ECONOMIC AND LEGAL FOUNDATIONS OF THE
PUBLIC TRANSFORMATIONS IN CONDITIONS OF
FINANCIAL GLOBALIZATION

Monograph

edited by Doctor of Economic, Professor,
Academy of Economic Sciences of Ukraine
Yu. V. Pasichnyk

Yunona Publishing
United States of America
2018



Yunona Publishing, New York, United States of America

ECONOMIC AND LEGAL FOUNDATIONS OF THE PUBLIC
TRANSFORMATIONS IN CONDITIONS OF FINANCIAL
GLOBALIZATION

Recommended for publishing by the Academy of Economic Science of
Ukraine

Reviewers:
Doctor of Economics, Professor Korneev V.V.
Doctor of Economics, Doctor of legals, Professor Pokataeva O.V.
Doctor of Economics Sidelnikova L.P.

Science editor: Doctor of Economic, Professor Yu. Pasichnyk

Economic and Legal Foundations of the Public Transformations in
Conditions of Financial Globalization : monograph / edited by
Yu. Pasichnyk — Yunona Publishing, New York, USA, 2018. — 466 p.

ISBN 978-0-9988574-2-1

The financial aspects of social sphere and banking sector have been
analyzed. The assessment of legal framework for the regulation of economic
relations in the state has been conducted. The priorities for the European
integration of the domestic business entities as well as the problems of
accounting standardization have been outlined. The common guidelines to
improve accounting policies and support real economy have been suggested.

The publication is targeted at scholars, economists in banking sector,
specialists in financial regulatory authorities and business entities, students.

ISBN 978-0-9988574-2-1 © 2018 Copyright by Yunona Publishing
© 2018 Authors of the articles



ECONOMIC AND LEGAL FOUNDATIONS OF THE PUBLIC TRANSFORMATIONSIN 3
CONDITIONS OF FINANCIAL GLOBALIZATION

BCTYII

Cyuachi TpaHcdopmarii, mo BigOyBalOThCS Yy CYCHIJIbCTBI BHUMAararoTh
noOyJIOBM HOBHX MEXaHI3MIB ajamnTaiii 0 YMOB ChOTOJICHHS. [HTerpaiis 10

€Bponeiicbkoro CHiBTOBapuUCTBa, Ul YKpaiHM, — L€ IUIAX MOJEpHi3awil
CKOHOMIKH, TIOJIOJIAaHHS COLIaJIbHUX aucOaliaHCiB, (OpMyBaHHS €BPOIEUCHKO-
OpIEHTOBAHOIO  3aKOHOJABCTBA,  IIJBUIIEHHS  KOHKYPEHTOCIPOMOXHOCTL

MiINPHEMHUITBA, OCBOEHHS HOBHX PHHKIB, IMIUICHEHTYBAaHHS €BPONEHCHKHX
3acajl OCBITHBOI AiSITBHOCTI.

MoHorpagis MICTUTh II'Th PO3AUIB, SIKi NPUCBIYEHO BHPILIECHHIO
Cy4acHHX MpoOIeM eKOHOMIYHOTO PpO3BHTKY, BCTAQHOBJICHHS HapTHEPCHKHUX
BIJTHOCHH, BUBYEHHIO ()YHKIIOHYBaHHS HAI[lOHAJILHOI €KOHOMIKH, IIiJ[IPUEMCTB,
(iHaHCOBOI CHCTEMH Ta TIPABOBOTO TIONS. 30KpeMa, Yy3araJbHEHO MOTJISIN
YKpalHCHKHX Ta 3apyOLKHUX HAayKOBLIB 100 Cy4aCHUX TEHJEHIIIH eKOHOMIYHOTO
PO3BHUTKY YKpaiH{, CTPATEriYHOrO IMiJXO01y Ta YMOB 3pOCTaHHS i MPOIYKTUBHHX
Ta I1HBECTHIIMHUX MOXIMBOCTeH. 3HauHy yBary INPHIUICHO CTpaTeriuHUM
BEKTOpaM PO3BUTKY HAIlIOHAJIBHO! EKOHOMIKH, YPETYJIIOBAHHIO COI[abHUX
PH3HKIB, & TAKOXX MUTaHHSIM PO3BUTKY OCBITH B YKpaiHi.

