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OINITUMIBALIA AISABHOCTI ITIAITPUEMCTBAY BUCOKOKOHKYPEHTHOMY
PMTHKOBOMY CEPEAOBHIII (Y YEPBOHOMY OKEAHI) YEPE3
BITPOBAAJKEHHSA CTPATET'IU CTAAOTI'O PO3BUTKY

In the context of intensifying competition, a significant proportion of business entities operate in the so-called "red
ocean," a concept developed by W. Chan Kim and Ren?e Mauborgne (i.e., a highly saturated market characterized by
continuous competition for consumers). The purpose of this article is to examine the theoretical and practical aspects of
optimizing enterprise performance in a highly competitive market environment through the implementation of sustainable
development strategies. To achieve this objective, it is intended to analyze the features of enterprise functioning in the
"red ocean," identify the key principles of sustainable development, and substantiate their impact onimproving enterprise
efficiency. The results of the study on enterprise functioning in the "red ocean" indicate that this market environment is
characterized by a high level of saturation, standardization of goods and services, and the dominance of intense price
competition. Under such conditions, enterprises are forced to operate within established rules of the game, where market
share growth occurs mainly through the redistribution of existing demand, which limits opportunities for extensive
development and intensifies competition among market participants. It has been demonstrated that the key features of
the "red ocean” include high sensitivity of enterprises to changes in the external environment, reduced profit margins
due to price wars, and the dominance of an operational efficiency orientation as the primary source of competitive
advantage. At the same time, excessive concentration on internal optimization and price-based instruments limits the
strategic opportunities of enterprises and restrains their innovative development. The study substantiates that traditional
approaches to improving competitiveness in a "red ocean" environment are insufficient to ensure long-term business
sustainability. An alternative approach is the implementation of sustainable development strategies, which involve the
integration of economic, environmental, and social dimensions into enterprise management systems. It has been
established that the key directions for transforming competitive behavior include resource efficiency and circularity,
innovation, digitalization of business processes, as well as transparency and accountability in stakeholder relations. The
implementation of these approaches contributes to cost reduction, improved operational efficiency, strengthened
reputation, and the formation of long-term competitive advantages.
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B yMoBax nocmaeHHs KOHKYpeHLii 3HaYHa YacTKa CyG6'EKTiB rocroAapoBaHHs QYHKLiOHYE y TaK 3BaHOMY "4ePBOHOMY
okeaHi", KoHuenuiro sKoro o6rpynrosano B. Yau Kim ra Pene MoGopH (To6TO Ha MaKCMMaAbHO HACUIEHOMY PUHKY, IKOMY
npuTaMaHHa NOCTiitHa GopoTh6a 3a crmoskuBava). MeToO0 AaHOT CTATTi € AOCAIASKEHHS TEOPETUYHMUX Ta MPAKTUYHUX acC-
MeKTiB ONTHUMi3alii AiSABHOCTI MIAIIPMEMCTBA Y BUCOKOKOHKYPEHTHOMY PUHKOBOMY CepeAOBMINi MIASIXOM BIPOBaAKEHHS
CTpaTeriif CTaAOro pO3BUTKY. AASI AOCSTHEHHS OCTaBAEHOT MeTH mepeAbGadeHO NpoaHaAizyBaTi 0co6AMBOCTI GYHKLiOHY-
BaHHs MIAIIPMEMCTB ¥ "4epBOHOMY OKeaHi", BU3BHAYNTY KAKOUOBi IPUHLUIN CTAAOTO PO3BUTKY Ta OOTIPYHTYBATH 1X BIIAMB Ha
MiABMIEeHHS e PeKTUBHOCTI AIIABHOCTI MIAIPUEMCTB. Y pe3yAbTaTi IPOBEAEHOTO AOCAIAKeHHSI QYHKILiOHYBaHHS MIATPUEMCTB
y "4epBOHOMY OKeaHi" BCTAHOBAEHO, IO AaHe PUHKOBE CepeAOBUIIe XapaKTepU3YETHCI BUCOKMM PiBHEM HACMYEHOCTi IPO-
nmo3uuii. ¥ Takux yMoBax MIATIPMEMCTBA 3MYIIEeHi AiITM B MeXXKaX YCTaAe€HMX NPaBUA I'PU, 2 3pOCTaHHSI PUHKOBOI 4aCTKM
BiAGYBa€ETHCS EPEBAKHO 32 PAXYHOK [IePEPO3MOAIAY YMHHOTO HOMUTY, [0 06OMEIKYE MOSKAMBOCTI €KCTEHCUBHOTO PO3BUTKY
Ta MOCUAIOE KOHKYPEHII{I0 MK y4aCHUKAaMM PUHKY. AOBeA€HO, 1[0 KAIOYOBUMM OCOGAMBOCTIMY "4ePBOHOTO OKeaHy" € BU-
COKa YYTAMBICTh MIATIPUEMCTB AO 3MiH 30BHIITHBOI'O CePEAOBUINA, 3HMIKEHHSI PiBHSI Map>KMHAABHOCTI Yepe3 BUKOPUCTAHHS
LiHOBUX BilfH, a TAKOJK AOMiIHYBaHH4 Opi€HTalNii Ha onepaniiHy e(eKTUBHICTb 9K OCHOBHOI'O AJKepeAa KOHKYPEeHTHUX Iepe-
Bar. Bopnouac HapMipHA KOHLEHTpaLis Ha BHYTPIWIHi onTuMi3anii Ta BiHOBUX iHCTpyMeHTaX 06MeKy€ CTpaTeridHi MOK-
AMBOCTi IAIPMEMCTB i CTPUMYE TX iHHOBAUiiHMIT PO3BUTOK. Y XOAi AOCAIAKEeHHSI O6TPYHTOBAHO, IO TPAAMLiViHI HIAXOAM AO
NiABMIEHHS KOHKYPEHTOCIPOMOIKHOCTI B yMOBaxX "4ePBOHOIO OKeaHy" € HEAOCTATHIMMU AAS 3a6e3meYeHHsI AOBIOCTPOKOBOT
CTiMKOCTi Gi3HeCy. AAbTEPHATUBOIO BUCTYIIAE BIPOBAAKEHHS CTPATETIN CTAAOrO PO3BUTKY, AKi MepepGaqaroTh iHTerpauiro
€KOHOMIYHO1, EKOAOriYHOT Ta COLjiaAbHOT CKAAAOBUX Y CUCTEMY YIPaBAIHHS miAnpueMcTBOM. BcTaHOBAEHO, IO KAXOYOBUMY
HanmpaMaMu TpaHcdopmanil KOHKYPEHTHOI MOBEAIHKM MIAIIPUEMCTB € pecypcHa e(eKTUBHICTh i BUPKYASPHICTh, iHHO-
BaLiiHicTh, uudposisauis 6isHec-nponecis, a TAKOK NPO3OPICTH i BIATIOBIAaABHICTD Yy B3a€MMHaX 3i cTelikxoaAepamu. Pea-
Ai3anis puMx DIAXOAIB CIPUSIE€ 3HMIKEHHIO BUTPAT, MIABUIEHHIO OoNepaniiHol e eKTUBHOCTI, 3MilJHEHHIO penyTanii Ta ¢op-

