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Abstract: The article deals with influence of innovations on enterprises competitiveness. The
different concepts of competition, from D. Ricardo and H. Adams up to M. Porter and Kim
Chan and R. Mouborgne are analyzed.

The importance of innovations for competition of enterprises is disclosed. The definitions of
innovation and competitiveness of different authors are submitted. Innovation as risky process
in competition from J. Shumpeterian economic view to innovation up to P. Drucker and
McMeekin and D. Soutterton commercialization as well as EU innovation policy are analyzed.
Short analysis of Lithuania’s position in the EU economy and Lithuania on innovation is made.
The importance of innovative enterprises of Lithuania for the competitiveness of Lithuanian
economy is stressed. It well demonstrates analysis of innovation activity of 27 Lithuanian en-
terprises. Methodology for construction the model of direct and indirect influence of segregated
elements of innovation management on segregated criteria of organizational competitiveness is
provided. The main suggestion is to enhance the activity of organizations at recession by im-
proving strategies mainly by fastening the implementation of innovations, training the person-
nel and management improvement.
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1 Introduction

Although there are many scientific publications on the subjects of innovations and com-
petitiveness, but the interaction is still not discovered between them suitably.

The M Porter‘s Diamond model to demonstrate the role of some factors for competition is
often used by different authors as background for analysis of competition factors. The modified
Diamond model and conclusions are formulated on basis of research and data from research
booked by the Ministry of Economy and European Commission and Innovation tools research.
Data on activity of the Lithuanian entities are collected from information published in different
information sources and interview of experts.

Subject of research — Innovation models proposed in scientific literature, situation on im-
plementation of innovations in world economy and Lithuania and activity of 27 enterprises in
Lithuania.

The goal of research — is to determine the influence of innovations for competitiveness and
to suggest the model of interaction between innovation elements and competitiveness criteria.
The methodology of research — logic comparative analysis of scientific literature, reports, statis-
tic data published and formalized interview of experts of 27 Lithuanian enterprises on closed
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responses questionnaire in May 2009, of which 3.7% were upper level managers, 63% medium
and lower level managers, 61.9% man, 88.9%, aged 25—45, i.e. those that better fell the role of
innovations at operational level.

2 Conceptual overview of competition theories

The essence of competition was analyzed by many authors, who examined the conception
of monopoly and oligopoly price discrimination, and dynamics of processes in the markets. At
the end of XX century has been spread concepts of market share, scale economies, generic
strategies, mergers and acquisitions, competitive environment etc. The variety of concepts still

exist and are commented differently by different authors (see Table 1).

Table 1. Concepts of competition. Source: Sliburyté L. (2000. p. 34)

Authors Concepts (statements) of competition

Vanberg (1996) | Framework of rooles, conditioning pecularities of functioning and could serve as
target for purposeful undertaking of human beings.

International 1) rivalry of manufacturers for favorable economic conditions. (economic aspect)

Wocabulary 2) one of the forms of fight for the same conditions for existence or reproduction

(1990, 2000) of single or few organisms (biological aspect)

Saviotti Kraft Style that companies compete for products selected by consumers. The interaction

(2004) intensity proportional to product advantages.

M.Porter (1990) | Dynamic developing process, sustainable developing area in which appear new
products and marketing streamlines, new markets and market segments and new
manufacturing processes.

Kerber (2006) ,,Test of hypothesis on competition® were the knowledge are generated and prom-
ulgated through imitation.

Jucevicius Competition is notably complex category but not situation or mode measured by

(2006) one or few parameters by using all possible conditioning within the frame of con-
centric range of competition and right for free choose.

The concepts of competition has been changing according to changes in Generic Manage-
ment concepts from F. Taylor up to e- governance as well as competition theories from A. Smith
and D. Ricardo up to intelligence in rivalry and ,,Blue ocean* strategy.

Main competitive advantages of the firm can be grouped in 8 groups: 1) peo-
ple/competence; 2) product/quality; 3) promotion/enhancement; 4) price/profitability; 5) selling
power; 6) organization ability; 7) opportunities/chance; 8) image/branding.