JlocmipkeHHsT TPYHTYEThCS Ha HAYKOBO-OOIPYHTOBAaHMX METOJAxX, SKi
BUKOpHUCTaHI B poOoTax aBTOpiB. HayKoBISIMH 3alpONOHOBAHO KOHKPETHI TE3U
IIOZI0 peaii3ailii OCHOBHHUX TNPHUHIHUIIB PO3BUTKY B YMOBax (iHaHCOBOI
rio6anizarii.

ABTOpH 3asIBIISIOTh, 10 KOHKPETHI HAYKOBI po3po0OKH y (hopMi MeXaHi3MiB,
CXeM, MOJeNeil CHpUSATHMYTh TOKPAIEHHIO (YHKI[IOHYBaHHS HE JIUILIE
E€KOHOMIYHOI crcTeMH YKpaiHH, aje i IHIINUX KpaiH.

MoHorpadist Mae sk HayKOBMH, TaK i IPaKTUYHUN XapakTep, aHAIi3yIOUH
Ta OOIPYHTOBYIOUM KOHKPETHI CHTYyalil, 3aXOIH, MPOMO3HLIi MIONO ITOJAIBIIOI
pedopmu ekoHoMiuHOi cucTeMHM B YKpaiHi Ta y BCbOMY CBIiTi. Yci Marepianu
nyOJIIKYIOTbCS Yy BHJAHHSAX aBTOPIB. ABTOpPHM HECYTh BIiIOBIaJbHICTH 3a
OPUTiHAIBHICTh, IOBHOTY Ta JOCTOBIPHICTh OAAHUX MaTepiasiBb.

ABtopu: Anexceenko JIL.M. (nigposnin 1.6), Bnazooup JIL.M. (umigposmin 2.7),
Bozaybka H.M. (migposnin 4.4), bonwoap A. (migposmin 2.4, 2.5),
boponoc B.I'. (migpo3main 2.13), Bowoma H.B. (migpo3min 2.12),
T'aoeyvka 3.M. (ninpo3nin 4.7), I'ananeys B.B. (mipposmin 5.1), I'epnezo I0.O.
(minpoznin 1.7), I'odosanux €.B. (mipposnin 5.3), MAzopax FO.M. (migposnin 5.1),
Auba O.M. (nigpo3npin 1.7), Kypasnwvosea I.B. (minpos3nin 4.2), 3aoéopnux C.C.
3enencokuii K.B. (migposnin 1.5), 3omuax JIL.M. (nigposnin 2.2), Kaniniuenxo C.M.
(minposain 3.1), Kipoan O.II. (nigposnin 5.7), Kobywxo IM. (migposnin 2.8),
Kodywxo A.B. (ninpo3nin 2.8), Kosyboea H.B. (nigpo3ain 2.11), Kononosa O.E.
(minposain 3.6), Kyauna I'M. (ninpo3nin 1.6), Jlazapuwuna 1/]. (nizpo3ain 3.8),
Jlimeginoe O.C. (niaposnin 3.2), Jleekoseyv H.II. (minposmin 2.10), Jlesuenxo A.C.
(migposnin 3.3), Manouu O.B. (migposnin 3.1), Mapywak /.10. (nigposnin 2.5),
Hikonaiiuyx  T.0. (mipposmin  2.15), Hikonenko H.B. (mimpo3nmin 3.11),
Oguapenko T.C.  (mimpo3nin  2.6), Onswancekuii  O0.B. (migposmin  3.5),
Ouicigpoposa B.JO. (nippo3nin 1.4), Ilann B.B. (nigposnin 2.12), Iaciunuk IO.B.
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(migposnin 1.1), Hemkosa JI.O. (ninposnin 2.4), IMlimonenxo T.B. (migposnin 3.7),
Ilpixno I.M. (nipposain 1.3), Ilpokoniwmuna O.B. (nigposnin 3.9), Pedvkina I'.M.
(migposmin  5.5), Cazep JLKO. (uimposnin 4.6), Cac H.M. (uigposmin 4.1),
Ceéemnosa H.M. (ninposnin 3.10), Ceupuorwx B.3. (miapo3nin 5.4), Ceamuenxo B.IO.
(migpo3min 2.1), Cueuoa JI1.O. (mipposmin 4.6), Cudopuyk A.A. (mimposmin 1.9),
Cmenvmax A.B. (minposznin 2.2), Cmenanoé B.M. (minpoznin 2.9), Cykau O.M.
(migposnin 1.2), Cynpynenxo C.A. (nigpo3nin 1.8), Tuxomuposa I'.€. (nigpo3nin 5.3),
Todinesuu FO.€. (ninposnin 4.7), Tpywxkina H.B. (ninpo3nin 4.5), @eouenxo K.A.
(mimposnin 2.13), @inamosa JI.C. (minpo3nin 2.7), HQuoyasx A.I. (migposnpin 2.14),
Yacuixoea O.B. (nipposmin 5.6), Huepun O.FO. (nigposnin 3.7), Yymax B.B.
(mingpo3min 5.2), Ilaxparwk-Onogpeir C.I. (nigposnin 4.3), FOpii E.O. (migpo3nin
3.4), Fuentes Vilma Elisa (migposain 1.5), Kister Agnieszka (miaposzin 3.8).

