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Modelling a competitive field of an enterprise:
A structural approach

Natalya Yu. Yaroshevich

Abstract. The article deals with modelling a competitive field of an enterprise and performs its empirical assessment. The methodological
base includes the theory of industrial organization, the theory of organizational fields and the theory of competitive field. The author proves
that an industrial market can be viewed as a competitive field defined by a firm (or imposed on it), where strategic interaction is realized
within the framework of the status hierarchies of the participating firms. Such an approach allows looking at the market structure and
behaviour of firm in more detail. To characterize a competitive field, the author uses indicators of the market structure, monopoly power
and power asymmetry and substantiates the choice of the indicators for their evaluation. The modified Herfindahl-Hirschman index is
applied for assessing the market structure; the Bain index is utilized to evaluate monopoly power; and its deviation is used to assess power
asymmetry. Based on the combination of the selected indicators, we distinguish between four types of competitive fields and construct
a matrix for determining them. The research presents the empirical testing of the proposed approach using the case study of eight
industries. The findings of the empirical part unveil only three (out of four) competitive fields within the industries under study. A dynamic
analysis shows that all the industries are sustainable oligopolies with a low level of competition. Competitive fields formed in the industrial
markets are some sort of a trap, since they do not encourage industrial enterprises to develop technological and management innovations.
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INTRODUCTION

For any enterprise, competitiveness is one of the most im-
portant characteristics ensuring the implementation of the
strategy and sustainable development of the entire indus-
try. At the same time, the sustainability of an enterprise is
determined not only by the effective use of available re-
sources, production technologies and organizational cul-
ture, but also the capability of a firm to create a space for
effective interaction.

Inter-firm cooperation in the external environment is
among the topical avenues for scientific investigation. De-
termining the market is the main principle underlying the
mechanism of this interaction. The way in which the enter-
prise delimits its sphere of interest, rivals and partners, rules
and standards and business methods influences the depth
of this concept.

The present study aims to perform a theoretical model-
ling and empirical assessment of the functioning of an en-
terprise’s competitive field. To achieve the stated goal, the
following tasks have to be fulfilled:

1) to systematize the approaches to the definition of the
concept of industrial market and a market as a competitive
field, in particular;

2) to conduct modelling and create a typology of an en-
terprise’s competitive field;

3) to carry out an empirical analysis of the special fea-
tures of a competitive field's functioning using the case of
manufacturing industries.

In the current research, we focus on the mechanisms of
interaction between industrial enterprises within their in-
dustrial markets. The object of the study is eight industries
of the real sector of economy.

Manufacturing has always been the backbone of the
Russian economy. Its development stimulates most other
economic sectors to grow. The competitive business mod-
els practiced by industrial enterprises are rather diverse.
The choice of a particular business model is largely depend-
ent on external factors of the industrial market's structure.

INDUSTRIAL MARKET AS A COMPETITIVE FIELD:
CLARIFICATION OF THE CONCEPT

To define industrial market as a competitive field, it is neces-
sary to combine three concepts: the theory of industrial or-
ganization, the theory of organizational fields and the theory
of competitive field.

Within the framework of the theory of industrial organi-
zation, the problem with defining a market is associated with
the definition of the term “industry”.

According to Mason [1939], the term “market” implies the
Marshallian industry, i.e. a census industry that approximate-
ly satisfies product and spatial requirements. The winning ar-
gument was put forward by the English economist Andrews,
who stated that “governments tend to do business using the
terms of industries, businessmen in their considerations pro-
ceedfromindustry conditions,and ourofficial statistics contin-
ue to collect data based on industry definitions, which, if vary
from source to source, are still coherent” [Kamensky, 1909].

Tirole [2000, p. 28] proposed the following definition of
the term “market”: market is well defined, and that it involves
either a homogeneous good or a group of differentiated
products that are fairly good substitutes (or complements)
for at least one good in the group and have limited interac-
tion with the rest of the economy.
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In Abell’s perspective [1990], a market is defined in three
dimensions:

1) what are the needs, functions or combinations of func-
tions that have to be met? (what?);

2) what are the different consumer groups that you need
to satisfy? (for whom?);

3) what are the existing technologies to perform these
functions (how?).

According to the Russian scholars, market implies eco-
nomic relationships built upon market laws and principles
[Raizberg, 2000, p. 241]. Generalizing the concept of market
means combining all elements of the market system in it.
At that, the higher the level of competition in the industrial
markets, the more identical the terms“industry”and “market”
for certain goods and services.

When defining the market within the framework of indus-
try theory, it is possible to combine the market and industry.

Thus, market is a set of enterprises producing goods
similar in terms of their customer orientation while using
much the same technologies and production resources and
competing with each other for selling their products on the
market.