MYBaHHIO AOBIOCTPOKOBMX KOHKYPEHTHMX IepeBar.

Key words: enterprise functioning; strategy; sustainable development; competitive advantages;

enterprise opportunities; innovative development.

Katouo06i caoba: pynxyionybanns nionpusmemb; cmpamezis; cmaruii po3bumorx; Kouxypenmmi
nepebazu, moxaubocmi nionpuemcmb, innobayitinuii po3bumox.

PROBLEM STATEMENT

As competition intensifies, a significant share
of businesses operates in the so-called "red ocean,"
a concept articulated by W. Chan Kim and Renee
Mauborgne (i.e., a saturated market characterized
by continuous competition for consumers). Under
such conditions, traditional approaches to
maximizing operational efficiency gradually lose
their effectiveness, while competition increasingly
shifts toward aggressive price wars, which is par-
ticularly evident in the Ukrainian market.

In particular, this is reflected in the practice
of constant discounts and promotional campaigns
among national retailers such as ATB and Silpo,
competitive tariff dumping among mobile
operators, notably Kyivstar and Vodafone
Ukraine, as well as in the struggle for passengers
in the air transportation market, where Ryanair's
low-cost offers have stimulated price reductions
by other carriers. Such processes lead to declining
profitability and a narrowing of opportunities for
the sustainable development of competing parties.

