Financial Strategies of Innovative Economic Development. Ne 2 (62), 2024 ISSN Print 2786-5150

UDC 658:005.332.4]:338.246

ISSN Online 2786-5169

DOI https://doi.org/10.26661/2414-0287-2024-2-62-03

INCREASING THE COMPETITIVENESS OF ENTERPRISES
AS A PREREQUISITE FOR THE GROWTH OF ECONOMIC SECURITY
IN THE CONTEXT OF DIGITALIZATION OF THE ECONOMY'

Ohrenych Yu.O., Kuzmenko V.P.
Zaporizhzhia National University

Ukraine, 69600, Zaporizhzhia, Zhukovsky str., 66

yuliashvets@ukr.net

ORCID: 0000-0002-0294-1889, 0009-0006-3623-3369

Key words:

competition, competitiveness,
competitive advantages,
digitalization of the economy,
economic security, efficiency,
innovation.

The article determines that in the context of a changing market environment, an
important issue for enterprises is the formation of competitive advantages. It is
established that increasing the competitiveness of enterprises will ensure not only
an improvement in efficiency, but also an increase in economic security. A study of
scholars’ approaches to the definition of competitiveness is carried out. Based on
the results of the study, approaches to defining the essence of economic security
are allocated. An analysis of the indicators of competitiveness and economic
security is carried out on the example of the enterprise LLC «Shchedro». It is
determined that competitiveness is one of the factors influencing the state of
economic security of enterprise. The competitiveness index of the EU and Ukraine
is studied. The problems of competitiveness and economic security of Ukrainian
enterprises are identified. The directions of digitalization of enterprises, which will
help to increase competitiveness, are allocated. Proposals are made to improve
the competitiveness of enterprises as a component of economic security, namely:
concluding contracts with new suppliers; increasing the range of products;
reducing production costs through the use of innovative technologies; improving
the skills of employees; investing in the development of new products; automating
business processes; studying the experience of foreign enterprises; expanding
markets for products; implementing software; quality management; improvement
of personnel pohcy, expanding the range of products. The article identifies the
tools for improving competltlveness which will allow forming competltwe
advantages, contribute to improving economic security and, as a result, increase
the profitability of operation. The tools for increasing competitiveness include:
strategic partnerships; international marketing campaign; flexible production
processes; advertising campaigns; education and training.
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VY cTarTi BU3HAYCHO, IO B yMOBAX 3MIHHOCTI pPUHKOBOTO CEPEIOBHUINA BAKIHBIM
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TOB «lllenpo». BcraHoBIeHO, 0 KOHKYPEHTOCIPOMOXKHICTh BHCTYIIAE SIK OWH
i3 YMHHUKIB BIUIMBY Ha CTaH €KOHOMIYHOI Oe3mekn miampuemMcTBa. JocCmimKeHo
1HJEKC KOHKYPEHTOCTIPOMOXKHOCTI kKpaiH €C Ta Ykpainu. BuznaueHo mpobiemu
KOHKYPEHTOCIIPOMO)KHOCTI Ta E€KOHOMIYHOI Oe3MeKH MiIIpUEMCTB YKpaiHu.
BuokpemieHno HanpsiMu HUQPOBi3aLii M JIPHEMCTB, 1110 CIIPUSATUME ITiJBUICHHIO
KOHKYPEHTOCIIPOMO)KHOCTI. ~ 3aIpOITIOHOBAHO —TPOMO3UIII 1O  IiJBHIIECHHS
KOHKYPEHTOCIIPOMO)KHOCTI MIATIPHEMCTB SIK CKJIaJ0BOI E€KOHOMIYHOI Oe3IeKH,
a caMe: 3aKIIOYEHHS JOTrOBOPIiB 3 HOBHMH IOCTaUaJIbHUKAaMH; 301TbIICHHS
aCOPTHMEHTY MPOJYKIii; 3HUKCHHS BUTPAT HA BUPOOHUIITBO MPOLYKLIi HIISIXOM
3aCTOCYBaHHS IHHOBAI[IHHUX TEXHOJIOTIH; MiJBUIICHHS KBajidikarii poOiTHUKIB
HiANPUEMCTBA; IHBECTULI B pO3pOOKY HOBHX HPOAYKTIB; aBTOMAaTH3aLlis
0i3Hec-TIpoIIeCiB; NOCITIPKEHHS JOCBIYy 1HO3EMHHX IiIPHUEMCTB; PO3LIMPEHHS
PHUHKIB 30yTy TPOMYKIIii; BIPOBA/KCHHS IIPOTPAMHOTO 3a0e3IeueHHsI; SIKiCHUI
MEHEPKMEHT; BIIOCKOHAJICHHS KaIpOBOi IMOJITHKH; PO3MIMPEHHS ACOPTUMEHTY
npoaykiii. Bu3HadyeHO 1HCTPYMEHTH MiABHUINEHHS KOHKYPEHTOCIPOMOXXHOCTI,
IO JTO3BOJIUTH C(OPMYyBaTH KOHKYPEHTHI NepeBard, CIPHATHME IMOKPAIICHHIO
eKOHOMIYHOI Oe3leKkd Ta, K pe3yabrar, MiABHIIEHHIO HIPHOYTKOBOCTI
¢ynkuionyBanHs. Cepell IHCTPYMEHTIB HiJIBUILEHHS KOHKYPEHTOCIIPOMOXKHOCTI
BU3HAYEHO: CTpPaTEriuyHi MapTHEpCTBA; MIKHAPOIHA MapKETWHIOBA KaMIIaHis;

