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ABSTRACT

The article presents the results of a study of innovative activity of companies in the trade sector. It is
proved that Russian companies show low innovative activity in the commercial area. The authors
conclude that the implementation of innovative activities in the context of the globalization of markets, the
development of the digital economy, and the industrial revolution 4.0 is a necessary condition for the
functioning of companies in the trade sector. Russian retail chains are entering a stage of crisis
development and increased competition from global retail chains. Only those companies that are promptly
aware of the need for innovative activity will be able to get out of the crisis.

Keywords: Innovative activity; The trade sector; Globalization of markets; Retail chains.

RESUMEN

El articulo presenta los resultados de un estudio de actividad innovadora de empresas del sector comercial.
Esta comprobado que las empresas rusas muestran poca actividad innovadora en el area comercial. Los
autores concluyen que la implementacion de actividades innovadoras en el contexto de la globalizacion de
los mercados, el desarrollo de la economia digital y la revolucién industrial 4.0 es una condicion necesaria
para el funcionamiento de las empresas del sector comercial. Las cadenas minoristas rusas estan entrando
en una etapa de desarrollo de crisis y una mayor competencia de las cadenas minoristas globales. Solo
aquellas empresas que sean rapidamente conscientes de la necesidad de una actividad innovadora podran
salir de la crisis.

Palabras claves: Actividad innovadora; El sector comercial; Globalizacion de mercados; Cadenas
minoristas.
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1. INTRODUCTION

The provision of trade services in the Russian Federation takes place in the context of the fourth industrial
revolution, the digital economy, the knowledge economy, increased competition, and the country's
dynamic involvement in the globalization process. In these conditions, investment and innovation
activities become the most effective tool for the functioning of not only individual industries and
economies of countries but also the entire global economy. Researchers rightly point to innovation as a
necessary condition to form new knowledge, ideas, technologies, product types, as well as to raise the
industry and other sectors of the economy, etc., which will increase efficiency, competitiveness
(Gnezdova et al., 2019), and economic security (Usmanova, 2017; Tumanov, 2016). Innovation activity is
considered not only as a process of embedding new characteristics in the technique, and qualitative
parameters of the consumer product, but also as a process of implementing new technologies aimed at
meeting social and personal needs (Bagirov, 2013). It is also pointed out that in the period of sustainable
trends of increasing the role of high-tech technologies, the main tasks of activating innovation activity are
the transfer of the economy to an innovative path of development (Smorodinov, 2014; Sultangazin and
Kenzhebekova, 2015), improving the efficiency of the companies’ performance (Krasina, 2019; Fan
2020), and creating prerequisites for the formation of Industry 4.0 (Stroiteleva et al., 2019). Consequently,
the current conditions of market entities’ performance require completely different forms of economic
operations based on the investment and innovation approach in economic activity, where the role of
personnel competence and intellectual capital (Mustafayev et al., 2013), as well as contemporary
approaches to regulating trade activities (Karashchuk et al., 2019) increases.

Researchers prove that the implementation of innovative technologies based on digital technologies has
significant impact on the socio-economic growth of nations (Park and Choi, 2019), bolstering the role of
corporate social responsibility (Mayorova, 2018).

Innovative activity is the basis for improving competitiveness (Dyukov and Zyuban, 2013; Markov,
2013). At that, researchers indicate that to ensure the competitiveness of an enterprise in current
conditions, a set of management activities related to innovation management, focused on the rapid
changes occurring in the external environment is needed. The result of an innovative reform of the
management system is reflected in an increase in the values of the company's performance indicators.
Even though investing in innovation can bring benefits in the long term, innovation activity is considered
as the basis of strategic management and the main factor of sustainable development of the enterprise in a
contemporary market (Ostrovskikh et al., 2013; Botasheva et al., 2016).

Innovation activity in the country is largely associated with the globalization processes that stimulate
innovative activity (Galimulina et al., 2016); creates a competitive environment, conditions for economic
development and international trade (Christensen and Kowalczyk, 2017), on the one hand, and
innovations based on information and communication technologies acting as the main factor of
globalization, on the other hand (Zaitseva et al., 2016; Yoshio, 2017). Therefore, the international
exchange with innovations and technologies is one of the key activities where scientific and technical
cooperation, initiated primarily by global retail chains, plays a special role (Mayorova et al., 2018;
Panasenko et al., 2020). Besides, innovative activity is considered as a factor of the economic security of
the state in the context of unstable geopolitics (Boikova, 2017; Filippova, 2011).