PELHHEH3EHTU

Kopnece Bonooumup Bikmopueuu,

O0OKMOP eKOHOMIUHUX HAYK, hpogecop,

3a6i0ysau IOy GiHanco80i noAIMuUKU J{epicasno2o HayKo80-00CIIOH020 IHCIMUMYNY
iHGhopmamuzayii ma MOOeN08aHHs. eKOHOMIKU

Minicmepcmea exonomiunozo pozeumxy i mopeieni Ykpainu.

Ilokamaeea Onvea Bikmopisna,

OOKMOP eKOHOMIYHUX HAYK, OOKMOP IOPUOUYHUX HAYK, npodecop,
Tepuwuii npopexmop 3 HAYKO60-nedazo2iuHoi ma Haykoeoi pobomu
Knacuunozo npusamnoeo ynisepcumemy.

Cidenvnurxosa Jlapuca Ilempisna,

O0OKMOP eKOHOMIUHUX HAYK, OOYEeHm,

3asidyeau kagedpu Qinancie, 6aHKIBCbKOI cnpasu ma cmpaxygamms
Xepconcbko2o HaYioHAIbHO20 MEXHIYHO20 YHIgepcumemy.
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Y 2016 p. Kuray cTaB ApyruM HauONBIIUM y CBITI PUHKOM 3alydeHHS
BEeHUYPHHUX 1HBECTHIIiH, 30UIBIIMBIIN OOCSATH BEHUYPHOTO iHBecTyBaHHS Ha 19%
nopiBHsHO 3 2015p. Bucoki nokasnuku Kutaro moB’si3yloTh 3 psAaoOM Mera-yroji,
YKIIaJEHHUX Ha IOYATKY POKY.

B €Bpomi BeHuypHHH KamiTan sK Jokepeso (iHAHCYBaHHS OCOOJIHMBO
aKTyaJIbHUH JUIS MOJIOAMX KOMIIaHIH y BUCOKOTEXHOJIOTIYHHX Taiy3sx. CIiIbHOI0
pHCOI0 IUX KOMMAHIW € Te, II0 BOHM BIJHOCATHCS JO MAaJoro Oi3HeCy, €
TPaHCIAPEHTHUMH 1 OLbII PU3UKOBUMHU JUI iHBeCTOPiB. OCHOBHUMHU (paKTOpaMH,
SKi BIUIMBAIOTh Ha Mpoliec MOOiTI3aIii’ BeHIYpHOTO Kamitaiay B €BpOIECHCHKOMY
Coro3i, € BiINOBiIHA 3aKOHO/AABYa 0a3a, MOJATKOBI (PAKTOPH, MaKPOEKOHOMIUHA
CTaOULIBHICTD, @ TAKOXK JIOCUTh BEJIMKHUHU, IEPCIICKTUBHUN PUHOK.

2.7 Concepts of Market and Competition: the Present State of the
Question

Ideas of competition and market are frequently used both in the academic
literature and practice. At the same time, a large spectrum of economic thought
schools and strands provides numerous ways to conceptualize these economic
phenomena. As a result, there are a number of different, sometimes puzzling and
contradictory interpretations of economic concepts. Even despite the fact they are
expressed by the same terms but used by different schools of economic thought.
Variety of opinions on the essence of market and competition results from their
complexity as phenomena. In the meantime, economic mainstream under the
neoclassical paradigm accepts some confusion of market and competition as
economic notions, consequently market complements to competition®. In turn, as it
is mentioned by P. McNulty it generates a mess between economic performance as
a result of market functioning and a competition as business behaviour. The market
as a special economy pattern has a strong set of characteristics, as follows:

-a market is a special form of exchange;

-goods for sale are being exchanged regularly;

-market transactions are mutually advantageous and made on a reciprocal
basis;

-market agents are striving for equivalent exchange;

-market exchange is voluntary;

-there is a rivalry on the market as for that kind of exchange.