Accentuating the role of human resources for firm competitiveness Ch. Kim and
R. Mauborgne (2005) stressed that organization can become great only if it recognizes people as
main factor of activity effectiveness: here has to be included all kind of resources as well as psy-
chological ones.

3 Conceptual analysis of innovation theories and policy

There are different concepts of innovation provided in scientific literature. Most of innova-
tions are treated as risky process oriented for change for converting knowledge into competitive
product. A. McMeekin and D. Southerton (2007) stresses that invention becomes innovation
only when it is commercialized. A. JakubaviCius, R. Strazdas. K. Gecas (2003) stressed that it
doesn’t matter what would be a technological invention, it will be never accepted as an innova-
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tion, if it doesn’t stimulate the economy and solid-profit increase. To better understand the inno-
vation it is suggested to classify the features of innovation by criteria as it is shown in Table 2.

Table 2. Classification of innovations by criteria

No Criteria Criteria disclose
1. Newness Original/modification
2. Content Product/technology/social
3. Implementation extent Onetime/multifold
4. Effect Economic/social/ecologic/complex
5. Results Fundamental/experimental/basic/diffusive/conditional
6. Entity linement Single entity/interentity
7. Character Quantitative/qualitative/complex
8. Spreading area Individual/entities/industry/country/global

Innovative activities are the creation, adaptation and adoption of the new products, proc-
esses or services According to European Commission, innovation policy — as a generic policy —
is set of actions intended to raise the quantity and efficiency of innovative activities. Thus the
companies ought to follow S. Derry‘s (2009) suggestion quickly and effectively weed out those
ideas and innovations that do not meet five basic selection criteria: value, suitability, acceptabil-
ity, feasibility, endurance.

According to Innobarometer (2004) estimation Lithuania was on the 5th place from the
bottom between EU countries on intellectual property, on 7th place in knowledge creation and
only on entrepreneurship and innovations — on the middle of the line and that % of Lithuanian
entities does not provide aggressive innovative activity.

4 Innovation as key factor of competitiveness at recession

Special attention to innovations ought to be paid at recession period because there is little
chance to invest for market expansion at recession time. According to G. Brennan (2009) (352
companies investigated) innovation climate has improved in 47.5 % of companies, and only for
25.9 % — has worsened, in 28.2 % companies innovation budgets has increased.

Though Innobarometer (2007) investigation shows that Lithuanian enterprises are quite in-
novative (9th position in EU 27, with innovation score 3.7, i.e. 0.6 score higher of EU average),
our research provided in May 2009 (mentioned in introduction), shows that only 14.8% of
Lithuanian enterprises investigated collaborate with technology parks, and that one of the main
ways to become competitive is implementation of perspective innovations.

5 Innovation and competitiveness interaction models

In the chain of competition models described in literature, very important role plays
M. Porters* 5 market forces and Diamod and Dubble diamond models and latest modifications
made by different authors, including Nine factors model. The weak points of the Diamond
model has been analyzed by the authors are submitted in the Table 3.

On the basis of the publications new Diamond model, modified by the author is proposed
in picture 1. The main improvement of the Diamond model is incorporation of innovation as the
very important influence factor for organizational competitiveness at recession.
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Table 3. Some drawbacks of M. Porters‘ Diamond models

Authors Short comments
K.Lancaster (1966), Customers get satisfaction from and are oriented to characteristics of
C. Baird (1975) goods/services but not form goods itself
V. Kvainauskaite, The model is difficult to implement in practice, and in well-stocked markets
V. Snieska (2003) it is about impossible to get enough information on every product.
S. Oster (1994) Model can not discover competitiveness factors in integrated economies.
A. Rugman (2000) Model does not fit correctly for developing economies: it has been con-
structed for well developed ones.
C. Purlys Model does not estimate innovations as factor influencing competitiveness
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Picture 1. Modified model for research of competitiveness (M. Porter, 1990)

As it is proposed in the model, implementation of innovations play few roles: it influences
competitiveness directly by price wars and offensive (,,red ocean) strategies and indirectly
through motivation of employees and all factors of enterprise activity and sometimes via lobby
activity through governmental policy. Thus it is good time to invest in research and renew the
products, processes, structure and management as main elements of competitiveness, as it has
been recommended by Lisbon strategy and European Commission. In turn every of advantages
are complex.

