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Abstract

The purpose of this article is aimed at improving the conditions for the development of the business entities
strategic management in respect to the agency conflicts. The submitted article specifies a method to protect the
principal’s interests in decision-making under current management. The basis of the submitted work serves the
application of the quality management tools in the system of strategic management, as it allows to keep a
long-term orientation and considers the formation of the customer value as the basic object of management that
conforms the management paradigm from the point of the principal. The article presents possible scenarios of
large business entities development using the methods and mechanisms of the strategic management of a
business entity with the use of the quality management tools. This article is intended for managers, executives,
researchers engaged in strategic planning and development of the enterprise structures.

Keywords: strategic planning, business entities, quality management tools, agency conflict, scenario
development

1. Introduction
1.1 Background

The postindustrial socialization that is characterized by computerization of the economic space, intensifying
globalization processes and intensifying turbulence of the market environment requires the new management
tools aimed at increasing the producers’ and their products competitiveness. In this regard, it seems rational to
appeal to the quality management (Ishikawa, 1988; Crosby, 2004; Deming, 2011) tools the effectiveness of
which is confirmed by the national and foreign practices of doing business activities in terms of acquiring
long-term competitive advantages by business entities.

The analysis of the management systems within national companies shows that, despite the growing interest in
quality management methods from particular business entities, the business community shows lack of necessary
knowledge and experience in the development and implementation of the effective development strategy, which
is based on the use of quality management tools that provide control over the external environmental factors.
This is caused by the noncompliance of the general and strategic management principles with the provisions of
quality management in general and the modern concept of total quality management (Gugelev, 2007; Gorbashko,
2008; Glischev, 2009), which addresses the issues of improving the production management efficiency,
employees motivation, increase in the quality products production based on the implementation of the process
approach, internal audit of the management system, remedial and preventive actions .

1.2 Status of a Problem

This research is based on the works of leading foreign and national economists. The entrepreneurship as a
production factor is discussed in the works of Russian (Vikhanskiy, 2004; Gorfinkel, 2002; Yashin, 1994, etc.)
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and foreign (Drucker, 2008; Thompson & Formby, 1998; Schumpeter, 2007, etc.) authors.

The conceptual baseline of total quality management and its introduction into the work of industrial enterprises
is investigated in the writings of (Deming, 2011; Isikava, 1988; Krosbi, 2004, etc.).

The content and the methods of the strategy development of the business entities is discussed in the works of
(Drucker, 2008; Mintzberg, 2001; Thompson & Striklend, 2006; Webster, 2010, etc.).

The research has shown that the strategic management of traditional business entities is in the focus of scholars’
and practitioners’ attention owing to the increasing competition and high level of the external volatility of
business entities. However, the analysis of the alternative issues in terms of the company’s development strategy
content shows that the theoretical and methodological foundations of the quality management inclusive of the
strategic management principles and significant changes in the entrepreneurship content as a production factor in
the post-industrial society has not been thoroughly investigated. The objectives of the large industrial
associations are the stabilization and business solvency growth while determining the mechanisms of the strategy
development and the arrangements of the entities’ effective interaction

1.3 Problem of Investigating

The concurrence of the common and strategic management principles will provide solutions connected with the
increasing efficiency of the production management, employees motivation, increasing quality overall
production, serving stakeholders’ interest at most. In this regard it seems appropriate to apply to the quality
management tools which efficiency has already been confirmed by domestic and foreign practices. The
submitted research is determined by the necessity to form a development strategy adapted to the conditions of
uncertain external environment of a business entity, ensuring the implementation of conflicting interests of the
owners (entreprencurs) and managers including the society and state interests, the necessity in the Russian and
foreign experience in applying quality management tools in connection with the principles of strategic
management.

2. Experimental
2.1 The Objectives of the Research

Carry out development of possible scenarios of large business entities development using the methods and
mechanisms of the strategic management of a business entity with the use of the quality management tools.