The relevance of the research topic is driven
by the need to find new approaches to optimizing
enterprise activities that not only enhance their
competitiveness but also ensure stable functioning

N

in an unstable market environment (or a red
ocean market). One such approach is implemen-
ting sustainable development strategies, which
involve a balanced integration of economic,
environmental, and social aspects of enterprise
activity.

Modern concepts of sustainable development
are transforming from a tool of corporate social
responsibility into an important element of
strategic management. They enable enterprises to
create additional competitive advantages, reduce
costs through efficient resource utilization,
increase customer loyalty, and strengthen their
market reputation. In the context of the "red
ocean," this opens up new opportunities for
differentiation and the creation of unique value.

ACTUAL SCIENTIFIC RESEARCHES
AND ISSUES ANALYSIS

The issues of optimizing enterprise perfor-
mance in a highly competitive market environment
have been thoroughly examined in the works of Re-
pich A.T.[3], K. Chan, MauborgneR.[5], Nesen L.M.,
Zhgun O.P., and Okolita I.I.[2]. Collectively, these
authors have explored the following key areas of
enterprise optimization:
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— strategic management under competitive
conditions;

— innovation as a primary driver of develop-
ment;

— the search for new market niches;

— business process reengineering;

— employee motivation and performance.

In parallel, the specifics of optimizing enter-
prise performance in a highly competitive envi-
ronment corresponding to the characteristics of a
"red ocean", through the implementation of sus-
tainable development strategies, are associated
with a number of significant challenges.

First, a conflict arises between short-term
efficiency and long-term sustainability goals.
Second, there is an increase in costs. The unstruc-
tured implementation of environmentally friendly
technologies, resource-saving measures, and
socially responsible practices raises production
costs, thereby complicating price competition.
Third, there is the issue of limited market readiness.
In highly competitive conditions, consumers often
prioritize price over sustainability, which reduces
the effectiveness of such strategies. In addition,
business process reengineering becomes parti-
cularly complex, as it requires the simultaneous
consideration of economic, environmental, and
social aspects.

RESEARCH AIM

The purpose of this article is to examine the
theoretical and practical aspects of optimizing
enterprise performance in a highly competitive
market environment through the implementation
of sustainable development strategies. To achieve
this objective, the analysis aims to examine the
characteristics of enterprise functioning in the "red
ocean," identify the key principles of sustainable
development, and substantiate their impact on
improving enterprise efficiency.

MAIN FINDINGS OF THE RESEARCH

The functioning of enterprises in the so-called
"red ocean," a concept originally developed by W.
Chan Kim and Renee Mauborgne, is characterized
by specific features that shape both the behavior
of economic entities and the logic of their strategic
development [5]. According to these scholars'
approach, this process is defined by a range of
distinctive characteristics that shape how firms
operate and compete. Within such a market
environment, competition is intense, and its main
parameters are clearly defined and commonly
understood by all participants [6].

An analysis of the research conducted by W. Chan
Kim and Renee Mauborgne [5] and their followers
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[2—3] made it possible to identify the following
features of enterprise functioning in the "red
ocean," namely:

(i) high market saturation and limited
opportunities for extensive growth;

(ii) standardization of goods and services;

(iii) the use of price wars as the primary
instrument of competitive struggle;

(iv) critical sensitivity to changes in the external
environment;

(v) an emphasis on operational efficiency.

A more detailed presentation of the identified
features of enterprise functioning in the "red
ocean," as well as their interrelationships through
specific conditions, models, and characteristics, is
provided in Figure 1.

With regard to high market saturation and
limited opportunities for extensive growth, note
that this is driven by the fact that enterprises
operate within already established "rules of the
game," where increasing market share is possible
through the displacement of competitors rather
than the creation of new value [4]. Namely, in the
Ukrainian food retail market, chains such as ATB,
Silpo, and Alma expand their market share
primarily by attracting consumers away from
competitors rather than by forming fundamentally
new market segments. This leads to intensified
competition and an increasing role of short-term
tactical decisions.

