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Abstract:

The paper opens up the etymology of the economic category ‘competitive advantages’. The main problems in treating them
and in the main economic schools' forming the competitiveness are discussed in order to form a holistic idea about the
conceptual model of strategically managing the competitive advantages of companies as social and economic systems.
Systemic and comparative analysis, methods of observation and graphical data presentation, systematization and
information methods have been used for grounding the authors' approach to the formation of competitive advantages and to
selecting the competitiveness strategy within the context of transformation of the competitive advantages. After processing
of the materials, the main directions of the competitive advantages transformation for Russian companies were put forward.
This has allowed forming the idea about the companies being competitive at the global market. The aspiration to ensure the
competitiveness for companies at the global market for keeping their economic security underlies the formation of
competitive advantages. As a result of the research, the authors have attempted to determine a structure that would
completely reflect the directions for the formation of competitive advantages in order to ensure the economic security as
well. The competitive advantages are singled out as an isolated category having the functions of goal orientation that allows
estimating the condition of competitiveness shifts. This gives grounds for stating that competitive advantages are an
indicator of both quantitative and qualitative change in the development of companies. The research results have been
elaborated up to the point of concept provisions, which grants opportunities for applying it in developing a technique for
strategic assessment of the competitiveness of companies.

Keywords: competitive advantages; economic security; intangible resources; strategy of competitiveness; competitive
advantages formation model.

JEL Classifications: B3; B41; D41.
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Introduction

The objective of the scientific research is to present the scientific approach to generalizing the theoretical
provisions and developing the methodological ones for ensuring the competitiveness of the Russian companies
in various branches of the economy under instability. The Russian companies are challenged to look for new
competitive advantages proceeding from new ideas about them by means of creating a mechanism for their
transformation within the context of competitiveness strategy and ensuring the economic security of companies,
in the long run too.

This is conditioned by the environment changing and the process of the development of social and
economic systems becoming multi-factor one.

First, a fierce competition of companies is observed that is aggravated both by instability factors (which
increases the environmental uncertainty) and by a growing influence of transnational corporations in the global
market.

Second, the innovation trend becomes the priority one among the companies' reference points as a way
of ensuring the competitiveness at the global market. With regard to this, the traditional economic policy
measures are extremely inefficient as they are targeted at the catching up trend only but not at the active
strategy of innovation challenge. The attitude to competitive advantages has to be changed, with the latter being
inherent in companies of mining industries of the economy and associated only with them most frequently.
Moreover, the question should be about ensuring the economic security given the absorbing effect of the global
market.

Third, there was a nosedive of the world oil prices. Nevertheless, experts estimate that the world oil prices
will slowly recover up to the average levels in the nearest future. These trends have to be taken into account too.

Fourth, crisis phenomena in the economy in the form of a grave transition condition of the economic
system become a catalyst for accelerating the process of creating the foundations of the development at a brand
new level relying on the relevant economic laws. For this purpose, companies perform actions for keeping or
enhancing their competitiveness and positions at the market.

The problems created for companies by the said change do not seem solvable at the applied level. The
point is that such problems are aggravated considerably under crisis conditions both in the economy of an
individual country and at a global scale. Moreover, the complexity of business and operations systems is
increasing, in particular, due to the economy globalization processes. The circumstances render necessary the
systemic theoretical and methodological research concerning transformation of competitive advantages within
the economic security of social and economic systems.

Meanwhile, by ‘economic security’, a condition of protection of business processes is meant which
ensures preventing and abating the existing dangers and threats as well as protecting the companies' achieving
their objectives from them under the most efficient use of corporate resources and the economic stability
condition.

Such an understanding of economic security allows demonstrating that a social and economic system
while being in an uncertainty condition as well as internal and external change, achieves the increase of its
competitiveness, abates the current or possible dangers and threats, and protects itself from them by forming
new competitive advantages. At the same time, when ensuring their economic security, the companies have to
fulfill their capacities for permanent modifications by transforming the competitive advantages. As a result of the
modifications, an infrastructure is formed featuring a higher level of competitive opportunities that are sufficient
for achieving the strategic goal. The set goal seems to be only achievable on the basis of a certain model of
forming the companies' competitive advantages.