However, competition is a criterion of a market as a specific economic
form. In other words market is a broader concept than a competition.

Competition as a permanent feature of human existence acts in various
fields. Its economic part, i.e. economic competition, shows up through the system
of competitive relations. At the present stage economic competition in its
development gets a new meaning, because it goes beyond the limits of the market,

1 McNulty P.J. Economic Theory and the Meaning of Competition / P.J. McNulty // The Quarterly
Journal of Economics. — 1968. — Vol. 82, N 4.— P. 639-656.
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and its forms and methods gain new social content in addition to the economic one.
Therefore the study of competition is always relevant despite the fact that this
phenomenon and an economic category is the object of research during the last 200
years.

At present, there are three main approaches to the interpretation of the
competition, namely:

-behavioural approach: competition is a force characterizing the interaction
of supply and demand and ensures the functioning of the market pricing
mechanism and regulation of production proportions?;

-structural approach: the focus shifts from the struggle of companies with
each other for market structure analysis, the researchers focus attention not on the
competition in setting prices but in determining the factor of fundamental
possibility (or impossibility)- the impact of the entity on the general price level at
the market 2;

-functional approach: competition is regarded as mandatory characteristics
of the market and as an active process that results in a dichotomy of competition
and interaction.

Each of these approaches reflects some aspects of competition, determines
the specific methods of assessment, and the impact of competition on the
economy?.

Thus, the behavioural approach focuses on the five competitive forces in
the industry, namely the threat of new competitors, the power of buyers, the power
of suppliers, threat of appearance of substitute products, the behaviour of
competitors, and availability of institutional regulation of market participants®
behaviour.

The structural approach involves evaluation of signs that objectively do not
depend on the will of market participants, such as the level of concentration of
enterprises, market size, market growth, penetration of a new party, demand
conditions, technology, the amount of the capital investment required and so on.

These indicators help to assess the competition according to the structure of
the market.

The functional approach estimates the competition state by means of the
effectiveness of its economic function. It uses such indicators as the size of the rate
of return on assets, the ratio between labour and invested capital, the relationship
between supply and demand and so on.

Analysis of the research and publications of national and foreign authors®
devoted to the relationship between competition and efficiency management
proves the existence of such effects of competition: activation of innovative
process; flexible adaptation to demand; upgrading of products; an increase of the

Y Cmum A. Hccnedosanue o npupode u npuuunax 6oeamcmea Hapodos / Adam Cmum //
Anmonoaus sxoHomuuecko knaccuxu: coopuux. — M.: Busnec-Ilpecc, 2003. — T.1.— C.79-396.

2 [Topmep E. Maiixn Konxypenmunas cmpameaus.: Memoduxa ananusa ompacneii u KOHKYpeHmos /
Maiixn E. [Topmep; nep. ¢ anen. — [2-e u30.]. — M.: Anonuna Busnec Byke, 2006. — 454 c.

3 Kupynep M. Kouxypemyus u npeonpunumamenscmeo /Ilep. ¢ aman. noo peo. npog. A.H.
Pomanosa. — M.. FOHUTH-/JAHA, 2001. — 239 c.
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labour productivity; minimization of charges; an increase of the technical
productivity of enterprises; reduction of dispersion of the productivity within an
industry.

At the same time researchers distinguish the negative effects of
competition, namely: destruction and impoverishment of commodity producers;
differentiation of living standards; unfair competitive practices; rise in crime;
excessive exploitation of natural resources; ecological violations.

The modern economic thought has concluded that there is theoretically
possible and empirically proven coexistence of companies with different levels of
productivity and efficiency in the same field at the same time.

The author® proposes a new theoretical model of the competition structure
influence on efficiency and innovation. In particular, he proves that the increasing
rivalry affects significantly the structure of competition in the industry. If in the
industry all companies are equally effective, then increased competition leads to an
increase in R & D investment. If there is a strong leader in the industry and other
companies are behind the indicators of production efficiency, then the
Schumpeterian effect will prevail and competition will lead to a reduction in R &
D investment.

