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Abstract

The issues of competitiveness such as why some companies reach success, while others not, how companies differ and how
they are managed within the chosen strategies to reach the state of competitiveness are the key for the organization of any
type and industry. Some researches had a tendency to fragment or disintegrate the important parts of this problem, but the
purpose of this paper is to integrate the main elements of the competitiveness phenomenon into the complex system and
offer a wide practical view over the cornerstones of a company’s competitiveness in a contemporary environment. In this
article the author reveals her understanding of the concept of modern company’s competitiveness, then in the main part
offers the qualitative model — the system of company’s competitiveness which should lead to financial competitiveness.
The presented framework is practice-oriented and based on factors and efforts that depend on the company itself, but goes
beyond the resource-based view or a particular single strategy school, highlighting the importance of a complex approach.

Keywords: competitiveness, competitive advantage, organizational effectiveness, strategy, company, competitor, demand,
long-term view

For citation: Pyatanova V.I. (2022) New paradigm of a company’s competitiveness: complex approach. Upravienie /
Management (Russia), 10 (1), pp. 36—41. DOI: 10.26425/2309-3633-2022-10-1-36-41

© Pyatanova V.I., 2022.
This is an open access article under the CC BY 4.0 license (http://creativecommons.org/licenses/by/4.0/)



YNPABJIEHUE B COEPE 9KOHOMWKW: MPOBNEMbBI U NEPCMEKTUBDI

MonyyeHo: 20.12.2021 CraTbAa fopaboTaHa nocne peueH3nposaHua: 17.01.2022 MpuHAaTo: 19.01.2022

HoBasa mapaaurMma KOHKYpPEHTOCIIOCOOHOCTH
KOMIIaHHUH: KOMILIEKCHBIN ITOAXON,

MataHoBa Buktopus UBaHoBHa

KaHg. akoH. Hayk, MBA (Kembpuaxckui yHuBepcuteT), 3aB. kadoefpoit (hMHAHCOBOrO MEHELKMEHTA,
ORCID: https://orcid.org/0000-0003-0903-7523, e-mail: Pyatanova.Vi@rea.ru

®rbOy BO «Poccuiickuin akoHoMn4eckui yHmsepcutet umenm . B. MnexaHosay,
117997, CTpemsaHHbIV nep., 4. 36, r. Mockea, Poccuiickas ®epepaums

AHHoOTauus

Bonpochl KOHKYPEHTOCTIOCOOHOCTH, TakKue Kak «[oYeMy OJHM KOMIIAHWU JOCTUTAIOT ycIiexa, a APYrue HeT», «Kak
OTJIMYAIOTCSl KOMIAHUM», «KaK OHM YIPABISIOTCS B paMKax BbIOPAHHBIX CTpATerHii ISl JOCTUXKEHUST KOHKYPEHTO-
CTHOCOOHOCTH», SIBJISIIOTCS KJIIOYEBBIMMU /151 OPraHU3aLMK JII0OOT0 THMa 1 otpaciu. HekoTopsie uccienoBaHus UMEIH
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Introduction

Although there has been a considerable progress in the
development of conceptual foundations of a competitiveness
and explanation of competitive success of different compa-
nies, industries and nations, the need to understand the
changing processes within and outside the company in the
era of uncertainty and fourth industrial revolution requires
academics and practitioners to develop the deeper grounds —
new paradigm of competitiveness of a company.

There has been a number of strategic approaches and
schools that focus on different factors and drivers of com-
petitive success of a company. McKiernan has named four
approaches: prescriptive, emergent, competitive positioning
and resource. Mintzberg, Lampel and Ahlstrand [2013] have
determined ten schools of strategy: design, planning, posi-
tioning, entrepreneurial, cognitive, learning, power, cul-
tural, environmental and configuration. According to Porter
[1985; 1991], on a broad level, the success of a firm is de-
termined by two areas: industry attractiveness and company’s
relative competitive position in that industry. Hence, Porter
offered the outside-in approach and made a great emphasis
on the analysis of external environment for determining
grounds for competitive advantages of a company. Resource-
based theory of the firm, on the contrary is very introspec-
tive and focuses on the company’s internal resources and
capabilities as basis for the competitive success. Hamel and
Prahalad [1990] underline the role of core competences
in creating sustainable competitive advantages.

Three directions of research address the dynamic
process of creating competitive advantage of a company:
game theoretic models, models of commitment under
uncertainty and so-called resource-based view of the
firm. And although these theories highlight the main
characteristics of processes of creating and sustaining
competitive advantages, they miss the disclosure of true
source, basis of company’s competitiveness.

