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ANALYSIS OF THE ATTRACTIVE SECTORS
OF THE BULGARIAN ECONOMY TO CREATE
PRODUCTS WITH HIGH ADDED VALUE

J. Angelova

Abstract. The article is concerned to the problems of creating products with high added value as well as identification of
the attractive sector of the Bulgarian economy. Before the analysis of the Bulgarian sectors with high added value in the report is
given some time to the elements forming the gross production value. The concept of value added is considered and level of added
value is described. The five sectors in the Bulgarian economy, which have the potential for innovation and creation of products
with high added value was distinguished. A detailed analysis of some of the most attractive sectors in Bulgaria is made, which
have the potential to innovate and create products with high added value. The necessity of possess a competitive economy based
on knowledge is justified.
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AHANI3 NPUBABAUBUX CEKTOPIB
EKOHOMIKWU BOATAPIi AASl CTBOPEHHA NMPOAYKLIII
3 BUCOKOIO AOAAHOIO BAPTICTIO

AHrenoBa M.

AHomayis. Po3zensaHymo npobaemu cmeopeHHs npoodyKyii 3 BUCOKOHO 000aHO 8apmicmio, okpemy yeaey npudineHo ene-
MeHmam, wo popmyrome 8as108y 8UpobHUYY 8apmicme. Po32aaHymo noHAmMms ma piseHob 000aHoi sapmocmi. BudineHo n’ame
cekmopie ekoHomiKu bosnzapii, wjo marome nomeHuyian 0o iHHosayili ma cmeopeHHA NPodyKUii 3 BUCOKOO 000AHO 8apmicmio,
i nposedeHo demanvHuli aHaniz Halibinew npusabausux. O6rpyHMoOBaHO HEOOXiOHICMb nepexody 00 KOHKYPEHMOCHPOMOMHOI
EeKOHOMIKU, W0 rpyHmMyeMobCsA Ha 3HAHHSAX.

Knrouosi cnoea: sanosa supobHUYa 8apmicme, 8UCOKA 000AHA 8apmMicme, CyKynHUl npooyKm, MapHUHAAbHUU NpooyKkm,
cepedHili npodykm, ekoHoMiKa Bonzapii.
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AHAAUS NPUBAEKATEAbHbIX CEKTOPOB
9KOHOMUKU BONTAPUU ANA COSAAHUA NMPOAYKLUUU
C BbICOKOW AOBABAEHHOI CTOUMOCTbIO

AHrenoBa M.

AHHOMayus. PaccmompeHsoi npobsaems! co30aHUA MPOOYKYUU ¢ 8bICOKOU 0obassneHHOU cmoumocmeto, ocoboe 8HUMAHUe
yoesieHo anemeHmam, hopmMUupyoWUM 8as08YH0 MPOU380OCMBEHHYI0 CMOUMOCMb. PaccmompeHsl MoHAmMue U yposeHb 006as-
neHHol cmoumocmu. BbidesneHo nams ceKmopoe 3KOHOMUKU bonzapuu, umeroujux momeHyuasa K UHHOBAYUAM U CO30aHUIO MPo-
OyKyuu ¢ 8bicoKoli 00bassneHHOU CMouMocmbio, @ Makxce nposedeH 0emasnbHell aHAAU3 Haubosnee npusnekamesnbHoix. 060-
CHOBAHA HEOBXOOUMOCMb Nepexo0d K KOHKYpeHmMocnocobHol SKOHOMUKE, OCHOBAHHOU HA 3HAHUSAX.

Kntoyesble cnosa: 8010804 Mpou38o0cme8eHHAA CMOUMOCMb, 8bICOKAA 006as1eHHAs CMOUMOCMb, COBOKYMHbIU MPoOyKm,
MApPHUHANbHbIG NPodykm, cpedHuli npodyKkm, saKoHoMuKa boseapuu.

In the modern market economy, where different types of property are equal, prosperity of any business
organization (BO) depends primarily on its business. Under the new competitive conditions imposed by the devel-
oping market economy, the analysis of financial condition is a matter of effective management of demand advan-
tages over competitors, a strategy for short and long-term future development.

Under these conditions, an open market in a strong competition, each design, technological, technical or man-
agement decision should be based on a thorough analysis of a large volume of technical and economic information.
All these types of analyzes give the final assessment for the development and creation of products with high added
value. Undoubtedly, the desire of each BO is to reduce the adverse impact of certain factors and increase profits,
in particular the added value as an element of it in order to achieve better economic results, maintaining a good
image to its shareholders, customers and creditors.

The specific analysis in offering products with high added value not only serves as a basis for almighty one
or other management decisions, but it lies at the heart of business strategy that BO will follow in a shorter or lon-
ger period of time. And it is necessary to distinguish the practice of Bulgarian companies compares with the EU
countries.

Elements of gross production and added value. It is known that each BO is an open system linked with other
entities. Resources stand at the entrance and goods — at the output. BO inside the transformation, and the results
are measured by [1,2]:

— Total product — this is the total amount of manufactured goods for a certain period in BO that measured
in homogeneous units;

— Average product — this is the ratio of total product to the amount of resources from which it is produced.
Usually it is measured as the average product per unit of capital or average product per unit of labor;

— Marginal product — this is an indicator of the growth of total product per unit growth of resources.

