A methodology of strategic management of regional economic development in
Kharkiv oblast

The Ukrainian analytical team created under the auspices of Kharkiv Management
Consulting International Ltd. has been carrying out a fundamental analysis of the
Kharkiv Oblast economy, regarding it as the first stage of the regional economic
development strategic planning process. Accordingly, much attention has been
paid to the study of other countries experience in regional strategic planning, and
first of all to the study of the corresponding methods and toolkit developed by
American specialists and their practical implementation. The methods and the
theory of the strategic planning of regional economic development implemented in
the USA laid the theoretical and methodological basis for our analysis.

The key theses relating to these aspects were extracted primarily from the
fundamental monograph “Managing Economic Development” written by
American specialists [25]. That text served as the foundation for this paper except
where deviations are indicated. We also referred widely to the textbook “Policies
of Regional and Local Goverments on Business Support” [1] written by Prof. Y.O.
Chernetskiy, President of the “Kharkiv Management Consulting International” Ltd.
and compiler of this paper, Doctor of Sociological Sciences, PhD in Economics,
Business and Management, together with Y.V.Navruzov, head of the Department
of Public Administration and Local Self-Government of the Dnipropetrovsk
Branch of the Ukrainian Academy of Public Administration, Office of the
President of Ukraine. Implementation of strategic planning activity was regarded
as a mechanism for realizing the regional strategy of social-economic development
as stated in the “Kharkivshchina - 2010” Program. However, revision of certain
theses of the Program was viewed as not only possible, but was also planned in
accordance with the analysis carried out by American and Ukrainian experts. The
analytical efforts were focused on implementation of a U.S. algorithm of strategic
planning for regional economic development.
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Poznyak S.V. The marketing analysis of competitive positions Ukraine enterprises. —
Manuscript.

Thesis on competition scientific degree of economic science candidate on the speciality
0f 08.07.01 — Economic of industry. — Institute of Economics Ukrainian NAS, Kyiv, 2003.

Thesis dedicated to problem of determination competitive enterprises positions. On the
base of analysis competitive situation at one of the basic branch of food industry had exposed an
essence of competitive positions and competitive advantages mark of Ukraine enterprises.

The methods of marketing analysis, which can be apply for the mark and forming of
enterprise competitive position were investigated and adapted to Ukrainian terms with purpose to
promote an efficiency of function subject of economy. The typical peculiarity of modern
economy system in Ukraine are making condition of effective achievement results by promotion
of marketing analysis methods. Also determinate and exposed a correlation between competitive
advantages, enterprise competitive positions a contradiction which arising in their development
process. All these process gave possibilities to develop models of the main behavior competitive
strategy, which directed for forming and improvement enterprises competitive positions in the
market. There were offered a mechanism of efficiency competitive strategy mark and cultivated
practice recommendation to using marketing analysis methods for enterprises competitive
positions of Ukraine food industrial.

Key words: marketing analysis, competitive position, competitive advantage, competitive
strategy, matrix analysis, basic branch, SWOT-analysis, demand, supply.

Why Strategic Management?

Strategic management is not a task, but a rather a set of managerial skills that
should be used throughout the organization, in a wide variety of functions.

Strategic cross-functional management is central to capitalizing on functional
excellence, and in order for functional specialists to make the greatest possible
contribution, they must take a broader view of their functions and understand how
they fit into the web of the organizational processes and, ultimately, into the
overall strategy.

Ten Major Schools of Strategic Management

Ten deeply embedded, though quite narrow, concepts typically dominate current
thinking on strategy. These range from the early Design and Planning schools to
the more recent Learning, Cultural and Environmental Schools®...

New Systemic Approach to Strategic Management

All the above schools, often fighting between themselves, favor different single-
sided approaches to strategy formulation. They represent both different
approaches to strategy formulation and different parts of the same process.
Today's managers have to deal with the entire business system - as opposite to
dealing with its different parts independently - not only to keep strategy
formulation as as a vital force but also to impart real energy to the strategic
process. They have to practice balanced results-based leadership strategies as well
as apply a balanced approaches to business systems.