In order to understand the present foundations of com-
petitiveness of a company and build the complex system
of competitiveness it is necessary to determine the con-
cept of competitiveness. There are different understand-
ings and measures of competitiveness in the literature,
depending on chosen level (macro, meso, micro), dis-
ciplinary approach. For example, on micro level market-
ing people measure competitiveness by market share and
brand awareness. Sales people — by the indicators of sales
volume and dynamics. Technologists — by innovations
and the level of technology sophistication. Financiers —
by effective usage of financial resources, sound financial
position and financial stability of a company.

In economic and business literature there are different
approaches towards definition of competitiveness of a com-
pany. So, Krugman [1994] calls a company competitive if it
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has a stable market position and pays its obligations. Chikan
[2008] defines competitiveness of a firm as the ability to reach
a dual target: to satisfy the requirements of customers with
profit. Some authors base their definition on market share,
while others determine competitiveness as ability to sell goods
that can sustain global competition. However, the latter ap-
proach, in my opinion, narrows the notion of competitive-
ness and equals it to the ability to be in demand. Market
share itself, on the other hand, cannot guarantee the achieve-
ment of competitiveness from finance point of view as con-
quering the desired market share may be reached by aggres-
sive sales with usage of discounts and generous credit terms,
which negatively affects profitability and liquidity.

In my opinion, competitiveness of a company is its
ability to steadily outperform competitors, which is re-
flected in financial competitiveness. From finance point
of view competitiveness of a company is determined
by its ability to steadily reach the superior level of prof-
itability than competitors. I call it ‘financial competitive-
ness’ [Pyatanova, 2021, p.37].

Contemporary theory of competitiveness should si-
multaneously view the company both in the context
of industry and wider surroundings as the external en-
vironment affects the performance and that influence
at the same time has some restraining character. It is nec-
essary to analyse and take into consideration the exter-
nal environment to understand the opportunities, con-
ditions for demand and prospects of the market. The
modern competitiveness theory should be complex and
allow the possibilities for changes in such areas as cus-
tomer needs, technologies, supply system, new manage-
rial practices etc., that is to be wide enough and flexible.
Nowadays, due to increasing uncertainly, the influence
of the fourth industrial revolution and transformation
of industries, we see the growing importance of internal
factors, including technological, for the ability of a com-
pany to outperform rivals on indicators of profitability.

The ability of a company to reach superior profitabil-
ity depend on complex of financial and non-financial
factors, simultaneous influence of many variables, in-
cluding demand and others. Therefore, the task was
to group them by areas (directions of activity) and then
to decompose and highlight the most significant factors
in order to manage them. The paradigm presented below
offers the framework of company’s competitiveness,
components of the recipe of success, however the dosage
of each component is necessary to determine depending
on the specifics of a company, industry and market.

New paradigm of a company’s
competitiveness

According to the purpose to build a new paradigm
of a company’s competitiveness and based on the vast
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practical experience in the field of strategy and finance,
I have made an attempt to create the qualitative model
of a system of company’s competitiveness. This model
is based on comprehensive, complex approach. The task
was to draw an original, wide and universal system that
would work for an organization of any type, size and
industry. In the designed framework I focus on factors
and actions which depend on the company itself.

I believe that the competitiveness of a modern com-
pany is determined by three main elements (cornerstones):
the ability to be in demand, organizational effectiveness
and long-term view (fig. 1). Further we shall consider
the main cornerstones of the ‘competitiveness triangle’.

Long-term view

COMPANY'S
COMPETITIVENESS

Ability to be in demand Organizational effectiveness

Compiled by the author on the materials of the study

Figure 1. ‘System of Company’s Competitiveness —
‘Competitiveness Triangle’

The ability to be in demand

Although the focus of our research lies on the abil-
ity of a company to reach competitive success, no doubt
that the opportunities to exploit the competitive advan-
tages are found in external environment. There may
be unique conditions of the specific market, favourable
relations with the local government!, the possibility
to create a new demand in the marketplace etc. External
environment impacts the configuration of company’s
resources, its strategic moves and brand positioning. The
ability to be in demand directly influences the company’s
competitiveness and is reflected in outstanding sales and
recognition by the market. This is the primary element
of the company’s system of competitiveness.

The ability to be in demand means the ability to sell
goods and services that customers will value higher than
those offered by competitors.

