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Methods for managing the food value chain
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Abstract. The paper aims to develop the methods for managing the food value chain at the level of a region and business entities.
Methodologically, the study rests on the concept of value chains that takes into account the interests of governing bodies and is fo-
cused on creating maximum product value for consumers. The research methods are the following: in terms of management purposes
at regional level - administrative, economic, dynamic and statistical methods; at the level of business entities — a process approach,
integration-based, system-analytical and integrated methods. The authors propose a model of a system for food value chain manage-
ment that covers the meso- and micro-levels of management united by a common goal, i.e. the creation of maximum value added. The
article substantiates the elements of the methods for managing the food value chain, taking into account the ranking of widespread
management tools developed by the global management consultancy Bain & Company. The authors identify the effective methods and
tools for managing commodities, as well as production and distribution units of the value chain. We suggest a mechanism for forming
a governing body, i.e. a subject of food value chain management using the case study of Orenburg oblast. The research results can be
useful for federal and regional authorities, as well as companies’ top management engaged in all the units of the food value chain with

different industry affiliations.
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INTRODUCTION

In the context of economic globalization, constant turmoil
and economic sanctions, there arises a necessity to adopt a
brand-new approach to managing the food value chainin re-
sponse to external threats from the European Union in order
to ensure food security in Russia.

Being unique in terms of applied technologies, the forms
of production organization, material support and commod-
ity provision, the Russian food industry in conjunction with
other industries provide consumers with high-quality and af-
fordable food products. At that, the cost of the final product
is a key element of management.

The problem of effective management of the production
process and distribution of the final food product with maxi-
mum return is relevant not only for manufacturers, but also
for federal and regional authorities. The issue of effective man-
agement of the food value chain in a region is of primary im-
portance, since the level of economic developmentin aregion
directly depends on the value added created in its territory.

The purpose of the study is to develop effective methods
for managing the food value chain at the level of region and
business entities. The existing methods and models of value
chain management rest on shaky scientific foundations and
require the following objectives to be accomplished:

« to construct a management system model that recog-
nizes not only the industry specificity, but also the economic
interests of internal and external chain participants, includ-
ing end customers of foodstuffs in a particular region;

+ to determine the governing body - the subject of food
value chain management at regional level and to clarify its
managerial functions;

« to establish the referent points for authorities operating
at meso- and micro-levels;

« to justify methods and management tools that are ef-
fective in managing commodity, production and distribution
units of the value chain.

The necessity for theoretical-methodological justification
and development of the system for managing the food value
chain is due to the following reasons:

- external threats affecting the country’s food security;

+ growing competition in both domestic and foreign
food markets;

« high-tech development of food industry sectors pro-
ducing high-quality, competitive products that are not infe-
rior to foreign alternatives;

- accelerated development and modernization of agri-
culture in consequence of solid government support;

« declining importance of state regulation in addressing
food security issues.

In this respect, it is relevant to establish an effective sys-
tem for managing the food value chain at regional level,
which will allow to administer production, commodity provi-
sion and distribution in an integrated manner.

THEORETICAL FOUNDATIONS

An analysis of scientific literature reveals that the methodo-
logical issues of product value chain management have not
yet been adequately investigated. There are numerous inter-
pretations of the term “management methodology”; how-
ever, all of them are of general scientific nature and deal with
the methodological aspects of management activities exclu-
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sively at the level of business entities, regions or states, while
neglecting conceptual principles of value chain manage-
ment in terms of product of a particular industry [Gerasimov,
2016; Novikov, 2011; Mentzer, Stank, Esper, 2008].

Gerasimov [2016] notes that the central element in re-
solving complex problems in management is the methodo-
logical process aimed at choosing management methods,
studying barriers and means to overcome them, and sub-
stantiating decisions made. Identifying beneficial points of
management actions is a complicated task for the subject of
management that requires an effective management mech-
anism to be developed as an integral part of a management
system [Evseeva, 2014]. At that, a management mechanism is
a plan of actions on the object of management that ensures
the achievement of management goals.

The concept of value chain management proceeds from
the assumption that consumer is the principal focus for an
enterprise forming the basis for its activities and manage-
ment as a process of administering the sequence of inte-
grated activities and information about product flows that
is aimed at creating maximum product value for consumers
and ensuring sales efficiency for the enterprise’.

Michael Porter, Gary Gereffi, Raphael Kaplinsky and Mike
Morris are among internationally recognized experts in the
field of value chains. In their numerous works, the research-
ers address the theoretical-methodological aspects of the
analysis of value chains for gaining the competitive advan-
tages by business entities both domestically and internation-
ally in the conditions of rapid economic globalization [Porter,
Sampler, Prahalad, 2007; Porter, 1985; Gereffi, Korzeniewicz,
1994; Kaplinsky, Morris, 2002; Gereffi, Kaplinsky, 20011.