Certain positive moves in this direction have been seen recently. Some of the
more recent approaches to strategy formulation take a wider perspective and cut
across the above ten schools in eclectic and interesting ways, for example
Learning and Design in the "Dynamic Capabilities" approach, or the "Dynamic
Strategy" one based on knowledge working.

The currently dominant view of business strategy - resource-based theory - is
based on the concept of economic rent and the view of the company as a
collection of capabilities. This view of strategy has a coherence and integrative
role that places it well ahead of other mechanisms of strategic decision making.’

Working On Your Business

"Most businesspeople are so busy working for their business or in their business
that they never find time to work on their business. Thus they fail to anticipate
what might happen or what they might be able to make happen."” Unless you
regularly schedule time (one-day out-of-the-office meeting a month at least) to
work on your business and answer critical questions, you'll never achieve your
stretch goals...

Strategic Innovation: Road-Mapping

The goal of the road-mapping is to develop the innovation strategy - to
choose and do the right things. The goal of innovation management is to
implement this strategy well...More

Links Between Individual Learning, Collective Learning and
Ethics...
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Without knowledge-driven and carefully planned steps towards
development strategy elaboration and implementation, it is impossible to
achieve and sustain a strong competitive position. The drafted strategy
will have “candy-box beauty”, if it is not consistently and systematically
implemented at a company-wide level.

Strategic management is implemented on a phase-by-phase basis:
formalisation of the company mission, elaboration of development
strategy and related functional product and regional strategies, design of
organisational tools of control over achievement of the set goals. The role
of the Consultant may vary from development of business strategy and
its implementation mechanisms to support of the process to bring the
business and management system to a condition ensuring attainment of
specific strategic goals.

The major principles and contours of “as it should be” management
system are identified at the level of business architecture optimisation.



The next moves include detailed description, examination and
improvement of separate management processes.

Strategic management solutions:

« competitive strategy (positioning in the marketplace, assessment
of business viability);

. financial modelling and evaluation of strategic scenarios;

« investment strategy;

. growth management ( "where to grow" and "how to grow");
. cost management;

. development of balanced scorecard;

. strategic HR management;

. informatisation strategy.

Strategic management

For enterprise management and estimation of its performance in modern life
conditions non-material/non-financial showings starting to play the major role.
Collecting, processing, integration and analyzing of financial showings for
decision making take a long time. With steady tendency of economy globalization,
decreasing of serendipity and charisma factor in management processes, with
constant growing of volume and speed of information coming, it arose a demand
of optimal formalization and system quality estimation on each stage of movement
toward company’s goal attainment. The existent estimations exclusively relays on
financial showings and do not consider today’s business environment (relations
with customers, quality), thus sacrificing long-term perspectives (hard action on
expenses decreasing affects on sort-term financial reports.)

Balanced ScoreCards gained wide distribution from the middle of 90™ and proved
itself as understandable and effective management tool for strategy performance
for undoubted purpose — profit.

System is:

- possibility to ‘digitalize’ and manage non-financial company’s activity
showings

- selected showings set for all employers based on company’s strategy

- except financial results, BSC estimate enterprise from point of view inside
business processes, clients and markets, staff and development

- manager’s tool for make employers to know activity factors, thanking to witch
organization fulfills its mission.

BSC services strategy, helps to focus on essentials, to link strategic and operational
levels, allows to answer actual business questions (for example, were income



appears from), makes to think about customer and marketing — two key business
components: ‘Who are our customers and why they buy our staff? In with things
we overcome our competitors?’

From autoimmunization point of view there are decisions from standard office and
accounting programs to specialized strategic management software.

Our experience is valuable for enterprises willing to raise operational quality and
responsibility level. In this context BSC brings the largest benefit through
transformation from one business model to another one (for example, from state
regulation organization to enterprise on free competition market), where focus
changes from product to customer.

There are already examples when some States develops national strategy on the
base of Balanced ScoreCards. In this case, one strategy component is natural
resources, another one is orientation on technological evolution.