Pointing to the importance of innovation activity for the successful development of the region, researchers
note the uneven innovation development of individual entities of the Russian Federation, proving, at the
same time, the dependence of innovation activity on the socio-economic situation in the region and the
interest of regional administrations in creating favorable conditions for innovation activities investment
and development (Kornilova and Kornilov, 2018).
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However, as the results of several studies show, realizing the role of innovation activity in current
conditions, many domestic companies do not pay due attention to this problem. In particular, the analysis
of the development level of the innovation environment by type of economic performance has shown that
most organizations are characterized by low innovation activity indicators, as well as low efficiency of
investment in innovation activities (Kharchenko, 2016). This indicates the need to take into account the
increasing requirements of the contemporary market of goods, works, and services in the implementation
of innovative activities, as well as focus on modern and promising developments, and new technologies
(Leontiev and Novikova, 2015).

Many authors come to the conclusion concerning the need for active participation of the state in the
regulation of innovation activities in the Russian Federation (Tsydenova, 2012). They point out that the
implementation of measures to regulate innovation activities will create a strong innovative economy in
the country, and increase the country's competitiveness (Shmanev and Parshutina, 2012). At that, some
researchers not only recognize the expediency of state regulation of innovation activities but also point to
the need for clear rationing of performance indicators of budget expenditures in the innovation sphere,
which will justify the target values of qualitative changes in innovation activities and public life in the
region (Gorbunov, 2015). The authors also propose mechanisms for conducting an audit of innovation
activities (Gik, 2030), modernizing financial policy through amendments to regulatory acts to improve the
efficiency of innovation-driven companies (Nechaev and Antipina, 2014), and state incentives for their
innovative development (Parfenova, 2013). Besides, it is proved that one of the most effective forms of
innovative development of the economy is a long-term public-private partnership when forming
innovative entrepreneurship (Levushkina, 2016; Yasheva, 2012). When assessing the importance of
innovation activities for improving the efficiency of the economy, researchers point to the need to create a
modern innovation infrastructure (Klimenko and Akhmetshin, 2020).

Researchers rightly consider innovation to be the basis of effective entrepreneurial activity (Pozhueva and
Lebedeva, 2011; Ramazanov and Strungar, 2018; Sinitsa et al., 2013), including distributive services.
Innovation acts as the main tool of competition and attracting investment for the development of trading
companies (Nikolaeva, 2012). In particular, it is noted that innovations allow trading companies to stay
ahead, and be proactive, forming and offering the consumer a targeted trade offer. Also, the innovative
activity of retail chains is considered as a necessary response to external challenges. At that, it is believed
that marketing innovations determine the innovative potential, as well as investment and innovative
development vector of a trading company (Bakharev and Nekrasov, 2017). Besides, it is noted that retail
organizations need to have their innovation policy in the field of assortment building of innovative
products and implementing innovative customer service technologies (Yares et al., 2018). Innovative
activity based on digital technologies ensures the joint use of offline and online environments in the
distributive industries and increases their competitiveness (Krasyuk et al., 2019).

Many analysts consider e-commerce to be one of the main areas of innovative development in trade,
whose development is hindered by various factors, such as the low development level of logistics services,
the need for investment in ICT infrastructure, the poor development of payment systems, etc. (Yanenko
and Yanenko, 2013; Ivanova et al., 2013). Creating innovative models of trade development, researchers
proceed from the need to create an appropriate knowledge management system (Kadyrova and Komarova,
2017). However, as some authors note, implementing innovative development programs in the distributive
industries requires appropriate approaches to unlock the potential of personnel, in particular, based on the
adaptation of the Worldwide CDIO Initiative! (Parshin and Kalistru, 2014).