The industrial approach allows classifying market accord-
ing to the level of competition through analyzing the level
of concentration and monopoly power, the severity of entry
barriers and the degree of product differentiation. However,
this approach does not fully disclose the dynamics of an
industry market’s development and the distinguishing fea-
tures of competitive interaction in this market.

A market today is not a static object, but it is considered
“in the state of formation and transformation, when the rela-
tionships of its participants are increasingly mobile” [Radaev,
2010, p. 51.

Dealing with market from the standpoint of the theory
of organizational fields is based on the structuring and in-
stitutionalization of interaction mechanisms in the industry
market. The concept of field is regarded in two possible inter-
pretations: structural and interactionist [Gavetti, 2012, p. 267;
Zhang, Gao, 2014, p. 2471.

The ideologist of the structural approach is P. Bourdieu,
who stated that market was a part of the social space and a
result of the mutual positioning of enterprises belonging to
the same sector or industry, but differing in the volume and
structure of their capital [Bourdieu, 2005, p. 147].

At the same time, capital refers to economic capital,
which is also heterogeneous and includes financial, techno-
logical, organizational and trading capital. Within the struc-
tural concept of the field, the distribution of capital forms its
structure, which, in turn, determines the barriers to entry and
the opportunities for economically profitable activity.

According to Bourdieu [2005, p. 149], the main factor is
the market share of an enterprise; the competitive interac-
tion happening in the market is determined precisely by
the structure of the field and the market power of individual
firms. He states that the dominating position in the structure
makes it possible for the leading firms to establish the order
and the rules of the game and its limits. By the very fact of

their existence, which is equal in strength to their actions,
market leaders can change the entire environment of other
companies and the system of current restrictions.

The interactionist approach of the organizational field
theory developed by Neil Fligstein is premised on the inter-
action of firms as the main structural factor. Fligstein [2002]
argues that fields are institutionalized interaction arenas
where actors with different organizational capabilities build
their behavior towards each other.

Combining these two approaches, we can conclude that
in both cases, market participants are differentiated, and the
process of their interaction reproduces relatively stable sta-
tus hierarchies within the framework of the industry market.

Thus, the main characteristics of the industry market
within the framework of the theory of organizational fields
are indicators characterizing the structure, monopoly power
and stability of the current power hierarchy.

The theory of the competitive field is a logical comple-
ment to the approach to defining the market within the
framework of the theory of organizational fields.

Within the confines of the theory of the competitive field,
there are a multitude of synonyms of this term, e.g. a play-
ing field of competitors [Adikesavan, 2014, p. 372], a firm'’s
competitive space [Porter, 2005, p. 113], competitive arena
[Liu, Li, 2005, p. 64], competitive market map [Hughes, 1999,
p. 822].

Rubin [2014, p. 124] offers the most complete descrip-
tion of a competitive field. This is the means of competitors’
interaction used in a particular market. Rubin compares a
competitive field with a football one: “Football teams com-
pete either on the home field (a stadium owned by one of
the clubs or located at its base site), or on a foreign turf (an
opponent’s stadium)”.

On the home field, a firm sets out its own rules and the
game strategy, and on the foreign turf, it chooses competi-
tive tools that ensure confrontation to be productive. Choos-
ing the “right” competitive field will produce better economic
results for a firm in comparison with its rivals.

The concept of a competitive space of a firm framed by
Karpov is a synonym of the competitive field. A competitive
space of a firm refers to a variety of choices that are available
and effective for a firm [Karpov, 2008, p. 252]. The number
and composition of participants of the competitive field are
determined by the level of their monopoly power. Using the
traditional microeconomic approach, a competitive field can
be depicted as a diagram whose upper limit is the demand
curve and the lower limit is the average cost curve. The area
of such a diagram displays the variety of available and effec-
tive choices of “price-output” for the company in the prevail-
ing industry market conditions.

The stronger the firm's monopoly power in the market,
the less its competitive field and the greater the opportunity
to shape the strategic behavior of competitors.

Thus, a competitive field is a part of the market delimited
by the firm (or imposed on it in accordance with its market
position), where it is able to fully realize its monopoly power
and competitive advantages. Monopoly power and power



asymmetry are the central parameters for evaluating a com-
petitive field of a firm. Table 1 presents the integration of
these three approaches.

If combine all the three approaches, an industry market
can be viewed as a competitive field determined by the firm
(or imposed on it), where strategic interaction is realized
within the framework of member firms'status hierarchies.

TOOLS FOR ANALYZING THE STRUCTURE
ENTERPRISE'S OF AN COMPETITIVE FIELD
A competitive field is the external environment, in which an
enterprise operates. On the one hand, the field’s structure
is predetermined by the behavior of its participants. On the
other hand, it is formed under the influence of their behavior.