SWOT Analysis

Discover New Opportunities.
Manage and Eliminate Threats.

SWOT Analysis is a powerful technique for understanding your Strengths and
Weaknesses, and for looking at the Opportunities and Threats you face.

Used in a business context, it helps you carve a sustainable niche in your market.
Used in a personal context, it helps you develop your career in a way that takes
best advantage of your talents, abilities and opportunities. Click here for
Business SWOT Analysis, here for Personal SWOT Analysis.

Business SWOT Analysis

What makes SWOT particularly powerful is that, with a little thought, it can help
you uncover opportunities that you are well placed to exploit. And by
understanding the weaknesses of your business, you can manage and eliminate
threats that would otherwise catch you unawares.

More than this, by looking at yourself and your competitors using the SWOT
framework, you can start to craft a strategy that helps you distinguish yourself
from your competitors, so that you can compete successfully in your market.

How to use the tool:

To carry out a SWOT Analysis, print off our free worksheet (why not do it now,
and try the technique out?) and write down answers to the following questions:



Strengths:

o What advantages does your company have?

e What do you do better than anyone else?

e What unique or lowest-cost resources do you have access to?
e What do people in your market see as your strengths?

o What factors mean that you "get the sale"?

Consider this from an internal perspective, and from the point of view of your
customers and people in your market. Be realistic: It's far too easy to fall prey to
"not invented here syndrome". (If you are having any difficulty with this, try
writing down a list of your characteristics. Some of these will hopefully be
strengths!)

In looking at your strengths, think about them in relation to your competitors - for
example, if all your competitors provide high quality products, then a high quality
production process is not a strength in the market, it is a necessity.

Weaknesses:

e What could you improve?

e What should you avoid?

o What are people in your market likely to see as weaknesses?
o What factors lose you sales?

Again, consider this from an internal and external basis: Do other people seem to perceive
weaknesses that you do not see? Are your competitors doing any better than you? It is best
to be realistic now, and face any unpleasant truths as soon as possible.

Opportunities:

e  Where are the good opportunities facing you?
e What are the interesting trends you are aware of?

Useful opportunities can come from such things as:

e Changes in technology and markets on both a broad and narrow scale
e Changes in government policy related to your field

o Changes in social patterns, population profiles, lifestyle changes, etc.

o Local events

A useful approach for looking at opportunities is to look at your strengths and ask yourself
whether these open up any opportunities.

Alternatively, look at your weaknesses and ask yourself whether you could create opportunities
by eliminating them.

Threats:

o What obstacles do you face?

o What is your competition doing that you should be worried about?

e Are the required specifications for your job, products or services changing?
o Is changing technology threatening your position?



e Do you have bad debt or cash-flow problems?
e Could any of your weaknesses seriously threaten your business?

Carrying out this analysis will often be illuminating - both in terms of pointing out what
needs to be done, and in putting problems into perspective.

Strengths and weaknesses are often internal to your organization. Opportunities and
threats often relate to external factors. For this reason the SWOT Analysis is sometimes
called Internal-External Analysis and the SWOT Matrix is sometimes called an IE Matrix
Analysis Tool.

You can also apply SWOT Analysis to your competitors. As you do this, you'll start to see
how and where you should compete against them.

Tip:

SWOT can be used in two ways - as a simple icebreaker helping people
get together and "kick off" strategy formulation, or in a more sophisticated
way as a serious strategy tool. If you're using it as a serious tool, make
sure you're rigorous in the way you apply it:

e Only accept precise, verifiable statements ("Cost advantage of
US$10/ton in sourcing raw material x", rather than "Good value for
money").

e Ruthlessly prune long lists of factors, and prioritize factors so that
you spend your time thinking about the most significant factors.

e Make sure that options generated are carried through to later
stages in the strategy formation process.

e Apply it at the right level - for example, at product or product line
level, rather than at the much vaguer whole company level.

e Supplement it with other option-generation tools - none is likely to
be completely comprehensive.

