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Abstract

The research is orientated to the actual issues of strategic management of industrial enterprises. The
theoretical aspects of strategic management are generalized, its role is certain in organization
development, methods and processes of strategic management are investigational. In this context the
main objective of study is based on the strategic analysis of PJSC «Elektrotermometriya», formation
ways to improve the strategic management of the company with regard to the readiness of the
company to strategic changes and conducting of developments and recommendations for
improvement activity of the enterprise.

To answer to the main objective it was conducted the strategic analysis of activity of PJSC

«Elektrotermometriya».

The results proved the basic strategy to achieve the strategic goal of PIJSC «Elektrotermometriya.
According to the life cycle, and based on the current conditions of its functioning, is appropriate to use
the strategy of gradual growth. Forecast implementing strategies defined by the optimistic, probable
and pessimistic forecasts. According to the pessimistic forecast the company should use a strategy of
stabilization, while to the optimistic and the most likely scenario - moderate growth strategy. Thus to
achieve the main strategic goals according to each scenario PJSC «Elektrotermometriya» should use

set of functional strategies and define the business strategy.

Keywords: Strategy, Strategic management, Methods of strategic management, Enterprise
development, Strategic analysis.



Resumo

O presente trabalho assenta essencialmente numa investigacdo aplicada a questdes reais sobre a
gestdo estratégica de empresas industriais. Neste sentido o principal objetivo do estudo assenta na
andlise estratégica da PJSC «Elektrotermometriya», desenvolvimento de formas para melhorar a
gestdo estratégica da empresa no que respeita a disponibilidade da empresa para mudancas
estratégicas e realizacdo de desenvolvimentos e recomendacfes para a melhoria da atividade da

empresa.

Para responder ao objetivo principal foi efetuada uma analise estratégica da atividade de PJSC

«Elektrotermometriya».

Com base na pesquisa foi comprovada que com a estratégia basica alcanga-se o objetivo estratégico
da PJSC «Elektrotermometriya». De acordo com o ciclo de vida e com base nas condi¢bes atuais do
seu funcionamento, torna-se apropriado utilizar a estratégia de crescimento gradual. Previsdo
implementa estratégias definidas pelas previsdes otimistas, provaveis e pessimistas. De acordo com a
previsdo pessimista a empresa deve usar uma estratégia de estabilizacé@o e, para o otimista o cendrio
mais provavel - estratégia de crescimento moderado. Assim, para alcancar os principais objetivos
estratégicos de acordo com cada cendrio da PJSC «Elektrotermometriya», a mesma deve utilizar um

conjunto de estratégias funcionais e definir a estratégia de negécios.

Palavras-chave: Estratégia, Gestdo estratégica, Métodos de gestdo estratégica, Desenvolvimento

empresarial, Analise estratégica.



AHoTauinA

HocnipkeHHss OpilHTOBAHO Ha akTyanbHi npobrnemu cTpaTeriyHOro  ynpasniHHA — JiSNbHICTIO
NPOMUCHOBUX NIANPUEMCTB. Y3aranbHEeHO TEOPETUYHI acnekTu CTpaTeriyHoro ynpasniHHA, BU3HAYEHO
MNOro pornb y PO3BUTKY OpraHisadii, AOCNigXeHO MeToaM Ta MnpoLecu CTpaTeridHoro ynpasniHHA. Y
LUbOMY KOHTEKCTi OCHOBHa MeTa [OCNIMKEHHS T['pYHTYETbCA Ha cTparteridyHoMmy aHanisi AT
«Enekmpomepmomempisi», (hOpMyBaHHI LUNAXIB BAOCKOHANEHHS CTpaTEeriyHOro yrnpasniHHA KOMNaHil
BiANOBIOHO OO FOTOBHOCTI KOMMaHii OO CTpaTeriyHMx 3MiH Ta NpoBedeHHi po3poboK i pekoMeHaauin

o4O NOoMinWeHHs AisnbHOCTI NignpuemcTsa.

Ona obrpyHTyBaHHS OCHOBHOI MeTW BiH OyB NpoBedeHUW cTpaTeriyHui aHania gisnbHocTi MAT

«Enekmpomepmomempisi».

PesynbTtatv [OCRigpKEeHHS BUSIBUNM OCHOBHY CTpaTerilo Ana LOCArHeHHs ctpaTteriyHoi metu AT
«Enekmpomepmomempis». BignoBigHO 40 cTagil XWATTEBOrO LMKIY, Ha SKOMY 3HaxXoauTbCA
AocnigKysaHe nignpueMcTBO, a TaKOX BUXOASYN 3 TENEPILLHIX YMOB MOro PyHKLiIOHYBaHHS AOUINBHUM
€ 3acToCyBaHHSA cTpaTerii nNocTynoBoro 3poctaHHd. [MporHo3 peanisadii cTtpaTterin BU3Ha4eHO 3a
ONTMMICTUYHOrO, NMOBIPHOrO Ta NECUMICTUYHOrO NPOrHo3iB. BignosigHO A0 MECMMICTUYHOrO NPOrHo3y
KOMMNaHig NoBMHHA BWKOPWUCTOBYBATM CTpaTerito cTabinizauii, a A0 ONTUMICTUYMHOrO i HanbGinbL
iIMOBIpDHOroO CuUeHapo - MOMIpHY CcTpaTerito 3poCTaHHA. TakuM YMHOM, ANA OOCATHEHHS OCHOBHUX
cTpaTeriyHuX uinen no koxxHomMy cueHapito NAT «Enekmpomepmomempis» NOBUHHO BUKOPUCTOBYBaTH

6eaniy dyHKUioHanbLHMX cTpaTeriv i Bu3Ha4mTu 6isHec-cTparerii.

Knrouogi cnoBa: Crtpareris, CtparteriyHe ynpaBniHHs, MeTogu cTpaTeriyHoro ynpasniHHs, Po3BuTok

nignpuemctsa, CTpaTeriyHMn aHania.



Resumen

Este trabajo es esencialmente una investigacion aplicada a problemas reales en la gestion estratégica
de las empresas industriales. En este sentido, el objetivo principal del estudio se basa en el andlisis
estratégico de PJSC «Elektrotermometriya», el desarrollo de formas de mejorar la gestion estratégica
de la empresa con respecto a la disponibilidad de la empresa a los cambios estratégicos y la

aplicacién de los avances y recomendaciones para la mejora de la actividad de la empresa.

Para responder al objetivo principal se llevé a cabo un andlisis estratégico de la actividad PJSC

«Elektrotermometriya».

Los resultados han demostrado que con la estrategia basica PJSC «Elektrotermometriya» alcanza el
objetivo estratégico. De acuerdo con el ciclo de vida y sobre la base de las condiciones actuales de su
funcionamiento, es adecuado utilizar la estrategia de crecimiento gradual. Las estrategias de tiempo
definidos por previsiones optimistas, probable y pesimista ejecucion. De acuerdo con el pronéstico
pesimista la empresa debe utilizar una estrategia de estabilizacién y para el optimista el escenario
mas probable - la estrategia de crecimiento moderado. Por lo tanto, para llegar a los principales
objetivos estratégicos segun cada escenario de PJSC «Elektrotermometriya», debe utilizar un

conjunto de estrategias funcionales y definir la estrategia de negocio.

Palabras clave: Estrategia, Gestidon estratégica, Métodos de gestion estratégica, Desarrollo de

negocio, Andlisis estratégico.
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Introduction

The concept of development strategy of a firm is crucial for the retention or conquest of the company's
position in the industry, market behavior and sphere of business interests. Moreover, strategy is the
basis for making important decisions in business: the selection of consumer groups or individual
consumers to meet their needs; choosing the most effective from the given resources and costs of
technologies and production processes; the determination of optimal volume of production; insurance

of competitiveness of the enterprise; the use of new market alternatives and the like.

Considering the choice of specific development strategies today, the most important significance is the
ability of the enterprises to adapt to technological, market and other changes. Thus the enterprise can
choose one of four variants of behaviors: passive waiting, active waiting, preparation for changes and
stimulate desired changes. The best option is to prevent changes and encourage them through

innovations.

The study of the questions related to strategic management of the enterprises is paid a lot of attention

to by native and foreign researchers.

However, despite the large number of scientific papers and research on the subject, it should be noted
that there is no single approach of the implementing of an effective system of strategic development
management of the industrial enterprises in the literature. Besides, insufficient attention is paid to the
practical aspects of strategic management activities of the enterprises, particularly enterprises-
manufacturers of the devices. It significantly complicates the production of concrete and practical
recommendations from the organization of effective system of strategic management and thus

adversely affects the final results of their activities.

The purpose of this research is deep theoretical substantiation of the essence of strategic
management, identification of specific features of the formation of strategies for enterprises-
manufacturers of the devices, as well as the development of applied provisions to the strategic

management of these enterprises. Achieving of this goal has caused the solution of the following tasks:

- to consider the theoretical principles of strategic management and identify its role in the development

of the organization;
- to analyze the trends of market development of instrument-making products;

- to diagnose the internal and external environment of the enterprise that is an object of research,

identify the problems of strategic management;

- to determine the solutions of identified problems.



- to justify the choice of the development strategy of the company taking into account the degree of it

readiness to strategic changes;

- to establish a system of information support of the formation and implementation of strategy of the

enterprises-manufacturers of the devices.
The object of research is the process of strategic management.

The subject of research is theoretical and methodological principles and applied principles of strategic

management of enterprises-manufacturers of the devices.

Theoretical basis of research are scientific works of native and foreign experts in the field of strategic
management. In the process, was used methods of analysis and synthesis for the economic
diagnostics of the enterprise; comparison and grouping for statistical data processing; system analysis
to determine the impact of the factors on the enterprise efficiency; the graphic method for the
presentation of research results in visual form. Information base of the research are materials of the
State Statistics Committee of Ukraine, materials of my own observations, industrial information,
information-analytical newsletters, the business press and financial statements of PJSC

«Elektrotermometriya».

Scientific novelty of received results is in the following:

- systematized the theoretical principles of strategic management;

- conducted the analytical evaluation of the condition of the market of instrument production in Ukraine;

- implemented a comprehensive economic diagnosis of the researched company and identified specific

factors that influence the formation of the development strategy of enterprises;

- identified the ways to improve the strategic management of PJSC «Elektrotermometriya» and justified

the strategy of its development taking into account the degree of readiness to strategic changes;

- formed the mechanism of strategic management of innovative activity of PJSC

«Elektrotermometriya»;
- proposed the integrated information system of the enterprise based on strategic approaches.

The practical value of the results of the research is to bring theoretical and methodological principles to
the level of specific recommendations and to allow making informed decisions in the field of strategic

management activities of the enterprises.

In this work will be discussed three sections: the theoretical basis of development strategy of
enterprise, the methods of analysis and implementation of the strategy, and the main part — adoption of

the active strategy and ways of its implementation.

In the first section will be considered the most complete description of the categories of strategic

management, proposed the definition of strategic management based on the analysis of interpretations



of leading scientists, and will be roved that the stage of implementation of the strategy plays an

important role in the strategic management of the organization.

In the second section will be discussed the main methods which this work based on. Namely there are
the methods of data collection, like research and analysis of documents, monitoring the activities of the
company and interviews with experts and management personnel, and also the methods of data

analysis, like SWOT — matrix.

And In the third section tha main topic will be improvement of the system of strategic management. In
this case will be determined that the main strategic goal of enterprise, fuonded the degree of readiness
of the company to strategic changes, improved the basic directions of the strategic transformation of
innovative development and presented the recommendations to improve the information support of

strategic management of the company.



1. Theoretical basis of formation of development strategy of the
enterprise

1.1. The essence of strategic management and its role in the development of
the enterprises

The internationalization of a business, the emergence of new needs and changes of the consumers’
attitudes, increasing competition for the resources, emergence of new unexpected opportunities are
offered for carrying on a business by the achievements of science and technology, the development of
information networks. It makes possible quick dissemination and obtainment of the information, the
wide availability of modern technologies, the changing role of human resources as well as a number of
other reasons had led to the sharp increase of the meaning of strategic management. In recent years

quite a lot have already been written about strategy, strategic planning and management.

In the Western and Eastern territories the management theory of strategic activities are recognized as
a separate, prospective research subject. In Ukraine the theory and practice of strategic activities and
management have not taken the proper place yet. The majority of opinions of business leaders about
the need for the development and application of strategic management in the conditions of activity of
native enterprises range from allegations of inability to use the experience of foreign corporations in the
Ukrainian enterprises, to a very careful coordination so that the separate elements of strategic

management will be useful in the near future.

The term «strategic management» has gained prevalence at the turn of the 70-ies years of the last
century in order to show the difference between control that is carried out at the highest level from the
current management at the production level. The need to fix such a distinction was primarily due to the

changes in the business environment.



Analysis of the economic literature allows suggesting that there are different opinions of the definition

of «strategic management».

Shershneva (2004) understands under the strategic management the implementation of the concept
that combines target and integrated approaches to the activities of the organization that gives the
ability to set development goals, compare them with existing capabilities (potential) of the organization

and bring them into compliance through the development and implementation of system strategies.

Other researchers define «strategic management» as the set of decisions and actions with a
formulation and execution of strategies designed to achieve the goals of the organization or as a
management process to implement the mission of the organization by managing the organization's
interface with its environment (Mintzberg, Kunin & Ghoshal, 2001; Mizyuk, 2009; Niemtsov & Dovgan,
2001).

Volodkina (2002) believes that strategic management is a multifaceted behavioural process aimed at
the development and implementation of the business strategy taking into account changes that are

held in the external environment.

Vikhansky and Naumov (1995) defined strategic management as such management of the
organization that relies on human potential as the basis for the organization, directs production
activities on the customers’ demands, carries out flexible regulation and timely changes in the
organization that meet the needs of the environment and allowing to achieve competitive advantages
that in combination with a result allows the organization to survive and achieve its goals in the long

term perspective.

To summarize the said above, it can be affirmed that strategic management is such area of
management activity, the main purpose of which is to determine the optimal directions of development
of the enterprise, setting goals, implementing flexible regulation and timely changes in the organization,
allowing to achieve competitive advantages that allow the company to reach its goal in the long term

perspective.

For understanding the essence of strategic management it should be noted that it is the management

in the socio-economic systems in which it can be determined the following sides (Popov, 2000, p. 485):

«...- functional, aimed at achieving certain results in which management is regarded as a set of
activities;
- process in which management is considered as actions to identify and solve problems, that is as the

process of preparation and decision-making;

- elemental in which the management is considered as the activity from the organization of the

relationships of determined structural elements».



Sladkevych (2008, p. 486) believes that «...the process of strategic management includes seven

stages:

1) the determination of the intentions of the organization that are reflected in its mission and main

objectives;

2) the analysis of business environment (internal and external factors);

3) the specification of common objectives in the immediate tasks;

4) the definition of the ways to accomplish tasks;

5) the analysis of alternative strategies, evaluation of options and selection of the best;
6) the implementation of the strategy;

7) monitoring and control, in case of necessity, the implementation of the corrective actions and

revision of the strategy».

Russian authors Vikhansky and Naumov (1995) consider strategic management as a totality of five

interrelated management processes (Figure 1).

A 4

Analysis of an environment

A

The determination of the B | The selection of strategy
mission and goals

aVa
&

The strategy implementation

A
A\ 4
The estimation and control of [

the implementation

A 4

Figure 1. Strategic Management Scheme.