Some foreign scholars state that, in order to function ef-
fectively, the value chain requires a certain degree of “man-
agement”. However, science pays too little attention to the
methodological tools of management.

In their book The Portable MBA in Strategy [2007], Porter,
Sampler and Prahalad interpret the effective value chain
management as an improvement in:

+ management targeted at particular activities in order to
maximize use value, reduce costs and investments in assets;

+management of internal integration of activities
through, for example, enhancing product quality while re-
ducing costs incurred in the process;

» management of external integration of an individual
organization’s value chain with the chains of suppliers, cus-
tomers and other participants with a view to increasing the
product value while reducing costs.

Gereffi and Kaplinsky [2001] distinguish between three
forms of value chain management, but there is no clear con-
sensus among scholars about their existence:

+ legislation management implemented by both internal
participants and government bodies involved in the chain
through establishing certain regulations, standards and re-
quirements (for example, for suppliers);

Walue chain management. Available at: http://econom-lib.ru/3-21.
php.

« supervisory management, including control over meet-
ing the terms of supply, as well as labour, environmental and
quality standards;

- executive management that provides both internal and
external support for the chain’s participants in terms of fulfill-
ing the requirements and complying with the rules.

Further studies within the framework of control theory
performed by Gereffi [1999] identify two types of value
chains depending on their role in management - producer-
driven chains and buyer-driven chains.

Andreeva and Ermakova [2011] divide producer-driven
chains into two categories:

« chains driven by suppliers (producers) of commodities;

« chains driven by final product manufacturers.

Gereffi's findings underlie the research on the value
chains in the Russian pipe and furniture industries [Avdashe-
va, Budanov, Golikova, Yakovlev, 2005]. The Russian experts
have revealed that the controlling actors of the chain were
able to both concentrate the largest share of value added
and profit and set the proportions in which they were dis-
tributed among other participants.

According to the recent foreign studies, theorists and
practitioners are shifting their attention towards the chain
elements with higher value added that are a part of global
value chains and whose development is prioritized in the
economic policy of developed and developing countries
[Gereffi, 2014; Taglioni, Winkler, 2016; Frederick et al., 2017;
Gibbon, Ponte, 2008; Humphrey, Schmitz, 2008; Jurowetzki,
Lema, Lundvall, 2018].

The researchers at the Institute of Economics of the Ural
Branch of the Russian Academy of Sciences have proposed
a methodological approach to analyzing value chains based
not only on the identification of the controlling party, but
also on the assessment of the effect exerted by technological
development [Tatarkin, Bryantseva, Dyubanov, 2014].

In recent years, the influence of rapidly developing infor-
mation technologies on reconfiguration of the product value
chain is widely debated in scientific literature. The fast-paced
transition to a digital economy makes the concept of value
chains even more relevant and thought-provoking for the
scientific community [Dementyev, Ustyuzhanina, Evsyukov,
2018; Chulok, 2009].

Belarusian experts discuss the application of the value
chain concept in the context of crisis management of econ-
omy to ensure financial stability and competitiveness of
participating enterprises. A number of scholars believe that
value chain management stimulates changes in the links
between certain activities and forms sustainable economic
systems at the level of regions and economics sectors [Bykov,
Avdeeva, Zezyulkina, 2013; Rezkin, 2016].

Use value of an industry’s final product is created by not
one enterprise, but by a large number of business entities,
whose actions have to be skillfully coordinated. According to
the experts of the Saint-Petersburg State University, the top
level governing the process of value creation is the system of
management that embraces two components: the ideology



(mission) of a business entity and the management process,
including planning, organization, motivation and control.

As management subsystems, Yuldasheva and Yudin
[2012] distinguish between five elements forming the hu-
man, financial, innovative (technological), logistic and mar-
keting potential. They argue that the central purpose of the
management system is effective organization of business
processes (supply, manufacturing, sales and distribution,
and customer service) that provides the maximum use value,
minimum costs and an adequate price for the end consumer.

Thus, the current scientific-methodological develop-
ments in the field of product value chain management are
not rigid management tools, but more of theoretical-descrip-
tive and analytical approaches that require generalization,
systematization and adjustments for the industry specificity.

RESEARCH METHODS AND DATA

The principal purpose of food value chain management at na-
tional level is to ensure food security of the country through
accelerating import substitution in relation to agricultural
commodities, agricultural and food products. The main in-
dicators of an improvement in government programmes
aimed at supporting agriculture and the food industry are:

+ output of agricultural products and foodstuffs and in-
vestments in fixed assets;

- profitability, average monthly wage, labour productiv-
ity, number of jobs.