THYYKi BHpOOHHYI IPOIIeCH; peKJIaMHi KaMIIaHii; HaBYaHHS Ta TPCHIHTH.

Statement of the problem

Increasing the level of competition in the domestic
and foreign markets requires enterprises to continuously
improve in order to form competitive advantages. One of
the areas of competitive advantage formation is the auto-
mation of business processes, which affects not only the
improvement of financial performance, but also the level
of economic security. In the context of the digitalization of
the economy, enterprises are faced with the task of adapt-
ing to new realities and using digital tools to increase effi-
ciency and competitiveness. In addition, competitiveness
is one of the factors influencing the state of economic secu-
rity, which makes the topic of the study relevant.

Analysis of recent studies and publications

The issues of increasing competitiveness, ensuring eco-
nomic security and the introduction of digital technologies
have been studied in the following works: Voronkova A. E.
[1]; Kuznetsova K. O. [2]; Oberemchuk V. F. [3]; Par-
tuta T. O., Fesenko T. V. [4]; Bugai V. Z., Sidorenko V. O.
[5]; Hapak N. M. [6]; Ohrenych Yu. O., Kurdupa V. S. [10];
Dergachova V. V., Vorzhakova Y. P., Khlebynska O. I. [11];
Prystemskyi O. S., Hryvkivska O. V., Sakun A. Zh. [13];
Stanislavyk O. V. [15].

At the same time, the issue of determining the tools
for increasing competitiveness, directions of digitalization
of enterprises, the role of competitiveness as a factor of
influence on the state of economic security remains unad-
dressed, which requires more detailed research.

Objectives of the article

The purpose of the article is to study the indicators of
competitiveness and economic security on the example of
Shchedro LLC, to identify the problems of competitive-
ness, economic security and the formation of directions for
the digitalization of enterprises, proposals for increasing
competitiveness, and to identify tools for increasing com-
petitiveness.

The main material of the research

The issue of increasing the competitiveness of enter-
prises in the context of the digitalization of the economy
is extremely important. In addition, competitiveness is
one of the factors influencing the economic security of an
enterprise. The use of digital technologies affects the pro-
cesses of production, marketing and management. In the
direction of forming competitive advantages, it is impor-
tant to study the experience of the European Union coun-
tries. Taking into account the experience of EU countries
that have already gone this way can serve as a valuable
source of experience for Ukrainian enterprises. One of
the ways to build competitive advantages is to introduce
digital technologies into production, which will allow to
produce quality products and ensure profit growth. Increas-
ing competitiveness and stabilizing economic security will
contribute to the efficient functioning of enterprises and
their development.

There are different approaches of scientists to the defi-
nition of “competitiveness” (Table 1).

Thus, it is important for an enterprise to manage com-
petitiveness in order to form competitive advantages. We
believe that the competitiveness of an enterprise should
be considered as the ability of an enterprise to produce
quality products or provide services to meet customer
needs, which will expand markets for products, highlight
strengths, as well as a set of competitive advantages, a fac-
tor in the growth of economic security, which will con-
tribute to the effective functioning and development in the
context of digitalization.

In order to form competitive advantages, a company
must take into account the influence of market environ-
ment factors, use its own capabilities and strengths, and
identify threats and risks. Given that competitiveness is a
factor in the growth of economic security, it is advisable to
study this concept and identify approaches (Fig. 1).

“The economic security of an enterprise is a com-
plex characteristic, which means the level of protection
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Table 1 — Definition of the essence of "competitiveness"

Voronkova A. E.

