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Urgency of the research. In the conditions of slow eco-
nomic growth followed by decrease of buyers’ purchasing
power the problem of competitive strategies development
and their implementation assumes a particular importance.

Target setting. Cost leadership as a competitive strate-
gy provides industry leaders with more favorable competitive
position in the realities of Ukraine. For a number of compa-
nies following the differentiation strategy, it is necessary to
identify a set of decisive competitive advantages that would
be different from pricing methods and represent value for the
consumers.

Actual scientific researches and issues analysis. As
a development of classic foreign theoretical works on strate-
gic planning of M. Porter, Ph. Kotler, D. Cravens and
M. McDonald, the problem of strategies’ development is
studied by such Ukrainian scientists as Bay S. I., Karakay
Yu. V., Shershnova Z. Ye. Artemenko L. P. and others. The
problem of retail market development is studied by such
scientist as Mazaraki A. A., Didkivska L. I., Tochylii V. O.,
P’iatnytska G.T. and others.

Uninvestigated parts of general matters defining.
Available quantitative and qualitative features of non-price
factors that determine customer-buying process do not take
into account the specificity of the Ukrainian consumer market.

The research objective. To identify priority areas for
strategic marketing analysis that would take into account the
current state of the industry and market. To explore and
define the features of the development of competitive strate-
gies, their disadvantages and advantages in the conditions
of high degree of uncertainty and variability of the business
environment.

The statement of basic materials. In the conditions of
modest economic growth low price remains the most im-
portant competitive advantage factor in FMCG retail market.
Larger market shares and the continuing growth of leading
companies by expanding are indicators of the competitive
strength of companies following cost leadership strategy.
Market re-partition and increasing intensity of competition
between existing firms are observed.

Conclusions. A proper study of consumer preferences
with regard to alternative retail channels and non-price fac-
tors of competitive strategies will ensure the improvement of
enterprises’ competitiveness in the industry.
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183

YK 658.821:330.366

0. B. Can, k. e. H.,
I. M. CeBpyK, K. €. H.,
l0. M.TyHiubKa, K. €. H.

KOHKYPEHTHI CTPATETI B FANYy3l|
PO3APIGHOI TOPTIBII: PO3POBKA TA
PEANI3ALIA B YMOBAX NMOBIIbHOIO

EKOHOMIYHOIO 3POCTAHHSA

AkmyanbHicmb memu docnidxeHHsi. B ymosax nomi-
PHO20 EKOHOMIYHO20 3POCMaHHs, WO Cyrnpo8odXyembcs
3HUXEHHSIM KyrigernbHOI CIIPOMOXHOCMI HaceneHHs1 ocobru-
80i 8azu Habysae numaHHs po3pobku ma peasnidauii KOHKY-
peHmHux cmpameeil nionpuemcme po30pi6Hoi mopeaieri.

lMocmaHoeka npobnemu. KoHkypeHma cmpameaisi
3HWXEHHS eumpam ma UiH 3abesnedye binbw crpusimiugy
KOHKYpeHmHy no3uuito 8 pearnisx YkpaiHu ons nidepie 2any-
3i. [Ina HU3ku mux nidnpuemcms, wo cnidyroms cmpameaii
OughbepeHuiauii, HeobxiOHO iBeHmugikysamu Habip supiwa-
JIbHUX KOHKYPEHMHUX repesae, 8iOMiHHUX 8i0 UiHOBUX Me-
modie ma mMaroyux UiHHicme 071 crioxueaya.

AHani3z ocmanHix docnidxeHb i ny6nikauyili. B pos-
8UMOK K/1aCuYyHUX 3aKkopOOHHUX rfpaub 3 meopii cmpameai-
4YHo20 nnaHysaHHss M. lNopmepa, ®. Komnepa, [. KpaseHca
ma M. Mak[oHanb0a, numaHHs ¢hopmysaHHs cmpameail
docnidxyrome maki 8im4u3HsiHi 84eHi, sk bal C. I., Kapakaul
1O. B., llepwHbosa 3. €., Apbmemenko J1. 1. ma iHwi. Bu-
B8YEHHSIM NMuUmMaHHs po3suUmKy po30pibHoi mopeieni 3alima-
rombcsi maki 84eHi ekoHomicmu sik, Masapaki A. A., Liokie-
cbka Jl. I., Toyunit B. O., [MamHuubka . T. ma iHwWi.

