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INCREASE OF COMPETITIVENESS OF
THE CONSTRUCTION ENTERPRISES
IN THE CONDITIONS GEOPOLITICAL
TRANSFORMATIONS

O6’ckmom docuioncenns € KOUKYPEHMOCNPOMONCHICTY OYOI8eNvHUX NIONPUEMCIE 8 YMOBAX 2CONONTMUUNUX
mpanchopmaii. Oonicio 3 nesupiutenux npobiem 6 Uil cepi € ouinka 6nausy 308HIUNHIX Dakmopie Ha po3-
sumox 6ydisesvnux nionpuemcms. Icnyroui Memoouxyu ouinKu KOHKYPEHMOCNDPOMONICHOCTE documb 00 'cmmi ma
mpydomicmxi i 30cepedceni OinvuLe Ha eKOHOMIUHOMY PO3GUMKY Oydisebnux NiONPUEMcme ma ix KOHKYpenmie.
I mativice ne 8paxosyroms 2e0NOIMUUHUX 3MIH 8 308HIUHbOMY Cepedosuuyi Oydieebrozo nionpuemcmeaa. Came momy
asmopamil, 3a 00NOM02010 BUKOPUCTRAHISL MAMPUUHO20 MemOoOY, Y10 PO3PoOIeHO eKcnpec-memooury, SKa 00360~
JISIE OUTHUMU BNIUE 2€0NONIMUYHUX MPAHCHOPMAYTLL HA PIBeHb KOHKYPEHMOCPOMOdcHocmi. B x00i docuidncenns
MAKONHC BUKOPUCTNOBYBATUCS MEMOOU KIACTNEPHOZ0 AHANIZY, Wo 0036010 po3ditumu obracmi Ykpainu na epynu
3a o3naxamu inmencusnocmi 6ydisHuLmea ma 6NAUSY PYXyY SHYMpiunvo nepemiwenux ocio. lepwa epyna — nai-
Oivuia 3 6UCOKUM PO3BUMKOM Oydieeviol 2aysi, Opyea — HAUMEHILA 3 BUCOKUM PO3CUMKOM 0YdicenvHol 2anysi
Ma 6UCOKOKW KIIOKICIO SHYMPIUHbO NepeMiuenux ocib ma mpems. — 3 HUSLKUM PO36UMKoM Oydienvnol 2anysi
ma HU3bK010 KIIbKICMIO 6Hympiunvo nepemiuenux oci6. Taxodc y npoueci 00CaioNcens suKopucmosy6aescs Memoo
MaAMpuun020 Nidx00y, U0 003604UE OMPUMATIU THOOPMAUII0 CTNOCOBHO CULLHUX T CLAOKUX cmopin 0y0isenbozo
NIONPUEMCNBA 8 ACNEKMI 2e0NOJTMUYHUX MPAHCHOPMAUTIL, A 20J08HE OUTHUMU, SK 3 THUMU HC 2€0NOJTMUMHUMU
PUSUKAMU CRPABILAIOMbCS THILT NIONPUEMCEA. 3anpononosana memoouxa niditide 0is nposedemis nomouHozo
Konmpoio. 3acmocysanis 0anoi Memoouxu na nionpuemcmei ne nece 000amxosux eumpam 0is 0yoieeiviozo
nionpuemcmea. Ananis cnpouenuil, 0CHOBAHUL HA 3a2aTbHOO0CTIYNHUX OAHUX, MOJNCE BUKOHYBATNUCS €KOHOMICIOM
6 cmandapmuomy naxemi npozpamiozo 3abesnevenns: Excel, moxce maxoye cmamu uwacmumnoio anarimuunux
naxemis npozpamiozo 3abesnevenis, uo GUKOPUCTOBYIOMbC HA NIONPUEMCMEL. Y nopieusnni 3 anaioziunumu
GI0OMUMU MEMOOUKAMU OUTHKU KOHKYDEHMOCTIPOMONICHOCTE 3 00NOMO2010 NPONOHOBAHOZ0 AHANIZY OUIHIOEMbCSL
KOHKYPEHMOCTIPOMONCHICID came 6 acnexmi zeonoiimuunux mpancgopmayiii. Lle dozsonse 6ydieenvium nionpu-
EMCTBAM GUSHAYUMU PiBels 3AXUCTNY 610 6NAUCY (PAKMOPIE 306HIUIH0O20 CePe)OsULA.
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1. Introduction

One of the features of the activities of a construction
company is the location, the region. The nature and features
of construction are determined by the level of develop-
ment of the region. Globalization and increased mobility
of people opens up new opportunities for construction
enterprises: the volume of customers, their solvency, is
not limited to the locality for construction enterprises.
Geopolitical transformations in the region, related areas,
in the country and in the world form the socio-economic
conditions for enterprises. Accordingly, the competitive-
ness of a construction company directly depends on the
competitiveness of the region in the state, and the state
in the world. There is a need for new mechanisms for
managing competitiveness, taking into account changes in
the political system and international borders. Therefore,
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it is relevant to study the competitiveness of enterprises
in the aspect of geopolitical transformations.

