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ESSENCE AND BASIC STAGES OF THE
CONSTRUCTION COMPANY STRATEGIC

MANAGEMENT

Jlocnioacerno meopemuxo-memoooi0ziuni NOJOHCEHHS Ma NPAKMUYHI acneKmu 301UCHEHHS NPouecy
cmpameziun0z0 Ynpasiinis Oyodiseivro Komnanicio. Busueno cymuicmv nousmms <cmpameziuie
YNPAsinms> Ma 6U3HAUEHI OCHOBHI emani Cmpameziuinozo ynpasiinis 6yoieesvHum nionpucmMcmeom.
Cmpameziune ynpaeninus s6ase co601o no cymi 00ny 3 QYHKYIi ynpaeiinus, Ska 3600umvcs 00 6u6Opy
0CHOBHUX Yinell distnvrocmi 6YdisenvHOT KOMNANTT Ma WAAXI8 ix 00CsAZHeHHSL.

Kmouosi cnosa: cmpameziune ynpaesiinis, ananis cepedosuwa, subip cmpamezii, GUKOHAHHS CMPA-

mezii, 6ydieenviie NiONPUEMCME0.

1. Introduction

Today, there is no doubt that a good performance achieves
continuous improvement in only those organizations, where
every employee gives his best achievement priority to
corporate goals and business strategy.

Strategy, in the most general terms, is an action plan
to achieve those objectives. Strategic management is an
ongoing, dynamic and sequential process, by which organi-
zation adapts in time to the external environment changes
and effectively utilizes its existing potential.

Now it becomes more and more obvious that the main
feature of the construction company management under
market conditions is their long-term outlook orientation,
that is, management of fundamental researches, diversifica-
tion of operations, innovative activities and maximal use
of creative efforts of the personnel. The experience of the
advanced nations shows that the effective solution of all
the above-listed tasks is impossible without the strategic
management.

2. The ohject of research
and its technological audit

In order to effectively form of the strategic management
essence the term «strategic management» in the theory and
practice of the management was conducted, which allowed
to designate the boundary between the current and medium-
dated management at the level of production and the ma-
nagement at the highest level, as well as to take into account
changes in surroundings and the dynamics of the transforma-
tion of economic relations in the competitive environment.

3. The aim and ohjectives of research

The aim of the article is examination of the words and
terms making up its title and presents them in a way in-
tended to make them useful tools for those charged with
related duties.

Based on the foregoing, one can formulate the task
of the investigation, which is:

1. To clarify the essence of the construction company
strategic management.

2. To disclose the basic stages of the construction com-
pany strategic management.

4. Research of existing solutions
of the prohlem

The development of theoretical, methodological and
practical matters related to the formation and implementa-
tion of the production company strategic management was
reflected in the works of the following scientists [1—19].

Author of Strategy and Structure [20], the classic study
of the relationship between an organization’s structure
and its strategy, defined strategy as «the determination of
the basic long-term goals and objectives of an enterprise,
and the adoption of courses of action and the allocation
of resources for carrying out these goals».

Author of Planning and Control Systems [21], one of
the books that laid the foundation for strategic planning,
didn’t give his own definition of strategy. Instead, he used
one presented in an unpublished paper by Harvard colleague
Kenneth R. Andrews: «the pattern of objectives, purposes or
goals and major policies and plans for achieving these goals
stated in such way as to define what business the company
is or is to be in and the kind of company it is or is to be».

A co-founder of the California Management Review, and
author of the 1979 «bible», Strategic Planning [22]: What
Every Manager Must Know, observed that there was little
agreement on terms or definitions and confined his discus-
sion of the definition of strategy to a lengthy footnote. But,
nowhere does he define strategy in straightforward terms.

Another Harvard professor [23] became well known with
the publication of his 1980 book, Competitive Strategy.
Porter defined competitive strategy as «a broad formula for
how a business is going to compete, what its goals should
be, and what policies will be needed to carry out those
goals». In contrast with Andrews’ definition, Porter’s is much
narrower, focusing as it does on the basis of competition.

