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COMPETITION POLICY OF INTERNATIONAL
CONSULTING COMPANY OF TECHNICAL
DESIGN AND ENGINEERING

In the conditions of bifurcation transformations of the business environment, due to several
various reasons, the investigation of the competition policy vectors of an international company
of consulting and technical design is crucial.

The relevance of the topic is due to the phenomenal quintessence of the competition policy
strategy, which is the core of the formation mechanism of successful dominant foreign economic
activity of the company within the global space of innovative economy taking into consideration
the specific characteristics of consulting and engineering sphere.

The purpose of the work is to develop a theoretical and methodological justification and practical
recommendations on the competition policy of an international consulting company of technical
design and engineering in modern conditions.

Achieving the purpose implies solving the following tasks: to determine the essence of the concept
and peculiarities of the competition policy of an international consulting company; to analyze the
company’s competition policy and features of the international market of consulting services; to
form methodological recommendations and strategy of competition policy of the international
consulting company of designing and engineering.

The object of research is the process of international activity of a consulting company of design
and engineering. The subject is the formation of theoretical and methodological principles,
practical aspects of evaluation, and recommendations for the company’s competition policy in the
sphere of technical consulting and engineering.

The following research methods were used to implement the tasks: analysis and synthesis
(in determining the peculiarities of the consulting company’s competition policy); economic,
mathematical, and statistical methods (in the analysis of the international market of consulting and
design); Herfindahl-Hirschman monopolization index, concentration index (CR), Kolmogorov-Smirnov
criterion (in the analysis of competition policy); the Delphi method, the Ishikawa system, and the
Wildman table-test (in determining the strategy of the consulting company’s competition policy).
The results of the research are a comprehensive practical analysis of competition policy of an
indicated for the investigation international consulting company of technical design and
engineering with a step-by-step individual method of calculating deficiencies and developing
strategies to eliminate them, as well as a thorough review of the international technical consulting
and engineering market.

Keywords: competition policy, competition advantage, competition strategy, international
consulting, consulting company, consulting services, tools of competition, evaluating the
competition policy.

Analysis of recent research and publications. The radical transformation of international business
against the background of accelerating integration, individualization of requirements, variability and
differentiation of consumer preferences, permanent reduction of innovation implementation time leads to the
rapid development of the main peculiarities of international competition policy.
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According to the research, it was found that a significant contribution to the development
of methodological features of the company’s competition policy based on economic and mathematical
modeling, made the following specialists: V. V. Atyushkina®, T. P. Gudz?, O. S. Kichuk?®, Yu. V. Samoylyk
and O. A. Voloshyna®, L. P. Snigir®, O. G. Yankovy®, L. M. Yaremchenko. Among many fundamental studies
of foreign scientists should be distinguished: A. M. Brandenburger, W. Broll, P. Dixon, K. Arrow, F. Kotler,
J. F. Moore, B. J. Neilbaff, M. Perlitz, M. Posner, M. Porter, K. Huxaver, J. Schumpeter.

Most aspects of the topic have already been reflected in works of experts. However, rapid changes
necessitate a systematic and comprehensive study of the competition policy of an international company. In
addition, taking into account the specific sector characteristics of the consulting services, design, and
engineering sphere, the analysis of the competition position of the international business entity is not fully
disclosed and the existing works are covered in fragments.

Main part. A company’s international competition policy is a relative concept that operates not only
on the scale of a particular market segment but also tied to a period of time. With the constant quality and
cost characteristics of the international company’s its competition policy on foreign markets can change a lot
over a short period.

Despite the fundamental research of competition policy, there is currently no single universal
interpretation of its essence, and each scientist interprets it differently, which leads to the existence of more
than a dozen theories. Among the reasons for this diversity is the inconsistency and variability of factors on
which competition policy depends. That is why there are many interpretations of the concept of international
competition policy of the company (table 1)’

According to the data of table 1, it is appropriate to identify several essential peculiarities by which
the international competition policy of a consulting company is defined as:

1) non-immanent quality that can be assessed only in the presence of competitors;

2) the relevant criterion, when the trajectory of movement (competition position) of the subject relative
to others can be determined only within the environment;

3) the result of human capital, which has a temporal character (dynamism), characterizes the position
of the subject in the competition field in the coordinates of time and the continuity of the international
economic system.