2. The ohject of research
and its technological audit

Within the framework of the object, the part that de-
termines the subject of research is highlighted: the methods
and methodologies for assessing the competitiveness of an
enterprise. Classical methods for assessing the competitive-
ness of a construction company contain a unit for assess-
ing changes in the external environment. One of the most
problematic places in this block is the lack of consideration
of globalization processes and geopolitical changes. That is
why, in modern conditions, it is advisable to introduce into
this block a component of the assessment of geopolitical
transformations of the state and world level.

.
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3. The aim and ohjectives of research

The aim of research is development of a methodology
for assessing geopolitical transformations and its impact on
the competitiveness of construction enterprises in Ukraine.

To achieve this aim it is necessary to solve the fol-
lowing objectives:

1. To analyze the impact of geopolitical transforma-
tions on the activities of construction enterprises.

2. To conduct a cluster analysis of the regions of Ukraine.

3. To build an express methodology for assessing the
competitiveness of a construction company in geopolitical
conditions.

4. Research of existing solutions
of the prohlem

Scientists began to deal with competitiveness issues
relatively recently. The initial methods, methods of analysis
of industries and competitors were founded by the author
of [1]. These techniques are general and universal for
any enterprise.

The construction industry has quite specific features
and classic methods of increasing competitiveness and does
not give high results. Among the main directions of solv-
ing this problem is detailing the competitiveness manage-
ment system [2]. As well as the use of specific industry
methods and techniques [3, 4]. But in these studies, the
specifics of construction enterprises are not considered.

The work [5] is devoted specifically to increasing the
competitiveness of a construction enterprise, but the main
factors influencing competitiveness are the costs and low-
ering (internal factors). In [6], the construction industry
is considered as an object of investment, and accordingly,
not only internal factors, but also external ones are al-
ready included to assess competitiveness, geographical
factors are added (the analysis was carried out for UK
enterprises).

In none of these works, when creating a mechanism to
increase the competitiveness of an enterprise, geopolitical
changes were taken into account. European scientists have
been observing a rather intensive process of geopolitical
transformations over the past thirty years (the collapse
of the Soviet Union, the creation of the European Union,
military conflicts in Georgia, Moldova and other coun-
tries). In [7], it is proved that geopolitical processes not
only affect the development of certain regions, but also
contribute to socio-economic shifts. However, this study
is general and the effects of such landslides on enterprises
in specific industries are not shown.

The works [8, 9] give a clear vision of the influence
of geopolitical transformations on the competitiveness of
enterprises, but small, medium-sized enterprises of trade
and enterprises of the oil complex are considered.

The authors of [10] consider enterprises as an out-
standing part of the region’s resources, and the socio-
economic situation of the region as one of the main fac-
tors for increasing the enterprise’s competitiveness. This
statement can be considered from the side of geopolitical
transformations.

As a result, it can be earned that scientists agree
that there must be geopolitical factors in the system for
increasing the competitiveness of enterprises. The lion’s
share of research to solve this problem is carried out in

the field of industry, trade, agriculture, etc., there are
few local studies in the construction industry, and there
are no studies from the perspective of the influence of
geopolitical factors on the competitiveness of the con-
struction industry.

5. Methods of research

The application of cluster analysis allows to divide the
regions of Ukraine into groups according to the signs of
construction intensity and the impact of the number of
internally displaced persons (IDPs). Graphical and tabu-
lar methods are used to clearly summarize the statistical
material of the work. And the application of the matrix
method makes it possible to obtain information about the
strengths and weaknesses of the construction company
in the aspect of geopolitical transformations, and most
importantly, to evaluate how other enterprises cope with
the same geopolitical risks. The abstract logical method
is used to generalize and formulate the conclusions of
the study.

6. Research results

The main geopolitical factors in the classical sense
include the geographical position of the country (access
to the seas and oceans). The activities of a construction
company are affected by the landscape; the presence of
mountains, deserts, swamps; river communications; soil,
climate, vegetation, minerals (availability of building ma-
terials). Also in the political and economic aspect, the
size of the territory, the length of the borders and their
configuration are important; the number and composition
of the population living in the country, etc.