The indices of agricultural and food production show that
there is an emerging trend towards growing agricultural out-
put (Fig. 1). The average growth rate of food production is
104.5%, and agricultural production is 102.7%. Slow growth
in agricultural production is largely due to the influence of
natural (climatic) factors that are characteristic of horticul-
ture.

The index method applied in statistical monitoring al-
lows evaluating the growth in physical volumes of foodstuffs
production in the economic industries under examination.
Gross value added (GVA) is the most important cost indicator
utilized in the practice of management at national and re-
gional levels. GVA characterizes the efficiency and the actual
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contribution of economic industries to the creation of gross
domestic and regional products.

Table 1 provides values of GVA in agriculture and the food
industry at current and comparable prices in 2014-2018.

A comparative analysis of fixed-base and chain-linked
growth rates of GVA in agriculture and the food industry in-
dicates that the price factor exerts the dominant influence
on GVA growth throughout the entire period under consid-
eration. The values expressed at current prices confirm that
over the last five years gross value added in agriculture and
the food industry has increased by 19.2% and 24.3%, respec-
tively. At the same time, fixed-base growth rates at compara-
ble prices demonstrate a rise by only 3.9% and 5.2%, respec-
tively. Outperforming growth rates of GVA at current prices
prove that soaring prices for agricultural and food products
resulted in a 15.3% increase in gross value added in agricul-
tureand a 19.1% increase in the food industry. A rise in physi-
cal volumes of foodstuffs production in the industries under
review, confirmed by chain-linked growth rates at compara-
tive prices, provides a slight annual increase in value added,
with the exception of agricultural indicators in 2018 (see
Table 1).

To manage the food value chain effectively, it is neces-
sary to apply science-based methods (approaches) comply-
ing with the requirement of a market economy and allowing
for the processes of globalization and digitalization. The re-
search methods were selected according to the preliminary
assessment of the existing approaches to management pre-
sented in modern economic literature.

According to a system-analytical approach, used in the
present study as the main research method, the system of
food value chain management is viewed as a combination
of interrelated components based on the principles of unity
and integrity. For the purposes of managing a value chain,
management methods (approaches) are categorized into
two levels of impact. Management at the meso-level (region)
is implemented by means of administrative, economic and
dynamic methods; at the micro-level (the level of business
entities) — on the basis of the process approach, as well as
integration, system-analytical and integrated methods.
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Fig. 1. Indices of agricultural and food production in the Russian Federation in 2014-2018, %’
Puc. 1. Undekcel npouzsodcmea npodyKyuu ceslbCKo20 xo3Alicmaa u nuujesoli npomeiwsieHHocmu P® 8 2014-2018 22., %

'Database of the Federal State Statistics Service. Section “National Accounts”. Available at: http://www.gks.ru/wps/wcm/connect/rosstat_main/

rosstat/ru/statistics/accounts.
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Table 1 - GVA in agriculture and the food industry of the Russian Federation in 2014-2018
Tabnuua 1 - Banosas 006assieHHAs CMouMoCmeb, CO30dHHASA 8 CesIbCKOM X035licmae U nuwesoli npomsiwieHHocmu PO 8 2014-2018 2.

Gross value added
Current prices Comparable prices (2016)
vear Growth rate, % Growth rate, %
Total, billion rubles Total, billion rubles
Fixed base Chain-linked Fixed base Chain-linked
Agriculture
2014 2418.2 100.0 - 2849.2 100.0 -
2015 2898.7 119.9 119.9 2890.5 101.4 101.4
2016 2963.0 1225 102.2 2963.0 104.0 102.5
2017 2909.3 1203 98.2 3018.5 105.9 101.9
2018 2883.4 119.2 99.1 2959.5 103.9 98.0
Food industry
2014 1406.1 100.0 - 1572.9 100.0 -
2015 1507.0 107.2 107.2 1512.9 96.2 96.2
2016 1604.8 114.1 106.5 1604.8 102.0 106.1
2017 1642.6 116.8 1024 1610.5 102.4 100.4
2018 1747.3 1243 106.4 1655.0 105.2 102.8

Calculated by the authors using the data of the Federal State Statistics Service. Available at: http://www.gks.ru/wps/wcm/connect/

rosstat_main/rosstat/ru/statistics/accounts.

Administrative management methods are aimed at
regulating the functions, rights, duties and elements of the
system of value chain management within the regulatory
framework. Economic methods, based on economic laws, are
a necessary financial and legal regulator of the interests of
all participants in economic relations. Dynamics methods are
designed to process the available data array on the activities
of participants in the value chain through their systematiza-
tion and classification with a view to making informed mana-
gerial decisions.

The process approach in the system of value chain man-
agement is of special importance and is a relatively new tool
for initiating effective business processes (activities) that are
focused on maximization of the performance indicators of
business entities through creation of a product with high use
value.

