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Country's economic competitiveness increasing
within innovation component

Abstract. Current debates in the area of international management suggest that the notions of competitiveness of the coun-
try’s economy and increase of the country’s economic competitiveness are the important determinants of international ma-
nagement policies and practices. The factors influencing the competitiveness of countries have not yet been analyzed widely
enough in the scientific circles. Thus, we have carried out a detailed elaboration, concretization and generalization of the results
of scientific research on the most relevant issues concerning the increase of competitiveness of the country’s economy. The
purpose of this study is to determine the factors of competitiveness and establish the relationship between factors that improve
competitiveness. The main factors contributing to the negative trends of innovation development of Ukraine have been alloca-
ted. Further, we have determined the main factors prompting the country’s economic competitiveness. A structural and logic
relationship model for the increase of the country’s economic competitiveness has been formed. Factors that boost economic
competitiveness must be considered as a combination of all elements. This will contribute to the increase of economic effi-
ciency of the country’s development potential. Factors of competitiveness, which are based on reinforced action of technolo-
gical progress due to the creation and application of new technologies, knowledge and various innovations in all spheres of life,
are subject to constant change and complemented by new factors. Theoretical propositions, identified to determine the factors
influencing competitiveness are presented in the study. The structural and logic relationship model between factors, increasing
competitiveness is expected to improve the management of the country’s economic competitiveness, to secure the increasing
level of economic competitiveness, and to be used in the theory and practice of international management.
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IOpuHeub 3. B.

KaHAMOAT EKOHOMIYHUX HayK, AOUEHT kadenpm MeHeXMEHTY,

J1bBIBCbKMIA HaLiOHaNbHWUIA YHiIBEPCUTET iMeHi IBaHa PpaHka, J1bBiB, YkpaiHa

Baipa B. .

KaHOouaaT eKOHOMIYHUX HayK, AoueHT kadeapu diHaHCiB, Akaaemia pekpeauinHux TEXHONOrIN | npaea, Jlyupk, YkpaiHa
MeTpyx O. A.

acnipaHT kadbeapu MeHemKMeEHTY, JIbBIBCbKMIA HaLioHaNbHNI yHiBEPCUTET iMeHi IBaHa PpaHka, J1bBiB, YkpaiHa

MigaBULLEHHS KOHKYPEHTOCNPOMOXXHOCTI eKOHOMIKM KpaiHM Ha nigcTaBi iHHOBaLiAHOT cCkNnagoBor

AHoTauiq. Y cTaTTi 3anponoHOBaHO CTPYKTYPHO-NOT4YHY MOAENb B3AEMO3B’A3KY YMHHMKIB MiABULLIEHHSA KOHKYPEHTOCNPOMOX-
HOCTI eKOHOMIKM KpaiHu.[icTann noganbuoro PpO3BUTKY TIYMAYEHHS NOHATb «4HUHHUKN KOHKYPEHTOCMPOMOXHOCTI EKOHOMIKN
KpaiHW» Ta «Y4NHHUKN NiOBULLLEHHSA KOHKYPEHTOCMPOMOXHOCTI EKOHOMIKWN KpaiHW». BUOKpPEMNEHO rofoBHI YYHHUKW, SKi 3yMOB-
NOIOTb HeraTUBHI TeHAEHLi iIHHOBALIMHONO PO3BUTKY YKpaiHu.

Knto4oBi cnoBa: eKkoHOMI4YHA KOHKYPEHTOCMPOMOXHICTb; YAHHUKM KOHKYPEHTOCMPOMOXHOCTI; iIHOEKC rMobanbHOi KOHKYPEH-
TOCNPOMOXHOCTI; rnobanbHUIA iIHHOBALLINHWNIA iIHOEKC.

IOpuHey 3. B.

KaHaMOAT SKOHOMUYECKNX HAaYK, AOLEHT kadeapbl MEHEOXMEHTA,

JIbBOBCKMIA HALMOHaNbHbIV YHUBEPCUTET MMeHn MiBaHa PpaHko, JIbBOB, YkpanHa

Baiina B. ®.