Source: Vikhansky and Naumov (1995, p.416).

Strategic management gives the organization the following advantages:
1) the organization can minimize the negative effects of the uncertainty of the future;

2) the enterprise is able to focus on the study of the external environmental factors that form changes

and accordingly adapt to them;



3) the company can obtain the necessary basis for making strategic and practical decisions;

4) the organization becomes more manageable because the strategic plans have the opportunity to

compare achieved results with the objectives, specified in the form of scheduled tasks.
However, strategic management has certain limitations, since it cannot be universal for any situations:
1) strategic management makes it impossible to predict accurately and in details the future;

2) strategic management cannot be reduced to the set of rules, procedures, activity diagrams, it

doesn’t give recommendations what and how to do, performing certain tasks in various situations;

3) the process of strategic management requires huge efforts, considerable expenses of time and

resources;
4) sharply increase the negative consequences of the errors of strategic foresight and choice.

The constituent part of strategic management is strategic marketing that is a basic concept of activity
orientation of the enterprise on the consumer that is the best way to achieve strategic competitive

goals of the enterprise.

Krevens (2003) believed that strategic marketing is the process of strategy development taken into
account the variability of the external environmental factors and aimed at the increasing the degree of
satisfaction of consumer needs, he stated at the same time that strategic marketing focuses its efforts

on improving the efficiency of the company work as a whole.

Strategic marketing is a continuous and systematic analysis of the market needs, the consequence of

which is the development of effective products that are designed for particular groups of customers.

Strategic management together with strategic marketing on the basis of the effective dynamic strategic
vision will ensure the promising development of the enterprises in the conditions of turbulent

competitive marketing environment.

The main purpose of strategic marketing in the system of strategic management is the development of
competitive marketing strategies to achieve strategic competitive goals of the enterprises taking into

account market requirements and possibilities of the enterprises.

Defining the place of strategic marketing in the process of the firm management Figure 2 can be used.
As it can be seen, the basic business strategy of the firm is developed based on the corporation
mission and set of goals of the firm. It is divided into functional strategies according with an

enumeration of services that are organizational constituents of the firm.

There is no unity of the ideas in the question of the definition the concept «strategy».
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Figure 2. Place of strategic marketing in strategic management.
Source: Oberenchuk (2000, p. 117).

In general the word “strategy” comes from the Greek strategy (stratus — troops and ago — lead), so this
is a military term that studies legalities and character of the war, develops the theoretical foundations of
planning, preparation and execution of military operations, defines the strategic objectives. Borrowing
of this category out of the military vocabulary is explained by the fact that enterprises in the developed
countries have been found in the conditions close to the military actions in the late 50-ies of the last
century related with market saturation, increasing competition when in order to survive, you'd have to
fight (Oberenchuk, 2000).

All points of view of the scientists as to the concept of "strategy” can be divided into 3 groups.

The economists belonging to the first group interpret the strategy as a specific means of action that is
used by the enterprise. Thus, in particular, Ansoph (2004) considered strategy as a set of rules for

decision-making which the organization uses in its activity.

Porter (20006 p. 495) confirmed that «...strategy is a method of distribution of the enterprise resources
in those areas that provide the most optimal conditions for the development, profitability and

strengthening competitive advantages in the long term perspective».
Specialists that belong to the second group believe that a strategy is a planning document:

- a strategy is a specific management plan of actions directed to achieve the set goals (Thompson &
Strickland, 1996);

- a strategy is a plan of the company’s actions to achieve market success and where possible the

acquisition of competitive advantages over the firms-competitors (Utkin, 1996);



- a strategy is a general, comprehensive plan to achieve the objectives (Meskon, Albert & Hedouri,
1992);

The third group of scientists in the definition of «strategy» emphasizes the existence of goals and set of
actions that have a defining character for the enterprise. Ukrainian scientist Nalyvayko (2001)
considers the enterprise strategy as a set of activities (goals and ways to achieve them) to provide the

renewable distinction and profitability.

Many foreign researchers believe that the relationship between the enterprise and the external
environment is the main characteristic of the strategy. Bowman (2003) considers strategy as the
institutional sphere that deals mainly with the relationships between the organization and its
environment. Mintzberg et al. (2001, p. 476) believes that «...the formation of the strategy contains the
interpretation of the environment and the development of consistent models in the stream of

organizational decisions.
The strategy has the following characteristics:
- it passes in its development two phases (development and implementation);

- it consists of the decisions for making it is necessary to analyze the resources and form common
goals and possible variants of their achievements but do not take into account the limitations that arise

in the implementation phase;
- it mainly concerns the external environment of the organization activity.
The strategy can be considered in two aspects at this time:

1) in the broad sense, a strategy is considered as a complex of interrelated measures to improve the

competitiveness of the organization;

2) in the practical aspect, a strategy is a general long-term program or mode of actions in relation to
the choice of priorities and the distribution of resources of the organization to achieve its objectives;
thought-out set of rules and regulations that are in the base of development and making of strategic

decisions affecting the future state of the enterprise».

Taken into account all of considered above it can be believed that the enterprise strategy is a program
of actions which determines the orientations of activity of the enterprise on the basis of an assessment

of its own potential and forecasting the development of the external environment.

1.2. Strategic planning in the system of strategic management

The strategic planning process takes a central place in the system of strategic management. The

majority of Western and Eastern firms use strategic planning in order to strengthen themselves to get



out from the bad situations that formed inside and outside of the organization. Finding out the essence
of strategic management let's consider strategic planning and its place in the system of strategic

management.

Strategic planning is one of the management functions as a selection of one from several alternatives
in the conditions of uncertainty due to the influence of various external and internal factors. It
determines how the organization should operate in the modern conditions to achieve the desired goal
in the future, on the assumption that the environment will be changing. The strategic planning process
in this case is due to the uncertainty of the future and necessity of changes in the objectives of the

enterprise is due to the influence of external and internal environment.

Other authors define strategic planning as an integral process of preparation and decisions making of a
certain type as the formulation of goals and determining ways to achieve them and as ensuring the

readiness of the enterprise to the competitive struggle (Malinowskiy & Maslak, 2009).

Planning in the modern conditions of management is the process where the intellectual, intuitive and
rationalist techniques are matched that makes it possible to combine formal and informal aspects of
management to ensure the orderliness of measures for implementation of strategies to achieve these
goals. In connection with the functional approach to management, planning that is necessary to
determine meaningful and organizational depending on the conditions of functioning of the organization
and the views of the leaders on the place, role and importance for the development of the organization
(lvanchuk, 2014).

«Plans’ development as a specific type of activity is a sequential iterative process consisting of several

interrelated stages:
- setting goals;
- the definition of strategies and measures for their implementation;

- the prediction of the sequence of actions within a fairly long period of time and incorporating it into
plans, projects and programs of various types that are tools to achieve the objectives and

implementation of strategies;
- the organization of performance of the planned tasks;
- accounting, control and analysis of their performance.

The period (temporal characteristics) of strategic planning depends on the type of organization,
industry sector, level of uncertainty and dynamic environment» (Dovgan, Karakay & Artemenko, 2009,
p 440).

Enterprise strategy is a base of strategic planning through which the complex problems of the company
are associated with deliberate purposeful reorientation of output of a new range of appellation and

assortment, implementation and use of new technologies, marketing development, improvement of a
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structure of the enterprise management, timely and quality training and retraining of the personnel
(Sylenko & Monakhova, 2001).

Strategic planning today has been developed by many entrepreneurs. In the conditions of unstable
external environment you have to use a more powerful tool that could have the ability not only to put
the company on a new, more effective level of management but also take into account the main

objectives that are in front of it. One of such tools is a mechanism of strategic planning (Krocus, 2014).

In the opinion of the outstanding scientist Dovgan (2009) strategic planning in a broad sense is a
process in which rational analysis of the formed situation and future possibilities leads to the formation

of long-term strategies, objectives, activities, priorities and risks.

Nikiforov (2015) believes that strategic planning is an adaptive process by the help of which a regular
development and correction of the system of rather formalized plans are carried out, reviewing of the
content, measures as to their implementation on the base of continuous monitoring and evaluation of

changes inside and outside the enterprise.

Also it can be indicated that strategic planning has a rate of uncertainty, temporary orientation of the
planning process and a certain horizon of planning. Exactly strategic planning is a mode of defining
and estimation of goals, trend of the enterprise development, the basis for making substantiated

managerial decisions (Herchanivska, 2012).

Strategic planning foresees the system determination of goals and tasks that are connected between
them and mutually agreed with an existing volume of potential resources. Strategic planning is efficient
even in the conditions of dynamic changes of the market environment because it takes ahead into
account the opportunities and treats of the external environment and allows the development of the
several variants of the scenarios that can be in the case of necessity adjusted and adapted to the
changes (Zub, 2012).

Strategic planning must include (Vasylenko & Tkachenko, 2003, p 385):

«- forecast (prediction the results of development) that are implemented under the influence of the

existing factors;

- the main line of the behaviour of the company (mission) and objectives of management;
- ahead planning;

- control;

- coordination and management by the help of which deviations are eliminated from the results of the

set goal.
Strategic planning must perform the following functions:

- to establish, execute and implement in the activities of the enterprise the elements of the strategy;
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- to define perspective directions of development of the company, its principal activities;

- to form specific goals for the company in general and for each structural unit, in particular that are

coordinated with the corporate or overall strategy;

- to encourage managers to deeper assessment and maximum considerations of the opportunities and

threats in the external environment and its own strong and weak sides of the company;

- to create a basis for the rational allocation of limited economic resources.

Prerequisites for the application of strategic planning are:

- the necessity of the reaction to the changes of conditions of the enterprises’ functioning;

- the need to consolidate different trends of the enterprise activity in the conditions of development of

processes of decentralization and diversification (first of all conglomerate);

- internationalization of the business, development of partnerships with enterprises that use the

strategic planning system;

- the availability of highly qualified managers that are able to solve complex questions, using a system

of strategic planning;

- the availability of distinctly expressed competitive advantages and the need of their support by the

enterprises that have them;

- the development of the theory and practice of strategic planning that help to move from the method of

"trials and errors" to scientific methods of predicting and preparing for the future;

- the availability of information (global information networks) to study the strong and weak sides of the

enterprise, the external environment and competition conditions;

- the necessity of implementation of high management culture focused on the prevention of resistance

to changes and encourage the development of the enterprise».
Strategic planning requires the observance of three major conditions (Cherevko, 2013):

- the management of the enterprise is based on the principles of investment portfolio management.
Each of the trends of the enterprise activity has a certain potential for getting the profit, in accordance

with each the resources are shared;

- a thorough assessment of the prospects of each kind of activity, the study of indicators of market

growth and the company's position in a particular market;

- a strategy for each business, a plan is developed to achieve long-term goals by the company. Every
enterprise develops its own strategy considering the profile of activity, objectives, opportunities, skills

and resources.
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Based on the aforementioned prerequisites of applying of strategic planning, it can be said that
strategic planning is the formalized effort of the entire enterprise aimed at the development and

organization of the implementation of strategic plans (Koretsky, Degtiar & Datsii, 2007).

The implementation of the concept of strategic management is possible only when the company is
strategically focused. That is an enterprise where the staff has strategic thinking, the strategic planning

system is applied that allows to develop and to use strategic plans (Romaniuk, 2010).

Regarding the trends of the organization activity, then it must be stable for a long time since all

strategic planning is focused on long-term perspective (Selsky, 2012).

«...Specific indicators are typical for each of the chapters of the strategic plan. The main indicators of

the plans:

- marketing plan - amount and increase sales, market share and its changes, expenses and efficiency

of the work of marketing services, prices and their dynamics, etc.;

- a plan from the production - output in physical terms: the cost, the level of production expenses,
production efficiency, level of utilization the production capacity, level of quality (including certification),

technical and organizational level of production, etc.;

- financial plan - profitability, advanced capital in turnover, capital structure, ratios liquidity, financial

stability, etc.;
- staff plan - the number, structure, turnover, level and dynamics of salary, skill levels, etc;

- plan of scientific-technical level of developments, expenses, research and development, patent

"purity” of the developments, level of scientific and technological potential etc.

The strategic plan should be: a tool of the documental design establishment and implementation in the
daily activity of the «strategic set» of the enterprise; determined in terms, focused in the future;
determined by the expenses; flexible that responds to the changes in the environment; clear, easy to

understand; easy to explain and feasible for execution» (Dolzhanskiy, 2006, p 384).
The sequence of development of the strategic plan of the enterprise is presented in (Table A.1, in
Appendix).

The strategic plan must be justified by serious research and actual data. To compete effectively in
today's business world, a firm must constantly collect a vast amount of information about industry,
market, competition and other factors. The strategic plan gives to the firm definiteness, individuality

and confidence in the future.

The firm defines and justifies the intention to achieve certain long term goals by strategic planning

selecting an appropriate behaviour strategy and development. A strategic plan, in turn, acts as a tool
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for identifying, documentation and implementation the activities of the enterprise the strategy elements
(Kovtun, 2009).

Modern company has three administrative levels: corporate, business and functional levels (Figure 3).

Levels of strategic planning

—— % .

Strategic planning Strategic planning at the Strategic planning at the functional level
at the level of the business-level (matrix (matrix of the marketing channels,
corporation (matrix «Quality-resources», matrix of the strategy of expanding
BKG, matrix Hofer/ matrix «Productivity brand kinds, matrix of the evolution of
Schendel) innovations», matrix of the the competitive strategy, matrix
improvement of the importance/ performance of the work

Figure 3. Levels of strategic planning.

Source: Dovgan (2009, p. 399).

Such categories are widely used within the strategic planning: "product life cycle", the cycle of demand
for the products that are manufactured, the period needed to achieve the goals and the like. All of this
formed the need for more flexible approaches to the determination of planning horizons, the need for
balancing of actions different duration to achieve the goals and also led to the need to enhance the role
of strategic analysis in the enterprise activity. It is needed to identify clearly what areas and trends of
the activity need long- and some medium-terms for their implementation in the specific conditions that
have developed and will develop in the external environment. Thus the number available to the
enterprise alternative options of development is increased resulting in a wider choice of activities in the

long term perspective (Shershnova, 2004).

Benefits of strategic planning can be expressed as follows (Vasylenko & Tkacenko, 2003):
1) planning encourages managers to think in perspective;

2) it leads to better coordination of efforts that are undertaken by the firm;

3) strategic planning leads to the establishment of indicators for the following control;

4) it makes the firm more prepared for the sudden changes;

5) it demonstrates more clearly the relationships between governance and the responsibilities of all

officials.

Strategic planning contains all main features and chapters — purchase, production, finance, marketing,

human resources, research and developments.
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The Ukrainian economists allocate the following features of strategic planning (Malinovskiy & Maslak,
2009):

1. The adaptive nature means that strategic planning should be rather flexible, easily adapt to
unpredictable changes of the external factors. Overall strategic plan should be considered as a

program that manages the activities of the company for a long time.

2. Subjective nature is based on assumptions, opinions associated with some degree of uncertainty
and risk. The strategic plan should be supported by research and actual data. In order to compete
effectively in the business world, a firm must constantly collect and analyze large amounts of market

information activities.

3. The strategic plan should be developed from the point of view of prospects of the development of

the entire organization but not a specific department.
4. The strategic plan should be supported by a strategic database».

To develop the right strategy you need to observe all the rules at each stage. Every employee of the
enterprise must be familiar with the strategy of its activities and make maximum efforts for its
implementation and the governance has to encourage employees for effective performance of strategic

plans.