Manufacturing industries manage to combine classical
patterns and specificity of the development.

When interpreting a market as a competitive field, a num-
ber of indicators need to be identified. These are indicators
of the market structure, monopoly power and power asym-
metry.

Heterogeneity of market participants’ position, i.e. the
concentration level, is one of the most important indicators
of the structure. It reflects not only the degree of concentra-
tion or monopoly power within the field where industrial
enterprises operate, but the field’s size as well. For instance,
it allows identifying market leaders, their number and mar-
ket share. Nowadays, researchers [Sherer, Ross, 1991, p. 58]
use a variety of concentration indicators: the concentration
ratio, the Herfindahl-Hirschman index, the Hall-Tideman in-
dex, market share dispersion, etc. Within the scope of the cur-
rent study, it is expedient to use the Herfindahl-Hirschman
index and the concentration ratio. The former makes it pos-
sible to determine the level of the environment’s heteroge-
neity, and the latter establishes the presence of leaders, their
share and the size of the competitive field.

The Herfindahl-Hirschman index is calculated using the
following formula:

n
HHI = Zq%l
i=1 (1)

where q; is a firm’s market share; n is the number of firms
functioning the industry under consideration.
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The heterogeneity of the industry market's environment
can be evaluated using the modified Herfindahl-Hirschman
index:

_ 2, 1
HHI = no +z, (2)

where o2is market share dispersion.
The concentration ratio is calculated by formula:

n
CR.= ) a,,
i=1

where nis the number of market leaders in the industry.

To evaluate market shares, it is possible to use various
indicators of enterprises performance, such as sales volume,
profit, etc.

To assess a competitive field, we should set the values of
these coefficients.

In order to assess the presence of a competitive field in
the industry market, the Herfindahl-Hirschman index is nec-
essary to be calculated.

If its value varies from 1000 to 1800, the concentration
level is average and a competitive field is wide; if the value is
over 1800, this indicates a high level of concentration and a
narrow competitive field. The values of the concentration ra-
tio will complement this assessment. The concentration ratio
is calculated for the leading companies; there may be three,
five, eight, twelve of them. Hence, the indicator’s value will
characterize the size of the competitive field. The higher the
concentration ratio, the narrower the competitive field in the
industry under review.

The next step in analyzing a competitive field is to evalu-
ate the level of monopoly power of the companies operating
there. The Bain index is one of the most widespread indica-
tors used to determine monopoly power [Sherer, Ross, 1991,
p. 60]. It shows a firm’s economic profit per one ruble of its
own invested capital:

(3)

P,— P,

Fc ! 4)
where P, is accounting profit; P, is normal profit; F, is a firm's
own capital. If the Bain index is greater than one, it means
that the competition in the market is tough and firms active-
ly use strategic and marketing tools to maintain monopoly

power and high investment attractiveness.

B =

Table 1 — Approaches to the definition of market
Tabnumua 1 — lNoaxoAkl K onpeaeneHuio pbiHKa

Characteristic Theory of industrial organization

Theory of inter-organizational fields

Theory of competitive field

of the evaluation

Market A set of enterprises producing goods | Institutionalized interaction arenas |Part of the market delimited by the
similar in terms of their customer ori- | where actors with various organiza- | firm (or imposed on it in accordance
entation while using much the same | tional capabilities build their behavior | with its market position), where it is
technologies and production resourc- | towards each other able to fully realize its monopoly power
es and competing with each other for and competitive advantages
selling their products on the market

Object The number and scale of firms Interaction between firms Interaction between firms, hierarchi-

cal interaction

Evaluation pa- Market structure

rameters

The size of firms, monopoly power

Monopoly power, power asymmetry
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It is also expedient to assess not only the Bain index for
market leaders, but also the variation of its values using the
deviation formula:

Z Us—T5)

O-IB n !

(5)

where Iy is the Bain index for a particular firm; T, is the
average Bain index calculated for a given competitive field;
n is the number of firms in a competitive field.

The high value of the index among market leaders sig-
nifies that there is power asymmetry within the competi-
tive field, which makes it possible to identify the companies
forming the competitive field and those adapting to it. In the
future, this will clearly define the boundaries of the competi-
tive field of a specific industry market.

Thus, depending on the combination of the above-men-
tioned indicators, we can distinguish between eight types of
competitive fields that differ in the size, competitive inten-
sity and the dominance of leaders. Figure 1 demonstrates
the classification scheme proposed and used by the author
to evaluate competitive fields.

Table 2 presents eight types of competitive fields. The
classification uses qualitative characteristics of selected in-
dicators. If the Herfindahl-Hirschman index is greater than
1000, it shows that there is a competitive field in the market.