Review of the literature reveals the depth of the competition issues’
research, particularly in terms of the relationship of competition and efficiency,
however, shows the development and complication of this market phenomenon. It
should be noted that there is no unity among scientists in the approach to the
analysis of competition. Moreover, today the competition as a phenomenon is the
subject of interdisciplinary research, and thus management, business, marketing
approaches focus more on the needs of the practice.

The competition will give no positive effect until it is managed correctly
with competitive and antitrust policy. Therefore the development of such measures
should be based on theoretically verified approaches to the understanding of the
competition essence, and hence the grounded evaluation methods and methods of
analysis and regulation of this phenomenon.

The treatment of competition as a market situation for today does not allow
to fully expand the range of anti-monopoly regulation and competition policy, as
well as to identify the characteristics of competition. For this, the concept of
competition must be in line with modern economic conditions, which, in particular,
are characterized by shortening the life cycle of the product, increasing uncertainty
in the results of the competition, increasing costs for creating competitive
advantages, narrowing the scope of the company's competencies, etc.

Competition content may vary depending on who says about or judges it.
So for employees of state antimonopoly authorities competition is a certain state of
the market, an object of influence in the interests of society; for consumers - the
condition of consumer choice and a mean of consumer protection; for business

! Aghion Ph. Competition and Innovation : an Inverted U Relationship / Aghion, Philippe, Richard
William Blundell, Rachel Griffith and Peter Howitt / Quarterly Journal of Economics. — 2005. —
Vol. 120(2), May. — P. 701-728.
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entities - a way to organize a day-to-day presence in the market based on laws,
standards, regulations, as well as on the degree of competence and qualification of
a competitor; for professional marketers - a set of actions, some of which have a
direct marketing character, and the other part is indirect; for professional
managers - a component of strategic, operational and situational management?.

At the same time, it is proved? that competition as a systemic multilevel
phenomenon manifests itself at the macro, meso, micro, and nanoscale levels. At
the macro level (the economy as a whole), competition appears as the principle of
functioning of a market economy, on the meso level (separate branch) - as a
mechanism of interaction of market economy agents, at the micro level (grocery
market) - as a way to achieve economic goals, at the nanoscale - as a way of
gaining competitive advantages. Each level of this system is a form of competition
existence, a certain subsystem, which provides the one of the functional
designation of competition.

As noted®, at the macro level in the course of evolution, competition
consistently acquires the forms of free, regulated and competitive competition.
Meso competition operates in the form of intra-industry, inter-industry and global
competition; at the macro level - in the form of price and non-price competition.
The nano-sized form of competition is the ability of an individual entity to adapt
and expect future changes. Thus, nano competition is inherent in transnational
companies with differentiated areas of activity. After all, it allows to allocate
limited resources between these areas more efficiently and, thus, to achieve the
greatest general effect for the company.

In this case, competition in a market economy performs a number of
functions. In particular, at the macro level, it controls the efficiency of the use of
productive resources; at the meso level it regulates inter-sectoral proportions in the
economy; at the macro level it stimulates an innovative activity; at the nanoscale, it
improves knowledge and develops skills.

The indicated subsystems of competition are connected with each other on
the principle of integrity. That is, the versatility of the subsystems is at the core of
their subordination.

So, the macro subsystem provides the effect of competition as a universal
principle, and other subsystems comply with it in their operations. The micro-
subsystem implements the principle of competition within the separate branch
market and is subordinate to the meso level system, which implements this
principle at the inter-branch level.

Y Py6un FO.B. [uckyccuonnsie 6onpocst cospemennoti meopuu xouxypenyuu / FOpuii Bopucoeuy
Pybun // Cospemennas konukypenyus. — 2010. — Ne 3 (21). — C. 38-67.

2 Tapanyxa FO.B. Kouxypenyus: cucmema u npoyecc / Tapanyxa FOpuii Bacunveuy. — M.:
"QuC"—2012.—- 672 c.

3Tapanyxa FO.B. Ilpomusocmosiyue nodxodwl x ananuszy xomkypenyu / FOpuii Bradumuposuy
Tapanyxa// «Kanumany u « DKOHOMUKC»: BONPOCHL MEMOOOI2UU, MEOPUU, NPENnoOABaAHUs NOO peo.
B.H.Yeprosya/ éunyck 4, 2011, M.:Teuc, c.51-66.
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Competition subsystems develop in interdependency and interconnection.
In this case, the competitive system transforms by changing the forms of its
existence.