Factors of the external and internal environment that directly impact the competition policy
of an international consulting company for technical design and engineering are presented at Fig. 18,

Today, design and engineering consulting companies should focus on ensuring international
competitiveness in foreign markets, conduct quarterly monitoring of competitors and business environment
trends; carry out internal audit, taking into account the influence of political and economic factors and
scientific and technical updates.

In general, the doctrine of competition policy is defined as a multi-component and multifunctional
concept that involves the interaction of resource potential of the consulting company — production,
innovation, personnel, marketing, management, finance, and is a set of interconnected elements of the system.
As can be seen from Fig. 2 the structure of the concept is formed by eight blocks, which reflect the specific
measures in their relationship.

! Amonrkina, B. B., Tleaxo, I. A. (2018). YnpapiHHs KOHKYPEHTHHAM TOTEHIHIAIOM MiIMPHEMCTBA Ha OCHOBI OL[IHIOBAHHSI
KOMIUIEKCY MapKeTuHTy. Mapkemune i yughposi mexnonoeii, 3, 85-103.

2Tynze, T. I1. (2016). ®opmyBanHs (iHAHCOBOT pIBHOBATH ITiIMPUEMCTBA; METOIONOTIYHMI aCTIEKT. AKmyanbHi
npobnemu exonomiku, 7 (181). 8-15.

3 Kiuyk, O. C. (2018). InHOBawiliHa aKTUBHICTH K NIISAX TT1{BULNIEHHS KOHKYPEHTOCTIPOMOKHOCTI yKPaiHCHKHX
MATPUEMCTB. [ n0banvui ma HayionansHinpobaemu exkonomixu, 22, 388-391.

4 Camotimok, FO. B., Bonommna, O. A. (2016). KOHKYpeHTOCIIPOMOKHICTS IPOAYKILi BITYM3HAHAX HiAIPHEMCTB

Yy KOHTEKCTi €BpPONEeHCHKOI iHTerparii. / 106arbHi ma Hayionanvuinpodiemu ekonomiku, 9, 413-418.

5 Cuirup, JI. I1. (2015). KOHKypeHTOCTIPOMOYKHICT BUIIIX HABYAIBHHX 3aKIAiB K MEXAHI3M 3a0e3IeUeHHs €KOHOMIYHOI
6e3mnekn ocBiTH. Bicnux XuenbHuybko2o Hayionaisno2o ynieepcumemy. Exonomiuni nayku, 4 (2), 157-162.

6 SInkosuii, O. . (2013). Kouxypenmocnpomosicuicms nionpuemMcmea. oyinka pieHs. ma HAnpsImu RiOSULEHHS.
Opneca: Atnanr.

" Tapkyma, B. O. (2019). CyyacHuii iHCTpyMeHTapiii OLiIHKM KOHKYPEHTOCIPOMOKHOCTI HiANPUEMCTBa. Erexmponne
Haykoge ¢ghaxose sudannss Cxiona €epona: exonomika, biznec ma ynpasninns, 6 (23), 6-17.

8 Tapkyma, B. O. (2020). KoHKypeHTOCIPOMOKHICTh HOBOCTBOPEHOT'O IIiAMPUEMCTBA Ha €TaIl BUXOLY HA PHHOK.
Midxcoucyunninapri Haykoi 0ocniddcenns: ocodaueocmi ma merocenyii, 1, 55.
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Table 1

The concept of international competition policy of the company

Factors (differences)

International competition policy (definition, author)

Fight for market share

Constant competition of producers in the international market for increasing
its share in the market segment. (E. Chamberlin)

Comparison
with other goods and services

The ability of goods or services to withstand comparisons with similar goods
and services of other manufacturers and to be sold in this connection at prices
not lower than the market average. (J. Robinson)

Compliance
with requirements

The ability of products to meet the established international requirements
of a particular market for a certain period. (J. B. Clark)

Fight for the most profitable
positions

Organizational means of stimulating competition between the subjects
of industrial relations for the most profitable areas of capital supply,
international markets, sources of raw materials, territorial, functional,
administrative conditions for economic and financial activities.

