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Supporting strategy for economic 
growth of regional industrial 

production

Introduction
According to the author, necessity to form and realize the strategy for 
economic growth of industrial complex in medium-term and long-
run periods is directly connected with its main objective to achieve 
the maximum possible economic eff ect within constantly changing 
innovative, economic and fi nancial conditions of the environment.      

This scientifi c paper demonstrates methodological provision based on 
the fact that the strategy for economic growth chosen by management 
entity for long-term development of local and branch components of 
industrial complex not only refl ects its objective essential vision, but 
it also points the strategic management entity at social and economic 
development  by one of the most acceptable ways.  Neutralization and 
grading of macro environment negative infl uence can be achieved by 
using the number of business measures, realized within the strategy for 
economic growth chosen by economic entity or by general economic 
activities of industrial complex in accordance with available resource 
potential balanced with the main objectives of achievable economic 
eff ect. Strategic area of supporting strategy for economic growth of 
industrial enterprise also includes the complex measures for creation 
and production of new or modifi ed types of production, services and 
diversifi cation chosen by the strategic management entity.

The paper mentions that essential environmental change is one of the 
main factors, infl uencing the choice and execution of the strategy for 
economic growth based on the complex business measures focused 
on extension of competitive advantages structure, diversifi cation of 
industrial production, demand and supply equilibrium at the goods and 
services markets, their quality improvement. In conditions of changing 
innovative environment where new technological possibilities appear, 
even justifi ed task planning cannot compensate the corresponding 
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interaction between types of activities. However, some strategic 
planning specifi c tasks may change depending on starting business 
environment of companies. Some of them have problem with synergy 
development, the others – with maintaining of economic growth rates.

According to this paper, potential possibility of following the main 
objective of the company, connected with good economic eff ects, is 
also essential for another task which is often faced by other companies 
carrying out the strategy of new acquisitions (merging) integration: this 
is a solution of problems connected with the company’s main objective, 
it determines a stable growth in the conditions of strong infl uence of 
environmental negative factors. 

In order to choose and carry out the strategy for economic growth 
of economic entity and economic business activity based on use 
of internal resources and organization of diversifi ed production, 
integration with labor, information and material and technical resources 
of external economic entities, it is necessary to analyze objective and 
real economic, social and fi nancial results of retrospective and current 
activity of research subject. It should be supported by analysis results of 
company’s resource potential eff ectiveness, of its business activity and 
of general regional business, specifying the quantitative and qualitative 
parameters of the main objective of strategic planning entity focused 
on good economic, social and fi nancial results, corresponding with the 
results of available resource potential. 

In order to determine quantitative and qualitative changes in regional 
industrial production the composition of external factors infl uencing 
social and economic development of regional business, its business 
activities of industrial complex is arranged into specifi c groups by this 
paper. These infl uence groups are represented by economic, social and 
cultural, innovative, political and legal factors.

With help of existing general tendencies in social and economic 
development, infl uencing the national economy (globalization, hyper 
competition), the author was able to estimate the degree of external 
and internal factors impact on economic growth, competitive position 
of business entities, selection of general (basic) strategy of social and 
economic development.   
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The scientifi c paper presents conceptional provisions on realization of 
the strategy for economic growth of regional industrial production due 
to proper resources and their integration with the resources of external 
market players based on connected and conglomerate diversifi cation 
within the new business mechanism which is focused on rationalization 
and harmonization of interaction of all the resource and technological 
components of strategic management system by development of 
regional social economic system, its local and branch components of 
industrial complex.    

Organizational and economic feasibility for formation and use of 
mechanism of balanced economic growth of regional industrial 
production is that elements of strategic management system of 
current activity and long-run period development should interact in 
the order and rationality corresponding to the objective established 
for regional social and economic system and its industrial complex – 
to achieve the greatest economic and social results in specifi c long-run 
period. The new rationalization and harmonization mechanism for the 
elemental interaction of the long-run economic development strategic 
management system focused on its organizational and economic, 
innovative, marketing and other measures, in its turn will help to 
achieve the planned economic results and eff ectiveness of industrial 
production.  