Integration methods of management establish causal
relationships between individual elements of the system,
as well as the levels and subjects of management, and con-
centrate on enhancing the effectiveness of their interaction.
Integration processes in value chains are aimed at achieving
synergistic effects in the form of lower costs incurred in pro-
duction and distribution of a product, competitive recovery
in terms of price and quality, maximization of value for con-
sumers and profit for business structures.

Integrated methods for managing value chains at the lev-
el of business entities play a significant part, since they cover
technical, technological, economic, social and other aspects
of management. Their assessment is extremely important
for further planning and development of the participants in
value chains.

Management tools (means) aimed at effective regula-
tion of economic processes and relationships between the
participants in value chains are among the central elements

of the management system. The choice of the value chain
management tools at the organization level was based on
the findings of the global management consultancy Bain &
Company (USA).

Bain & Company’s 14th Management Tools & Trends 2013
survey conducted by Darrell Rigby and Barbara Bilodeau
[2013] made it possible to rank management tools in order of
usability and satisfaction (effectiveness). Over 1,200 execu-
tives of large companies in North and Latin America, Europe,
the Middle East and the Asia-Pacific region participated in
the survey. The respondents were asked to evaluate 25 man-
agement tools that Bain & Company believed to be the most
popular.

According to Bain & Company’s survey, the five tools used
most often were Strategic Planning, Customer Relationship
Management, Employee Engagement, Benchmarking and
Balanced Scorecards. The most effective management tools,
in respondents’ opinion, were Mission and Vision Statements,
Strategic Planning, Customer Relationship Management and
Core Competencies (Table 2).

RESULTS

Food value chains, as a new form of economic relationships,
consist of specific elements (units) that comprehensively
cover the entire product life cycle starting from commodity
procurement and production of the final product to selling
it to the end consumer (Fig. 2). It is obvious that the relation-
ship between the value chain’s units is close, since each of
its structural components creates a certain share of value
added.

The commodity units of the food value chain encom-
passing the branches of agriculture provide manufacturing
enterprises with primary commodities. Products of horticul-
ture and animal husbandry are the main raw materials for
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Table 2 — Bain & Company’s management tools ranking

Tabnuya 2 - PelimuHe uHcmpymeHmos ynpasneHus no oyeHke Bain & Company

Management tool Used most often, % Satisfaction (effectiveness)
Strategic Planning 43 3.83
Customer Relationship Management 43 3.81
Employee Engagement 43 3.67
Benchmarking 40 3.79
Balanced Scorecards 38 3.78
Core Competencies 36 3.81
Outsourcing 36 3.54
Change Management 35 3.78
Supply Chain Management 34 3.76
Mission and Vision Statements 33 3.84

Compiled by the authors based on [Rigby, Bilodeau, 2013].

COMMODITY UNITS

PRODUCTION UNITS

DISTRIBUTION UNITS

Branches of agriculture:
horticulture, animal husbandry

)

Branches of the food industry:
meat, dairies, fish, flour and cereal, bakery and pasta,
confectionary, sugar and salt, fats and oils, etc.

Wholesaling
Retail
Hospitality sector and catering

)

~NS

~NS

NS

Value added of all the units = Price, product value for the end consumer

Fig. 2. Industry affiliation of the units of the food value chain
Puc. 2. Ompacnesas npuHaonexHocme 36eHbes UeHHOCMHOU Ueno4ku
€030aHUA CMOUMOCMU NPoOyKMa nuujeéoli NpOMbIWIeHHOCMU

the production units of the value chain of the food industry
branches (meat, dairies, flour and cereal, bakery, etc.). The
final unit of the chain under discussion is the distribution
units, whose activities are aimed at distributing and supply-
ing the consumer with the final product through the whole-
sale and/or retail distribution network, the hospitality sector
and catering.

Similar to any other economic system, the food value
chain needs to be manipulated and controlled, which will
allow establishing the role and functionality of each partici-
pants in the chain.

The authors propose a model of the system of food value
chain management (Fig. 3). The model embraces the follow-
ing components: objectives and levels of management, ob-
jects and subjects of management, methods and tools. The
logic of the model suggests a gradual transition from one
component to another on the way to economic indicators
which comprehensively assess the effectiveness of the food
value chain.

The process of management is multidimensional and
cannot be limited to one single purpose. The integrated
methodological approach premised on the concept of value
chains helps align the objectives of authorities at meso- and
micro-levels.

The main objective, when performing management of
the food value chain, is to maximize value added in all units.
From the perspective of state and regional governance, the
indicated objective is completed through a series of sub-
goals.

