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COMPETITIVENESS ESTIMATION OF FRUIT AND VEGETABLE
ENTERPRISE COMPANIES OF THE REPUBLIC OF KAZAKHSTAN

Abstract. The article discusses the activities of enterprises associated with the fruit and vegetable industry. The
role of this enterprise is great because it is associated with the production, as well as with the manufacturing industry.
An assessment was made of threats to key industry players. The most effective method of dealing with substitutes is
to build a strong brand: a clear differentiation and additional benefits from the consumption of company goods, the
fight against product standardization, technological improvements, the formation of product loyalty.

Competition among existing competitors is reduced to the desire to improve their position in the market by any
means in order to conquer the consumer market. Intense competition leads to price competition, increased costs for
the promotion of goods, sometimes to improve product quality, increase investment in new developments. All this
reduces the profitability of the industry.

This approach includes five competitive forces: the power of consumers, the power of suppliers, the potential of
new participants in the industry, the threat of substitute products, and competition in the industry. A table was
created for evaluating assessment results for organizations in the industry. Developed proposals for the strategic
development of enterprises in the industry.

Keywords. Industry, production, fruit and vegetable industry, power of consumers, threat of substitute products,
strategy, competition.

Introduction. Since fruit and vegetable industry enterprises are production companies on which the
food security of the Republic largely depends on, their role is growing constantly. We will analyze the
sectoral competition in the industry for the production of fruits and vegetables in Kazakhstan based on the
Porter's model. In his model, Porter examines ways of competitiveness of manufacturers in the industry
based on certain 5 competitive forces.

Methodology. In the process of research, system analysis, expert assessments, general scientific
methods were used: analysis, synthesis, comparison.

Results and discussion. The following forces were offered by him: power of customers; power of
suppliers; potential of new entrants into the industry; threat of substitute products; competition in the
industry [1].

Schematic representation of these threats:
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Figure 1 - Competitive forces of the industry

Note - compiled by the author [1]

Competitive analysis of the industry according to Michael Porter helps determine the intensity and
degree of competitive forces in the industry, to find a position in which the company will be maximally
protected from the influence of competitive forces and will be able to influence them [1].

Michael Porter's golden rule the five competitive forces theory is the following: the weaker the
influence of competitive forces is, the more opportunities to obtain high profits in the industry the
company has. Conversely, the higher the influence of competitive forces is, the higher the likelihood that
no company will be able to provide high profitability from capital investments. And the average
profitability of the industry is determined by the most influential competitive forces [2].

Threat of new entrants into the industry. Why new players are considered to be thread? Usually, new
players introduce new production facilities, new technologies, new resources to the market, which can be a
shock for the industry, change consumer behavior, and set new work standards for existing players [3].

The power of influence of new players depends on the barriers to entry and the speed of influence of
existing market players. If the entry barriers to the industry are high and the level of opposition from
existing companies in the industry is high, then the impact of new aspirants for profits in the industry will
be minimal. Therefore, when working with new players, it is important to properly build output barriers
[4].

Porter identifies six main factors affecting the strength of entry barriers in the industry:

Economies of scale. The greater the volume of production is, the lower is the cost of producing 1 unit
of production, the more difficult it is for a new player to achieve high profitability when entering the
market [5].

Product differentiation and strength of existing brands. The higher the variety of goods and services in
the industry is, the more difficult it is for new players to enter the market and occupy a free niche.

Capital requirements. The higher the initial level of investment to enter the industry is, the more
difficult it is for new players to enter the industry.

Cost disadvantages independent of size. The higher the level of fixed costs in the industry is, the more
difficult it is for new players to profit from sales in the initial period of entry into the industry [6].

Access to distribution channels. The more difficult to reach the target audience in the market is, the
lower is the attractiveness of the industry.

Government policy. The higher the restrictions imposed by the state on activities in the industry are,
the stricter is the regulated requirements for the product in the industry, the higher is the state participation
in the industry, the lower is its attractiveness to new players [7].

Additional threats. There are also additional threats of entry into the industry for new players, these
include: the willingness and ability of existing players to lower prices to keep market share; the existing
players have additional reserve potential for active counteraction (unactuated sources of funding,
additional production capacity, connections to distribution channels, availability of free funds to increase
pressure of advertising, etc.), as well as a slowdown in the industry or negative growth rates.