With regard to this, the elaboration of theoretic and methodological provisions for managing the
transformation of competitive advantages of social and economic systems becomes necessary. Thus, the total of
methodological foundations of the conceptual model of forming the competitive advantages can be integrated
into the structure of the theory of management, which allows considerably increasing the objectivity of
management for the purposes of ensuring the competitiveness of the Russian companies on a sustained basis.

1. Literature Review

Quite a few foreign and Russian scientific papers are dedicated to studying the problems associated with
increasing the competitiveness of companies. In particular, the works of such scholars as G.D. Antonov et al.
(2012), V.A. Barinov and A.V. Sinelnikov (2000), I.P. Bogomolov and E.V. Hohlov (2005), S.V. Bochkova (2009),
A. Buhvalov and E.A. Akulaev (2014), G. Walter (2005), D.S. Voronov (2014, 2015), A.P. Gradov (2007), E.A.
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Gorbashko (2015), P. Doyle and F. Stern (2011), I. Zulkarnaev and L. llyasova (2001), A.A. Isaev (2012), J.M.
Keynes (1999), G.B. Kleiner (2016), F. Kotler (2006), J. Lamben (2004), N.V. Lavrukhina (2013), N.A. Lukyanova
(2001), A. Ollivier et al. (1993), M. Pebro (1994), M. Porter (2005, 2008), A.l. Romanova (2007), T. Sakaiya
(1991), V.K. Senchagov et al. (2003), A.J. Strickland and A. Thompson (1998), R. A. Fathutdinov (2000), M.
Friedman (1989), F. Hayek (1931), E. Helpman and G. Grossman (1991), N.V. Shesterikova (2013), J.
Schumpeter (2007), and some others deserve attention.

From the standpoint of ensuring the competitiveness of economic entities, it is generalization and
elaboration of theoretic and methodological foundations revealing the view of the modern competitive
advantages factors of economic entities that seem relevant. Such studies are represented in the works of M.
Porter (2005). Singling out the competitiveness factors, M. Porter considers them inseparably from such
competitive advantage determinants as strategy, structure and competitors of an enterprise, the availability of
related or adjacent industries and enterprises that may become its competitors at the global market, as well as
the condition of the demand for its products (services).

According to A. Ollivier, A. Dayan and R. Ourset (1993), the level of competitiveness to a determining
extent depends on the factors that lie in a serial string from the development of the goods (services) concept until
selling and after-sales servicing, with qualitative parameters and financial aspects including the price constituent,
the availability of own and borrowed funds, as well as commercial methods and means used for promoting the
products (services) taken into account.

The standpoint of the authors singling out the competitive advantages according to the functional attribute
deserves attention too. In particular, they can speak about the resource-related, technological, innovation and
cultural competitive advantages (Ollivier 1993). J. Schumpeter (2007) emphasizes the organizational and
structural factors (restructuring of companies; simplification of production structure; mergers and acquisitions in
strategically promising industries; globalization of activity) the presence of which can result in a synergetic effect.

However, despite the fairly large quantity of research works, a number of questions still remain debatable
— the ones of methodological and procedural nature related to the process of forming of the competitive
advantages transformation model for social and economic systems in the strategic aspect. Likewise, the main
provisions of forming the competitive advantages under the unstable environment only begin to take shape.

For instance, studies on development of anti-crisis measures and measures of countering the foreign
companies when forming the competitive positions of the economic entities both at the national and at the global
market are relevant from the methodological point of view.

2. Materials and Methods

Due to this, the scientific research becomes necessary in which an attempt will be made to develop the
conceptual provisions for the process of the companies' competitive advantages transformation that match the
strategic goals of development, also within the context of economic security of the Russian companies.

The work hypothesis of the research consists in an assumption that under the dramatic change of the
environmental factors the theoretic and methodological foundations have to be developed for the economic
mechanism of competitive advantages transformation management that determine the positive end results, as
well as the economic security of both the economic entities and the entire country.

The methodology of the problem includes the questions of cognoscibility and justification of the
competitive advantages at the micro level. In connection with this, the competitive advantages are an object of a
special attention that determines not only the kind of activity but also the products (services), customers, the
sales options etc. In competitive advantages, one of the key reference points are the company's opportunities
that depend on the availability of the resource capacity, prospects of its development and the environmental
factors. Given a strategy targeted at ensuring the competitiveness, the company obtains two major opportunities
that enable it to estimate the action options in the light of considering what has to be done and what should not
be done.