1. The sub-goals at the meso-level are:

- creating conditions for sustainable development of the
food industry able to withstand competition from foreign
producers and ensure growth in GRP (GDP);

- ensuring food security of a region (country), import
substitution in raw material and production units. This as-
pect needs to be developed due to the fact that the Russian
Federation is rich in natural resources and, therefore, it is ex-
tremely important to actively restore and develop the coun-
try's commodity and production base;

« providing the population of the region (country) with
high-quality foods at affordable prices, including those cov-
ered in the consumer basket. This goal can be regarded as
implementation of a social function of the federal and re-
gional authorities, which is paramount for both developed
and developing nations.

2. At the micro-level, the goals of the system of food value
chain management are the following:

+ generating profit through the production of a food
product with high value added. Oftentimes, the foodstuffs
produced in the region are not delivered to end consumers
locally, but sold outside the region as a semi-finished prod-
uct with a minimum value added. For example, sunflower oil
produced in Orenburg oblast does not practically come into
the local market, but is sold to other regions as raw material
(or semi-product) for further processing and production of
branded finished products with high value added;

« introducing a food product with maximum use value
and minimum costs incurred in its production and sale. The
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The effectiveness of the system of food value chain management and its performance indicators

Fig. 3. Model of the system of food value chain management
Puc. 3. Modenb cucmemsl ynpasneHus yeHHocmHoUl yenoy4koli co30aHus cmoumocmu npodykma nuujesoli npoMblwisieHHOCMu

Meso-level (region)

Creating conditions for sustainable
development of the food industry able
to withstand competition from foreign

producers and ensure growth in GRP (GDP)

Ensuring food security of a region
(country), import substitution
in commodity and production units

Providing the population of the region
(country) with high-quality foods
at affordable prices, including those
covered in the consumer basket

NS

MAXIMIZATION OF VALUE ADDED IN ALL UNITS OF THE FOOD VALUE CHAIN

~N
>

>

~N~
>

Profit-making through the production
of a food product with high value added

Introducing a food product with maximum
use value and minimum costs incurred
in its production and sale

Enhancing the quality and competitiveness
of a food product and integrating
into global supply chains

Micro-level (business entities)

Fig. 4. Relationships between the objectives of the system of food value chain management at meso- and micro-levels
Puc. 4. B3aumocessb yesneti cucmemol ynpassieHUa YeHHOCMHOU yenoykou
€030aHuUA cmoumMocmu npodyKma nuw,egoli NPOMbIWIeHHOCMU HA Me30- U MUKPOYPOBHAX




fulfilment of this goal is attributed to scientific, technical,
technological, software and marketing development of the
food value chain units, which is impossible without the in-
troduction of scientific and technological advances and best
practices;

+ enhancing the quality and competitiveness of a food
product and integrating into global supply chains. A high
level of competitiveness of a food product capable of enter-
ing the competition with foreign manufacturers provides an
increase in value added, which, in turn, results in the growth
of the region’s economy (GRP) and the country’s economy at
large (GDP).

When it comes to the system of food value chain man-
agement, it is necessary to identify the subjects of manage-
ment, which are categorized according to the level of man-
agement (Fig. 3).

1. At the micro-level, the subject of management is the
company’s management team (executives) that directly con-
trols the process of creating a food product’s value for end

Marketing Strategy and Practice

consumers through regulation of economic relationships be-
tween all the participants in the corporate entity.

2. At the meso-level, the subject of management is a de-
partment or a working team (with limited budget funds for
its financial support). The mechanism for forming a regional
governing body as the subject of food value chain manage-
ment using the case study of Orenburg oblast is presented
in Fig. 5.

Based on an analysis of the organizational structures of
Orenburg oblast’s Ministries, we have identified departmen-
tal units that could be involved in the regional management
of the food value chain:

1) the Ministry of Agriculture, Food and Processing Indus-
try of Orenburg oblast, including the Departments for Hor-
ticulture, Animal Husbandry, Food and Processing Industry;

2) the Ministry of Finance of Orenburg oblast, including
the Department for Budget Policy in Economic Sectors;

3) the Ministry of Economic Development, Industrial Poli-
cy and Trade of Orenburg oblast, including the Office for the

Ministry of Agriculture, Food and Processing
Industry of Orenburg oblast

Ministry of Finance
of Orenburg oblast

Ministry of Economic Development,
Industrial Policy and Trade of Orenburg oblast

Department | Department | Department Department Office Department | Department
for Horticulture | for Animal for Food for Budget Policy for the Consumer| for Industrial |for Trade, Food
Husbandry |and Processing in Economic Sectors Market Development | and Services
Industry Development
N\ J \ ) \ J
Y Y Y

Functions of food value chain management implemented by the Departments of the Ministries

« Monitoring of prices for agricultural
products and food;

« interacting with processing enterprises
and grain producers;

» implementing measures to develop di-
rect relations between producers and con-
sumers of agricultural products;

« forecasting, current and long-term plan-
ning for the development of agribusiness
in the region

- Participating in the production of long-
term and short-term forecasts of the func-
tioning of the region's economy;

