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STRATEGIC MANAGEMENT OF LIGHT INDUSTRY ENTERPRISES
(LEATHER ENTERPRISES CASE STUDY)

The article considers the theoretical aspects of strategic management and determines the
essence and the features of strategic planning within enterprise management. The current trends in
light industry and its leather subsector in Ukraine were analyzed. The potential and the develop-
ment prospects of leather industry in Ukraine are revealed.

Keywords: strategic management; light industry; leather enterprise.

Jlinig E. Kacban, Banepiii B. Byrac

CTPATET'TYHHE YITPABJITHHA ITIAITPUEMCTBAMMU JIET'KOI
IMPOMMUMCJIOBOCTI (HA ITPUKJIAJAI INKIPAHUX ITIIITPUEMCTB)

Y cmammi pozeasanymo meopemuvni acnexmu cmpameiuHo20 YNpaeAiHHA, GU3HAYEHO
cymHuicny i 0c06au6ocmi CmpamezitHo20 NAGHYBAHHS 6 MeNCax YNPasAiHHA NiOnpueMcmeamu.
Ilpoanaaizoeano cynacni menoenuii po3eumky nionpuemcme aezkoi npomuciogocmi Yxpainu ma
wKipsnux nionpuemcme 3okpema. Buseieno nomenuias ma nepcnexmueu po3eumky WKipsaHol
npomucaogocmi Yipainu.
Karouosi caosa: cmpameziune ynpaeninus, n1ecka npomMucio8icms, WKIpsHe niONPpUEMCME0.
Puc. 3. Jlim. 19.

JInmug E. Kacban, Banepnii B. Byrac
CTPATETMYECKOE YIIPABJIEHUE ITPEAITPUATUSMU
JIETKOU ITPOMBIINIIEHHOCTHA (HA IIPUMEPE
KO2KEBEHHBIX ITPEAIIPUATHUN)

B cmampve paccmompernsl meopemuvecKue adcneKnisvl cmpameuvecKo2o ynpaeienus, onpe-
denena cyugHocmos u 0COOCHHOCMU CIPAMe2UMeCcK020 NAAHUPOBAHUS 6 PAMKAX YNPAGACHUS nped-
npuamusamu. Ilpoanaiuzuposanvt coepemenHvle MEHOCHUUU DPA3GUMUA NPEONPUAMUL 1€2KOol
npombslutieHHocmu .Vletlllel U KOJCEeB6EHHbIX npe&npuﬂmuti 6 uacmuocmu. Boisaeaennt nomenuu-
ana u nepcneKkmuesl paseumusl KO0JCe8eHHOIl npombslulieHHOCMuU .VICpallel.

Karoueevie caosa: cmpameeu4ecKoe ynpaenenue, neekds npomMoului1eHHOCHb, KOMWCe6eHHOe npea—
npusamue.

Problem setting. Production is characterized by far not complete application of
management factors that are to provide its increasing efficiency, improved structure,
introduction of new technology and advanced production management methods.
Under these conditions it is necessary to search for new approaches to financial
recovery and industrial development.

One of such approaches is business strategic management. At the heart of strate-
gic management is the strategy of industrial production development, that is respon-
sible for long-term contributing to adaptation to market realities in order to respond
to changes in both internal and external environment. That is why introduction of
strategic management is one of the key tasks and preconditions necessary to ensure
the effectiveness of industrial production.

Among industrial economic activities that facilitate the production of consumer
goods, the light industry takes the leading position; its production capacity includes
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17 types of economic activity, more than 10,000 companies and organizations (The
concept of the State program of light industry.., Resolution of the Cabinet of
Ministers of Ukraine of 27.12.2006 # 673-p). In terms of social reorientation of the
economy, this kind of economic activity plays the leading role in the improvement of
people’s lives. To improve the functioning of the light industry, to ensure its sustain-
able development and prevent production recession, enterprises management should
accumulate and apply best international experience in strategic management.

Latest research and publications analysis. Over the last 40 years, a great number
of special investigations and monographs abroad were dedicated to theoretical and
practical aspects of strategic management. The following scientists have made great
contribution to the formation and development of this branch of management sci-
ence: 1. Ansoff (1989), H. Mintzberg and A. McHugh (1985), A. Thompson and
J. Strickland (1998). They in particular made a lot of efforts to identify and formulate
the fundamental features of strategic business management.

Among domestic scientists who contributed to the theoretical research on me-
thods and models of strategic management, we would like to mention the following:
0.Ye. Kononova (2013), S.A. Popov (2010), L.M. Romaniuk (2009), Z.S. Shershne-
va and S.V. Oborska (2004), V.S. Simonova (2010), O.S. Vihanskyi (2007), T.M. Yan-
kovets (2009).

Despite the large number of scientific achievements in theory and practice of
strategic management, there are still some issues that remain under ongoing discus-
sion and in scientific elaboration.

