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ABSTRACT

Given the accelerated changes that are taking place in world economies, the Agroindustrial Grain
Enterprise "Los Palacios" is forced to use innovative tools that allow it to compete in any market.
Hence, Strategic Cost Management is used as an effective tool, together with the application of new
cost trends. The diagnosis carried out through surveys, interviews, documentary analysis and
observation in certain areas of the enterprise showed that in the production of consumer rice there
is no Strategic Cost Management, based on well-founded strategic elements, which leaves the
enterprise's personnel exposed to making inadequate future strategic decisions. Based on this, the
general objective is defined as follows: to apply a Strategic Cost Management methodology,

elaborating the value map in the production of consumer rice as an important element in the
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determination of cost management in the different production processes of consumer rice. With the
implementation of the methodology, a better identification of the links in the value chain was
obtained, thus determining those that create value to the product. The work is novel because the
new enterprise management system proposed for the production of domestic consumer rice seeks

to increase competitiveness, turning it into an improved decision-making system.

Keywords: cost; strategy; management; value.

RESUMEN

Dado los acelerados cambios que se estan produciendo en las economias mundiales, la Empresa
Agroindustrial de Granos "Los Palacios"”, se ve obligada a utilizar herramientas novedosas que le
permitan competir en cualquier mercado. De ahi que se utilice la Gerencia Estratégica de costos
como una herramienta eficaz, junto con la aplicacién de nuevas tendencias de costos. El diagndstico
realizado a través de encuestas, entrevistas, analisis documental y la observaciéon en determinadas
areas de la empresa arroj6 que en la produccion de arroz consumo no se realiza una Gestidn
Estratégica de Costos, a partir de elementos estratégicos bien fundados, lo cual deja expuesto al
personal de la empresa a tomar decisiones estratégicas futuras inadecuadas. Partiendo de esto, se
define como objetivo general: aplicar una metodologia de Gestion Estratégica del Costo, elaborando
el mapa de valor en la produccion de arroz consumo como elemento de importancia en la
determinacion de la gestidn de costos en los diferentes procesos productivos del arroz de consumo.
Con la implementacién de la metodologia, se obtuvo una mejor identificacion de los eslabones de la
cadena de valor determinando asi los que crean valor al producto. El trabajo resulta novedoso pues
el nuevo sistema de gestidon empresarial que se propone para la producciéon de arroz consumo
nacional persigue el incremento de la competitividad, convirtiéndolo en un sistema de toma de

decisiones perfeccionado.

Palabras clave: costo; estrategia; gestion; valor.
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RESUMO

Devido as mudancas aceleradas que estdo ocorrendo nas economias mundiais, a Empresa
Agroindustrial de Grdos "Los Palacios" é obrigada a utilizar ferramentas inovadoras que Ihe permitem
competir em qualquer mercado. Por este motivo, o Gerenciamento Estratégico de Custos é utilizado
como uma ferramenta eficaz, juntamente com a aplicagdo de novas tendéncias de custos. O
diagnostico realizado através de pesquisas, entrevistas, andlise documental e observacdo em
determinadas areas da empresa mostrou que na producdo de arroz para consumo ndo existe uma
Gestao Estratégica de Custos, baseada em elementos estratégicos bem fundamentados, o que deixa
o pessoal da empresa exposto a tomada de decisdes estratégicas inadequadas no futuro. Com base
nisso, o objetivo geral é definido como: aplicar uma metodologia de Gestao Estratégica de Custos,
elaborando o mapa de valores na produgdo de arroz para consumo como um elemento importante
para determinar a gestdo de custos nos diferentes processos de producdo de arroz para consumo.
Com a aplicagao da metodologia, foi obtida uma melhor identificacdo dos elos da cadeia de valor,
determinando assim aqueles que criam valor para o produto. O trabalho é inovador porque o novo
sistema de gestdo empresarial proposto para a produgdo de arroz para consumo doméstico visa

aumentar a competitividade, convertendo-o em um sistema de tomada de decisdao melhorada.

Palavras-chave: custo; estratégia; gestdo; valor.

INTRODUCTION

Over the years, humanity in general has experienced a significant advance in science and technology,
which has led a considerable number of researchers to focus on the search for alternatives that
contribute to reducing costs, generating value in products and thus increasing profits. This allowed
enterprises to stay in the market for a longer period of time and thus be more competent in terms

of management.