Table 2 — Types of competitive fields
Tabaunua 2 — Turbl KOHKYPEHTHOMO NoAs

Types CR, Iy T
of competitive

fields High | Low | High | Low | High | Low
First + - + - + —
Second + - + - - +
Third + - - + _
Fourth + _ _ _ +
Fifth - + _ T _
Sixth - + - +
Seventh - + _ + _
Eighth - + _ _ N

Note. The “+” symbol means the presence of the sign; the “-”
symbol means its absence.

The value of the concentration ratio, calculated for eight
largest firms in the industry, will determine its size. If the ratio
is above 50%, a competitive field in the industry market is
narrow with obvious dominant firms.

With the Bain index greater than one, the market is char-
acterized by an intense competition, which implies the active
use of marketing and strategic tools. Complementing the
calculation with an indicator of the standard deviation of the
Bain index, with the value greater than one, we can state that
there is a clear leader forming a competitive field.

Let us briefly describe the distinctive features of the iden-
tified types of competitive fields.

All the market under consideration are oligopolies. The
analysis carried out according to the presented indicators
makes it possible to determine oligopolies, which represent
the objective state of the market, i.e. associated with the
technological specificity of production and the geographical
spread of the markets, and oligopolies formed by the com-
petitive behavior of firms in the given industry market.

The first four types will be characterized by a high value
of the concentration ratio and, accordingly, a narrow com-
petitive field. High values of the Bain index (the first and sec-
ond types) show the presence of competition between firms.
At that, the high value of the Bain index deviation (the first
type) indicates the presence of a dominant firm and the com-
petitive field it forms. The second type is described by a low
value of the indicator and can point to the equilibrium state
in the competitive field, which can be explained by the pres-
ence of a tacit collusion.

The low value of the Bain index (the third and fourth type)
exhibits the absence of competition, which is most likely due
to the technological peculiarities of industrial production (for
example, narrow specialization). The same is typical of the
seventh and the eighth types. Hence, such types cannot be
regarded as a competitive field.

As for the fifth and the sixth types, low values of the con-
centration ratio will correspond to a wide competitive field,
and high values of the Bain index and its standard deviation
will indicate the presence of severe competition and the
dominant leader forming the field.

This allows us to design a matrix for defining a competi-
tive field (Fig. 2).

The proposed classification is rather conditional and does
not allow one to fully describe the diversity of the competi-
tive interaction between companies in industry markets.
However, this approach is useful, since it allows firms to de-
termine their relevant business strategies and specific be-
havior models.

Consider this approach when assessing the specificity of
industry markets of the Russian economy.

| Selected classification characteristics of a competitive field |

P v N
| Size of a competitive field || Competitive intensity || Dominance of leaders |
¥ P

| Recognizing the types of competitive fields |

Fig. 1. Classification of competitive fields

Puc. 1. Knaccupukaums KOHKYPEHTHOIO MOAS
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3]
Size of a competitive field s
Narrow Wide ‘?i
The number of firms — from 3 to 5; The number of firms — 5 or more; i
g |3 one obvious dominant leader; several obvious dominant leaders (from 1 to 3); -
= £ condition to gain the competitive advantage — condition to gain the competitive advantage — :
= o . . . . . w
€|« a corporate strategy and innovation development; corporate strategies and innovation development; g
g long-term leadership short-term leadership z
E - The number of firms — less than 5; ) . E
T @ . . . ) The number of firms — 5 or more; S
> | B8 dominance of participants is due to technological I ; . ) . g
3| 3 e . o . . coordination behavior mechanisms in the market; ")
S or institutional particularities of the industry; . : L &
< ; ) impaired market coordination Z
a time-stable field w
Fig. 2. Matrix for defining a competitive field e
Puc. 2. Matpu1ua onpeaereH1si KOHKYPEHTHOIO MoAst
CONSTRUCTING AN INDUSTRIAL ENTERPRISE’S dustries is low. The actual limits of a competitive field should
COMPETITIVE FIELD be assessed by analyzing the concentration ratio in dynam-

For the purposes of the given study, we concentrate on eight  ics, for each industry individually.
industries with the HHI value more than 1000. The sample in-
cludes the industries related to the real sector of economy
which are analysed within the country boundaries. The data
were retrieved from SPARK-Interfax database.

Table 3 shows the data on the selected industries. All the
selected industries are oligopolies. Most industries demon-
strate the average HHI value; the only industry with the high
value of the index is manufacturing products using powder
metallurgy. At the same time, none of the industries exhibits
the Bain index value greater than 1, which means that, de-
spite high values of the concentration ratio, its intensity in in-

Industry 24.10. Iron, steel and ferroalloys production

We calculate the concentration ratio for three, eight and
twelve largest firms in the industry, as well as the Bain in-
dex and its deviation in dynamics for 16 years — from 2000
t0 2016 (Table 4).