! The Worldwide CDIO Initiative is an international project aimed at elimination of gap between theory and practice
in engineering education.
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The state and prospects for the development of innovation activity can be evidenced by the corresponding
investment activity of economic entities and state bodies (Schneider, 2014). However, the investment
activity of foreign companies is limited by certain currency risks. In particular, it is noted that among the
factors influencing innovation activity, the exchange rate of the national currency is highlighted, whose
stability is a fundamental factor in ensuring a favorable investment climate for innovation (Kosareva,
2011).

New economic conditions determine completely different approaches to the development of investment
and innovation activities, which force entrepreneurs to switch to completely different forms of economic
performance, where, in the context of global processes, increases the role of intellectual capital, innovative
competence of personnel, investment and innovation activity of economic entities, economic sectors,
countries in general, entities, etc.

The present article examines the state and likely trends of innovative activity of economic entities in the
field of services including the trade sector.

2. METHODS

The state and prospects of investment and innovation development of the Russian economy in general, as
well as particular industry sectors, were assessed using the indices described below.

1. The globalization index. Dynamics of the globalization process was measured using the most common
KOF Globalization Index proposed by the Swiss Economic Institute. The KOF Globalization Index is a
combined indicator. It includes the overall KOF Globalization Index (KOF-GI), obtained based on
individual KOF Globalization Indices (KOF Index of Economic Globalization — A, KOF Index of Social
Globalization — B, KOF Index of Political Globalization — C), which are calculated based on the
corresponding KOF-subindices, including the KOF Index of Information Globalization (KOF-InGl) (ETH
Zurich, n.d).

2. The Global Innovation Index (GllI). The GlI, proposed jointly by Cornell University, the International
Business School for the World INSEAD, and the World Intellectual Property Organization (WIPO), is
calculated as a weighted sum of estimates of 82 variables combined into two groups: 1) available
resources and conditions for innovation (Innovation Input): institutions, human capital, and research,
infrastructure, internal market development, and business development; 2) practical results achieved
through innovation (Innovation Output): development of technologies and knowledge economy, results of
creative activity (WIPO, 2017).

3. Index of organizations’ innovation activity (OIA). This index is determined by the ratio of the number
of organizations engaged in technological, organizational, and marketing innovations to the total number
of organizations surveyed (Federal State Statistics Service, 2018).

4. Index of the presence of TOP-100 global retail chains in the country (ltoe-100). This index indicates the

share of global retail chains from the list of TOP-100 present in the country for the study period
(Christensen and Kowalczyk, 2017):

Kiop_
Ii(TOP—lOO) = —(lcapoloo) , (€))]
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where lirop-100) IS the index of the presence of TOP-100 global retail chains in the country in the study
period; i is the study period; K; is the number of global retail chains present in the country in the i-th
period.

5. The penetration index of the TOP-10 global retail chains (li,). This index is defined as the change in the
number of retailers present on the market, belonging to global retail chains from the TOP-10 list, for the
study period (2). This indicator allows determining the degree of market coverage by leading global retail
chains.

K.
| —_'(T0P-10) : @)
In K
i~1(TOP-10)

where lin is the index of penetration of the TOP-10 global commercial chains operating in the country;
Kicror-10) IS the number of retailers belonging to the TOP-10 global retail chains in the country in the billing
period; Kiaor-10) iS the number of retailers belonging to the TOP-10 global retail chains in the country in
the period preceding to calculation period.

The reliability of the results obtained was ensured by compliance with the requirements of the Guidelines
for Collecting and Interpreting Innovation Data (Oslo Manual) (OECD & Eurostat, 2006).

6. Global Retail Development Index (GRDI). This index is based on the results of interviews with experts
from leading industries and A.T. Kearney's experience in working with retail chains in different countries.
In order to determine the GRDI, 25 variables are used from four constant categories: economic and
political risks, the attractiveness of the country's market, market saturation, and the time factor (the ratio
of the growth rate of gross national product and current retail spaces). According to Kearney’s Global
Retail Development Index methodology, each retail organization is awarded points based on income from
activities in international markets, their participation in franchising and alliances outside the country, and
the amount of direct investment in trade in other countries. This study used the annual reports of the
company “A.T. Kearney Global Retail Development Index” for the period from 2010 to 2019, which were
publicly available (AT Kearney, 2019).