KaHaMpaT 9KOHOMUYECKUX HayK, AOLEHT kadeapbl GpUHAHCOB,

Akapemuns pekpeaunoHHbIX TEXHONOMMIA 1 NpaBa, Jlyuk, YkpanHa

MeTpyx O. A.

acnupaHT kadenpbl MEHELKMEHTA, JIbBOBCKUI HALMOHANbHbIV YHUBEPCUTET nMeHu MBaHa dpaHko, JIbBoB, YkpaunHa
MoBbIlWeHe KOHKYPEHTOCNOCOGHOCTU 3KOHOMUKM CTPaHbl HA 0CHOBE MHHOBALMOHHOW COCTaBNSIOLLEN
AHHOTaums. B ctaTbe npennoxeHa CTPYKTYPHO-IOrmyeckas Moaesnb B3aMMOCBA3M PakTOPOB NOBbLILLEHNST KOHKYPEHTOCMO-
COBHOCTM 3KOHOMWKM CTpaHbl. MNony4yunn ganbHenwee pasBnTMe TONKOBAHUS MOHATUIN «DakToOpbl KOHKYPEHTOCMNOCOBHOCTH
9KOHOMMKM CTPaHbI» N «PaKTOpbl NOBLILLEHNS KOHKYPEHTOCNOCOOHOCTN 3KOHOMUKM CTPaHbI». BblaeneHs! rnaBHble pakTopbl,
KOTOpble 06yCNaBAMBalOT HErATUBHbIE TEHAEHLMN MHHOBALMOHHOIO Pa3BUTUS YKpauHbl.

KnioueBble cnoBa: 3KOHOMUYECKas KOHKYPEHTOCMNOCOOHOCTb; PpakToOpbl KOHKYPEHTOCMOCOOHOCTU; MHAEKC rMOOanbHON KOH-
KYPEHTOCNOCOBHOCTW; rMOBanbHbIA MHHOBALMOHHbINA MHAEKC.
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1. Introduction

The competitiveness of the country’s economy is con-
stantly in the focus of scientists because particularities of the
study of this question define strategic decision making at
both macro and micro levels. The proper study of competi-
tiveness promotes assistance in forming of a balanced deve-
lopment of the national economy. Increased competition
determines the need to focus on the most promising and
important areas to ensure the country’s competitiveness.
Also it is important to study the main factors affecting com-
petitiveness of the national economy to make a more efficient
use of the existing economic potential development, inclu-
ding detection of obstacles to the way of growth of its com-
petitiveness.

2. Brief Literature Review

M. Porter looks at competitiveness of the national eco-
nomy from the standpoint of using available resources as the
main factor of productivity. Later his proposed model of the
investigation of competitiveness elements was completed,
taking into consideration the influence of globalization of the
world economy [1]. There exist a significant number of ap-
proaches to determine factors of national competitiveness.
The most famous concept of competitiveness is the Por-
ter’s theory and the «competitive diamond» model (2006)
[1, 6-19]. This model reflects a system of national competi-
tive advantages and their interactions. A lot of attempts were
made to improve Porter’s approach: the «double diamond»
model developed by A. M. Rugman and D’Cruise (1992)
[2, 59]; the «nine-factor» model of competitive advanta-
ges by South Korean scientist Dong-Sung Cho [3]; the
«dual double diamond» model of national competitiveness
proposed by South Korean scientist Hwy-Chang Moon;
the «generalized double diamond» model developed by
A. M. Hwy-Chang Moon, Rugman and A. Verbeke (1995)
[4, 97-114].

Various approaches to determine factors of a country’s
competitiveness developed by specialists of the World
Economic Forum, the International Institute for Management
Development in Lausanne, the World Bank, INSEAD, the
Korea Research Institute of Industrial Policy, BCG Company,
the World Competitiveness Centre have received proper
extension [5]. Each approach to the examination of a coun-
try’s competitiveness is based on the separation and classifi-
cation of the main factors which have a significant impact on
the economic development of a country.

The present study of the abovementioned approaches will
make it possible to determine the main factors of Ukraine’s
competitive advantages, which will help to increase the coun-
try’s competitiveness and economic independence.

Problems of competitiveness have been studied by such
foreign scientists as Dong-Sung Cho (2000) [3], R. Farmer,
R. Fathutdinov (2002) [6], M. Porter (2006) [1], R. M. Nureev
(2007) [7]1, H.-C. Moon (1998) [3], J. Walter (2005) [8] and
others.