The values of the concentration ratios show that a com-
petitive field is limited at the level of three largest compa-
nies of the industry, which determine the intensity of com-
petition. At that, the change in the values of the Bain index
and its deviation is insignificant but positive, which indicates
a trend towards a growing competition in the market.

Table 3 — Descriptive characteristics of the industry sample
Tabnuua 3 — OnucaTtesibHble XapaKTepPUCTUKN OTPAC1€BOM BbIGOPKH

g Number Number of companies in the industry
OKVED . o .
No. code Industry Main activities of companies
intheindustry | HH/ CRg Ig Ol
1 | 24.10 |lron, steel and ferroalloys Production of foundry and mirror
production ca.st iron in ingots, blocks or other 815 1095 773 0.37 0.48
primary forms, ferroalloys, steel
products, etc.
2 |25.50.2 | Manufacturing products using | Manufacturing products using 59 3802 90.4 027 | 0183
powder metallurgy powder metallurgy
3 | 30.11 |Construction of ships, vessels | Construction of ships and
and floating structures vessels: passenger, cargo,
tankers, icebreakers, gas carriers, 1161 1436 80.0 0.04 | 0.182
reefer ships, tugboats, pushers,
etc.
4 122.19.3 | Manufacture of other rubber Manufagturlng rubber materials 230 1440 720 | 0356 | 0.314
products for repair
5 | 28.13 |Manufacture of other pumps | Manufacture of air or vacuum
and compressors pumps, air or other gas 276 1056 63.5 0.08 0.04
compressors, etc.
29.10.2 | Car production Car production 50 1608 919 | 0.209 | 0.14
7 28.3 | Manufacture of machinery Manufacture of machinery and
and equipment for agriculture | equipment for agriculture and 786 1060.82 | 63.50 0.6 1.03
and forestry forestry
8 24.2 | Manufacture of steel pipes, Manufacture of steel pipes,
hollow profiles and fittings hollow profiles and fittings 424 1003.2 | 684 | 0136 | 0.152

1 OKVED - Russian National Classifier of Types of Economic Activity.
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Table 4 — Values of the concentration ratio, the Bain index
and its deviation for the Industry 24.10 for 2000-2016

Tabaunua 4 — 3HaveHUs1 KOIPPULIMEHTA KOHLIEHTPALIMH,
KoagpouumeHTa beriHa n ero 0TKIOHeHMs Ans oTpacan 24.10
3a2000-2016 rr.

Table 6 — Values of the concentration ratio, the Bain index and
its deviation for the Industry 30.11 for 2000-2016
Tabaunua 6 — 3HavyeHUs1 KOIPPULIMEHTA KOHLIEHTPALIMH,

KoagpouumeHTa beriHa u ero 0TKI0HeHMs Ans oTpacan 30.11
32 2000-2016 rT.

Thus, the industry of iron, steel and ferroalloys produc-
tion can be classified as the third type of competitive field.

Industry 25.50.2. Manufacturing products

using powder metallurgy

Table 5 presents the dynamics of the concentration ratio for
three, eight and twelve largest firms on the industry under
study, as well as the Bain index and its deviation for 16 years
—from 2000 to 2016.

Table 5 — Values of the concentration ratio, the Bain index and
its deviation for the Industry 25.50.2 for 2000-2016

Tabauua 5 — 3HavyeHUs1 KOIPPULIMEHTA KOHLIEHTPALIMH,
KoagouumeHTa beriHa u ero 0TKI0HeHMs A4ns oTpacin 25.50.2
3a2000-2016rT.

Indicator 2000 2005 2010 2015 2016
CR, 90.0 85.3 78.4 68.1 79.0
CRg 96.9 98 94,2 85.7 90.4
CR,, 96.9 98 96.8 91,6 94.6
Ig 0.41 0.252 0.073 0.28 0.27
Olg 0.89 0.275 0.05 0.199 0.183

A dynamic analysis of the concentration ratios calculated
for three, eight and twelve companies in the industry displays
a high level of competition at the level of three companies;
the values of the Bain index and its deviation are very low.

Thus, for the market for products manufactured using
powder metallurgy, the formation of a competitive field also
occurs at the level of three leading companies, but the inten-
sity of competition is low. The competitive field of this indus-
try market belongs to the third type.

Industry 30.11. Construction of ships,

vessels and floating structures

Let us analyze the dynamics of changes in the concentration
ratio and the Bain index for the industry of ships, vessels and
floating structures construction (Table 6).

The analysis allows determining the boundaries of the
competitive field at the level of the first three companies.
Low values of the Bain index and its deviation indicate the
absence of competitive behavior in the industry market.
Therefore, the competitive field of the industry of ships, ves-
sels and floating structures construction can also be included
in the third type.