— 4) ——
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Power of customers. Since buyers are consumers of the finished product and ensure the existence of a
market by meeting their needs, they can influence the competitiveness of a company’s product on the
market. When developing a strategy, a company must select those buyers who are the least influential in
the market [8].

Consumers can toughen competition by imposing higher requirements on the quality of the product,
on the level of service, and exert pressure on the price level. Higher demands on the finished product force
manufacturers to improve the quality of the product by increasing costs (better raw materials, additional
service conditions, etc.), and, consequently, reduce their level of profit.

Consumers are concentrated and make purchases on a large scale. In such circumstances, the
company will be forced to constantly make concessions to customers to ensure guaranteed income and
profits.

Products sold on the market do not possess uniqueness; and the customer can freely switch between
them without incurring additional risks.

Customers demonstrate high price sensitivity, and have a high need to lower their costs in the future.

Products purchased in the industry are raw materials for another industry. Therefore, customers will
be inclined to reduce purchase costs and look for more favorable offers to reduce the cost of their finished
products.

Consumers are not satisfied with the quality of the existing product on the market and have a hidden
or explicit need for new conditions and properties [9].

Power of suppliers. Suppliers can influence the competitiveness of a company's product on the
market, as they own resources for the production of goods in the industry. The rise in prices for raw
materials and the conclusion of transactions on unfavorable conditions for the company leads to an
increase in the cost of finished products, an increase in production costs. If it is impossible to increase the
retail prices for finished goods at a level comparable to that of raw materials, the industry's profitability
from the sale of goods or services decreases.

The appearance of substitute products. Substitute products limit the market potential in terms of price
increase. Usually, substitute products have an impact on the establishment of the upper limit of market
prices, which in the face of rising costs of production and raw materials reduces the profitability of
companies. Until market players can improve product quality and differentiate their goods from substitute
goods, the industry will have low profits and limited market growth [10].

The following types of products provide a particular threat to the growth and profit:

- substitute products that can provide the best value for money. such products in the absence of a high
level of differentiation will always encourage the consumer to the switch.

- substitutes produced by large players who have high profits in alternative markets that are able to
have a less profitable business in the existing market.

The most effective method of dealing with substitutes - building a strong brand: a clear differentiation
and additional benefits from the consumption of the company's goods, the fight against product
standardization, technological improvements, the formation of product loyalty [11].

The level of intensity of competition is high or increases if the industry has the following conditions:

- a large number of players and their equality in sales.

- low growth (or decline) of the market, which leads to a constant redistribution of the market, seizure
market shares from each other.

- low differentiation and standardization of the product in the industry creates for the consumer an
infinite number of alternatives, leads to a constant switching of consumers from one player to another,
provides a high level of instability of future income and profits.

- products belong to the category of perishable products, which encourages price reductions and does
not provide the possibility of freezing commodity balances.

- high barriers to exit from the industry force players with low profitability to exist, create an excess
of production capacity in the market. consider these threats to industry leaders [12].

We will consider the thread of substitute products as exemplified by LLP «TsinKaz». (Table 1).
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Table 1 - Assessment of substitute products for «TsinKaz» LLP (1.1 Substitute -products)

Evaluation item Comments Parameter estimate

3 | 2 1
Substitute —products «quality- able to provide the exist and occupy a | exist, but only entered does not exist
price» same quality at high market share the market and their
lower prices share is small
1
TOTAL SCORE 3
1 points low threat level from substitute products
2 points average threat level from a substitute product
3 points high threat level from a substitute product

Note - compiled by the author on the basis of [2]

The competition among the existing competitors is reduced to the desire to improve their position in
the market by any means, to conquer the market consumers. Intense competition leads to price
competition, increased costs for the promotion of goods, sometimes to improve product quality, increased

investment in new developments. All this reduces the profitability of the industry [13].
We will analyze the level of competition in the industry.

