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Abstract

This case presents how entrepreneurial storytelling assists entrepreneurs in attracting new investors, pursuing innovation
and developing resilience in the Palestinian Territory. It also examines the role of entrepreneurial storytelling in eluding
political crises and supporting the CEQ’s vision to adapt changes in the political environment. Moreover, this case explains
how entrepreneurs respond to local competitors who operate in the same uncontrollable and unpredictable environ-
ment. The case is written based on three semi-structured interviews (total seven hours) with the Chief Executive
Officer' of Pharmacare Pharmaceuticals Public Limited Company (PCP)%: Mr Bassim Khoury (BK). PCP is the third
Palestinian pharmaceutical company in terms of turnover in 2021, with more than 100 products and 330 employees,
and is the first company in the Palestinian Territory to expand internationally in 22 countries.
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Learning outcomes: this case gives students The stories are the symbols that organisations use in
the opportunity to written language or verbal expressions (Trice and Beyer,

1993) and include transitions and event sequences in plot

(a) Ana]yse how entrepreneurial Storytelling can line(s) (Bruner, 1990). They are “alternative forms of com-
sustain performance during politica] crises and munications” for entrepreneurs (AldrlCh and FiOl, 1994
offer alternatives to overcome frequent changes in 652), that introduce the unknown entrepreneurs to external

the environment? audiences (Lounsbury and Glynn, 2001). The appealing

(b) Define the role of innovation in sustaining entrepre- and coherent stories are distinctive assets and resources
neurs’ performance in an extreme environment? that can minimise the impact of uncertainty during compli-

cated and nonlinear proves of entrepreneurial venture for-

Introduction mation (Lounsbury and Glynn, 2001). The stories guide

. . . . entrepreneurs to accomplish the expectations of
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stakeholders (Martens et al., 2007) “to confront many
unforeseeable obstacles as their entrepreneurial journeys
unfold” (Garud et al., 2014: 1489) to become more resilient.

The potential effect of ambiguous and cognitively
complex societal environment on entrepreneurial storytell-
ing is an area of interest to scholars in the field. For
example, Markowska and Lopez-Vega state “context and
entrepreneurship are intertwined [and] in some contexts,
the ability to craft a compelling regional identity story
may become crucial for enacting entrepreneurial action”
(2018: 282). Hence, entrepreneurial stories and activities
vary among different business environments (Glaeser and
Kerr, 2009) to build a context-dependent resilience strategy.

Resilience is an interaction process between individuals
and situations to stay effective in the face of uncertainty
(Cooper et al., 2013), and resilience research in entrepre-
neurship is still at preliminary stages in certain contexts
(Duchek, 2018). Becker and Kabongo argue that studying
“entrepreneurial resilience is particularly needed in devel-
oping economies because entrepreneurs face additional
and dramatic adversity, including general economic and
political hardships and specific difficulties in the daily
operations of managing a business” (2020: 116).

The impact of environment on entrepreneurial strategies
is incessant and evolutionary in nature (Aldrich and
Martinez, 2001). For example, the environment offers
various economic (McMullen et al., 2008) and cultural
resources (Thomas and Mueller, 2000), and impacts on
the way through which various bricolage approaches
emerge (Baker and Nelson, 2005). The latter refers to cre-
ating “something out of nothing” (Baker and Nelson,
2005: 330), where entrepreneurs use every possible
resource and “refuse to accept such limitations [from the
environment] and instead engage in experimenting with
and improvising solutions and observing what works”
(Alvi et al., 2019: 290).

Entrepreneurs develop new strategies to sustain their
competitive advantage in turbulent environments by attract-
ing investors and utilizing external resources. For
example in volatile contexts, strategic alliances can encour-
age innovation, strengthen companies’ resources, reduce
costs and mitigate risks (Khoury et al., 2021). This case
considers how entrepreneurial storytelling can attract inves-
tors to sustain performance of an enterprise that operates in
the Palestinian Territory as an example of an extreme
environment.

Hannah et al. (2009) define the extreme environment as a
place “where one or more extreme events are occurring or
are likely to occur that may [affect or] exceed the organiza-
tion’s capacity to prevent and result in an extensive and
intolerable magnitude of physical, psychological, or mate-
rial consequences” (p. 898). The Palestinian Territory of
the West Bank and Gaza faces unique and extreme chal-
lenges (Izraeli, 1997), which affect the ability of entrepre-
neurs to make decisions (Alvi et al.,, 2019). Thus, the

entrepreneurial assessment of an opportunity in such envir-
onment is distinctive when compared with less turbulent
contexts. For example, entrepreneurs reconcile the uncer-
tainty of institutional environment (Baker et al., 2005) to
identify their strategic choices and shape their trajectory.
In such context, challenges for entrepreneurs must be
addressed at an individual or micro-level to encounter
uncontrollable external factors (Dacin et al., 1999).

