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Rushan Olzhabaeva'
TRANSFORMATION OF STRATEGIC MANAGEMENT
PARADIGM UNDER CURRENT CONDITIONS
The main stages in the development of the company internal management systems are con-
sidered. Current determinants of the formation of a new paradigm of strategic management are
reviewed. The background of its adapted application in the economic conditions of Kazakhstan are
grounded.
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Pyman OmkabaeBa
TPAHCO®OPMAILIA ITAPAANTMU CTPATETTYHHOI'O
YITPABJIIHHA B CYUACHUX YMOBAX
Y cmammi pozeaanymo ocnoeni emanu pozeumky cucmem GHYMPIUHbOPIPpM06020
ynpaeainns. Busnaueno cyuacni oemepminanmu gpopmyeants HO60I napaouzmu cmpamezitHo2o
Mmenedncmenmy. O06Tpynmoeano nepedymosu it aoanmoeano20 3aCHIOCY8AHHS 6 eKOHOMIMHUX
ymosax Kazaxcmany.

Karouosi caosa: cmpamezivune ynpasninus; napaouema; mpancopmauyis.
Tab6a. 2. Puc. 1. Jlim. 15.

Pyman OkabaeBa
TPAHCO®OPMALUA ITAPAJIUT'MbI CTPATETTYECKOI'O
YITPABJIEHUA B COBPEMEHHBIX YCJIOBUAX

B cmamve paccmompenvt ocnoeénvle >3manvt pazeumus cucmem GHYMpPUDUPMEHHO020
ynpagaenusa. Onpedeaenvt cospemennvle 0emepMUHanmMvl (HOPMUPOSARUA HOBOU RaAPaouzmol
cmpamezuyueckozo menedwcmenma. O60cHO8aHbI NPeonocvLLIKU ee  aA0anmupoéaHHoO20
npumenenus ¢ sxonomuueckux ycaosusax Kasaxcmana.
Karoueevie caosa: cmpameauueckoe ynpasienue; napaouema; mpaHchopmayus.

Problem statement. The end of the XXth century was marked by the most radi-
cal transformation of management concepts for the most part of the countries of the
world. Dynamic changes in companies' environment was associated with increased
competition, rapid technological and following them structural changes, market fluc-
tuations, strengthening of the role of government and supranational organizations
demanded the rethinking of traditional planning methods in favor of strategic man-
agement.

Theoretical, methodological and applied aspects of strategic management are
the subject of recent research by many scholars, namely S. Cummings and
U. Daelenbach (2009), ER. David (2011), S. Jofre (2011), V.S. Katkala (2008),
D.D. Tkachenko (2011), Y.V. Trifonov and D.Y. Sokolov (2012), N. Ritson (2011),
S. French (2009) and many others. These papers focus on theoretical and method-
ological evolution of the dominant paradigm of strategic management with the intro-
duction of new trends and challenges in the global economic community.

In the context of sectoral specifics the research direction in the works of local
authors has been developed by Z.S. Amarbekov (2011), K.J. Daubaev (2010),
A.K. Zhankuliyev (2009), G.N. Nakipov (2008) etc. R.I. Kosmambetova (2007) con-
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siders the theory, methodology and institutional mechanisms of the national econo-
my management in the context of globalization from the standpoint of macroeco-
nomics.

It should be noted that the theoretical framework used today in strategic man-
agement is a powerful foundation for practical use and further development, but it
does not fully meet the needs and realities of Kazakhstan. In this context, the intro-
duction of advanced approaches in strategic management for sustainable develop-
ment at all levels of the domestic economy becomes topical.

The aim of this study is to examine the process of evolution of systems of com-
pany's management to identify the current determinants of the transformation of
strategic management paradigm, as well as to justify the prerequisites of its adapted
use in socioeconomic conditions of Kazakhstan.