Table 2 - Assessment of the level of intra-industry competition for «TsinKaz» LLP

(Assessment of the level of intra-industry competition)

Evaluation item Comments Parameter estimate
3 2 1
Number of players The more players in the | High level of | Average level of | A small number
market, the higher the level of | market saturation | market saturation | of players (1-3)
competition and the risk of (3-10)
losing market share
3
Market growth rate The lower the growth rate of | Stagnation or | Slowing but | High
the market, the higher the risk | decline in the | growing
of constant market | market
redistribution
1
The level of product | The lower the product | Companies sell | The product on the | Company
differentiation on the | differentiation, the higher the | standardized market is | products are
market standardization of the product | goods standardized by key | significantly
- the higher the risk of properties, but | different.
switching consumers between differs by additional
different market companies benefits
2
Price increase restriction | The fewer opportunities to | Fierce price | There is an | There is always
raise prices, the higher the | competition in the | opportunity to raise | an opportunity to
risk of losing profits with a | market, there are | prices only in the | raise prices to
constant increase in costs no opportunities | framework of cost | cover cost
to raise prices growth increase and
higher profits
2
TOTAL SCORE 8
4 points Low level of intra-industry competition
5-8 points Average level of intra-industry competition
9-12 points High level of intra-industry competition

Note - compiled by the author on the basis of [2]

— 4y ——
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There are situations in which suppliers get a high level of influence on a company's profit:
- the number of suppliers in the industry is insignificant. extreme case: there is a monopoly or
oligopoly on the market;
- the volume of resources, which are produced by suppliers, is limited in volume and in time, does not
meet the demand for the market;
- the costs of switching to alternative suppliers are high (which may be due to the uniqueness of the
raw materials, or to existing obligations to suppliers);
- the industry is not a priority for suppliers, and the realization of its resources in it does not provide
significant profitability and income for the supplier [15].
We will consider the threat of new entrants into the industry (Table 3).

Table 3- Evaluation of the threat of new entrants for «TsinKaz» LLP (Evaluation of the threat of new entrants)

the market and occupy a free
niche.

Evaluation item Comments Parameter estimate
3 2 1
Economies of scale in | The greater the volume of | Not available only a few market significant
the production of goods | production is, the lower is the players exist
or services cost of purchasing materials
for the production of goods,
the less the fixed costs of 5
production affect the unit of
production
Strong brands with a | The stronger existing brands in | No major players 2-3 major players 2-3 major
high level of knowledge | the industry are, the more hold about 50% of the | players hold
and loyalty difficult it is for new players to market over 80% of the
join. market
3
Productdifferentiation The higher the variety of | low level of There are microniches | all possible
goods and services in the | product diversity niches are
industry is, the more difficult occupied by
it is for new players to enter players

2

Capital requirements

The higher the initial level of
investment to enter the
industry is, the more difficult
it is for new players to enter
the industry.

low (pays off in 1-
3 months of work)

average (pays off in
6-12 months of work)

high (pays off
more than 1
year of work)

attractiveness of the industry

open

1

Access to distribution | The more difficult it is to | access to access to distribution | access to
channels reach the target audience in the | distribution channels requires distribution
market, the lower 1is the | channels is fully moderate investments | channels is

limited

Government policy

The government can limit and
close the possibility of
entering the industry through
licensing, restricting access to
sources of raw materials and
other important resources,
regulating the price level

There are no
restrictive acts by
the state

the state intervenes in
the industry, but at a
low level

the state fully
regulates the
industry and
sets restrictions

Willingness of existing
players to lower prices

If players can lower prices to
maintain market share, this is a
significant barrier to the entry
of new players

players will not
lower prices

major players will
notlower prices

existing players
reduce prices if
any attempt to
introduce
cheaper offer is
made
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Industry grow thrate

enter the market.

The higher the growth rate of | High growing
the industry is, the more
willingly new players are to

Slowin gdown

Stagnation  or
decline

TOTAL SCORE

17

8 points

Low level of threat of new entrants

9-16 points

Average level of threat of new entrants

17-24 points

High level of threat of new entrants

Note - compiled by the author on the basis of [2]

We will assess respectively the threats for the companies of «Gold Product» JSC and «Issyk Fruit
Canning Plant» LLP.
Thus, «Gold Product» JSC is a company operating in the Kazakhstan market since 1998 and is
familiar to the consumer, first of all, as the largest producer of grape wines known under the «Turgen»
brand name, as well as canned fruits and vegetables under the brands «TurgenBrand», «Goldy», and juice
products under the brands «Goldy» and «Dobrynya» [16].
We estimate the power of consumers (Table 4).