« working out measures, in concert with
executive bodies of Orenburg oblast, to
improve the state of settlements be-
tween business entities;

« providing information-analytical and
methodological support for the imple-
mentation of the regional budget

- Maintaining a register of strategies and
integrated programmes for the socio-
economic development of municipalities;
+ ranking the region's municipalities ac-
cording to their socio-economic develop-
ment;

« analyzing the state of entrepreneurship
and the effectiveness of the measures of
government support

\

%

Working team as the subject of food value chain management

Additional functions of the working team in managing food value chain:
- monitoring of the state of agriculture, the food industry and food trade in the region;
- implementation and control over the government programmes aimed at developing agriculture, the food and processing indus-

tries, and food markets of the region;

« creation of organizational-economic conditions for sustainable development and effective interaction between the participants
(business entities) in the food value chain in the region;
+ regulating integration processes within the food value chain and assistance in the formation of vertically integrated structures

(including clusters) in the region;

- consolidation of the data on the needs of the domestic food market and production capabilities of regional food enterprises;

- assistance in fulfilling the export potential of regional producers of agricultural commodities and food products;

- enhancing the information support for business entities acting as commodity, production and trade units of the food value chain
about the future measures and activities to be taken within food, investment, tax, pricing, credit and social policies of the region;

- formulating methodological recommendations and providing information support for the regional participants in the food value chain;
- forming the single information-statistical base that allows managing the entire food value chain in the region

Fig. 5. The mechanism for forming the regional governing body - the subject of food value chain management

(the case study of Orenburg oblast)

Puc. 5. MexaHu3m ¢hopmupoeaHus pe2uoHaAIbHO20 ynpaesiowjezo op2axd - cy6vekma ynpasneHus yeHHocmHoli yenoykol
€030aHUA cmoumocmu npodykma nuwesoli npomolwneHHocmu (Ha npumepe OpeHbypackoli o6nacmu)
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Consumer Market Development, the Department for Indus-
trial Development and the Department for Trade, Food and
Services.

The proposed version of the working team will be exist-
ing nominally due to the lack of budget funding, that is, there
is no need to set up a special department and office. An em-
ployee of each department mentioned above will be a mem-
ber of the working team while holding down their current
jobs. The full scope of the functions assigned to the working
team is given in Fig. 5.

It is noteworthy that there are no universal management
methods and tools equally effective in relation to both eco-
nomic entity and the region. In each specific situation, one or
another approach is acceptable that will help maximize all or
most of the effective indicators.

1. At the meso-level of food value chain management, the
following management methods and tools can be applied.

1.1. Administrative methods and tools are implemented
through normative legal acts, government programmes, de-
velopment strategies, quality standards, the public procure-
ment system, etc.

Normative legal acts, which regulate business entities
and their activities in the territory of the entire country or an
individual region, serve as effective regulators ensuring the
unity of actions when managing certain units of the chain.
The corresponding ministries and divisions produce a list
of regulatory documents focused on various spheres of the
food value chain’s activities.

Government programmes and regional development
strategies are worked out in order to develop commodity and
production units of the food value chain. The most significant
initiative is the State Programme for Agricultural Development
and Regulation of Agricultural Products, Commodities and
Food Markets approved by the Decree of the RF Government
of July 14,2017 no. 717 (as amended of February 2, 2019).

Quality standards are an integral part of the food pro-
duction process, since food safety is directly dependent on
their quality. Government control over the food produc-
tion process added impetus for the development of quality
management systems that ensure food safety at all stages
of production. The system of food value chain management
is founded on the principles of Hazard Analysis and Critical
Control Point (HACCP). The principles themselves are not
standards, but they serve as the basis for international and
national standards: 1SO 22000:2005 is a food safety manage-
ment system that imposes certain requirements for all busi-
ness entities operating within the chain of food production
and consumption; ISO/TS 22002-1:2009 and I1SO 22000:2005
is a prerequisite programme that specifies requirements for
food safety and controls the production process of a food
product in the Russian Federation; ISO/TS 22003:2007 is the
national standard of the food safety management system
that sets out requirements for bodies providing audit and
certification of food safety.

The government procurement system is regulated by
the Federal law no. 44-FZ “On the contract system of the

federal and municipal procurement of goods, works and
services” and the Federal law no. 223-FZ “On purchases of
goods, works and services by certain types of legal entities”
and acts as an effective tool of food value chain manage-
ment, for it encourages the development of market relations
and expands the market for selling the food product manu-
factured.

1.2. Economic methods and tools are implemented
through tax benefits to business entities, subsidies, subven-
tions, earmarked loans, soft loans, grants, special investment
contracts, socio-economic partnerships, cluster and pricing
policies.

