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A b s t r a c t . The article deals with the problem of provid-

ing the innovation activities of Ukrainian enterprises based 

on the competition strategy in the market of innovations. It 

describes new trends in the interaction of innovative process 

participants in competition and cooperation in competitive en-

vironment. The main results of the marketing studies of innova-

tive activity of Ukrainian enterprises and their cooperation are 

given. The principles of competition as a form of interaction in 

the ecosystem of innovations are explained.

K e y  w o r d s : ecosystem, ecosystem of innovation, busi-

ness environment, strategy of enterprise, cooperation, competi-

tion

INTRODUCTION

Rapid growth of complexity and turbulence of busi-

ness environment, increase of the competition and con-

sumer demands, fast development of information and 

communication technologies are changing the conditions 

in which enterprises function and require improvement 

of their management practices. Turbulence in business 

causes signiÞ cant changes. Under such conditions, old-

fashioned way of doing business becomes out-of-date, 

and business environment is Þ lled with spontaneity and 

risks. There is one interesting fact: business environment 

calls for signiÞ cant changes in the very process of doing 

business. This especially relates to the continuous process 

of introducing innovations to business. 

These conditions increase the importance of the in-

novative environment, which, in its turn, becomes the 

source of management practice development and gener-

ates progressive knowledge, Þ rst-hand experience and 

contributes to the adaptation of enterprises to external 

environment. This is accomplished by providing strategic 

information, supporting implementation of organizational 

changes and professional development of management 

authorities. Hence, on the one hand, external business 

environment requires choosing optimal forms of co-

existence of enterprises in business environment; on 

the other hand, it requires developing and mastering 

innovations in order to achieve competitive advantages 

in the market. 

The subject of the present study is contradictory 

nature of interaction of innovative process participants 

in competition and cooperation in competitive environ-

ment. The aim of the article is the investigation of the 

essence and constituent parts of the competition in high-

tech markets as well as the principles of competition as 

a form of interaction, investigation of the dynamics of the 

innovation activities of the enterprises and the concept 

of cooperation in the market of innovations. 

NATURAL APPROACH TO ECONOMICS 

AS A SCIENCE

Over the last decades in economics, great attention is 

drawn to the natural approach to science, which becomes 

more and more popular. Natural approach is grounded on 

the fact that interpersonal relations of the people inside 

organizations are a part of the large processes that are 

going on in nature. Radical changes in external environ-

ment stipulate the need for changes in basic concepts in 

the framework of the main scientiÞ c theory – paradigm. 

In this case we refer to the transformation of the manage-

ment paradigm. According to the theory of famous scholar 

T. Kuhn [8], described in detail in his work entitled “The 

Structure of the ScientiÞ c Revolution”, the paradigm shift 

means “…comparing of two paradigms with the nature 

as well as comparing one paradigm to another one…”. 

According to some scholars [18], applying terminol-

ogy pertaining to nature in non-traditional spheres of its 

application, as is the case with management contributes 

to better understanding of the phenomena and creates 

the possibilities for seeing the facts on the background 
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of wide range of processes. This terminology creates 

certain analogies between the processes going on in na-

ture, technology, and inside the organizations. Let us 

take, for instance, organizational structure. Organizations 

with strictly hierarchical structure are like mechanical 

systems, i.e. mechanisms, in which each of the elements 

has its own place and performs its own, detailed and 

strictly determined function. On the other hand, ß exible 

organizations that easily adjust to changing conditions 

of the environment are called organisms. Both types of 

analogies determine the key features of a certain type 

of organizational structure. 

A psychologist J.F. Moore from Harvard University 

in his book ”The Death of Competition” [10] (J.F. Moore, 

1996) has introduced the notion of “ecosystem of entre-

preneurship”. In nature, ecosystem is a complex group of 

interdependent living beings (ß ora, fauna, insects, micro 

organisms) and non-living elements (ground, water, cli-

mate), which are constantly interacting with one another 

and take advantage of this interaction on a deÞ nite ter-

ritory. By analogy with nature, an ecosystem in market 

economy is described as a complex group of companies, 

customers, suppliers, competitors and distributors that in-

ß uence the business of individuals, groups, and partners, 

and take advantage of that interaction. In the customers’ 

ecosystem market activities (investments, joint product 

developments, market communications, logistics, and 

transactions) are performed and controlled not so much 

by suppliers as by consumers [9].