(1. Ansoff)

Use of competition advantages

Potential or realized ability of the subject of international competition

to operate in the global economic space, which is based on the use of global
competition advantages and aimed at achieving the goals of its international
business. (J. M. Keynes)

Profit maximization

Competition in the international arena between producers of goods and services
for the right to maximize profits. (M. X. Mescon)

Use of resource potential in
the international market

The ability of efficient production and economic activity in a global

competition market, provided by the full range of resources available

to the company and is a general indicator of its viability and ability to effectively
use their financial, production, scientific, technological and labor potential.

(J. M. Keynes)

Source: developed by the authors.

Personnel qualification level ]

[ Business image of the company

State influence

STP and innovation

[ Market conditions

Labor market ]

Fig. 1. Factors that are influencing the competition policy of an international consulting company

of technical design and engineering

Source: developed by the authors.
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The concept of competition policy of a consulting company

v
m Block 1. Choosing a competition strategy of the company

:

Block 4. Reforming the
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sustainable : Block 7. System approach
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3
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Fig. 2. Block diagram of the competition policy concept of a consulting company
of technical design and engineering

Source: developed by the authors.

Based on the axiological approach, the use of IT systems (software and databases) by international
engineering companies to ensure the excellence of developments, such as Salesforce, AX MSFT Dynamics,
CRM Sales, ERP system, Service Console, should be outlined. In general, according to statistical research
WSP PARSONS BRINCKERHOFF, net profit of companies due to the implementation of, for example,
Salesforce CRM-system, increased by 8% per year and a half, as well-established management significantly
increased customer satisfaction®.

It should be noted that technical design means the process of developing technical documentation
(drawings, calculations, explanatory notes), on the basis of which the technical object is made. Engineering
is a form of export of engineering consulting services (knowledge, technology and experience)
for the development of facilities.

It is essential to indicate that the leader in consulting technical services is the United States, where
more than 58 thousand companies of various profiles are registered®. Their number is steadily growing in the
EU countries — about 39 thousand, and mostly in Germany and Austria. The proportions of this business are
distributed as follows: 2% of large consulting companies serve 66% of clients, 11% of medium — 25%, 87%
of small — 9% of global clients. In the USA, about % consultants work in companies with more than
100 employees®. However, an investigation of client satisfaction with the services of these companies
revealed that the larger the company, the smaller the satisfaction level of clients is (Fig. 3).

! Topodees, K. B. (pex.) (2014). Boicokomexnono2uutblii KOMIbIOMEPHBITL UHAICUHUPUHZ. 0630D PbIHKOS U MEXHONIO2UIL
Cankr-IlerepOypr: U3narenpctBo [10MUTEXHIUECKOTO YHUBEPCUTETA.

2 Mscuukog, B. B. (2013). ®ikTHBHY MOJIEPHI3aIIif0 3yNUHATS iHXUHIPUHIOBI KoMnaHii. Hesanexcna 2asema, 7, 26-32.
3 Kysbmin, O. E., Kexyxa, B. 4., Fopoaucka, H. A. (2014). [Ho3eMHu#i 10CBi/ IHKUHIPUHTOBOT JisUIBHOCTI.
Ilpobnemu exonomiru, 3, 240-245.
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Fig. 3. Level of client satisfaction depending on the size of the company, %

Source: developed by the authors on the basis of Kuzmin O. E., Zhezhukha V. Y., Horodyska H. A.*

Consulting companies from highly developed countries account for 95% of exports and 80% of imports
of design services. The largest markets are Asia-Pacific (53%) and European (38.2%). The main exports
are the EU, USA, Japan, a small share have Russia, China, India, Turkey. Imports of consulting companies
are geographically similar to exports.

The dynamics of the consulting services market of engineering and technical design of Europe and the
United States is presented in Fig. 4. According to WSP PARSONS BRINCKERHOFF, the market turnover
in the United States in 2020 was estimated at 175 billion US dollars (47.2%), while the share of the European
market was 156 billion US dollars (42%), Japan — 13 billion US dollars, other countries — 27 billion US
dollars?. These data show the net turnover of engineering design.

200
150
100

50

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
[ ——USA —e—FEurope |

Fig. 4. Dynamics of the consulting services market of technical design of the USA
and EU countries, billion US dollars

Source: developed by the authors based on Free small business data and trends®

! Kysbmin, O. E., Kexyxa, B. {., Topoaucka, H. A. (2014). THo3eMHHIl JOCBI IH)XUHIPUHTOBOT [isILHOCTI.
Ipobnemu exonomixu, 3, 240-245.