In this case, we argue that in extreme environment
the entrepreneurial storytelling can attract local and interna-
tional investors, contribute to the strategic choices, enhance
resilience and provide motivation to search for alternatives
such as product innovation and internationalisation as will
be seen in the PCP case. It also explains how entrepreneurs
in an extreme environment mobilize their activities using
their stories to identify opportunities and sustain their exist-
ence. Our argument is summarised in Figure 1.

This case is divided into four parts; the first part illustrates
an overview of the Palestinian Pharmaceutical Industry. The
second part presents PCP followed by the Palestinian
context, and the last part covers the teaching notes.

The Industry: Palestinian Pharmaceutical
Industry

In the 1960s, the Palestinian pharmaceutical market suf-
fered from shortages of medications and pharmaceutical
equipments due to political issues. After the Arab-Israeli
war that ended in the occupation of West Bank and Gaza
Strip in 1967 (BBC, 2020), Israel started to promote its
own generic’ medicines and the imported medicines by
Israeli traders to serve the demand of Palestinian
Territory. Several local generic pharmaceutical firms were
established to serve the Palestinian market and manufacture
low-cost medicines.

In 2017, the overall market value of the Palestinian
Pharmaceutical Industry was $160 million* and the
market is divided between locally produced pharmaceuti-
cals (52.5%) and foreign and Isracli pharmaceuticals
(47.5%), as presented in Table 1.

According to Abu Rjailah (2019) “the pharmaceutical
sector remains a key sector in the Palestinian economy”
(p- 1). However, it “suffers from various hindrances”
(Almi, 2012: 11), which affect the costs of supply chain
and eventually the prices of locally produced
medicines in the country settings (Seiter, 2010; Towse
et al., 2012). For example, the Palestinian pharmaceutical
companies pay the costs of annual licensing of imported
raw materials, shipping medicines in bulk through Jordan
and back-to-back deliveries to and from the West Bank
and from the West Bank to Gaza Strip.

The variations in the population’s socio-economic status
(such as GDP and average income) between Israel and the
Palestinian Territory is largely overlooked (Almi, 2012),
which has impacted on prices of foreign-manufactured
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Figure 1. Summary of the case arguments (the theoretical framework)

medicines’ in the Palestinian Territory and rendered them
substantially higher than they should be (Keuffel,
2019). Moreover, the lack of Palestinian ownership of
public healthcare policies and absence of diplomatic rela-
tions limit trade agreements with Palestinian pharmaceuti-
cal industry, licensing and exporting medicines (Keuffel,
2019; Abu Rjailah, 2019). For example, the Palestinian
Ministry of Health employs rules and regulations that
were adapted from different sources such as Jordanian
Food and Drug Administration (JFDA), Egyptian health
regulatory body and the British Mandate to govern the
health sector and drug registration (Makhool, 1999).

As mentioned in Table 1, there are four local Palestinian
pharmaceutical companies: Jerusalem Pharmaceutical Co,
Birzeit Pharmaceutical Co, Beitjala Pharmaceuticals and
Pharmacare Public Limited Company (PCP). Table 2 pro-
vides an overview of these companies, and they represent
94% of the local Palestinian companies (Abu Rjailah,
2019; Palestinian Federation of Industries, 2009).

The case: Pharmacare Public Limited
Company (PCP)

PCP was established to manufacture and distribute pharma-
ceutical goods by a small group of Palestinian entrepreneurs
in 1985 in the Palestinian Territory. The company was initially
led by the late Subhi Khoury (SK), followed by his son Basim
Khoury (BK), the present CEO. PCP specialises in the devel-
opment, production and marketing of generic and branded
pharmaceuticals; as well as local distribution of products that
are manufactured by multinational pharmaceutical companies.
Furthermore, PCP operates through networks of subsidiaries,
and has penetrated the European Union (EU) and other inter-
national markets as will be presented in this case.

Subhi Khoury (SK): The founder of PCP

SK felt responsible toward the Palestinian society, and he
aimed to support their existence and satisfy their needs.

Prior to PCP, SK started his first small pharmaceutical man-
ufacturing company in Jordan in 1962. After the
Arab-Israeli war in 1967 (BBC, 2020), SK felt the need
to launch a generic pharmaceutical company to serve the
demand for medicines in the Palestinian Territory. This
was a devoted mission to support Palestinians after the
war due to the closure of borders with neighbouring Arab
countries and difficulties of transporting goods, including
pharmaceuticals, after 1967. In 1973, SK founded and led
Birzeit Pharmaceutical Company, as CEO and Chairman,
until it was taken over by other shareholders in 1984.
Later, he launched PCP, which became an active player
in the market.