AN ECOSYSTEM OF INNOVATION: 

ITS ESSENCE AND MAIN PARTICIPANTS

The basis of key competencies has to include the 

whole value chain – from suppliers to consumers. There-

fore, foreign scholars in their works more and more often 

treat enterprise as an open system that seeks additional, 

external means needed for its development and creation of 

sustainable advantages in competition somewhere outside 

its boundaries. To be more particular, in this case we are 

dealing with the following modern concepts of partner 

integration to innovative activity: leadership platform; 

integrator’s strategy; a model of open innovations; value 

network; learning organization; hyperlinked organization.

Developing the theory of G. F. Moor, American 

scholar Ron Adner [1] introduced the notion “ecosystem 

of innovation” and explained it as the forms of coopera-

tion, in the framework of which organizations unite their 

individual offers into integrated decisions, ready to be 

used by a consumer in the market. The use of infor-

mation technologies greatly reduces expenditures for 

communication and coordination of actions, therefore, 

innovation ecosystems became the foundation of the 

enterprise growth strategies. Strategies that are based on 

ecosystems are implemented in different sectors, such 

as: polygraphic services for industrial markets, Þ nancial 

services, production of materials, logistics, etc. However, 

this trend is the strongest in the high-tech markets. Excel-

lent examples of the enterprises following this strategy 

are such companies as: Intel, Nokia, SAP, and Cisco. 

Well-established functioning of these companies’ eco-

systems allowed them to create value that would not be 

possible to be created by any of these companies on its 

own, even by the most powerful ones.

Different market participants are functionally con-

nected to each other by information ß ow through inß u-

ence and economic consequences for creating demand 

(directly or indirectly) for goods and services. They form 

complex network of cooperation and competition. Con-

sumer ecosystem functions in the framework of strictly 

determined macro marketing environment and can be 

almost completely modiÞ ed as a result of the appearance 

of technological innovation. This was the example of dig-

ital technological revolution in the photography, when as 

a result of tough competition digital picture-taking turned 

to become a global digital industry with new possibilities 

of taking pictures, developing and storing them, and the 

emergence of new competitors that previously existed in 

the markets of electronics and entertainment (Sony) and 

computer industry (Hewlett-Packard).

In the ecosystem of innovation there are involved 

different market participants that are usually members 

of the chain supply. This regroups all stages of produc-

tion starting with the purchase of raw materials, their 

processing, collecting and ending with their selling to 

the Þ nal customer. All these activities are performed in 

the global traditional and online markets. Graphically, 

the ecosystem of innovations may be represented in the 

form of interaction between key participants in the global 

market, as shown in Figure 1. As it is shown in Figure 1, 

the ecosystem of innovations is formed Þ rst and foremost 

of the forces, analyzed in detail by Michael Porter: direct 

suppliers, producers – direct competitors, Þ nal custom-

ers, suppliers of the substitute goods. The ecosystem is 

also greatly inß uenced by various middlemen: trade, 

marketing, logistical, Þ nancial ones. 

In industrial markets it is important to take into 

consideration possible inß uence made by the so-called 

inß uential people, which do not belong to the category 

of consumers or users. However, their advice should be 

always taken into account when making the Þ nal decision 

concerning the purchase of the innovation. These inß uen-

tial people include engineering companies, independent 

designers, experts, architects, consulting companies, 

and in pharmaceutical sphere – doctors. In social market 

economy great inß uence on business is made by contact-

ing audiences of the innovation ecosystems, such as the 

mass media, trade unions, organizations for protection of 

animals, consumer protection organizations, etc. 