With respect to the goods and services
standardization, it should be noted that in the "red
ocean," firms' offerings often differ only slightly,
which makes it difficult to build sustainable compe-
titive advantages [1—2]. For instance, in the
Ukrainian mobile telecommunications market,
major operators such as Kyivstar, Vodafone
Ukraine, and lifecell offer tariff packages that are
similar in content (internet traffic, calls, SMS),
differing mainly in price, service volumes, or bonus
options. Hence, consumers tend to focus primarily
on price, which stimulates the development of
price competition and reduces the importance of
non-price factors such as innovation or product
uniqueness.

With regard to the use of price wars as the
primary instrument of competitive struggle, it
should be noted that in the "red ocean," enterprises
systematically resort to price reductions,
promotional offers, and other forms of short-term
demand stimulation [5]. This leads to reduced
profit margins and increased financial risks. In
extreme cases, competitive interaction takes the
form of mutual price undercutting (dumping),
where a price reduction by one market participant
triggers similar actions by others, resulting in a
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Conditions, characteristics, and models

Condition — Market
saturation

Condition — Standardization Condition — Use of price wars as
of goods and services the main instrument of

Characteristics and models: a Characteristics and models:
similarity of basic
characteristics, functional
purpose, and quality level;
production and service
delivery processes are based
on established technologies
and industry standards.

large number of homogeneous
or closely similar offerings;
difficulty in attracting new
consumers without
redistributing existing demand;
limited market growth rates or
tendencies toward stagnation.

Result: Limited opportunities
for extensive growth

Result: low level of product
and service differentiation,
which makes it difficult to

build and sustain competitive

competitive struggle
Characteristics and models:
enterprises systematically apply
price reductions, promotional
offers, discounts, and loyalty
programs to attract and retain
consumers; competitive interaction
takes the form of mutual price
undercutting (dumping).

Problem: reduced profitability due
to shrinking margins, increased
financial risks, and the formation
of a downward “price spiral”’.

advantages.

The set of conditions, characteristics of the market environment, and models of
competitive behavior of economic entities.

Result: high instability of enterprise performance

results and increased vulnerability to external
shocks.

Result: dominance of a short-term orientation
toward operational efficiency.

Condition — Critical sensitivity to changes in the Condition — Orientation toward operational

external environment

Characteristics and models: minor changes in

efficiency
Characteristics and models: focus on cost

market conditions significantly affect sales volumes optimization, improving labor productivity, and

and enterprise revenues; strong dependence on

competitors’ actions; substantial impact of
macroeconomic factors.

reducing operational losses; emphasis on
enhancing internal business processes,
logistics, and resource management systems.

Conditions, characteristics, and models

Figure 1. Features of enterprise functioning in the "red ocean™

Source: created by the author based on [1; 4-6].

downward "price spiral” [6]. In the long run, this
negatively affects investment capacity and the
innovative activity of enterprises.

Concerning sensitivity to external environ-
mental changes, firms operating in a "red ocean"
face a highly structured and rigid competitive land-
scape. Even small shifts in consumer preferences,
regulatory frameworks, or competitors' actions
can significantly influence business performance.
As a result, companies must constantly monitor the
market and quickly adjust their managerial
decisions to remain competitive [4].

Concerning the orientation toward opera-
tional efficiency as the primary source of com-
petitive advantage, it should be noted that in the
"red ocean" this involves cost optimization, increa-
sed labor productivity, and the improvement of
business processes. These elements are key drivers
for maintaining market positions; however,
excessive focus on internal efficiency may limit
strategic vision and constrain innovative develop-
ment.

These identified features necessitate the search
for new approaches to ensuring competitiveness,
among which sustainable development strategies
gain particular importance as a tool for creating
long-term advantages [4].

N

Thus, unlike traditional approaches focused on
short-term efficiency (in particular, those aimed
at cost minimization through reductions in
product quality or social guarantees), sustainable
development implies a systemic transformation of
enterprise activity, in view of economic, environ-
mental, and social dimensions.

A core principle is the integration of the
economic, environmental, and social dimensions of
sustainable development into enterprise management
systems. This implies that the achievement of financial
results should be combined with the rational use of
resources, the minimization of negative environ-
mental impacts, and the assurance of social
responsibility toward employees and society. Such
an approach enables enterprises not only to reduce
costs but also to enhance their reputation and
strengthen trust among stakeholders.