"Competitiveness is a complex phenomenon, and the overall level of a country's competitiveness can only be
improved through a wide range of reforms in various areas" [1].

Kuznetsova K. O.

"Competitiveness (literally translated as "the ability to compete") is the availability of certain advantages
(resources) and the ability and
ability to use them correctly in competition with other "players" to achieve their goals" [2].

Oberemchuk V. F.

"Competitiveness is a complex comparative characteristic of an enterprise that reflects the degree of superiority
of the set of evaluative indicators of an enterprise's performance that determine its success in a particular
market over a certain period of time in relation to the set of indicators of competitors' enterprises" [3].

Partuta T. O.,
Fesenko T. V.

"Competitiveness is the ability of an enterprise to offer a product that meets certain requirements of the buyer,
i.e. a certain quality, in the right quantity, on time and on more favorable terms of delivery than competitors"
[4, p. 92].

Stanislavyk O. V.

"Ensuring competitiveness is a systematic, consistent, relevant process that provides organizational and
functional support for strategic management and rational measures to improve competitiveness in the industrial
complex based on various indicators of competitive advantage" [15].

Source: compiled by the authors based on [1; 2; 3; 4; 15]

Security as a full
provision of all
necessary resources

Security as the ability
to counter internal
and external threats

Economic security of|
the enterprise

Security as a state of
protection against
internal and external

Security as protection
against crime

threats

Security as a state of
efficient use of
resources

Security as the ability
to ensure
reproduction

Figure 1 — Approaches to defining the concept of “economic security”

Source: compiled by the authors based on [6; 9]

of all types of enterprise potential from internal and
external threats, which ensures stable functioning and
effective development and requires management by the
enterprise management” [6]. Some approaches to defin-
ing the concept of economic security of an enterprise
are shown in Fig. 1.

Thus, there are different approaches to the definition
of economic security, and some researchers emphasize
elements of economic resilience to external and internal
shocks, while others focus on ensuring social balance and
human capital development. Most scholars are of the opin-
ion that economic security should be viewed as a system-
atic approach to ensuring sustainable economic develop-
ment, taking into account threats, risks, and the impact of
market environment factors in order to ensure the stability
of enterprises.

It should be noted that the competitiveness of an
enterprise plays an important role in enhancing the eco-
nomic security of enterprises and the country as a whole,
in particular: the rational use of resources, the quality of
raw materials and supplies. This helps to save resources
and ensures production efficiency; introduction of innova-
tions and technologies into production helps to improve
product quality, minimize costs, expand sales markets,
and improve financial performance; the enterprise’s entry
into international markets helps to reach new consumers
and strengthen positions; creation of new jobs, which is
important for social stability and unemployment reduction;
ensuring financial stability through growth of performance

22

indicators, timely identification of risks, neutralization of
their influence and adaptation to the market environment;
professional development of personnel through training of
employees; attraction of both internal and external invest-
ments; protection of the enterprise from the negative influ-
ence of external factors. In general, the competitiveness of
enterprises is an important factor for ensuring economic
security, as it determines the ability to attract investment
and ensure stable economic development.

The study of indicators of competitiveness and eco-
nomic security on the example of the enterprise “Shche-
dro” LLC for 2019-2022 is carried out (Tables 2-3).

After analyzing the competitiveness indicators of
Shchedro LLC for 2022 compared to 2021, the follow-
ing trends can be identified: return on equity increased by
59.61%, indicating positive changes in production activ-
ities; autonomy ratio increased by 15.38%, indicating an
improvement in financial stability; absolute liquidity ratio
decreased by 97.30%, indicating the company’s limited
ability to immediately pay its obligations; return on sales
increased by 107.14%; the relative product competitive-
ness indicator increased by 52.63%, indicating a high
level of competitiveness. In calculating the integral com-
petitiveness indicator, we used the method of Furik V. G.,
Titova K. S. [16], according to which, if the value of the
integral competitiveness indicator is greater than 0.27, the
enterprise has a high level of competitiveness.