A number of aspects of securing competitiveness of
objects are the subject of study of domestic researchers such
as J. V. Bazyliuk (2002) [9], Y. A. Zhalilo (2005), Z. S. Varnaliy
(2013), S. I. Savchuk (2007) [10] and others.

In his studies, O.V. Kovalchuk (2006) refers to factors of
competitiveness arch as the rate of renewal of production
equipment at domestic enterprises, rates of science develop-
ment, levels of social security, the rate of development of
investment activity. O. Dykyi (2006) groups factors of com-
petitive environment into six categories depending of their
activity that creates conditions for competition. He supports
Porter’s ideas about the complex model of five forces of com-
petition [11].

The issue of innovation-based competitiveness and com-
petitive advantages is under constant review of different scie-
ntists who approach it from different angles. The role of inno-
vation factors with regard to increasing the competitiveness of
industry, the mechanisms and ways of solving systemic prob-
lems that cause the decline in competitiveness of basic
branches of industry [13] were considered in the works of
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0. M. Truschenko (2009) [12]. The need to take into account
changes in the mechanism of competition based on innova-
tion are discussed in the works of J. B. Bazyliuk (2002) [9] and
J. A. Zhalila (2005). A number of domestic economists, such
as V. M. Heyets (2002) and L. |. Fedulova (2007), justify the
view that one of the key successful factors in innovation deve-
lopment is the level of development of innovative infrastruc-
ture. Changes in the structure of factors formatting competi-
tiveness lead to appearance of new signs and aspects. Thus,
a study of factors increasing competitiveness, based on a sys-
temic approach, would have theoretical and practical impor-
tance in order to strengthen theoretical and methodological,
as well as methodological and practical grounds of ways to
improve the competitiveness of the country’s economy.

3. Purpose

Evaluation of the level of competitiveness of the national
economy and the analysis of the ways to improve its effec-
tiveness determine the need for revision of this problem from
the perspective of different scientific views, as well as for
identification of factors that have a significant impact on the
economy and its competitiveness. The article analyzes the
place of Ukraine in the rating system of indicators for asses-
sing the competitiveness of the national economy. A structu-
ral and logical model of the relationship between factors
determining the formation and improvement of the competi-
tiveness of the national economy is developed and proved in
the article. It is impossible to bring the national economy to a
new efficient level and provide high competitiveness in the
world market without investigating the issue of increasing its
competitiveness in terms of deepening globalization and the
appearance of new countries with advanced real competitive-
ness.

4. Results

A factor is considered to be a driving force, a cause, a sig-
nificant fact in any process, one of its necessary conditions,
which determines its character or some features [8; 10, 102].
Factors of competitiveness are phenomena, events and si-
tuations that arise as driving forces causing the development
of processes and, consequently, lead to the transformation of
competitiveness of the object. Factors can move the compe-
titiveness of an object upward and downward so that it can
have positive and negative effects.

Factors increasing competitiveness are the factors pre-
sented in active and durable development of domestic coun-
try market, increasing GDP and export, stability of tax revenue
to the budget, high employment, a rational and effective use
of natural resources, conservation and development of inno-
vation (scientific) potential of the country, stability in social
and political spheres and the advanced place of the country in
the international economic market.

In accordance with the world practice different indicators
measuring the level of innovative development of the national
economy are used to determine the factors increasing the
competitiveness of the country’s economy. There are several
advantages of using international ratings, as they are: an
important source of information for assessing the country’s
capacity, determining its strengths and weaknesses, empha-
sizing competitive advantages of its regions, informing
investors about prospects of the business.

Ukraine’s rating in the system of indicators for assessing
the competitiveness of the national economy is presented in
Figure 1. Ukraine has an average rating of the level of com-
petitiveness (sometimes a low rating) compared to the deve-
loped countries leading the way in innovation.

The strengths of Ukraine’s economy are: educational and
scientific infrastructure, high percentage of the population
with higher education, skilled workforce, labour market, ave-
rage patent activity and R&D intensity and technological
capabilities of industrial enterprises.

The main factors contributing to the negative trends of
innovation development in Ukraine should be singled out after
receiving the results of international observation, analysis and
evaluation of innovative capabilities, technological readiness
around the world:
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lenished by new ones. Taking into account
domestic and foreign practices related to
factors of competitiveness of the coun-
try’s economy [1; 6, 142-161; 8; 9, 25-45;
11-13; 14], we have developed a model of
interrelationship between factors increa-
sing competitiveness at different levels of
management which is shown in Figure 2.

