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THE FORMATION OF COMPETITIVE ADVANTAGES OF ENTERPRISES

The key factor in the commercial success of an enterprise is the competitiveness
of its products. Effective functioning of an enterprise in a market environment and a
high level of uncertainty and risk implies the search for and development of such a
development strategy, which allows it to develop successfully, relying on the created
competitive advantages in managerial, organizational, scientific, technical, and
marketing activities. After all, a competitive advantage is evidenced by the higher
competence of an enterprise in performing certain types of activities in comparison
with competitors, which ultimately ensures its high level of competitiveness and
efficiency.

Among economists there is no consensus on the motives for the competitive
behavior of an enterprise and the formation of competitive advantages. Today the
most widespread are the conclusions of marginalists, which boil down to the fact that
any firm is trying to make decisions that would ensure it will receive the maximum
possible profit.

Liston-Heyes S. perceives competitive advantage of a firm by “its ability to get
higher profit margins than competitive enterprises in the industry” [5; 256].

According to M. Porter, a leading scientist in the field of competitiveness, a
competitive advantage is expressed either in lower costs than competitors or the
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ability to change and control prices with a surcharge that exceeds the value added in
the price change. Certain competitive advantages are a consequence of differences in
operating efficiency, but the most significant advantages are expressed by the fact
that their carrier occupies a unique competitive position [6; 114].

In other words, a competitive advantage is the highest competence of an
enterprise in a separate field of activity compared with other competing enterprises. It
can be said that an enterprise has achieved a competitive advantage if it surpasses the
forces of competition better than its rivals and performs work on the buyers' interest
in their products.

The competitive advantage of an enterprise is not always obvious. In practice,
the differences between an enterprise and its competitors that are used to determine
the advantages or disadvantages can be very subjective and depend on what is
important for the managers of the enterprise: the company’s inner factors, customers
or competitors. Consequently, when forming a competitive advantage, the following
options are possible: focusing on competitors, based on a comparison of the company
with its closest market rivals; orientation towards consumers and the satisfaction of
consumer needs, when the management of the company rests primarily on consumers'
opinions on how the company is perceived in comparison with competitors; market
orientation when attention is paid to both consumers and competitors.

Consequently, there are three main ways to achieve competitive advantages: to
become better yourself, weaken competitors or change the market environment [4].
So, for example, the Finnish company Nokia was the first in the world to set up the
production of cellular phones, having re-developed rubber shoes and toilet paper.
Thanks to this, Nokia in 2003 gave 10% of Finland’s GNP and more than 50% of the
value to the stock exchange. The company sold 5 phones every second and owned
approximately 38% of the global market [2; 305]; Lido lacocca, who at one time
alternately headed the leadership of auto giants like Ford and Chrysler, was one of the
first to introduce car loans; Lviv bus plant since 1993 diversified its products, along
with buses, has mastered the production of urban trolley buses.

Additionally, “some banks even changed their geographical position to take
advantage of the difference in time zones. Euromoney, an international banker
magazine, writes: “Time zones can be used as a competitive advantage” [3; 205].

As we can see, “‘competitive advantage cannot be understud by looking at a firm
as a whole. It stems from the many discrete activities a firm performs in designing,
producing, marketing, delivering, and supporting its prouct. Each of the activities can
contribute to a firm’s relative cost position and create a basis for differentiation” [6;
33].

Thus, the formation of competitive advantages is based on the selection of the
most important areas in both the external and the internal environment of the
company. The main goal is to create an optimal state of their components, which
allows to ensure the effectiveness and continuity of the process of forming the
competitive advantages of the controlled object.
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