Thus model of interaction between main innovation management factors and competitive-
ness at recession period ought to be as shown in picture 2.
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Picture 2. Interaction model of innovation and competitiveness (by author)
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Research showed that the very important elements of competitiveness are skilled employ-
ees and quality of products (software and equipment) and services in software implementation.
Concentration of resources for creativity training and knowledge management at recession pe-
riod is most important and effective strategies for competitiveness in nearest future.

6 Conclusions

Innovations are engine of competitive company. The ability to accumulate ideas and pro-
duce innovative product using the advanced technologies becomes the dominant source of com-
petitive advantage in knowledge society.

Investigation of scientific literature, Innobarometer 2004 and 2007 reports also Lithanian
government documents, shows that the situation in Lithuania in innovation policy and Lisbon
strategy implementation are not among the best among EU countries. Though the reports of min-
istry of Economy, the data of Department of statistic and Innobarometer research shows that
situation on innovation implementation in Lithuanian organizations ranks near the average in EU
27, our research (on 27 Lithuanian enterprises) shows that reality in Lithuania is even worse.
Very few enterprises collaborate with technology parks and research institutions or participate in
international research, only 14,8 % has scheduled financing for innovations for 2009.

To get the best out of the recession situation the companies ought to: 1) pay more attention
to develop some innovation strategies at recession; 2) pay much attention to get foundation from
EU funds for innovation; 3) to reduce current operating costs using innovation; 4) use open in-
novation to implement the best practice of other enterprises; 5) use time and resources available
for skill and creativity development and knowledge management.

To better explore the Lithuanian government opportunities in supporting and enhancement
innovations in private enterprises much attention must be stressed for implementation of special
support programs, especially in supporting cooperation between enterprises and universities,
speeding up creation of technology parks and valleys, spreading the network of business incuba-
tors etc. as well as improving different forms of creativity training.

References

Baird, C. 1975. Prices and Markets / Microeconomics. New York. London. Prentice Hall, 2009.

Brennan, G. 2009. 7 straegies for innovating way out of the recession. Available from Internet:
<http://www.innovationtools.com/ Articles/EnterpriseD etails.asp?a=399>.

Derry, S. Innovation management: How to Prioritize the Ideas [Interactive]. Available from Internet:
<http://www.innovationtools.com/Articles/EnterpriseDetails.asp?a=394 2009-03-09>.

Kvainauskaite, V.; Snieska, V. 2003. Konkurencinés rinkos paklausos vertinimas ir prognozavimas. Kau-
nas: Technologija.

Lancaster, K. 1966. New Approach to Customer Theory, Journal of Political Economy 70(1): 15-38.

Innobarometer 2004; 2007. Available from Internet: <http://ec.europa.eu/public_opinion/flach/fl164
eu.pdf)> [2008-09-17]

JakutaviCius, A.; Strazdas, R.; Gecas, K. 2003. Inovacijos: procesai, valdymo modeliai, galimybés. Vilnius:
Lietuvos inovacijy centras.

Kim, Ch.; Mouborgne, R. 2005. Blue Ocean Strategy. How to Create Uncontested Markei Space and
Make the Competition Irrelevant. Hrvard Business Shool Press.

McMeekin, A.; Southerton, D. 2007. Innovation and final consumption social practices, instituted modes of
provision and intermediation. Monchester: Center for Research on Innovation and Competition.

Oster, S. 1999 Modern Competitive Analysis. Third. Ed. Oxford University Press.

Porter, M. 1990. The Competetive Advantage of Nations. New Y ork.

Rugman, A.; Hodgetts, M. 200. International Business. A Strategic Management Approach. London.

§liburyté, L. 2000. Ekonomikos subjekty konkurencinés aplinkos vertinimas. Socialiniai mokslai, ekonomika,
daktaro disertacijos santrauka. Kaunas: Kauno technologijos universitetas, 2000 (in lithuanian).