His story at Birzeit Pharmaceutical Company and his
vision attracted many entrepreneurs to work and invest in
PCP. Since its establishment in 1985, PCP’s mission state-
ment reflected an obligation to society: “Pharmacare is
committed to fulfil its obligations to society and to the envir-
onment by producing high quality pharmaceutical products
at affordable prices in order to help preserve and improve
quality of life”. With the changes in the direction and
expansion of product portfolio, which took place over
years, the mission and vision statements were updated in
2012, and it states “to help attain national medicine security
by providing high quality essential and complimentary
medicines and to contribute to the national economy by
qualifying the local human resources in-order-to produce
and export pharmaceuticals” Figure 2 is main office
of PCP in the Palestinian Territory.

Bassim Khoury (BK): CEO since 1999

SK raised his son, Bassim Khoury (BK), to carry his story
and passion, and sustain the active contribution of PCP to
the Palestinian economy and industry. BK earned his phar-
macy degree in the United States (US), and he was exposed
to numerous manufacturers in the US and EU. The inspira-
tion of his late father in supporting society is inherited by
his family and BK is devoted to pass it on to future genera-
tions. He explains: “back in 1985, PCP was an inspiring
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Table I. Palestinian Pharmaceutical Market in 2017 (Abu Rjailah, 2019).

Palestinian Pharmaceutical market

(2017)* Private Others** Birzeit Jerusalem PCP  Beit Jalla Other local Palestinian companies
Overall market size 160 100 60

Local Palestinian companies 84 60 24 27.72 26.04 15.96 9.24 5.04

Foreign and Israeli companies 76 40 36

* All values in (US$ + 000,000).
*k Tender sales.

story about the creation of a company under extreme impe-
diments and constraints which managed to succeed and win
market share... it was never a giving up project, and the
aim was to support local people and economic development
in Palestine. My late father started from scratch after
becoming a refugee in 1948, his story did not only inspire
me and my sons, but also inspired many entrepreneurs in
Jordan and Palestine”.

BK continues the same legacy of his dad to sustain PCP
performance, by gaining international recognition for its
products, initiating international expansion strategies,
attracting investors and developing innovative products.

Quality: International Inspection

SK and BK focused on Good Manufacturing Practices
(GMP) and Quality Assurance (QA) to differentiate their
products from local rivals. In the early nineties, experts in
the pharmaceutical industry from France inspected the
local Palestinian pharmaceutical companies, and PCP was
ranked first in terms of quality manufacturing. This was a
learning curve for PCP to understand processes of interna-
tional inspection, and similarly encouraged international
recognition of PCP’s products. PCP succeeded in obtaining
the European Good Manufacturing Practice (EU-GMP) cer-
tificate in 2008 to export its medicines to EU. This was crit-
ical for PCP to become an internationally recognised
company as BK explains: “this was a dream comes true
to our company, we were the first and only company to
achieve this! which proved to be good to maintain our busi-
ness through another income stream generated from inter-
national sales”. BK’s vision was supported by PCP Board
of Directors, shareholders and employees, as international
recognition of quality provides an opportunity to sustain
the growth of the company.

Ready for an Alternative Strategy: International
Expansion

BK focused on penetrating international markets as an
alternative strategy to circumvent the unstable local politi-
cal environment in the Palestinian Territory. However,
there are limitations to accessing external markets, such
as the import and export law and meeting stringent

international standards of quality manufacturing. PCP’s
first shipment of pharmaceuticals was to Russia and
Belarus in 1993, followed by a few shipments to different
countries in various regions. In 2010, PCP launched
Pharmacare Premium Malta (PCM) as a Palestinian
Company (Figure 3) that operates outside the Palestinian
Territory to overcome local and regional political instabil-
ity. This was a core investment after obtaining the
EU-GMP for PCP in the Palestinian Territory, BK says:
“Pharmacare Premium Malta (PCM) is an EU-GMP
approved site with optimum quality and performance and
leading technology focusing on high potency products,
which is a niche sector with limited players”

Attracting Investors and Partners

SK and BK focused on building a network of investors in the
pharmaceutical field in order to construct their succession
stories as tools for making sense of events. Their participa-
tion in global conferences and activities made them profes-
sionally visible to regional and international investors.