Successful businesses build on their strengths, correct their weaknesses
and protect against internal vulnerabilities and external threats. They also
keep an eye on their overall business environment and spot ad exploit
new opportunities faster than competitors. Strengths, Weaknesses,
Opportunities and Threats (SWOT) analysis is a tool that helps many
businesses in this process.

"SWOT" is an acronym which represents "Strengths", "Weaknesses",
"Opportunities”, and "Threats". To undertake a SWOT analysis, ideally, the
first step is to make a long list of every factor that defines the company's
situation. If you have a detailed one-sentence description of the company,
this is a great place to start. If the company already has a business plan,
page through and start "circling" the various factors that are descriptors of
the company and its situation.




The next move is to triage this long list in order to sort the entries into
legitimate "planning issues" (List A) and true "problems" (List B).

Take List B and determine which of the "problems" are likely to "just go
away". Put the issues that are likely "just to go away" off to the side and
focus on List A (true "planning” issues) plus the balance of list B (problems
that are not likely just to go away).

Then assign the issues to the specific categories of the SWOT analysis -
which ones are "Strengths", which ones are "Weaknesses", which ones are
"Opportunities", and which ones are "Threats?"

Note that a company's "Strengths" and its "Weaknesses" (its "flaws") are
obviously internal considerations. In "Strengths", list your company's
internal strengths that make it competitive in the marketplace. In
"Weaknesses", list any weaknesses along the value chain of your venture
that must be strengthened to ensure success.

Note that a company's "Opportunities" and "Threats" in a company's
operating environment are clearly external considerations. In
"Opportunities", list the opportunities in the market your venture is going to
capitalize on. In "Threats", list the external threats that your venture must
be aware of problems that it has to solve.

Equally obvious is the fact that "Strengths" and "Opportunities" are both
positive considerations. "Weaknesses" and "Threats" are both negative
considerations. To express these relationships, it can be helpful to think of
these factors in a 2 x 2 matrix (see below).

In order to do effective strategic planning, there are specific ways that this
information can be used by the company. In general, it is clear that the
company should attempt

« to build its Strengths

. toreverse (or disguise) its Weaknesses

. to maximize the response to its Opportunities, and

« to overcome its Threats.
Using the matrix below, try this exercise for your company.



CumyamueHuu aHaniz SWOT -aHarli3 € BaXXnNMBNUM efIeMEHTOM aHani3y 30BHILUHbOrO Ta BHYTPILLHLOMO
cepenoBuLLa YHKLIOHYBaHHSA KOMMaHIn Ansi NPUAHATTS pilleHb NPO BU3HAYEHHS MicCil, Uinen i ctparerii
opraHi3auii Yepes NoLyK cusibHUX W criabKux acnekTiB Yy AisfbHOCTI opraHisadii, Moxriueocmed i 3agpoa3,
LLIO BMMMBAIOTb Ha JisiNbHICTb opraHrisadii 30BHi (SWOT — strength, weaknesses, opportunities, threats).

lMepenik ¢hyHKUill | xapakmepucmuk 0515 aHani3y cunbHUX i cnnabkux acnekmie opaaHizauii

CwunbHi acnekTn BHYTPILLIHBLOrO CTaHOBMLLA OpraHisaLii — XxapakTepuUcTMKK, Lo OTpUManu B pesyrnbTtari
aHarnisy No3uTMBHY OLHKY. IX MOXHa BMKOPUCTOBYBATU NSt JOCATHEHHS CTpaTeriyHuX Linei ii
fisinbHocTi. Cnabki acnekTn — BHYTPILLHI XapaKTepUCTUKK, OLiHEHi HeraTuBHO. BoHN oBmexyoTb
AisNbHICTb OpraHisauii, moripwytoTs ii, a TOMy MaloTb OYTK YCyHEHi abo BUMNpaBIieHi.

30BHIIIHI 3aIPO3H Ta MOXJIMBOCTI — YUHHUKH 30BHIIITHBOTO CEPEIOBHUIIA, 1110 MOXKYTh
BiJIMOBITHO TIEPEIIKOKATH OpPraHi3ailii TOCSITTH CBOIX CTpaTeriuHuX Mijieit abo, HaBMaKH,
MarOTh TIOTEHITAJI CIIPUSHHS OpTaHi3allii B TOCATHEHHI 1 HaBITh MEPEBUKOHAHHI 1i CTpaTeT1YHUX
inen.