Indicator | 2000 | 2005 | 2010 | 2015 | 2016 Indicator | 2000 | 2005 | 2010 | 2015 | 2016
CR, 649 | 574 | 513 | 536 | 530 CR, 775 | 732 | 558 | 501 | 62.20
CRg 885 | 844 | 795 | 783 | 77.3 CRy 882 | 847 | 830 | 768 | 80.0
CR,, 933 | 897 | 860 | 841 | 841 CR,, 882 | 86.7 | 89.7 | 862 | 8658
Iy 0.417 | 0490 | 0.85 | 0211 | 0.378 Iy 02 | 0103 | 065 | 0023 | 04
Oig 047 | 018 | 008 | 015 | 048 Oig 0176 | 0.368 | 0.87 | 004 | 0.182

Industry 22.19.3.

Manufacture of other rubber products

Table 7 provides the dynamics of the concentration ratio, the
Bain index and its deviation for the period of 2000-2016.

Table 7 — Values of the concentration ratio, the Bain index and
its deviation for the Industry 22.19.3 for 2000-2016

Tabamua 7 — 3Ha4eHUs1 KOagMUMEHTa KOHLEHTPaLMH,
KoagpouumeHTa beriHa u ero OTKI0HeHNS AN oTpacan 22.19.3
3a nepnoa ¢ 2000-2016 rr.

Indicator | 2000 | 2005 | 2010 | 2015 | 2016
CR, 942 | 934 | 753 | 601 | 56.0
CRg 9425 | 972 | 868 | 738 | 720
CR,, 9425 | 972 | 930 | 797 | 80.0
Iy 026 | 022 | 0252 | 0361 | 0.356
Oig 023 | 04 | 025 | 0425 | 0.314

Over the period under review, the concentration ratios
calculated for the three largest companies in the industry de-
creased by 38%; the competitive field’s boundaries did not
widen staying at the level of the first three companies. Low
values of the Bain index and its deviation indicate the lack of
competition in the industry. The given market belongs to the
third type of a competitive field.

Industry 28.13.

Manufacture of other pumps and compressors

Let us perform a dynamic analysis of the market for pumps
and compressors and determine the limits of its competitive
field (Table 8).

Table 8 — Values of the concentration ratio, the Bain index and
its deviation for the Industry 28.13 for 2000-2016

Tabnmya 8 — 3HadyeHUss KO3AYOULUMEHTa KOHLIEHTpaLuH,

KoapouLmeHTa beriHa n ero OTKIOHeHMs A oTpacan 28.13
3a2000-2016 rr.

Indicator | 2000 | 2005 | 2010 | 2015 | 2016
CR, 570 | 480 | 447 | 435 | 429
CRg 747 | 717 | 717 | 664 | 635
CR,, 811 | 805 | 8.7 | 793 | 708
Iy 047 | 0431 | 047 | 0.062 | 0.08
Oig 035 | 006 | 003 | 005 | 004




The dynamic analysis of the concentration ratios for three,
eight and twelve largest companies in the industry leads to
the following conclusions: the level of concentration in the
industry is gradually decreasing; the borders of the competi-
tive field match the level of the first eight companies.

Low values of the Bain index and its deviation indicate
the absence of competition in the market. Accordingly, the
existing structure of market leadership stems from the insti-
tutional and technical peculiarities of the industry. The com-
petitive field of the industry belongs to the third type.

Industry 29.10.2. Car production

Look at the dynamics of the concentration ratio for three,
eight and twelve largest firms in the analyzed industry, as
well as the Bain index and its deviation for 16 years - from
2000 to 2016 (Table 9).

Table 9 — Values of the concentration ratio, the Bain index and
its deviation for the Industry 29.10.2 for 2000-2016
Tabauua 9 — 3HavyeHUs1 KOIPOULIMEHTA KOHLIEHTPALIUH,

KoagouumeHTa beriHa 1 ero 0TKI0HeHMs Ans otpacan 29.10.2
3a2000-2016 rr.

Market Development: A Management Aspect

The values of the concentration ratios show that the com-
petitive field is limited by the level of eight largest companies
of the industry. These eight companies determine the inten-
sity of competition. At that, the change in the Bain index is
insignificant. Unlike the aforementioned markets, this one
demonstrates high values of the Bain index deviation, which
indicates that companies have competitive advantages that
allow them to hold the leading position. Thus, this type of a
competitive field can be attributed to the third group.

Industry 24.2. Manufacture of steel pipes,

hollow profiles and fittings

Let us analyze the dynamics of the examined parameters for
the industry of steel pipes, hollow profiles and fittings for the
period from 2000 to 2016 (Table 11).