Grants received by the units of the value chain are sub-
stantial financial support for manufacturers of agricultural
and food products. For example, within the framework of the
government program “Agricultural Development and Regu-
lation of Agricultural Products, Commodities and Food Mar-
kets in Orenburg oblast’, beginning farmers, heads of family
livestock farms and agricultural consumer cooperatives take
part in the annual competition for grants.

Special investment contracts are a specific form of inter-
action between business entities and public authorities. The
Municipal Administration and the economic entity conclude
an investment agreement that stipulates that each party
takes on mutual obligations. For example, the obligation of
the administration is to provide municipal support in the
form of benefits for the payment of local taxes or special con-
ditions for the use of land. The business entity bears the fol-
lowing responsibilities: to produce certain economic results
characterizing the effectiveness of the investment contract.

Another effective form of mutually beneficial coopera-
tion between businesses and regional authorities is a socio-
economic partnership aimed at consolidating the available
resources and fulfilling strategic goals by all the participants
in the value chain [Ermakova, Trishkina, 2011].

Cluster policy as an element of industry-specific and re-
gional policy strengthens the relationships between the
units of the value chain when implementing large-scale
projects that cannot be completed by a single company. The
clustering process in the agro-industrial complex and the
food industry plays an instrumental socio-economic role,
which implies an extensive use of production capacities, in-
creasing job numbers, boosting employee income, enhanc-
ing the efficiency of business entities and tax revenues to the
treasury [Korabeynikov, Ermakova, Sinyukov, 2013].

1.3. Dynamic methods and tools in the system of food
value chain management are implemented through building
up statistical databases, monitoring, developing guidelines,
instructions and recommendations, as well as adopting spe-
cialized management software solutions.

2. At the micro-level, food value chain management is
expedient to be implemented by means of the process ap-
proach, as well as integration, system-analytical and inte-
grated methods.

2.1. Integration methods are adopted through the use
of such management tools as integration of the partici-



pants of the value chain, creation of strategic alliances and
implementation of joint innovations.

Strategic alliances as a form of global cooperation stimu-
late the participants in various units of the value chain to em-
ploy new technology and initiate joint innovative projects.
Such cross-company interaction helps overcome borders be-
tween regions and even countries, share possible risks and
benefits with partners, timely adapt to constantly changing
business environment and withstand tough competition.

2.2. System-analytical methods incorporate such man-
agement tools as lean manufacturing and balanced score-
cards.

Failure to put their vision of the process of food value
chain management into practice and track the functioning
of its individual components is the fundamental problem
for the regional food industry which, if unresolved, makes all
other measures ineffective and useless. The balanced score-
card system can contribute the most to the solution of this
problem. Its main objective is to transform a strategy into
specific tasks and indicators and establish relationships be-
tween them which is virtually impossible to do using other
tools [Norton, Kaplan, 2010].

2.3. The process approach to food value chain manage-
ment is implemented via the following tools: reengineer-
ing of business processes and the concept of Six Sigma.
To achieve the best possible results, the resources and the
activity in which they are involved should be conceived as
a business process.

Six Sigma tools significantly contribute to ensuring food
safety and minimizing the risk of food poisoning, improving
productivity and increasing the quality of food products, as
well as reducing the production cycle time, waste and costs'.

24. Integrated methods of food value chain manage-
ment suggest applying such tools as outsourcing, strategic
planning, benchmarking and consumer ethnography.

Consumer ethnography makes it possible to expand the
market for selling the finished food product, modify the pro-
duction process and improve the management process in or-
der to guarantee the maximum compliance with the popula-
tion's needs.

The proposed model of the system of food value chain
management is incomplete without the assessment of the

'Six Sigma in the food industry. Available at: http://6sigmas.ru/
industry/promyshlennost/pishchevaya-promyshlennost.
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indicators characterizing its performance and effectiveness.
In this regard, the indicators describing the quality of food
value chain management must be determined:

« achievement of goals established by each subject of
management;

« production of a sufficient volume of high-quality
and safe food products that fully satisfy the needs of the
population;

« maximization of value added at all management levels.

The aforementioned results represent the solid basis for
further research on the development of the method for as-
sessing the performance and effectiveness of methodologi-
cal tools used in food value chain management at the meso-
and micro-levels.

CONCLUSION

The developed model of the system food value chain man-
agement allows performing effective management of com-
modity, production and distribution units at the level of both
the region and business entity.

Using an integrated methodological approach based
on the concept of value chains, the authors have discov-
ered the interconnections between the goals of governing
bodies aimed at maximizing value added at the meso- and
micro-levels. Sustainable growth in value added in all units
of the value chain not only contributes to profit-making by
commercial enterprises, but also ensures the development
of regional economic industries through an increase in gross
regional product that exerts a direct impact on the country’s
main macroeconomic indicator — gross domestic product.