Basic approaches to strategic planning at the enterprise have a common goal — active adaptation to
the environment, adaptation of the environment to the needs of the enterprise and also a few general

stages of planning.

Strategic planning assesses the prospects of the organization, identifies the opportunities and threats
of the external environment, the strong and weak sides of the internal environment and also analyzes

changes in the competitive position of the organization in the market.

Strategic planning is directly related to the strategic management, it is characterized by the accounting
priority of the external environment behaviour and gaining and maintaining a competitive advantage
are considered as a means to achieve strategically significant results. The strategic planning process is
a tool that helps to raise the reliability of management decisions.

Strategic decisions also in the sphere of planning are made and implemented in several stages,
namely: setting objectives, developing of alternative solutions, selection (acceptance) of the decision
and its implementation. The organization of this process requires the accurate technology that foresees
setting objectives and the learning of the environment (this is the essence of strategic analysis), the

development, acceptance and implementation of the strategy.

A detailed comparative table of the models of strategic planning (Kotovska, 2011) is used in planning

at the manufacturing enterprise is presented in Table A.2, in Appendix.
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A conceptual approach to strategic planning is based on the implementation of the five-level planning
system. At the first level you can find the market and financial stability of the enterprise as a
prerequisite for ensuring effective strategic development. According to the results of the carried
financial analysis, the existing state of the enterprise can be characterized as critical, unstable and
stable. Crisis or unstable states of the enterprise can lead to bankruptcy, so in the process of strategic
management of the enterprises with unstable financial condition it is necessary to estimate the
probability. The well-known models of bankruptcy forecasting are: methods of Altman, Biver, Pratt,
Fulmer, Springate, five-factors model, four factors model of Taffler, methods of fuzzy sets, neural
networks. On the second level the potential and the potential opportunities of the enterprise
development are determined. The third level is characterized by the making choices of the strategic
direction of the enterprise development. The fourth level is corresponded to the strategy
implementation process. On the fifth and final level, the process of the realization of the strategy is

implemented (Bondarenko, Panteleev & Dzhaparov, 2014).

Therefore, one of the most important reasons that limit the possibilities of regular strategic planning is
the uncertainty of the market environment. The experience shows that organizations endeavor to
establish control over the external environment that leads to the monopolization of the markets,

inefficient pricing policy, the deficit, ignoring of the consumers’ interests, etc.

At the same time the competitors begin to operate to oppose monopoly control over the market and
demand. The organizations have to balance between the impact of unpredictable changes and threats

from new competitors and the state.

Limitations are due to the expenses for organizing of planning and implementation of the strategy, in
particular, on market research and the implementation of strategic changes. Obviously, any additional
funds should be spent only when they create an additional positive effect. However, the problem is that

the result obtained from the development strategy cannot be always quantified (Kindratska, 2006).

1.3. The role and importance of the implementation stages in the strategic
management process

The stage of the strategy implementation plays an important role in the implementation of the strategic

management of the organization.
«...Among the main reasons that lead to failure are:
- inability to carry out the necessary changes through resistance of the workers;

- objectives, strategies and plans have not been brought to employees, so that they won’t understand

the tasks set before the firm and weren’t involved to the process of implementation of the strategies;
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- a failure of governance of timely receipt of all required resources to implement the strategy;

- imperfection of the system of monitoring the achievements of strategic decisions and timely making

necessary changes;

- the lack of motivation system and proper environment responsibility;

- unconformity of the organizational structures to that changes that are planned by the strategic set.
The implementation of the strategy is aimed at achieving the following three objectives.

The first one is setting priority among administrative tasks so that their relative importance

corresponded to that strategy that will be implemented by the organization.

The second is establishing correspondence between the chosen strategy and processes within the
organization in order to orient the activity of the organization at the implementation of the chosen

strategy.

The third is the choice and coordination with the ongoing strategy of leadership style and approach to

the management of the organization.

All these three tasks are solved by the help of the changes. They are the core of the implementation of
the strategy. The need and degree of changes depend on how the organization is ready to the effective
implementation of the strategy. There are cases when the implementation of the strategy foresees very

deep transformations» (Dovgan & Niemtsov, 2001, p 560).

The results of the activity of most firms depend on the efficiency of the taken actions and choice or

rejection of determined strategies (Table 1).

Table 1. The matrix of results obtained depending on the type of actions and strategies.

The types of actions

Defined strategy

Uncertain strategy

Effective actions

Defined strategy and effective actions
have led to success in the past and will
ensure success in the future.

Uncertain strategy but effective actions
have led to success in the past but
future success is in doubt.

Ineffective actions

Defined strategy but ineffective actions
sometimes worked in the past but the
increased competition is expected in the
future.

Uncertain strategy and ineffective
actions have led to the failure in the
past and the same result is expected in
the future.

Source: Sokyrnyk (2010, p. 114).

To the difficulties of strategic planning it can be attributed the stereotypical thinking of the old leaders,

lack of information, complexity of foresight strikes, crises, political problems, etc.
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Considering the implementation of the strategy in the context of the resource approach Kolles and
Montgomery given in Sokyrnyk's article (2010) noted that the complexity of this process is associated
with the coherence of an organizational configuration with the critical elements of the strategy. Special
emphasis is given to the role of the head office of the corporation, the distribution of the resources and

coordination of the actions among different businesses.

As components of successful implementation of the strategy these scientists identify the formation of
an administrative environment that is defined by two basic principles: internal coordination and creation
of the opportunities. It is also important to ensure the implementation of control strategies through the

use of monitoring results, controlling behaviour or mixed control system.

Actions aimed at the successful implementation of the strategy are the coordination of work of the
business units, moving resources and skills (rotation of the highly-qualified managers, purchase of raw

materials, combining the distribution systems).

The implementation of the strategy with all the factors is necessary for it success. Directly the
realization of the strategy includes implementation of the chosen strategy in practice, resourcing of the
strategy, changes of the organizational structure and culture and such important part as management
changes. As important constituent of the implementation strategy management changes are consider
by Zaitseva and Sokolova. Directly to the content of this process they include preparations for the
implementation of the strategy, creation of the infrastructure transition to a new state of research and
readiness for changes, transition planning, and adequate use of the plan and management methods by
the changes to achieve the objectives of the project, assessment of achieving changes. According to
Johnson, Scholes key moments of the organizational work for the success of the strategy is to control,
knowledge management and firm response to globalization, combining formal and informal structures
and processes: relations to organization configuration where the listed items are agreed among

themselves and meet key strategic objectives (Sokyrnyk, 2010).

Here are presented several «...strategies that predict a set of complex actions and their
implementation contributes to socio-economic development of the enterprises:

1. Survival strategy or limited growth. It is chosen by those businessmen who have already entered to
the occupied market niche with a certain business concept which provided better way to satisfy existing

customers’ needs than the competitors.

2. Growth strategy. It is possible under conditions of a finding by businessman a free market niche
where the demand is only formed, and the stability of it will depend on the product unique and severity
of the consumers’ needs in it. If the unicity of the product has led to a natural monopoly to the owner of
the business, the development strategy of an enterprise will depend primarily on his ambitions and
financial capabilities. If they match, the business has a reasonable basis for the development and

business plans are adjusted by the businessman towards the expansion of the scale.
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3. The strategy of innovative growth. The entrepreneur strives to make his business more efficient,
increasing return on invested capital through the creation and implementation of innovations. But
mostly it needs considerably more funds than is in small businesses. Under these circumstances, the
entrepreneur is looking for a way to increase his resource potential and reduce risks associated with

implementation of innovations.

4. Dependent strategy. It is chosen when the entrepreneur cannot implement the innovative variant of
development because he is not able to create innovations that provide significant competitive business
advantages. At the same time, the products manufactured by such businessman, is an important
resource for the operation of powerful enterprises, making possible a continued cooperation»
(Oprysok, 2001, p 13-14).

«...Work on the implementation of the strategy at first refers to the sphere of administrative tasks which
includes the following highlights (Thompson & Strickland, 1998, p 576):

1. The creation of the organizational capacities for successful implementation of the strategy.
2. The budget management with a view to profitable allocation of funds.
3. The definition of the company policy, ensuring the implementation of the strategy.

4. The motivation of employees to work more effectively; if necessary, modification of their duties and

the nature of the work to achieve the best results in the implementation of the strategy.
5. The creation of a positive atmosphere within the company for successful execution of the set goal.

6. The creation of internal conditions that provide for the company staff daily conditions for the effective

performance of their strategic roles.
7. The use of the best practices for continuous improvement of the work.

8. The providing of the internal governance necessary to promotion towards the way of strategy

implementation and control over how the strategy should be implemented».

In the process of implementation of the strategy, each level of management solves its own specific
tasks and performs assigned to them functions. The most important role belongs to the senior
management. Its activity at the implementation of the strategy can be represented in the form of five

successive stages.

The first phase is an in-depth study of the environment, goals and developed strategies. At this stage

the following main tasks are solved:

- the final elucidation of the essence of certain goals, strategies, their correctness and conformity to
each other, as well as the state of the environment. So the final approval for the implementation of the

strategies is given;
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- wider bring of the ideas of strategies and contents of the goals to the employees of the company to

prepare the soil for in-depth involvement of employees in the process of implementing the strategies.

The second stage is that the senior management must decide on the effective use of existing in the
company resources. At this stage the estimation of the resources is being carried out, decisions are
made about their distribution, as well as involving of the employees in the process of implementing the
strategies. The important task which is being solved at this stage is to bring the resources in

accordance with the strategies implemented.

In the third stage, the top management makes decisions about the organizational structure. It turns out
the conformity of the current organizational structure accepted to implementation by the strategies and,

if necessary to make appropriate changes to the organizational structure of the firm.

The fourth stage involves the performance of the necessary changes in the firm without which it is
impossible to proceed to the implementation of the strategy. Changes cannot be carried out without
accounting of the objective factors that specify the conditions and opportunities of carrying out such

changes. Often it is required several years in order to carry out a serious change at the company.

For successful carrying out the changes the senior management, regardless of type, nature and

content of the changes should:

- make the scenario of possible resistance to the changes;

- carry out activities with the aim of weakening the desire for resistance to the changes;
- eliminate or reduce to a minimum real resistance;

- consolidate the carried out changes.

The fifth stage of the participation of the top management in the implementation of the strategy is that it
must carry out the revision of the plan of implementation of the strategy in that case, if it is required by
the circumstances. Strategic plan of course can and should in certain circumstances be subject to

modification.
When measures are developed for the implementation of the selected strategies management must:

- set the priorities among administrative tasks in order that their relative importance corresponded to the
strategy which will be implemented by the organization. This concerns primarily such tasks as distribution

of the resources, establishing organizational relationships, creating supported systems, etc.;

- establish correspondence between the chosen strategy and the internal organizational processes in
order to orient the activities of the organization at the implementation of the chosen strategy. The
accordance must be achieved by such characteristics of the organization as its structure, system of
motivation and stimulation, norms and rules of behaviour, values and beliefs, qualification of

employees and managers, etc.;
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- make a choice and bring into accordance to the chosen strategy of leadership style and approaches
to the management of the organization. All three objectives are solved by the changes that are in fact

the core of the implementation of the strategy.

The restructuring of the organization suggests a fundamental change of the organization with regard to
its mission and organizational culture. In the case of restructuring the organization the greatest
difficulties arise with the implementation of the strategy. The most serious attention deserves the work
on creation of a new organizational culture. Big changes occur also in the technological area as well as

in the sphere of workforce.

A radical transformation of the organization is carried out at the stage of implementation of the strategy
in that case if the organization does not change the industry but the fundamental changes caused by,

for example, its merger with a similar organization.

Moderate conversion occurs when the organization enters a new product into the market and tries to
win for its buyers. In this case the changes are related to the production process and also marketing,

particularly in that part of it which is related to drawing attention to the new product.

Typical changes are related to the transformations in the marketing field in order to maintain interest in
the product organization. These changes are not substantial and have little effect on the activity of the

organization as a whole.

Indispensable operation of the organization is when it constantly implements one and the same
strategy. In this case at the stage of implementation of the strategy any changes are not required to
carry out because under certain circumstances an organization can get good results on the basis of
experience. However this approach is very important to monitor closely for the possible undesirable

changes in the external environment (Niemtsov & Dovgan, 2001).

«...Strategic management must create the prerequisites for the successful strategy implementation
and monitoring, performed of its controlling function. The main factors of the default management
strategies are: lack of transforming strategic goals of the businesses into distinct individual planned
objectives; focusing on short-term results; uncertainty of the key processes - the drivers of profitability
and market value of the enterprise; inconsistency of personal goals, wages, training, creation of
knowledge, competence level and skills with the implementation of the strategy; orientation of the
estimation system at the control of the short-term production efficiency and only at the financial
Indices» (Mozenkov, 2009, p 121).

Thus, the objectives of the implementation the strategy are the most complex and consuming part of
strategic management. This goal is almost across all levels of management and should be included in
the most of the enterprise departments. The specific implementation of the strategy begins with a
thorough analysis of what the company should do differently and better for the successful

implementation of the strategic plan.
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2. Research Methodology

2.1. Objective of the study

Considering the priority of instruments and equipment construction as a strategically important area of
industry of Ukraine, the market for instrumentation requires continuous monitoring and identification of

key factors of influence.

The main objetive of study is strategic analysis of PISC «Elektrotermometriya», formation ways to
improve the strategic management of the company with regard to the readiness of the company to
strategic changes and conducting of developments and recommendations for improvement activity of
the enterprise. And also the results of developments can be applied in practical activity of enterprise.

The form of the development and presentation of economic strategy of the firm that is a form of
identifying strategic aspect of its activity that assesses the economic opportunities of the firm in
achieving the long-term goals based on a certain (chosen) strategy behavior and the development is

the planning.

Enterprise strategy is a base of strategic planning through which the complex problems of the company
are associated with deliberate purposeful reorientation of output of a new range of appellation and
assortment, implementation and use of new technologies, marketing development (Sylenko &
Monakhova, 2001).

Nowedays strategic planning is one of the most important managerial technologies, the usage of which
gives the opportunity to achieve the coordination of the actions of the enterprise departments with an
implementation of strategic goals, raise the opportunities in the providing necessary information,
promote the rational distribution of the resources, improve the activity control (Malinovskiy & Maslak,
20009).
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2.2. Description of Data Collection

The information base for the study are materials of the State Statistics Committee of Ukraine, materials
of own observations, industry information, business press and financial and economic reporting of

PJSC «Elektrotermometriya».

In the process of data collection, it was used:

- Research and analysis of documents;

- Monitoring the activities of the company;

- Interviews with experts and management personnel, between 10 of July and 21 of August 2015.

The value of documentary sources for the study and the need for their use are determined by the fact
that the flow of documentary information includes all areas of activity of the modern enterprise,

describes the processes at different levels of government and their dynamics.

Through observation it has been studied and recorded the situation without communications, visited
office space, observed the procedures, operations and processes. A special attention was paid to
activities related to innovations and operation of the department of marketing and foreign economic

activity.

Using the surveys it can be received information that is not always reflected in the available
documentary sources or direct observation. It is easier to processing and analysis that makes possible
its usage. That's why this method was the main in our research. Results of the survey of experts and

scoring are widely used as a source of data collection and analysis.