In 1999, the company was engaged in equity finance
through cooperation with Michael Wirtz and his family
(owners of Grunenthal©® GMBH), a German Pharmaceutical
Company. The Wirtz family currently6 owns 26% of PCP
shares, and this is the only foreign direct investment in phar-
maceutical industry in the Palestine Territory. The cooper-
ation with Grunenthal and the Wirtz family strengthened
the transfer of technology and knowledge and granted the
right for PCP to manufacture and distribute some of
Grunenthal products in the Palestinian Territory. This
ensured continuous growth in PCP’s sales and enhanced its
ability to overcome political and competitive challenges.

Building such an investment increased the confidence of
new investors and attracted regional and global pharmaceu-
tical companies to invest in PCP. For example, PCP estab-
lished a joint venture with Hikma Pharmaceuticals (Jordan)
in 2018 and started Hikma-Care Unit (HC), which aims to
manufacture and distribute under-licence products in the
Palestinian Territory. Moreover, in 2018, PCP managed
to penetrate the Iraqi market by investing in the Iraqi
Pharmaceutical Industry (IPI). These partnerships created
a solid foundation for geographical expansion in different
regions.
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Figure 2. The main office of PCP in the West Bank — the Palestinian Territory.

Innovation and Internal Adaptation

BK has the ambition to develop PCP’s product portfolio.
Currently, PCP is the first company in the Palestinian
Territory that has Soft Gel Facility to manufacture soft
gel capsule since 2018. Moreover, PCP launched medicines
for chronic diseases, such as hypertension, diabetes and
lipid lowering agents, where such products provide sustain-
able streams of revenue.

In 2020, PCM focused on penetrating the oncology
market and managed to register five new generic oncology
products that are considered as high-opportunity products.
The launch and market development of PCP is illustrated
in Figure 4.

In 2019, PCP went through internal turbulence due to the
need to adapt changes within the environment it operates in.
BK states: “we did not realise the growth that we were going
through, it was very fast to cope with all changes and inter-
national expansions, and we did not pay enough attention to
the demands of our local employees, but we learnt from this
mistake and corrected our internal strategy and Human
Resources policies”. It is also important to highlight that
PCP’s international expansion was unique and employees
in the Palestinian Territory were not physically and mentally
prepared to absorb the required changes. BK explains: “we
were Pharmacare family and we found ourselves expanding
massively, and we were not fully prepared for such a stage.”

Competition and Performance

There has been an increase in the market share of local pharma-
ceutical companies between 2013 and 2017 (44% to 53%,
respectively), which is justified by an increase inpatients’, hospi-
tals’, and doctors’ trust in using locally-manufactured medicines
(Abu Rjailah, 2019). At the same time, the increase in the

Palestinian population since 1994 to 2018 (2.5 million to 5
million, respectively) increased the demand for pharmaceuticals
in general (Palestinian Central Bureau of Statistics, 2019). The
financial performance of PCP and its competitors issummarised
in Table 3 based on the preliminary financial data disclosed on
Palestine Exchange website. As shown below, PCP is the only
company to have a growth in net profit between years 2019 and
2020, to become second in terms of return on assets.

Changes in the political environment in the Palestinian
Territory since 1960s reduced the attractiveness of the
local pharmaceutical market, but BK highlighted “political
turbulence can be a threat, but it is not all bad because it
decreased the number of players in the market”. The entre-
preneurial storytelling of SK and BK attracted investors and
motivated employees to support their decisions, and this
sustained PCP orientation to overcome political obstacles.
PCP’s story is a source of motivation to investors and
employees that created strategic alternatives to PCP at
each stage. The next part covers the Palestinian context.

Palestinian Context: Politics, Economy,
and History

Due to the nature of pharmaceutical industry, the changes in
the political environment have had a direct impact on the
import of raw materials, logistics, distribution of medicines
and health services in the country. BK said, “you can’t
separate pharmaceutical industry from politics, they are
deeply linked to each other”.

From an economic point of view, starting up businesses
in the Palestinian Territory is very challenging due to lack
of control on borders and resources, and restrictions on
the mobility of goods and people. Recently, the Israeli
West Bank barrier (or The Wall) increased the cost of
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movement; this has been detrimental to the Palestinian
economy and has impeded economic growth and long-term
competitiveness (Kock et al., 2012). The World Bank
(2013) estimated an increase in Palestinian GDP by 32%
in 2011 if Israel lifted restrictions of movement in the
Palestinian Territory.

The History Since 1948

From a historical point of view, the Palestinian market
faced high turbulences originating from political issues
that hindered entrepreneurs from starting up new ventures.
The first Intifada’ (or uprising) in 1987 has led to the first
change in the Palestinian political representation after a
long period of Arab-Israeli conflict since 1948. The upris-
ing created an opportunity for the Palestinian Liberation
Organisation (PLO) to solidify its political influence on
the Palestinian Territory, and also pushed Jordan to cut its
legal ties with the West Bank’ (Leopardi, 2020). This, con-
sequently, put administrative risks on the PLO to manage
the economy, while handling the Palestinian-Israeli con-
flict. Figure 5 explains the changes in political environment
in the Palestinian Territory since 1967.