Facilitators are groups of suppliers in traditional and 

online markets, which attempt creating the relevant market 

infrastructure and guarantee the safety of market opera-

tions. In the traditional market facilitators are represented 

by banks, customs ofÞ ces and tax services. In the online 

market the role of facilitators is performed by the providers 

of the Internet and agencies, providing the relevant servic-

es via the Internet, including the information middlemen. 
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Therefore, the business environment under investiga-

tion allows us to study all the relations and dual nature 

of strategies in the relations of enterprises as market 

participants in the ecosystem of innovations.
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Fig. 1. Key players in the global market and limit innovation 

ecosystem
Source: Market-Driven Management: Strategic and Operational 

Marketing // Jean-Jacques Lambin, Ruben Chumpitaz and Isabelle 

Schuiling// Second Edition. –N.-Y.: PALGRAVE MACMILLAN, 2007. 
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COOPERATION AND COMPETITION 

IN THE MARKET OF INNOVATIONS

Functioning in competitive environment, every en-

terprise chooses its own competition battle strategy and 

has to take strategic decisions concerning its conduct in 

relation to its competitors. Modern competition is more 

than a “product against product” or “efÞ ciency against 

inefÞ ciency”, it is “non-linear” innovation against “lin-

ear” one [14]. Competition battle strategy or competitive 

strategy is the totality of interrelated actions, aimed at 

achieving sustainable competitive advantage in order 

to secure for an enterprise a beneÞ cial market position, 

leaving behind its competitors. 

Some of the most studied strategies in scholarly lit-

erature and the ones that are most widely used in strategic 

management practices are confrontational strategies. 

They represent direct competitive battle using a variety 

of instruments such as: commercial spying, building 

strategic maps of competitors, matrix of competitive 

advantages, etc. Other strategies that are quite often men-

tioned in literature are the strategies of cooperation and 

mutual agreements between market participants. This 

is so-called “side-by-side” competing, which has been 

analyzed in detail by M. Porter in his book “Competitive 

Strategy” [11]. 

In order to restrict or avoid direct confrontational 

contest, enterprises seek other places of differentiation, 

new positioning, try to attract new clients etc. In ma-

ture markets, however, in a long-term period of time, 

these innovations do not provide signiÞ cant increase 

in sales volume. Sometimes there may be observed the 

phenomenon of “cannibalism”, when the products of 

one group “consume” the products of another group. 

The scholars Chan Kim and Renee Mouborgne in the 

book “Blue Ocean Strategy” [3] Þ guratively refer to the 

competitive markets as “red oceans” Þ lled with blood of 

their competitors, ready to destroy one another. In the 

“red ocean” there are strictly deÞ ned market bounda-

ries and principles of the work in sectors are the same 

for all participants. Products of the competitive compa-

nies have similar qualities, and the differences between 

them quickly disappear as a result of time and bench -

marking. 

To oppose the existence of “red oceans” Chan Kim 

and Renee Mouborgne have developed a special “blue 

ocean strategy”. This was the result of the study of over 

thirty sectors of the economy over the last hundred years. 

In order to avoid the competition the scholars advocate 

creating the “blue oceans” – new ideas and markets. 

The “blue ocean” – does not consist of technological 

innovations, it is Þ rst and foremost the result of suc-

cessful strategy and careful management decisions. It 

represents a free niche of the market, which is created by 

an enterprise. This niche encompasses unsatisÞ ed needs 

of different groups of customers; focuses on key criteria 

of making choices and evaluating the product; and is 

oriented at attracting customers from various markets. 

Conducting of innovative activity does not only mean 

confronting other competitors, but it also presupposes 

cooperation with other market participants, Þ rst of all, 

with consumers, suppliers, middlemen, and other inß u-

ential groups. 

Challenges and possibilities set by the modern market, 

can be too high to be accomplished by one enterprise on 

its own. Therefore, the key for success is to transform 

market partners that are passive market participants into 

active ones. Let us analyze some of modern examples of 

cooperation in innovative activity, as illustrated in the 

book by K. Prahalad and V. Ramaswamy [12]. As per 

initiative of InnoCentive, pharmaceutical company Eli 

Lilly attracted the skills of more than 8 thousands of 

scientists to solve the scientiÞ c problems, related to dif-

ferent complexity of medicine. Though Lilly is spreading 

its research and development basis, using the competen-

cies outside the boundaries of the company, it carefully 

controls all the processes. 

Sony created the remote control Play Station for op-

erating system Linux. Having equipped Linux software 

with tools necessary to develop Play Station programs, 

Sony is coopting competencies of the consumers and 

spreading the Play Station as the main platform in the 

sphere of entertainment. (Contrary to Eli Lilly, which 

controls the development of its own products by attract-

ing scientists, who are not employed by the company, 

Sony attracts consumers directly for the development 

of its platform). 