BudineHHs1 HedocnideHUx YacmuH 3a2asibHol npo-
6nemu. HasisHi KinbKicHi ma SIKICHi xapakmepucmuku Heui-
HO8UX ¢hbakmopig, sKi eu3Hayatomb rpouec MpuliHaAMMs
piweHb npo eubip micuys 30ilcHeHHS MOKYrKu, He eidobpa-
XKaromb crieyucbiky Crioxueyo20 puHKy YkpaiHu.

MocmaHoeka 3aedaHHsA. BusHayumu npiopumemHi Ha-
npsaMKu Orisi PogedeHHsI cmpamezaidyHo20 MapKemuH208020
aHarnisy, Wo epaxosyrome CydacHUll cmaH 2asy3i ma puHKy.
Hocnidumu ma eusHavumu ocobrueocmi po3pobKuU KOHKY-
peHmHux cmpameeil, ix Hedoniku ma nepesaau 8 ymosax
B8UCOKO20 CMYyreHs1 HeguaHayeHocmi ma MiHIueocmi ¢hak-
mopie nidnpueMHUUBLK020 cepedosuuya.

Buknad ocHoeHO20 Mamepiany. LliHa 3anuwaembcsi
Haligaxnusiwum ¢hakmopoM KOHKYpeHmMHoI nepeeazgu 6
2any3i po30pibHoi mopeaisrii 8 yMogax rosiribHo20 eKOHOMIY-
HO20 pocmy. Benuki yacmku puHKy ma nodanbwudl 3picm
KoMmnaHil - nidepie 3a paxyHOK eKcraHcii € iHOukamopamu
KOHKYpeHmHoi cunu nidnpuemcms - nidepie 3a sumpamamu.
Criocmepizatomscsi npouecu nepepo3nodiny puHKy ma 306i-
TNbWEHHS1 IHMeHcUBHOCMI KOHKYPEeHUIT MiX iCHyto4UMU ore-
pamopamu.

BucHoeku. HanexHe 00CnidXeHHsT Crioxue4yux rnpege-
PeHUili cMoCOoBHO arnbmepHamueHUX KaHarsie Po30pi6HOI
mopeisni ma HeujiHo8UX YUHHUKI8 KOHKYpPEeHMHUX cmpame-
2ili 3abesneyysamume niOBUUWLEHHS PIiBHS KOHKYpeHmocr-
poMoxHocmi nidnpuemMcme 8 2arya3i.

Knroyoei cnoea: KoHKypeHmHi cmpameeii; cmpameaiy-
He MapKemuHz086e rnaHysaHHsI; nidepcmeo 3a saumpamamu,
OughepeHujiauisi; po3dpibHa mopeierssi.
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Urgency of the research. In the conditions of slow economic growth followed by decrease of buy-
ers’ purchasing power on the one hand and retail market re-partition and increasing intensity of com-
petition between existing companies the other hand, the problem of competitive strategies develop-
ment and their implementation assumes a particular importance.

Target setting. Cost leadership as a competitive strategy provides industry leaders with more fa-
vorable competitive position in the realities of Ukraine. For a number of companies following the differ-
entiation strategy, it is necessary to identify a set of decisive competitive advantages that would be
different from pricing methods and represent value for the consumers.

Actual scientific researches and issues analysis. As a development of classic foreign theoreti-
cal works on strategic planning of M. Porter, Ph. Kotler, D. Cravens and M. McDonald, the problem of
strategies’ development is studied by such Ukrainian scientists as Bay S. I., Karakay Yu. V., Shersh-
n'ova Z. Ye., Artemenko L. P. and others. The problem of retail market development is studied by such
scientist as Mazaraki A. A., Didkivska L. I., Tochylii V. O., P’iatnytska G. T. and others.

Uninvestigated parts of general matters defining. Available quantitative and qualitative features
of non-price factors, that determine customer-buying process do not take into account the specificity
of the Ukrainian consumer market.