Diversifi cation strategy for local and regional branch component of 
industrial complex within formation of economic growth mechanism 
specifi es the selection of the most optimal ways for possible increase in 
economic result and competitive position with a perspective to create 
technologically improved and socially oriented industrial complex.

 According to this paper, particularities of the strategy for economic 
growth, realized by diversifi cation of industrial companies, lie in the fact 
that it allows to meet the market’s requirements and interests of regional 
and economic management, besides it is one of the leading movements 
in social and economic development of industrial complex. This process 
helps to the industrial companies not only to survive in current business 
conditions, but it also supports an innovative level corresponding to the 
environmental changes, liquidates gaps in the technological production 



Sonderdruck aus Hannoversches Jahrbuch               Band 7, 2014

7

phases, reduces industrial dependency on supply of component parts 
from other countries, fi nds a solution of problems connected with 
collaboration with other countries and import substitution, satisfi es the 
internal consumer goods demand.

According to the scientifi c paper, main directions and elements for 
formation of economic growth strategy implementation model, scientifi c-
technical and technological policy within business activities of industrial 
complex are represented by modifi cation and development of scientifi c, 
technological and industrial potential based on: implementation 
of national and foreign technological and information novelties; 
formation of infrastructure, introducing new industrial goods into the 
market; increase of economic interests in production diversifi cation 
for industrial companies; formation of regional information system of 
scientifi c research results and R&D; incentive programs for industrial 
companies and high-tech industry, keeping, creating and promoting 
own scientifi c-technical and production structures.  

Subject and role of strategy for economic growth of regional industrial 
complex

Necessity to form and realize the strategy for economic growth of 
industrial complex in medium-term and long-run periods is directly 
connected with its main objective to achieve the maximum possible 
economic eff ect within constantly changing innovative, economic and 
fi nancial conditions of the environment.      

Neutralization and grading of macro environment negative infl uence 
can be achieved by using the number of business measures, realized 
within the strategy for economic growth chosen by economic entity 
or by general economic activities of industrial complex in accordance 
with available resource potential balanced with the main objectives of 
achievable economic eff ect. 

The strategy for economic growth chosen by management entity for 
long-term development of local and branch components of industrial 
complex not only refl ects its objective essential vision, but it also points 
the strategic management entity at social and economic development  
by one of the most acceptable ways.  

That is why the concept of «strategy for economic growth» can be 
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understood not only as a complex of essential business, innovative, 
structural or fi nance and investment measures, helping to follow the 
management entity’s direction to support and increase the economic 
growth rates in corresponding conditions of macro- and micro-
environments, but also as an object-orienting guideline aimed to 
achieve economic results by using internal and external resources, as 
well as by combining them in integration processes.   

Thus, for example, the strategy for social and economic development 
of companies and business activities of industrial complex by using 
internal resource potential can be realized by individual and combined 
objective orientations to achieve the calculated (expected) economic 
growth.

In future time period such an objective orientation can be presented by 
a considerable increase in production of qualitative production which 
is popular in the market. Strategic direction of support for economic 
growth of industrial company is also presented by the strategic 
management entity’s complex measures of creation and production 
of new or modifi ed types of production, services and diversifi cation of 
production. 

Production diversifi cation for industrial economic entities within their 
practical activity and within economic science is one of directions for 
realization of economic growth strategy and is often considered as 
diversity, diversifi cation of production. Such a concept of industrial 
production diversifi cation is based on the fact that industrial company 
is an asset complex used for entrepreneurial activity which is focused on 
making profi t by using the assets, selling goods, carrying out works and 
rendering of services [6, 27]. Besides, there is an industrial business activity 
connected with production, commercial-trading activity – connected 
with purchase and sale and fi nance and credit activity - connected 
with currency and securities operations [31]. That is why diversifi cation 
of industrial company can be presented as a diverse development of its 
production, commercial-trading and fi nance and credit activity. 