In 1994, [13], an iconoclastic professor of management
at McGill University, took the entire strategic planning
establishment to task in his book, The Rise and Fall of
Strategic Planning. In effect, Mintzberg declared strategy
did indeed have several meanings, all of which were useful.
He indicated that strategy is a plan, a pattern, a position,
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a perspective and, in a footnote, he indicated that it can
also be a ploy, a maneuver intended to outwit a competitor.

5. Methods of research

The following methods were used to solve the tasks:
analysis and synthesis, logical generalization, analogies,
comparative comparison, monographic and graph-analytical
methods.

6. Research results

The introduction of the term «strategic management»
to the theory and practice of the management has al-
lowed to designate the boundary between the current and
medium-dated management at the level of production and
the management at the highest level, as well as to take
into account changes in surroundings and the dynamics
of the transformation of economic relations in the com-
petitive environment.

The leading idea, which reflects the need to use, along
with the tactical and operational management, the ideology
of the strategic management, was the idea of the need to
transfer the focus of the attention of the company senior
management from internal problems that can be coped with
by the middle management to the problems of the external
environment, that is, to those problems, which can carry
either additional possibilities, or additional threats in the
future. The reason for this transfer was the desire of the
senior management to be able to timely and adequately
respond to possible changes in the external environment
for its own benefit.

The term «strategic management» was put into use at
the turn of 60—70 years. The development of ideas of the
strategic management was reflected in the works of such
authors as [1—4, 24—27]. The leading idea that reflects the
essence of the transition from the operational management
to the strategic one is an idea of the need to transfer the
focus of the senior management’s attention to the external
environment in order to respond, in the proper and timely
manner, to changes, which take place in it [7, 24].

In the conditions of Russian and domestic reality, the
beginning of the development of the strategic manage-
ment theory refers to the later period — to the late 90-s
years [8, 16, 28].

One can indicate several constructive definitions that
were suggested by authoritative developers of the strategic
management theory. Shendel and Hatten considered it as
«the process of identifying and establishing the connection
of the construction company with its surroundings, which
consists of the implementation of selected targets and the
attempt to achieve the desired state of mutual relations with
surroundings using the allocation of resources that allow
the construction company and its divisions to effectively
and efficiently operate» [25]. According to Higgens, «the
strategic management is a management process to carry
out the mission of the construction company using the
management of its interaction with surroundings» [26];
Pierce and Robinson define the strategic management
«as a set of decisions and actions for the formulation
and implementation of strategies developed to achieve the
targets of the organization» [27].

In the understanding of Russian and domestic scientists,
«the strategic management is a management of the com-

pany, which relies on the human potential as a basis of the
organization, orients production activities to needs of consu-
mers, flexibly responds and makes in the organization timely
changes that meet challenges on the part of surroundings
and allow to achieve competitive benefits, cumulatively
enabling the company to survive on the long-term horizon,
while achieving its targets». In other words, the strategic
management is a management that, relying on the human
potential and orienting its activities to consumers’ needs,
allows the organization to survive in the long run.

In this case, the strategic management can be con-
sidered as a dynamic set of five interrelated management
processes [7, 8]. These processes logically emerge (or follow)
from one another. However, there is a stable feedback and,
accordingly, the reverse effect of each process on other
ones and on their entire set. This is the important feature
of the strategic management structure. The stages of the
strategic management are schematically illustrated in Fig. 1.

I stage
Analysis of environment

II stage
Determination of targets

I1I stage
Strategy selection

IV stage
Strategy implementation

V stage
Assessment and control over
implementation

Fig. 1. Stages of the strategic management

One of the key roles of any management is keeping
a balance of the construction company interaction with
the external environment.

In this case, it will be involved in the following three
processes:

— Obtainment of resources from the external environ-

ment (input);

— Conversion of resources into construction products

(production);

— Transfer of construction products received to the

external environment (output).