2 Moisuk, E., Gutierrez, M., Brissette, R. (2021). Free small business data and trends. Small Business Administration
<https://www.sba.gov/business-guide/plan-your-business/market-research-competitive-analysis#section-header-5>
(2021, October, 23).

3 1bid.
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Taking into account other consulting services (engineering, auditing, legal services, investment,
advertising services), the total turnover increases tenfold. Analysis of the structure of consulting services is
shown in Fig. 5 results.

-~ Automated design

11 > Engineering

# T consulting

». Sketch design

= Operational consulting

=z Development of electronic systems

+ Selection and installation of systems

6 # Internal audit of information systems

T Restoration of information systems

Fig. 5. Structure of consulting services for technical design, %

Source: developed by the authors on the basis of Kuzmin O. E., Zhezhukha V. Y., Horodyska H. A.*

Itis advisable to analyze the structure of technical design services by areas of customer activity (Fig. 6).

== orders from industrial enterprises

& from enterprises of the financial sector of the economy
# from enterprises producing consumer goods

% from companies in the field of telecommunications

= from enterprises in the energy sector

= from transport companies

1 from wholesale and retail trade enterprises

= from other sources

Fig. 6. Structure of consulting services for different areas of client activity, %

Source: developed by the authors on the basis of the data?

! Kysbmin, O. E., XKexyxa, B. 5., Topoaucka, H. A. (2014). Ino3eMHuii 10CBi]| iHXUHIPHHIOBOT HisJILHOCTI.
Ipobnemu exonomixu, 3, 240-245.

2 Moisuk, E., Gutierrez, M., Brissette, R. (2021). Free small business data and trends. Small Business Administration
<https://www.sba.gov/business-guide/plan-your-business/market-research-competitive-analysis#section-header-5>
(2021, October, 23).
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The data from Fig. 6 showa that the largest share among B2B client is occupied by industrial companies
(32%), and only 5% — by commercial.
The most optimal methods of analyzing the competition policy of an international design and
engineering consulting company are:
index methods (benchmarking, Herfindahl-Hoffman index, Rosenblut index, integral valuation method),
matrix methods (BCG matrix, Ansof matrix, Shell/DPM matrix)
graphical methods (competitiveness radar, profile method, map of strategic groups),
characteristics, advantages and disadvantages of which are given in Table 2.

Table 2

Comparative characteristics of calculation methods for evaluating the competition policy
of a consulting company

by averaging, summing,
multiplying.

competitiveness.

Method Features Advantages Disadvantages
Standardization of indicators 1. Prowde_a_ comparison | 1. The co_mplexny of data collection.
Index of competitiveness factors and of competitiveness 2. There is often the use
: omp L factors. of unsystematic set of factors,
valuation their presentation in the form . - . !
- : 2. Take into account which leads to excessive detail
methods of normalized partial
L - factors that are measured | of some groups of factors and
coefficients of competitiveness. . .
by qualitative methods. | disregard for others.
Summary of partial indicators | 1. Provide a generalized Usually do not take into account
Methods - - - S the advantages of competitors.
. (normalized coefficients, indices) | quantitative assessment
of integrated - . L 2. Unreasonableness
into an integrated indicator of the level of R
assessment of the application of the sum

for the calculation of the integral
coefficient.

Comprehensiv

Calculation (based on the index
method and methods of integrated

factors.

1. Provide a comparison
of competitiveness

of competitiveness

1. Unreasonableness

e evaluation evaluation) of an integrated factors. Fih ieation of th
methods indicator that takes into account | 2. Take into account of the application of the sum
the current competitiveness. | factors that are measured Z%;;?iii?ezﬂfmatlon of the integral
Methods Calcgl_ation of the inFe_grated by qual_ltatlve methqu. 2. Expert methods are often used,
coefficient of competitiveness | 3. Provide a generalized - '
of the theory : Lo which leads to a high degree
f effective on the basis of expert guantitative assessment of subjectivity.
0 " assessment of competitive of the level
competition

Source: developed by the authors.

Today (due to computer implementation) the methods of matrix factor analysis are becoming more
widely used. PCA-PM methods (matrix regression analysis), PLS-PM (Project on Latent Structures Path
Modeling or projection-regression on latent structure) to model the relationships between latent variables,
such as company competition policy are also used®. They analyze large-scale data in a poorly structured
environment.