Table 4 - Evaluation of power of costumers for «TsinKaz» LLP (Power of costumer)

Evaluation item

Comments

Parameter estimate

3

2

The proportion of
customers with a
large volume of
sales

If costumers are
concentrated and make
purchases on a large scale,
the company will have to
constantly make
concessions to them.

over 80% of sales
accounted for
several customers

a minor part of the
clients holds about
50% of sales

Sales are  equally
distributed between all
customers.

The lower the uniqueness of
the company's product is,
the higher is the likelihood
that the costumer will be
able to find an alternative
and not incur additional
risks.

company product is
not unique, there are
complete analogues

company product is
partly unique, there
are distinctive features
that are important to
customers

company product is
completely unique,
there are no analogues

Propensity to
switch to
substitute
commodity
Pricesensitivity

The higher the sensitivity to
the price is, the higher is the
likelihood that the costumer
will buy the product at a
lower price from
competitors

the costumer will
always switch to a
product with a lower
price

the costumer will
switch only with a
significant difference
in price

the costumer is
absolutely not sensitive
to the price

2

Consumers are
not satisfied with
the quality of the
existing
commodity in the
market

Dissatisfaction with quality
generates hidden demand
that can be satisfied by a
new market player or
competitor

dissatisfaction with
the key
characteristics of the
product

dissatisfaction with the
secondary
characteristics of the
product

total satisfaction with
quality

TOTAL SCORE

9

4 points Low level of cosumer switch threat
5-8 points Average level of cosumer switch threat
9-12 points High level of cosumer switch threat

Note - compiled by the author on the basis of [2]

—— Y4 ——
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All companies are characterized by a high risk of new players entering the market. This is due to the
relatively high growth rates of the industry, the impossibility of reducing the price of products by the main
market players in the event of a decrease in prices, with the peculiarity of the industry producing products
for the mass consumer [17].

We will consider power of suppliers (Table 5).

Table 5 - Assessment of power of suppliers for «TsinKaz» LLP

Evaluation item Comments Parameter estimate
2 1
Numbe rof suppliers The fewer suppliers | A small number of suppliers or | Wide rangeof suppliers

there are, the higher is | monopoly
the likelihood of
unreasonable  price

increases. 2
Suppliers resources The higher  the | Limitationsin volumes Unlimited volume
limitations suppliers  resources

limitation, the higher
is the likelihood of

prices increasing

2
Switching costs The higher  the | High costs of switching to Low costs to switch to other
switching costs are, | other suppliers suppliers
the greater is the
threat to  prices
increasing 2

Priority of direction for the | The lower the priority | Low industry priority for the | High priority of the industry for the
supplier of the industry for the | supplier supplier

supplier is, the less
attention and effort he

puts into it, the higher B

is the risk of poor

quality work
TOTAL SCORE 8
4 points Low level of suppliers influence
5-6 points Average level of suppliers influence
7-8 points High level of suppliers influence

Note - compiled by the author on the basis of [2]

The assessment showed a fairly high level of threat from substitute products. This means that the
company's products are not unique. There are companies that produce goods substitutes, in accordance
with the ratio of "price quality", which occupy a sufficiently large market share [18]. It is necessary to
work on the production of a unique product to reduce the negative impact of this factor. The level of
industry competition shows the average value. This suggests that the market has an average level of
saturation, the market growth rate is growing and the product on the market is standardized on key
parameters. At the same time, there is a possibility of a slight increase in prices only to cover their costs.
There is a fairly high level of threat of new players entering the market. This conclusion arises from the
fact that economies of scale do not work in this case. There are no very large players in the market. The
industry is mainly represented by quite small companies, there is a fairly low level of differentiation of
goods in the market. Access to distribution channels is quite open. There are no restrictive measures on the
part of the government in this direction. The growth rate of the industry is growing. For the company, the
threat of losing customers is significant. This is due to the fact that, although the company's products are
aimed at the mass consumer, however, the company's product is not unique, there are full analogues of
products on the market. In view of this, the buyer can always switch to a product with a lower price.The
company's mission is the production of domestic high-quality food at affordable prices, the revival of
agriculture in Kazakhstan.
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The principles on which the company focuses:

- strict quality control of products - control of production processes at all stages of production.