The research objective. To identify priority areas for strategic marketing analysis that would take
into account the current state of the industry and market. To explore and define the features of the
development of competitive strategies, their disadvantages and advantages in the conditions of high
degree of uncertainty and variability of the business environment.

The statement of basic materials. In the conditions of modest perspectives of economic growth,
reinforced by continuing conflict in the eastern part of Ukraine and considering resistant uncertainty
and volatility of uncontrolled factors of business environment, which is, among others, closely con-
nected to multiplying reforms in a complex political environment, the problem of competitive strategies
development and their implementation should assume a particular importance.

Regardless of the strategy classification according to the different levels of the enterprise or its
place in the strategic hierarchy of the organization - preliminary analysis of influencing external factors
of the business environment is a key to success of the strategy. Depending on its purpose, methods
and outcomes, strategic analysis, first of all, ensures proper determination of the basic long-term goals
and objectives of an enterprise as an essential element of the strategy.

Strategies and notably marketing ones are not formulated and developed in isolation, the last ones
are an outcome of strategic marketing planning. Strategic marketing planning is a part of corporate
planning of the enterprise and is defined by Philip Kotler as “the managerial process of developing and
maintaining a viable fit between the organization’s objectives, skills and resources and its changing
market opportunities” [1].

Classic Kotler concept of strategic marketing planning is considered as a standard one and con-
sists of such fundamental stages as: strategic marketing analysis, marketing strategies development,
the market offering shaping and managing and delivering marketing programmes.

Among various definitions of “marketing strategy” which for its part comprise such elements of the
concept “business strategy” as "the determination of the basic long-term goals and the objectives of an
enterprise, and the adoption of courses of action and the allocation of resources necessary for carry-
ing out these goals" (Chandler, 1962), those that address creation of “competitive advantage” as an
integral part of marketing strategy merit especial attention. For example, Day et al.,1990 define mar-
keting strategy as “marketing activities and decisions related to building and maintaining a sustainable
competitive advantage”, or Jain, 2000 describes it as “an endeavour by a corporation to differentiate
itself positively from its competitors, using its relative competitive strengths to better satisfy customers
in a given environmental setting” [2].

Some authors even go further and affirm that “an integral part of any marketing strategy is the
competitive strategy. In other words, how — in detail — will the organization compete within the market
place?” [3].

Sai D. V., Sevruk I. M., Tunitska J. M. Competitive strategies in retail industry:
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Consequently, understanding of strategic situation in the course of strategic marketing analysis is
vital for development of justifiable competitive strategy. Moreover, due to complexity and variability of
Ukrainian business environment the requirements for information supply and monitoring frequency are
increasing. On the other hand, different enterprises have different levels of information and analytical
support, which is often regrettably underdeveloped at a small and medium-size business because of
limited financing or lack of subject-matter experts.

Considering the needs of small and medium businesses in this context, the approach of some au-
thors to adapt “The 3 C's Business Model” of Kenichi Ohmae (Kenichi Ohmae, The Mind Of The Strat-
egist: The Art of Japanese Business, McGraw-Hill, 1991) for marketing strategies appears justifiable.

According to Kenichi Ohmae the successful decision maker should focus on the following three fac-
tors of business environment: corporation, customer, competitors. From the point of view of marketing
strategy, the starting point of the strategy development can be reduced to the analysis of the three
“C’s” of strategy as it presented in the Tab. 1.

Table 1

“The three C’s” of marketing strategy [3]

Customers Who are they? When, where and how do they buy? What motivates them? How is the mar-
ket currently segmented? How might it be segmented?
Competitors Who are they? What strategies are they pursuing? What are their strengths and weakness-
es? What are their areas of vulnerability? How are they most likely to develop over the next
few years?
Capabilities: What are the organization’s relative strengths and weaknesses in each of the market seg-
ments in which it is operating? What levels of investment are available? How might the ca-
pabilities best be leveraged?

The “3 C’s” concept of marketing strategy also emphasizes the dynamic relation between three var-
iables. That is to say, if one changes the other has to change too and only by integrating these three
elements, a lasting competitive advantage can exist. The rationale behind using this approach by
Ukrainian enterprises with limited analytical capabilities consists in focusing their analytical efforts on
these three decisive factors providing, at the same time, sufficient structured information for competi-
tive strategies elaboration.