Oslo | and Oslo 1l

Oslo talks went into two stages since 1991; Oslo I and Oslo
11. First Oslo Accord was signed between PLO and Israel in
1993, which is a declaration of Principles on Interim
Self-Government Arrangements. Whereas Oslo II is an
interim Agreement on the West Bank and Gaza Strip, and
it was signed in 1995.

Paris Protocol is a customs union agreement enacted in
1994 between PLO and Israel, which “view(s) the eco-
nomic domain as one of the cornerstones in their mutual
relations with a view to enhance their interest in the

achievement of a just, lasting and comprehensive peace.
This protocol lays the groundwork for strengthening the
economic base of the Palestinian side and for exercising
its right of economic decision making in accordance with
its own development plan and priorities” (Gaza-Jericho
agreement: Annex IV, 1994). In his secondary research,
Samhouri (2016) confirms that neither of these goals were
achieved after 20 years of initiating this protocol (1994—
2014). BK says that the impact of signing Paris Protocol
is that “the Palestinian economy is a hostage of the political
will of Israel”.

In 2000, the second (or called Al-Agsa) Intifada
occurred’. According to Pressman (2003), the main
motive for the second Intifada was because Palestinians
were dissatisfied by the Oslo peace process. Palestinians
expected their lives to improve in terms of freedom of
movement and socioeconomic standing, but the reality on
the ground did not match the expectations created by the
peace agreements.

2006—-2009: The Elections

In 2006, the Palestinian elections created an unstable inter-
nal turbulence, and the separation of Gaza from the central
Palestinian legitimate state, generated two different govern-
ments in the West Bank and Gaza strip. In 2009, the Likud
party won the election in Israel, which suspended the peace
talks and negotiations with Palestinian leaders. The fru-
strated political situation between Israel and Palestinians
remains at the time of writing this case, and it freezes any
hope for future economic development and peace process.

BK says “the political turbulence affected us badly and
we as entrepreneurs find it difficult to sustain our business,
but the uprisings attracted attention to the local Palestinian
industries”. Storytelling was a shield against the uncertain
political conditions in the Palestinian Territory, as it
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Figure 4. The launch and market development of PCP since 1985
Table 3. Performance of local pharmaceutical companies in the Palestinian Territory (numbers are in US dollars).
Jerusalem Birzeit Pharmaceutical Beitjala
PCP* Pharmaceutical Co. Co. Pharmaceuticals
Items in USD 2019 2020 2019 2020 2019 2020 2019 2020
Net Profit 1,386,322 7,133,836 5,009,285 3,667,825 9,550,642 7,375,843 1,925,570 1,052,721
Return on Assets 2.5% 11.5% 7.6% 4.9% 10.1% 7.5% 8.5% 4.4%
Basic & Diluted earnings Per Share 0.16l 0.83 0.297 0.207 0.5 0.39 0.195 0.106
*Numbers are based on data shared by the PCP in October 2021 — available in Appendix |—4.
attracted local and global stakeholders to value these stories  Palestinian pharmaceutical companies. Hence, some

in extreme environment.

COVID-19 Pandemic

The COVID-19 pandemic in 2020 added more damage to
the economy and healthcare services in the Palestinian
Territory. The pandemic affected the already vulnerable
Palestinian economy which shrank by 2.5% in 2020
(World Bank, 2020), and increased the cost of operations
for pharmaceutical industry due to measures taken to
avoid cross contaminations as part of Good
Manufacturing Practice (Barshikar, 2020).

Summary of the case and context

The pharmaceutical industry is becoming more complicated
(Arden et al., 2021) due to the nature of the industry in
relation to the political environment, frequent changes in
the treatment protocols, globalisation of pharmaceutical
companies, high costs of investment and the emergence
of new diseases. The uncertain political environment has
imposed, and will continue to impose, challenges on

Palestinian executives visualise that the potential eco-
nomic growth can be achieved only through international
expansion.

BK says “working in pharmaceutical industry is like
walking on hot coal; you have to keep moving otherwise
you will burn yourself’. This case provides an overview
on how the vision of an entrepreneur, who started a small
pharmaceutical company (PCP) in 1985, was implemented
and supported by investors in an uncontrollable and unpre-
dicted political environment. PCP’s differentiation strategy,
in terms of product portfolio, innovation and good manu-
facturing practice sustained its growth and maintained its
position. This strategy allowed PCP to distribute the risks,
develop medicines for chronic diseases, acquire generic
oncology medicines and the Good Manufacturing Practice
created opportunities to expand regionally and
internationally.