In different authors, it is common to find references about management, which is defined as the
action and effect of managing and administering in a more specific way; a management is a diligence
focused on obtaining some benefit through the control and improvement of processes (Mora Pisco
et al., 2016).
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Strategic cost management consists of looking at the different activities that make up the enterprise's
value chain from a global and continuous perspective, which serves to route the enterprise's internal
capabilities and project them onto the external environment, procuring information for the prolonged

application of business activities (Mallo Rodriguez et al., 2018).

Hence, the value chain is an important form of analysis of the enterprise's activity, but it is, first and
foremost, a guide for management; it consists of breaking down the enterprise into its constituent
activities, seeking in those that generate value the competitive advantages required, managing to
develop them more efficiently and at lower costs, while improving processes and the flow of

information and goods.

Rivas et al. (2018) refer that with the application of the value chain it will be possible to optimize the
productive process and increase the profitability of the enterprise from the reduction of costs. It
should be noted that a value chain will always be sensitive to customer needs, taking into account

product quality, delivery time and information flow as key factors.

According to Batista and Estupifian (2020), enterprises are immersed in highly competitive and
globalized environments, so they must begin to worry about the need for good enterprise
management, as they are required to be more competitive every day; this need generates the

adaptation of information, giving rise to the management of production costs.

With this approach, production costs through the use of cost accounting analyze the interior of the
enterprise, presenting information for decision making, while management expands its analysis by
taking into consideration the internal and external efficiency of the enterprise, in order to project
more convenient results to the market in which they are developed. Since, as Mendoza, Jaramillo
and Lopez point out (Mendoza Fernandez et al., 2020, p. 97) "the enterprise is a social agent and its

actions as well as its omissions have an important impact on society".

Cuba, as a country living in unique conditions, is no stranger to these new management trends. As
proof of this, it is constantly updating its economic model in order to achieve a more efficient and

sustainable national economy.

In this sense, the responsibility of the Agroindustrial Grain Enterprise (EAIG in Spanish) "Los Palacios"
is to plan and carry out the production of rice for consumption which final destination is to satisfy

the demand of the different clients that participate as part of the productive chain, guaranteeing
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efficiently in its productive process the use of material and financial resources and labor force. It also
determines the relevant importance of cost management in each of the production processes as a
fundamental tool in decision making in the strategic direction as part of the production process in

the value chain of consumer rice.

The enterprise today faces the challenge of assimilating strong and continuous changes, not only of
the environment, but also social, technological, new regularizations and legislations in all the
monetary reordering of the country, in order to increase the substitution of imports to satisfy the
demand of a vital product such as rice consumption; therefore, it is necessary to make quick decisions
and adapt to this changing and complex world in constant evolution of the market. Therefore, it is
immersed in a process of constant institutional improvement in order to meet the needs of customers
and increase efficiency in its actions as part of the production chain, establishing a management
policy that promotes the commitment of management and workers with a focus on processes, aimed
at acting on the quality of the final product throughout its production process, so it implements an

integrated quality management system.

To guarantee this policy, the enterprise management has the necessary resources to ensure the
correct management of quality, environment, human capital, occupational health and safety and
technological innovation; it promotes the deployment of integrated objectives to all activities and
processes and establishes as a permanent work objective of the center the implementation,
maintenance and continuous improvement of the integrated management system in the value chain

of rice consumption.

Taking into account the above and the new demands of the economic reality, the enterprise sees the
need to rectify and determine a new vision in the cost management system, determining to improve
the value chain in the production of consumer rice as a new novel element as there was no previous
reference of it. Hence, the objective of this research is aimed at applying a methodology of Strategic
Cost Management, developing the value map in the production of consumer rice as an important

element in determining the cost management in the different production processes of consumer rice.

MATERIALS AND METHODS

The research was framed in one of the results foreseen in the project of the Accounting and Finance

Department of the "Hermanos Saiz Montes de Oca" University in Pinar del Rio: "Improvement of the
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Accounting and Financial Management in the enterprises of the territory", focused on the increase of

the economic management in the Pinar del Rio territory, specifically in the EAIG "Los Palacios".