However, the scientifi c community does not have one frame of mind on 
interpretation of concept «strategy of diversifi cations» as the company’s 
objective-orientation for economic growth.
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We think that the most frequent concepts of diversifi cation strategy of 
an industrial company, which can be found in economic literature, will 
include:

company’s changes under the infl uence of market environment, • 
competiveness and changes in economic relations [34, 40];

entering of formerly specialized companies into other branches [41, • 
43];

diversifi cation of assortment and output range [19, 24];• 
distribution of company’s production between diff erent target • 

markets [26, 64];
interindustry competition form [65];• 
business expansion beyond the scope of main activity [84];• 
any change of (increase, decrease) activities number [43, 47];• 
creation of new industries and using the existing ones for release of • 

a new product range [8, 41];
collaborative activity, acquisition or merging of enterprises [41];• 
transformation of a company into the group of procedural and • 

institutional structures manufacturing several diff erent products and 
operation in several diff erent markets [41];

one of forms of capital concentration [31];• 
simultaneous development of many unconnected with one another • 

production types within the company [66];
involving of new companies for further production processing or • 

for its support with raw-materials, as well as for direct distribution of 
own goods [3, 28];

one of basic company’s strategies focused on setup for production • 
of a new product in the market [93];

merging of several production methods within the company [68];• 
diff erent business activities of the company [41, 77];• 
redistribution of company’s resources between diff erent scopes of • 

activity in order to decrease business risk [34, 71].

These concepts of strategy for economic growth based on diversifi cation 
show only certain sides of production diversity. Thus, authors consider 
company’s diversifi cation as a process and fi nd its reasons, but they do 
not reveal content of company’s economic and innovative changes. 
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Whereas, some of these transformation (company is no longer 
specialized and it starts working in a new branch) are described by 
follower of another viewpoint [44, 47]. Meanwhile this interpretation of 
diversifi cation strategy does not show any perspectives for company’s 
activities in the traditional branch or any ways to start working in 
a new branch of industrial complex. Besides, according to such an 
interpretation, industrial company diversifi cation is a single-shot process 
which is typical only for specialized economic entities.  

However, according to world and national experience, this process 
can also continue within quite a diversifi ed company. For example, 
«Production Association “Urals Optical and Mechanical Plant”» OJSC 
(Ekaterinburg), producing a wide range of optoelectronic systems for 
space and fl ight vehicles and medical hardware, in 2004 it had also 
mastered production of navigational satellite receivers [24].

Meanwhile, objective-oriented diversifi cation strategy of industrial 
company can be specifi ed by the approach of the researchers who 
consider it only as company’s product and services diff erentiation. 
We think that in relation to strategy for economic growth based on 
company’s diversifi cation it is more correctly to apply the term «stock 
items» which can be understood as total product line manufactured 
and promoted by the company, as product expansion - closely related 
product group is possible within the specialization scope of industrial 
company.   

Thus, the specialized plant «Electrocable» (Kolchugino, Vladimir region), 
constantly expanding its product range, at the present time produces 
more than 2000 of cable label sizes [35]. So, company’s diversifi cation 
strategy by setup for production of a new product type should be 
distinguished from product expansion of industrial company by 
releasing new modifi cations of main production types.  

Therefore, it is important to detect a product’s novelty level, which is basic 
for product expansion when releasing the company’s diversifi cation 
strategy. Such a novelty level can be understood as a functional novelty 
of this product type which can be refl ected as change in its functional 
objective in relation to the traditional product range of industrial 
company, and as its homogeneous appliance to product of another sub-
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branch, branch or general industrial complex, as a specifi c appliance to 
products of another business activity. 

At the same time, it is possible to specify the number of functional 
novelty levels of diversifi ed products.

Thus, one of novelty levels for new products lies in the fact that they 
have a functional objective which diff ers from company’s traditional 
product lineо. However product types belong to production volumes 
of the same sub-branch. «Gazelle» microbuses of «GAZ» production 
(Nizhny Novgorod) can serve as an example of such products.

