhancing the dissemi-
nation of best practices in risk management;

— stimulating the introduction and implementa-
tion of adequate and effective control mechanisms re-
garding the implementation of the risk management
Strategy;

— streamlining the process, updating the ap-
proaches, methods, tools, and instruments used to man-
age market behaviour risks;

— ceasing activities, accompanied by negative
and insoluble risks or avoiding activities which are
known to cause risks of an unacceptable level or are not
subject to treatment;

— faster implementation of measures and re-
strictions, leading to the elimination or reduction of the
negative impact of market behaviour risks;

— transferring the risk to a specialized institution
that assumes responsibility for a full or partial compen-
sation of the effects of market behaviour risks;
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— expanding the field of implementation and the
sources of corporate earnings, hence reducing the risk;

— creating own (internal) reserve funds to cover
the damage that occurred as a result of the demonstra-
tion of corporate behaviour on the market or markets;

— using modern forms of joint businesses through
which industrial enterprises can transfer their market be-
haviour risks to the other party (partner) in order to share
the responsibility for any consequences of their occur-
rence, etc.

For Bulgarian industrial enterprises, proper risk
management is a key factor, having great influence on
the following: raising the level of manageability of busi-
nesses; reducing opportunities for speculation; improv-
ing the quality of decision making; increasing the eftec-
tiveness of forecasting, including by the way of accumu-
lating an information base of the existing risks; provid-
ing company associates with a set of comprehensible
and clear criteria to assess potential risks; using a system
for assessing the implementation of the tasks in the field
of risks as a tool to motivate staff, etc.

Conclusion. The development and implementation
of an adequate system of risk management enables in-
dustrial enterprises in Bulgaria to cope with a great num-
ber of challenges and hazards associated with their mar-
ket behaviour. They will be able to limit the difficulties
more precisely and faster and isolate the weaknesses in
their operation; they will also implement policies,
providing the achievement of better business results and
demonstrate a more flexible and competitive model of
market behaviour. Otherwise the problems of Bulgarian
industrial enterprises would deepen.
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IBanoBa, 3. C. Pu3zuku, nop’s3aHi 3 pUHKOBOIO
NOBeJiHKOI0 00JIrapChbKUX iHAYCTPiaJbHUX Mixnmpu-
€MCTB

Bonrapcerki iHIycTpianbHi MianpueMcTBa QyHKITI-
OHYIOTh B YMOBaX BUKJIFOUHOI KOHKYPEHIIii I100aTbHIX
punkiB. lle ©Oe3ymMoBHO 30iiblIye HMOBIpHICTH Ha-
cTaHHs Oe3Iivi PU3HUKIB Ta 30UIBIIYE CTYMiHb BIUIMBY
pusuky. L[1b 1aHOT CTATTI — BUSBUTH JCSKi 3 OCHOBHUX
PH3HKIB, 1110 CYIYTHI JIEMOHCTpAL{ BiIIOBITHOT pUHKO-
BOi TMOBENIHKM 3 OOKy OONrapchbKux IHAYCTpialbHUX
MiATPUEMCTB, HAAATH PE3yNbTaTH aHANI3Y BIUIMBY PH-
3WKY Ta MPOOJIeMHI 00J1acTi iX pUHKOBOI TIOBEIIHKH, a
TaKOX OOTPYHTYBATH MOIIMBOCTI BILUTHUBY Ha PU3HKH.

Kmiouogi cnosa: pusuK, YIPaBIiHHI pPU3HKOM,
PUHKOBa MOBEIIHKA, OONTapChKi IHAYCTpiaNbHi MiAIpH-
€MCTBa, IIJIbOBI pUHKH, OI3HEC CepeIOBUIIIC.

HUBanoBa, 3. C. Pucku, cBs3aHHbIE C PBIHOY-
HbIM TIOBeJdeHHeM O00JrapcKuX HHIYCTPHAJbHBIX
npeanpusiTUil

Bonrapckue  MHAYCTpHANbHBIC — MPEANIPUATHS
(YHKIIMOHUPYIOT B YCIIOBHSAX UCKITIOYUTELHON KOHKY-
PEHIMH TIO00ABHBIX PHIHKOB. DTO HEU30EKHO TOBHI-
[IaeT BEPOSITHOCTh HACTYIUICHHUSI MHOJKECTBA PHCKOB U
VBEIUYUBACT HMX CTEINCHb IOJBEPKCHHOCTH PHCKY.
Lenp HACTOSIIIEH CTATEU — BBIIBUTH HEKOTOPBIE U3 OC-
HOBHBIX PHCKOB, COIyTCTBYIOIIUX JIEMOHCTpAINN
OTIPENICICHHOTO PBIHOYHOTO IIOBENICHHUS CO CTOPOHBI
OOJITapCKUX WHIYCTPUATBHBIX MPEINPHUITHH, IPecTa-
BUTH PE3YNbTAThl aHAIU3a MOJIBEPKEHHOCTH PHUCKY U
poOJieMHbIe 00JacTH WX PHIHOYHOTO TIOBEICHHS, a
Takke OOOCHOBAaTh BO3MOXKHOCTH BO3ACHCTBHS Ha
PHUCKH.

Kniouesvle crosa: puck, yrpaBieHHE PUCKOM, PHI-
HOYHOE TIOBEJCHHE, OOJrapcKue HHAYCTpPHAIbHBIC
MPEINPHUATHS, [IENEBBIE PHIHKH, OH3HEC-Cpea.

Ivanova, Z. S. Risks Associated with the Market
Behaviour of Bulgarian Industrial Enterprises

Bulgarian industrial enterprises operate in ex-
tremely competitive global markets. This inevitably in-
creases the likelihood of the occurrence of a number of
risks and increases their level of risk exposure. The pur-
pose of this article is to highlight some of the main risks
accompanying the demonstration of a certain market be-
haviour of Bulgarian industrial enterprises, to present
the results of analyzing the risk exposure and the prob-
lem areas in their market behaviour, and to justify the
opportunities for affecting the risks.

Keywords: risk, risk management, market behav-
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business environment.
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