Table 11 - Values of the concentration ratio, the Bain index and
its deviation for the Industry 24.2 for 2000-2016

Tabamua 11 — 3HayeHuss KOapPULMEHTa KOHLIEHTPaLUK,
KoagpouumeHTa berHa v ero oTKIOHEHUS A5 oTpacan 24.2
3a2000-2016 rr.

The values of the concentration ratios and their dynamics
prove that a competitive field is time-stable and its bounda-
ries match the level of three largest companies. At that, low
values of the Bain index and its deviation indicate the ab-
sence of competitive behavior among the leading compa-
nies. Such a competitive field is narrow and adopted and can
be included in the third type.

Industry 28.3. Manufacture of machinery

and equipment for agriculture and forestry

Similarly, we analyze the dynamics of the concentration ratio
calculated for three, eight and twelve largest companies in
the industry; the Bain index and its deviation for the period
from 2000 to 2016 (Table 10).

Table 10 - Values of the concentration ratio, the Bain index and
its deviation for the Industry 28.3 for 2000-2016
Tabmua 10 — 3HayeHus1 KoapPULIMEHTa KOHLIEHTpaLuK,

KoagpouumeHTa berHa u ero oTKI0HEHUS A5 oTpacan 28.3
3a2000-2016rr.

Indicator 2000 2005 2010 2015 2016
CR4 50.2 48.8 46.4 42.2 43.3
CRg 68.8 67.4 65.4 62.1 63.5
CR,5 75.2 72.6 70.8 70.2 70.0
Ig 0.82 0.58 0.68 0.7 0.6
Oig 0.68 0.73 0.8 1.01 1.03

Indicator 2000 2005 2010 2015 2016

Indicator 2000 2005 2010 2015 2016 CR, 56.1 53.3 51.2 46.8 47.2

CR, 71.4 70.1 68.1 61.4 62.0 CRg 75.6 72.1 70.4 68.8 68.4

CRg 93.0 92.0 92.7 87.6 91.0 CR,, 79.3 75.6 73.2 71.3 70.4

CR,, 98.8 98.4 98.7 98.0 98.3 Ig 0.45 0.62 0.42 0.125 | 0.136

I 0.32 0.24 0.19 0.36 0.209 Olg 0.52 0.036 0.13 0.04 0.152
Oig 0.18 0.13 0.253 0.65 0.14

A dynamic analysis of the concentration ratios of the
largest firms in the industry under review exhibits a positive
trend in the development of competition in the market; the
main competitive field is formed at the level of eight larg-
est companies. Low values of the Bain index and its deviation
signify the absence of competitive behavior in the industry.
The firms operate in a wide and adopted competitive field,
which corresponds to the fourth type.

The analysis performed allows us to construct a matrix of
the selected industries’ competitive field (Fig. 3).

The constructed matrix displays that most industries be-
long to the third type of competitive fields. In Russia, there
are no industries of the first type.

The data obtained allow us to draw the following conclu-
sions:

1) the research findings reveal that the level of compe-
tition development in industry markets is low. Despite high
levels of concentration, competitive behavior in such mar-
kets was absent throughout the entire period under study;

2) the established market structures are time-stable; in-
dustry leaders do not change. Such sustainability is a con-
sequence of the technological and geographical location
of the industry and the formed institutional environment,
rather than competitive behavior;

3) the existing competitive fields in most cases are adopt-
ed, but not formed, which also confirms the conclusion
about low competition even in oligopolistic markets, which,
accordingly, does not encourage enterprises to improve the
quality of products and develop innovations.
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Size of a competitive field
Narrow Wide
el
. GE) _ 28.3. Manufacture of machinery and equipment for agricul-
g | o ture and forestry
o [N
=
€ 29.10.2. Car production.
§ g 28.13. Manufacture of other pumps and compressors.
© | & | 30.11. Construction of ships, vessels and floating structures. . ) "
— o
% S | 25.50.2. Manufacturing products using powder metallurgy. 24.2. Manufacture of steel pipes, hollow profiles and fittings
- | < 24.10. Iron, steel and ferroalloys production.
22.19.3. Manufacture of other rubber products
Fig. 3. The matrix of Russian industries’ competitive fields
Puc. 3. MaTtpuLia KOHKYPEHTHbIX MOAEH 0TpacAek MPOMbILUAEHHOCTH Poccuu
CONCLUSION

A firm’s behavior is much dependent on the peculiarities of
the industry market where it operates. The market structure
is predetermined by a multitude of factors and the standard
approaches cannot always describe it fully and accurately.
The approach developed by the author makes it possible to
characterize it through not only structural, but also behavio-
ral assessments. The dynamic analysis of the concentration
ratio, the Bain index and its deviation allowed revealing four
types of competitive fields in oligopolistic markets.