A wide range of methods (approaches) and tools used in
the model of food value chain management will cover the
main spheres of management activities aimed at increasing
the product value for the end user, competitiveness, efficien-
cy and sustainability of food production development, as
well as the organization of mutually beneficial relationships
between the participants in the value chain.

The paper has proposed the methods for food value
chain management that outline the realities of market, inno-
vation and digital economy of the 21st century. These tools
are economically grounded and can be used in the manage-
ment practice of business entities and regional authorities
and serve as the basis for further development of manage-
ment theory. m
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MeToANYeCKHII HTHCTPYMEHTaPHUil ympaBJIeHUS IeII0YKOH

COSﬂaHI/IH CTOMMOCTH leO,Z[YKTa III/IIJ_IeBOI‘/’I leOMBIH_IJIEHHOCTI/I
K.A. EpmakoBa, T.B. AHppeeBa, P.C. Bugnwesa

AHHOTaumA. B cTaTbe ocBelyaeTca GOpMUPOBaHNE METOAMYECKOTO MHCTPYMEHTAPWA Kak HEOTbEMIIEMO YacTuN CUCTEMbI YPABAEHNS
LIeHHOCTHOM LienoyKoi NpoayKTa N1LLEBOI MPOMBILINIEHHOCTW Ha YPOBHE PErvioHa 1 CybbeKToB X03AMCTBOBaHMA. MeTogonornyeckoi
633011 1CCNeR0BaHUA NOCNYXKIUNN NONOXKEHUA KOHLENLWM LIENOYKI CO3aHNA CTOMMOCTY, YUUTbIBaIOLLME HTEPECHI YNIPABNAOLLMX Op-
raHOB V1 OPMEHTMPOBAHHbIE Ha CO3JaHVe MaKCManbHOW LeHHOCTW NPOAYKTa AnA noTpebutens. B uenax ynpaBneHus Ha peroHanbHoM
YPOBHE M1CMOMb30BaHbl aAMUHNUCTPATUBHbIE, SKOHOMUYECKHME, AMHAMUYECKIE U CTAaTUCTUYECKME METOfbI; Ha YPOBHE XO3ANCTBYIOLMX
Cy6bEKTOB — MPOLECCHBINA NMOAX0M, UHTErpaLMOHHbIE, CUCTEMHO-aHANMTNYECKIE, KOMMIEKCHbIE MeToAbl. Pe3ynsTatom nccnefoBaHmA
CTana npepanoXeHHas Mofenb CUCTEMbI YNPABAEHNA LIEHHOCTHON LIeNOYKO/ NPOAYKTa NMLLEBON NPOMBILNIEHHOCTY, OXBaTbiBaloLLlanA
Me30- I MUKPOYPOBHM YrpaBneHuns, 06besuHeHHbIE e HON Liefbio — CO3AaHMeM MakCMManbHON gobaBneHHon ctoumocTtn. O6ocHo-
BaHbl 31eMeHTbI METOANYECKOTO MHCTPYMEHTAPWA YNpPaBeHUsA Takol LenoyKo, B TOM YUCIIEe C YYETOM PeiTUHa NOMYAAPHbIX UHCTPY-
MEHTOB yNpaBneHns, COCTaBNEHHOr0 MeXAYHaPOAHOW KOHCANTUHroBOW KomnaHwvei Bain & Company. OnpefeneHbl MeTOfbl 11 MHCTPY-
MEHTbI YNPaBNEHYECKOro BO3AENCTBIA, CNOCo6CTBYOWME SPPEKTUBHOMY YNPaBNEHNIO CbiPbEBLIMU, NPON3BOLCTBEHHBIMIA 3BEHBAMM
LIeHHOCTHOM LIeNoyKY, a TakKe 3BeHbaMYU aucTpubyunu. NMpeactaBneH mexaHu3m GopmMMpPOoBaHMA YNPaBRAIoWEro opraHa — cybbekTa
YNpaBneHns LeHHOCTHOI LEeNOYKO NPOAYKTa MULLEBOI NPOMbILLIIEHHOCTI Ha NpuMepe OpeHOyprckoit obnactu. Pesynbtatsl Uccnego-
BaHMA MOryT 6bITb NPUMEHEHbI GpefiepanbHbIMU U PErIOHANbHBIMM YPaBAEHUYECKMM CTPYKTYPaMK, @ TAKKe MEHEIKMEHTOM Npeanpu-
ATUIA BCEX 3BEHbEB LIEHHOCTHOW LIEMOYKM, UMEIOLIMX Pa3HYH OTPaCNeBYH NPUHAANEXHOCTb.

KnioueBblie cnioBa: Lenoyka CO3[aHUA CTOMMOCTY; METOAMYECKUI UHCTPYMEHTAPWIA; CUCTEMA YNPaBNeHUs; NALEBas NPOMbILIEH-
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