These data were used to carry out a comparative analysis of the attractiveness of the Russian Federation
for the development of chain environment in retail trade, to assess the prospects for their development, to
determine their impact on socio-cultural changes in the behavior of consumers and buyers, and to
determine the vector of the retail industry transformation in the context of the global retail chains
development.

3. CALCULATION AND INTERPRETATION OF RESULTS

Distributive industries in the context of Russia's involvement in the world process of globalization. The
expediency of measuring innovation processes in the distributive industries in the context of global
processes is because national innovation systems are largely influenced by the innovative activity of
global players, giving innovation processes an international character. The main driving force of
globalization is multinational enterprises, whose activities (transfer of capital, knowledge, technology,
innovation, etc.) know no national bounds. Consequently, the degree of involvement of the Russian
Federation in the globalization process is an important indicator of the country's innovation activity,
efficiency, and global competitiveness of its economy in general, and the distributive industries, in
particular. Globalization contributes to the formation of an industry structure focused on the creation of
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new industries and the transformation of the distributive industries, adapted to the requirements of global
markets, and ensuring the global competitiveness of the country.
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Figure 1. Dynamics of Russia’s involvement in the overall globalization in the context of global trends
(Compiled by the authors according to the KOF Swiss Economic Institute (ETH Zurich, n.d.)

Russia's involvement in the globalization process is characterized by higher rates than the global average
indicators of the globalization process, and closely approaches the average level of regions with a high
degree of globalization (Europe and Central Asia, North America) and the group of countries with highly
developed economies (High income). At the same time, in terms of overall globalization, the Russian
Federation lags far behind countries with advanced (Germany, United States) and fast-growing economies
(Republic of Korea).

However, the analysis of the KOF subindices dynamics shows a significant lag of Russia in the
globalization process in certain areas. In particular, the dynamics of the KOF-EcGI and KOF-TrGl
subindices indicate Russia's weak involvement in economic and trade globalization compared to global
trends (Figure 2).

931



65.0

60.0

55.0

50.0

45.0

40.0

35.0
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

=@=—KOFECGI-RF =@=KOFTrGI-RF ==@=KOFEcGI-World ==@=KOFTrGI-World
Figure 2. Dynamics of Russia’s involvement in economic and trade globalization compared to global trends

(Compiled by the authors according to the KOF Swiss Economic Institute (ETH Zurich, n.d.)

The innovative activity of Russian companies in the global digital space can be assessed according to the
degree of Russia's involvement in the information globalization process.
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Figure 3. Dynamics of Russia's involvement in information globalization in the context of global trends
(Compiled by the authors according to the KOF Swiss Economic Institute (ETH Zurich, n.d.)
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Analysis of the KOF-InGI dynamics (Figure 3) indicates a higher degree of involvement of Russia in the
process of information globalization compared to the global average trends; however, Russia significantly
lags behind economically developed countries in terms of this indicator.

The creation of the digital economy in the country is largely determined by the formation of the
information society and the development of information and communication technologies. The researchers
have found close correlation between the consumer activity of the population via the Internet and the
innovative activity of companies in the field of information technology (r>0.94) (Krasina, 2019). Based on
this, the authors consider it appropriate to assess the level of penetration of global information networks in
the economy of the Russian Federation.

Table 1. Penetration dynamics of global information networks in the branches of the Russian economy, %
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020f

Economy in general 83.4 856 875 887 898 89 896 89.7 92 92 921
Wholesale and retail 88.1 89 904 918 944 946 957 935 943 93 952
Hotels and restaurants 78 805 84 85 871 873 838 86 852 871 883
Financial activities 93.7 945 952 945 937 922 92 924 952 9%  96.2

Real estate transactions 773 79.2 799 80.3 80 765 772 779 841 86.1 86.5

Recreation,
entertainment, culture, 571 628 695 741 794 811 822 845 863 879 89.1
and sports
Other activities 89.2 903 917 936 935 936 933 912 906 91.2 91.9

Compiled by the authors according to Rosstat data (Federal State Statistics Service, n.d.)

The research results (Table 1) indicate that the degree of penetration of global information networks in the
trade sector is one of the highest among the main sectors of the economy; by 2020 this figure had
exceeded 95%. However, the penetration degree of global information networks cannot be considered a
sufficient condition to recognize this industry as sufficiently innovative in terms of effective use of the
potential of modern information and telecommunication technologies. Leading companies that show great
innovation activity are characterized by the presence of their corporate websites.