Key research findings. Since the inception of firms as legal and economically
separate business units various problems were met by them which change and com-
plicate the conditions for developing a relevant management system. Their main goal
was to create mechanisms allowing making coordinated management decisions.

Let's consider the main stages in the genesis of company control systems being
typical for market economy.

Table 1. Genesis of Company Control Systems

Development stage | The essence of the system Basic components
1900-1950 Management based on |- Rgfenepces and instructions
control - Financial control
- Drafting of operating budgets
_ Management based on |- Capital budgeting
1930-1970 extmpolation - Target management
- Long-term planning
1950-1990 Management based on |- Strategic planning by periods
foreseeing changes - Selection of strategic positions
Mana%ement based on ;mli\éleaniggtl)nzzlttl Vel)ased on the ranking of
1960—present time flexible emergency gi¢ ob) b K sienals
decisions - Management based on weak signals
- Management in the face of unexpected events

Composed on the basis of (Ansoff, 2009; David, 2011).

1. Management based on post factum control. In the economic history this period
was characterized by clear sectoral specialization, stable and predictable growth
prospects, business functioned in the conditions of economic liberalism with the
minimum of state regulation and social control. As a consequence, the empirical evi-
dence was the sole source of information for managerial decision-making. Through
the comparative analysis of past and present events or processes firm's management
could predict future possible development scenarios. This management system was
focused primarily on operational management and was universal for companies of all
sectors and functional areas.

The main tool of company resource management was budgetary and financial
control. Financial planning consisted in annual budgeting to allocate resources, the
rational organization of production, coordination and supervision of activities of
units and the enterprise as a whole.

2. Management based on extrapolation. The mid of the twentieth century coin-
cided with the increased volatility and unpredictability of external environment,
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moreover, their pace gradually accelerate. Traditional post factum analysis didn't
allow taking into account all the underlying issues and to respond in time, negatively
affecting company's interests.

Extrapolation began to be used actively at the microlevel when projections of
possible developments are generated based on statistically emerging trends of certain
quantitative characteristics of entrepreneurial activity. On their basis long-term plans
were drawn up, defining real possibilities of firm's development, its resource con-
straints, quantitative and qualitative effects of development (David, 2011; Ritson,
2011).

3. Management based on foreseeing changes. Since changes of external nature
gradually started to gain considerable dynamism, to make considered decisions
through long-term planning was becoming increasingly difficult. This process began
to take more time and required more costly efforts and resources than ever before.

Economic prerequisites for the establishment of a new management system
were: accelerating the pace of scientific and technological progress, strengthening the
role of the service sector, product differentiation, increased attention of public to neg-
ative externalities of firms, inflation, monopolization etc. The above stated phenom-
ena complicated not only operational management, but also reduced the effective-
ness of long-term planning (Ansoff, 2009).

The basis of a new management system was strategic planning, that is the tech-
nology of management under the an unstable factors of uncertainty in time, provid-
ing the analysis of firm's internal and external competitive forces, consumers and
other factors that indirectly affect the strategy, as well as finding the ways to best use
internal forces with the glance on existing constraints.

Despite some drawbacks (for example, in the process of planning for the future
all the essential parameters of a company, set in the past, were projected), the man-
agement system based on predictions of changes became a great achievement in this
area, and marked the beginning of a new direction in management science — strate-
gic management (Cummings and Daellenbach, 2009).

4. Management based on flexible emergency solutions. The transition from strate-
gic planning to strategic management dates back to 1973, when the United States
hosted the First International Conference on Strategic Management. Preconditions
for the emergence of a new management system formed long before, in the 1960s
when the significant growth of dynamics and complexity of the firm's external envi-
ronment necessitated a rethinking of traditional approaches to management in favor
of non-standard creative solutions (Ansoff, 2009).