2.2 Theoretical and Empirical Methods

The prime postulate is rendering entrepreneurship as a factor of production providing an alternative between
classical, neoclassical and relational contracts for the effective allocation of assets and achievement of
institutional balance. Meanwhile the business entities are treated as the members of contractual relations and at
the same time the subjects of the transactions institutional design. An attributable feature of business becomes its
ability to develop and implement institutional projects focused on the development of the society and to ensure
the achievement of institutional balance (either effective or ineffective depending on the dynamics of the
transaction expenses).

While forecasting the purposes of business entity performance in terms of quality, it is necessary to take into
account both the development trends established in the process of the organization functioning in retrospect and
the possibilities of rapid development of the business entity as a result of the strategic management processes
including the probability of their implementation owing to the principal’s priorities. For the last reason it is
advisable to take an approach based on the elements of games theory, which can be formalized as follows:

Cr; = Crokek;, where Cry —the value of the test parameter respectively in the forecast and the current period;
kex—extrapolation factor that characterizes the ultimate trend of the test parameter change;

ki—the iteration factor accounting for the potential test parameter changes, defined as follows:

ki =1+ (p(f(x)o + 2x;) — cx))

where p—the probability of making a decision supporting the principal’s interests by the employed management,
defined in terms of the agency conflicts significance, ranging from 0 to 1;

f(x;)o—the integral influence of the test parameter defining the strategic development process of a business entity
that arises as a result in the current period, rub.;

Xixi—the sum of the stimulus of the parameters changeable in the forecast period over the test parameter, rub.;

cxj—the expenses of a business structure to form the sum of the stimulus of the changeable in the forecast period
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parameters over the test parameter, rub.
2.3 The Basis of the Research

The basis of the research has become the organizations: JSC “KAMAZ”, JSC “Nizhnekamskneftekhimy», JSC
“Tatneft”, JSC “Kazan Helicopter Plant” (KHP).

3. Results
3.1 Defining the Position of the Strategic Development of the Company

The analysis of business relations development allowed to clarify the I. Schumpeter’s (Schumpeter,2007)
trajectory model of the functional structure of a business process, comprising the stage of individual
entrepreneurship, the stage of recruiting the staff and the stage of transmitting the functions of resource
allocation in terms of formation at the third stage of development in the framework of the “principal-agent”
model the contradictions between the interests of the contract parties concerning the products and processes
quality. Under the terms of neo-institutional approach, the extension of the social division of labor leads to the
contradiction between the assets amount, the property rights of which belong to the business entities (principals)
and qualitative restrictions (the ability of their efficient allocation). The resolution of this conflict implies the
necessity to contract an agency agreement as an incomplete contract, in which a part of proprietary rights is
transferred by the principal to the agent. However, if the agent is focused on improving the quality of the
products and processes and becomes the initiator of the innovation cycle, then the principal tends to continue
such a contract, which in the long run can essentially vary and take the form of a share in the ownership.

Thus, the discordant positions of the agency agreement participants constituting the essence of the corporations
in terms of quality cause differences in the development strategy of business structures, which may be focused
primarily on the implementation of the principals’ (owners), the agents’ (managers) interests or provide
congruence of the targets of their choice.

Therefore, the regulatory (evaluation) component in the essence of the products and processes quality specifies
the difference in determining its performance system and its role in the development of particular business
entities and national economy on the whole from the perspective of the business community represented by the
owners and managers.

3.2 Algorithm of Management from the Viewpoint of the Principal

In order to resolve the agency conflict arising from the strategic management of a business entity and protect the
principal’s interests in decision-making under current management it is necessary to ensure the application of the
quality management tools, as these tools allow to stick to a long-term orientation and regard the formation of
consumer values as the primary object of management, which corresponds to the management paradigm from
the point of the principal. The procedure for the this approach implementation is as follows.

1) The formation of the mission of a business entity. The entrepreneur should clearly realize the key goals of the
enterprise creation and formulate its strategic vision that will ensure keeping these values in focus of the hired
management while implementing the operational management processes.

2) The development of the quality policy. In terms of this stage the strategic objectives of the business structure
corresponding to its mission are formulated, a platform for creating complex evaluation indicators to realize the
mission of the business structure are formulated. Significantly, as the purpose of this document in terms of
agency conflict resolution is to provide the value-based management for the employees, laying down the policy
in the area of quality involves the use of non-quantitative aspects of improvement on account of the initial
quantitative orientation of the hired management.