These experts’ surveys helped to analyze the environment and identify threats and opportunities that

arise during the activity, and assess the impact of factors on the enterprise in points.

As for direct impact to the environment, the comparative expert assessment of qualitative and
quantitative indicators of enterprise and compiled on the basis of it profile of polarities helped identify

advantages PJSC «Elektrotermometriya» over major competitors.

Management staff defined the strengths and weaknesses of the company long time ago. Expanding
and evaluating them through observation and study of documentation it is concluded that this company

should maximize the effectiveness their strengths to improve the final results of its functioning.

The main object of gathering information was department of marketing and foreign economic activity.
Management of department reported that marketing information is the basis for making decisions
concerning the development of new or improvement of existing products and introduction of other

innovations to improve the competitiveness of production of PJISC «ETM» in the market.
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Also, received information gives reason to upgrade product, expanding the range, development and
introduction of new products which can significantly improve the competitive position of PISC «ETM»

in the market in the future that is the source for the introduction of product innovations.

2.3. Description of Data Analysis

The basis for building of recommendations for the implementation of strategic decisions and long-term
goals it was used a SWOT - analysis. It allows a detailed study of external and internal environment.
The result of SWOT - analysis, aimed at the formation of a generalized information potential became

the effective decisions regarding the reaction of enterprise to the environment.

SaO field (strength and opportunities) suggests strategies that use the strengths of the company to

realize opportunities that appeared in the external environment.

SaT field (strength and threats) suggests strategies that use the strengths to eliminate threats in the

external environment.

Field WaO (weakness and opportunities) suggests strategies that minimize the weaknesses of the

company, using the opportunities in the market.

Field WaT (weakness and threats) suggests strategies that minimize the weaknesses of the company

as well as threats that appeared in the external environment.

Based on a SWOT matrix, to formulate strategic problems of the enterprise and strategic alternatives
for its development, we will establish and analyze paired combinations of all the strengths and
weaknesses of the company with the opportunities and threats in the external environment, focusing
on the assessment of the significance of these factors in points.

According to this data PJSC «<ETM» has many alternatives in the formation and implementation of the
strategy of the activity. Thus each alternative is explained by a combination of strengths, weaknesses,

threats and opportunities for the company in its matrix of SWOT-analysis.

Based on conducted research it is justified the basic strategy for achieving the strategic goal of PJSC
«ETM». Thus, using expert assessment was chosen primary strategy by the optimistic, most likely, and
pessimistic forecasts. The highest scores experts put those strategies, which they prefer at each
forecast. Adds up evaluation, was chosen the main strategy of the enterprise and innovation,

marketing, production, finance and business strategy within the base.

Further, the experts were given the proposed questionnaire (Table 2), and by the answers was

identified the readiness of the company to changes.
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Table 2.Questionarie of experts.

The evaluation criteria

The scale of assessments, points

1 2 3 4 5 6 7 8 9 10
1. Objectives of activity Undefined Defined
2. Development strategy Absent Present

3. Methods of strategies forming

Used incomplete

Used regularly, based on analysis and

forecasts

4. |dentification of priority of

Priority of operational

Priority of strategic management

strategic approach to management management
5. Strategic thinking of managers  Unformed Formed
6. Competence of personnel in Low High

strategic management

7. Plans and their implementation

Absent or unsystematic,
unfinished

Developed by research, forecasts,

interrelated, strategic

8. Flexibility and adaptability of
enterprise

Don’t meet the requirements the
external environment

Meets the requirements the external

environment

9. The desire of enterprises for
innovations

Traditional style
of behavior

The business behavior style

10. The answer to the actions of
competitors

Absent

Present

11. The nature of the action in a
situation which is identified as the
crisis

The atmosphere is tense,
paralyzed work

Working in normal mode, the maximum

consolidated activity of managers

12. Compliance of the
organizational structure with
strategic management tasks

Doesn’t comply

Complies

Source: Author's own elaboration.

Thus the conclusions regarding the readiness to changes it is offered to formulate using the following

scale:
- 0-40 - low readiness;

- 41-80 - medium readiness;

- 81-120 - high degree of readiness.

Then, combining the results of SWOT - analysis and the readiness for changes was identified basic

strategy of enterprise development and achievement the long-term goals.

And the final step was the establishment of recommendations for implementation of the enterprise DSS

in accordance with submitted by leadership information due existing subsystems of the service and its

functions.
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3. Presentation and Analysis of Results

3.1. Estimation of market trends of instruments and equipment construction
development

To research the market trends it is needed to make frequent monitoring, identification of key impact
factors to identify the basic laws of instruments construction development and enable the prediction of

changes in the industry.

It is appropriate to say that demand for products of instruments construction has mostly secondary
character, that's why sales volumes depend on effective demand of the chemical, metallurgical,
machine-building industries enterprises, of the general market conditions and the economic situation in
the country. As market conditions are constantly changing, there becomes a necessity to periodically
analyze the current situation and prospects of the industry development.

In the research of the main trends of the machine-building industry development it is necessary to note,
that during last years domestic instruments construction had a significant influence by financial crisis,

indices of industrial products of absolutely all industries of Ukraine significantly decreased (Table 3).

From Table 3 it could be seen that engineering grows slightly faster than the industry as a whole. In
particular industry in 2009-2014 increased by 8.1 points and engineering - by 29 points, which is a

positive for the industry.

The main consumers of industrial of control devices and systems are metallurgy, engineering,

chemical, food, nuclear power enterprises, fuel and energy sector, water utilities etc.
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Table 3. Indices of industrial output by types of activities (In constant prices, per cent).

Year
Types of activities
2009 2010 2011 2012 2013 2014
Industry 103.1 106.2 107.6 94.8 78.1 111.2
Engineering 107.1 111.8 119.0 100.3 55.1 136.1
Machine-building 112.2 102.9 103.0 98.2 62.4 121.1

Manufacture of electrical, electronic and
optical equipment

Production of vehicles and equipment 112.4 1191 130.0 105.7 42.1 161.9

90.8 110.7 129.1 93.2 71.8 124.2

Source: (ukrstat.gov.ua).

The main consumers of industrial of control devices and systems are metallurgy, engineering,
chemical, food, nuclear power enterprises, fuel and energy sector, water utilities etc. There are widely
using thermometry devises are used not only in everyday life, but also provide control ofprocesses in
all types of industrial activities, such as chemical, metallurgy, machine-building and others. The volume

of product sales by main consumers is presented in Table 4.

Table 4. The volume of product sales by main consumers, mil. UAH.

ndustrios vears 5010 2011 2012 2013 2014
Food Industry 109950.0 139892.4 159550.1 192154.1  166608.8
Increase % 28.1% 27.2% 14.1% 204%  -13.3%
Ezig'r‘;a' and petrochemical 43911.4  55576.4 484736 623039  79397.1
Increase % 24.6% 26.6%  -12.8%  28.5% 27.4%
Metallurgy 1574505 2020346 141498  199901.3 2268422
Increase % 30.5% 283%  -30.0%  41.3% 13.5%
Engineering 98339.9 121780.4 85833  116348.5 134815.2
Increase % 43.1% 23.8%  295%  35.6% 15.9%

Production and distribution of
electricity, gas and water

Increase % 29.0% 24.7% 10.6% 26.4% -11.7%

130565.4  162813.7 180041.5 227630.4 200994.3

Source: (ukrstat.gov.ua).

Control devices market development is dependent by gasification of the country, what causes demand
for gas meters and pressure control devices for gas, which provide a transition from the high pressure

to the low pressure of gas, what then is using directly by consumers.
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The negative factor of influencing the development of the industry of gas control devices and systems
is a significant increasing in natural gas prices and leading the hard regime of saving gas in the
Ukraine. It should be noted, that big term of exploitation of gas control devices and systems promotes

slowing of demand.

Considering the dynamics of the main indicators of the market (Figure A.1, in Appendix).it should be
said, that it can be seen the negative trend of all the Indices only in 2012, when volumes of
consumption and personal incomes of population decreased. In 2013 it can be seen the decreasing of
volumes of export, import and market capacity. But the volumes of production in natural terms

increased in10.3%.

Looking at market trends in terms of money Figure A.2, in Appendix) it is recognized, that the
decreasing of volumes was only in 2012, when market capacity decreased in 22.8%, import in 24.2%
and production in 3.7%. But volumes of export increased in 46.4%. After all, in 2011 owing to
increasing of volumes in terms of money it can be seen the increasing of prices of devices and
instruments. In 2014 volumes of production increased in 4.3%, import in 55.2%, export in 29.6% and

market capacity in 23.5%.

Exploring the market capacity of control instrumentation it can be seen of the target groups of goods on
the Table 5.

The segment of gas meters and electricity character characterize by increasing of capacity in 2014 to
73873 thousands UAH and 397590 thousands UAH concordantly. Market capacity of water meters,
conversely, decreased from 201163 t0181846 thousands UAH. Decreasing of the prices of gas

pressure regulators also contributed to decreasing of their capacity to 10667 thousands UAH.

The market of control devices and instrumentation consists of the following main segments:
thermometry segment, the segment of gas pressure regulators, gas meter segment, the segment of

water meters, electricity meters segment.

Table 5. Capacity of instruments and equipment construction market of Ukraine in 2012-2014 in terms
of product groups, in terms of money, UAH thou.

Years
Devices 2012 2013 2014
Thermometers 18485 85026 102979
Gas counters 53070 31424 73873
Water meters 123090 201163 181846
Electricity meters 345321 351400 397590
Gas pressure regulators 6463 12394 10667
Other 2394066 2726692 3442316
Total 2940495 3407798 4209269

Source: (ukrstat.gov.ua).
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In the segment of devices thermometry the market leader is a domestic producer PIJSC «Skloprylad»,
which in 2014 took a part of market of 16.1%. The second place in the ranking of the major operators
takes the Chinese company Wuxi HongGuang Medical Equipment Co., Ltd with a part of market of

12.9%. Top three closes also the Chinese company Ningbo Yonggang Instrument Co., Ltd. (11.1%).

Also among the major operators in the segment of thermometry devices should identifie such
companies, as Medicare Trade Limited, PJSC «Termoprylad», HONGQI INSTRUMENT CO. LTD,
PJSC «Elektrotermometriya».

The market of gas pressure regulators is represented by the small number of operators. Herewith, the
undoubted leader is a domestic producer PJSC «Elektrotermometriya», which takes 68% of market.

The leaders of gas meters segment are domestic enterprises: state-owned enterprise «Novator» with
36.5% of market, PJSC «Aktarys-Ukrgas Meters Company» with the market part of 28% and PJSC

«Instruments construction plant of Yampil» with 14.9% of market.

The leaders of water meters market are also Ukrainian enterprises, which in total take a part of 81.7%:
PJSC «Elektrotermometriya» (40.8%), state-owned enterprise «Novator» (26%) and state-owned

enterprise «Association Komunar» (14.9 %).

Among the foreign producers the largest are PRECEDENCE INDUSTRY CO., NINGBO YONGGANG
INSTRUMENT CO and APATOR POWOGAZ SA.

At the electricity meters market the leaders are «Nik-Electronics» LLC (28.9%), which is the leader of a
market. The second place takes the state-owned enterprise «Association Komunar», with the part of
market — 25.7%. «Telekart-Prylad» LLC, PJSC «Merydian» and «Telecommunication technologies»
LLC take parts of 8.3%, 6.9% i 6.4% accordingly.

Among the foreign producers the largest are ADD PRODUCTION SRL, EMH Metering GmbH & Co.
KG, Itron Inc. The part of other operators is 10.8% of the market.

The market of control devices and instrumentation can be divided for two segments: market of
household instrumentation and industrial equipment market.

There are some risks at the market of control devices and instrumentation, which can cause the

negative situations at the market:

1. Risks of consumption: Development and growth of the market of devices depends on the
growth of consumer markets. Thereby, decrease in demand for products, produced by major

industries, can have an influence to decrease in demand for control equipment.
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2. Currency risks: Currency fluctuations, the unstable situation at the foreign exchange market
have a negative effect on the market of control equipment of Ukraine. Thus, there is a risk of

price volatility.

3. Custom risks: So, as the main products, which are represented in the market era imported,
there are risks of delayed deliveries of devices and instrumentation to Ukraine, what can cause

the unforeseen expenses for Ukrainian participants.
All factors of influence at the control equipment market are shown in Table A.3, in Appendix.

The main methods to solve all problems and risks in industry development are to increase the volumes
of production by expansion of sales markets of the current products and to explore the new products

and innovations.
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3.2. Analytical research of the strategic management system of PJSC
«Elektrotermometriya»

PJSC «Elektrotermometriya» is working in the instruments and equipment construction area and
makes contact thermometry devices based on platinum and copper thermocouples, devices for water
accounting in diameters 15, 20, 40 mm, gas pressure regulators. Since the question of the limitation of
resources is very appropriate, it is obvious the perspective of production equipment, which are directed
at economical use of water resources. Also the gasification continues in the country, but namely the
gas pressure regulation devices, which provide a transition from the high pressure to the low pressure

of gas, which then is using directly by consumers.

Thereby, the main products which are produced by PJSC «ETM» are:
- contact thermometry;
- cold and hot water meters;
- gas pressure regulators.

The object of activity is the development, production, sale and service of contact thermometry devices

for all sectors of the economy, energy metering, metrology and testing equipment.
The management structure of PJSC «ETM» is linear —functional (Figure A.3, in Appendix).
The main technical and economic indicators of activity are represented at the Table 6.

After analyzing the main technical and economic indicators of activity PJISC «ETM» in 2012-2014 it can
be made some conclusions. Production output in 2013 increased comparing with 2012 in 12.52%, but
in 2014 this index decreased in 17.14% because of decreasing of meters production. As a result of
decreasing in production and sales there was decreasing in costs of sales in 2014 in 16.72%
comparing with 2013. Also it can be seen increasing in revenue from sales in 7.47% in 2013 to
compare with 2012. But in 2014 there was the decreasing in revenue from sales in 18.73%, instead of
2013, which resulted the increase of net loss. Due to the decreasing of the value of the gross profit in
2013 in 3.62% comparing with 2012, there was a reduction of product profitability in 12.28%. And in
2014 instead of 2013 due to the decreasing of gross profit value in 47.37%, the profitability of

production decreased in 36.0%, and now it is only 3.2%.

At the same time it can be seen gradual increase of the average value of fixed assets of PJISC «ETM»
in 2012-2014. However, the negative trend is the growth of the coefficient of their depreciation, which
value in 2014 was 61.66%, what indicates the physical and moral obsolescence of fixed assets, which

influencing on productivity and product quality.
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Table 6. The main indicators of economic activity of PJISC «<ETM» in 2012-2014.

growth rates

i 0,
Indices Units of 2012 2013 2014 (downturn), %
measure 2013/ 2014/
2012 2013
1. Production output th%“Asﬁnd' 578867  65136.4 53972 11252  82.86
2. Cost of sales th%ff'”d' 59626 64453 53313 108.10  82.72
3. Net revenue from sales th%fa”d' 62999 67704 55024 107.47  81.27
4. Gross profit th%“Asﬁnd' 3373 3251 1711 96.38  52.63
. thousand.