The management is meant to ensure the balance between
the input and output. The modern market has sharply
enhanced the value of the output process in keeping this
balance. This precisely reflects in the fact that in the stra-
tegic management structure the first stage is the analysis
of the environment.

I stage. The analysis of the environment involves
the study of three of its components: macro-environment,
immediate environment and internal environment of the
company. The analysis of the external environment (macro-
and immediate environment) is aimed at the clarification
of what the construction company can expect, if it is in
successful operation, and of what complications can await
it, if it is unable to timely prevent negative outbursts,
which can be given to it by dynamic surroundings.

The analysis of the macro-environment includes studying
the impact of the economy, legal regulation and management,
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political processes, natural environment and resources, social
and cultural components of society, scientific-technical and
technological development of society, infrastructure, etc.

The immediate environment is analyzed according to
the following main components: customers and buyers,
suppliers, competitors, labor market.

The analysis of the internal environment unveils the
possibilities and potential, which can be expected by the
construction company in the competitive struggle while
achieving its targets. The analysis of the internal environ-
ment also allows to better understand the targets of the
company and to more precisely formulate the task, that is,
to determine the content and directions of the construction
company activities. It is extremely important to always re-
member that the company not only manufactures products
for surroundings, but also enables its members to exist,
giving the work to them and opportunities to participate in
profits, as well as providing them with social guarantees, etc.

The internal environment is analyzed in the following
areas:

— human resources of the construction company, their

potential, qualification, interests;

— management organization;

— production, which includes organizational, opera-

tional, technical and process characteristics, as well

as scientific researches and developments;

— finances of the construction company;

— marketing;

— organizational culture.

IT stage. The determination of tasks and targets of
the construction company, which is considered as one of
the stages of the strategic management, usually consists
of three sub-stages, each requiring a large and exclusively
responsible work. The first sub-stage is setting a task of
the construction company, which expresses, in the concent-
rated form, the essence of existence of the construction
company and its purpose. This task gives originality to
the construction company and fills the work of people
with a special content.

Then, after setting of tasks, there is a sub-stage —
determination of long-term targets. And this part of the
strategic management ends with the sub-stage of break-
down of long-term targets into sub-targets and with the
establishment of short-term targets. Setting of tasks and
forming of targets of the construction company lead to
that it is clear, for what the company functions and for
what it strives.

IIT stage. The strategy is selected after the tasks
are set and the targets are determined. At this stage,
the decision is made on how and by what means the
construction company will strive for the achievement of
the targets. The process of the strategy development is
rightfully deemed the core of the strategic management. It
should be borne in mind that the strategy determination
is not a preparation of a plan of actions. The strategy
determination is a process of making decision on what
to do with each particular area of activities, how and
in what direction to develop, what place to occupy on
the market, etc.

IV stage. The implementation of the strategy lies in
the fact that it is not a process of its realization, but
only creates a platform for the realization of the strategy
and achievement of the set targets by the construction
company. There are very often cases when construction

companies are found not to be able to implement the
selected strategy. This is usually connected with the fact
that either they have made the wrong analysis and incor-
rect conclusions, or unforeseen changes occurred in the
external environment. However, the strategy is often not
implemented, because the management cannot properly
involve the potential available in the construction company
for the implementation of the strategy. This is especially
pertained to the use of the human potential.

The main task of the strategy implementation stage
is creation of necessary preconditions for the successful
realization of the strategy. Therefore, the strategy imple-
mentation comes down to effecting strategic changes in
the company that transfer it to the state, in which the
organization is ready to implement the strategy in life.

If unforeseen changes arise, in surroundings of the
construction company there is the stage of adaptation of
the selected strategy by changing its local sub-targets,
being set with consideration of the strategic targets and
changes that have occurred in the environment.

V stage. The assessment and control over the strategy
implementation are the logical final stage being carried out
in the strategic management. This stage ensures the stable
feedback between the process of achieving the targets and
targets themselves that face the construction company.

