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FORMULATION OF A TYPICAL DEVELOPMENT STRATEGY FOR
AGRICULTURAL ENTERPRISES (BY THE METHOD OF HOSHIN
KANRI)

IRYNA BORYSHKEVYCH

Abstract. Modern conditions of business globalization, considerable limitation of resources,
strengthening competition and acceleration of technological innovations demand from the
agricultural enterprises' ability to adapt quickly to changing conditions of the external
environment. The key to their successful product development is to ensure the most effective use
of the available resource potential. In science and practice, there is a large variety of
methodological tools that contribute to improving the functioning of economic entities. One such
tool that ensures the achievement of effective development, forming a sustainable competitive
advantage is a strategy. We are talking about a complex model that covers all processes in the
enterprise. The use of advanced methods of strategy development by managers of agricultural
enterprises is the key to its successful effective implementation and increase the competitive
advantages of the enterprise in the market environment. The article analyzes the existing methods
of strategic planning which are based on various methodologies of building strategies. The
following methods are characterized: resource method, target method, extrapolation method,
interpolation method, statistical testing method, criterion method, normative method, balance
method, matrix method and strategic plan construction. The Hoshin Kanri method based on the
application of the Deming cycle and representing the concept of cyclic control is investigated based
on the studied sources. A typical strategy for the development of an agricultural enterprise in the
form of an X-matrix has been developed. This strategy is designed for 3 years and includes
strategic and tactical goals, processes and results, between which appropriate correlations are
established. Among the strategic goals that are typical for agricultural enterprises, the following
are highlighted: improving business efficiency, increasing the efficiency of sales activities,
introducing innovative technologies into production and optimizing business processes.
Accordingly, the management of agricultural enterprises can form a greater number of promising
goals, based on the needs of economic entities. The obtained results form the basis for further
studies of the mechanism of the development strategy formation and implementation in the
agricultural enterprises.
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1. INTRODUCTION

In the conditions of high market competition, uncertainty, unpredictability and quick-changing
external environment, the main task that the heads of agricultural enterprises face with is to improve
the efficiency of the enterprise with theaim of its stable and progressive development in the long term.
In addition, managers ' excessive focus on achieving short-term financial results and solving current
problems leads to insufficient funding for long-term projects and the creation of future values. In such
circumstances, it is important to have foresight, strategic thinking and relevant knowledge to create an
effective strategy for further development.

The agricultural enterprise must find new best practices to manage activities to adapt to the future
of external factors that are constantly changing. The presence of the developed strategy makes it
possible to achieve dearly defined goals, including: improve the resource availability of the enterprise,
expand partnerships, improve the management system, and grow the number of consumers, which
ultimately increases the profitability and financial independence of the enterprise.

2. RESULTS

In the conditions of dynamic economic development, it is increasingly difficult for managers of
agricultural enterprises to gain competitive advantages only through effective financial management
and a sufficient level of investment in tangible assets. The strategy is a long-term orientation of the
enterprise and directs its efforts to achieve higher performance in relation to competitors. An important
contribution to the development of methodological approaches to the formation of the enterprise
development strategy was made by such Ukrainian and foreign scientists: Chi-Lin Yang, Min-Hsien
Chiang and Chien-Wei Chen [2], Dara G. [3], Gorlachuk V.V. and Yenenkova V.V. [4],
Grabovetsky B. E. and Pityk O. V. [5], Jackson T. [6], Karpishchenko O. I, Ilyashenko K. V. and
Karpishchenko O.O. [7], Kutsyk V.I. and Chaus V.M. [8], Ridler N., Wowchuk M.,
Robinson B., Barrington K., Chopin T., Robinson S., Page F., Reid G., Szemerda M. and
Sewuster J. [9], Tinbergen J. [10] and others. However, the existing issues on the development of an
effective development strategy for agricultural enterprises using modern techniques remain open. That
is why research in this area is very relevant.

The article aims to develop a typical development strategy for an agricultural enterprise by the
Hoshin Kanri method in the form of an X-matrix, which is based on the establishment of different
strength of impact (strong, significant, weak) correlations between strategic and tactical goals, business
processes and expected results.