5. Net income UAH. -427 -1810 -2619 X X
6. Return on sales % 5.7 5.0 3.2 87.72 64.00
7. The average value of thousand. 7185 4g5255 50489  102.85  104.05
assets UAH.
8. Coefficient of
depreciation of fixed Coef. 0.60 0.627 0.616 104.50 98.34
assets
9. Number of employees people 1125 1039 947 92.36 91.15
10. Payroll fund th%JASg”d' 19226.1  19937.5 19307.0  103.70  96.84
11. The average salary UAH. 14242 15992 1697.8 11229  106.24
per employee
12. Average receivables thousand. 3566.5 2720 1681 76.27 61,80
per year UAH.
13. Average payables per thousand. 3983.5 1237 4859 31.05 392.81

year UAH.

Source: http://smida.gov.ua.

Because of streamlining and automating of production it can be observed the annual decrease in the
number of employees in 7.64% in 2013 comparing with 2012, and in 8.85% in 2014 instead of 2013. At
the same time the salary of employees at the plant is growing, in particular in 2014 it grew in 6.24%

comparing with 2013.

One of the most effective directions to increase the efficiency of enterprise activity is to ensure its
active and continuous innovative development. Herewith, innovation is a basis of competitiveness of

industry enterprises, and their products and services.

Product innovations: During 2007-2014 the best activity in introducing of product innovations is shown

in 2009. At this period PJSC «ETM» mastered production of two new products (A and BY):

- «A-10» - gas pressure regulator for buildings gas supply, destined to reduce medium pressure gas to

low, and automatically support the output pressure at a given level.

1 Ais a code of product.
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- «B-20/6» - combined gas pressure regulator.

In 2008 enterprise introduced the protector for «PTI'B-10» against adverse external conditions, which

improved its exploitation characteristics.

In 2009 PJSC «ETM» mastered 2 new types of devices: counter «C-1.5» with plastic body and filter
«D-20». Production of water meters with plastic body allowed the decrease of their cost and, as a

result, their price. Herewith, the enterprise expanded the assortment of water meters.
In 2010 the enterprise conducted work of for the mastering the heat energy counter «E-1».

In 2011 PJSC «ETM» continued to work of the development of heat energy meter. The cost of

production preparation totaled 100 thousand UAH.

During 2012-2014 because of a crisis in the company and the scarcity of financial resources enterprise

didn’t explore new types of products.
Process innovations: PJSC «ETM» made and developed some innovations, such as:

- in the last 5 years enterprise put in exploitation foundry station, what is valued in more than 5 million
UAH.?

- in 2008 PJSC «ETM» organized line of details sealing. The cost of implementation of this scientific
and technological activity was 53.25 thousand UAH. But economic effect because of this innovation
reached 73.4 thousand UAH.

In the period from 2009 to 2014 company didn’t provide new improvement of technological processes.

Organizational Innovations: Last time PJSC «ETM» implemented organizational Innovations in 2008.
Their introduction was related with organization of sealing details line. At the same time there were
changes in the organization of work places, caused by transition from manual processing of devices to

automatic with using liquid glass.

Also in 2012 were implemented some changes, but they were mostly formal. PISC «ETM» removed
their representative offices in cities of Ukraine. Actually, sale of products is carried by the same offices,

but now they work as sales intermediaries.

Mission and strategic goals of the enterprise: The process of strategic management in PJSC «ETM»
includes the following elements: definition of the mission, elaboration of main goals, analysis of the
external and internal environment and establishment the strategy of activity. Grouping and
supplementing these positions according to current requirements of market economy there is the
general mission of the company - increasing the economic power of instruments and equipment
construction area of Ukraine through the production and realization of quality products to satisfy the

needs of the population.

2B, C, D, E are the codes of products.
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Considering, that at this moment in activity of PJSC «ETM» are observed crisis, as evidenced by the
deterioration of the financial activity, the main strategic goal of the enterprise in the near future have to

be the gradual increasing of profitability.

Based on the goal of enterprise it is formulated its main targets. To achieve the target it's necessary to
prove it to each level and performer in the enterprise, to determine the contribution of each employee
in the strategic success of the enterprise. It can be achieved by decomposition of targets and
objectives, building «targets tree», where will be set the concrete tasks, which are the basis of specific

types of work.

Characteristics of macro factors influence in the enterprise: All macroeconomic factors, influencing on

the activity of PJSC «ETM» can be combined into the following groups:
A - Economic factors:
a) the expected price dynamics: unstable prices, trend to growth.
b) level of welfare of the people is low;
¢) rate of inflation: expecting increase in 7-10%;
d) tariffs: limitations on import or export (excise);
e) the amount of taxes: 20-25%.
B - Political and law factors:
a) political stability: noted as uncertainty;
b) laws of the country in relation to the product;

C) necessity to adapt to the country: measurement system, size, presence of toxic elements, using

the various materials.

C - Socio-demographic situation:
a) social situation: noted as complexity;
b) demographic situation;

¢) peculiarities of cultural environment during adaptation the products: cultural environment hasn'’t

an influence.

D - Scientific and technical environment is the scientific and technical progress, which is manifested in

new technologies and equipment.

Summary results of assessing the impact of macro factors to PJSC «ETM» are represented in Table
A.4, in Appendix. Herewith, assessment of the nature of influence performed by the following scale: +1

point is positive effect, -1 point is negative effect. Assessment of degree of influence of factor to the
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enterprise performed by an expert way according to the following a scale: 3 points — strong influence; 1

point — a weak influence; 2 points — medium influence; 0 — lack of influence.

During the analysis was identified a number of opportunities and threats from the external environment,
which requires mobilization of efforts the enterprise. It will be presented a list of these opportunities and
threats, and also possible variants of actions of enterprise, directed to maximize the efficiency of using

the possibilities of enterprise and minimizing the negative influence of threats at the Table 7.

Unfortunately, most threats of macro environment are not exposed to regulation by the enterprise.
However, PJSC «ETM» should take some actions to decrease the negative impact of these threats.

Analysis of the immediate environment (microenvironment): Research of the immediate environment is
appropriate to make by the following areas: analysis of consumers, suppliers analysis, analysis of
competitors.

The main customers of products of PISC «ETM» are:
- enterprises of water and gas;

- companies and organizations which are consumers of water and gas and require its

accounting;
- individuals - consumers of gas and water;
- enterprises of the chemical, machine building industries, metallurgy/

Very important issue during organization of production in PJSC «ETM» is to establish an uninterrupted
supply of raw materials. This enterprise depends on the speed and quality of supplies, because the
absence of high quality raw materials creates downtime. That's why PJSC «ETM» pays great attention

to establishing the long-term mutually beneficial relationships with its suppliers.

To ensure the constant delivery of raw materials and avoid the price pressure from suppliers, company
signs with all suppliers long-term contracts for five years, and at the end of the term, if the suppliers
can be considered as reliable, continues to work with them.

Suppliers of PJSC «ETM» are Ukrainian and foreign metal processing enterprises and producers of
spare parts. The main ones are: PJSC «Colourmetprokat» (Kharkiv); PJSC «Dniprospetcstal»
(Zaporizhzhia); PJSC «Trading house KKPK>» (Obuhiv).

It was analyzed the main competitors of PJSC «ETM»:

Contact thermometry: In Ukraine, the main competitors in this type of products are: AOZT «TERAw,
Chernigiv; PIJSC «Termoprylad», Lviv. Among foreign competitors should say about the following

companies from Russia: LLC «Termoavtomatyka» (Moscow); OJSC «Teplopribor» (Chelyabinsk).
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Table 7. The list of opportunities and threats of macro environment of PJSC «ETM».

Factors of macroenvironment

Degree of
influence of
factor

Possible courses of action the enterprises

1. Possibilities

1.1. Increase the scale of government
support the industry

Active participation in the implementation of
relevant government programs to support the
industry

1.2. The stabilization of market conditions

Contracts with new customers and suppliers, to
increase production

13. Increasing the level of control and
regulation by the government

Lawful activities

1.4. The proper level of state policy in the
field of training for the industry

Attraction of qualified employees

1.5. Increase in the number of potential
customers

Access to new market segments

1.6. Availability of necessary labor force

Ensuring the personnel in the required quantity

1.7. Compliance with qualifying
characteristics of employees

Ensuring appropriate qualification of employees

1.8. The probability of the appearance of
technological innovations

The introduction of new production and control
technologies

1.9. Increase the proportion of high
technologies in production

Increasing the level of quality and
competitiveness of products

1.10. Increased the requirements for
scientific and technological level of
production

Production in accordance with the growing
demands from the side of the innovation
environment

1.11. The advantageous territorial location
of raw materials

Saving of resources and reduction of production
costs

2. Threats

2.1. Increasing the tax pressure

This macroenvironment factor is uncontrolled by
the enterprise

2.2. Limitation of internal market growth

Active participation in discussions concerning
improvement of mechanisms for protecting the
domestic producer

2.3. Low investment attractiveness of the
country

Innovative activities and cooperation with
scientific research institutions

2.4. Rising of inflation

Keeping the assets of an enterprise in forms that
are relatively less exposed to depreciation

2.5. Political instability in the country

This macroenvironment factor is uncontrolled by
the enterprise

2.6. The ambiguity of the law

Permanent monitoring of normative documents

2.7. The unsatisfactory condition of the
environment

Compliance with environmental law participate in
environmental protection projects

Source: Author's own elaboration.

Water counters.:Domestic competitors: State Enterprise «Novator», Khmelnitsky; Enterprise
«Komunarschetmash» Kharkiv. Foreign competitors: PKF «Betar», Chistopol (Russia); NP LLC

«Grand-C System». Minsk (Belarus).

Gas pressure regulators: The main competitors in this type of product are such domestic producers as:

Machine-building plant «Vizar» Juliani, Kiev region; Firm «Armavir», Kyiv.
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To determine the competitive position of PJSC «ETM» let's make a comparative characteristic of the
company and its competitors in the context of the main groups of products, in the following parameters:
the level of prices for the products, payment system and the possibility of discounts; an assortment; the

level of service; using of advanced technologies and others.

The results of the analysis of main competitors of PJISC «ETM» presented in the Table A5, in

Appendix.

After analyzing the competitors it can be concluded that there is the especially hard competition in the
market contact thermometry and water meters. Water meters, what PISC «<ETM» makes, take 53% of

the market, and contact thermometry — 67%.

Summary of the results of the analysis of direct environmental factors is presented in Table 8. As can

be seen on this table, during the analysis of the influence of these factors PJSC «ETM» founded, that

this influence has positive and negative sides.

Table 8. Evaluation of factors of direct environment of PJSC "ETM".

Group . . Character Degree of
of Factors The m_amfestaﬂon . of influence the
f (condition factor) influence
actors +1) factor
1. Status and trends of The low growth rate of the 1 5
development of target market market
" 2. Status and trends in demand There isn'’t significant growth in 1 3
© for goods demand
g 3. The degree of variability of Increasing of requirements
a needs, demands, tastes of concerning the quality of +1 1
8 customers production of the enterprise
4. The degree of commitment of There are a number of regular
customers to enterprise and its customers (metallurgical plants, +1 2
products water utilities, etc.)
1. Competitive power of suppliers  Moderate +1 2
o 2. The degree of attractiveness of ~ The main attraction factors - +1 >
%_ suppliers price and quality.
= 3. Availability of local suppliers Absent -1 1
@ 4. Access to foreign suppliers There_ Is access to Russian +1 2
suppliers
» 1. Com_petltlon in the area of Moderate +1 3
I enterprise activity
'*q:;_ 2. The power of competitive Medium " 5
= pressures
8 3. Difficulties to enter into the High +1 5

industry

Source: Author's own elaboration.

Let's make a list of opportunities and threats to the enterprise by the microenvironment, and possible

courses of action of the company (Table 9).
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Table 9. The list of opportunities and threats macro environment PISC «ETM».

Assessment of
Factors degree of influence
of factor, in points

Possible courses of action

1. Opportunities (favorable impact factors)

1.1. Increasing of demands
concerning the quality of 2
production of the enterprise

Using the advantages of the company concerning
the product quality, upgrade equipment

1.2. the presence of a certain

Keep in touch with reliable customers, deep the

3 ) . .
amount of regular customers cooperation with them, increase sales of products
1.3. Moderate competitive power Forming the base of reserve providers making the
of suppliers 2 additional initial conditions for contracts of

supplying

1.4. The main factors of suppliers > Coordination of the procurement process of raw
attractiveness are price and quality materials, searching for best conditions
1.5. Company has the access to > Improvement of product quality, improving the
foreign suppliers company image abroad
1.6. Moderate competition in the 5 Using the image of a reliable producer in the area
area of enterprise activity of instrumentation (moderate price - high quality)
1.7. The average power of of > Using the advantage of market conditions in order
competitive pressures to reach new markets
1.8. High barriers of entrance to > Preventing the emergence of new equal

the industry

competitors at the market

2. Threats (group factors of adverse effects)

2.1. The low growth rate of the 5 Systematic monitoring of market conditions,
market identification problems in activity

2.2. There is no significant 3 Conducting marketing policy to increase demand,
increase in demand and effective ad campaign

2.3. Lack of local suppliers Purchase theraw materials from more remote
areas

1

Source: Author's own elaboration.

Increasing in demands concerning the products quality of the enterprise stimulates it to permanent

improvement, which will supply competitive advantages of PJSC «ETM» in perspective.

The most significant threat to activity of PJISC «ETM» is quite slow growth of demand for the products
of the company. To stimulate demand for its the products, the company should more actively use

marketing tools.

Analysis of the internal environment of enterprise: Internal environment is a combination of all internal

factors of the company that determine the processes of its life.

The internal environment has several aspects, each of them includes a set of key processes and
elements of the organization: assessment current strategies, identifying strengths and weaknesses;

identifying the competitive advantages.

Determining the strengths and weaknesses of the company: Strengths and weaknesses of the internal
environment of the enterprise, as well as opportunities and threats in the external, determine conditions
of successful functioning at the market. That's why in the final stage of the analysis of the internal

environment it is necessary to evaluate its impact factors. This evaluation of environmental factors
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requires the next scale: 3 points indicate the strong side of enterprise activity; 1 point indicates its

weakness.

The evaluation results are shown in the profile of enterprise activity (Table A.6, in Appendix.). As shown
in this table, the main strengths of the company are: well matched organizational structure of the
enterprise; good communication relations inside the enterprise; a large market share; nomenclature of
production (with over 100 positions); flexible pricing policy; effective system of sales, presented by a lot

of offices in different cities of Ukraine and others.

According to the results of evaluation of factors of internal environment of enterprise it was made a list

of actual strengths and weaknesses of the PIJSC «ETM» (

Table 10).
Table 10. The list of strengths and weaknesses of the company.
Assessme Assessment
The aspect of nt of of degree of
internal Strengths influence Weaknesses influence of
environment of factor, factor, in
in points points
1.1. The high degree of expediency of 3 1.1.Style of control is 2
the organizational structure. too authoritarian.
Organization 1.2. The high level of communications 3 1.2. Big information 3
of in the enterprise. overload of
management 1.3. Fast decision making. 3 managers.
1.4. Clear functional responsibilities at 3
different levels of managenent.
2.1. A large share of the market. 3 2.1. Imperfect system 2
2.2. Areliable system of quality 3 of stimulation the
control. 3 customers.
Marketing 2.3. A large assortment. 3 2.2. Moderate level of 3
2.4. Flexible pricing policy. 2 marketing activity.
2.5. Feasibility of contracting policies. 3 2.3. Insufficient level 2
2.6. An effective system of sales. of service.
3.1. Constant research and 3 3.1. The rate scientific 3
Research and  development. progress exceeds the
development rate of development
in the enterprise.
4.1. Availability of significant material 3 4.1. Complexity of the 1
and technical base. production process.
Technology 4.2. The possibility of manufacture 2 4.2. The high degree 3
nonstandard devices according to the depreciation of fixed
demands of consumers. assets
5.1. Availability of highly qualified 3 5.1. Poor motivation 2
Personnel
personnel. of employees
. 6.1. The high cost of assets. 3 6.1.Presence of 3
Finance
losses
Organizational 7.1. High level of organizational 1
culture and culture. -, . -
o, 7.2. The positive position of the 2
position

company.