If purely geographical factors affect the nature and
complexity of construction work, then the number and
composition of the population living in the region forms
the main client base. Politically economic changes in ad-
jacent regions are often the reason for the intensification
of migration flows, and, accordingly, the reason for the
change in the qualitative and quantitative composition of
clients. According to the Ministry of Social Policy dur-
ing 2014-2018, the total IDP number from the occupied
territories of Ukraine amounted to 1516.237 thousand
people [11, 12]. 166 329 people were registered in Kyiy,
and 126 990 people in the Kharkiv region, 74 390 people
in the Dnipropetrovsk region, 66 032 people in the Kyiv
region and 40 876 people in the Odesa region. Let’s
examine how such a geopolitical change in Ukraine af-
fected the volume of work performed by construction
enterprises (Table 1).

Having built the graph, it can be noted that there
is a fairly close relationship between the growth rate of
construction for 2014-2018 and the IDP arrival in the
region (Fig. 1).

It becomes clear that those regions in which the ATO
(anti-terrorist operation) continues have conflicting in-
dicators. For further analysis, the author excludes the
Donetsk and Luhansk regions from the sample. Based on
the exhausted sample, the authors conducted a cluster
analysis of the influence of individual geopolitical fac-
tors on the activities of construction enterprises (Fig. 2).

After conducting cluster analysis, the authors identi-
fied 4 groups of regions (Table 2).
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Table 1
Output data for the analysis of the influence of geopolitical transformations on the activities of construction enterprises
Regions of Ukraine The growth rate of construction The number of registered internally displaced persons
products 2014/2018 (Tp) 100 thousand people (IDP)
Vinnytsia 4.86338 0.11434
Volyn 2.86239 0.02590
Dnipropetrovsk 3.06784 0.74391
Donetsk 1.25945 5.52695
Zhytomyr 3.61780 0.07280
Zakarpattia 4.18464 0.03670
Zaporizhzhia 3.03594 0.56049
Ivano-Frankivsk 3.38970 0.03571
Kyiv 3.31194 0.66032
Kirovohrad 3.25752 0.06629
Luhansk 0.77650 2.92746
Lviv 3.56579 0.10888
Mykolaiv 2.82505 0.08638
Odesa 3.51979 0.40876
Poltava 1.774986 0.25488
Rivne 1.57545 0.03267
Sumy 1.82721 0.11176
Ternopil 2.30959 0.02123
Kharkiv 3.26403 1.26890
Kherson 2.76159 0.14298
Bhmelnytskyi 3.51877 0.06547
Cherkasy 2.86775 0.11326
Chernivtsi 1.75857 0.02427
Chernihiv 1.72320 0.08417
Kyiv City 2.85120 1.66329

Note: calculated and compiled by the authors based on data [10, 11]
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Fig. 1. The impact of geopolitical transformations on the activities of construction enterprises
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and the growth rate of construction enterprises
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Tahle 2

Characteristics of selected clusters

Cluster

Intervals

Characteristics

Growth rate: 0-2.5
IDP: 0-0.7

Cluster 1.
Regions: Poltava, Chernivtsi,
Chernihiv, Rivne, Sumy, Ternopil

The growth rate of production and migration flows are quite low

Located at a distance from the
conflict zone, but almost all are
borderline

Growth rate: 0-2.5

Regions: Dnipropetrovsk, IDP: 0.7-1.4

Kharkiv, Kyiv

Cluster 2 IDP: 0.7-1.4 Has no characteristics
There is not a single area in which there would be a large number of IDP migration
flows and a low level of growth in the volume of the construction industry
Cluster 3. Growth rate: 2.5-5 Large, densely populated, high

The high level of IDP migration flows has led to an increase in construction volumes

levels of domestic regional pro-
duct, are close to the conflict zone

Cluster 4.

Regions: Vinnytsia, Volyn, Zhy-
tomyr, Zakarpattia, Zaporizhzhia,
Ivano-Frankivsk, Cherkasy, Khmel-
nitskyi, Kherson, Kirovohrad, Lviv,
Mykolaiv, Odesa

Growth rate: 2.5-5
IDP: 0-0.7

investment attractiveness of the region

The distance from the conflict zone reduces IDP migration flows and increases the

Medium and small, sparsely po-
pulated, medium and low levels
of domestic regional product, are
far into the conflict zone

Based on the analysis, three groups of regions are iden-
tified (Fig. 3):

1. The first group of regions and the most with stable
development of the construction sector (high growth rate)
and remoteness from the conflict zone, low IDP growth
(cluster 4).

2. The second group of regions is quite small with
a low level of development of the construction sector and
a small IDP amount (cluster 1).