For a thorough analysis of competition policy, it is expedient to choose an international Canadian
company of technical design and engineering — "Artaflex-Toronto Inc", on the example of which research
and calculations are performed.

First of all, it is essential to assess the impact of suppliers on the competition policy of the consulting
company. The analysis of the probability of strengthening market power, which is carried out mainly by two
means — price and quality, and control over the terms of the agreement by suppliers of the company "Artaflex-
Toronto Inc" are given in Table 3.

The score of almost 53 points is quite significant, which indicates a significant probability of strengthening
the monopoly position of suppliers. That is why "Artaflex-Toronto Inc" should focus on reducing resource
dependence. Particular attention should be paid to the high probability of rising prices for supplies.

! Tlonsuceka, A. (2009). ®opMyBaHHS KOHKYPEHTHOI IIOJITHKH BITAU3HAHUX MiJNPUEMCTB B CYYaCHUX yMOBaX.
Ynpaeninna ma nionpuemnuymeo 6 Yrpaini: cmadii .cpopmyeanusi ma npodaemu possumky. Bicnux Hayionanonozo
yrigepcumemy «JIvgiecoka nonimexwixay, 657, 293-298.

26



EUROPEAN JOURNAL OF ECONOMICS AND MANAGEMENT e Volume 7 Issue 6 2021

Table 3
Competition action analysis of the suppliers of "'Artaflex-Toronto Inc"
Assessment

of the probability Average
No Competitor’s ability of a competition event probability | Weight, | Score
- by experts of the event Wi ViXWi

Vi
1 2 3

1 | Single sales policy by all suppliers 75 60 60 65,00 0,2 13,00
2 | Strengthening the monopoly position of the supplier 10 10 15 11,67 0,1 1,17
3 | Rising resource prices 85 80 85 83,33 0,4 33,33
4 | Decrease in quality of raw materials 20 15 15 16,67 0,2 3,34
5 | Supply limitations 20 15 15 16,67 0,1 1,67
Total X X X X 1,0 52,51

Note. Rating scale: from 0 (weakest impact) to 100 (strongest impact).
Source: calculated by the authors according to the consulting company data®.

"Artaflex-Toronto Inc’s" competition policy should also concentrate on product packaging, since a
significant number of complaints and claims have been obtained from clients who were extremely dissatisfied
with the quality, density and tightness of the packaging. That is why it is rational to test the hypothesis
according to the Kolmogorov-Smirnov criterion about the distribution identity of the variable of the ordinal
type with the maximum deviation of the accumulated relative and theoretical frequencies?.

First, the preferences of 100 respondents over several packaging options with different sizes and
qualities were measured (Table 4).

Table 4

Distribution of the number of respondents who chose different packaging options
of ""Artaflex-Toronto Inc"

Packaging option Result
1 7
2 38
3 26
4 29
Total 100

Source: calculated by the authors.

For samples of more than 35 observations, the null hypothesis should be rejected with a probability
of 10%, 5% and 1%. In this case, the influence of the size and quality of packaging on the formation
of customer preferences with significance levels of 5% and 1% should be taken. As a working hypothesis,
the option "packaging is important when choosing a product” should be accepted. As a null hypothesis —
an alternative assumption: "products with different types of packaging have equal chances (frequencies)
to be selected by customers.” The calculation is given in Table 5 by the following method:

D*n>1,22/7100 with a probability of 1%;

D*n>1,36/N100 with a probability 5%;

D*,>1,63/Y100 with a probability of 10%°.

! Moisuk, E., Gutierrez, M., Brissette, R. (2021). Free small business data and trends. Small Business Administration
<https://www.sba.gov/business-guide/plan-your-business/market-research-competitive-analysis#section-header-5>
(2021, October, 23).

2 Tapkyma, B. O. (2019). CyyacHi MapKeTHHIOB1 iHCTPYMEHTH BILUIMBY Ha IOBENIHKY CHOXKUBaAYA. [HHOSAYIIHULL
PO38UMOK IHOPMAYIUHO20 CYCRINTbCMEA: eKOHOMIKO-YNPABIIHCOLKL, npasosi ma coyiokyabmypHi acnexkmu, 10, 56.