It is necessary to outline that some economic scientists consider 
realization of company’s diversifi cation strategy as distribution of their 
production between diff erent target markets. However we think this 
approach is too general and it cannot refl ect any essential characteristics 
for distribution process of manufactured and realized goods. 

New product is homogeneous with its similar types of another sub-
branch within the same branch. Typical example can be demonstrated 
by fodder harvesting equipment which is produced by «Sedin» company 
(Krasnodar) simultaneously with metal-cutting equipment [82].

Modifi ed or new products belong to analogical production of another 
branch within the same industrial complex. When a company starts 
producing such products, remaining a part of the same branch, at the 
same time it starts competing with companies from other branches. 
That is why some economic scientists consider a diversifi cation strategy 
of industrial company only as an interindustry competition form.  But 
we think that this concept does not takes into account a possibility of 
company’s diversifi cation by manufacturing products typical for the 
same branch and that is why it is not entirely correct. 

Diversifi cation strategy for industrial production does not exclude a 
possibility of new product’s belonging to another branch component. 
Such products can include, for example, oil-fi eld equipment, road-
building machinery and rolled metal products which are produced 
together with artillery systems, «Motovilikhinskiye zavody» JSC (Perm) 
[31].

There is also a possibility that a new product belongs to another business 
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activity. Thus, «Aerospace Equipment Corporation» head offi  ce (Saint-
Petersburg) invested more than 15 million of USA dollars into creation 
of electronic payment system «Рау Cash» («Yandex-money»), which 
in contrast with  company’s traditional industrial business belongs to 
fi nance and credit business. 

Manufacturing of such products is about expanding of industrial 
company’s scope of activity allowing to consider the company’s 
diversifi cation strategy only as a process of expanding in relation 
to scope of its activities. However, this viewpoint does not take into 
account a possibility to release the industrial company’s diversifi cation 
strategy for economic growth by manufacturing the products which 
belong to the same scope of business activity. That is why we think that 
the viewpoint of many authors, concerning company’s diversifi cation 
strategy by change in number of its activities, is not quite correct.  

It is also necessary to outline that when carrying out the company’s 
diversifi cation strategy, none of its activities is a functional extension 
of another one.  [28]. Thus, company’s diversifi cation does not include 
acquisition, rent, maintenance of property and transportation of its 
cargos which are carried out together with retail sale, for example, 
«Trading House “Kopeika”» JSC (Moscow), and also acquisition of banana 
plantation in Ecuador by one of the biggest Russian importers of fruit, 
namely by JFC company (Saint-Petersburg) [54, 68].

It is possible to concretize the methods of diversifi cation strategy for 
economic growth with the help of renderings of authors who consider 
it as processes of creating new industries and using the existing ones, 
acquisition, merging of companies, and transformation of a company 
into economic entity’s group producing several diff erent products and 
operating in diff erent markets.  

However, these concepts need to be specifi ed. Thus, merging and 
venturing are not traditional methods of diversifi cation as they require 
formation of a new legal body. That is why we think that there can be 
the following company’s diversifi cation strategy methods.

Mastering the manufacture of a new product line by using plant capacity 
can serve as an example for such a diversifi cation method. Thus, «Micron» 
plant, member of Sitronics corporate group, specialized in production of 
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integrated microcircuits, had mastered the manufacture of TFT-panels 
and won a tender for production of bio-passport chips [49, 54].

It is possible to carry out the diversifi cation strategy by forming an 
internal organization unit manufacturing new products. The work shop 
manufacturing plastic products, formed at «Pelican» confectionery 
company (Podolsk, Moscow region) can be a good example of such a 
unit [35, 37].

In this regard it is necessary to say that a number of economic scientists 
consider a company’s concurrent manufacture of new products as 
an innovation, but not a diversifi cation [46]. However, innovation is 
a broader concept, and connection between concepts «company’s 
diversifi cation» and «innovation» can be presented in the fi gure 1.