The goal of this article is to explore the nature and the features of strategic mana-
gement. We aim to analyze the current trends in the light industry and at leather
enterprises of Ukraine specifically, and to justify the need for leading strategic mana-
gement experience application in order to ensure the competitiveness of domestic
enterprises.

Key research findings. For a long time people have been studying and analyzing
the phenomena of strategies and tools to solve problems, because they wanted to
know what to do tomorrow, the day after tomorrow, in the long term, manage
processes occurring at enterprises and around them. To solve this problem, the theo-
ry and the practice of management have created strategic management (theory — the
concept of strategic management as such, practice — different patterns of strategic
management systems).

Strategy is a specific management plan of actions aimed to achieve the set of
goals. It defines how organization will operate and evolve, and what business, com-
petitive and functional actions will be taken to ensure the desired state of affairs.

Strategy is often related to a position at markets, with measures to strengthen this
competitive position and increase market share, to fight for new markets etc. in a
broader definition, strategy is a specific position of a company in the environment
defined by concrete indices; it is a peculiar point of view on internal and external
environments and an attempt to find ways to adapt effectively to external factors
which are uncontrollable for an enterprise as well as the implementation of necessary
changes to the internal environment elements and their combinations.

Strategy is considered as a model, which an enterprise aspires to derive. Mostly,
a prosperous company is taken as a sample, its positive aspects are analyzed and its
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experience is adopted. For instant, such an approach was once used by Japanese com-
pany "Komatsu Ltd" which studied the activity of American company "Caterpillar”.
"Caterpillar" then occupied 60—70% of the world market of agricultural, transport,
construction and other machinery. Today "Komatsu Ltd" is the main competitor of its
"sample" driving it out of the markets (CATERPILLAR/BUCYRUS, Case No
COMP/M.6097, ec.europa.cu).

There are many types of strategies used by enterprises in planning nowadays.
World experience in strategic planning gives us the possibility to identify two strate-
gies: Strategy of American companies based on a differentiated approach to assessing
products characteristics, satisfying consumers and providing prime cost of produc-
tion; Japanese business strategy based on profit from invested capital and establish-
ment of enterprise employees union.

Economic situation in Ukraine makes us use new methods in planning and
analysis for enterprises management. New management system that combines tacti-
cal and operational management and a new element — strategic management.

In general, during the implementation of a development strategy there can be a
lot of problems in terms of the nature of changes and their impact on production and
economic activity. To avoid these types of problems one need to follow the following
principles:

1. The principle of feedback between the stages of strategy development and of
its implementation. Thus, the result of a chosen strategy will depend on methodolog-
ical approach used during strategy formation.

2. Integration of developed strategies according to structural units and areas of
activities in which it is supposed to be implemented. Thus, between enterprise poten-
tial and the chosen strategy there should be a state of dynamic equilibrium, not the
acceptability of one by another.

3. Availability of accurate and timely information for the problems to be resolved
while achieving strategic priorities.

Implementation of any strategy anticipates certain tactical decisions in relative-
ly short periods of time. Therefore, strategies creation must be supported by tactical
planning which ensures consistent implementation of strategic objectives.

Today, the results of industrial subjects activity depend largely on the use of effec-
tive market mechanisms of management and business development. However, the
prolonged crisis, poor material and technical base of production make it impossible
to fully improve both macro- and microindicators and increase competitiveness of
products at both domestic and foreign markets.

Light industry, which products are aimed at qualitative satisfaction of con-
sumer’s individual needs is an essential and necessary segment of the industrial com-
plex of Ukraine; it is one of the indicators of population welfare and it provides sig-
nificant revenues. The economic status of the light industry affects national economy
overall and the to some extent country's place in the world economy. For efficient
activity of enterprises in the competitive environment it is necessary to form organi-
zational and economic mechanism based on the systematic study of the market and
consumer needs. This requires a detailed analysis of strategic management of enter-
prises, adapted to the problems of economic development of Ukraine, its transfor-
mation in accordance with market principles and forming of strategic views on enter-
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prises’ improvement that would correspond to business environment of the industri-
al complex.

In recent years, the light industry of Ukraine faced a number of problems which
led to steady deterioration of its activities. The main reasons were financial crisis,
inequality in the tax system, the existence of the so-called "gray" imports, which along
with reduced competitiveness of domestic products and consumer demand for them
resulted in some devastating consequences.

According to the State Statistics Service of Ukraine, in 2014 the light industry
reduced its rates to1.4%, while in 2013 its decline was 5.9%, which could be consi-
dered as a positive trend. However, if we look at the light industry in a crosscut, we
can see that not all types of economic activity in it are equally responsive to econo-
mic situation in the country. Thus, the textile industry and clothes production had a
growth for 3.9% and 2.0% respectively in 2014. Although it had negative indices
(reduce to 6.6% and 4.8% respectively) in 2013. Tanning hides and leather decora-
tion; production of travel goods, handbags, saddlery products; chaffing and dyeing of
fur grew by 13.2% in 2013, and in 2014 — declined by 18.6%. Only weaving and shoes
production had a steady downward trend in the recent years (Indices for industrial
output..., ukrstat.org). There is a general impression about a decrease in the light
industry. The main reason for these changes is an increase in specific military needs
at domestic market.