Despite PCP’s late entry, it is ranked third in the local
Palestinian market in terms of turnoverm, and second in
terms of return on assets. At the time of writing this case,
PCP has more than 100 products, 330 employees
and succeeded to launch its products in 22 different
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Figure 5. The Palestinian Territory since 1967

countries. The company has been developing and enjoying
consistent growth in its home market (See Appendices 1—
4) and it puts a strategic plan to launch five to seven
new generic products per year.

Teaching notes and objectives

The main objective of the case is to introduce undergraduate
and postgraduate students to the resilience of entrepreneurs
who work in extreme environments. It highlights how entre-
preneurs use storytelling to spot opportunities, attract inves-
tors and build trust in their ability and competence; for
example, through attracting the Wirtz family who currently
owns 26% of PCP shares in 2021. The case allows students
to gain insights on the ability of entrepreneurs to sustain
their performance during multiple political crises. The ques-
tions below cover the main aims of the case.

e Analyse how entrepreneurial storytelling can sustain
performance during political crises and offer alterna-
tives to overcome the frequent changes in the
environment.

e Define the role of innovation in sustaining entrepre-
neurs’ performance in an extreme environment.
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Notes

1. At the time of writing the case in 2021.

2. In Arabic, it is called “Dar Al Shifa for Manufacturing of
Pharmaceuticals”.

3. Generic pharmaceuticals are me-too products, which are the
medicines that can be manufactured and sold after the
patents on the original drugs expire. They are usually charac-
terized by being lower priced medicines.

4. According to USAID (2019), there is very limited data on the
Palestinian market for medicines.

5. The global pharmaceutical companies are research-based
firms that own pharmaceutical patents and distribute their pro-
ducts globally, such as: Pfizer, Merck, GlaxoSmithKline and
Novo Nordisk.

6 At the time of writing this case study.

7 Palestinian uprising against Israel occupation of the West
Bank and Gaza Strip.

8 Palestine Liberation Organization (PLO) became the sole legit-
imate representative of the Palestinian people, to become an
independent Palestinian state.

9 Initiated by going on a provocative visit of Sharon to Haram
esh-Sharif and Al Agsa mosque, one of the holiest places in
Islam, on 28 September 2000.

10 Based on 2020/21 results.
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Questions and answers

Question One: Analyse how entrepreneurial storytelling
can sustain performance during political crises and
offer alternatives to overcome the frequent changes in
the environment.

To answer this question, it is important to identify three
points: a. the environmental analysis, b. impact of storytell-
ing on the Palestinian context and c. the use of alternative
strategies such as internationalisation strategy.

(a) The environmental analysis:

Two levels of environmental frameworks (Lynch, 2018;
Whittington et al., 2020) can be used: PESTLE (Political,
Economic, Social, = Technological, = Legal and
Environmental) at Macro level, and Porter’s five forces
(barriers to entry, power of suppliers, power of buyers,
threat of substitute and competitive rivalry) at Micro
level. Students can argue how these factors interact with
each other and influence entrepreneurs. In this case, the
political, economic, technological and legal factors were
highlighted, such as changes in the political regimes at dif-
ferent periods of time. The changes in the economic and
legal structure were a reflection of changes in the political
environment in terms of taxation, import and export and
distribution of goods. Students can go an extra mile to
argue economic and social gaps (Arnon and Weinblatt,
2001) between the Palestinian Territory and Israel. For
example, work-permits to Palestinian labourers in Israel
are becoming easier to obtain due to the high cost of

labour in Israel. This will put pressure on economy and
healthcare system in the Palestinian Territory that is charac-
terised by lack of resources. The environment affects
all companies that operate in the Palestinian Territory
not only PCP. Moreover, the Pharmaceuticals is a very
a controlled industry by the government, and stability
ofthe legal structure is necessary to sustain the existence
of these companies. Because Porter’s five forces measure
market attractiveness, the Palestinian local market can be
argued as an unattractive market due to barriers to entry,
alongside a high number of competitors and a high threat
of substitutes. PCP managed to sustain its business
through creating a competitive position after successful
international inspections of good manufacturing practice.
At this stage, the international recognition provided an
opportunity for PCP to expand their business outside
borders and find alternative markets for its products.

b. The use of storytelling in their reaction to volatile
environment

SK and BK believed that manufacturing sector builds the
economy of any country, and businesses should aim to
support the local economy and serve their society. SK
started in Jordan in 1962, and then moved to the West
Bank. SK’s entrepreneurial story is not defined as a time-
line, but as a mix of lessons learned, frustrations, motiva-
tions, culminations of key moments and successes to
become a powerful tool to attract investors, employees
and customers (Bruce, 2017). SK’s entrepreneurial story
attracted international investors; and use its facilities as a
gate to launch their products in the Palestinian Territory,
such as, Grunenthal (Germany) and Hikma Pharmaceuticals
(Jordan) as in Figure (4). This has eventually created a com-
petitive advantage.