One of methods and implementation instruments of diversifi cation 
strategy is investing into manufacture of a new product line performed by 
another company. For example, «Bystrov» company (Saint-Petersburg), 
specialized in manufacture of instant food, has invested 5 million euro 
into creation of a cognominal yogurt by «Velle» company [28].

Diversifi cation strategy for economic growth can be carried out by 
merging or acquisition of controlling block of stock belonging to a 
company from diff erent branch. Typical examples of such a diversifi cation 
strategy may include acquisition of Taganrog commercial seaport by 
«Karavai plus» bakery company (Taganrog, Rostov region) and acquisition 
of a controlling block of stock of «Mashmir» printery (Moscow) by 
«Rosbuilding» company (Moscow), specialized in commercial property 
management [54, 68]. It must be emphasized that when carrying out 
the company’s diversifi cation strategy, acquisition of another economic 
entity is performed with purpose of its further social and economic 
development, but not for its benefi cial resale.

Diversifi cation strategy can be also carried out during acquisition of 
small block of stocks and shares belonging to the companies of another 
branch. Thus, «Electrocable» plant (Kolchugino, Vladimir region) is a 
holder of stocks and shares of 13-40 of diversifi ed companies [53].

Practice of integration and achieving of economic results’ objectives 
during carrying out the diversifi cation strategy testifi es that 70% of 
companies are diversifi ed by merging and acquisition of shares of 
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another economic entity and by investing into new projects of other 
companies, 20% – by mastering the manufacture of a new product 
line, 10% - by merging and venturing [8]. Without regard to merging 
of diversifi ed companies and establishing new economic entities, 
connection between main methods of company’s diversifi cation 
strategy can be illustrated by the diagram (fi g. 2).

So, the major part of 
companies carries out 
their diversifi cation 
strategy by acquisition 
of another economic 
entity enabling some 
economic scientists 
to consider it as one 
of forms of capital 
c o n c e n t r a t i o n . 
Meanwhile, such an 
approach does not 
take into account 
other company’s 

diversifi cation methods and that is why it does not show the entire 
subject and content of this process. 

At the same time, presence of several alternative variants actualizes a 

Fig. 2. Diagram of implementation structure of 
company’s diversifi cation strategy methods

Fig. 1. Connection between concepts of 
«company’s diversifi cation» and «innovation»
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problem of choosing the optimal company’s diversifi cation strategy 
method. Approach to this problem off ered by Bauman and Folkner may 
be of interest, according to them, the choice of a particular company’s 
diversifi cation method is, fi rst of all, determined by its capacity to carry 
out new type of activity (fi g. 3).

Generally we can agree with number of provisions of these authors’ 
concept. However, it is worth emphasizing that as the company’s 
diversifi cation strategy is focused on company’s long-term achievement, 
boxes 1-3 in the matrix are of particular importance. If a company is 
not capable to master a new scope of activity by itself, then it is more 
rational to concentrate a diversifi cation strategy for economic growth on 
investing into manufacture of a new product line by another company, 
which has a high level of production technology in this sphere or its 
acquisition (box 1, fi g. 3).

When company staff  is capable to carry out a new activity type, but the 
company is equipped only with single-purpose industrial equipment, it 

Fig. 3. Matrix, showing dependence of company’s diversifi cation method 
on its capacity to carry out a new activity type 
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is worth creation and corresponding reequipping of a new company’s 
unit (box 2, fi g. 3). But when a company is capable to carry out a new 
activity type within economically acceptable results, it is diversifi ed by 
manufacturing of new products with the help of available production 
assets (box 3, fi g. 3).

At the same time it is possible to concretize the perspectives of 
traditional activity type during company’s diversifi cation with the help 
of economic scientists’ approach, considering it only as a concurrent 
development various unconnected with one another production types 
within the company.

However this economists’ conception also has some weak points, 
particularly that main and new scope of company’s activity are only 
limited to production and do not have any connection. 

Thus, despite the fact that manufacture of a new product line usually 
requires  improved skills, modern technologies and equipment, 
presence of connection between main and new company’s activities is 
explained by the fact that the fi rst one is a basic preparatory phase for 
the second one, establishing its direction and eff ectiveness. Moreover 
they can be connected by other common factors whose content can 
become one of fundamental principles for classifi cation of company’s 
diversifi cation types. 