One of the key principles is also the orientation
toward long-term value rather than short-term
gains. In the "red ocean," enterprises are often
forced to operate under price pressure; however,
sustainable development strategies involve investing
in processes that ensure future stability and
resilience, particularly innovation, product quality
improvement, and human capital development [ 5—
6]. By way of example, in the Ukrainian retail sector,
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the Epicentr chain, alongside price promotions,
actively invests in the modernization of logistics
systems, the implementation of energy-efficient
technologies in stores, the development of private
labels, and staff training. This enables the company
to enhance operational efficiency and build long-
term competitiveness instead of relying solely on
short-term price reductions.

A complementary principle is resource
efficiency and corporate circularity. Optimizing
the use of material, energy, and labor resources
helps reduce costs and minimize dependence on
external factors [6]. Even in the "red ocean," the
implementation of circular economy elements
contributes to improving enterprise operational
efficiency (see Table 1).

This allows enterprises to partially move
beyond intense price competition through
resource conservation, cost reduction, and the
optimization of production processes [2—3].

N 8 ¢ &8N
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Another important principle is innovation as a
basis for differentiation. In conditions of product
standardization, enterprises operating in the "red
ocean" can achieve competitive advantages
through the implementation of environmental
innovations, new business models, and new
approaches to interaction with consumers (see
Table 2).

This enables enterprises to partially move
beyond intense price competition through the
implementation of digital customer service
platforms, personalized services, the use of "green"
technologies in production, and the development
of service ecosystems around the core product.

Another principle is transparency and
accountability in relations with stakeholders. In
the "red ocean," ensuring openness of information
regarding enterprise activities, adherence to
ethical standards, and consideration of the interests
of various stakeholder groups contributes to the

Table 1. Effects of implementing circular economy elements by enterprises in the "red ocean”

Circular economy
element

Implications for the enterprise

Optimization effect
in the “red ocean”

Reuse of materials and
resources
inputs

Reduction in costs for
purchasing raw materials and

Increased operational
efficiency and reduced
production costs

Recycling and secondary
use of waste

Reduction in waste disposal
volumes and waste
management costs

Improved environmental
efficiency and compliance
with regulatory requirements

Optimization of energy
consumption

Reduction in energy expenses

Improved energy efticiency
and reduced dependence on
external suppliers

Extension of product life
cycle
products

Reduced need for frequent
replacement of resources and

More stable production
processes and reduced costs

Implementation of closed-
loop production cycles

Minimization of resource losses
during production processes

Increased overall efficiency
of the business model

Use of environmentally
friendly technologies

Reduction of negative
environmental impact

Improved reputation and
competitive position of the
enterprise

Source: created by the author based on [4—6].

Table 2. Effects of enterprise innovativeness in the "red ocean”

Principle element

Implications for the enterprise

Optimization effect
in the “red ocean”

Environmental
innovations in production

Reduction of resource intensity and
environmental impact

Cost reduction and improved
energy efficiency

Implementation of new
business models

Diversification of revenue streams

Enhanced financial stability of the
enterprise

Digitalization of customer

interaction service delivery

Improved service quality and faster

Increased customer loyalty and
competitiveness

Development of
innovative products

offering

Formation of a unique market

Reduced dependence on price
competition

Source: created by the author based on [1; 5—6; 8].
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formation of long-term partnerships and

Thisenables enterprises to partially move
beyond intense price competition through
the formation of a new quality of mana-
gement based on a balance between effi-
ciency, responsibility, and innovativeness.

Thus, signs that an enterprise is moving
beyond intense price competition through
the implementation of sustainable
development strategies are, in a scholarly
sense, associated with a transition toward
more differentiated value-creationstrategies.
Differentiated value-creation strategies refer
to approaches in which a company or
organization creates value for customers not

Table 3. Effects of implementing transparency and
enhances business resilience (see Table 3). accountability in enterprise relations with stakeholders in

the "red ocean”

Principle element

Implications for the
enterprise

Optimization effect
in the “red ocean”