Study of the customers and especially market demand and buying power as a monetary expres-
sion of consumers’ needs and wants is a key issue of superior customer value creation in the form of a
product or a service and getting competitive advantage on the marker. For instance, in retail industry
major dimensions of consumers’ study can be divided into the following groups:

- economic base analysis encompassing factors from external economic environment such as:
population size, growth rate, structure and density, household size, employment, income, buying pow-
er, consumption patterns, consumer price index;

- consumer behavior studies, including buying patterns, buyer decision processes and attitudes. As
a rule, such type of studies are the subjects of time consuming and quite expensive marketing re-
searches;

- analysis of alternative existing and emerging retail distribution channels as a part of buyers’ deci-
sion process. In the context of Ukrainian retail industry, such national particularities as «spontaneous
commerce», kiosks, bazaars, local fairs have to be considered from the point of view of customer.

Regardless the growing part of hypermarkets as a modern organization of commerce, the part of
“spontaneous commerce” is still important in Ukraine and occupies 40% of FMCG retail market as il-
lustrated in the Fig. 1.

Some precedents give an evidence to suggest that in conditions of further reduction of buying
power, a part of “spontaneous commerce” will increase and that fact should not be ignored anymore
by enterprises of modern trade formats when developing their competitive strategies. Nowadays, con-
sumers’ behavior and notably buying decision process in this area of Ukrainian retail market are sub-
jects of allegations and reviews that witness lack of statistically reliable data. Being an uninvestigated
part of the general matter defining, this problem deserves to be rigorously studied by means of mod-
ern marketing research methods.

- 185
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Fig. 1. Market share of different FMCG retail formats in Ukraine, 2015
Source: GfK Consumer Panel Service [4]

In contrast to consumers’ behavior studies, economic base factors are easily obtainable since they
represent secondary data, published by governmental bodies, international organizations, special
committees and commissions, private commercial and research institutions and media.

Since 60% of the population income is spent in the domain of retail, household income, poverty
rate, employment, social class stratification indicators are essential elements for competitive strategies
development. Such an information shows both the existing picture with regard to customer current
profitability and prospects for the future [5; 6]:

- moderate poverty increased from 15% in 2014 to 22% in 2015, while the poverty rate increased
from 3,3% in 2014 to 5,8% in 2015. In 2016, real household incomes are estimated to have benefited
from stabilization in consumer prices and the modest resumption of economic growth. Inflation slowed
to 12,4% in 2016 from 43,3% at end of 2015 due to exchange rate stabilization and prudent monetary
policy, while real wages increased 11,6% (World Bank);

- labor market conditions remained weak, with unemployment at 9,9% in the first three quarters of
2016 (World Bank);

- the average income per person is 116 USD today, the forecast for year 2020 is 240 USD per per-
son (news. finance.ua);

- being difficult to isolate, social class stratification is, however, performed by “Razumkov Centre”
and is represented by 0,8% of upper class, 48, 7% of middle class, 34,7% of lower class and 15,8%
“hard to say answer ” for year 2014.

The dynamics of populations’ income (Fig. 2) shows that by the account of inflation buying power of
the population for 15 years grew quite modestly [6]. Even the last increase of minimum salary up to
3200 UAH will not help to bring real incomes of the population to pre-crisis level.

The results of recent researches provide compelling evidence that the decrease of the incomes of
the population considerably affected consumer buyers’ behavior and purchase patterns in the follow-
ing ways [7]:

- Ukrainians began to save money, they buy in smaller quantities and they don’t stock up. About
45% of respondents buy cheaper brands, about 41% stopped to buy some products, 39% of respond-
ents started to buy the usual products in less quantity, and 15% make purchases less often (Research
& Branding Group);

- 73 per cent of buyers claim that they plan shopping before going to the store and 72% buy if there
is a price reduction. Only 9% of buyers do not pay attention to promotional offers (Nielsen Shopper
trends).