It should be emphasized that a number of economic scientists distinguish 
connected and unconnected company’s diversifi cation types within 
integration strategy issue [41, 44]. However it is not quite correct to 
use these terms, as «unconnected» (conglomerate) diversifi cation also 
requires availability of essential connection between main and new 
company’s activities. That is why the majority of authors call such a 
company’s diversifi cation strategy as conglomerate, secondary, lateral, 
cross or indirect without distinguishing a connected diversifi cation [42, 
85].

In this regard, we think it is more correct to use the terms which are 
established in scientifi c literature: conglomerate, concentric and 
horizontal company’s diversifi cation strategy.

Besides general factors of main and new company’s activity during 
realization of conglomerate diversifi cation strategy are presented 
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by fi nance and management. Typical example of conglomerate 
diversifi cation strategy is shown by such economic entities as «Pelican» 
(Podolsk, Moscow region), producing furniture, plastic products, toys 
and bakery equipment together with confectionery products and 
«Extra M Media» publishing house (Moscow) which owns a publishing 
complex, distributor of printed goods, tourist company, restaurant and 
commercial property [6].

Within company’s concentric diversifi cation strategy, its main and new 
products are also connected by one technology. For example, such 
a diversifi cation type is typical for «AST Ice» company (Voskresensk, 
Moscow region), producing consumer ice, ice dishware for restaurants, 
manufacturing and utilizing ice sculptures and ice town and also 
for companies of «Ruselprom» corporate group (Moscow), whose 
production is based on electro motors [28].

Finally within company’s horizontal diversifi cation strategy its new 
product is focused on traditional consumers, and general factors of 
main and new scope of activity include fi nance, management and 
marketing experience of staff . For example, traditional consumers are 
a target audience for «ЕА Cinema» corporation (Ekaterinburg) carrying 
out construction and management of cinemas along with distribution 
of foreign movies in Russia and retail sale of audio- and video products 
[35]. Horizontal diversifi cation has also been performed by «Allo Card» 
company (Moscow) by selling periodical publications along with 
communication payment cards and passage tickets in its kiosks [58].

At the same time a number of economic scientists distinguish such 
types of company’s diversifi cation as horizontal and vertical integration 
[41, 93], identifying a diversifi cation of economic entities with their 
vertical integration. But horizontal integration is a group of companies, 
manufacturing analogical products, in other words it does not involve 
acquisition of new product types. That is why we think it is not a variety 
of company’s diversifi cation. Acquisition of technical carbon belonging 
to Volgograd plant of technical carbon by Omsk economic entity can 
serve as a good example [28].

Vertical integration is connected with company’s acquisition of 
possibility to manufacture a new product line, as raw materials, 
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component parts, materials and fi nal products have diff erent objectives.  
However it is possible to consider it as a diversifi cation type only if 
there is no merging of a manufacturer of products analogical to those 
which are produced by the company. Thus, acquisition of Moscow 
retail distributor «Fink» company by the largest ice-cream producer 
«Inmarko» company (Novosibirsk) cannot be considered a diversifi cation 
as «Inmarko» company also owns 2,5 thousand of other kiosks selling 
the ice-cream [35].

That is why company’s vertical (connected) diversifi cation by acquisition 
of consumer of its production or of supplier of components and materials 
should be distinguished from vertical integration of the companies. 

In this regard, within company’s vertical diversifi cation general factors of 
its main and new activity will include staff ’s experience and belonging 
to one technological chain «supplier-consumer». In this case company’s 
vertical integration can be carried out «forwards» and «backwards». 
Construction of light river vessels by Moscow inland navigation company 
and creation of line for ketchup production based on manufacture of 
plastic bottles at Lytkarinsky food complex (Moscow region) can be a 
typical example of vertical integration [28].

So, according to general factors of main and new activities it is possible 
to distinguish conglomerate, horizontal and vertical diversifi cation of 
the company.