Taking into account the particularities of this research, togetherwith the characterization of the entity
under study and the special characteristics of the value chains, the objective and scope of the study
were first defined, then the information needs were determined and a list of these needs was drawn
up, then the sources of information to be used were defined, then the instruments and templates
were designed for collecting, processing and analyzing the information obtained, and finally, the

report was prepared and presented. The following methods and techniques were used:

The diagnostic process was extended to all areas and structures of the enterprise, using the empirical
method of scientific observation, through interviews and direct inspection of the physical areas,
including: the directors of agricultural and industrial production; specialists in plant health, soils and
fertilizers, irrigation, agricultural production and seed; quality specialist and marketing specialist;

specialists in accounting and costs; as well as other members of the board of directors.

The analysis of documents that support the necessary information, based on the resolutions in force

for this productive sector.

Field observation or inspection was also used to verify the agricultural productive areas (rice fields),
productive areas of the industrial units (drying and milling), technological equipment of the industry,

equipment of the agricultural machinery and evaluation of the performance of the human capital.

The analysis and synthesis that made it possible to decompose the theoretical and practical

knowledge on the value chain of consumed rice and to elaborate the suggested modifications.

The statistical method was also used through descriptive statistical techniques and the use of tables

that concentrate the data provided by the entity under study.

The information obtained in the diagnosis allowed to identify certain information needs, among which
are the structure by areas and their strategic objectives, the behavior of the production activity, the
level of specialization in food technologies, the production infrastructure, the standards and
procedures that guarantee the quality of the product, relations with suppliers and contracted

demand, the list of clients and demand for contracted production, as well as potential clients.
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RESULTS AND DISCUSSION

In this research, the methodology proposed by Vergara, Pozo and Ramos (2001) is used, hence, we
begin by defining for the beginning of the period the activities that make up the value chain and the
action plans to apply to them; from that moment on, to assess the extent to which the tasks planned

to be developed in the competitive environment have been fulfiled, mainly in key issues such as:

e The value chain of the business units or enterprise
e Enterprise unit or enterprise-competitor relations

e The total value chain

The value chain management analysis began with a reference to those activities that add value for
the client; it also includes a reference to the process map and the calculation of the efficiency with
which the strategic productive activity is developed. Finally, a comprehensive analysis of the
structure of the value chain is made, according to possible classifications of the activities included in

it, and then its importance as a tool for strategy formation is highlighted.

Each of the actions carried out is linked to the leaders and labor collectives in order to commit them
to meet the proposed objectives, the defined strategies and, in general, to be able to measure the

strategic performance achieved.

Therefore, the research reflects the result of the implementation of the value chain methodology
referred to above in one activity of the EAIG "Los Palacios" (production of rice for consumption),
which can be generalized to the rest of the activities until the total of the same is reached; this makes
it possible to specify the way and the magnitude in which each of the activities influence the overall
results achieved, having, in turn, more precise and detailed information on each process, which

contributes to improve control, performance evaluation and decision making.

To do this, it was begun by analyzing different theoretical criteria of what a value chain is, starting
with Porter (1985), who was the first to popularize it. From his perspective, value chains are
considered theoretical models or models to be followed in which the processes that an enterprise
and/or industry must carry out to generate value for the end customer are written in detail and

systematically.
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This criterion is studied and enriched by Diaz (2015), who considers the value chain as a powerful
tool for the analysis of strategic planning, which main objective is to maximize value creation while
minimizing costs; hence, an enterprise's value chain and the way they perform their individual
activities are a reflection of their history, their strategy and their approach to implementing the

strategy itself.

While Garcia, Juca and Juca (2016) consider that the value chain is the set of all the activities
necessary to achieve a product or services that result in obtaining a significant value at the end of

the product, resulting in a great benefit for the producer and consumer.

However, Alvarado and Oddone (2017) emphasize the four essential elements that must be analyzed

in an enterprise when it comes to the value chain:

e The links and the actors that compose it (includes the steps of elaboration and delivery of a
product or service)

e Articulations between links and actors (important for smooth operation and allows for the
disaggregation of activities)

e Appropriation of added value

e Chain governance (necessary step to determine the procedures to be adapted by the chain's

actors)

All these elements are further developed by Guzman and Chire (2019) and in this regard they state
that the value chain determines the competitive advantages through a method to generate added
value, considering the cost and value generators that allow every enterprise to act on the elements

that need to be strengthened.