The study of the competitive struggle at the micro level, for instance the
behaviour of the rivals as an important factor influencing the market structure,
based on the theory of games, has shown a lack of unambiguous connection
between the structure of the market (the number of firms in the market, the degree
of concentration of the market) and the competition intensity on it'. Moreover, the
notion that competition is necessary for the economy, as it contributes to saturation
of the market with the demanded goods (services, works) and thus satisfaction of
consumer demand is not an exhaustive explanation of the competitive motivation
of market participants. After all, market participants are not enough to saturate the
market and satisfy consumers; they must necessarily outperform their competitors
or at least keep the status quo in their relationship with them?.

Under such conditions, as noted?, "... competition is not just a competition
between players: company A against company B, and it is relevant to more and
more industries. This game has become a team sport, where different supply chains
compete and rely heavily on partnerships for value creation. «That is, at present
stage competition evolves at the micro level by the transition from a competitive
confrontation to a competitive interaction in the form of a strategic alliance, a
financial-industrial group, an industrial network, etc.

In particular, economic entities (not only suppliers and buyers but also
direct competitors) form strategic alliances on the basis of horizontal inter-firm
cooperation, as well as between companies engaged in related fields of activity and
possessing complementary technologies and experience. At the same time, firms
can take part in several strategic alliances at the same time.

As it is stated*, while in the course of such cooperation there is a mutual
orientation of market participants, which provides for monitoring of actions and
information exchange, as well as elements such as: — observing the actions of
competitors; — adjusting its own business strategy depending on the actions of
competitors; — direct coordination between competitors; — develop competitors'
common rules of the game in relations with contractors and with each other.

As a result, in the industry (in the market) there is a sphere of informational
and social contacts. Leading players in the market impact the competitive situation,
trying to limit the entry into the market by creating conditions for the competition
institutionalization. Thus, they seek to stabilize the market, set up a coherent order,

Y Tapanyxa FO.B. Komuxypemyus: cucmema u npoyecc / Tapamyxa FOpuii Bacunvesuy. — M.:
"QuC"—2012.- 672 c.

2 Padaes B.B. Coyuonoaus poinkos: K popmupoeanuto noeoeo nanpasienus. M.: I'V BIIID, 2003.
-328c.

8 Hunu 3. Ipusma sgppexmusnocmu: Kapma céarancuposannsix nokazameneii ons usmepeHus
ycnexa 6 Ousnece u ynpaenenue um/ O. Hunu, K. Aoamc, M. Kennepnu ; nep. c¢ awen. —
Jnenponemposck: Bananc—Kny6, 2003. — 400 c.

4 Paoaes B.B. Ymo maxkoe kouxypenyus? Ixonomuyeckas coyuonoaus.— T.4.- Ne 2.- 2003. -C. 16.-
25.
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which becomes a condition for maintaining a competitive environment for a long
time.

Benefits of market participants are shaped not only and not so much by
limiting the monopolization of markets but also by exchanging experiences,
comparing mistakes and achievements, using other people's initiatives, adapting
and verifying their own business ideas, opportunities for joining alliances with
competitors that later become partners, as well as maintaining competitive
conditions and spirit of rivalry.

Consequently, strategic alliances affect competition in the market or in the
industry, directing the efforts of partners against joint competitors, and not against
each other. Therefore, with the micro level of such associations, there is a need to
change the mechanism of communication on meso level and the rules of legal
regulation of competition at the macro level. These changes, in turn, also affect the
dynamics of the strategic alliances' development.

At the same time, in the global market, there is a hyper-competition as a
result of the lack of interchangeability of technologies and narrow field for
decision-making by market participants. This causes a change in the form of
competition. So, in the focus, there is a struggle for market leadership, and the
object of efforts is the prediction of the future. As it is mentioned®, market
leadership is a form of competitive struggle for achieving superiority over rivals
through the introduction of new rules of the game. Under such conditions, the
redistribution of industry profits among rivals is not due to a change in their market
shares, but as a result of the degradation of competitors' products.

Describing the present state of competition as a hyper-competition implies
a dynamic character of competitive struggle, its dimensionality, an increase in
competitive struggle aggressiveness. Firms destroy their own competitive
advantages. The market mobility is a protective skill and at the same time, it is a
competitive weapon. Firms use innovations to create market turbulence. And this
in its turn spurs the rivals into self-destructive decision-making models. The
constant pressure destroys competitive rationality of the rivals. It leads to dramatic
changes in the market structure.

