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CLUSTERING IS THE BASIS FOR INCREASING THE COMPETITIVENESS
OF COMPANIES AND REGIONS

The article presents a brief analysis of the possibilities for increasing competitiveness and growth of financial and
economic sustainability, that are laid down in the clustering of economic entities on the basis of expanding the productive po-

tential of the integrated structure.

INTRODUCTION

The open nature of national markets requires that any
organizational and economic structure maximize the return
to competitiveness and strategic stability. This is effectively achieved
on the basis of innovative technologies and the development of inter-
nal reserves of reduction the cost of production and services.

Since the 90s of the last century, clusters have been playing an
important role in the formation of efficient production and economic
systems (PES). Clusters are a form of integration of business entities,
sectoral institutional structures, regional institutional organizations,
based on mutually beneficial cooperation, technology
exchange, qualification, which creates competitive advantages for
the whole structure and its parts, contributes to the development of
production, competitiveness, the reduction of transaction costs and
effective access to foreign markets.

M. Porter stressed that clusters are successfully formed in those
spheres of the economy, where all the necessary conditions and re-
sources are concentrated, which determine the stable advantage
of this structure due to higher productivity of the conditions
for the development of innovations and new types of business [1].

To increase the economic efficiency, M. Porter considers it is
necessary to pay great attention to activities in related industries. This
allows to retain competitive advantages of enterprises for
a long time on the basis of cooperation and integration. Porter and
the experts on clustering emphasize that cooperation and integration
are the basis for forming the efficiency of clusters.

1. SOURCES OF GROWTH OF COMPETITIVENESS
AND FINANCIAL AND ECONOMIC STABILITY
IN THE CLUSTERING OF ECONOMIC ENTITIES

The industrial cluster represents the community of industry and
related companies on the basis of cooperation and competitive links.
This community is capable of mutually reinforcing competitive ad-
vantages based on synergy. Sectoral clusters are inseparably linked
with territorial clusters. This is due to the fact that business entities
entering into an industry cluster should have territorial proximity, be-
cause the territorial cluster must act as an autonomous structure,
which includes production, circulation, various relationships deter-
mined by consumption and marketing.

Cluster, as a stable network of interrelated economic entities,
has a production potential higher than the sum of the potentials of its
participants. This is achieved as a result of network cooperation and
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within the network competition. Thus, the industrial cluster represents
a set of economic entities functioning as a unified cooperative market
structure with increased opportunities for self-development of an in-
novative nature.

From the viewpoint of the system approach, the cluster repre-
sents a set of business entities of interconnected different industries,
united in a single organizational structure, the elements of which are
interrelated and interdependent, and function jointly for a specific pur-
pose.

The characteristic features of the cluster are the maximum geo-
graphic proximity, the relationship of technologies, the commonness
of the raw material base, and the availability of an innovative compo-
nent. Thus, in order to be a cluster, a group of geographically neigh-
boring interrelated companies and related organizations should oper-
ate in a specific area, be characterized by commonality of activities
and complement each other. [3]

Modern state support for the process of clustering is based on
the fact that the advantages that arise in the territories in connection
with the development of clusters. This is an increase in the regional
gross product, an increase in tax revenues to the regional budget, an
increase in the competitiveness of the region and national industries,
development of cooperation within the region, which increases pro-
duction efficiency, increased investment in the region's economy, cre-
ation of additional jobs, and the growth of innovative regional devel-
opments.

The development of industry clusters is provided by factors that
determine the rhombus of Porter:

— Government policy;

— Interaction with related and supporting competitive industries;
— Frontier advantage;

— Ensuring production factors;

— Improving the structure of competition;

— International business activity;

— Conditions of demand for products;

— Chance or occasionality.

The cluster approach allows to effectively solve the problem of
the competitiveness of various levels of economic entities in the na-
tional economy, to create an effective basis for implementing the
state policy of economic growth, to increase the effectiveness of re-
gional development problems, to stimulate the introduction of innova-
tive solutions in industry practice, to strengthen cooperation and inte-
gration of large and small businesses, to accelerate solution of social
problems of regions and the national economy as a whole.