In general, the enterprise is competitive, but there is
a need to improve liquidity indicators. Recommendations
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Table 2 — Competitiveness indicators of "Shchedro" LLC for 2019-2022
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Figures 2019 2020 2021 2022 ey ‘t’od;g;t"ﬂ/‘:_
1. Efficiency of production activities
1.1. Return on equity, UAH 46,74 42,20 42,54 67,90 59,61
1.2. Product profitability, %. 0,28 0,21 0,16 0,41 156,25
1.3. Labor productivity -0,06 -0,01 -0,01 -0,01 0,00
2. Financial condition of the enterprise
2.1. KoeoirieHT aBTOHOMI -0,08 -0,11 0,13 0,15 15,38
2.2. Absolute liquidity ratio 0,02 0,26 0,37 0,01 -97,30
2.3. Working capital turnover ratio 3,48 2,16 2,86 1,75 -38,81
3. Efficiency of sales and promotion organization
3.1. Return on sales, %. 0,22 0,17 0,14 0,29 107,14
ifn’l E;li?itévez:;glcamr of product 50,60 44,88 46,19 70,50 52,63
Integral indicator of competitiveness 0,28 0,28 0,29 0,38 31,03
The level of competitiveness high high high high
Source: calculated based on [7; 12]
Table 3 — Economic security indicators of "Shchedro" LLC for 2019-2022
Figures 2019 2020 2021 2022 ey ‘t’od;g;t’“;/‘:.
Indicators that determine financial stability:
Financial stability ratio -0,08 -0,1 0,14 0,18 28,57
Coverage ratio of own working capital -0,19 -0,18 0,06 0,12 100,00
Gearing ratio or financial risk ratio -13 -9,75 6,92 5,7 -17,63
Indicators that determine solvency:
Absolute liquidity ratio 0,02 0,26 0,37 0,01 -97,30
Quick ratio 0,64 0,71 0,79 0,87 10,13
Current liquidity ratio 0,87 0,86 1,1 1,16 5,45
Indicators that determine business activity:
Receivables turnover ratio 12,8 21,19 12,42 23 85,19
Inventory turnover ratio 9,68 10,52 8,47 491 -42,03
Return on equity 46,74 422 42,54 67,9 59,61
Integral indicator of economic security 0,38 0,64 0,39 0,70 79,49

Source: calculated based on [7]

may include optimizing working capital management and
improving strategies for paying off liabilities to improve
solvency.

In order to ensure economic security, liquidity man-
agement and improved financial management strategies
are advisable. Such measures will help ensure an increased
level of security, identify areas of development, and sup-
port the growth of economic resilience in the future.

According to the data in Table 3, it can be noted that
in 2022, compared to 2021, there was a positive trend in
the financial condition of the enterprise and the financial
stability ratio increased by 28.57%. The provision of own
working capital increased by 100%, which indicates an
improvement in the financial strategy. The decrease in the
financial risk ratio by 17.63% indicates a decrease in the
level of dependence on borrowed funds. At the same time,
the absolute liquidity ratio decreased by 97.30%, quick
and current liquidity indicators increased by 10.13% and
5.45%, respectively, reflecting changing trends in the com-
pany’s solvency.

In order to improve the studied indicators, it is neces-
sary to investigate the competitiveness index of the EU

countries and determine the advantages of their enterprises
compared to Ukrainian ones. Taking into account the data
of Fig. 2, it should be noted that Ukraine’s place in the
competitiveness index ranking has improved during the
period under review, i.e., Ukrainian enterprises are actively
developing and increasing their competitive advantages in
the market. It should also be noted that in 2022-2023, no
study of Ukraine’s competitiveness was conducted due to
martial law.

It should be noted that the performance of EU enter-
prises is much better due to the following advantages:
most large customers prefer enterprises from safe areas;
European enterprises have more advanced technologies;
higher quality standards; European countries have well-
known brands that consumers buy without paying attention
to quality and price; greater support for enterprises by the
state, provision of tax benefits, loans on favorable terms;
high level of investment in enterprises.

In order to develop ways to improve the competitive-
ness of Ukrainian enterprises, it is necessary to consider
the problems in terms of competitiveness and economic
security (Table 4).
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Figure 2 — Competitiveness Index of the EU and Ukraine in 2019-2023 by ranking

Source: compiled by the authors based on [§]

Table 4 — Problems of competitiveness and economic security of Ukrainian enterprises

Problems of competitiveness:

Competition in the market

Significant competition among companies may lead to a reduction in the number of customers, as this
may affect the number of people using products or services

competitors

Innovations Lack of innovation may affect the company's ability to adapt to changes in the market and the loss of
competitive advantage
Marketing and brand Weak marketing and low advertising activity can lead to low brand awareness and lagging behind

Problems of economic security:

Financial stability

The financial stability of the company is impaired due to the high level of accounts receivable

Production efficiency

Low productivity and high costs can affect production efficiency and profitability

Legal and regulatory risks

Changes in legislation and regulation may create uncertainty and additional costs for the company

Source: compiled by the authors

To increase the competitiveness of enterprises in the con-
text of the digitalization of the economy, we can take into
account the experience of EU countries and offer the follow-
ing recommendations: providing enterprises with access to
advanced digital technologies, such as artificial intelligence,
data analytics, and the Internet of Things; promoting the
introduction of digital innovations through financial incen-
tives and subsidies; implementing European digitalization
standards to facilitate the exchange of information between
enterprises; strengthening measures to protect against cyber
threats and creating cyber processing centers.