N. CHUKHRAY12

The positive side of the cooperation is revealed under 

information and technological revolution conditions. In 

competitive policies of the globalization era there can 

be traced interactions between market participants aim-

ing at reaching different types of economic efÞ ciency: 

allocation efÞ ciency (efÞ ciency of allocating resources 

in alternative means of their use), production efÞ ciency 

(optimizing the size of the factory and the company), 

dynamic efÞ ciency (efÞ ciency of the sector as a constantly 

developing structure; innovations implementation, which 

reduces expenses; development of incentives to invest). 

This is the way, as American scholar Ron Adner sug-

gests, how an “ecosystem of innovation” is formed. The 

fact of existence of cooperation, however, does not imply 

the absence of competition and vice versa. Complexity 

of the task is that we need to understand each of these 

terms not only as separate phenomenon, but also treat 

them as their own opposites [1].

In the attempt to emphasize the peculiarity of the 

market economy, i. e. the “competition or cooperation” 

dilemma, scholars A. M. Brandenburger from Harvard 

University and B. G. Nalebuff from Yale University have 

developed the theory of “co-competition” or competition 

[2]. According to these scholars, in business there is no 

fatal predetermination of success of some companies 

and failure of others, because many participants can get 

a certain kind of beneÞ t. In this context, the scholars 

suggested applying the theory of games, which, in their 

opinion, will give the possibility for making ß exible 

combinations: change the participants at will, modify 

values of the business participants, determine the rules 

and tactics of the game, its framework and scale. 

For example, well-known automotive companies fol-

low the competition strategy, ß exibly using strong sides 

of both opposite concepts under different tasks. Hence, 

Volkswagen is constantly contesting Ford in the attempt 

to occupy the compact cars market share. On the one 

hand, Þ erce competition leads to increase in aggressive-

ness towards the enterprise’s competitors. On the other 

hand, these enterprises are united in other industrial 

sectors of the market, for example, in the development 

of the full-size car models [17].

Alliance as a form of partnership in innovative ac-

tivity is peculiar mostly to the companies working in 

the pharmaceutical Þ eld. Over the period since 1997 to 

2002 more than 20 largest world pharmaceutical com-

panies formed over 1,500 alliances with various bio-

technical companies. According to the data published 

in the “Pharmaceutical Executive” journal and released 

in May, 2004 by “Strategic Decisions Group”, which is 

a consulting company, 40-50 % of products that are in 

the stage of their development used to be licensed ones 

and more than a half of total prescription medicine that 

is best sold is being developed or is being sold by several 

companies. As it has been proved by studies, alliances 

allow companies to reduce up to 15 % of their current 

expenditures, cut their expenses in developing similar 

medicine, and increase the research potential in general. 

Moreover, companies beneÞ t from such forces as capital 

increase, access to additional credit lines, reducing similar 

divisions existing in different companies [16].

Competition strategy (which is the combination of 

cooperation and competition strategies) is used in work-

ing with trade middlemen (for example, in the process 

of new product development and its introduction to the 

market, in trademark policies, in direct market sales). 

MARKETING STUDIES OF INNOVATIVE 

ACTIVITY OF UKRAINIAN ENTERPRISES 

AND THEIR COOPERATION

Marketing studies have been carried out in the frame-

work of the Department of Organizational Management 

of Lviv National Polytechnic University in correspond-

ence with the government-funded theme DB/LANTS 

“Innovative Enterprise Management Processes in Value 

Chains” (government registration number 0110U001094, 

approved by the order of the Ministry of Education and 

Science of Ukraine  686 as of July 22, 2009).

In order to estimate the dynamics of the innova-

tive potential development of the enterprises in national 

economy, the results of the conducted survey in certain 

groups (such as items 2 and 3 of the present study as 

shown in the Table 1), were compared to other studies, 

similar in structure. 

Those studies included “The Study of the Strategic 

Forces of Innovative Environment in Western Region” 

and “The Study of Innovative Potential of National In-

dustrial Enterprises”, accomplished in 1999 and 2002, 

respectively. 