Modern economic conditions require the use of progressive methodological approaches to strategy
development. A formed strategy should take into account all activity areas of the enterprise, all
divisions and processes. Its development should involve employees of the enterprise, that is, use
participatory management, which will ultimately contribute to its better implementation.

Nobel laureate Jan Tinbergen, developing models of economic development, formulated some
methodological requirements for their creation, which can be taken into account in the construction of
models of agricultural systems development. One of these requirements is the availability of clearly
formulated forecasts or hypotheses based on which the model will change [10].

Amongthe methods of strategic planning, there are the following; resource method, target method,
extrapolation method, interpolative method, statistical testing method, criterion method, normative
method, balance method, matrix method and strategic plan construction.

Resource planning method consists of accounting for resources owned by the enterprise and
assessment of management market conditions. This method is mostly applied in the case of low
competition or the case of a monopolistic market position of the enterprise.

The target method of strategic planning, on the contrary, is used by enterprises in the presence of
strong competition. In such conditions, the initial moment of planning is the demand for products and
the needs of the market [8].
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The extrapolation method is to develop assumptions that the rates and proportions achieved at the
time of plan formation will remain the samein the future. This takes into account the dynamics of past
years, which is the basis for further strategic planning.

The interpolation method, on the contrary, is carried out in the opposite direction, from the final
value of the planned indicators and a certain goal with the calculation of intermediate values to the
present state of the enterprise.

The statistical testing method consists of using the actual statistical data for the previous years and
calculating on their basis the average values that form the base of the planned indicators.

The method of extrapolation, interpolation and statistical testing method are used mainly in
enterprises where the indicators of economic activity are stable [4].

According to the criterion method, the planned indicators values are determined by calculating the
influence of the most important factors that cause changes in these indicators. This method is used
when planning production efficiency.

Themost common and accurate method used for strategic planningneeds is the normative method.
According to this method, the planned indicators are calculated, taking as a basis the progressive
norms of use of resources, taking into account the changes as a result of the implementation of
organizational and technical measures in the planning period. Accordingly, the normative method
provides for the creation of a certain regulatory framework at the enterprise, based on modern market
conditions of management. Such a base is developed by the enterprises independently and is formed in
the form of the automated system of standards [8].

Thebalance sheet method of strategic planning is a set of techniques used to ensure the consistency
of interrelated indicators: planning needs and the necessary resources to meet them. This method
involves the development of balances for different resources. Its goal is to achieve a balance between
indicators [7].

The matrix method is used in the planning of multifactorial models and involves the construction of
relationships models between production indicators and departments. The main advantage of balance
and matrix methods is the prevention and elimination of imbalances, as well as the establishment of
effective proportions [4].

B. Ye. Hrabovetskyi and O. V. Pityk highlight that “the strategic plan is a system of the relevant
written documents that formalize the efforts of the entire team of the enterprise and aimed at the
organization of the implementation of strategic objectives with a description of specific goals, deadlines
and responsible persons for their implementation” [5].

Currently, different scientists and practitioners use different methodological approaches to strategic
planning. Thus, Chi-Ling Yang, Ming-Xing Chiang, Chiang-Wei Chen in their works analyzed the
impact of financial leverage on the strategic planning process using the methods of internal strategic
analysis [2].

N. Ridler, M. Vovchuk, B. Robinson, K. Barrington, T. Chopin, S. Robinson, F. Page, G. Reid, M.
Semerda, J. Sisterand S. Boyne-Travis use scenario analysis and modelling techniques to determine the
strategic development potential of enterprises in Canada [9].

Dara G. Schniederians investigated the relationship with consistent business process innovation
between SQM and supply chain performance by the causal relationship method [3].

The Hoshin Kanri method involves the development of a strategic plan. It is a key element of the
“Six Sigma” methodology, which is used in strategic management to improve the production process
and manufacture the product with the smallest deviations from the specified parameters. Such leading
world-known companies as Motorola, Toyota, General Electric and others use the Hoshin Kanri
method in their operations. This method is also known as the policy deployment method.