The demand structure changes so rapidly, that there is no time to exploit the
gained competitive advantages and to reimburse the R&D costs.

Quick changes cause economic environmental uncertainty, and competitive
landscape shifts become unpredictable. Competitive advantage stability decreases
significantly and firms are to challenge for competitive strengths renewal. At the
earlier stage, the competition intensity was determined by the relation of market
supply and demand, escalating when the supply exceeds demand and decay with
their inverse ratio. Anyway, each competitor could protect himself differentiating
his products, leaving for a less attractive market segments etc.

In the hyper-competitive environment whether competitors will survive or
perish depends not on the volume of market demand, but on its structure.

! Nickell S. What makes firms perform well? / Stephen Nickell, Daphne Nicolitsas, Neil Dryden //
European Economic Review. — Vol. 41, Issues 3-5. — April 1997. — P. 783-796
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If the company brings a brand new product to the market, it will not only
undermine the market power of competitors but depreciate all their accumulated
competitive advantages.

For this reason, the struggle for leadership as a criterion for organizational
survival in a highly competitive environment has intensified'. Aggression in the
conditions of hyper-competition does not violate the rivals™ power relation. It is an
impelled action of the competition dramatic tension for the survival of rivals. So
far, we are dealing with competition, where participants meet a dilemma: to win or
die.

Modern competition is unfolding around the person of the buyer. The
reason is the growth of buyers’ incomes. As a result, the demand is getting
individualized. And buyers become more demanding to meet their subjective
preferences. The production oriented to personal buyers’ needs, replaces high-
volume output of standardized products. The market demand influences the course
of a competition intensively. There is a transition from marketing "do and sell" to
marketing "hear and respond”. This is what causes competitors to dialogue with the
consumer.

Economists are convinced that competition reconciles market supply and
demand. The question is how it does it?. When the satisfaction of consumers’ vital
needs becomes the primary concern for the buyer, there is a range of opportunities
to influence consumer choice. And competitors do not fail to use it, trying to form
a producer-friendly perception of values. Under their influence, consumer
behaviour is getting more spontaneous. As a result, the constructive effect of
competition on production is dying out. The "invisible hand" does not act in the
interests of the consumer but serves as an instrument for realizing the interests of
sellers.

At the same time, we should admit that information technology facilitates
the buyers™ access to information, undermining the ability of sellers to manipulate
customers. But one should not overlook the fact that they can also contribute to the
asymmetry of information. The matter is that with the strengthening of the
information technology role, the accents of competitive activity are displaced.
Rivals concentrate their efforts not on the product, but on the information support
of its promotion. The winner may not be the product that has more valuable
consumer properties than the one who has the best information support. Therefore,
the competitive strategy is channelling into the information dominance. Even more
significant is the fact that it is information technology that creates the greatest
opportunities for the introduction of "false needs."

The view that the information technology contributes to the development of
competition has received not only widespread but also, apparently, a general
recognition. The fact that their application caused an exacerbation of competition

! Nickell S. What makes firms perform well? / Stephen Nickell, Daphne Nicolitsas, Neil Dryden //
European Economic Review. — Vol. 41, Issues 3-5. — April 1997. — P. 783-796
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6opvout | FO. B. Tapanyxa // Ixonomura u npeonpunumamenscmego. — 2014, — Ne 2. — C. 185-194.
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is a fact. However, as regards their influence on its development, we agree with the
author! and cannot share such an unambiguous estimate. The fact is that
information technology is a production resource. Consequently, all those
characteristics that are inherent in any other production resource apply to it. First
and foremost, this is the availability and the ability to effectively apply. The
specificity of information technology is that they contribute to deepening the
differentiation of firms based on both of these parameters. The firm may have
monopoly rights to use the technology. Even if the technology is in the market
turnover, it may turn out to be inaccessible to competitors at a price. Such
technology is a complex product and far from any company has the potential for its
efficient operation. It turns out that the introduction of information technology
creates only an illusion of promoting the competitiveness of markets.

At the same time, a new way of creating competitive advantages on the
market is inter-firm cooperation. The need for inter-agency co-operation is
intensified in view of the deepening of specialization and the lack of necessary
competencies. That is, we see a certain dichotomy of competition and cooperation
within the market.