In the current conditions of economic
development, innovations and improve-
ment of factors of production based on
new knowledge are gaining weight.
Factors of competitiveness based on the
reinforced action of technological prog-
ress due to the creation and application of
new technologies, knowledge and various
innovations in all spheres of life are subject
to constant change and complemented by
new factors.

Competitiveness of the country is
defined by various factors of higher (inno-
vative, scientific and technical potential,

Fig. 1: Rating of Ukraine in the system of indicators for the competitiveness

of the national economy assessing
Source: [5]

e critical level of the development of institutional environ-
ment, poor quality of state regulation of the national econo-
my;

e insufficient innovative activity, ability and willingness of

enterprises to seek new ideas, implementation risk and

expense of R&D, implementation of simulation strategy and
copying innovation, development of foreign and sometimes
not modern technology;

deficient infrastructure, low level of interaction between uni-

versities and industry in research activities;

inadequate resource ba-

infrastructure, etc.) and lower levels.
Factors increasing competitiveness
reflected at the lower level are distributed
moving to higher levels of management
and help identify potential of all levels.
These factors influence the relationship of existing competi-
tive advantages and form new ones. Factors of competitive-
ness in the economy are complex, as they form a system
which determines the synergistic effect and contributes to
the development of competitive advantages. These benefits
must be continuously maintained and improved under the
terms of increasing the flow and accessibility of investment to
new ideas, inventions, human capital, increasing the level of
technological transfers of innovations, innovative counselling
of all participants in the innovation process. The most impor-

se for enterprise innova-
tion, low level of paten-

ting; critical level of
financial market deve-
lopment;

small number of publi-
cations of scientific arti-
cles in relevant scientific
and technical journals;
complexity in business
and the lack of approp-
riate conditions for inno-
vative enterprise deve-
lopment;

problems in the organi-
zation and liquidation of
business activities, pro-
cedural mechanisms of
taxes, relatively low level
of investor protection in
the national market, low
capacity and intensity of
competition in the do-
mestic and certain local
markets.

Factors of economic
competitiveness in terms
of innovative economy
and under the influence
of globalization, the de-
velopment of scientific
and technological prog-
ress, networks, informa-
tion technologies and new

knowledge are transfor-
med in general and rep-
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Fig. 2: Model of the relationship of factors increasing competitiveness at different levels of management

Source: Developed by the authors



tant factors improving the competitiveness of our country are
a structural innovation of economy, human development and
strengthening of innovation culture.

Factors of competitiveness may create additional com-
petitive advantages as the process of creation and implemen-
tation of innovations at enterprises produces an element of
flexibility and adaptability to internal problems, external cir-
cumstances; promotes the development of strategic innova-
tive management decisions resulting in lower expenses at
enterprises, increased productivity and efficiency of labour.
Moreover, innovations accelerate business processes
through time savings, which also affects productivity and eco-
nomic gaps and reduces lag. The described factors which
increase competitiveness due to scientific and technological
progress, as well as globalization, allow countries with diffe-
rent levels of economic development to enter the global mar-
ket and occupy a competitive niche, to participate in inter-
national division of labour and increase productivity, to be
involved in the global economic system, improve and develop
additional coordination functions, to be part of the global pro-
duction chain at suitable for country phases of the product life
cycle and contribute to the formation of added value getting
profits from cooperation with the global market. All these
arguments generate more space for economic development
improving the quality of life and economic prosperity, employ-
ment and economic stability, therefore strengthening com-
petitiveness.

5. Conclusions

The Ukrainian government declares the initiative of
increasing the competitiveness and innovative development
of the country each year. In fact, the government ignores the
factors of socio-economic development. Ukraine’s rating
remains one of the lowest among different countries. To suc-
ceed in improving the competitiveness of the national eco-
nomy, it is necessary to build an innovative outlook of so-
ciety, the effective management of educational policies, to
implement innovative projects in production of goods and
services, to develop innovation culture at all levels of gover-
nance.

Consideration of the main factors affecting the competi-
tiveness of economy, and the combination of all elements will
increase the efficiency of the existing potential of economic
development of Ukraine, help to identify constraints to the
development of its competitiveness and improve competi-
tiveness of the economy at all levels of governance.
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