3) Setting quality objectives. While setting the quality goals it is necessary to maintain their value orientation in
order to resolve the agency conflict, whereupon the ratio of material and non-material indicators describing the
business entities goals in terms of quality is recommended at the level of 80/20 to 70/30.

4) Bringing the mission, policy and quality objectives to the staff. Implementation of this stage should be carried
out within the proven quality management procedure; the owners of the business entity should participate in this
process thus ensuring their interests and priorities in economic activity as well as providing deep understanding
of the set goals in terms of quality by the employees.

The realization of this algorithm will form an accurate control system over the stated mission implementing,
policy and quality objectives; at the same time to ensure the accuracy of the implementation of strategic
management processes at all stages it is advisable to use X-maps and R-maps to assess the performance of the
goals set at the third stage of the foregoing algorithm and arrange an appropriate adjustment process if these
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instruments identify a system error.
3.3 Development Scenarios for the Development of Large Industrial Enterprises

Introduction of the considered industrial enterprises ideology “total quality” (Juran, 1992; Okrepilov, 2000;
Lapidus, 2002; Blagodarov, 2009), where the quality improvement becomes the key parameter, but not in
relation to the quality management but to strategic organizational development that provides the projection over
the consequences of any activity influencing the company thus allowing to focus on common long -term goals
achievement. The practical realization of the quality management methods implementation into the strategic
planning in corporations, allows you to set setting series of restrictions and possible extreme points which are
crucial for the development strategy.

Forecasting the results of the application of the proposed methods and the mechanisms of the strategic
management of a business entity using tools of quality management has been performed within the following
scenarios:

- a basic scenario intended to maintain the existing trends in the enterprise development;

- a negative scenario implying the intensification of the agency conflicts caused by the absence of the submitted
methods to reduce its impact;

- an optimistic scenario implying a decrease in the agency conflicts impact as a result of the submitted methods
and mechanisms of the business entities strategic management on the basis of the quality management methods.

The forecast has been conducted a t the premises of five large enterprises of the Republic of Tatarstan the
development of which is significantly influenced by the agency conflict. The example of a forecast in terms of
the return on equity is presented through the large industrial enterprises (corporations) of JSC “KAMAZ” and
JSC “Nizhnekamskneftekhim” (Fig. 1), JSC “Tatneft” and JSC “Kazan Helicopter Plant” (KHP) (Fig. 1).
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Figure 1. The return on equity of JSC “KAMAZ” and JSC “Nizhnekamskneftekhim” in scenarios for 2013-2017
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Figure 2. The return on equity of JSC “Tatneft” and JSC “Kazan Helicopter Plant” (KHP) in scenarios for
2013-2017

The results analogous to those shown in Fig. 1, Fig. 2, were received when forecasting the risk growth rates,
working efficiency and customer value growth that confirms the economic expediency of the submitted
mechanisms of the business entities strategic management on the basis of the quality management tools. In the
process of strategic management of business entities on the basis of the quality management tools a scenario
planning can reduce the negative impact of the environmental factors through their predestination.

4. Discussions

Therefore, the integration of the quality management tools into strategic management of the business entities in
real sector of economy including the agency conflicts and agency expenses provides positive dynamics of the
corporate financial and economic performance, contributes to the competitiveness in the national and foreign
market. The research has formulated the strategies of business entities development in accordance with the
organization lifecycle, a form of agency conflict manifestation, the degree of control over the turbulent
environmental factors. The most important particularity of the Total Quality Management theory is that strategic
quality planning of all the processes is carried out inseparably from general strategy plans—the performance
aimed at steady market position which can be achieved with a due regard to strategic focusing on the quality of
the end product and the management system on the whole.

5. Conclusion

The solution of the problems presupposes transition to the totally new management level that is characterized by
the strategic mode of solutions, validity, consistency and performance efficiency. The authors submit a
methodical approach to forecasting the quality achievements by the business entities, where the implementation
of the agency conflict is a significant part of the strategic management system. The performed simulation
confirms the economic expediency of the submitted mechanisms of business entities strategic management on
the basis of the quality management tools.
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