Let us consider the market concepts, which do not deny the existence of
cooperation between competitors in the market. That is to say socio-economic
approaches to market interpretation.

The organizational ecology by M. Hannan and J. Freeman? conceptualizes
market as a sphere of natural selection. Firms' populations with the similar
organizational forms but not firms compete on the market. These firms'
populations occupy relevant market niches. Strong organizational gap (inertia) is
inherent in the firms. On the one hand, it strengthens the firms, but on the other
decreases their adaptability under the highly volatile external environment. In this
case, organizational forms' makeover results not from the current forms'
renovation, but due to a replacement of out-dated forms by new ones. So far, the
fittest organizational forms survive.

Network approach by H. White® considers the market as an overlapping of
social networks, that is, stable and selective connections. Markets differ from each
other in that structure of networks, rather than characteristics of the participating
firms. Then market appears as a process of social ties maintenance, but not a zero-
sum game of autonomous participants. Competitors keep a close eye on each other,
exchange information, take into account competitive actions on the market and are
integrated into the social connections.

! Tapanyxa FO.B. Cogpemennas KOHKYpeHyusi: HO8ble YCI08US, HOBble KOHKYPEHMbL U CHOCOObL
6opvout | FO. B. Tapanyxa // Jxonomuxa u npeonpunumamenscmego. — 2014, — Ne 2. — C. 185-194.
2 Hannan M. The population ecology of organizations / Hannan M., Freeman J.// American
Journal of Sociology. — 1977— Me 82 (5) — P. 929-964.

3 White, Harrison C. Markets from Networks: Socioeconomic Models of Production / Harrison C.
White. — Princeton, N.J.: Princeton University Press, 2002. — 389 pp
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Institutional approach by G. Hodgson® provides for the establishment of
some conventional rules on the market to adhere to. These rules stabilize the
market, make its boundaries flexible, and make it possible to compete in the
market in the medium and long-term. To maintain market competition the
participating firms cooperate with each other when developing competition
fundamental rules.

Politico-cultural approach by N. Fligstein? regards the stable market as a
market with the clear firms' identity and status hierarchy of dominant firms and
firms-contenders, and the concept of control over the actions of firms is voluntarily
supported by all the market participants. The market appears as a process of
reproduction of this power hierarchy when leading market players are trying to
control the competitive situation, to develop and maintain market rules. The market
in terms of the socio-cultural approach of D. Slater® is a sphere of symbolic
struggle. That is to gain a market niche firms may not only decrease expenses and
prices by means of economies of scale and productivity improvement, but also by
means of quality upgrading and innovation.

Market participants can compete with the symbolic positioning of the
product or the entire company. At the same time, the competitors are trying to
differentiate from each other, and not only to conduct a price war between them.

As a means of individualization, trademarks or branded brands associated
with symbolic images of certain consumption styles are used.

It is segmented according to the type of products, services, and ways to
promote them, the nature of participating companies. And the occupation and
maintenance of market niches takes place through the means of individualization -
formally registered trademarks, brands associated with certain consumption styles.

Hence, in view of the described approaches to the market interpretation, as
well as its criterion as a special form of economy, the most complete definition of
the market, in our opinion, is the following generalized definition proposed by the
author*: the market is a system of regular, mostly monetary, mutually beneficial,
voluntary, a competitive exchange of goods, where the actions of its members are
regulated, in addition to prices, their structural links, institutional forms, power
hierarchies and cultural structures.

In a similar vein competition appears as a rivalry in the market, where each
participant tries to achieve the best result for himself, but while adhering to the
rules and coordinating his strategy with the strategies of other market participants.

! Hodgson, Geoffrey M. The Approach of Institutional Economics / Geoffrey M. Hodgson// Journal
of Economic Literature, Vol. 36, No. 1. (Mar., 1998), pp. 166-192.

2 Fligstein, N. The Architecture of Markets: An Economic Sociology of Twenty-First-Century
Capitalist Societies / Neil Fligstein . — Princeton, N.J. : Princeton University Press, 2001.— 274 p.
3 Slater, D. Capturing markets from the economists / In: du Gay, Paul and Pryke, Michael, (eds.)
Cultural Economy: Cultural Analysis and Commercial Life.— London: Sage Publications, 2002. —
PP.59-77.
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