3. Results and Discussions

The methodological toolkit of the studied problem of the companies' traditional competitive advantages
transformation within ensuring the economic security relies on the dialectic methods of cognition, which allows
studying them in a comprehensive and objective way. The authors' approach to ensuring the competitiveness
and security of companies proceeding from the competitive advantages is based on the theory of systems and
formed by means of using the methods of systemic analysis, graphical data presentation, systematization and
formalization of data. This has enabled the authors to elaborate the main provisions of the integrated approach to
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functioning and development of companies under the changing factors of competition and to assessing their
competitiveness by the information and analysis method.

The studies conducted show that the main conditions for competitiveness of companies are a dynamic
character of their activity, openness, and a developed, consistent infrastructure of business elements. It is such a
company that is capable of adaptive systemic change up to the environmental factors and the competitiveness
ones as well as of integrating itself into the new economy management conditions. In this case, the level of
development of the system, change of its basic characteristics can be deemed to slow down or suspend the
entropy process.

If a system aspires to be reborn into a brand new system creating the competitive advantages required for
that while at the same time having the opportunities to keep them, the system can be considered to have a
capacity for self-organization, passing on to a new competitive condition and ensuring a proper competitiveness.

These results in two variables emerging in the companies' competitiveness ensuring mechanism that
takes into account the growth of environmental uncertainty and risk in making strategic decisions relevantly to
the priorities of consumers of products (services).

3.1. Competitiveness ensuring mechanism

The first variable is associated with social and economic systems aspiring to expand their own competitive
advantages due to the growth of their significance as a factor of competitiveness and of today's economic
development, which nevertheless comes laden with quite a few risks. The second variable is determined by the
controversies of the internal and external factors becoming completely real that are the prerequisites for
reforming the companies' competitiveness ensuring mechanism up to the conditions of the new economy model.

In connection with the above, the following authors' treatment of the notion of competitiveness has been
worded: this is a property of a self-organizing system having dynamic characteristics and abilities of a timely and
relevant response to change and action of internal and external factors, as well as of ensuring by managing
actions the keeping and forming of new competitive advantages that are sufficient for achieving the strategic
goals of functioning or development.

The methodological provisions of the competitive strategy elaboration process logics and the authors'
approach to justification of the competitive advantage variants reflecting its situational character, a group of
factors influencing the condition of the companies' competitiveness have allowed developing and suggesting the
conceptual model of forming of the companies' competitive advantages (see Figure 1).
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Figure 1. Conceptual model of forming of the companies' competitive advantages
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3.2. Key directions for ensuring competitiveness

The authors believe there are several key directions by opting for which the competitiveness of the Russian companies can
be insured, the crisis phenomena in the national economy can be overcome and an efficient trend of development can be
reached. The directions can be described as follows.

Direction 1. Increasing and ensuring of competitiveness of the Russian companies at the global market. The
economic literature cites a large variety of factors ensuring the companies' competitive advantages. Alongside with that, they
can be presented as two groups. The first group includes the factors ensuring the superiority of resources (a better quality,
low prices etc.). The second one includes the intellectual resources such as better craftsmanship, abilities, capacities
associated with the efficiency and quality of performing the research, engineering, planning and other works that require
considerable intellectual efforts, which prevents them from being imitated or copied by the competitors quickly. The new
concepts of competitiveness as well as the experience of the foreign companies focus their attention on the second group of
factors that are the means of innovation support of the companies' competitiveness, with the importance of the traditional
factors not being denied. This is due to the fact that the intellectual resources of companies determine the most efficient
parameters of the products (services) produced by them that rest in the area of key competences, trade mark value,
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reputation etc. It is by these parameters that a high extent of the added value can be obtained with an opportunity for it to be
increased as well as a higher consumer value can be provided at lower costs of bringing it to the consumers.

Meanwhile, the composition of the competitive advantages is industry-specific. So, in high-tech industries, the
technical excellence, trade and technological innovations determine the competitive advantages to a large extent.

Direction 2. Increase of labor productivity. This trend is a generally accepted key factor of competitiveness for both
companies and the national economy, an essential prerequisite for the stable economic growth.