- orientation of the company to the consumer.

- compliance of product quality with all Kazakhstan and international quality standards.

- highly qualified employees.

- the company's pricing policy is flexible: «high product quality at a reasonable price» [20].

Findings. Therefore, we can recommend the company:

- to adhere to the strategy of leadership in a certain market niche and create a more unique product,

- the company should focus its main efforts on building a high level of product knowledge and on
building awareness of the unique features of the product,

- to maintain competitiveness, it is necessary to constantly monitor the proposals of competitors and
the emergence of new entrants,

- to reduce the impact of price competition on the company sales,

- activity to concentrate on building long-term relationships with the costumer,

- it is recommended to diversify the client portfolio,

- special programs are required for VIP clients and an economy program for price-sensitive
consumers.

Beii I
Hapxo3 Yuusepcureri, Anmarsl, Kazakcran

KA3AKCTAH PECITYBJIMKACBIHBIH KEMIC-KUJEK )KOHE
KOKOHIC KOCIITOPBIHAAPBIHBIH BOCEKEJIECTIK KABIVIETTIJIITTH TAJIIAY

AHHoOTanusl. Makanazna >KeMiC-KOKOHIC OHEPKICiOIMEH OalIaHBICThI KOCIMOPBIHAAPIBIH KbI3METI TaJKbLIa-
Hazbl. Bysl KociMOpBIHHBIH peii kakchkl, ce0ebi o eHIIpiCIeH, COHAali-aKk eHJey ©HepKaciOiMeH OaiiaHbICTHI.
Herisri mHmycTpuanabl OWBIHIIBIIAPABIH KaTepiepiHe Oara Oepiyii. AyBICTHIPFBIIITAPMEH JKYMBIC ICTEYIIH €H
THIMAL omici - KymTi OpeHn Kypy: KOMIIaHUS OHIMIECpiH TYTHIHYJAaH HAKTHl aWbIPMAINBUIBIK JKOHE KOCHIMINA
apTHIKIIBUTBIKTAP, ©OHIM CTaHZAPTTAYyMEH KYpeC, TEXHOJOTISUIBIK  OKeTUINipyJep, OHIMHIH aJaIbIKTHI
KQJIBIITACTBIDY.

KomnmansicTarsl GocekenecTep apachlHAa OOCEKeNEeCTIK TYTHIHY HApBIFBIH JKaylam ally YIIH Ke3-KelreH
TOCIIMEH HapBIKTAaFBI ©3 YCTAaHBIMBIH KAKCAPTyFa JETeH YMTBUIBICKA JeHiH TeMeHaeTiai. KapkeHasr 6ocexenecTik
OGara OocekenecTiriHe OKeleni, Tayapiapabl KeTepMeney INBIFBIHAAPBIH KeOelTenmi, Keiae 6eHIM camachlH
KaKCapTyFa, jKaHa KETICTIKTepre WHBECTHLMsUIAp/Abl apTThIpyFa MYMKIHAIK Oepeni. OCBhIHBIH OapIbIFbl CajlaHbIH
TaOBICTBUIBIFBIH TOMCH/ICTEII.

by Tacin Gec OocekenecTiK KYIIiH KaMTHbL: TYTHIHYIIBLIAPIBIH KYLI, )KETKI3yNIJIepAiH KYIi, cajara »aHa
KaTBICYIIBIIAP/IBIH QJICYETi, OHIMAI aybICTHIPY KayTli aoHe cajajga OacekernecTik. Cananarsl yHbIMIap YIIiH Oaraiay
HOTIDKENEPiH Oaranay YIIiH KeCTe KYpbUIIbl. OHEPKICINTeTi KOCIMOpBIHIAPAbI CTPATErHsUIbIK JaMBITy OOWBIHINIA
YCBHIHBICTap 93ipJIeHI].