There are several drivers that are able to activate this
angle of the competitiveness triangle. Among them the
main are: technological and product innovations, effec-
tive marketing and sales, continuous improvement of ser-
vice, superior customer relations.

! Although Michael Porter tries to clear the financial results from influence
of this condition, in my opinion, if such possibilities exist and can help
to strengthen the competitiveness of the company, they should be taken

into consideration and used.

Organizational effectiveness

The next key element of the system of company’s
competitiveness I call ‘organizational effectiveness’,
which includes the choice of the organizational structure
and routines suitable for the chosen strategy, specific
activity and current context; the quality of financial
management; cost efficiency; quality of all processes;
focus and prioritization of tasks; smart work with per-
sonnel etc. In fact, this should be a live organizational
mechanism, ‘country within a country’ to implement
strategy and serve the ability to be in demand.

No doubt, that the nearest competitors influence the
pace and extent of the organizational improvements and
innovations. Differences in organizational effectiveness
between companies may be deep and comprehensive.
Some companies may use their assets in a smarter way,
eliminate unnecessary activities, employ more advanced
technologies with higher productivity, select and motivate
personnel better etc. Such differences in organizational
effectiveness are the important source of differences in prof-
itability between competitors because they influence costs
and extent of differentiation.

It is important to point out that the pursue of or-
ganizational effectiveness should be reasonable, which
means foremost not to supplant the implementation of key
strategic goals of a company. Also, additional costs as
a result of ‘better practices’ implementation, should not
exceed the benefits, expected from increased effectiveness.

Since 1980s corporate managers have been preoccupied
with improvement of operational efficiency. Companies
have adopted such programmes as total quality manage-
ment, benchmarking, time-based competition strategies
in order to improve quality of goods, customer satisfaction
and achieve better practice. [Porter, 1996, p.63]. Opera-
tional efficiency means performing similar activities better
than competitors do. This means better usage of resources,
higher productivity, faster service etc. However, the pos-
sibilities to increase operational efficiency are limited by
a certain level, behind which we can see the opposite effect,
for example, growing frequency of mistakes of personnel
due to excessive labour intensity. On the other hand, op-
erational efficiency of a company has a certain space for
improvement through joint usage of resources, organiza-
tional capabilities and knowledge by different divisions.

Porter argues, and I agree with his viewpoint, that
continuous improvement of operational efficiency is nec-
essary but insufficient to reach superior profitability. Few
companies could retain competitiveness during the long
period relying on operational efficiency only; the employ-
ment of new technologies and ways of doing business
requires more comprehensive and complex approaches
in order to outperform rivals.
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In my opinion, the organizational effectiveness as an
angle of competitiveness triangle is based not only on achieve-
ment of superior productivity in certain activities, but also
on right choice, combination and configuration of ac-
tivities, both on strategic and operational levels. The main
drivers that activate this area include: smart and flexible
organizational structure and management systems, supe-
rior productivity, cost efficiency, high quality of financial
management and general management, fine connections
and relations, ability to implement strategy.

Organizational effectiveness should also be born from
readiness to cooperate, exchange resources and knowledge,
from striving for continuous synergy. It should be trans-
lated both inside the company, generating confidence and
enthusiasm of staff, and into external environment, showing
the partners firm aspiration of all members of an organiza-
tion to work consistently on the basis of best practices.

Organizational effectiveness should be of dynamic
nature and interact with other parts of the competitive-
ness system, permanently keeping in sight other sig-
nificant angles of the competitiveness triangle — ability
to be in demand and long-term view.

Long-term view

The third and strategically the most important element
of the competitiveness triangle is a long-term view, there-
fore I locate it in the top of the triangle. It is critical not
only to reach the state of competitiveness but to be able
to retain it over the long run. In this sense it is vitally im-
portant for a leader to have a long-term view over the busi-
ness and an intention to work and prosper long-term. This
intention should be imbedded into the strategy, culture,
operational efforts and construction of processes and rou-
tines. The intention to work long-term will impact all the
spheres of the company’s activity, influence all kinds of de-
cisions: investment, financing, R&D, team building. To put
it in simple words, this is a faith in future of the organiza-
tion, an intangible fuel for the company’s existence.

The ‘long-term view’ zone of the triangle includes:
mission, vision, corporate strategy, ethics and reputation,
strategic relations, corporate culture, the intention of top-
management to work long-term. To take care of this
zone means paying attention to factors that create foun-
dations to reach and sustain superior competitiveness
in the long-term prospective.