The Hoshin Kanri method is based on the application of the Deming Cycdle, or PDCA, and is a
concept of cydlic control. PDCA stands for “Plan-Do-Check-Act” and is a continuous process of
improving every aspect of the company. To develop a Hoshin Kanri strategy one needs four groups of
teams, namely, Hoshin team, tactical team, operational team, and execution team. The Hoshin team is
generally responsible for strategic planning. It develops and manages a long-term strategy (5 to 100
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years), a medium-term strategy (3 to 5 years), and an annual Hoshin plan (6 to 18 months). Tactical
teams, which are formed by the Hoshin team, are responsible for developing specific tactical initiatives
(for a period of 6-18 months) at functional levels: production, financial, marketing, and so forth.
Operational teams are formed by tactical teams and are responsible for operational projects (3-6
months’ duration) aimed to improve specific products and processes. Teams of executors are formed by
the operational teams and are responsible for the realization of specific projects (from 1 week to 3
months period) implemented in order to apply new tools and technologies in everyday standard work
operations (kaikaku) and short-term operations (in real-time) related to shortages, errors, failures and
other deviations arising. They are also responsible for the implementation of improvements proposed
by employees (Kaizen) [6]. The Hoshin Kanri method requires all teams to work together to achieve the
ultimate goal, which is accomplishment a long-term strategy.

The fundamental document of Hoshin Kanri method, which records all strategic, tactical,
operational objectives and the relationship between them, is the X-matrix. The main advantage of the X-
matrix is the ability to present the entire process of strategy development on a single page of A3 format.

The strategy is the main factor in the matrix, it is written to the left of the letter “X”. Here are the
main strategic objectives of the enterprise. Depending on the strategic goals, tactics are formed within
the framework of current projects and initiatives, which is written at the top of the letter “X”. Tactics
require the implementation of specific processes to improve the activities of the enterprise. Those are
placed on the X-matrix to the right of the letter “X”. With high-quality process management, you can
get the corresponding results, which are recorded in the lower part of the x-matrix. It is also necessary
to calculate the financial effect of investmentsin business processes and enter them in the column to the
right of the results. In “Team members” block fit the names of the people responsible for the
implementation of tasks. The block “Scope of responsibility/accountability” makes it possible to record
the most significant relationships between people, teams, departments, as well as partners. The blocks
that belong to the “Correlation” part of the matrix record the relationships between the most essential
factors of the entire business strategy.

The use of the A3 format according to the Hoshin Kanri method is an indicator of integrity,
conciseness and simplicity. Besides, it enables top-level managers to collaborate with lower-level
managers and directly with employees, thereby involving all people in the company in the process of
strategy development and implementation.

The main advantages of the Hoshin Kanri method are simplicity and functionality, personnel
involvement and interconnection of all levels of management.

In the conditions of dynamic state of market, globalization of the world economy, rapid pace of
scientific and technological progress, agricultural enterprises should set a goal of further development
and use such a management system that is able to ensure sustainable and most effective functioning
during the current period and form a high potential for development in the future.

Given the rapid pace of development, predictively in 5 years, agricultural enterprises should use
more progressive methods of building the strategy. This is precisely the Hoshin Kanri method. This
method is complex in its structure but very effective and representative in the strategy implementation.
For this purpose, a typical development strategy of an agricultural enterprise was developed based on
the given x-matrix template (tab. 1). This strategy is designed for 3 years and includes strategic goals,
tactical goals, processes and results.

Among the strategic goals that are typical for an agricultural enterprise, we have identified the
following;:

1) increasing business efficiency;

2) increasing the efficiency of sales;

3) introduction of innovative technologies in production;

4) business-process optimization.

Managers of agricultural enterprises can form a greater number of strategic goals based on the
needs of enterprises. According to the outlined strategic goals, tactical goals (project programs) were
formed, which are detailed according to what needs to be done.
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The tactical goals that ensure the implementation of these strategic goals include:
1) to improve the efficiency of operating and investment activities;

2) to increase productivity;

3) expand the product range;

5) improve sales efficiency (increase margins, conversions);

6) implement employee development training programs;

7) introduce innovative technologies into production;

8) to optimize business processes.