Alongside with this, a review of productivity according to the economy sectors yields a quite different picture of the
labor productivity level and its growth dynamics. The most productive branches featuring the highest competition level are
retail trade and steel industry. However, the labor productivity is much lower in the Russian economy as compared to the
foreign one. In particular, labor productivity is 3 times lower in the Russian economy rather than in the USA and 1,5 times
lower than in Germany (see Table 1).

Table 1. Labor productivity in various countries of the world as estimated by Forbes

PPP GDP, PPP GDP, USD, per
USD, per hour hour of work
of work (Forbes)

USA 159 49,965 15,689 48.9 60.3

Labor, min PPP GDP per  PPP GDP, USD

Gy people capita, USD billions

France 30 36,104 2,383 39.4 57.7
Great Britain KV 36,901 2,325 36.0 46.9

Italy 25 33,110 2,020 40.1 45.6

Japan 67 35,178 4,503 33.3 39.8
Germany 42 40,901 3,354 39.6 55.3
Spain 23 32,682 1,503 324 48.1
Poland 18 22,162 864 218 26.2
Russia 76 23,501 3,384 22.1 22.0
Brazil 11,909 2,346

China 9,233 12,474

India 3,876 4,795
Source: Forbes cited the data on labor productivity in different countries, 2013.

Moreover, the economic sanctions against the Russian economy have affected the labor productivity
level reduction considerably (in 2014, the increase of labor productivity was 0.8 %, and in 2015 - 97.7% of the
2014 performances) (Russia in figures — 2015, 2016; Statistical Yearbook, 2015; Strategic planning and
enterprise development, 2016).

The foreign experience allows identifying the following ways for a possible increase of the labor
productivity level: operating efficiency growth, business-processes optimization, and elimination of excessive and
outdated rules, standards and procedures for obtaining the approvals. Alongside with this, over 10 years (from
2000 through 2010), the costs per unit product of the Russian companies grew up 6 times in gas mining, 4.2
times in coal mining, 3.8 times in producing the rolled metal, 3.1 times in producing petrol etc. As it is the
producers of these products who determine the labor productivity level in Russia, in order to solve the most
important tasks of increasing the labor productivity, efforts will be required from the companies and from the state
the responsibility sphere of which comprises the new paradigms of growth of the economy.

Direction 3. Upgrade of technological infrastructure of the economy. The fact is quite obvious that the
environmental challenges (including the changed ‘rules of the game’ at the world market) have to be responded
by the consolidated actions of the state, business and society based on the advantages of the innovation
economy. For Russia, the innovation economy still remains relevant which is oriented to a flexible adaptation to
the changing conditions and in which business can perform its private investments into innovations profitably,
checking the practicability of investments by the index of returns on investments into innovations.
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Moreover, the replacement of fixed assets and putting into operation the highly productive equipment are
one of the major factors of not only the Russian companies' competitiveness ensuring direction being discussed,
but of the previous one as well. However, statistics shows that as the fixed assets volume grows, the extent of
their wear and tear increases annually too (in the Russian economy, the wear and tear amounts to almost 50%).
The data of Table 2 point at the aggravated situation of the last decade due to a low rate of retirement and
replacement of the fixed assets.

Table 2. Indices of condition, wear and tear, and replacement of the fixed assets in the economy of the Russian Federation

Indices

The rates of increase (decrease) of the fixed assets volume (in
comparable prices; in per cent), total

including manufacturing activities

The extent of wear and tear of fixed assets (as of the end of year; in
per cent), all fixed assets

including manufacturing activities

Fixed assets replacements rates (in comparable prices; in per
cent), total

including manufacturing activities

Fixed assets retirement rates (in comparable prices; in
per cent), total

including manufacturing activities
Source: Statistical Yearbook, 2015, p. 303 — 304.

In the recent decade, the situation in the RF economy has become worse.

Upgrade of the technological infrastructure is aimed at dramatic reduction of costs and expenses in order
to create an active internal demand and qualitative improvement of the business climate. Meanwhile, forming of
the new infrastructure as a rule falls on the state budget. First of all, the housing services and utilities, roads and
power generating industry have to be upgraded.