3 Manryp-Uy6ara, O. C. (2015). OpranizamiiiHo-eKOHOMIYHHMIl MEXaHi3M YIIPaBIiHHA PU3UKAMHM 30BHIIIHEOEKOHOMIHOT
JUSUTBHOCTI HIAMPUEMCTBA: ucepmayis Ha 3000ymmsi HAYKO8020 CIMYNeHs KAaHOUOAmMa eKOHOMIYHUX HAYK.
XMeNbHUIBKUI: XMETbHUIBKUI HAIlIOHATEHUHN YHIBEPCUTET.
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Thus, with a probability of hypothesis of 1%, the value is 0.04 <0.122 and with a probability
of 5% - 0.04 <0.136, which means that in this case the size and quality of packaging do not affect
the formation of client preferences when choosing products of "Artaflex-Toronto Inc". The hypothesis
was not confirmed (Table 5).

Table 5
Calculation of differences in the distribution of frequencies of the variable according
to the Kolmogorov-Smirnov system for **Artaflex-Toronto Inc"
Frequencies in the sample Theoretical frequencies
|3-6|
absolute relative accumulated relative absolute relative accumulated relative
1 2 3 4 5 6 7
7 0,07 0,07 25 0,25 0,25 -0,18
38 0,38 0,45 25 0,25 0,5 -0,05
26 0,26 0,71 25 0,25 0,75 -0,04
29 0,29 1 25 0,25 1 0
100 1 X 100 1 X X

Source: calculated by the authors.

By type of information and economic cooperation, "Artaflex-Toronto Inc" operates in the B2B segment
and interacts only with legal entities (Fig. 7).

Hous%hold appliances

Aerospace sector.— 25 ‘ Electronlcs
s ""’20
Road machlnery 15 ~ Climatic equipment
1] ] 5' // AARES
Construction machinery { { { { | Q;. "‘*ﬁﬂ—m Medicine sector
,\‘ \\ v‘\ \‘\ N 2ty "V ', / / / /

Transport (automoblle)

sphere ~_~Enginery

: : ~~~~~ rndustrlal equipment
Office equipment ™. (machines, tools)

Electronic computers

Fig. 7. Areas of activity of the main clients of **Artaflex-Toronto Inc"*,%
Source: formed by the authors according to the consulting company®.

After analyzing the data from Fig. 7, it should be emphasized that the largest share of "Artaflex-Toronto Inc’s"
clients is occupied by medical and military companies (28 and 19%, respectively). Along with this, the aerospace
sector is in demand (15%).

For a thorough assessment of "Artaflex-Toronto Inc’s™ competition policy, it is worth examining
the level of market monopolization. It is essential to calculate the Herfindahl-Hirschman
index (HHI), which is defined as the sum of the squares of the percentages of each market participant?.

1 Moisuk, E., Gutierrez, M., Brissette, R. (2021). Free small business data and trends. Small Business Administration
<https://www.sba.gov/business-guide/plan-your-business/market-research-competitive-analysis#section-header-5>
(2021, October, 23).

2Tynze, T. I1. (2016). ®opmyBanHs (iHAHCOBOT pIBHOBATH ITiMPUEMCTBA; METOIONOTIYHMI aCEKT. AKmyanbii
npobnemu exonomiku, 7 (181), 8-15.
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Thus, the sales volume of "Artaflex-Toronto Inc" and the main competitors with the calculation of market
share in 2020 (with a total market capacity of 1 990 677 thousand US dollars), is given in Table 6. The data
for calculation is from official sources®

Table 6
Annual sales of ""Artaflex-Toronto Inc' and competitors in 2019-2020
Name of consulting Annual sales in 2019, Annual sales in 2020, Market share
company and competitors thousand US dollars thousand US dollars Growth rate,% in 2020,%
"Artaflex-Toronto Inc” 157889 187564 18,79 6,97
Competitor 1 149583 139864 -6,50 5,20
Competitor 2 176503 185980 5,37 6,91
Competitor 3 209425 199074 -4,94 7,40
Competitor 4 227596 239460 5,21 8,90
Competitor 5 149879 154907 3,35 5,75
Competitor 6 216904 210015 -3,18 7,80
Competitor 7 145976 143907 -1,42 5,35
Competitor 8 185609 187900 1,23 6,98
Competitor 9 169086 176908 4,63 6,57
Competitor 10 159074 165098 3,79 6,13

Source: formed by the authors on the basis of the data?.