Diversifi cation strategy for economic growth is one of technological 
components of company’s strategic management focused on 
production and release of a new product line.

Within strategic management it is worth distinguishing three main 
approaches to strategy’s subject: to general objective, plan and 
positioning. Taking into account that «diversifi cation» term was introduced 
into scientifi c use by the founder of strategic planning school I. Ansoff  and 
that representatives of alternative movements generally consider other 
basic strategies, it is possible to conclude that diversifi cation followers 
within strategic management consider a strategy as achievement of 
economic results in company’s development in constantly changing 
environment.  Meanwhile, company’s diversifi cation is likely to be a 
process of realization of such a strategic orientation.
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In addition to that it is worth saying that diversifi ed company’s concurrent 
manufacture of several diff erent products requires a development of 
several diff erent social and economic strategies for each of them. That 
is why company’s diversifi cation should be considered as a realization 
of company’s individual program or strategy derived from several basic 
ones (general ones).

In order to characterize company’s diversifi cation a number of economic 
literature authors use a matrix of I. Ansoff , which uses only two variables: 
product and market (fi g. 4). In this case the matrix does not take into 
account that a company continues producing its main product types, 
so it generally shows the change in its specialization. That is why with 
its help some authors conclude that company’s diversifi cation can be 
characterized by a high level of business risk [22].

In this context the matrix of I. Asnoff  needs specifi cation by showing that 
production of the main product line is continued, and also of possibility 
to carry out a company’s horizontal diversifi cation strategy focused on 
traditional consumers (fi g. 5).

It is particularly interesting to study the concepts of essential approach 
to company’s diversifi cation strategy when it is grouped within several 
production types and company’s diff erent business activities. We think 

Market new Market development Diversifi cation
old Market entry Product development

old new
Product

Fig. 4. Matrix of I. Asnoff  «product/market» [5]

Market new Market development

Conglomerate, 
concentric,

vertical
diversifi cation

old Horizontal diversifi cation
old new

Produkt
Fig. 5. Matrix of I. Asnoff  – possibilities for company’s diversifi cation 

development
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that they refl ect the process of company’s diversifi cation – diversifi ed 
economic entity.

Company’s diversifi cation subject is better described by the viewpoint 
of authors who consider it as a re-distribution of company’s resources 
between diff erent types of activities in order to decrease a business risk. 
However, we think it is necessary to specify an objective orientation of 
company’s diversifi cation.

Scientifi c approach of diff erent authors concerning the objective 
orientation of diversifi cation strategy [15, 82] allows to distinguish the 
following possible objectives for companies’ diversifi cation:

providing and supporting of existing economic development of the • 
company in conditions of economic crisis (for example, in 1990 Kazan 
aviation production association mainly developed by trolleybus 
production);

neutralization of market volatility, seasonality of production (in order • 
to stabilize its production volumes, the ice-cream factory in Moscow-
area «Alter-west» launch a production of cake cheeses, frozen chips 
and berries);

import substitution, elimination of production discretization • 
(ammonia producer «Tolyattiazot» corporation mastered concurrent 
production of equipment for its synthesis in order to be independent 
from foreign suppliers);

company’s adaptation to changes in consumer demands (Moscow • 
company «IT» can be characterized as an organization aimed to satisfy 
increasing demands of its clients, it is specialized in assembly and sale 
of computers, software development and, fi nally, in production of 
computerized budgeting and planning systems for the companies);

preparation for change in activity type (stagnation of Russian • 
instant food market forces «Bystrov» company to slowly leave it by 
diversifi cation into the neighboring sector – production of beverages 
and pharmaceutical products);

receipt of profi t from a new product or service (its mountain • 
skiing school for children and young people alone brings to «Kant» 
corporation (Moscow) an annual receipts in the amount of around 1 
million of USA dollars);
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company’s appreciation (thanks largely to establishing of several • 
optician shops based on available selling space, the appreciation of 
«36,6» pharmacy chain (Moscow) has now gone from 108 million of 
USA dollars up to170 millions of USA dollars);