414



	001-5-p41-Barsan-1.pdf
	006-10-p95-Bocan-2.pdf
	011-17-p45-Petk-3.pdf
	018-22-p125-Vargas-4.pdf
	023-27-p42-Bilev5.pdf
	028-31-p58-Bustos-6.pdf
	032-36-p30-Catalin-7.pdf
	037-46-p52-Garl-8.pdf
	047-51-p5-Schaten-9.pdf
	052-57-p4-Becon-10.pdf
	058-63-p89-Filat-11.pdf
	064-68-p62-Bicev-12.pdf
	069-74-p132-Burin-13.pdf
	075-79-p82-Kurlav14.pdf
	080-84-p54-Lagz15.pdf
	085-90-p2-Meln-16.pdf
	091-95-p49-Zgurov-18.pdf
	096-101-p97-Alzb-19.pdf
	102-107-p44-Coelho-20.pdf
	108-113-p103-Dzemyd-21.pdf
	114-119-p121-Debel-22.pdf
	120-125-p43-Krylov-23.pdf
	126-130-p127-Mikul-24.pdf
	131-136-p72-Popent-25.pdf
	137-142-p37-Oliv-26.pdf
	143-147-p124-Rez-27.pdf
	148-153-p110-Vainiunas-29.pdf
	154-158-p105-Zavad-30.pdf
	159-163-p73-Makar31.pdf
	164-168-p50-Pomer-32.pdf
	169-174-p119-Pasakar33.pdf
	175-180-p128-Seduik34.pdf
	181-186-p129-Centrone-35.pdf
	187-191-p102-Kliucin-36.pdf
	192-197-p122-Opro37.pdf
	198-203-p55-Plikyn-40.pdf
	204-208-p126-Stanis-41.pdf
	209-213-p118-Belw-42.pdf
	214-219-p86-Carle-43.pdf
	220-228-p116-Leal-44.pdf
	229-234-p3-Hai-45.pdf
	235-240-p135-Melon-46.pdf
	241-246-p100-Dilijonas-47.pdf
	247-253-p85-Bratu-48.pdf
	254-259-p123-Sak-49.pdf
	260-265-p144-Uzpurien-50.pdf
	266-271-p117-Sak-51.pdf
	272-277-p94-Alzb-52.pdf
	278-283-p22-Despa-53.pdf
	284-289-p57-Gaivor-54.pdf
	290-295-p141-Gurev-55.pdf
	296-300-p68-Andreevae-68.pdf
	301-306-p63-Andreeva-57.pdf
	307-311-p53-Bender-58.pdf
	312-317-p64-Brenner-59.pdf
	318-325-p51-Drakop-60.pdf
	326-330-p59-Edenh-61.pdf
	331-336-p133-Theor-62.pdf
	337-345-p66-Triomphe-63.pdf
	346-351-p83-Axinti-64.pdf
	352-356-p120-Axinti65.pdf
	357-362-p85-Bratu-85.pdf
	363-368-p92-Dragan-67.pdf
	369-374-p71-Dragan-68.pdf
	375-380-p79-Goanta-69.pdf
	381-385-p115-Krebs-70.pdf
	386-391-p81-Leopa-72.pdf
	392-397-p80-Nastac-73.pdf
	398-403-p74-Oprit-74.pdf
	404-409-p84-Vasile-75.pdf
	410-414-p136-Purlys-76.pdf
	415-420-p76-Stanciu-77.pdf
	421-426-p36-Giacomo-79.pdf
	427-432-p32-KUril-80.pdf
	433-438-p88-Kuril-81.pdf
	439-444-p87-Pupeik-82.pdf
	445-450-p34-Strukov-83.pdf
	451-455-p137-Ivinsk-84.pdf
	456-460-p139-Pakal-85.pdf
	461-465-p114-Pakal-86.pdf
	466-470-p134-Stank-87.pdf
	471-476-p46-Amar-88.pdf
	477-482-p15-Amar-89.pdf
	483-488-p17-Amar-90.pdf
	489-494-p16-Gil-91.pdf
	495-500-p19-Grues-92.pdf
	501-506--p18-Grues-93.pdf
	507-511-p12-Negoi-94.pdf
	512-516-p14-Osto-95.pdf
	517-521-p13-Tokar-96.pdf
	522-527-p21-Biele-97.pdf
	528-532-p138-Druty-98.pdf
	533-537-p113-Holban99.pdf