Itis crucial to calculate the concentration index (CR), which shows the market shares of a given number
of the largest players, and the Herfindahl-Hirschman index for the 10 leading consulting companies.

This example illustrates the shortcomings of the concentration index. The formula
for calculating the Herfindahl-Hirschman index is given below, where Si is the share of each market
participant [11, p. 55].

HHI = YL, S? (1)
HHI = S? + S% + --- + S2 (2)

The four-part concentration indicator (CR4 - Concentration Ratio) is presented below and
in table 7, allowing to assess the degree of market monopolization and is a value inverse to the intensity
of competition.

Table 7
Calculation of concentration ratios of 10 competitors of "*Artaflex-Toronto Inc"
Concentration Calculation of the indicator for 2020 Value
Index CRn
CR3 11,43+10,89+10,52 0,3284 (32,84%)
CR4 11,43+10,89+10,52+9,32 0,4216 (42,16%)
CR6 11,43+10,89+10,52+9,32+8,86+8,49 0,5951 (59,51%)
CR8 11,43+10,89+10,52+9,32+8,86+8,49+7,99+7,93 0,7543 (75,43%)
CR11 11,43+10,89+10,52+9,32+8,86+8,49+7,99+7,93+7,52+7,51+7,33 0,9779 (97,79%)

Source: formed by the authors on the basis of the data®.

! Moisuk, E., Gutierrez, M., Brissette, R. (2021). Free small business data and trends. Small Business Administration
<https://www.sba.gov/business-guide/plan-your-business/market-research-competitive-analysis#section-header-5>
(2021, October, 23).

2 |bid.

3 1bid.
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CRn=Y",S (3)
CR3= S;+S, +S;3 4
Therefore, the calculation of indices showed the following results:

HHI = 7,93% + 7,51% + 8,86 2+ 10,52% + 11,43% + 7,52°+ 10,89% + 7,332 + 9,322 +
+8,49% +7,99°2 =888,72: therefore CR11 = 97,79.

It is extremely rare when absolutely all market participants and their shares are clearly identified.
Thus, for practical application, the formula takes into account the largest players in descending order of their
market share (influence). So, with an arithmetic reduction in the number of market participants, the value
of HHI increases exponentially.

In order to identify competition strategy of an international consulting company of technical design
and engineering, first of all, it is crucial to assess the attractiveness of the strategic zone "Artaflex-Toronto
Inc" by the Delphi method. The assessment of the external environment on a scale from -5 to 5 (Table 8)
showed an overall assessment of changes 4, which indicates a not very positive forecast for increasing
the strategic management area.

Table 8

"Artaflex-Toronto Inc'" Environmental Assessment Scale

Intensity scale
Parameters

-5 -4 -3 -2 110 1

. The growth rate of the industry

. Increasing the number of consumers

1
2
3. Dynamics of market expansion <
4

2
N

L

D)

. The degree of product renewal

. The degree of technology update v

5

6. The level of saturation of demand <
7. Public perception of the product
8
9

. State regulation

¢

>

. Increasing the number of competitors pod

10. The degree of obsolescence of products T

General assessment of changes 4

Source: developed by the authors on the basis of research Yankovy O. G. (2013)™.

To solve the problem of poor quality packaging, it is advisable to use a comprehensive approach
to quality management based on the system of Japanese scientist Kaoru Ishikawa? (Fig. 8). The main feature
of the approach is the participation of employees of all levels of the hierarchy in the management
of packaging quality.

! duxosuit, O. T. (2013). Koukypenmocnpomoxcnicms nionpuemMcmea: oyinka pisHs ma HAnpsamu nio6ueHHs.
Opeca: AtnaHT.

2 Tlonsuceka, A. (2009). @opMyBaHHS KOHKYPEHTHOT MOJIITUKY BITYU3HAHUX MiANPUEMCTB B Cy4aCHUX yMOBaX.
Ynpaeninna ma nionpuemnuymeo 6 Yrpaini: cmadii .cpopmyeanusi ma npodaemu possumky. Bicnux Hayionanonozo
yHieepcumemy «JIvgiecvra nonimexuixay», 657, 293-298.
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Fig. 8. Ishikawa (Herringbone) diagram for ""Artaflex-Toronto Inc"
Source: developed by the authors

In this way, you can get to the root causes of the problem of poor quality packaging, which will
eliminate it at that stage. Systematic internal inspections of the functioning of the packaging quality system,
continuous staff training, wide implementation of statistical control methods are necessary.