3. The third group includes only three regions (the lar-
gest in Ukraine) with a high level of growth and a high
number of IDP (cluster 3).

IDP GR l

Cluster 3 >
PGRY +
//

CONFLICT ZONE

Fig. 3. The influence of the proximity of the conflict zone
on the work of construction enterprises

The proximity of the ATO zone (Dnipro, Kharkiv, Kyiv)
led to the displacement of the maximum IDP number and
caused an increase in the volume of construction work
(demand creates supply) with government intervention
through the financing of social housing.

A sufficiently safe distance from the ATO zone allows
investors to invest in construction even without a massive
increase in demand.

Certain regions that are at a fairly large distance have
low construction growth rates. That is, this geopolitical
transformation does not affect the construction industry or
affects indirectly in these areas. Therefore, when assessing
competitiveness, it is necessary to use other indicators
in this block.

The successful functioning of the enterprise in the
market requires the need for regular monitoring of its

competitiveness. This allows to identify the strengths and
weaknesses of the enterprise, to identify its potential and
existing geopolitical threats and, accordingly, to maximize
the competitiveness policy.

To assess the impact of geopolitical transformations
on the competitiveness of a construction company, it is
necessary to develop a list of indicators characterizing
this influence. Based on the studies, it can be noted that
the main indicator of the company’s activity in the aspect
of competition is its volume of construction. It should
be noted that the second aspect of the statistical deter-
mination of the size of the enterprise is the number of
employees. Introducing the geopolitical component, the
authors chose a comprehensive indicator — the rating of
the region. This indicator includes geographical, political
and economic factors. That is why for the express analysis
the following indicators were selected (Table 3):

1. The ratio of the growth rate of the volume of con-
struction of the enterprise and the growth rate of the
volume of industry products.

2. The ratio of the growth rate of construction workers
and the growth rate of workers in the construction industry.

3. The ratio of the rating of the enterprise to the rating
of the region.

Table 3

Initial data for the express analysis of the competitiveness
of a construction company in 2018 in Kharkiv (Ukraine)

Indicators «Trust Zhytlo- | «Zhytlobud-2» | «Avan- | Kharkiv
bud-1» PLC LLC tazh» LLC | region

Construction 1.91 3.20 18 | 1015
growth rate
Employees (staff) 129 113 1.08 112
growth rate ’ ' ' '
Company rating
and region 230 208 158 168
rating [13]

The list of indicators can be expanded in each case.
To assess competitiveness, the use of the matrix method
is proposed. Matrix analysis methods are based on linear
and vector-matrix algebra and are used to study complex
and multidimensional structures. The areas of application
of the matrix method as a method of economic analysis
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are diverse, but the method is most widely used for a com-
parative assessment of the activities of various systems
(enterprises, structural divisions, etc.).

The algorithm for applying the matrix method to assess
the competitiveness of an enterprise is shown in Fig. 4.

A

Definition of estimated indicators and the formation of
a matrix from the source data (a;)

Stage 1

Stage 2
Calculation of the matrix of standard indicators

X;=a; /maxa;

Stage 3
Formation of a matrix of squares (x;)?

Stage 4
Calculation of rating

R= ’kl'xlszrkz'x%j + kprx?,
J

Stage 5
Make a rating and identity a leader

Fig. 4. Algorithm for assessing competitiveness by the matrix method

As a result of comparative analysis, the rating of the
systems under consideration is determined. Let’s consider
the algorithm for applying the matrix method.

Stage 1. Determination of estimated indicators and the
formation of the initial data matrix ay, that is, a table
where the numbers of the systems (i=1, 2, ..., n) are
shown in rows and the numbers of indicators in columns
(=1, 2, .., m) (Table 4).

Stage 2. In each column, the maximum element is de-
termined, which is taken as a unit. Then all the elements
of this graph a; are divided by the maximum element of
the maxay reference system, and a matrix of standardized
coefficients x;; is created (Table 4).

Stage 3. All elements of the matrix are squared. If the
significance of the indicators that make up the matrix is
different, then each indicator is assigned a weight coef-
ficient k, which turns out to be expert.

The rating score for each system is determined by
the formula:

R=\/k1-x$j+k2-x§j+...+kn-x3,.

In the case under consideration, all coefficients are
equivalent, therefore, let’s take k& for 1.

Stage 4. The received rating estimates R; are placed in
decreasing or increasing order, depending on the economic
content of the indicators making up the rating (Table 5).