AHoTaNisA

IMo3uax C.B. MapkeTHMHroBHMi aHaJi3 KOHKYPEHTHHX MO3HLIA MiANPHEMCTB
Ykpainu. — Pykonuc.

Hucepraniss Ha 3700yTTS HAYKOBOTO CTYIEHS KaHIWAAaTa EKOHOMIYHHX HayK 3a
cneuianbHicTiO 08.07.01 — exoHOMIKa mpomMucioBocTi. — IHcTUTYT exoHomiku HAH VYkpainu,
Kwuis, 2003.

Jucepraniss npucBsyeHa mpoOiaemMi BU3HAUEHHS KOHKYPEHTHUX MO3UINHN MiAMpPUEMCTB.
Ha ocHOBI aHamily KOHKYpPEHTHOi cHTyamii B OJHIA 13 0a30BHX Taly3edl — XapyoBii
HPOMUCIIOBOCTI PO3KPUTA CYTHICTh KOHKYPEHTHHX IMO3HIIN Ta KOHKYPEHTHUX IEepeBar B OLIHII
KOHKYPEHTOCTIDOMOXKHOCTI ~ BITYM3HSIHMX IINPUEMCTB JaHoi ramysi. [locmimkeno Ta
aJlaliTOBaHO J0 BITYM3HSHUX YMOB METOAM MapKETHHIOBOTO aHamidy, SKi MOXYTb OyTH
3aCTOCOBaHI JUIsl OIIHKM Ta (OpPMYBaHHS KOHKYPEHTHOI IO3MWIII MiANPHEMCTBA, 3 METOIO
MiABUIICHHS €(EeKTUBHOCTI (YHKI[IOHYBaHHS Cy0’€KTIB TOCIOAApPIOBAHHS, TOBEACHO, L0 B
VYkpaiHi XapaKTepHOIO OCOOJIMBICTIO CydYacHOI CHCTEMH TOCIIONAPIOBAHHSA € 3YMOBIICHICTD
JOCSITHEHHSI e(eKTHBHUX pPE3yJbTaTiB 3aCTOCYBaHHSAM METOJIB MAapKETHHTOBOTO aHAJIi3y.
BusiBneHO Ta PO3KPUTO B3a€EMO3B’S30K MK KOHKYPEHTHHMH I€peBaraMu i KOHKYPEHTHUMH
MO3UIISIMU TMIANPUEMCTBA Ta MPOTHPIYYS, SIKI BUHHKAIOTH y MpPOILECi iX PO3BUTKY, IO Jajo
3MOTY PO3pPOOHMTH MOJIENi OCHOBHHX CTpaTeriii KOHKYPEHTHOI IMOBEIIHKH, CIPSMOBAHUX Ha
(opMyBaHHS Ta MOKpAIaHHS KOHKYPEHTHHMX MO3UIIHN MiJIPUEMCTB Ha PUHKY. 3alpONIOHOBAHO
MEXaHi3M OIlIHKM e(EeKTUBHOCTI KOHKYPEHTHHX CTpaTerii Ta po3poOJIEHO TpPaKTHUYHI
peKOMeHIallii 111010 3aCTOCYBaHHS METO[iB MAPKETHHIOBOTO aHANI3Y /s OLiIHKM KOHKYPEHTHHX
MO3HIIN TAPHEMCTB Xap4yOBO1 IPOMHUCIIOBOCTI YKpaiHu.

KirouoBi croBa: MapKeTHHIOBUI aHajli3, KOHKYpEHTHA MO3HIiS, KOHKYpEHTHA IepeBara,
KOHKYPEHTHA CTpaTeris, MAaTpUYHUH aHaii3, 6a3oBa ramys3s, SWOT-anHaii3, MonuT, mporo3uiis.