According to some authors [1,2,10] each BO occurs with a market value. For the entrepreneur, it is invested
in production, from which he expected it and returns a profit. Primary investment is made in financial assets or
production factors.

At the beginning of the production the true costs of invested inputs such as machinery, equipment, raw ma-
terials, electricity and others begin. Along with the transformation of labor and capital the new product begins to
form its gross production value. It represents the cost of production for the amount of output. Price of the offering
is obtained by dividing the gross value of the number of units produced product. It is considered a base price for
the developer, since it coincides with the production costs. Hence, depending on market competition entrepreneur
will decide whether the base price will lower or higher.

In addition to investment and production costs, gross production value is formed by the following elements:

— Stored value of purchased material resources — in case they use their own resources, it has stored value
equal to the market value, at which can be bought this resource. At this point, it is applied the so-called «alterna-
tive price», at which the entrepreneur’s decision to use its own production waives revenue that the sale of this
resource will bring. In this case, alternative displays that value as their cost of production;

— Gross production value — this value is calculated as the sum of the stored value entirely consumed re-
sources and added its newly created value.

Usefulness of the resource disappears in their processing, but in their place appears a new product utility.
Namely the usefulness of a manufactured product is measured not by the entire gross production value, but with
the added cost of production for a given period of time, usually one year.

The main sources of added value are productive services rendered by resources. For example, for services
rendered labor receives wages, land - rent, capital - interest, and entrepreneur — income.
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Value added tax also formed from VAT. The state assumes that there is also productive participation by
providing a clean environment, law and order and therefore collects indirect tax.

Depreciation is also part of the added value. It is part of the cost of capital in proportion to its degree of wear.
Commodity turnover are part of the capital, their value is stored entirely in the gross production value of the
newly created product.

It is also known that in the short term changes in the volume of production depends on variable factors. Cash
costs are part of the variable factors that are directly related to production and volume of production. For example,
the entrepreneur can manage variable costs by increasing or decreasing the overall product, but thus can not af-
fect on the fixed production costs.

As it became clear goods intended for direct consumption are called end-products, and those that are used
in the production of other goods — intermediates. For example, the grape is the final product, when consumed
directly, if feedstock for the production of wine — intermediate.

The following example gives a detailed clarity of reporting gross production and products with high added
value.

There are produced 1000 kg. grapes and sold by 2.5 lev / kg. If 100 kg. grapes producing 50 1. wine by 6 lev /1,
the economic activity of the manufacturer is measured by the amount: 1000 X 2,5 + (50 X6 =100 x 2,5) = 2550 lev.

Suppose that two employees, who individually produce grapes and wine, involved in this production, the
activity of the producer of grapes 1000 x 2,5 = 2500 lev, and the manufacturer of the wine is: (500 X 2,5 = 25 X 6) =
= 1100 lev, this is the production and sale of grapes and wine from one worker.

The example shows that the use of the concept of gross output, the sum of the values of all goods produced
in the economy for a certain period of time (final or not) and sold to consumers can be misleading. Therefore, the
concept of «added value» is used.

Value added (for a manufacture) is called the difference between the production value and the sum of the
inputs in production of intermediates.

Regardless of a common approach to determine the level of added value as a difference between the volume
of production / sales and intermediate consumption, in practice there are different variants, such as:

— Added value in current or base (comparable) prices;

— Accounting, financial and economic added value;

— Total (gross) and net value added.

Gross value added is a measure of the contribution of the individual producer, business, and institutional
sector in the gross domestic product. GVA is a difference between the value of produced goods in a given period
and the value of money spent on their production resources (intermediate consumption). GVA, unlike net includes
consumption of fixed capital in the production period.

Analysis of the attractive sectors of the Bulgarian economy to create products with high added value. Some
authors indicate [4,6,7] that the more one economy is developed, the largest share of innovation in growth of its
gross domestic product, and the creation and use of new knowledge is the engine of growth. It is also alleged that
the products and services with high added value are created in several ways - by a lower value of the labor force,
using the favorable natural conditions and by developing and implementing a variety of innovations and high
technologies.

Bulgaria ranked 43rd in Bloomberg’s Global Innovation Index [11]. For comparison, the most innovative
countries in the world are United States, South Korea, Germany, Finland and Sweden.

Bulgaria continues to be at the bottom at the EU ranking by R&D expenditure, registering R&D spending
near 0.26% of GDP in 2013, compared to an EU average of 0.7% of GDP [3].

The sectors which received the largest amounts of funding were forestry and agriculture (20% of the to-
tal R&D spending), improvement of industrial production and technology (7.8%), and development of education
(7.3%), with energy production, storage and use (0.2%) at the bottom of the ranking [3].

Bulgaria’s economy is predominantly services-based. Services account for 66.60% of the GDP and employs
62.20% of the population. Manufacturing and industry accounts for 27.94% of GDP and employs 31.30% of the
population. Agriculture accounts for 5.47% of GDP and employs 6.40% of the population [5].