In the science-intensive products market, the share of the RF amounts to about 0.3 %, which is much less
than that of China and Singapore (6 %). The greatest share is kept by the USA (60 %). In the world
competitiveness rating (The World Competitiveness Yearbook 2015) compiled by the Institute of Management
Development (IMD) according to four main indices (the condition of the economy, the efficiency of the
government, the condition of business environment, and that of infrastructure), the Russian Federation
compromised its position going seven points down — to place 45 of 61 possible ones — between India and
Slovakia (in 2014, Russia ranked 38" among 60 countries) in 2015. Such a negative dynamics only makes the
lack of alternatives for implementing the innovation strategy targeted at competitive technologies and goods
more acute.

Within the context of change and economic growth of the very companies and ensuring their
competitiveness, it is the policy of shifting the focus from manipulating the costs and products (services)
differentiation to intangible resources, creation of new products and efficient technologies capable of laying the
bases for the competitive advantages that becomes the priority one. The said focus will bring about the change
in the qualitative content of growth due to lower resources consumption by the goods (services) production. Over
the recent three decades, experience has been accumulated in studying the intangible resources that are based
on distinctive competences, human resources and the assets that are invisible for the potential competitors and
difficult to imitate. It is them that determine the production being up to demands and expectations of consumers,
including ones related to the quality and price of the product. The intangible assets, together with managerial
competences, become a pacing factor for the companies' competitive advantages.

One of the tools of corporations’ development for the search of new technologies, products and markets
are corporate venture investments. They are usually associated with investing the corporate funds not into the
internal projects but into the external startup projects. Thus, the companies are oriented to the most efficient
ways of competition buying the new technologies required. For the startups, such funds become the ‘entry’ point
into the innovation focus companies.
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According to Forbes, 182 isolated corporate venture funds have been launched in the world during the
recent three years. Their total quantity has come close to one thousand, and the corporate venture capital
amounts to some 9-11% of the entire venture capital volume. The venture market volume is estimated to be 4.5-
6 billion of dollars. The USA, China, India, Brazil and other countries work in this direction the most successfully,
while in Russia, no corporate venture funds are seen to appear at a mass scale. The main reason of lagging
behind seems to be the small quantity of manufacturing companies in the Russian economy. Here the main
branches of the economy are trade, logistics, construction and development, IT- and telecommunications, and
natural resources mining.

Direction 4. Creation of basic conditions at the state level that are to generate the background for forming
the competitive advantages and for ensuring the Russian companies' competitiveness at the global market.

The authors believe that having to solve at least three priority tasks in the Russian economy underlies the
basic conditions that are to generate the background for forming the competitive advantages.

The first task involves formation of a stable business environment within the national economy. Given
the relevant ‘entrepreneurial framework’, the private business can perform venture investments into innovations
by means of developing and implementing the strategy of entrance into the market and hoping to gain a high
income at the stage of ongoing improvement of the new goods suggested to the market (and it is only the
company itself that can take part at this stage). As the responsibility for commercializing the technologies is
placed on business, the state will focus on financing the priority projects and research.

The second task is to identify the specialization of the Russian economy. A high level of the economy
diversification having lots of isolated industries seems not to allow selecting the priorities and focusing on the
innovations, requiring considerable investments. Specialization is known to identify the advantages, the
directions of improvement of technological policy, and to orient to a market having the highest effect from
innovations.

Practice shows that countries following the innovation way of development have identified the directions
for focusing their intellectual capacity clearly enough within which the alliances between scientists, business
and power were created.

The targeted aid of the Federal center concerning the process of creating an innovation development
impulse for regions having limited financial resources should be referred to the third task. This will promote
creation of infrastructure for the innovation economy, including that by means of granting financial aid for the
time of transition from downfall to growth. This task is a long-term one.

In connection to this, it is to cluster policy that one of the central places in today's economic science is
given. The process of clusterization of the national economy is viewed as a market mechanism of qualitative
transformation of economic entities in various activity spheres sharing one regional site. If there is such an
interaction, then a positive synergetic effect can be observed in the cluster. Moreover, for the cluster to develop
successfully, certain background is required. M. Porter singles out four prerequisites: factor conditions
(availability of resources, scientific and information capacity, capital, and infrastructure); the conditions for the
internal demand that is up to the world market trends and to the development of the demand volume; the
presence of competitive industries at the world market that are related between each other and capable of
leading to innovations in the industries served by them; the strategy and structure of enterprises; intra-industry
competition (Porter 2005). The governmental policy and unforeseeable events (when an event can bring about
other events resulting in the creation of a new cluster) can also be the background for clusters formation.