c. Alternative strategies to overcome the current political
environment

PCP found an opportunity to penetrate the EU market and
expand overseas (Yip, 1992). Students can use Yip’s
framework to highlight similar market needs of medicines
as a motive for internationalisation. The main competitive
advantage is low-cost manufacturing of medicines and
competitive prices. The internationalisation strategy pro-
vided PCP access to technological aspects in manufactur-
ing medicines in the EU, which is another motivation for
international expansion. The technological acquisition
(Knight, 2001) is a strategic choice that allowed PCP
to operate in the EU. The expansion was regional and
international as illustrated in the case. Students might
discuss changes in the registration of medicines, and
the ability of PCP to increase its product portfolio by
manufacturing generic medicines that are no longer
covered by patent rights.


http://hlrn.org/img/violation/Area&plus;C&plus;Report&plus;Oct-13.pdf
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Question Two: Define the role of innovation in sustain-
ing entrepreneurs’ performance in an extreme
environment?

Innovation is one of the key factors in generic pharmaceu-
tical industry. PCP launched several products in the market
with a focus on niche markets such as cancer (or oncology)
medicines and medicines for chronic diseases, such as hyper-
tension and diabetes. Manufacturing these products needs
dynamic capability (See Teece, 2018) that students can

discuss and analyse. Moreover, the ability of PCP to
produce soft gelatine capsules created a differentiation strat-
egy and demonstrated the dynamic capability of PCP. It is
also good to include the impact of internationalisation,
access to different market needs and innovativen strategy
of PCP. This innovation sustained the performance of PCP.
A good answer can also include diversification (Ansoff’s
Matrix) and a reflection on its efficient use of available
resources.
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Appendices

Appendix One: Dar Al-Shifa for Manufacturing of Pharmaceuticals Public Shareholding Company, Ltd — Financial
statements for the year ended 31 December 2020 (All amounts in US Dollars)

Statement of financial position

Assets

Non-current assets
Property, plant and equipment, net
Intangible assets, net

Deferred tax assets

Investment in subsidiaries
Investment in an associate
Financial assets at fair value through other comprehensive income
Total non-current assets
Current assets

Goods inventory, net
Accounts receivable, net
Other current assets

Cash and cash equivalents
Total current assets

Total assets

Equity and liabilities

Equity

Share capital

Share premium

Mandatory reserve

Voluntary reserve

Fair value reserve

Land evaluation reserve
Reserve for financial statements translation differences
Retained earnings

Total equity

Liabilities

Non-current liabilities

Bank loans, long-term portion
Provision for end of service indemnity
Deferred tax liabilities

Total non-current liabilities
Current liabilities

Due to banks

Accounts payable

Bank loans, short-term portion
Provision for income tax
Other current liabilities

Total current liabilities
Total liabilities

Total equity and liabilities

December 31

2020

20,578,709
827,589
896,716
25,282,390
185,167
2,084,150
49,854,721

8,618,751
5,091,226
1,715,381
504,441
15,929,799
65,784,520

8,593,868
3,733,611
3,723,487
4,436,859
151,132
2,239,553
5,500,037
13,421,436
41,799,983

6,939,542
3,992,321
967,456
11,899,319

1,141,790
6,031,572
3,001,879
584,620
1,325,357
12,085,218
23,984,537
65,784,520

2019
Restated - (Note 40)

19,331,328
627,306
687,639
17,497,199
144,295
2,350,000
40,637,767

6,751,635
7,226,569
2,955,727
252,943
17,186,874
57,824,641

8,593,868
3,733,611
2,296,720
4,436,859
370,524
2,797,058
2,566,268
8,353,115
33,148,023

8,046,236
3,945,237
498,261
12,489,734

917,839
6,650,320
2,753,370
276,566
1,588,789
12,186,884
24,676,618
57,824,641

| January
2019
Restated —(Note 40)

17,517,708
85,533
634,066
15,091,769
122,500
2,038,275
35,489,851

6,924,647
7,361,506
2,937,979
493,762
17,717,894
53,207,745

8,593,868
3,733,611
2,129,238
4,150,930
140,833
2,797,058
28,437
8,053,672
29,627,647

8,957,808
3,386,657
459,442
12,803,907

353,832
6,385,600
2,716,125
145,026
1,175,608
10,776,191
23,580,098
53,207,745

*PCP numbers are based on data shared by the company in October 2021 and further details and notes are available on the Palestinian Security Exchange