Along with this, in order to increase competitiveness in
the digitalized economy, companies can take into account
several strategic proposals based on the experience of the
European Union. First, it is important to improve IT infra-
structure by implementing modern technologies to increase
the productivity of business processes. In addition, training
and development of personnel aimed at increasing the dig-
ital literacy of staff can ensure more efficient use of new
technologies. Secondly, creating innovation ecosystems
and partnering with startups can help stimulate an innova-
tive environment.

In order to stimulate innovation in the field of digi-
talization, it is important to provide financial support for
research and development. The creation of innovation clus-
ters and technology parks will help facilitate the exchange

4

of ideas and the development of innovative solutions. In
general, these proposals are aimed at creating a favorable
environment for the development of the digital economy
and increasing the competitiveness of enterprises, based on
the best practices of EU countries.

“In the context of Russia’s full-scale invasion of
Ukraine, digital transformations in our country in Septem-
ber 2023 were aimed at expanding digital opportunities to
achieve the sustainability of the domestic economy” [14].

The digitalization of enterprises is an important task in
the modern business environment, as it allows to increase
competitiveness. The following are the areas of digitaliza-
tion for enterprises:

1. e-commerce and online sales, which includes the
expansion or implementation of an e-commerce mech-
anism, as well as the use of analytics to continuously
improve the sales process and increase customer loyalty;

2. optimization of business processes through the
implementation of CRM systems to improve customer
interaction and the use of ERP systems to integrate and
automate key management stages;

3. artificial intelligence and analytics. Analytical tools
are used to process large amounts of data, providing valua-
ble information for making informed decisions;

4. implementation of cybersecurity tools to ensure the
security of corporate information resources.
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These areas allow enterprises to optimize internal Conclusions
processes, ensure more efficient information exchange,
improve the quality of services and goods, and adapt to the
changing business environment, which contributes to their
competitiveness.

The following measures can be taken to improve the
competitiveness of an enterprise: concluding contracts
with new suppliers; increasing the range of products;
reducing production costs through the use of innovative
technologies; improving the skills of employees; investing
in the development of new products; automating business
processes; studying the experience of foreign enterprises;
expanding markets for products; implementing software;
quality management; improving personnel policy; expand-
ing the number of employees; and so on.

Among the tools to increase the competitiveness
of enterprises are the following: implementation of an
effective advertising strategy to enter the Polish market,
using unique aspects of products that are attractive to the
Ukrainian community; entering into partnerships with
supermarket chains in Poland to ensure wide distribution
of products; ensuring flexibility of production processes;
development of creative advertising campaigns on vari-
ous media platforms, participation in exhibitions, fairs and
industry events to present products and establish a network
of contacts; implementation of Lean principles to eliminate
unnecessary costs and improve product quality; holding
regular trainings for personnel on the latest technologies,
quality standards and production management.

Based on the results of the study, it is determined that
competitiveness is one of the factors influencing the state
of economic security of an enterprise and contributes to
its effective functioning. The problems of competitiveness
and economic security of enterprises are identified and the
directions of digitalization are proposed. The author pro-
vides tools for increasing competitiveness, the implemen-
tation of which will allow to form competitive advantages
and increase the level of economic security.

In the context of digital transformation, based on the
experience of the European Union, several key areas have
been identified: the development of digital infrastructure
that creates a favorable environment for the effective oper-
ation of enterprises; support for research and development
in the field of innovation, the introduction of incentives
such as tax breaks and grants for innovative projects will
help attract investment; and the attraction of qualified per-
sonnel. Finally, creating a favorable legal environment for
the development of digital technologies, including intellec-
tual property protection and cybersecurity, is a necessary
element of successful transformation.

All of this will contribute to the competitiveness of
Ukrainian enterprises, the country’s economic develop-
ment, and strengthening its position in the global economic
space. Adapting the European experience will be a step
towards building Ukraine’s sustainable integration into the
global economy and enhancing its economic security.
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