2. SELECTION OF POTENTIAL ACTIVITIES
FOR THE FORMATION OF CLUSTERS
IN THE REGION

An actual problem for the practical implementation of effective
clusters is the selection of potential economic activities for clustering
in the region. A number of methods are known for identifying local
production systems of industrial regions and local labor markets with
sectorial and multisectoral interaction. A number of methods include
the analysis of the general economic situation in the region and the
industry, the study of the historical development of the industry, quan-
titative analysis of the market and networks of interaction between
business entities, analysis of the level of competition in sectorial re-
gional markets, the dynamics and volume of innovation, characteris-
tics of funding sources, access to services, And leadership in the in-
dustry. In work [4] the algorithm of the express methodology allowing
to allocate potentially expedient kinds of activity for formation of clus-
ters in the region is given. This algorithm includes the following steps:
1) Assessment of the possibility of forming a cluster on the territory

of the region;

2) The analysis of the environment and the conditions for the oper-
ation of potential clusters in the region is carried out;

3) The types of activities are ranked and the most promising activi-
ties for forming a cluster are determined;

4) Clarifying the directions for creating clusters. For this purpose,
the structure of production and sales of products for all types of
activities is analyzed and qualitative analysis of the conditions for
the formation of potential clusters on the territory of the region is
carried out.

The methodology for assessing the potential and directions of
clusterization in the region is based on the application of quantitative
and qualitative methods, expert assessments. Creating a cluster - an
investment project requires consistent management decisions re-
garding specialization, cluster location and a number of other indica-
tors, is a special task of managing the project for the formation and
functioning of the cluster.

It is important to identify the participants in the cluster, which
form its core and analyze the geographic location of the core of the
cluster. From this depends the scheme of promotion of raw materials
and finished products, the size of logistics costs, the possibility of
sharing the infrastructure available in the cluster. These factors de-
termine the cost of the final product of the cluster and its competitive-
ness. The increase of production efficiency at each stage of the tech-
nological chain from the producer to the final product is achieved by
the development of rational internal and external links of the produc-
tion and economic cluster association. The definition of the bounda-
ries of the cluster is expedient on the basis of internal connections
and geographical commonality of economic entities. This approach
determines the tactics and strategy of cluster development based on
the criteria of economic efficiency.

3. THE SOURCE OF INNOVATION ACTIVITY
OF THE CLUSTER STRUCTURE

When forming a cluster, one of the most important criteria is the
maximization of the potential of the cluster structure. It allows creating
high innovative activity of the integrated structure and ensuring its
competitive advantages in the industry markets. The system for inte-
grated assessment of the cluster potential includes the production
component, which includes the assessment of the resource intensity
of cluster products, the innovative component, which reflects the
share of innovative products in revenue and additional profit from it,
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the labor component, including investments in human capital, finan-
cial, organizational and natural resource component.

The participation of regional institutional structures in the for-
mation and management of cluster development make it possible to
increase the effectiveness of regional programs of social and eco-
nomic development and to strengthen support from regional and state
authorities of economic activities of cluster members.

4. REQUIREMENTS FOR INTEGRATED STRUCTURES
WITH INNOVATIVE DEVELOPMENT

Presentation of innovative ideas in the form of innovative pro-
jects and evaluation of their effectiveness are the central link in the
process of forming strategies for innovative development. When
forming an innovative portfolio, it is important to formulate require-
ments for indicators of innovative solutions and to identify the condi-
tions for their implementation. In this regard, it is necessary to de-
velop a model that allows quantifying the innovation project and solve
such problems as:

— Formation of requirements to the project, which can be consid-
ered as innovative;

— The choice of the project among the available ones, which can
be considered as innovative and best;

— The choice of the way to implement these requirements;

— Evaluation of the reaction of the external environment (the exter-
nal environment is considered taking into account the transna-
tionalization of the industrial market) for the implementation of the
project that accompanies the change in the competitiveness of
the company;

5. ASSESSMENT OF THE LEVEL AND DYNAMICS
OF INCREASING COMPETITIVENESS.

In accordance with the tasks, it is proposed to assess each com-
plex project, based on changes in the level of competitiveness of the
company and the speed with which it is achieved when the project is
implemented.

Innovation of the project is assessed not only on the basis of the
availability of innovation, but also on the level of indicators character-
izing the life cycle of the investment project, namely, the level and
speed of increasing competitiveness. The value of the restriction on
changing the level of competitiveness, corresponding to the innova-
tive development option, can be defined and set as a requirement for
the desired change in the share of the industry market on which the
company operates.