In order to calculate the representative sample we 

used the methodology of selective observation theory, 

according to which optimal representative sample value 

is calculated according to the formula 

2 2

2
∆

×
= x
V t

n

V
, where 

V
x
 – is the coefÞ cient of variation of the feature; t – is 

the level of trust; V  – is the coefÞ cient of variation of 

marginal deviation. CoefÞ cient of variation of marginal 

deviation is V  = 5 and level of trust 0,954  t = 1,96. 

According to the previous observation of the sample, the 

coefÞ cient of variation of the feature for this particular 

sample equals V
x
 = 0,21. Consequently, optimal repre-

sentative sample value is:

  
( ) ( )

( )

2 2

2

0,21 1,96
n 68

0,05

×
= ≈  (enterprises). 

Comparison of the parameters obtained from mar-

keting studies is shown in the Table 1. The number of 

organizations that participated in the survey can be 

considered quite representative of the tendencies on the 

whole. Let us analyze the survey results and its dynamics 

at each of the stages of the survey in different periods. 
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The results of the survey prove the fact of importance of 

formation and implementation of innovative potential of 

the enterprise. This contributes to developing sustainable 

competitive advantages in the market, attracting consum-

ers, and consequently, achieving increase in efÞ ciency 

of the enterprise and its goals. In general, innovative 

potential of industrial enterprises is constantly developing 

in dynamics, which requires carrying out its systematic 

analysis and monitoring. 

In comparison with 1999 and 2002, in 2010 there 

has been observed positive dynamics in the following 

directions:

 – increase in the number of innovation active enterprises;

 – increase in the number of organization and manage-

ment innovations;

 – increase in the role of organizational factors in market 

introduction of successful innovations;

 – decrease in negative inß uence of taxing in market 

introduction of innovations.

Negative dynamics can be observed in the follow-

ing areas:

 – low quality level of innovation activity of the en-

terprises;

 – increase in the gap between science and production;

 – lack of external sources of Þ nancing the innovation 

activity, which his proved by the fact of increase in 

Þ nancing using internal sources of the enterprises and 

reduction of Þ nancing using credits;

 – decrease in scientiÞ c and technical levels of national 

industry and lack of highly-qualiÞ ed human resources 

in the labour market;

 – considerable decrease in innovation activity of well-

established partner relations in creating value chain of 

innovation and decrease in the intentions to improve 

this situation;

In the course of the survey the respondents were 

asked to assess their partner relations with other market 

participants, such as suppliers, scientiÞ c institutions, 

competitors and Þ nancial establishments, choosing one 

of the following answers: well-established cooperation; 

planning of establishing cooperation; no plans to establish 

cooperation; not known. The results of the survey are 

presented in the Table 2.

The priority in establishing partner relations in 2012, 

as in the previous years, was given to suppliers (81 %). 

Only 18 % of the respondents are closely cooperating 

with scientiÞ c and educational institutions – these are 

mainly the enterprises that either have research and de-

velopment departments in their subdivisions or those 

that closely cooperate with the relevant subdivisions of 

higher educational institutions. For instance, companies 

offering architecture services are actively cooperating 

with the departments of architecture, building or geodesy. 

Nonetheless, around three quarters of the enterprises 

that participated in the survey are planning to establish 

close relations with scientiÞ c institutions in the near-

Ta b l e  1 .  Comparison of the Parameters Obtained From Marketing Studies

Characteristics of the study

The study of the strategic 

forces of innovative 

environment in Western 

region

The study of innovative potential 

of national industrial enterprises

The study of the barriers in 

innovative activity development and 

possibilities to increase its efÞ ciency

1. General sample size 92 respondents 141 respondents 84 respondents

2. CoefÞ cient of variation 

of the feature for the 

sample of this study 

0,25 0,25 0,21

3. Maximum deviation of 

the sample
10 % with the possibility 0,95 5 % with the possibility 0,954 5 % with the possibility 0,954

4. Optimal sample size 74 respondents 96 respondents 68 respondents

5. Period of data collection March –June, 1999 February-May, 2002 May-October, 2010

6. Place of data collection OfÞ ces of industrial enterprises, situated in Lviv oblast and in Kyiv

7. Method of data 

collection
personal survey

8. Means of data collection questionnaire questionnaire questionnaire

9. Structure of the study

IdentiÞ cation of factors 

contributing to success 

or failure of innovations 

as implemented by the 

organizations under study 

1. IdentiÞ cation of factors 

contributing to success or failure 

of innovations as implemented by 

the organizations under study 

2. Investigation of the main types 

and directions of innovative 

activity of the enterprises, 

identiÞ cation of the sources of 

innovation supply and means of 

Þ nancing the innovations. 