Taking into account this statistics we are agree with World Bank [6,8], that there are five sectors in the Bul-
garian economy, which have the potential for innovation and creation of products with high added value. These
sectors are:

1. Cultural and creative (creative) industries — mainly operate micro and small enterprises. Employed in this

sector are on average 30% higher performance than other economic sectors.

2. Processing of Food and Agriculture — Bulgaria has serious and long-standing traditions, but does not use

enough of them. It is necessary to use Bulgarian prestige among the European markets and the countries
of the former Soviet republics.
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3. Mechanical and electronics — as a problem in this sector may be highlighted the lack of well trained per-
sonnel, since there is an aging workforce. In this regard, one of the main measures in this sector should be
given attention, education and attracting young professionals to the needs of industry.

4. Pharmaceutical industry — free niche in this area is found in the direction of medical developments, i. e.
development of new products at the expense of enterprises need public funding in order to enter foreign
markets.

5. Information and communication technologies — lack of staff is a major problem in this sector. It is
known that annually about 5000 professionals graduate, they are not sufficient. Even more paradoxi-
cal is that software engineers and IT specialists are leaving the universities and in many cases are
forced to undergo further training as the university knowledge does not meet the requirements of the
market. IT sector is with high added value, at least in terms of barriers to entry in the industry. For ex-
ample, starting a business requires almost no money, and then the return value is very high compared
to the investment. Software and IT Industry in Bulgaria operate in global markets and there they have
proven to be competitive. This sector in the country is very export-oriented. Experts in this sector
claim that educational reform and more software developers IT sector could grow at least twice — to
about 3.8% of GDP.

Conclusion. To improve cooperation between companies and scientific institutions, both sides should clearly
see the benefits of active partnership. It is necessary to change the criteria for evaluating scientific achievements
with a view to their practical applicability. For this purpose, it is important to develop a mechanism to encourage
entrepreneurs to invest more in science to receive product developed in accordance with their business needs. The
fact is that the business needs of personal who can find creative solutions, think analytically and able to work in
a multicultural environment.

Most innovative sectors in Bulgaria are agriculture, mechanical and electronics, pharmaceutical industry, as
well as information and communication technologies and cultural industry have an innovation potential and de-
velopment opportunities. To develop ever more sectors in Bulgaria with high added value it is necessary to possess
a competitive economy based on knowledge. To develop this knowledge the economy requires a more favorable
institutional environment, investment in information and communication infrastructure and well trained human
capital.

All of the above is important as the economy with high added value is based on three important compo-
nents:

— Creativity;

— Knowledge;

— Knowledge Management.

Therefore, stimulating the economy with high added value will give Bulgaria a chance to fight the deepen-
ing demographic crisis.
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CYNEPEYHOCTI TA LLUNAXU PO3BUTKY
AKLIIOHEPHOI BAACHOCTI fIK HANPAMY
COLIIAAI3ALII BUPOBHUUYUX BIAHOCUH

MutpogaHoBa A. C.

AHomauyia HassHicme npomupivy mixc nocmiHOycmpianbHUM mexHoA02iYHUM crnocobom eupobHUYM8ad i Cy4acHUMU 8u-
POBHUYUMU 8iIOHOCUHAMU 3YMOBIOE HEObXiOHICMb iX YyOOCKOHAEHHS, 0OHUM i3 HAMPAMIe AKO20 CMAE PO38UMOK AKUioHepHOI
@opmu enacHocmi. Memoro cmammi € susieneHHA npobaem ma cynepedyHocmeli poO38UMKY aKYiOHEPHOI 8/10CHOCMI, O MAKOX
BU3HAYeHHs winsxie if po38UMKy 8 YKpaiHi 3 ypaxy8aHHAM HeobxioHocmi nidsuweHHs ii coyianbHo20 3micmy. Y 0ocnioweHHi su-
KopucmaHo maki memoodu: diasnekmu4Huli, cucmemHo20 nioxo0y, nopieHAHHA. ¥ cmammi auseneHo 08i epynu cynepe4yHocmel
aKYioHepHOI enacHocmi: nopooxeHi ii cymHicmio AK NOEOHAHHA peasnbHo20 Ma iKmueHo20 Kanimasy, a MaKox< MopooxceHi
KOHIiKMOM eKoOHOMIYHUX [Hmepecie cyb’ekmie akuioHepHUX 8iOHOCUH. poaHani308aHO crneyuivyHi Npobaemu akyioHepHoT
8/10CHOCMI y KpaiHax i3 nepexioHo eKOHOMIKO. 3anponoHO8AHO cucmemy 3axo0ie OepxasHoI NoAiIMUKU pO38UMKY aKyioHep-
HoI 8nacHocmi 8 YKpaiHi.

Knrouoei cnoea: akyioHepHa 8a1aCHICMb, CrlifbHO-4aCMKO8e NpuesAaCcHEHHS, COUianizayis 8UpoOHUYUX 8iOHOCUH.
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