Source: Author's own elaboration.
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As shown in the

Table 10, PJSC «ETM» has a lot of strengths, and the degree of their influence on the activity of the

company is quite significant (most of the factors have the highest mark).

However, among the most influential weaknesses it is needed to tell about: big information overload of
managers; moderate level of marketing activity, characterized by lack of efficiency of marketing

communications.

Moreover, should separately allocate such indicator of internal environment as «research and
development». Currently, R&D is extremely important and actual for any company, because
development and innovation ensures the formation of long-term competitive advantage for the

company.

To identify competitive advantages of PJISC «ETM», it will be made comparative assessment of the
company and one of the competitors in the production of water meters - SE «Novator». Comparative
evaluation is carried out using data from profile of activity. Was founded the information of competitor
on the website smida.gov.ua and compared with the same type of information of the PIJSC «ETM». It
was subtracted each indicator of enterprise activity and each indicator of activity of the competitor.
Results of comparative evaluation are shown in the Table 11.

Table 11. Profile of polarities (competitor - State Enterprise «Novator», Khmelnitsky).

Points
Indices «+» «0» «+»
2 1 0 1 2
Risk level (Z - factor) X
The degree of expediency of the organizational structure X
The level of communications of enterprise X
Style of management X
The profitability rate X
The market share X
The quality system of products X
Assortment X
Flexibility of pricing policy X
The feasibility of contracting policy X
The system of sales X
The level of service X
The system of stimulation the customers X
The degree of marketing activity X
Research and development (R&D) X
Condition of the material and technical base X
Qualification of personnel X
Motion estimation of personnel X
The degree of motivation of personnel X
The financial opportunities of enterprise X
Organizational culture X
Rating evaluation of enterprise X
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Source: Author's own elaboration, based on expert evaluation.

The result with the sign «+» indicates a competitive advantage, and with the sign «-» indicates the
weaknesses of the PISC «ETM».

3.3. Analysis of marketing support of strategic management

The functions of marketing at PJISC «ETM» is performed by department of marketing and foreign
economic activity, which is subordinated to vice-director of commercial affairs. The organizational
structure of the department is presented in Figure A.4, in Appendix. Specialists of this department
organize a system of marketing research, analysis of the marketing environment, markets of individual

consumers and enterprises, determination of demand and so on.

One of the most important and responsible elements of marketing in PJSC «ETM» is to conduct

market research.

In general, PJSC «ETM» carries market research in two main areas: analysis of customers and
competitors. To assess consumer needs this specialist makes survey of consumers to identify motives

on which they prefer products of competitors.

Research of competitors and determination of competitive position is made by conducting

characteristics of the company and the competitors in the context of the main groups of products.

Another no less important element of marketing support of strategic management of PJSC «ETM» is

its product policy.

The most important, in our opinion, part of a marketing product policy of PJISC «ETM» is the
development of innovative products, because creating new products allow the company to win

competitors, maintain and expand market, increase revenue and profit.
At present an assortment of production of the company represented by the following items:

1. Contact thermometry. The contact thermometry includes such products as: thermal converters of
resistance, made of platinum, which are about 38 types, thermal converters of resistance, made

copper (15 types), thermoelectric converters (38 types), electrical detectors of pressure.
2. Gas pressure regulators; «F-10», «G-10», «|-10/6».3

3. Cold and hot water counters, in diameter 15, 20 and 40 mm, with mounting kit, and also impulse

water meters.

3F, G, | are the codes of products.
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4. Other (installation, details, assembly kits for gas pressure regulators, mounting kits for water

meters and so on).

The structure of main products of PISC «ETM» for the past two years is on the Table 12.

Table 12. Analysis of the structure of production of PJSC «ETM».

The output Deviation
2013 2014
Type of — — Absolute, . The
product Thousand Spe_cmc Thous Spe_cmc thousand. Relative, structure,
UAH weight, and. weight, UAH % %
) ’ % UAH. % )

Contact
thermometry 13792 21.17 12879 23.86 -913 -6.62 2.69
Water 45695.7 70.15 33765 6256  -11930.7  -26.11 -7.59
counters ) ) ) ) ) )
Gas pressure
regulators 5648.7 8.67 7328 13.58 1679.3 29.73 491
Total 65136.4 100 53972 100 -11164.4 -17.14 -

Source: http://smida.gov.ua.

However, despite the rather large assortment of products of PJISC «ETM», not all of its varieties have
stable and high demand. Therefore, to determine the possible directions of innovations it is appropriate

to analyze the dynamics of sales of products by main assortment groups. The analysis conducted on

the basis of short-term reviews of markets during 2010-2014 (Figure 4).

45000 -
40000 -
» 35000 -
9
o 30000 -
° 25000 -
2
g 20000 -
z 15000 -
10000 -
5000 -
0 2010 2011 2012 2013 2014
=== Contact thermometry 9962.85 9436.81 12301.6 13636.9 12293.6
===\ ater counters 26739.88 25106.22 29377.51 42023.6 36284.9
Gas pressure regulators | 23867.53 23476.29 20440.2 6560.4 8176.8

Year/Main products

Figure 4. The dynamics of implementation of the main groups of products of PJSC «ETM».

Source: http: // smida.gov.ua
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As it shown from in figure, during the study period it can be seen an increase in sales of water meters

that has a place an increase of demand for this type of product.

Demand for products of contact thermometry has some variations, first upwards, then — downward, so
it should be stabilized. Thus it is necessary to make decisions for improving existing products to

stabilize supply, decrease its prices.

As for gas pressure regulators and other products of PJSC «ETM» it should be noted the fact, that

during 2010-2014 the demand for it goes down, so this product need be updated, using remarketing.

Significant attention in the product innovation policy PJSC «ETM» pays to quality. From the qualitative
characteristics of new products depends the image of the company, which was formed for a long
period. That's why department of marketing and foreign economic activity is working closely with the
department of technical control. Regular work over improvement of quality made it possible to

significantly reduce the number of complaints received from clients (Table 13).

As for the products of PJSC «ETM», recently, despite the overall decline in its realization, is observed
a slight increase in sales of impulse water meters «A-2.5». This needs an analysis of the

competitiveness of this type of product.

Table 13. Analysis of the quality of products.

Indices Years

2012 2013 2014
1. The volume of commodity production, thousand. UAH. 57886.7 65136.4 53972
2. The number of complaints received, units. 16 13 12
3. The total value of rejected by buyers products thousand. UAH. 2461.2 2121.7 1463.6
3.1. % To the volume of commodity output 3.87 3.67 2.24
4. The number of complaints recognized by enterprise, units. 9 7 5
5. The total cost of claims recognized by enterprise thousand. UAH. 1640.8 1414.5 1325.6
5.1. % To the volume of commodity output 2.58 2.44 2.04
6. Fines paid for the supply of low-quality products, thous. USD. 820.4 707.25 731.8

Source: http://smida.gov.ua.

Competitive analysis is made concerning the similar production of main competitor of PISC «ETM» at
the market of water meters - State Enterprise «Novator». For this was conducted an expert evaluation
of such indicators as compliance of “these products of enterprise to standards, reliability, accuracy and
durability, level of after-sales service, price and guarantee period by 10 points scale. The analysis

results are shown in Table 14.

Based on the results of calculations given in the table, it can be concluded that estimated product of

PJSC «ETM» is more competitive compared with State Enterprise «Novator», because integral index

4 Ais a code of product.
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of competitiveness is bigger than 1. However, products SE «Novator» have also very strong

competitive position, because this ratio greater than one only at 0.0125.

To evaluate the pricing policies it will be analyzed price level for the main types of production of the
enterprise compared with the prices of products analogs of key competitors. The results of this analysis
are presented in Table A.7, in Appendix.

Table 14. Evaluation of competitiveness of production of PISC «Elektrotermometriya».

Water meter Water meter Weiaht Indices
Parameters A-2.5 (PJSC A-2.5 (SE rat?o Sinale  Grou intearal
"ETM") «Novator») g p g
Technical parameters:
1. Compliance with standards 10 10 0.2 1
2. Reliability 9 8 0.2 1.125
3. Accuracy 9 9 0.2 1 1.0125
4. The durability 9 9 0.2 1
5. The level of after-sales 1.0125
service 7 8 0.1 0.875
6. Guarantee term 7 7 0.1 1
Economic parameters: 8 8 1 1 1

Price per unit, UAH.

Source: Author's own elaboration.based on http: // www.ukrstat.gov.ua.

The main competitors of PJSC «ETM» in the market are water meters are PJSC «Novator»,
Khmelnitsky and «Kommunarschetmash», Kharkiv. The difference in price of meters, comparing with
competitors, is small (x 2-5%).

Quite important issue in the conduct of marketing analysis is to evaluate the main distribution channels
of its products. Information about the main channels of production of PJSC «ETM» is given in Table
15.

Table 15. Analysis of the main distribution channels of enterprise, %.

Types of products
Contact Water Gas pressure

Distribution channel Other
thermometry counters regulators
2013 2014 2013 2014 2013 2014 2013 2014
1. Indirect distribution channels, total 32 26 43 39 19 20 27 25
1.1. Wholesale traders (dealers) 12 9 21 19 7 8 17 16
1.2. Representative offices 20 17 22 20 12 12 10 9
2. Direct sales channels, total 68 74 57 61 81 80 73 75
2.1._Departmenf[ of m_a_rketlng and 68 74 36 37 62 68 64 67
foreign economic activity
2.2. Store, owned by JSC «ETM» - - 21 24 19 12 11 8

Source: Documentation of enterprise.
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As the table shows, the majority of the products are sold by direct channels. It should be noted also,
that in 2012 there were some changes in the organization of sales at the company. Earlier service of
marketing and sales of the company included 6 representative offices, which were involved in the
organization of sales. And from 2012 these representative offices are functioning as dealers, which are

independent from the company.

For the effective functioning at the market under current conditions, to implement the strategy of
innovative development of any company, including PJSC «ETM» is becoming increasingly important

system of marketing communications.
To market introduction of innovations PJSC «ETM» widely uses personal selling.

Also the important methods for PISC «ETM» of the products promotion to the target market are also
advertising and PR. The enterprise also uses the method of information over the Internet. Among the

promotional tools an important role has the direct advertising.

Another channel promoting the products of PISC «ETM» is sales promotion, and it is used primarily by

stimulating resellers and end users by providing discounts, based on the number of purchased goods.

So it could be concluded, that PJSC «ETM» widely uses marketing methods during its activity.

3.4. Strategic approaches to development of PJSC «ETM» as a result of the
diagnostic analysis of its condition

To make the integrated estimation of activity of PISC «ETM», all factors of influencing should be
attributed to the opportunities and threats regarding the environment, and the strengths and
weaknesses of the company regarding internal environment. To determine the relations let's make a

matrix of SWOT - analysis.

After analyzing the external and internal environment and compilation a list of strengths and
weaknesses as well as threats and opportunities (I stage of SWOT-analysis) we will establish paired

combinations between them. To determine the relations let's make a matrix of SWOT-analysis.
Let’s generalize evaluation results in a matrix of SWOT-analysis (Table 16).

On the left side of the SWOT matrix it will be written the discovered strengths and weaknesses of the
company with the assessment of their significance, and to the top of matrix enter detected
opportunities and threats of the external environment with the assessment of their significance for the

company.
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Based on a SWOT matrix, to formulate strategic problems of the enterprise and strategic alternatives

for its development, it be established and analyze paired combinations of all the strengths and

weaknesses of the company with the opportunities and threats in the external environment.

Table 16. Matrix of SWOT-analysis of PJSC «ETM».

External
environment
Internal
environment

Opportunities:

- An increase in market share;

- Access to new markets;

- Increase in demand for products;
- Attracting investors to finance the
innovations.

Threats:

- Increase in competition in the
industry;

- Growth of inflation;

- Unstable political and economic
situation in the country;

- Changes in legislation.

Strengths:

- Highly qualified personnel;

- High market share;

- A large assortment of
products;

- The gradual modernization of
the equipment;

- Improving the product quality;
- pricing policy;

- Effective distribution system;
- Effective contract with
suppliers;

- A positive image of the
company.

- Development and introduction of
innovative products for enterprise and
the conquest new markets;

- Increase in market share by high
quality products, using the price
advantage;

- increase in sales of products using
effective system of distribution;

- Attraction of investments due to the
positive image of the company.

- Enhancement of the competitive
position by high quality products
and affordable prices;

- Support the stable activity of the
company during the changes in
political and economic instability
due to highly skilled personnel;

- The possibility of postponing of
payments by close cooperation with
suppliers.

Weaknesses:

- High level of depreciation of
fixed assets;

- Inefficient use of resources of
the enterprise;

- Low level of preparedness of
workers to changes;

- Crisis financial condition;

- Limited usage of advertising
media;

- High power consumption of
output.

- Modernization of equipment as by its
own funds and by attracting investors;
- More efficient using of advertising,
information about the company in new
markets increase awareness of
consumers in existing markets;

- Due to increased product sales the
company could exit from the crisis and
increase profitability;

- By increasing of profitability and by
attracting funds of investors, company
will improve technology of production
and implement energy-saving
technologies.

- Create reserves for insurance
from risk;

- Searching for opportunities to
expand sales of products;

- Support the equipment in working
condition;

- Investment of borrowed funds in
equipment upgrades and
introducing energy saving
technologies for improving the
situation of the company in the
future;

- regular monitoring of macro
environment for timely reaction to
changes;

- Constant monitoring of
competitors.

Source: Author's own elaboration.

Identified paired combinations of strengths and weaknesses of PJSC «ETM» with the opportunities

and threats are systematized in Table 17.
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Table 17. Initial data for the compilation of the list of strategic enterprise development alternatives.

Field of  Strategic alternatives, which are formulated based on the detection of paired  Evaluation of

SWOT combinations of strengths and weaknesses of the company with the factors in

matrix opportunities and threats in the external environment points
1. The development and introduction of innovative products for the enterprise and 3
the conquest her new markets.

Sa0 2. The increase in market share by high quality products, which at this time 3

produces the company, using the price advantage.
3. The increase in sales of products using effective distribution system. 2
4. Attracting investment resources due to the positive image of the company. 3
1. Improving the indicators of activity of the enterprise by upgrading equipment as 3
by its own funds as well as by attracting investors.
2. Improving the indicators of activity of the enterprise by more effective using of 2

WaO advertising, information about the company in new markets, increasing awareness
of consumers on existing ones.