If we assume that the market share is proportional to competi-
tiveness, then the level of competitiveness and the rate of its change
can be linked analytically with the level of indicators of phases of the
life cycle of the project (Figure 1). This analytic dependence can be
represented by a linear model.
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Fig. 1. Dynamics of project competitiveness [5]
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We emphasize that the requirement of a dynamics of increasing
competitiveness is not only very important, but also dominates, as it
essentially determines the effectiveness of the implementation of the
innovation project.

To assess the innovative level of the project, in addition to de-
veloping a methodology that is based on a model that adequately re-
flects the requirements for an innovative project, it is also necessary
to evaluate the system of performance indicators of the company,
which is presented through economic and financial indicators. In the
conditions of market relations there is no rigidly unified system of in-
dicators. Each investor independently determines this system, based
on the features of the innovation project and the environment for its
application. We emphasize only that the following set of requirements
is presented to the system of indicators.

It should:

— to cover processes at all stages of the product life cycle;

— to be formed on prospect (a minimum from 3 to 5 years) on the
basis of the retrospective analysis of activity of the organization
and possible scenarios of development of environment;

— torely on data on the competitiveness of specific goods in specific
industry markets;

— key figures should be expressed by absolute, relative and specific
values (for example, profit, profitability of goods and production);

— requirements must be coordinated with all sections of the plan
and reflect all aspects of the organization's financial activities (in-
come, expenses, insurance, liquidity of securities and funds,
taxes, etc.).

Thus, the analysis of the innovative nature of the project is based
on the following assessments:

1) In determining the innovative character of the process, it is nec-
essary to assess whether a given socio-economic effect is
achieved and what is the rate of achievement of the planned val-
ues of this effect. At the same time, we assess whether there is
the possibility of obtaining it by known methods.

2) The innovation process is characterized by a faster increase in
the result under the influence of the control action than was
achieved in the previous period on the basis of the best decisions.

3) For Innovative process is more important not technological, but
market novelty, which manifests itself not only in obtaining new
consumer properties of the service (products), but also in raising
the level of known consumer properties.

4) The innovation process increases the life cycle of the project
compared to the most effective one currently known.

5) Innovation of the project can be determined not only by techno-
logical novelty, but also by the structure and level of the sources
of funding for innovative projects, which can provide an innova-
tive dynamic of the result.

6) The developed economic model allows to put forward demands
to indicators of the project of innovative type on the basis of de-
sirable rates of growth of level of competitiveness and restrictions
On resources.

7) To solve the problem of quantifying the planned level of compet-
itiveness increase, it is suggested to link the level of competitive-
ness analytically with the level of indicators of phases of the life
cycle of the project.

The model corresponding to the listed requirements reflects the
analytical dependence between the level of the company's competi-
tiveness and the basic characteristics of the project, which includes
integrated indicators of the project's effectiveness, which also deter-
mines the time of achievement of the result.

To assess the innovative level of the project, in addition to the
methodology that is based on a model that is adequate to the require-
ments for an innovative project, a system of company performance

1316 AUT0BUSY 62017

indicators presented through economic and financial indicators is also
necessary.

The innovative way of development of PES is achieved by an
effective depth of state regulation of economic and production pro-
cesses, which is realized by the proportions between the public sector
of the economy and the private and regulatory focus on certain mech-
anisms, in particular, the formation of cluster systems. [5]

CONCLUSIONS

1. The cluster structure of economic entities extends the productive
potential of the integrated structure, making it larger than the sum
of the potentials of the subjects forming the cluster;

2. Synergy as a result of integration and cooperation is a source of
growth of competitiveness and financial and economic stability of
the cluster and constituent entities;

3. The cluster has increased abilities for self-development of an in-
novative character due to synergy;

4. An essential feature of the cluster is the geographical proximity of
the economic entities participating in it;

5. In the formation of clusters, the evaluation of potentially possible
participants in this structure is relevant. The principal components
of the express methodology [4] are enlarged for the identification
of expedient activities in the formation of a sectoral cluster.

6. ltis proposed to supplement the methodology [4] of the selection
of cluster subjects by explicitly expressed criteria of innovative
possibilities of potentially possible territorial integrated structure.
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Klastery podstawg dla zwigkszenia konkurencyjnosci
przedsiebiorstw i regionow

W artykule przedstawiono krotkg analize mozliwosci
zwigkszenia konkurencyjnosci i wzrostu gospodarczego 0raz
stabilnosci finansowej przedsigbiorstw, na bazie organizacji
klasterow podmiotéw gospodarczych..
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