For their part, Linzadn, Ruiz and Murillo (2021, p. 19) point out that all these previous researches
have focused on defining the value chain as a basic tool or strategic analysis tool that helps an
enterprise to establish its competitive advantages, being a means of desegregation or systematic
that recognizes all the actions carried out by a company. It is therefore necessary to "understand
each enterprise as a set of activities divided into two large groups: primary, those that determine

value to the company, and support, which normally help in all the enterprise's activities".
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In addition, they consider it appropriate to define the value chain as: "theoretical models with a wide
variety of activities where value is generated for the final customer, in all stages of the development

of a product or service of an enterprise " (Linzan Saltos et al., 2021, p. 19).

The various definitions analyzed above show the complexity of assuming a single definition of value
chain, since in some cases they have been considered as instruments of analysis; in other cases, as
tools to facilitate dialogue and the creation of commitments between actors and in the definition of
public policies to improve competitiveness; however, Ferro et al. (2020) state that in most studies
they have been used as a tool for the preparation of comprehensive diagnoses of an agrifood product.
This sector has all kinds of products, including cereals, and rice stands out as one of the main ones

in this variety.

The research is focused on this product and no other due to its economic and social importance
which, according to Bermidez Espinoza, Murillo Mora and Ruiz Cedefio (2020) is that although it is
considered a product with volatile characteristics in the market due to price instability, it is

nevertheless the staple food of at least half of the world's population.

Once the above definitions of the value chain in general and the rice product in particular have been
analyzed, the criterion of Bermidez Espinoza and Murillo Mora (2019) consider that the rice value
chain is nothing more than a series of activities and processes required for this cereal to reach the
final consumer and in which some stakeholders participate, hence its importance within the

competitive market.

In the specific case of Cuba, the value chain of the consumer rice product is structured by the
interaction of three agents that define the links: agricultural production, rice plots, usufructuaries
and cooperatives (primary link), industrial Base Enterprise Units (UEB in Spanish) that process rice
as a fundamental raw material, where the rice drying and milling process is carried out separately
(industrial link) and finally its commercialization (marketing link), which specific processes provide
added value to the product, that in this case, the product is wet paddy rice, which is used to produce
the product in its different assortments, according to the composition of whole and broken grains,
that is, by quality (4%, 10%, 20%, 20%, 30% and brown rice) and those by-products that

accompany in the process (powder, header and broken rice), which reach the final consumer.
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The following is a proposal of the process flow of the consumer rice product, starting with the primary
link, which are the agricultural producers: rice lots, usufructuaries and cooperatives, until reaching

the final consumer.

Wet paddy rice production

e Soil preparation: (dike breaking, breaking, crossing, leveling of soils)

e Sowing: (fertilization, sowing and seed cover; marking and raising of dyke)

e Insurance policy payment expense

e Cultural care: irrigation, fertilization, herbicide and fungicide applications (as needed)

e Services received: irrigation, aviation, runway, transportation, roads, maintenance and
construction of irrigation systems

e Harvesting wet paddy rice

e Transportation of wet paddy rice

Dry paddy rice production

e Receipt and weighing of wet paddy rice: Received by transfers from agricultural UEBs,
purchases from the cooperative sector and other eventual producers; determination of
impurities and grain moisture (quality process)

e Storage of the wet paddy rice received (forming of the drying lot)

e Drying process: (pre-cleaning and cleaning of impurities; wet paddy rice drying passes
(according to moisture and impurities of the grain received)

e Storage of dry paddy rice obtained from the drying process (dry paddy rice lot)

e Resting of dry paddy rice before milling in storage silos

Rice production consumption

e Dried paddy rice entering the milling area

e Cleaning pass through dry paddy rice pre-cleaning machines

o Weighing of dry paddy rice after precleaning

e Filling of sheller feed box

e Dry paddy rice husking process in: (brown grains, paddy and husk rice)

e Rice separation process by grain composition into whole and broken grains (whole, broken,

header, powder)
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e Polishing and grain separation process

e Mixing process of rice consumption by type of quality % (4, 10, 20 and 30); or brown rice
e Packaging process

e Storage of the product rice consumption

e Delivery of the rice product to customers as contracted

e Transportation and after-sales customer service

In addition to the above, it is essential to keep in mind in the drying and miling process the
consumption norms of the fundamental inputs necessary to obtain a ton of consumed rice, which are

present in the corresponding process (Table 1).