Collection of general data related to 

the functioning of the enterprise. 

Evaluation of the innovative activity 

of the enterprises and their research 

and development work. 

Evaluation of the effectiveness in 

implementation of innovations.

Evaluation of cooperation and 

relations with partners.

Source: results of the author’s own research
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est future. The most uncertain are the relations of the 

respondents with their competitors, as according to the 

study, less than a third of the enterprises that participated 

in the survey have partner relations with their competitors 

(29 %), and 62 % of the respondents do not plan cooperat-

ing with competitors, which is proved by the application 

of active confrontational strategies in competition in the 

national market. Competition strategies in the majority of 

cases are not used by Ukrainian enterprises.

CONCLUSIONS

In order to achieve success and sustainable competitive 

advantages in the market, enterprises have to develop, un-

derstand, and introduce innovations to the market. Modern 

market is a complex system of relations between compa-

nies, buyers, suppliers, competitors, and distributors that 

inß uence the business of individuals and groups, as well 

as partners that beneÞ t from one another. In the ecosystem 

of innovations market activity (investments, joint product 

development, market communication, logistics, and transac-

tions) are performed and controlled not so much by suppliers 

as by consumers. In order to develop and understand in-

novations an ecosystem of innovation is formed. It engages 

different market participants that are usually part of the 

economy sector supply chain incorporating all stages of 

production starting with the purchase of raw materials, 

their processing, collecting and ending with their selling 

to the Þ nal customer. Enterprises in the ecosystem while 

pursuing their own goals, can compete and cooperate at 

the same time, and this phenomenon has been described 

in the foreign literature as “co-opetition”.

The results of the marketing study accomplished by 

the author of the present article were conducted in the 

framework of research corresponding to the government-

funded theme DB/LANTS “Innovative Enterprise Man-

agement Processes in Value Chains” and prove low level 

of cooperation in innovation activity. Moreover, there has 

been traced a tendency towards reduction in cooperation 

and loss of trust to almost all potential market partners, 

this especially concerns scientiÞ c and Þ nancial institu-

tions. Nevertheless, modern competitive environment 

requires from entrepreneurs mastering new approaches 

to competing in the market. One of the possibilities is to 

create new market space in order to avoid face-to-face 

competition and establish constructive relations with com-

petitors, which would contribute to increase in efÞ ciency 

of functioning in the market through implementation of 

effective innovative projects and programs. In this case 

we speak about alternative approaches to changing the 

competitors’ behaviour, which can be revealed in dual 

character of competition strategy. Implementation of the 

competition strategy, i.e. cooperation with competitors 

simultaneously contesting with them (for example, in 

different functional spheres, market sectors, in different 

countries) gives the companies the possibility to ß exibly 

use strengths of the opposite competitive concepts while 

solving various tasks. 

EfÞ ciency of the innovation processes of enterprises 

can greatly increase on condition of cooperation and 

partnership with other market participants, Þ rst of all, 

with suppliers, middlemen, users, especially at the early 

stages of innovation implementation. Therefore, tracing 

successful examples of cooperation in Ukrainian market 

of innovations and thorough investigation of methods 

and techniques used in this process, will be the subject 

of our further studies. 

In functioning of the ecosystem there rises the issue 

of synchronizing the efforts of its main participants that 

are involved in the process of creating and introducing the 

innovation to the market. The mechanism coordinating the 

efforts of all ecosystem participants as well as the problem 

which organization in particular has to assume the role 

of the coordinator, have not been much researched in lit-

erature on innovation issues. This will also be the subject 

of author’s further studies, particularly in the framework 

of research carried out by the staff of the Department of 

Organizational Management of Lviv National Polytechnic 

University in correspondence with the aforementioned 

government-funded theme DB/LANTS “Innovative 

Enterprise Management Processes in Value Chains”.
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