From the point of view of investor or operating enterprise all presented data together with other
macro-environmental information, such as GDP, economic growth, inflation rate, may be perceived as
a quite unfavorable background that increases the risks of a strategy and complicates its implementa-
tion. Considering this situation from the point of view of the preferred competitive strategy - the overall
low cast strategy known also as a cost leadership strategy resulting in relatively low market prices will
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definitely bring more benefits to the company in these market conditions. The cost leadership strategy
is commonly used in the markets whose income levels and purchasing power is low and this is particu-
larly true in the realities of Ukraine.

2009 2010 2011 2012 2013 2014 2015 2016
3500
UAH; 2968
3000 UAH; 2587

2500 UAH: 2100 UAH; 2227 UAH; 2231

UAH: 1803
2000 UAH: 1540

1500

1000 UAH; 1198

500 ]
0¥ ? ! ! USDV 278 - N
USD: 150 USD:; 194 USD; 226 USD; 263 ; USD; 144  USD: 112 USD: 116

e ———
o o

Ve
A 4

Fig. 2. Ukraine monthly income per person dynamics

In favor of this point of view, there are significant examples showing that Ukrainian FMCG retailers
and particularly the ones pursuing cost leadership strategy not only don’t suffer hardship and decline
but also show evident signs of growth, increasing the scope of their activity in changing market cir-
cumstances. Firstly, the ranking of modern FMCG retailers is determined on the basis of the quantity
of the point of sales (POS), which can be quite numerous and ranked from convenient shops of 150
m? surface to hypermarkets of 12 000 m? surface. Secondly, such financial results as turnover, sales
revenue and profit are commonly used to assess the competitive position of the companies in FMCG

retail market. In light of this, quantitative characteristics of Ukrainian FMCG retail industry are present-
ed in the Tab. 2.

Table 2
Quantitative characteristics of leading Ukrainian FMCG retailers
Turnover Turover | Turnover growth | Number
Ne Company/Brands 2016 bin. | 2015 bin. 2016/2015 of POS,
UAH UAH (%) 2016
1 | ATB Market 58,5 46,7 25,2 835
2 Fozzy Group (Fozzy, Siplo, Le Silpo, Fora, 55,2 46,5 18,6 530
thrash!)
3 | METRO Cash &Carry 11,9 10,3 15,5 25
4 | Auchan 11,5 8,9 29,9 11
5 | Retail Group (Velika Kishenya, Velmart) 7,5 6,1 23,0 65
6 | TavriaV 7,4 6,3 17,5 75
7 | Varus 6,4 54 18,5 59
8 Eco Market 6,2 5,8 6,9 114
9 | Novus 6,1 4,8 27,1 36

Source: Ukrainian Retail Association [8]

Generally speaking, Ukrainian FMCG sector growth in the years 2015 and 2016 is considered as
being nominal as a result of consumer price inflation and was not supported by increase in kind. In
spite of the fact that the buyer paid for goods 36% more, a real volume of FMCG market decreased
approximately by 10% [7]. Among markets leaders such companies as “ATB market”, “Auchan” and
some formats of “Fozzy Group” are recognized to position themselves as adherents of cost leadership
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strategy, which is resulted in a more advantageous competitive stance in the conditions of consumers’
market stagnation. In the reality of Ukraine this advantage is expressed particularly through the capac-
ity to satisfy buyers' constant need in lower prices better than competitors and, what is more important
to do it on a constant basis and not occasionally through price reduction, special offers and other in-
struments of sales promotion. To put it another way, the retailers that set out to be cost leaders then
use this lower cost base to reduce prices and in this way build their competitive advantage.

The evident signs of the growth of Ukrainian FMCG retail leaders are manifested through expan-
sion and new shops opening as presented below:

- “ATB Market” opened 111 new shops in 2016 and 47 new shop in the 1 half of the year 2017;

- “Fozzy Group” opened 59 new shops in 2016 and 18 new shops in the first half of the year 2017,

- “Auchan” has increased its total sales area portfolio up to 20 shops through purchase of “Kara-
van” supermarket chain. As a result of the acquirement, French FMCG retailer expanded its presence
on the territory of Ukraine and entered in the top five of food retailers according to total sales area
ranking.

The overall dynamics of selling areas development during past five years is presented in the Figure
3. Thus, the modern FMCG retail formats are continuing their development especially in the western
parts of Ukraine where 32% of new shops were opened. Today this geographical area is considered
as one of the most attractive ones because of low level of saturation by modern commerce and high
availability of free spaces for commercial centers construction [9].