As one can see, the evolution of company management systems is a continuous
process of increasing their complexity as a result of the reaction to environmental
conditions, when each successive innovation complements the existing traditional set
of elements by improving and adapting it to the ever-growing level of instable and
unpredictable future. The classical paradigm of strategic management being domi-
nant nowadays is not an exception and is undergoing a transformation under the
influence of a number of determinants of micro-, mezo-, macro- and global levels
(Figure 1).

As a result of the interaction of internal and external environment of firms con-
stant improvement and upgrade of the methodology and tools of strategic manage-
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ment for this field to meet the principles of innovation, social responsibility, to ensure
the balance of interests for all stakeholders.

Microlevel:
- The need to research the market
- Focus on long-term perspective
- The need for intelligent innovative work and non-standard command decisions
- Changes in management style in favor of decentralization and organizational flexibility

Mezolevel:
- Increasing of the complexity of the barriers to entry the industry
- The shift in focus from sectoral competition in favor of partnership on the basis of
cross-industry projects

Macrolevel:
\ - High level of instability and unpredictability of institutional environment
- Rapid change in consumer preferences
- Stricter demands of the society to transparency and social security of business

Global Level:
- The leading role of information and IT
- The increasing complexity and strengthening of the processes of integration and
cooperation
[~ The gradual disappearance of the subject-object division and differentiation of the
world economy
- Harmonization of national legislation and the creation of the global legal framework
- Increasing of global risks and threats

DETERMINANTS OF THE DEVELOPMENT
OF STRATEGIC MANAGEMENT PARADIGMS

Figure 1. Determinants Transforming Strategic Management Paradigm
under the Contemporary Environment, composed by the author

It is important to remember that the conceptual foundations for strategic man-
agement being effective at stable functioning of industrialized countries are not
acceptable for use without prior adaptation in the countries of the former Soviet
Union, Kazakhstan including.

As the data of the official statistics for the past 5 years shows, the unstable situa-
tion in the field of financial and economic activities in Kazakhstan is observed
(Table 2).

Table 2. Dynamics in Financial and Economic Activity
of the Enterprises of Kazakhstan
Years
2008 2009 2010 2011 2012
The growth roate of profit (loss) before taxes, 476 189.0 136.4 111 1036
% to previous year
Number of enterprises incurred lossdes, units 1903 2203 2014 1971 2238
Unit weight of enterprises incurred losses,
% to ﬁle total HUIII)leI‘ of enterprises 374 423 37.4 339 374
The amount of loss, mln KZT 579169 | 1032354 | 643786 | 691187 | 938928
Financial data for businesses (Agency on Statistics the Republic of Kazakhstan).
¥ preliminary data.

Indicator

Over the period 2009—2012 a slowdown in the positive dynamics of financial
results took place: in 2012 the rate of profit growth was 3.6%, which is 3 times less
than in 2011, 10 times less than in 2010, 25 times less than in 2009. A significant pro-
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portion of loss-makers (37.7% on average) still remains. Their number increased in
2012 and amounted to 2238 units, which is 13% more than in 2011. The total loss
amounted to 938,928 min KZT (Agency on Statistics the Republic of Kazakhstan).
As one can see, the business sector of Kazakhstan entered the development stage
when the absence of a strategy, and this prevents not only from current activities, but
also makes its further development virtually impossible. Therefore, the issues related
to establishing the conditions for successful implementation of modern principles
and techniques of strategic management by domestic enterprises become particular-
ly topical. The need to develop new systems, methods and approaches in manage-
ment is also provoked by the active processes of integration of financial and industri-
al capital and by the inclusion of Kazakhstan into the global economic community.
Conclusions. Transformation of management paradigm is a continuous evolution
process, which current phase is influenced by a number of determinants of different
levels. Following the generally accepted principles of strategic management and imple-
mentation of best practices in this field is a prerequisite of Kazakhstan's integration into
the global economic space. The theoretical and methodological issues of developing
the mechanism of strategic management of Kazakh companies in various industrial
branches to become acceptable to the national context require further elaboration.
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