Website.
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Appendix Two: Dar Al-Shifa for Manufacturing of Pharmaceuticals Public Shareholding Company, Ltd Financial

statements for the year ended 31 December 2020 (All amounts in US Dollars)
Statement of income For the year ended 3| December 2020

2020 2019
Restated - (Note 40)
Net sales 18,360,465 20,411,670
Cost of sales (9,443,614) (13,664,660)
Gross profit 8,916,851 6,747,010
Expenses of selling, distribution and export (2,006,571) (2,227,123)
General and administrative expenses (1,816,116) (1,596,105)
Research and development expenses (233,654) (676,709)
Recovery of the (provision) for impairment of financial assets 80,459 (60,294)
Other revenues 82,394 75,595
Profits on foreign currency exchange differences 538,574 301,390
Operating profit 5,561,937 2,563,764
Finance expenses (773,778) (821,764)
Company’s share of the results of the associate’s businesses 28,114 11,098
Profits on revaluation of investment in the subsidiary through the statement of income 3,307,338 -
Net profit for the year before income tax 8,123,611 1,753,098
Tax expense (989,775) (366,776)
Net profit for the year 7,133,836 1,386,322
Basic earnings per share for the Company’s shareholders 0.83 0.161
Statement of comprehensive income For the year ended 31 December 2020
2020 2019
Restated —(Note 40)

Net profit for the year 7,133,836 1,386,322
Comprehensive income:
Items that may be reclassified to the statement of income in subsequent periods:
Foreign currency translation differences 2,933,769 2,537,831
Items will not be reclassified to the statement of income in subsequent periods:
Land revaluation reserve (557,505) -
Change in fair value - financial assets through other comprehensive income (170,625) 283,738
Comprehensive income for the year 2,205,639 2,821,569
Total comprehensive income for the year 9,339,475 4,207,891
Basic earnings per share for the Company’s shareholders 1.087 0.490

* PCP numbers are based on data shared by the company in October 2021 and further details and notes are available on the Palestinian Security Exchange

Website.
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Appendix Four: Dar Al-Shifa for Manufacturing of Pharmaceuticals Public Shareholding Company Ltd — Financial
statements for the year ended 31 December 2020 (All amounts in US Dollars)
Notes to the financial statements
Statement of cash flows For the year ended 31 December 2020

2020 2019
Cash flows from operating activities
Net profit for the year before income tax 8,123,611 1,753,098
Adjustments for:
Depreciation of property, plant and equipment 1,119,482 1,097,099
Amortisation of intangible assets 28,251 27,244
(Recovery) provision for impairment of financial assets (80,459) 60,294
Finance expenses 773,778 821,764
Damaged and obsolete goods expense 290,951 -
Profits on revaluation of investment in the subsidiary through the statement of income (3,307,338) -
Loss of sale of property, plant and equipment 34,350 25,949
Group’s share of the results of the associate’s businesses (28,114) (11,098)
Provision for end of service indemnity 278,870 427,328
Cash flows from operating activities before changes in working capital 7,233,382 4,201,678
Accounts receivable 2,218,898 75,805
Goods stock (2,158,067) 173,012
Other current assets 1,240,346 (17,748)
Accounts payable (618,748) 264,720
Other current liabilities (73,542) 146,666
Cash flows from operating activities before taxes and severance indemnities paid 7,842,269 4,844,133
Paid tax (354,953) (252,525)
Compensations paid to employees (511,464) (163,145)
Net cash from operating activities 6,975,852 4,428,463
Cash flows from investing activities
Purchases of property, plant and equipment (1,690,408) (1,494,809)
Investment in subsidiaries (2,937,867) (1,130,315)
Proceed from sale of property, plant and equipment 2372 3942
Purchase of financial assets at fair value through other comprehensive income - (115,025)
Sale of financial assets at fair value through other comprehensive income 250,000 250,000
Purchase of intangible assets (183,462) (565,466)
Net cash used in investing activities (4,559,365) (3,051,673)
Cash flows from financing activities
Due to banks 223,951 564,007
Bank loans (858,185) (874,327)
Cash dividends (877,405) (421,000)
Finance expenses paid (773,778) (821,764)
Net cash used in financing activities (2,285,417) (1,553,084)
Net change in cash and cash equivalents 131,070 (176,294)
Financial statements translation differences 123,988 (63,160)
Cash and cash equivalents, beginning of the year 256,280 495,734
Cash and cash equivalents, end of the year 511,338 256,280

* PCP numbers are based on data shared by the company in October 2021 and further details and notes are available on the Palestinian Security Exchange

Website.
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