2 229

150 138

100

50

Q-TY OF NEW SHOPS

0
2013 2014 2015 2016 2017*

Fig. 3. Ukrainian FMCG retail: new shops opening dynamics (* first half of the year 2017)
Source: GT Partners Ukraine

The implications of changes, both macro-environmental, industry & market ones, are significant to
uncover and understand cause-effect relationships, thus providing a basis for strategic changes. The
recent events taking place in FMCG retail such as market leaders growth through geographical ex-
pansion and consolidation processes, the departure of some players, re-branding and re-formatting of
stores provide us with understanding that industry is in the process of re-partition and is moving to-
ward increasing intensity of competition between existing firms. For example, there are 130 FMCG
chains in Ukraine today comparing to 30 ones in Poland and in the conditions of low buying power
there is a high possibility that these entities which fail to create sustainable competitive advantage will
become the subjects of merges and acquisitions.

Although there is an evidence to suggest that cost reduction has always been preferable in condi-
tions of economic regression, there is still a range of companies that are pursuing differentiation strat-
egy from the beginning of their activity in Ukraine or companies that try to follow several generic strat-
egies that are defined as “stuck in the middle” by M. Porter (Porter, 1985, p. 16; Walters and Knee,
1989). For instance, Austrian retailer “Billa” sold its 9 shops in the regions of Ukraine to Varus FMCG
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retail chain. In order to reinforce its position in Kiev region, “Billa” changes its communication strategy
with clients as well as renovates its shops making them more convenient.

In spite of the fact that M. Porter assumes that company can only be successful by clearly deciding
in favor of one of the generic strategies: cost leadership or differentiation, there are organizations that
are using both approaches and position themselves as low-cost operators with the option of service
and quality differentiation. “Le Silpo” delicacy supermarkets and “thrash!” discount format supermarket
that are the parts of the same parent company “Fozzy Group” witness in favor of this point of view.

By pursuing the strategy of differentiation, “organization gives emphasis to a particular element of
the marketing mix that is seen by customers to be important and, as a result, provides a meaningful
basis for competitive advantage” [3]. The differentiation strategy is often associated with low market
shares within a FMCG industry, since higher quality market offer for higher price don’t always corre-
spond with customer needs and wants in this area. In food retail the following major instruments of
differentiation can be recapitulated among others: strong branding, easily accessible store location,
store atmosphere, superior service, convenience, better after sales service, quality and freshness of
products assortment, best customer relationship management, spacious and comfortable parking, E-
Commerce, cleanliness.

The applicability of Porter's classic competitive strategies framework in retailing is discussed in
many theoretical works and studies. One of them is “Competitive strategies in retailing—an investiga-
tion of the applicability of Porter's framework for food retailers” not only presents a comprehensive
analysis of different approaches but also derives the basic dimensions of competitive advantages from
the point of view of both the managers of retail chains and the consumers in the course of survey re-
search. As a result, “three basic types of competitive advantage seem to prevail in food retailing: (1)
price, (2) quality (with a comprehensive set of quality orientated instruments, including customer ser-
vice), (3) convenience” [10].

Conclusion. In retail industry the rationale for differentiation is a suggestion (Dawson, 2000) that
“consumers are not homogenous and therefore as essential factor of retailer competition is attempt by
a retailer to be different from other retailers in order to better satisfy the particular consumer”. Among
others, this thesis emphasizes the heterogeneity of the consumers and the importance of the consum-
ers’ needs identification in the process of effective segmentation, targeting and positioning, three dis-
tinct steps of what is known as an STP-Strategy.

Considering the fact that geographic location is one of the prime factors that retailers compete on,
the geographic boundaries of target market, known as catchment zone, and distinct customers’ needs
within these boundaries should be rigorously studied.

Therefore, one of the biggest problems faced by retail companies that are developing and adopting
differentiation competitive strategy in the conditions of modest economic growth and, consequently,
low buying power is that the differentiation must be perceived as valuable by the customer, who plac-
es the low price on the first place as a decisive criterion of choice of place of purchase.
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