Implementation of this development strategy of the agricultural enterprise will allow achieving the following
results:

1

2

3

4

5) improvement in production efficiency;

6) increase in labour productivity;

7) reducing the cost of core business processes.

To optimize the implementation of the development strategy, correlations between strategic and tactical goals,
tactical goals and processes, strategic goals and results were presented.

Managers of agricultural enterprises are responsible for the final performance results and quantitative
indicators arising in this case [1].

To implement the developed strategy, an agricultural enterprise should create a “smart” organization
consisting of project participants who will be responsible for a certain area of work. By identifying project
participants, it will be possible to establish subordination and correlations with project programs.

)
)
)
4) expand the existing market and enter new markets;
)
)
)

increase in profitability of the enterprise, increase of organizational culture level;
increase in the amount of investment, increase of ROI;

improvement the efficiency of the equipment;

compliance with commercial quality indicators;

T T — o ~— ~—

3. CONCLUSIONS

Thearticle analyzes various methods of strategic planning based on the use of different methods of
strategy building. It is established that under the conditions of formation of high-level strategic
management at the enterprise, the implementation of the strategy will be successful and effective.
Using the Hoshin Kanri method, a typical agricultural enterprise development strategy in the form of
an x-matrix was developed. This strategy is designed for 3 years. It includes strategic and tactical goals,
processes and results, between which appropriate correlations have been established. Managers of
modern agricultural enterprises should form a new type of thinking and use progressive approaches to
the formation and implementation of enterprise strategy.
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bopnmkesnu Ipuna. PospoOka miItosoi cTpaTerii po3BUTKY CiAbCBKOTOCIIOAAPChKOIO IiAITpUEMCTBa (3a
MetogoM XocuH Kanpi). XKypnaa Ipuxapnamcoicozo yrisepcumemy imeni Bacuas Cmedanuxa, 6 (3-4) (2019),
15-21.