new market entry (Moscow company «Kampomos» launched • 
production of cooled pizza along with sausage production, gaining 
12% of this product capital market);

new competitive strengths, widening of competitive methods • 
(typical example – acquisition of transport company «Centr rudnyh 
perevozok» by «Metalloinvest» CJSC,  which allowed not only to cut 
down transportation expenses for its own ore minerals, but also to 
level up prices for  competitors’ transportation of cargo);

implementation of production and synergy eff ects (eff ect of • 
increase in production lies in use of benefi ts from purchases of larger 
batches and component parts at factory prices, increase in degree of 
utilization of industrial capacities and staff , use of general company’s 
infrastructure, its business reputation, promoting campaign and 
other factors in production and distribution of main and new 
production. Instant coff ee, leafy and packeted tea produced by DHV-S 
company (Moscow). They belong to one grocery group with storage 
conditions, shelf life and logistics similar to its main products – 
instant noodles and puree, baked breads and chips under «Rollton» 
trademark, considerably simplifying goods distribution. Synergy 
eff ect, introduced into scientifi c use by I. Ansoff , is partly based on 
economic benefi ts of production size eff ect, but it also includes other 
components, named by Ansoff  as management synergy) [5];

capitalization of economic entity’s business reputation and its • 
brand (when entering the neighboring market of non-alcoholic 
drinks, the brewing company «Ochakovo» (Moscow) relied on its 
brand awareness among the consumers, which was estimated in the 
amount of  520 million of rubles, and a considerable sales volume 
in shops of «Trading house «Kopeika» JSC (MOSCOW) includes the 
product of its own brand);

bilateral transfer of technologies between company’s scopes of • 
activities, thanks to which the diversifi ed company is able to use 
the technological experience of staff  when setting up for a new 
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production and to implement technologies developed in the new 
scope of activity when manufacturing the main products (acquisition 
of company producing the running skis by «Kant» corporation 
(Moscow) was aimed to implement the company’s developed 
technologies for manufacture of  mountain skiing fi xations in order 
to improve the fabric products and get access to the technologies 
of manufacture of running skis for modernization of the mountain 
skiing equipment produced by the company);

opportunity to acquire a company cheaper than its real value (for • 
example, such an opportunity was used by a famous entrepreneur 
K. Bendukidze, who during check auction acquired a block of stocks 
of «Uralmash» OJSC (Ekaterinburg) for the thousandth part of its real 
value);

eff ective use of company’s excessive resources (fi rst of all, they • 
include unused production equipment and space. For example, 
vacant space of «Sedin» company (Krasnodar) has become a basis 
for production of furniture, windows, развернуто производство 
мебели, окон, mattresses, home appliances, printing equipment, 
pastries and mayonnaise);

industrial waste recycling («ArtLen» economic entity (Moscow) • 
produces from main products wastes - linen clothes - accessories and 
souvenirs);

comprehensive development of natural resources (forestry is a • 
perspective direction for Russian oil and gas companies diversifi cation, 
mastering remote territories of the country, which have some 
recoverable forest reserves along with oil and gas reserves).

Within company’s strategic management the main strategic objective 
for a diversifi cation is to decrease business risk. Other objectives of 
diversifi cation economic growth strategy are tactical and they can 
be grouped in the following way: ensuring sustainable economic 
development of the company, creating conditions for its economic 
growth and improving production effi  ciency. In this case, we should 
agree with the viewpoint of a number of authors concerning the fact 
that the diversifi cation strategy’s objective depends on the stability 
level of national economy, business environment within the industry 
and company’s fi nance and economic condition[8]. The content of 
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potential targets for company’s diversifi cation strategy is presented in 
the fi gure 6.

In summary, essence of the strategy concept «diversifi cation of industrial 
company» lies in the fact that it redistributes resources when realizing 
the company’s individual development strategy, ensuring decrease of 
business risk by producing a new industrial product line.

Fig. 1.6. content of potential targets for company’s diversifi cation strategy
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