The empirical analysis of eight Russian industries showed
that all the selected industries are sustainable oligopolies.
High levels of concentration, their stable values in dynam-
ics prove that the existing market structures are fully formed.

Low values of the Bain index and its deviation in most cases
confirm that competition in the markets is weak.

Considering the trends observed in the studied markets,
significant shifts in the development of the analyzed indus-
tries are hardly expected. The competitive fields formed in
the industry markets are a kind of “trap” because they do not
encourage companies to use technological and managerial
innovations and develop competitive behavior.

The research can be developed further through expand-
ing the boundaries of the markets under consideration. The
given research can be of special interest for industrialists and
government structures when developing strategies and gov-
ernment industry policy. m
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MOAGHMPOBQ’HME KOHKYPEHTHOro nonsa npeanpuaTtua.
CTPYKTYPHbIN noaxoAa
H.10. ApoweBuu

Annotauma. CraTbs NOCBSLLEHA MOLENMPOBAHUIO U AMNUPUHECKON OLEHKE GYHKLMOHUPOBAHWUS KOHKYPEHTHOMO NOAS NPEANnpPUATUS.
MeToponornyeckas 6asa vccnefoBaHWs OCHOBaHa Ha BRIKOYAET: TEOPUM OTPACEBbIX PbIHKOB, TEOPUM OPraHW3aLLMOHHbIX NOEV U TEOPUH
KOHKYPEHTHOrO nonst. [lokazaHo, YTo OTPacieBOM PbIHOK MOXHO paccMaTpuBaTh Kak KOHKYPEHTHOE Moe, onpeaeneHHoe Gupmon (Mnm
HaBsi3aHHOe eN), rae peannayeTcs CTpaTerniyeckoe B3auMOLENCTBME B pamMmKax GOPMUPYEMBIX CTATYCHbIX MepapXxui GUPM-YHaCTHUKOB.
Takon noaxof No3BoNsET 60MEE MOMHO YYECTb U CIIOMKMBLLYIOCS Ha PbIHKE CTPYKTYPY, U noBejeHne dupMbl. [N XapaKTepUCTUKM KOH-
KYPEHTHOIO Nons NPeoKeHo UCMOob30BaTh NMOKa3aTeNn CTPYKTYPbl PbiHKA, MOHOMO/bHOW BAACTU 1 BNACTHOM acuMMeTpUU. ABTOPOM
060CHOBaH BbIGOP NoKa3aTeNen A1 UX OLIEHKW. 1151 OLIEHKM CTPYKTYPbI PbiHKa BbiGpaH MOAMMULMPOBaHHbIN MHAEKC XepduHAans-Xmpll-
MaHa; 4151 MOHOMOMbHOW BNlacTv — UHAEKC berHa; and BnacTHOM acCMMMETPUM — ero OTKNIOHeHKWe. Ha OCHOBaHWMU COYETAHUA 3HAYEHUI
BblGPaHHbIX NOKasaTenew BblAeNeHbl YETbIPE TUMa KOHKYPEHTHOMO NOMSA U MOCTPOEHa MaTpuLa ONpeaeneHNUs KOHKYPEHTHbIX Nonen. Imnu-
puyecKkas anpobaLus NPeLOKEHHOro NoAXoAa NPoBoAUIach Ha NpuMepe 8 oTpacnien NPOMbIWAEHHOCTU. Pe3ynsTaThl SMNUPUYECKOM Ya-
CTU UCCNEAOBAHWUS MO3BOUAM BbISIBUTb TOSIbKO TPM TUMA (M3 YETbIPEX) KOHKYPEHTHOIO NONS B UCCNIEAYEMbIX OTPACIAX NMPOMBbILLIEHHOCTH.
[MHaMWUYeCcKnit aHann3 oTpacnei nokasal, YTo BCe OHU ABAAIOTCS YCTOMYMBLIMU OIUTOMNOANSMU C HU3KUM YPOBHEM Pa3BUTUS KOHKYPEH-
Lnn. CHopMUPOBaBLUMECH Ha OTPACNEBbIX PbIHKaX KOHKYPEHTHbIE NONS ABNSIOTCS CBOEOOGPA3HOM «I10BYLIKOW», TaK KaK He CTUMYNMPYIOT
MPOMbILUNEHHbIE NPEANPUATUS K PA3BUTUIO TEXHONOTUYECKMX U YIPaBIEHYECKMX MHHOBALWM. [TpEIOKEHHbIN aBTOPOM MOAX0] ABNSETCS
YHUBEPCANbHbLIM 1 MOXET GbITb UCNOb30BAH N1 ONPEAENEHNS KOHKYPEHTHOMO NOAS Ha LPYruxX OTPacieBbIX PbIHKaX.
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