The main tasks being solved in the process of control
over the progress of the strategy implementation can in-
clude the following:

— definition of what and by what to check the indi-

cators;

— assessment of the state of the controlled object in

accordance with the accepted standards, regulations

or other benchmarking indicators;

— clarification of reasons for deviations, if such are

disclosed as a result of the taken assessment;

— adjustment, if necessary and possible.

In case of control over the strategy implementation,
these tasks acquire the well-defined specifics conditioned
by the fact that the strategic control is aimed at the
clarification of how far the strategy realization leads to
the achievement of the construction company targets. It
essentially distinguishes the strategic control from the
management or operational control, as it is not interested
in the accuracy of the strategy implementation or cor-
rectness of performing individual works, functions and
operations. The strategic control is focused on clarifying
whether it is possible to further implement the adopted
strategy in the chosen way, and whether its implementa-
tion will lead to the achievement of the set targets. The
adjustment based on results of the strategic control can
have relation to both the strategy realized and targets of
the construction company.

The strategic control also investigates, how justified is
the use of the strategic management for the development
of the contraction company in dynamic market conditions.

7. SWOT-analysis of research results

Strengths. The strong side in the conducted research
is the strategic management that can be considered as
a dynamic set of five interrelated management processes:
analysis of environment, determinations of targets, stra-
tegy selection, strategy implementation and assessment
and control over implementation.
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Weaknesses. The weak side is that the process of the
strategy development is rightfully deemed the core of the
strategic management. It should be borne in mind that
the strategy determination is not a preparation of a plan
of actions, therefore, it is necessary to give this stage the
greatest amount of time.

Opportunities. Possibilities for further research are the
strategic control of the strategic management for the de-
velopment of the contraction company in dynamic market
conditions.

Threats. Threats to the results of the research is that
on stage IV there are very often cases when construction
companies are found not to be able to implement the selected
strategy. This is usually connected with the fact that either
they have made the wrong analysis and incorrect conclusions,
or unforeseen changes occurred in the external environment.

1. The essence of strategic management is clarified: it is
the process where managers establish an organization’s
long-term direction, set the specific performance objectives,
develop strategies to achieve these objectives in the light
of all the relevant internal and external circumstances,
and undertake to execute the chosen action plans.

2. Set of five strategic management stages is identi-
fied: analysis of environment, determinations of targets,
strategy selection, strategy implementation and assessment
and control over implementation.

The strategic management is essentially one of the
management functions, which is down to selecting the
main targets of the construction company activities and
ways to achieve them. Therefore, the strategic manage-
ment becomes today more and more currently important
for domestic companies that enter into competition among
themselves and with foreign corporations.
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HCCNEAOBAHME CYIWHOCTH ¥ OCHOBHBIX 3TANOB
CTPATETHYECKOTO YNPABNEHWA CTPOMTENLHOA KOMIAHMEI

WcceaenoBanbl TEOPETUKO-METO/I0JIOTUYECKUE OJIOKEHUS 1
MIPAKTUYECKUE ACIIEKThl OCYIIECTBJIEHNUS IIPOIlecca CTPATernuecKoro
yIIpaBJICHUS CTPOUTEJILHOI KoMmaHueil. l3yuena cyuHocTs moHs-
THSI «CTPATermyecKoe yIpaBJeHne» U OIpe/e/IeHbl OCHOBHbIE 3Ta-
MBI CTPATErMYeCKOTO YIPABJICHUS CTPOUTEIBHBIM IPEANPHUATHEM.
Crparernyeckoe yrpasJeHre MpeIcTaBisier coboil o cyTu oaHy U3
yHKIMIT yIpaBieHNs1, KOTOPask CBOAUTCS K BBIGOPY OCHOBHBIX I[€JIei
JeATEJIBHOCTH CTPOMTEILHON KOMIIAHWM M IIyTEH MX JIOCTHKEHUS.

KmoueBsie cnoBa: cTpaTernyeckoe yrpasieHue, aHaIu3 Cpe/bl,
BBIGOP CTpPATEruu, BBIIOJHEHUE CTPATETHU, CTPOUTEIbHOE MPEl-
MpusTHE.
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