3. Increasing of profitability by improving production technology (introduction of 3
energy saving technologies).
1. Strengthening the competitive position by high quality products and reasonable 3
prices.
2. Support for of stable activity of enterprises during the changes in legislative, 2
SaT political and economic instability due to highly skilled personnel and high
professionalism of the managers of PJSC «ETM».
3. Supporting the financial stability through the use postponing of payments by 2
close cooperation with suppliers.
1. Establishment of reserves for insurance from risk. 2
2. Searching of opportunities to expand sales. 3
3. Targeting efforts to support the equipment in working condition for the 1
continuation enterprise activity at the same level.
waT 4. Investment borrowed funds in equipment upgrading and introducing energy 3
saving technologies for improving the situation of the company in the future.
5. Constant monitoring of the political and legal environment in the country and the 2

economic situation in order to timely reacting to changing of market conditions and
avoiding losses;
6. Monitoring the competitors. 3

Source: Author's own elaboration.

Based on these alternatives, and also, considering the fact, that at this moment in PIJSC «ETM» is
observed crisis, the main strategic goal of the company in the short term should be a gradual increase

in profitability of the enterprise.

To achieve this goal it is necessary to set specific targets of PJISC «ETM». To achieve this goal it was
set specific targets of PISC "ETM" and built their "tree of objectives" (Figure A.5. in Appendix). As can
be seen from the picture, to increase the profitability PISC «ETM» must constantly increase the

volume of sales, introduce technical, technological and product innovations increase competitiveness.

47



The objectives of the second order are the following: increase in sales of products of PJISC «ETM» in
existing and new markets, the intensification of market research to find new needs of consumers,

searching for sources of financing innovation, improve product competitiveness, reduce costs.

According to the stage of life cycle and based on the current conditions of its functioning it is

appropriate to use the strategy of gradual growth.

Thus the company should use the product market development strategy (implementation of innovative

products) under the strategy of concentrated growth.

To justify the basic strategy of functioning of PJSC «ETM» within the corporate and functional business
development strategies, it will be used the method of expert assessments on the admissibility of the

implementation of these strategies to achieve the strategic goals of PJSC «<ETM» (Table 18).

As the table shows, according to optimistic forecasts for the enterprise is advisable to choose the
strategy of concentrated growth; marketing strategy of market development, aggressive innovation
strategy, manufacturing strategy based on progressive changes in the technological process, the
financial strategy of self-financing, and strategies of minimizing the costs of production within the

business strategy.

According to pessimistic forecast appropriate is the choice of corporate strategy of stabilization, the
marketing strategy of preserving of market share, traditional innovation strategy, manufacturing
strategy, which would be based on using of existing potential, use lending strategies, based on the fact
that the activity of the company in recent times has been unprofitable, and business strategy of

minimizing production costs.

The basic strategies for the most probable forecast of development should be the following: corporate
strategy of concentrated growth; marketing strategy of market development, offensive innovation
strategy, production strategy, based on the progressive changes in the technological process, financial

strategy that provides partial crediting, and business strategy of minimizing production costs.

It is proposed to implement the assessment of level of readiness of the enterprise to strategic changes
by interviewing experts - employees of top and middle links of management using specially developed
system of criteria. It was asked the experts to provide estimates for each criterion on a ten-point scale
(0 - minimum value 10 - maximum). The content of questionnaire for assessment the readiness of the

enterprise to strategic changes is shown in Table 2 (Chapter 2).
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Table 18. Justification of the choice of the basic strategy of PJISC «ETM».

Forecast of probabilities implementation of
strategies taking into account the external

The amount of

Strategy environment and internal opportunities probabilities
Pessimistic Probable Optimistic

1. Corporate strategies:
1.1. Growth strategy 0.3 0.5 0.6 1.4
- Diversification strategy 0.03 0.04 0.05 0.12
- Integration Strategy 0.03 0.04 0.05 0.12
- Concentrated growth strategy 0.24 0.42 0.5 1.16
1.2. The strategy of stabilization 0.5 0.4 0.3 1.2
1.3. Reduction strategy 0.1 0.1 0.1 0.3
1.4. The restructuring strategy 0.1 0 0 0.1
2. Functional strategies:
2.1. Marketing strategy
- Market development strategy 0.2 0.5 0.7 1.4
- Strategy of market penetration 0.2 0.2 0.2 0.6
- Strategy of preservation of market share 0.6 0.3 0.1 1
2.2. Innovation strategy
- The traditional strategy 0.5 0.4 0.3 1.2
- An opportunistic 0.1 0 0 0.1
- Imitative 0.1 0.1 0.1 0.3
- Defense 0.1 0 0 0.1
- Offensive 0.2 0.5 0.6 1.3
2.3. The production strategy
- Using the existing potential 0.5 0.4 0.3 1.2
- The creation of new production 0.1 0 0 0.1
- A strategy of changes in the technological 04 06 07 17
process
2.4. Financial strategy
- Self-financing strategy 0.4 0.4 0.6 1.4
- A strategy of partial crediting 0.6 0.6 0.4 1.6
3. Business Strategy
3.1. St_rategy of minimizing the costs of 08 08 08 24
production
3.2. The strategy of specialization 0.1 0.1 0.1 0.3
3.3. The strategy of concentration at a certain 01 01 01 03

market segment

Source: Author's own elaboration. expert evaluation of PISC «ETM».

Conducted questioning at PISC «ETM» showed that the company has a medium degree of readiness

for strategic changes.

In the event of discrepancies between target and actual condition of enterprises there is a need to

revise the chosen strategy.
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Analysis and synthesis of strategies of successful domestic companies helped to develop and propose
a matrix, in which the systematic strategy based on company size and degree of readiness for strategic
changes (Table 19).

Strategy of adaptation consists in the fact that the company analyzes the external environment and
plans its action matching these conditions. Strategy of active formation of market (active strategy)
means trying of the company to change the environment, due to their own interests. This strategy
potentially provides the greatest gains, however, is associated with the highest risk. Strategy of
preserving the right to act occupies an intermediate position between the two strategies below. The

chosen strategy of company can be changed by transforming the external environment.

Table 19. The matrix of recommended strategies.

Level of readiness to strategic changes

Low Medium High
Depending on the development of alternatives
Strategy of support Strategy of limited growth Growth strategy

Depending on the activity of the market position of the company
Strategy of preserving

Strategy of adaptation the right to act Strategy of active formation of market
Depending on the possibilities of enterprise
The strategy based on the The strategy based on the The strategy based on the fundamental or
normal possibilities additional possibilities additional opportunities

Source: Usyk (2009).

The proposed matrix allows determine key components of enterprise strategy, such as alternative to
development, market position and opportunities. Taking into account the results of the study, it is
proposed for PIJSC «ETM» to use such options of strategies:

1. If the evaluation of readiness for strategic changes shows that the company goes into the
zone «low readiness» is appropriate for the enterprise to use a strategic set, which contains

support strategy, strategies of adaptation and strategy based on normal opportunities.

2. If the evaluation of readiness for strategic changes shows that the company goes into the
zone «medium readiness» is appropriate to use the next strategic set: limited growth strategy,

the strategy of preserving the right to act and the strategy based on additional opportunities.

3. In the case where level of preparedness of the enterprise to strategic changes assessed as
high, the company has to include into the strategic set: growth strategy, a strategy of active

market development and strategy based on the using the fundamental opportunities.
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3.5. Formation of the strategy of innovative development of enterprise

Another problem related to the strategic management of PJSC «ETM» is the absence of an effective
strategy of innovative development of the company and its inflexibility. It is known that most domestic
industrial enterprises, including PISC «ETM» keep the centralized administrative system of innovation
management, not realizing that its usage threatens with significant decrease in competitiveness.

Another objective of marketing is timely introduction of innovations into the market.
The main components of the innovation policy should include:
- Marketing policy - intended to form a strategy and tactics of behavior at the market;

- Policy in the area of research and development activity - its task is to determine the scientific

potential of industrial enterprises;

- Policy of structural changes - focused on establishment of adequate innovative strategies

organizational structure.

- Investment policy - focused on cash management in the company to accumulate funds

necessary to implement innovative projects.

Together with improvement of the mechanism of formation of innovative strategies for more effective
innovation management it is considered that is appropriate to organize a specialized department of
innovation of Science and Technology Center (STC), which will perform strategic and operational

management of innovation. It is proposed to organize R&D center by the scheme shown in Figure 5.
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Figure 5. Scheme of the Science and Technology Center and its place in the organizational structure

of the enterprise.

Source: Author's own elaboration.
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Such Science and Technology Center (STC) will conduct fundamental research, carry out the general
scientific control over the activities of industrial departments, will provide advice and so on. In addition,

the range of tasks STC will include:
- Selection of subjects of research and development work;
- The choice of directions of innovative activity of PISC «ETM» for the future;

- Organization and coordination of all services of improving the plan of organizational and technical

development of enterprise and innovations of the company;
- Organization of collection of innovative ideas;

- Preparation and presentation to the management of company the costs, estimates for the
development and exploration of advanced technologies, control costs within the approved budget;

- Calculation of economic effects of innovations;

- Providing an innovative plan of progress of production and so on.

3.6. Information support of strategic management based on marketing

Process of decision-making requires a systematic approach to collecting and analyzing the necessary

marketing information.

According to the concept, that system of management of the marketing information (SMMI) in the
enterprise should be seen as a combination of personnel, equipment, procedures and methods,
organized for the collection, analysis and dissemination in a minimum term of quality and accurate

information, necessary for the preparation and making the management decisions.

Taking into account international experience and the characteristics and conditions of instrument-
making enterprises and in particular the research object, it is proposed to form a system of information
providing of management of marketing information based on two subsystems: a decision support

system (DSS) and marketing research system.

Thus, the decision support system (DSS) within the information management of industrial enterprises,

in our opinion, should include four functional subsystems:
1) subsystem «Strategic planning and management of the enterprise»;
2) subsystem «Management of marketing»;
3) subsystem «Market Analysis»;

4) subsystem «Business Planning».
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A list of functions performed by each of the selected subsystems is in Table A.8, in Appendix.

In order to practical implementation of these functions, it is offeres to form a DSS based on three
structural components: a data bank or fund of marketing information, expert system of models and

interactive system that can be used by managers.

Main task of the fund of marketing information is to collect necessary marketing data with a reasonable

degree of their reliability and present them in a form easy to access and use.

An expert system is intended primarily to perform analytical functions. The expert system is a
computerized system of artificial intellect, appointed for modeling of actions of experts of information
analysis in order to solve the problems.

Interactive (linguistic) system allows the company employees who are not programmers to work with

databases using system of models to produce reporting information that satisfies their specific needs.

DSS provides information for strategic decision-making, allowing managers to keep abreast of

developments in the external environment, and is an early warning system.

The main general destination software products that are included in the SMMI of the organization of
marketing activities, including: text editors (for example, Microsoft Word), tabular processor (e.g.
Microsoft Excel), database of management system. In addition to these, the software can include:

translation software, software packages and other workflow.

The process of organization and implementation of the enterprise decision support system (DSS) and
marketing research system according to the proposed methodology should include a number of stages
(Table 20).

It should be noted that the main factor that hinders the implementation of software products for
enterprises, is their relatively high cost.

Thus, in our view, effective implementation of the management mechanism of marketing information

will give the company the following advantages:

- reduction of time for decision. In the long term it will reduce downtime, accelerate the turnover of

current assets, and reduce the number of managerial staff;

- receipt of previously unavailable information. As a result, it is possible to make more long-term

solutions.

- optimization of business. Simplifying and improving the efficiency of business processes and gain of

management control will affect the cost reduction by reducing activities and related costs;

- optimizing performance of marketing functions, primarily research, planning and forecasting,

promotions.
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Table 20. The main stages of organization and implementation of the company DSS.

Name of the stage

The constituent elements of stage

1. Analysis of marketing in
the enterprise

1.1. The study of structure of enterprise management.

1.2. Determination of the main objectives, tasks, rights and responsibilities of
marketing services company.

1.3. Assessment of actual marketing departments.

1.4. Formulation of SMMI goals.

1.5. Determination of the main tasks of the SMMI:

- collecting marketing information about the condition of the environment, the
market, behavior of customers and suppliers, actions of competitors;

- collecting marketing information inside the firm;

- generating reports about market research for the transfer to the management of
company;

- control of management of marketing activities;

- sharing of information between the marketing departments of the company.

2. Preliminary assessment
of available and required
resources

2.1. Assessment the current level of enterprises information (existing information
systems, qualified specialists hardware and software) as well as the possible
development of these resources in the coming years.

2.2. Resources assessment (financial, human, technical, etc.), that are intended to
provide for the development and exploitation of information systems.

3. Determining the needs
of managers by marketing
information

3.1. Determination of groups of potential users of SMMI within the enterprise and
their information needs the detection range of common interests of different
professionals and departments.

3.2. Development of the scheme of information flow between services of
marketing and other business units.

4. Identification of the
sources of marketing
information

4.1. Analysis of internal and external sources of secondary marketing information.
4.2. Formulation of the requirements for secondary information (character,
frequency, probability and degree of completeness, possible sources of receiving).

5. Development of
procedures and tools of
receiving and analyzing
information

5.1. Providing quick access to existing enterprise databases, commercial
databases and international networks.
5.2. Formation of the application package to perform the required operations.

6. Development of
methods of forming of own
database

6.1. Development of a mechanism of accumulation, preservation and restoration
of information.
6.2. Development of forms of information.

7. Determination of the
criteria for evaluating the
efficiency of SMMI

7.1. Efficiency indicators of used marketing information.
7.2. Efficiency indicators of movement and processing of information flows.
7.3. Efficiency indicators of specific marketing measures.

Source: Author’s own elaboration.

The effectiveness of marketing information management system: The efficiency of the functioning and

usage of marketing information management system at the industrial enterprise is appropriate, in our

view, to determine the complex. Indicators that can characterize the effectiveness SMMI we offer to

group as follows:

1) performance indicators of using the marketing information;

2) the performance indicators of the movement and processing of information flows;

3) performance indicators of specific marketing activities.
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Conclusions and Strategic Orientations

In this research on the basis of the studies of theoretical and practical aspects of research of
instrument-making enterprises development strategies it was outlined theoretical generalizations,
conducted detailed analysis and proposed solutions to complex of topical issues for improving the
strategic management of PJSC «ETM» in an unstable market environment. The main conclusions and

the results, which are obtained in the study, are the following:

1. Research of different approaches prominent scientists allowed to determine the most
complete description of the categories of strategic management, which is an implementation of
the concept, which combines targeted and integrated approaches to the company, which allows
to set development goals, compare them with the available opportunities (potential) of the
enterprise and lead them into compliance through the development and implementation of

strategies;

2. The results of theoretical research made it possible to conclude that the determination of the
strategy for the company essentially depends on the situation in the company, and in the
external environment. Analysis of selection of strategies shows that there are common

approaches to the formulation of strategy and general frameworks, which fit the strategy;

3. Was detected that strategic planning is one of the most important management techniques,
the using of which makes it possible to achieve coordinated of actions of enterprise divisions
with the implementation of its strategic goals, increase opportunities in providing the necessary

information promote the efficient allocation of resources, improve the control activities;

4. Based on the study of regularities of functioning of instrumentation industry in Ukraine it was
detected a number of positive and negative trends in the market, caused by the crisis in the
economy, which is leading to a deterioration of the efficiency of the instrument-making

enterprises, including PISC «ETM»;
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5. Consideration of basic principles of functioning of PJSC «ETM» and key aspects of its
operations made it possible to determine a number of problems in strategic management,

including:
- the lack of a balanced system of strategic management; slow technology update;

- problems associated with the formation and implementation of innovative development

strategies;

- resistance to change within the company;

- lack of adequate promotion of creative activity staff;
- lack of financial software of company development.