The aspiration for long-term presence in the market is an
important factor of success, which should be reflected in eve-
rything the company does (taking orders, production or-
ganization, customer service, personnel development, sales,
product enhancement) i.e. everything that creates the abil-
ity to be in demand and provides organizational effectiveness.

Long-term view also means consistency and continu-
ity of action. After strategy formulation the company must
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consistently work on its implementation. Continuity
of efforts is needed for reinforcement of strategic position-
ing, as consumers and partners need time to understand
the place and role of the company in the market. Also,
time and persistence are needed to continue and complete
projects started, to generate demand, to form the culture
of consumption of new goods, to develop product and
create the unique value proposition.

Continuous efforts are needed also to build the or-
ganizational effectiveness, to ensure that processes, struc-
ture and interaction are organized in a best way, to reach
the economy of learning, provide transfer of knowledge
and experience from mature to young employees. Con-
tinuous efforts are needed to fight rivals on constant basis.

Long-term view is opposite to short-term approach,
aimed at maximizing short-term profits without con-
structing long-term strategic intents. Strategy and tactics
of such companies differ from those aimed at long-term
success. For example, short-term behaviour is often
characterized by pursue to maximize financial results
at any cost, which can be accompanied by unethical
actions towards partners, personnel etc. In such instance
the management is aimed narrowly to satisfy mostly
interests of shareholders and top-level managers, not
taking much care about interests of other stakeholders,
issues of long-term reputation, effective corporate gov-
ernance and corporate social responsibility of business.

Complex approach

After determining the cornerstones of the system of
a company’s competitiveness, it is necessary to empha-
size the importance of complex approach. Here I mean
not just keeping strategic fit (between the strategy and
activity of the company), but running different busi-
nesses and functional activities in unison: in perfect
coordination, reinforcing each other and following the
common goal to achieve superior competitiveness.

In my opinion competitiveness of a company is formed
as a result of diverse activities, comprehensive and pur-
poseful efforts of different divisions. It can hardly be achieved
only on a basis of a single competitive advantage, and
even if it initially takes place, the created advantage can
be easily destroyed by competitors. When the company
possesses the bouquet, wide bunch of advantages, even
if there are many competitors which may duplicate par-
ticular advantages, it would be simply impossible to rec-
reate the whole palette of advantages composed within
such a company. Therefore, if all the divisions work
purposefully, devotedly and harmoniously together to re-
tain and augment competitive advantages, have teams
of ambitious, educated and talented people, it is very
difficult to win over such an organization.
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To sum up, in order to build the sound system of com-
pany’s competitiveness all matters. Such complex approach
on the level of the whole organization (not only in the
part of its organizational effectiveness) is based on the
wholeness of system of activities which creates competi-
tiveness, not on the collection of its parts. Competitiveness
of the whole company in a long run is created by virtue
of how its activities match and strengthen each other.

Conclusion

Nowadays business leaders are greatly concerned with
the ability of a company to stay competitive in a changing
environment and search for key elements, new sources and
drivers of competitive success. In the offered competitive-
ness framework the focus was made on factors and actions
that depend on the company itself. It is necessary to admit
that study of external environment and building the suc-
cessful relations with its agents are very important steps for
proper positioning of the competitiveness triangle. External
analysis is critical to determine where the competitiveness
triangle will float, to select environment (industry, geo-
graphic scope) with favourable opportunities to exploit the
bunch of a company’s competitive advantages. However,
the efforts to properly understand and interact with exter-
nal environment principally depend on the company itself.

As it was mentioned above, the goal of creation of com-
pany’s competitiveness system was to offer a universal
practical model which can be used by any company. How-
ever, there is no doubt that the concrete factors of com-
petitiveness which each company in a chosen industry
defines as dominating for success, will differ from case
to case. As companies are different, their success factors
are different. For example, for dairy processing industry
these are high quality of finished goods, access to the raw
materials of needed quality and quantity, access to finance
for seasonal operational purposes etc.

Achievement and sustainment of competitiveness re-
quires continuous adaptation of a company to changing
economic conditions and social norms. So, in current
conditions of uncertainty the system of a company’s com-
petitiveness should be alive, dynamic, and parts of it
should work smoothly in interaction to reinforce each
other and develop synergy.

To conclude, if all three angles of the competitiveness
triangle are utterly active, continuous in their efforts and
strong in interactions, this would create the effect of syn-
ergy which may lift the competitiveness of a company
to the unattainable highness. These are the organizations
that have all the chances to work many years meeting
and exceeding the expectations of its customers, share-
holders, employees, business-partners, society.
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