Tyiiin ce3mep. OHepkocim, eHIIpic, KeMiC-KOKOHIC OHEPKaCiOl, TYTHIHYIIBIIAPABIH KyaTbl, alMacTHIPaTHIH
OHIMIEPIiH KayTi, CTpaTeTus, 09CeKeIeCTiK.

Beii IIon
Yuusepcutetr Hapxos, Anmarsl, Kazaxcran

OHEHKA KOHKYPEHTOCIIOCOBHOCTH ®PYKTOBBIX
N OBOLIHBIX MPEAIIPUATUUN PECITYBJIMKH KAZAXCTAH

AnHotanusi. B cratee oOcyxmaercs IeSTENBHOCTh NPEANPHUITHH, CBA3aHHBIX C  IUIOJOOBOIIHON
MPOMBIIIICHHOCTEIO0. PONB 3TOr0 TpeanpusThs BeNHKa, MOCKOIBKY OH CBS3aH C IPOU3BOJICTBOM, a TaKKe C
oOpabaTpIBarommel IPOMBIIIICHHOCTRIO. bhlla crenana OIeHKa yrpo3 AJsl OCHOBHBIX UTPOKOB oTpaciu. Hambomee
3¢ GeKTHBHBIA MeTOa OOpHObI C 3aMEHHUTEIISIMH - IIOCTPOCHHE CHJIBHOrO OpeHma: 4erkas muddepeHrmanus u
JIOTIOJTHUTENBHBIE BBITOABI OT MOTPEeOJCHMS TOBApOB KOMMIAHWH, OOpbda CO CTaHAApTH3aIHMEH MPOTYKIHH,
TEXHOJIOTUYECKHE YCOBEPLICHCTBOBAaHUS, (POPMUPOBAHHE JIOSUILHOCTH IIPOAYKIIHH.
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KoHKypeHIHs cpefii CYIIECTBYIOMINX KOHKYPEHTOB CBOJIUTCS K JKEJIAHHIO YIIYUIIUTh CBOM IO3UIIMU HA PHIHKE
JMOOBIMH  criocoO0aMu, dYTOOBI 3aBOEBAaTh PBHIHOK moTpedureneir. OcTpas KOHKYPEHILUS BeAeT K IIEHOBOM
KOHKYPEHIIMY, YBEJIIMYEHHIO 3aTpaT Ha IPOJBM)KEHHE TOBApPOB, MHOTNA K YIYYIICHUIO KadecTBa MPOAYKLHH,
YBEJIMUYCHUIO MHBECTUIIMI B HOBBIE pa3paboTku. Bee 310 cHMkKaeT peHTa0eIbHOCTh OTPACIIH.

9TOT IoAX0/J BKJIKOYACT B 06651 IATb KOHKYPCHTHBIX CUJI: MOUITHOCTb n0Tpe6MTenei/'1, MOIIHOCTH IIOCTABIIUKOB,
MOTEHI[MAJ HOBBIX YYaCTHHUKOB B OTPAC/IM, Yrpo3y 3aMellarolleidl MPOAyKIUH, KOHKYPEHIIMIO B OTpaciu. beiia
MOCTpOeHa TabNuIa OLIEHKH Pe3yJIbTATOB OLIEHKH IJIsi OpraHu3auuii JaHHOW oTpaciu. Pa3zpaboTaHbl npeioKeHus
0 CTPATETUYCCKOMY Pa3BHTHUIO MPEATIPUITHI B OTPACITH.

KaroueBbie cioBa. [IpOMBIIUICHHOCTh, TPOHM3BOJCTBO, IUIOJAOOBOIIHAS IMPOMBIIUICHHOCTh, MOIIHOCTB
noTpeduTeNneil, yrpo3a 3aMeraronei IpoyKIHH, CTPATEr s, KOHKYPEHIIHS.

Caenennst 06 aBTOpE:
Beii [Ion — nokropant PhD, Yuusepcuter Hapxo3s, Anmarsl, Kasaxcran, e-mail: weipeng@mail.ru, https://orcid.org/0000-
0003-0784-8330
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