Leather industry is the most important type of economic activity in the light
industry after textile. This is a very old type of economic activity in Ukraine. Leather
enterprises are located mostly in Kharkiv, Kyiv, Lviv, Vasylkiv (Kyiv region),
Berdychiv, Mykolayiv. Imitation leather is also produced in Kyiv, Ternopil,
Zaporizhzhya, Lutsk, leatherette — in Odesa.

There are about 150 small and large leather enterprises of different ownership
forms in Ukraine. By regions, they are concentrated mostly in: Kyiv and Kyiv region
— 31 companies, Lviv region — 21, Mykolaiv region — 17, Kharkiv region — 14,
Ivano-Frankivsk region — 10 companies. In other regions the number of leather
enterprises is less than 10 or none (Directory of economic activity. Production of
leather, b2btoday.com.ua).

Total annual production capacity of the leather for the past 6 years ranged from
2,500 to 4,000 sq. meters (Manufacture and sale of distinct type..., ukrstat.org).
leather manufacture in Ukraine is export-oriented, mostly on such countries as
Belarus, China, France, India, Italy, Poland and Russia.

Production of textile, cloths, leather, leather goods and other materials as com-
pared to the entire industry occupies 0.7—0.8% of the sales for the analyzed period
(Figures 1-2).

"Chinbar" PJSC, "Leather Company "Svitanok™ PJSC, "TOMIG" LLC and
Company with foreign investment "Spillover" LLC are the leaders at the market of
leather goods both in the region and in Ukraine.

The market in which the analyzed companies operate nowadays is in the state of
recession. This situation is the result of the economic crisis during 2009—2010, poli-
tical and economic situation and military operations in Ukraine during 2013—2015,
which led to the decrease of customer’s solvency and, consequently, to the decrease
of demand for leather and leather products both at external and internal markets.
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Another factor that greatly affects the decrease of demand for products of domestic
production is continuous strengthening of importers’ position in Ukraine. In partic-
ular, the main importer of leather products is China, its import volumes are 69% of
the total in money terms.
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Figure 2. Production of textile, cloths, leather, leather goods
and other materials volume in 2010-2014, min UAH,
authors’ construction, state statistics data (ukrstat.org)
140000
—&— Import —#— Export
120000 - —

80000 \

60000 T T T T

2010 2011 2012 2013 January-
September,
2014

Figure 3. Hides and leather goods import and export duting 2010-2014,
ths USD, authors’ construction, state statistics data (ukrstat.org)
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Figure 3 shows that the export of hides and leather goods is continuously reduc-
ing. In 2010 and 2011 the export exceeded import by 50,139,000 USD and
11,988,000 USD respectively. However, in 2012 the number of imported goods
exceeded exports by 11,966,000 USD and the trend continues.

The presented information shows that Ukrainian light industry enterprises have
sufficient capacity to increase output, but they are unable to compete with foreign
manufacturers that have definitely better financial and investment base, are using
advanced equipment and new technologies. All these advantages become particular-
ly apparent in standard, undifferentiated goods such as clothing, shoes and the like.

The problem of domestic enterprises adaptation to changing environment is
mostly about insufficient training for managers, most of them have no serious practi-
cal experience in strategic management and organizational change. The introduction
of Western models and technologies of strategic management within domestic econ-
omy somehow fills this gap, however, it is accompanied by a number of negative
moments including:

- mechanic copying of other countries practices;

- transferring of entirely unsuitable for local conditions, methods and
approaches;

- using not the best foreign management practices (often in a rather twisted
form), neglecting the developed countries positive experience;

- implementing own but incorrect management methods.

The introduction of foreign experience, concepts and mechanisms of strategic
management can be highly effective only if it is really progressive experience which is
used in compliance with the conditions of a particular company. In addition, strate-
gic management systems (approaches, methods, computer programs) should be suf-
ficiently flexible to adapt to sudden changes in external environment. So we should
keep in mind that many companies are in transition period, and highly dynamic eco-
nomic environment, in which they are operating, significantly complicates the
process of making strategic decisions.

Conclusions. In order to be successful in competitive struggle, domestic enter-
prises of the light industry should choose a development strategy, based on the priori-
ty of active behavior of an organization relatively to dynamic environment. Obviously,
the right choice of a strategy for a company depends on many external and internal
factors. However, combination of a chosen strategy with effective mechanism of its
implementation will ensure competitive market position and overall sustainable
development of the light industry in Ukraine.
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