The studies conducted allow concluding that the cluster policy and strategy are oriented to creation of
certain clusters and comprehensive support of their development based on purposefully formed demand and the
relevant supplies of products.

So, for instance, the following clusters of ‘Machinery and metals processing’ were created:

= aircraft construction (Voronezh region, Irkutsk region, the Republic of Buryatia), uniting 48 participants,

with workers employed numbering over 25 thousands;

= car engineering and car parts manufacturing (the Republic of Tatarstan (Tatarstan), Samara region,

Nizhny Novgorod region), uniting 118 participants, with workers employed numbering over 150
thousands;

= space industry (Perm territory) — 44 participants and about 35 thousand of workers;

= machinery and equipment producing ones, including engineering tools and special equipment,

hoisting, hydraulic and pneumatic equipment, robots (Rostov region, Saint-Petersburg, Kurgan region,
Sverdlovsk region, Chelyabinsk region, Tula region, the Republic of Mari El, the Chuvash Republic) -
101 participants and about 100 thousand of workers;
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= shipbuilding (Arkhangelsk region) — 23 participants, over 50 thousand of workers.

In order to estimate the dynamic processes which allow securing the position of an economic entity in the
competitive field and modeling its development strategically, a toolkit has to be developed which would allow
managing the competitiveness while adjusting the relevant parameters of the enterprise. For this purpose, the
following algorithm has been developed that is iterative in its nature:

(1) elaboration of an integrated index and rating scale of the company's competitiveness;

(2) identification of factors influencing the integrated competitiveness index of the company to the

largest extent;

(3) identification of the preferable position of the company in the competitive field of the market that is
set by means of a corresponding level of the integrated competitiveness index;

(4) identification of change in the internal capacity for forming the competitive advantages in line with
the preferable integrated index level;

(5) calculation of expenses for measures of changing the internal capacity and for measures of ensuring
the company's competitive advantages at the market. The lack of sufficient funds is a reason why
the preferable integrated index level value is reconsidered and the competitive advantages strategy
is formed subsequently.

In the literature, the following types of competitive struggle strategies are generally outlined. According to
the resource capacity and environmental factors, they ensure the competitive advantages over time: the forward
one, the adjustment one, the niche-based strategy, and the innovation one.

A large company having relatively affordable prices and moderate costs implies the forward strategy.
When the business is oriented to mass buyers, the prices are set at an acceptable level alongside with a good
enough (medium) quality.

In case the company focuses on the small-scale business sphere, the adjustment strategy is more
preferable.

The manufacture being profoundly specialized conditions the orientation toward a niche-based strategy.

The most active strategy is the innovation one, as the market experiences essential change after a
company implementing the strategy enters it.

There are variants of the strategy, such as a combination of different strategy types depending on the
particularities of the competition condition at the market.

Conclusion

Thus, as a result of the research, the main provisions of the model of companies' competitive advantages
forming have been worded, with the model including the following structural elements.

First, the authors' treatment of competitiveness as a fundamental definition in theory and methodology of
management of social and economic systems has been presented. It reveals the associations between the
concept of competitiveness assessment, monitoring and management under strategic risks factors together with
the methodological approach to the competitive advantages management system and with the concept of
competitiveness strategy variants forming within ensuring the economic security.

Second, a conceptual model of forming and managing the competitive advantages of social and economic
systems has been suggested which is based on the logical structure of creating the competitive advantages. The
latter ensures the transition to a new qualitative condition.

Third, the main provisions of the conceptual model of forming and managing the competitive advantages
of social and economic systems have been grounded; they allow creating the necessary prerequisites for
ensuring the competitiveness condition of both companies and the national economy in the strategic outlook on
the basis of the correctly selected competitive advantages. Thus, a strong strategic orientation will help making
correct decisions on ensuring the Russian companies' competitiveness at the global market, increasing the labor
productivity, upgrading the technological infrastructure of the economy, creating basic conditions at the state
level that are to generate the background for forming the competitive advantages and for ensuring the Russian
companies' competitiveness at the global market. This will allow avoiding numerous mistakes, both currently
possible and long-term ones.
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