Transparency of financial
and non-financial
reporting

Increased trust from
investors, partners, and
consumers

Reduced transaction costs
and risks of information
asymmetry

Compliance with ethical
business standards

Formation of a positive
business reputation

Strengthened long-term
competitiveness

Consideration of
employee interests

Increased motivation and
employee engagement

Higher labor productivity
and reduced staff turnover

Interaction with local
communities

Reduction of social
conflicts

Improved social legitimacy
of enterprise activities

Openness in relations
with partners

Stabilization of
partnership relations

Increased resilience of
supply chains

in a single universal way, but through various
unique mechanisms that distinguish it from
competitors. The idea is that value can be created
differently for different customers or market segments,
for example through product quality (higher relia-
bility and durability [5; 6]), innovation (new features
and technologies [6]), personalization (individual
solutions for customers), service (fast service and
support [4]), brand and image (reputation and
prestige), and price/accessibility (more favorable
conditions for certain groups [1; 6]).

Basically, this means that a business does not try
to be "the same for everyone", but instead creates
different forms of value for different customers or
through different advantages in order to stand out in
the market.

The main indicators of an enterprise moving
beyond intense price competition are as follows:

1. Reduced dependence on price-based demand
stimulation tools. The enterprise gradually abandons
constant discounts, price dumping, and short-term
promotions as the main means of attracting customers,
focusing instead on product orservice uniqueness[5].

2. Increased role of non-price competitive factors,
such as quality, brand, service, innovativeness, and
customer experience. In this case, customer decisions
are determined not only by price but by the overall
value proposition[5-6].

3. Formation of a loyal customer base. The
enterprise begins to retain consumers not through low
prices, but through consistent quality, brand trust, and
long-term customer relationships [7].

4. Increased product or service margins. This
indicates that the enterprise isable to set pricesabove
the market average due to the added value it creates.

5. Active implementation of innovation and
differentiation of offerings. The enterprise creates
unique products, services, or business models that
reduce direct price-based comparison with
competitors[3].

\

Source: created by the author based on [1; 4—5].

6. Shift in strategic focus from "market share
competition" to "value competition,” where the
enterprise aims to create new consumer segments or
increase customer utility.

Collectively, these indicators demonstrate the
transformation of an enterprise's competitive behavior
and its gradual movement beyond intense price
competition through the formation of sustainable non-
price advantages.

CONCLUSIONS

As a result of the study of enterprise functioning
within the "red ocean," it has been established that such
amarket environment is characterized by a high level
of supply saturation. Under these conditions,
enterprises are forced to operate within established
rules of the game, while market share growth occurs
primarily through the redistribution of existing
demand, which limits opportunities for extensive
development and intensifies competition among
market participants.

It has been demonstrated that the key features of
the "red ocean" include high sensitivity of enterprises
to changesin the external environment, reduced profit
margins due to price wars, and the dominance of an
operational efficiency orientation. At the same time,
excessive focus on internal optimization and price-
based instruments limits the strategic opportunities of
enterprises and constrains their innovative develop-
ment.

Based on the content of the study, it has been
substantiated that traditional approaches to enhancing
competitiveness in the "red ocean" environment are
insufficient to ensure long-term business sustainability.
An alternative is the implementation of sustainable
developmentstrategies, which involve the integration
of economic, environmental, and social dimensions
into enterprise management systems.
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It has been established that the key directions for
transforming enterprises' competitive behavior
include resource efficiency, circularity, innovativeness,
digitalization of business processes, as well as
transparency and accountability in relations with
stakeholders. The implementation of these approaches
contributes to cost reduction, improved operational
efficiency, strengthened reputation, and the formation
of long-term competitive advantages.

The authors demonstrate that the implementation
of sustainable development principles enables
enterprises to partially move beyond intense price
competition and shift toward value creation through
the differentiation of products and services, the
development of innovation, and the formation of a
loyal customer base. This, in turn, ensures higher profit
margins and reduces dependence on short-term
market fluctuations.

Thus, the transition from a purely price-based
competition model to a sustainable development
strategy is considered a key direction for enhan-
cing the long-term competitiveness of enterprises
in the "red ocean" and for strengthening their
stable market positions.

Future research prospects lie in a more in-depth
analysis of the mechanisms for transforming en-
terprises’ competitive strategies in the "red ocean"
under the conditions of implementing sustainable
development principles, digitalization, and innovation-
based differentiation.
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