= Global information and communication networks = The Internet = Organizations that had websites
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Figure 4. Industry features of using information and telecommunication technologies in certain sectors of the Russian

economy as of the beginning of 2020
Compiled by the authors according to Rosstat data (Federal State Statistics Service, n.d.)
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As can be seen from the chart (Figure 4), the trade sector has higher rate of creating its corporate websites;
thus, 54.5% of trade companies had their websites, being inferior to companies from the financial and
insurance sector, and manufacturing industries. However, none of the branches of the Russian economy
reaches the level of economically developed countries and regions in terms of the availability of corporate
websites. So, according to Eurostat (n.d), by the beginning of 2020, in the European Union (27 countries),
more than 77% of companies had websites, while in advanced countries, this figure was significantly
higher, namely, 94% in Denmark, 92% in the Netherlands, 90% in Sweden, 88% in Germany, etc.

Based on the fact that the basis of the country's economic development in the context of the fourth
industrial revolution and the knowledge economy is the innovative activity of companies, the authors
consider it necessary to study innovation activity. In particular, below is presented a comparative analysis
of the GII dynamics in the context of global trends (Figure 5).

75

70

65

- ;;__D__U—-g—‘ﬂ"/
55

50
45
40 Py X =% G NN P S
35
30

2012 2014 2016 2018 2020 2022 2024 2026 2028 2030

©USA OGermany China X Russian Federation

Figure 5. Projected dynamics of the proportion of organizations engaged in innovative activities in the Russian

Federation and the leading economies of the world
Source: (Cornell University, INSEAD, & WIPO, 2019)

The lines in Figure 5 show that the Russian economy is characterized not only by a low level of
innovation activity but also by its decline since 2015. Besides, the results indicate a relatively stable high
level of innovation activity in the German economy. At the same time, the Chinese economy demonstrates
not only significantly high rate of innovation activity but also possible outstripping of the leading
economic power — the USA, which demonstrates stagnation and decline in innovation activity — in terms
of this indicator over the next few years.

A comparative analysis of organizations in the real economy has shown a different level of innovation
activity depending on their industry affiliation (Figure 6).
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Figure 6. Projected dynamics of innovation activity of organizations in the real economy of the Russian Federation

As can be seen from Figure 6, the Russian economy in general, including organizations from the service
and trade sectors, shows significant passivity in the implementation of innovative activities.

The innovative activity of Russian trade companies and their competitiveness, as well as the prospects for
innovative development of the trade industry in general, are significantly influenced by transnational retail
chains, which are characterized by high innovation activity and are carriers of innovative technologies.
Therefore, according to the authors, the results of the study of the state and prospects of penetration of
these networks into the Russian economy will give a more reasonable idea concerning the opportunities
and limitations of innovative development of national retail chains and the trade services sector in general.
To assess the possible impact of global retail chains, two complementary indices were used, namely, the
Presence Index of the TOP-100 global retail chains in the country, and the Penetration Index of the TOP-
10 global retail chains operating in the country.

A3~ 1 7=1.7271.72
. i < 7 y = 1.6616x0:00%
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991501665
R2=0.9758
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— =—Global Network Presence Index of TOP-100 = =The Penetration Index of TOP-10

Figure 7. Dynamics of the Presence Index of TOP-100 and the Penetration Index of TOP-100 global retail chains in
Russia
Compiled by the authors according to NRF (n.d.) data and Forbs (n.d.)
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The results of the study show that the Presence Index of the global retail chains in Russia had a positive
trend until 2013, while since the end of 2013, there had been a period of rapid decline, which had stopped
by the end of 2017 (Figure 7). As can be seen from the graph, the penetration of global retail chains shows
a positive trend. The decline in global network activity in 2014-2016, according to the authors, is
temporary and stipulated by the economic situation not only in Russia but also around the world.