Table 1 - Consumption norms for one ton of rice consumption

Index U/M [Quantity

Drying

Energy Consumption Electricity|| KW/T

Diesel Consumption L/T

Milling

Energy Consumption Electricity|| KW/T

Sacks One 23.5

Descaling Rollers Rod./T| 0.014

Source: Prepared by the authors

The areas and times required for each activity were also defined (Table 2).
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Table 2 - Required areas and times according to activities

and 30); or brown rice

Activities Areas Weather
Agricultural production of wet paddy rice Rice lots || 5 to 6 months
Activities in the drying process
Receipt and weighing of wet paddy rice: received by transfer from
agricultural UEBs, purchases from the cooperative sectorand other
Drying 1 hour
eventual producers; determination of impurities and grain moisture
(quality process)
Storage of the wet paddy rice received (forming of the drying lot) Drying 16 hours
Drying process: (pre-cleaning and cleaning of impurities; wet paddy
rice drying passes (according to moisture and impurities of the grain Drying 5 days
received)
Storage of dry paddy rice obtained from the drying process (dry
Silos 4 hours
paddy rice lot)
minimum: 30
Resting of dry paddy rice before milling in storage silos Silos
days
Activities in the milling process
Dried paddy rice entering the milling area Milling constant
Cleaning pass through the pre-cleaning machines Milling constant
Weighing of rice after pre cleaning Milling constant
Filling of the husker feed box Milling 2 hours
Dry paddy rice husking process in: (brown grains, paddy rice and
Milling constant
husk)
Process of separating rice by grain composition into whole and
Milling constant
broken grains (whole, broken, header, powder)
Polishing and grain separation process Milling constant
Mixing process of rice consumption by type of quality % (4, 10, 20
Milling 6 hours
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30 ton/hours (3

Packaging process Milling
times)

Storage of the product rice consumption Warehouse 8 hours

According to
Delivery of the product rice consumption to customers as contracted;
Warehouse customer's
(sales or own consumption)
request

Transportation and after-sales service to customers

Source: Prepared by the authors

As a result, the main activities that generate value in the production process were determined:

e Purchase of wet paddy rice from farmers and rice lot transfers

e Activities in the drying process: reception and weighing; pre-cleaning and cleaning of
impurities; drying passes of wet paddy rice (according to moisture and impurities of the grain
received) and storage costs (silos) of the dry paddy rice obtained

e Activities in the miling process: entry of dry paddy rice into the area for husking, separation
by grain composition into whole and broken grains, grain polishing and mixing by product
quality

e Activity of the final product packaging process rice consumption

e Storage of the finished product in the process of aging, resting and loading for transport at

the time of sale

They do not generate value:

e Transportation service for the sale of the product from the producer's warehouse to the
wholesaler or retailer's warehouse

e After-sales services

e Taxes, fees and contributions

e Security and protection costs for custodians in the unit

e Maintenance services for occasional breakdowns during the industrial production process

e Expenses due to internal and external interruptions outside the production process
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e Losses and shortages of stored material goods, as well as shrinkage and deterioration in
excess of the standards established in the production process, whether attributable to specific

culprits or assumed by the entity, as well as the surplus of such goods

A new value chain is proposed to the EAIG based on its main or primary activities for better

production and, in turn, a better competitive advantage in the market (Table 3).

Table 3 - Main or primary activities

Distribution and

Lo . Outbound

Inbound logistics Operations L. sales
logistics
management
Receipt of raw
materials and Planting, harvesting Movement to the
Product distribution
production services |[and transportation warehouse
from suppliers
Drying and storage

Storage Product storage

process

Husking and blending
Own production
_ of whole and split
services
grains

Packaging according
Production
to grain mix

Quality control

Source: Prepared by the authors

This value chain can be summarized by showing four key processes:

e Reception of raw material

e Production drying and milling process
e Finished product

e Distribution and sales process
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Thus, the entity's value chain would be made up as follows (Fig. 1).