To assess the strategic alternatives of "Artaflex-Toronto Inc’s" competitiove policy, it is necessary
to compile a list of key problems of the current market situation and outline the main actions to address
them (Table 9).

Table 9
"Artaflex-Toronto Inc™ Strategic Competition Policy Alternatives
Conditions Wi Actions
Unsatisfactory sunpl » Achieve greater discounts;
o y supply » Achieve better conditions for commodity lending;
conditions at existing 3 S S
strenath » Diversify suppliers;
g » Conclude medium-term and short-term supply contracts.
» Increase the number of sales managers;
. . » Directly link the benefits of sales managers with the level
Low customer orientation ; -
of the consulting company 1 of customer satisfaction; B
» Improve the CRM system to the specifics of
» "Artaflex-Toronto Inc"
. Lack of |dent|f|cat|9n 4 | > Implement a brand management system.
in market (low recognition)
Buyers’ indifference » Informing consumers about real and possible benefits;
to the products 2 | » Repositioning and modification of goods;
of the consulting company » Removal from substitutes.

Source: generated by the authors.

To determine the key vector of competition policy "Artaflex-Toronto Inc” it is advisable to use
the table-test of the German economist Wildeman (Table 10).

The best vector of competition policy for "Artaflex-Toronto Inc" is a focus strategy to gain a strong
niche position, focusing on highly specialized high-quality market segments to create a unique
advantage. However, it is impractical to increase the strategic management area of the company.
To eliminate the identified problems with packaging, it is proposed to use the Ishikawa approach,
the main feature of which is the participation of employees of all levels of the hierarchy
in the management of packaging quality.
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Table 10

""Ardenflex-Toronto Inc™ Competition Policy Table-Test according
to Wildeman’s table-test

The type of competition strategy of the consulting company
Analysed characteristics
Focusing Differentiation Cost Leadership
Variety of products in the . A R
market
Market peculiarities Large market size ¢ . A
Market growth rates A ] ¢
Variability of demand A A .
Costs ¢ ] A
he " Service A [ .
The |.n.1portance 0 Quality . . .
competitiveness factors —
Flexibility A A .
Advancement in innovations A A ]

Note: Symbols: The appropriate factor is important for each type of strategy: ¢ — small;
m —average, A —large.

Source: generated by the authors.

CONCLUSIONS

Increasing the dynamism of competition is a characteristic peculiarity of the modern international
economic environment. Under conditions of permanent change of environmental factors influence and
growth of risks, the question of the analysis of a competition policy of the consulting company
of technical design and engineering taking into account specifics of sphere of activity becomes more
and more relevant.

In the first section the essence of the concept and peculiarities of the competition policy
of an international consulting company was revealed, which, considering the latency and non-immanent
property, can be described as a relative concept that operates not only in a particular market segment, but also
tied to a time interval. Influence factors and key modern IT systems for the competition policy analysis were
considered, and also the block diagram of the competition policy concept of the consulting company
of technical design and engineering was offered.

In the second section the characteristics of the international market of consulting services in the field
of technical design, maintenance and engineering were outlined; the main directions of export of this type of
services (EU countries, USA, Japan, Russia, China, India, Turkey) were determined and it was found that the
import of consulting companies is geographically similar to exports. At the same time, the largest share
among B2B customers is occupied by industrial companies (32%), and only 5% — by commercial. In addition,
the competition policy of an international technical design and engineering consulting company was analyzed
on the example of "Artaflex-Toronto Inc"; the impact of competition action of suppliers on the company’s
activities is calculated, which showed a significant probability of strengthening the monopoly position
of suppliers and the need to reduce the company’s resource dependence due to the high probability of rising
prices of supplies. Areas of activity of "Artaflex-Toronto Inc’s" main clients were also studied;
the Herfindahl-Hirschman monopolization index (HHI) and the level of market concentration are calculated;
the hypothesis of poor quality packaging dependence and sales according to the Kolmogorov-Smirnov
criterion was tested, and was not confirmed.

In the third section, based on the Delphi method and the Ishikawa diagram, the implementation
of a focusing strategy to gain a strong niche position in highly specialized segments of the high quality market
was recommended as a relevant competition policy.
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