6. Analysis the marketing management activity of PJSC «ETM» allowed to find out that despite
the widespread usage of marketing tools, the enterprise has problems with organization of the
process of innovation management based on marketing that at market conditions are particularly

dangerous;

7. Was established that in terms of building an innovative model of development in Ukraine,
actualized problems of strategic management of industrial enterprises. It was exposed basic

ways of improving the system of strategic management of activity of the company.

8. The analysis of the external and internal environment of PIJSC «ETM» allowed to generalize
the evaluation in a matrix of SWOT — analysis. The analysis showed that the PISC «<ETM» has
a lot of alternatives in the formulation and implementation of the strategy of the activity. Thus
each alternative is explained by a combination of strengths and weaknesses, threats and

opportunities of the company;

9. On the basis of the research was proved the basic strategy to achieve the strategic goal of
PJSC «ETM». According to the life cycle, and based on the current conditions of its functioning,
is appropriate to use the strategy of gradual growth. Forecast implementing strategies defined by
the optimistic, probable and pessimistic forecasts. According to the pessimistic forecast the
company should use a strategy of stabilization, while to the optimistic and the most likely
scenario — moderate growth strategy. Thus to achieve the main strategic goals according to
each scenario PJISC «ETM» should use set of functional strategies and define the business

strategy.

In view of the identified problems, which associate administrative and informational aspects of effective
management of the strategic development of the company, in this research work it proposes to develop

a decision support system.
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Table A.1. The sequence of development of a strategic plan for enterprise.

The term of providing information

The content of the information

Performer that provides information

Forecasts and scenarios of the

Department of Strategic Analysis

| quarter external and internal conditions and Development
(based on SWOT analysis). P '
Indlcato_rs of ex_tgrnal and internal _ Office of Strategic Planning.
economic conditions of the enterprise.
Forecast sales by product groups. Department of marketing.
Il quarter
Cost estimates for modernization
(technical re-equipment, Technical Department in
reconstruction of existing production conjunction with the accounting.
or purchase a new production).
The analysis of funding and
Il quarter investment forecast. Development of  The financial department.
the budget forecast.
Summary calculations of
strategic plan with the comments of all
participants. The development of Office of Strategic Planning.
operational plans for next year.
IV quarter

Adoption of strategic and operational
plans. Organizational plans

development (schedules).

Higher government of the
enterprise together with the
Department of Strategic Planning
and performers.

Source: Kovtun (2009, p. 680).
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Table A.2. Comparing models of strategic planning.

Models

Characteristic
signs

A model based
on the “strategic

gap

”

The model, based
on consideration
of market
preferences

The model focused
on creating and
maintaining the
competitiveness of
enterprises

The model is
aimed at creating
a positive image

The model which
takes into account
the size enterprise

- The current

development - The strong
What emphasis ~ trends - Totake account o long-term reputation - The size of the
is placed of the interests of competitiveness enterprise
ISP - The shareholders P - To create a P
performance “‘good name”
indicators
- development and
) - Identify ke implementation of - Implementation of
- Calculation of . SWOT-analysis succesfgfac)t/ors measures to the strategic
Methodology of  the upper and create qualit management
: e i and measures for quality g9
analysis lower limits of - Decisions by i products . .
“strategic gap”  Shareholders t ellr , - Diagnosis
Implementation - The use of environment
mechanisms PR
- Comply “what - Increasing - Using corporate
is possible” with - innovation of of the  social - Taking into
o - taking into ! I .
with what account the enterprise responsibility to account the size of
should be interests of Detailed analvs the community the company -
i n - Detailed analysis i
Advantages achieved shareholders Y _ A variant of reducing the cost

- Development
of the field of

- Defining market
benefits business

of competitors

- Development of

investment in
software-term

of analysis and
planning

strategic international Long-term
decisions relations functioning of
) - Restrictions
- Waste of time  pecause of the - Al(t:'?mplte)(; - tIioctL_ls all |
it i multifacete attention only on - The cost of funds
- Costs money dlfflCUlty n i R
o rocess the enterprise’s :

Disadvantages  to develop defining and p image p for the formation of

options for balancing the - Requires detailed the planning

filling the interests of a information about - Consideration of ~ System

“strategic gap”

large number of
shareholders

competitors

the competitors

Source: Kotovska (2011,
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Figure A.l. Dynamics of indicators of market of instruments and equipment construction enterprises of Ukraine
in 2011-2014, %.

Source: (ukrstat.gov.ua).
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Table A.3. Impact factors on the instrumentation market (cont).

No Impact factor +/- Manifestations
1 2 3 4
Economic
- Increase in the number of consumers;
- An increase in the volume of deliveries of products, both in
1 Restoration of economic growth +  domestic and foreign markets;
- Increase in profit operators;
- Increase in market share
5 The stability of the national + The possibility of long-term planning;
currency - Reducing of currency risk
Rising volumes of production of - Incrgase in production volumes o.f test equipment;
3 . + - Profit growth of market operators;
major consumers oI " .
- Stabilization of the market position of companies
- Increase in the production of basic consumer industries, which
The increase in demand for the would entail an increase in demand for the investigated
4 products of major consumer + products;
sectors - Increase in volume of profit and realization of companies in the
market
- tightening of competition;
5 Increasing the number of ) - Decrease in market share;
players in the market - Reducing the profitability of companies;
- Increasing the entry barriers to the market
The increase in cost of - Increase in costs;
6 materials for the manufacture of - - Decrease in profits;
test equipment - Loss of consumer groups
- Unstable prices for test equipment and materials for their
7 Inflation rate - production;
- Difficulties in maintaining the stable demand of products;
- Increase in energy prices will lead to a rise in the cost of
8 Increase in prices for energy i production test equipment;
resources - Reducing the number of consumers;
- Reducing the company profits
Political
The stabilization of political - The entry of new consumers; _
1 e + - Realization of significant volumes of products to existing
situation
customers
> Cooperation with countries near + Expansion of foreign markets sales;
and far abroad - Increase in company profits, increasing production volumes
- Increase in the customs value of products exported to foreign
h liarity of markets, the loss of customers in foreign markets;
3 The peculiarity of customs - Increase in terms of customs clearance commodity;
1 2 3 4
- The cost of adapting to new market conditions;
4 The adoption of the Tax Code -
- Exit some players of market
5 Instability of the legal regulation - Possible problems with suppliers and customers;

of economic activity
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Table A.3. Impact factors on the instrumentation market (cont).

Scientific and technical

- Strengthening of market position;
The implementation in the

manufacturing process of hew . The opportunity to participate in hew projects;
methods of production test
equipment - Improving the image of the company on the domestic and

foreign markets

- The emergence of new groups of consumers;
The advent of new types of

devices that are more popular in + - Strengthening the position in the Ukrainian market;
the market
- Formation of positive image of the company.

- Displacement of the import manufacturers Ukrainian market;
Improving the quality of

manufactured by domestic + - Increase in volumes of product sales in the domestic market;
producers products
- Strengthening the position of national operators
Cultural and social
The emergence of a new type - Increasing the volume of equipment production.
of instrument by changing +

customer needs

Source: Documentation of enterprise
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Figure A.3. The organizational structure of management of PISC «ETM».

Source: Documentation of company.
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Table A.4. Evaluation of macro factors of PJSC «Elektrotermometriya» (cont).

The manifestation of
factor influence

The nature of the
factor influence

Assessment of the impact

Group of factors Factor . of factors on the
(change of factor, on the enterprise enterrise in boints
condition of factor) (+1, -1) P P
1 2 3 4 5
| ing the t
1.System of taxes nereasing the fax -1 2
burden
2. The level of The em.erger!ce of nev_v
. . competitors, increase in -1 2
competitive relations .
competition
3. The extent of .
Increasing of state
government support support +1 2
for the industry PP
4.' Thg general The stabilization of
. situation of the . +1 2
Economical . market conditions
national market
5. The size and rate
of change of market Limitation of growth -1 2
size
Low investment
6. Investment process attractiveness of the -1 2
country
7. The rate of bank
. Increase -1 1
interest
8. Pricing system The increase of inflation -1 3
1. Political stability in The lack of stability 1 5
the country
2. The level of .
© .eve ° There is a tendency to
regulation and state +1 2
strengthen
control
3. The state p_ol.lcy " Without sufficient
. the field of training for . +1 2
Political and legal . attention
industry
4. The impact of laws ~ The ambiguity of the 1 1
and regulatory acts law
5. Efficiency of legal Insufficiently effective 1 1

system

legal system
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Table A.4. Evaluation of macro factors of PJSC «Elektrotermometriya» (cont).

1 2 3 4 5
1.Th .
e. number of Growing +1 2
potential customers
2. The presence and An increasing of free
Social and potential amount of labor because of +1 3
demographic labor force unemployment
3. Quallfy!ng Compliance with
characteristics of ualifying performance +1 2
labor force 4 gp
1. The emergence of
technological There is a possibility +1 2
innovations
2. The share of high
technologies in Growing +1 2
production
Scientific and
technical . The increase of
3. Requirements for .
requirements for staff +1 2
staff development
development
4. Requirements for
scientific and The growth of relevant 41 5
technological level of  requirements
production
The tend t
1. Cost of energy . © tendency o -1 3
increase
Natural
2. State of ecology Unsatisfactory state of 1 1
and its Impact the environment
1. External state The uncertainty of state 1 1
vector positions
Externgl 2. Recognition of
economic Ukraine by the There are certain +1 1

international
community

developments

Source: Documentation of company, author's own elaboration.

69



Table A.5. The analysis of competitors of PIJSC «Elektrotermometriya» by the main types of products.

Type of product

Competitor (legal name, address)

Competitive advantages

Contact
thermometry

Ukraine:
PJSC «TERA», Chernigiv;

The price level corresponds to PJISC «ETM»; wide
range of products of both manufacturers.

PJSC «Termoprylad», Lviv;

Used the latest technology, put into effect the latest
electric insulating materials (Thermal Ceramics
UK), but the price level of competitor is higher in
the 20-30%.

Water counters

PJSC «Novator», Khmelnitsky;

A flexible system of discounts; high level of service;
convenient payment; price level corresponds to
PJSC «ETM».

Enterprise
«Komunarschetmash», Kharkov;

New technologies; high level of service; price level
corresponds to PJSC «ETM».

JV «Tsentner-Invest», Kyiv;

Modern equipment; the latest technology, high
level of after-sales service; the level of prices is in
50% higher.

Gas pressure
regulators, other

Ukraine:
Factory «<RADAR», Kyiv;

Used the latest technology; highly skilled
personnel; high level of service.

Machine-building plant «Vizar»,
Juliani, Kyiv region;

The wide range of products, a flexible system of
discounts.

Firm «Armavir», Kyiv;

New technologies and modern equipment; high
level of service; qualified personnel.

Enterprise «Ukrhazkom», Kyiv

A flexible system of discounts; convenient
payment; high levels warranty.

Source: (ukrstat.gov.ua).
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Table A.6. Activities profile of PJSC “Elektrotermometriya”.

Indices Points

2 3
Measures of achievement goals X
Risk level (Z — factor) X
The degree of appropriateness of the organizational structure X
The level of communications in the enterprise X
Style of management X
The level of profit
Market share X
The control of product quality X
The nomenclature of products X
Flexibility of pricing policy X
The feasibility of contracting policy X
The system of sales X
The level of service X
The system of buyers stimulation X
The degree of marketing activity X
Research and development (R & D) X
Status of logistics X
Qualification of personnel X
Motion estimation of staff X
The degree of motivation of staff X
The financial capacity of the enterprise X
Organizational culture X
Rating score of enterprises X

Source: Documentation of company, author's own elaboration.
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Figure A.4. Structure of Department of Marketing and Foreign Economic Activity.

Source: Source: Documentation of company, author's own elaboration.
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Table A.7. Analysis of prices of basic products on 02.01.2015.

Price of the enterprise

Type of product Perrﬁzroiitshee Prlctehgfecn(irenrp(reitslt:r of in % to the price of Enterprise r;:gmg)etltor (legal
P P competitor
Contact thermometry: LLC «Proyzvodstvennaya
«A — 8045 Y 2378 2616 90.9 company «Theseus», Obninsk
' ' ' (Russia)
189 8 082 PJSC «Novator»,
Water counters: 186.4 ' ' m. Khmelnitsky
«D-1,5» !
«Komunarschetmash»,
175,2 106,4 Kharkiv
Gas pressure Zhuliany machine-building
regulators: «C -10» plaljt «Viza»”, Cherry, Kyiv
336,4 347,2 96,9 region
E?S'Z%VX'TOTOW“”Q 162.6 94,7 Enterprise «Ukrhazkom>, Kyiv
' 154,0 '

Source: http: // smida.gov.ua.
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Increasing the profitability of PJSC «»Elektrometriya» in the

long run

The increase in sales
of existing products

High innovative activity (development and
implementation of new products, improving

The increase

Entering

Activation of market
research to find new or
unmet needs of consumers

of the product

in sales in new markets
existing with existing|
markets products
Increasing the | |Marketing
|_lquality research
characteristics

Reducing the

| |cost of

consumption

IActivation of
promotion

Activation of
promotion

Expansion of
sales
channels

Improving the

L_|distribution

policy

Targeted
research

Forecasting of
demand

Improving the

competitiveness of the

technology, upgrading equipment) enterprise
I I
Stimulating of Search own or borrowing Reducing the Improving the
innovative investment resources for enterprise costs competitiveness
activity of B innovation of products
employees
[
Development Reducmg the Re@ung Improvement
. and . Creation of investment] | production the financial of quality
|mp|ementayon |__Ifunds at the enterprise| costs EXPENSES | |characteristics|
of an effective
system of
rewards )
Efficient use of| | R€ducing Reducing the
Search for borrowers | [ | resources the ] consumption | |
with favorable terms unproductive prices
snendina
The
introduction of
advanced Broadening of|_|
L technologies the assortment

Figure A.5. Tree of objectives of PJSC «Elektrotermometriya.

Source: Author's own elaboration.
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Table A.8.The functions of the major subsystems of decision support system (DSS) of industrial enterprises.

Subsystems of
DSS

Functions of subsystems of DSS

Strategic
planning and
management of
the enterprise

1) formation of mission and corporate culture of the company

2) statement of corporate goals of individual projects

3) forming an economic portfolio, the choice of corporate strategy

4) definition of strategy, tactics, policies, procedures and general requirements for each project
5) strategic marketing

6) assessment of conformity of organizational structure to strategic plans

7) assessment criteria and methods for measuring of results reward system

8) the set of tasks managers, delegation of authority

9) drawing up action plans at all levels, resource allocation

10) establishing methods of coordination, communication

11) implementation of information systems for the timely evaluation of business
12) control of management process, analysis and problem solving

13) evaluation and correction of strategic plan

Management of

1) objectives and strategies of marketing

marketing 2) the procedure for compilation and content of marketing plan
3) analysis of nomenclature of enterprise
4) marketing budget
5) sales markets: a preliminary market research, working with selected option, selection of
development strategy, product strategy, sales strategy, promotion, pricing strategy, audit and
control marketing
6) supply markets
7) production

Market Analysis 1) strategic analysis

2) analysis of marketing of the company

Business 1) production plan

Planning 2) the possibility of release related products

3) production capacity

4) equipment purchased

5) ecological estimation of project

6) logistical support

7) justification scheme of logistics:

8) risks

9) the cost of production and marketing
10) the full costs of products sold

Source. Author's own elaboration.
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