4. RESULTS AND DISCUSSION

The results of the study of the globalization process (Figure 1) show that Russia is becoming involved in
the globalization process at a rapid pace. The globalization of the Russian economy not only erases the
national boundaries of markets but also contributes to the formation of an innovative environment and the
transition of the economy to an innovative path of development. This is because the main players in the
global market are multinational corporations that are highly innovative and possess innovative
technologies. Consequently, Russia's involvement in the globalization process has positive impact on the
innovative activity of national companies, which not only borrow innovative technologies from them but
also have to show some innovative activity themselves to ensure the necessary competitiveness. This
conclusion is also supported by the fact that economically and technologically developed countries that
show high innovation activity, have higher KOF globalization indices.

A comparative analysis of the KOF subindices, namely, KOF-EcGIl and KOF-TrGI (Figure 2) indicates
slower involvement of Russia in the process of economic and trade globalization compared to the global
average. This is indirect evidence that the global economy and trade also have weak impact on innovation
activity and the innovative development path of the Russian economy, in general, and the trade sector, in
particular. However, the trends of more active process of Russia's involvement in the economic and trade
globalization that has developed in recent years can be accompanied by an adequate increase in innovative
activity in these performance areas.

In the context of the digital economy, which has become the basis of the fourth industrial revolution, the
possession of information technologies and the involvement of the country in the process of information
globalization have become one of the most significant indicators of the companies’ innovative activity.
Russia's involvement in the information globalization process is proceeding at a fairly rapid pace (Figure
3). At that, wholesale and retail occupy leading positions in terms of the penetration degree of global
information networks in the economic sector. This situation has developed, first of all, due to the highly
innovative activity of transnational corporations in this and related economic sectors. The authors believe
that at the initial formation stage of the digital economy, such trends can have positive impact on the
innovative activity of national companies, whose innovative policy is limited to borrowing new
information technologies.

However, as the globalization process deepens and multinational companies expand their coverage of the
Russian market of trade services through global information networks, Russian companies that have not
shown independent innovation activity and do not have their own experience in organizing innovation
activities will lose their share in this market. In particular, a significant narrowing of the range of Russian
organizations engaged in innovative activities is predicted, in contrast to economically developed
countries (Figure 4). This situation indicates that the Russian economy in the context of digitalization of
the world economy will largely remain a raw material component of the fourth industrial revolution.

At that, it should be noted that the information society is being formed in Russia, and information and

communication technologies are developing. However, according to the authors, this process is mainly
invested by the state. Business structures are quite passive, although there is close direct correlation
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between the consumer activity of the population through the Internet and the innovative activity of
companies in the field of information technology.

Although the degree of penetration of global information networks in the trade sector is one of the highest
(Table 1), the service sector and trade show the lowest innovation activity (Figure 5). This can lead to a
decline in the competitiveness of companies in the trade sector in the context of active penetration of
global retail chains, whose competitive advantage is high innovation activity. The authors prove that these
companies managed not only to overcome the problems that arose during the crises of 2013-2016 but also
to expand their presence in the Russian market of trade services. At that, a higher rate of penetration of
global retail chains is expected (Figure 6).

It should be noted that the penetration of global networks occurs, first of all, due to the squeezing out of
national retail chains, which so far manage to compensate for losses through the take-over of enterprises
of nonchain retail organizations and small businesses. However, in the strategic perspective, as such a
resource is exhausted and pressure from global networks increases, national retail chains will encounter a
crisis. Only those companies that have realized on time the need for innovation will be able to get out of
this crisis.

5. CONCLUSION

In conclusion, it should be noted that the Russian market of trade services is entering a stage of
aggravation of competition between network organizations in the context of market globalization, the
development of the digital economy, and the fourth industrial revolution. The research results obtained by
the authors allow drawing the following main conclusions:

- Russia is involved in an irreversible process of globalization, which makes markets, including trade
services markets, accessible for global players;

- the presence of global retail chains is stable, and the relatively rapid pace of their penetration increases
competition in the Russian trade services market;

- the innovative activity of Russian retail chains is falling rapidly, which in the long term will lead to
weakening of their competitiveness in comparison with multinational companies that show high
innovative activity;

- in the future, as the pressure from global chains increases, national retail chains will encounter a crisis,
from which only those companies will be able to get out that have realized promptly the need for
innovation.

The results obtained in this article can be used by trade companies and other trading services market
players when working out development strategies and the competitive struggle.
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