Cyugacni ymoBu raobazisarii 6i3Hecy, 3HauHa 0OMeXKeHiCTb pecypciB, IOCHAeHH I KOHKYpeHIIil Ta
MPUCKOPEHHs TeXHOAOTIYHMX HOBOBBeAeHb BIMaraloTh BiJ, CiAbCbKOTOCHOAaPChKUX IMiATIPUEMCTB 34aTHOCTI
HMIBUAKO HPUCTOCYBATUCS A0 MIiHAMBMX YMOB 3O0BHIIIIHBOTO cepeJOBHUINA. 3allOPYKOIO IX YCIIIITHOTO
MIPOAYKTMBHOTO PO3BUTKY € 3a0e3ledeHH: MaKCHMaaAbHO eQeKTMBHOTO BMKOPMCTaHH: HasIBHOTIO
pecypcHOro moTeHIliady. Y Haylli Ta IIpaKTHUIi iCHy€ BeaukKa KiAbKiCTh Pi3HOMAaHITHMX METOAMYHUIX
IHCTPYMEHTIB, SIKi CIIPUAIOTh TOKpPaIeHHIO PYHKITIOHYBaHHsI Cy0’€KTiB IO CII0 AaPChKOi AissabHOCTi. OgHMM i3
TaKMX IHCTpyMeHTiB, IO 3abe3redye JOCATHEHHs pe3yAbTaTMBHOIO PO3BUTKY, (POPMYIOUM CTiNiKi
KOHKYpPeHTHi Tiepeparu, € crpateris. VaeTbcst mpo cKAagHy MOJeab, sKa OXOIAIOE yci Tporiecu Ha
MiAIPpUEM CTBi. BukopucTaHHI KepiBHUKaMI CiAbChKOIOCIOAaPChKMUX MiAITPUEMCTB IIPOTPECUBHIX METOAIB
PO3po0KM cTpaterili € samopykolo ycmixy T edekTuBHOI peasizanil Ta HapOIIeHHS MiAIPUEMCTBOM
KOHKYPeHTH X ITlepeBar B pMHKOBOMY CepeJOBUIIIL. Y CTaTTi IIpOaHaAi30BaHO iCHYIOUi MeTOAM CTpaTeriyHOIo
IIJaHyBaHH:, B OCHOBI AKX AeXXUTh pi3Ha MeToAuKa oOyAoBu cTparteriii. IIlposedeHO XapaKTepuCTUKY
HaCTYIIHUX METOAiB: peCypCHUI MeTOJ, IIiAbOBUI METOJ, MeTO/ eKCTpaIloAALlil, iIHTepIIOAATUBHUI METOJ,
MPOOHO-CTATUCTMYHUII MeTOJ4, KpUTepiaabHUII MeTO4, HOPMATWBHMII MeToJ4, OaJaHCOBUII MeTOJ,
MaTpUIHII MeTo4 i 100y 40Ba cTpaTteriysoro naaxy. Ha ocHoBi ompanboBaHMX AKepea 40CAiAKeHO MeTo
Xocyn Kanpi, mo 0asyeTscs Ha 3acToCyBaHHI NUKAY JeMiHra Ta sIBAg€ COOOI0 KOHIIEIIII0 IMKAIYHOTO
ynpasaiHH:. P03p06.1eHo TMIIOBY CTpaTeriio po3BUTKY CiAbChKOIOCIIOAAPCHKOTO IMiAIIpMEMCTBA y BUTASIAL X-
MaTtpuili. JaHa cTpaTerisi po3paxoBaHa Ha 3 POKM i BKAIOYa€ CTpaTeriyHi i TaKTU4Hi IIiai, mporecu i
pe3yAabTaTi, MiX SIKMMI BCTaHOBJEHi BiAIIOBiAHI KopeasauiriHi 38 a3ku. Cepea cTpaTeriyHmX Iiigeit, 110 €
TUTIOBMMU A4S CiABCHKOTOCIIOAAPCHKUX MiATIPUEMCTB BMOKPeM AeHO HaCTyIIHi: MigBUINeHH s e(peKTUBHOCTI
6isHecy, migBuieHHsA edeKTMBHOCTI 30yTOBOI AifABHOCTI, BIIpOBaJXKeHHS iHHOBaLilIHMX TeXHOAOTIN y
BUPOOHMIITBO Ta ONITMMi3zamis OisHec-mipomeciB. BiAllOBigHO KepiBHMIITBO CiAbCBKOTOCIIOAAPCHKUX
HiAITPMEMCTB MOXKYTh popMyBaTH HiABIIy KiAbKiCTh IPCIIeKTUBH X ITijeli, BUXOATdIM i3 ToTped cy0’eKTiB
rocriogaprosanss. Otpumani pesyasTami GOPMYIOTh MIATPYHTS A4S TIOAAABIINX AOCAIAKeHb MexaHi3My
¢opmyBaHHS Ta BIIPOBaJ>KeHH CTpaTeril po3BUTKY CiAbChKOTOCIOAAPCHKUX HiAIPUEMCTB.

Karo4doBi caosa: crpaterisi, MeTos, ciabchKorocmodapcbke mignpuemctso, XocuH Kanpi,
CTpaTeriyHe I11aHyBaHHSI.


https://www.tandfonline.com/author/Ridler%2C+N
https://www.tandfonline.com/author/Wowchuk%2C+M
https://www.tandfonline.com/author/Robinson%2C+B
https://www.tandfonline.com/author/Barrington%2C+K
https://www.tandfonline.com/author/Chopin%2C+T
https://www.tandfonline.com/author/Robinson%2C+S
https://www.tandfonline.com/author/Page%2C+F
https://www.tandfonline.com/author/Reid%2C+G
https://www.tandfonline.com/author/Szemerda%2C+M
https://www.tandfonline.com/author/Sewuster%2C+J
https://www.tandfonline.com/doi/full/10.1080/13657300701202767
https://www.tandfonline.com/doi/full/10.1080/13657300701202767
https://www.tandfonline.com/toc/uaqm20/current