According to the results of assessing competitiveness
by the matrix method, the first place in the ranking is
taken by the company «Zhytlobud-2» LLC, it is a direct
competitor to «Trust Zhytlobud-1» PLC in the struggle
for primacy in the construction market of Kharkiv and
its region. This technique provides only a comparative
group assessment. It is intended to determine how enter-
prises cope with geopolitical changes. Geopolitical changes
do not depend on the activities of enterprises and their
impact on all enterprises should be the same. However,
if the activities of certain construction companies have
deteriorated and there are no others, this is a sign that
the competitiveness of enterprises (in which economic
conditions are deteriorating) is low, and other enterprises
have been able to adapt to changing environmental condi-
tions. Accordingly, in the future, enterprises should focus
on this component of competitiveness. If the deteriora-
tion has occurred at all construction enterprises, then
geopolitical changes are a challenge for all enterprises
and the solution to this problem should be brought to
the regional or even state level.

Tahle 4

Competitiveness baseline matrix

Company
industry products

The ratio of the growth rate of the volume of
construction of the enterprise and the growth rate of

Ratio of enter-
prise rating to
region rating

The ratio of the growth rate of workers of
a construction company and the growth rate of
warkers in the construction industry

«Trust Zhytlobud-1»> PLC 1.88 1.15 1.37
«Zhytlobud-2» LLC 3.15 1.01 1.24
«Avantazh» LLC 0.56 0.84 0.69
Note: the maximum values of indicators are highlighted in gray
Tahle 5
Matrix of squares and rapid analysis results
Company Construction Growth rate of Rating of an ente?prise to a rating A Rating place
growth rate employees (staff) of a region [13]
«Trust Zhytlobud-1> PLC 0.356201 1 1 1.53 2
«Zhytlobud-2» LLC 1 0.771342 0.819223 1.61 1
«Avantazh» LLC 0.3136 0.7056 0.4761 1.22 3

s
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7. SWOT analysis of research resulis

Strengths. The strengths of the proposed express analysis
are in determining the place of the enterprise in the ranking
of competitors in the context of geopolitical transforma-
tions. An express analysis allows to determine whether
the enterprise is «coping» in the face of uncertainty and
how this happens in comparison with other enterprises
in this industry. The analysis clearly shows how competi-
tors «cope» with the same threats that the enterprise in
question faces. The peculiarity of these threats is that it
is impossible to influence them directly and they are the
same for all market participants.

Weaknesses. The weaknesses of the express analysis are
arather limited list of indicators characterizing geopolitical
transformations and directly affect the enterprise. Most
often, these indicators act indirectly, through socio-political
changes. According to the authors, this is not so much
a drawback of the methodology as a part that should be
further developed.

Opportunities. The specification and formalization of
the list of indicators for express analysis is a further de-
velopment of the proposed methodology.

Application of the methodology will allow to veri-
fy how geopolitical transformations affect the activi-
ties of enterprises in a particular industry and what
place the analyzed enterprise occupies in the ranking of
enterprises.

The technique is a universal mechanism for assessing
competitiveness; this technique is suitable for any construc-
tion enterprises. It can be modified for any enterprises,
any industry, any country, subject to the specification of
the list of indicators, the preparation of a specialized list.

Using this technique at the enterprise does not in-
cur additional costs. The analysis is quite simple and can
be performed by an economist in a standard software
package: Excel.

Threats. An analogue of the proposed methodology is
the mechanisms and systems for assessing the competitive-
ness of an enterprise. These systems and mechanisms are
quite complex, detailed and take into account almost all
factors of influence on the activities of the enterprise. But
the proposed express technique allows to quickly assess
the competitiveness of the enterprise, its dependence on
geopolitical conditions.

The simplicity of the technique allows to use it for
routine monitoring without laborious calculations.

1. During the analysis of the influence of geopolitical
transformations on the activities of construction enterprises,
the dynamics of the volume of construction work and the
IDP number in each region of Ukraine, respectively, are
examined and compared.

2. In the course of the cluster analysis of the regions
of Ukraine, they are divided into four clusters, and it is
also shown that:

— proximity of the ATO zone does not have a negative

impact directly on the development of construction

(except for areas of the ATO zone itself);

— IDP movement through social subsidies and the growth

in demand for housing have allowed to increase the

volume of construction in three regions of Ukraine;

— a relatively safe distance allows regions to actively

develop (and most of them);

— there are regions (usually borderline) in which the

development of construction has almost stopped over

the past five years.

3. To conduct ongoing monitoring of the impact of
geopolitical transformations on the construction company,
an express methodology for assessing its competitiveness
has been built. This express method allows to quickly as-
sess the competitiveness of an enterprise, its dependence
on geopolitical conditions and quickly respond to possible
threats.
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