Enterprise Infrastructure

Human Capital Activity

Underwriting Activi
Support ° =

activities

Margin
Reception | Production | Production
of raw drying milling
material process process

Finished | Distribution
product | and sales

Main activities

Fig. 1 - Value chain of the EAIG "Los Palacios"

Source: Based on Porter's value chain (1985)

Finally, the analysis of the links that make up the total value chain of the rice product shows the total

value chain for rice consumption in the vertical direction in figure 2.

Advantages and impacts of the application of the methodology

The present research responds to the application of a methodology that has been generalized in
several enterprises in the province of Pinar del Rio, due to the advantages of its implementation,

among which the following stand out:

e Determination and elaboration of the value chain map for the production of rice for
consumption

e Improvement of the calculation of the total unit cost in the different stages that generate
value in the chain in the total production of rice consumption in the enterprise and the
agricultural and industrial UEBs

e Improvement of the links that make up the total value chain in the production of consumer
rice

e Improvement of the accounting transfer between the cost centers of the production accounts

in both agricultural and industrial processes that are part of the value chain
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~——

Fig. 2 - Total value chain

Source: Own elaboration
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e Definition of direct and associated cost centers; identification of direct, indirect and financial
expenses for each cost centerin the different stages of the value chain of the production of
consumed rice

e Increased efficiency by analyzing the costs of inputs, labor and production services that are
accounted for at each stage of the value chain from product to final destination

e Greater competitive advantage in relation to other periods, by reducing the cost per ton of
the rice product by 646.47 pesos in 2020 compared to 2019, which in value terms means
1,282,919.72 pesos

e A rationalization of the workforce in the value chain processes and an impact on the payment
systems applied at each stage is achieved, obtaining a positive evaluation of the results in
the expenses and income of each one of them in the chain that integrates it

e Correct preparation of cost sheets for the rice product at the different defined stages of the
agricultural production process, drying and milling, once the value chain has been determined,
thus achieving better projection of expense and income budgets

e Preparation of cost sheets for the production of wet paddy rice for the different technologies
applied in both the cold and spring rice seasons; and in turn by production sectors (state and
cooperative)

e Positive impact on the evaluation of the real economic-productive analysis of the expense
budgets in the cost centers of the value chain in rice production in its different stages

e An economic, technological, ecological and environmental impact is achieved by taking into
account the technical instructions of the crop with its correct application, achieving an
integrated management in the use of resources, pest and disease management, also making
an adequate use of biological means throughout the value chain

e Contributes to improving internal control in the use of inputs and production services linked
to the different stages of the rice production process in the value chain of the product

¢ Allows the management of the entity and the UEBs to make timely economic and financial
decisions, achieving efficient cost reductions for different concepts in the value chain in the
production of consumer rice

e Maximizing the use of rice by-products (harvest residues, dust, husks, husks, husks, fourth
grain) as a source of cost reduction in the value chain by more than five percent and increasing
income from sales

e Identification of a new product in the value chain based on the broken rice by-product (rice

flour), generating income of 3,974,376 pesos during the period
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The enterprise today faces the challenge of assimilating strong and continuous changes, not only of
the environment, but also social, technological, new regularizations and legislations in all the
monetary reordering of the country, which makes it necessary to make quick decisions and adapt to
the evolution of the market. Hence the need to insert the analysis of the value chain management
in the production of consumer rice, allowing to define the main and support activities of the company,
its value map according to the authors of the applied methodology, as well as its position in relation

to the total chain in its vertical analysis.

From this point of view, the Methodology for the Analysis of Strategic Management of the value chain
that is applied, allows the EAIG "Los Palacios" to carry out superior strategies to discover new
competitive advantages with respect to the rest of the rice companies in the country, since it has a
superior tool for the business decision-making process. In addition, its application for a year and a
half has allowed to prove the advantages of this to the management of the entity, by having a
procedure for the restructuring of its flow of activities, reducing work times in each process, achieving
a human improvement, all without delaying the delivery time to the customer, which makes it more
satisfied and allows renegotiating sales prices based on the quality of the product, which increased

its final performance.
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