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In article the problem of integrating in one model of two aspects of efficiency-
productivity and profitability is considered. Approach to formation of the dynamic
standard, based on ranging of indicators on growth rates is offered. The “ideal”
order of growth rates of indicators locates. Such order represents “a golden rule of
economy of the enterprise” which essence consists in ensuring development of the
enterprise according to the typical dynamic standard. Possibility of formation of
the dynamic standard on the basis of purposes of two types aiming at profitability
and on the end result is shown. Such standard allows to reach balance of efficiency
and effectiveness. Examples of dynamic standards are given. The method of an

integrated assessment of efficiency by means of the dynamic standard is offered.
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THUC TIEN & KINH NGHIEM QUOC TE

Néi dung bai biét xoay quanh van dé két hop
hai yéu 16 hiéu sudt va loi nhudgn vao mot mé
hinh. Viéc hinh thanh mot mé hinh chudn dva
vao cdc chi sé thé hién su tang truong. Thir tu
sdp xép hop Iy toc do tang trwong ciia cdc chi s6
ciing dwoc dat ra. Thir tw nay thé hién «quy tdc
vang ciia kinh té doanh nghiépy ma vin dé cot
16 la ddm bdo sw phat trién cia doanh nghiép
theo cdc chudan muec dién hinh. Bai viét ciing néu
ra kha nang hinh thanh mét bo quy tdc, dwa vao
muc dich cua hai yéu 16, tdp trung vao loi nhudn
va két qua cudi cing. B6 quy tic nay sé givp
can bc%ng hiéu sudt va tinh hiéu qua. Vi du cua
bé quy tdc nay sé dwoc néu ré cing véi phwong
phap s dung chung trong viéc danh gia hiéu
sudt.

Keywords: golden rule of economy, standard
dynamic standard, standard streamlining of
indicators.

Russian philosopher L.A.Petrushenko wrote:
«There are concepts which covered by ironclad
evidence that hid their real life». The concept of
«efficiency» is covered exactly by this armor.
Much has been written about this concept. But
on closer examination one can realize that there
are different approaches in taking up the essence
of the effectiveness and, therefore, there exist
several points of view to meaningful definition of
this term, and to its quantitative representation.

Basic categories that are considered in
determining the effectiveness of activities are-
inputs, costs, resources, products, services and
results. In this case appear a lot of questions:
whether it is important to consider not only the
costs of producer but also the costs of consumer;
which inputs relate to costs; how to take into
account the used resources and, in general, is it
always necessary to take into account the cost
while determining the effectiveness? Thus, the
effectiveness of medicine unlikely relates to the
costs of its producing. Another set of issues:
the result for whom- for direct manufacturer,
for the owner of the manufacture or for the
consumer? What is the result- produced product,
sold product, the needs, the receiving profits or
capital gains?
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Without answers on these questions one cannot
define the quantitative measure of efficiency,
and, in turn, one can only manage successfully
those that are measurable. Therefore, both the
theoretical and practice scientists in management
offer a variety of indicators and models for
quantitative evaluation of efficiency. In this
regard, one should pay attention that in the late
XX appeared two types of efficiency: Internal
and external.

Internal efficiency associates withachievements
of any results at the lowest possible expenses or
with obtaining the best possible result from the
limited amount of resources. Internal efficiency
can be defined as effectiveness which ensures
the best use of available resources.

External efficiency associates with satisfaction
of customers needs. In the theory of economic
systems appears new notion of economic system
function as destination or sense of system
existence- mission. In such interpretation, the
external efficiency is power function of economic
system. External efficiency can de defined as the
impact that helps to achieve intended goals.

It is internal efficiency that in the era of mass
production was the most important factor of
success of any enterprise. In the future, the
priorities have changed. Increased supply leads
to focus on the consumer. There is a leap from
the «right doing things» to «producing the right
things». However, «the right thing» without
«proper production» also does not lead to
success.

Polysemyoftheword“efficiency”,itsinteraction
with concepts of efficacy and effectiveness, puts
a question about seeking measuring instrument
that can provide an integrated evaluation of the
complex characteristics of industrial activity.
In general the efficiency of this type of activity
can be defined like an expression of its utility.
And utility can be viewed from the position of
producers, consumers, owners, and economic
system in whole. There is a need of balance
between internal and external efficiency,
between productivity and profitability. Such a
balance can be found with help of quantitative
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modeling efficiency.

Global economic science accumulated
wide experience in the use of models in the
management of enterprise, providing the
measurement of effectiveness. However most
of these methods are used in scientific research
and are not claimed in real production (because
of great spending time and money on creating
adequate models, and its complexity from the
point of construction and understanding. The
most important aspects of modeling efficiency-
the criteria of efficiency, their definition, the
quantitative representation, thresholds. One
of the main things is the type of quantitative
data presentation, both actual and normative
(threshold) values. Traditionally the following
forms of data in economics and management
are: the first- this is the absolute values of the
indicators that give a static evaluation of the
facility. The second form of data presentation- is
the calculation of the rate of growth or increase-
representation of an object in dynamics. The
third form of representation- the structure of
indicators characterizing the ratio of parts of the
object. All three forms of data and three types of
models are well known and used in management.
There were proposed and nowadays are used
such measures of success of the enterprise as:
profitability (the ratio of gross profit to the
cost of goods sold); return on equity (ratio of
net income to the amount of equity capital);
more sophisticated «synthetic» indicators:
average amount of labor productivity, capital
productivity, material return; product growth rate
of labor productivity and capital productivity.
One can offer comprehensive indicators of
effectiveness, which include a large number of
individual effectiveness indicators.

Unfortunately, most of the proposed indicators
and models that are used in computing operations
cannot be justified and interpreted; they do not
reflect the existing problems and contribute little
to the identification of emerging; thus there is
no opportunity to change the indicators that are
used, depending on their importance for the
enterprise.
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Problems which are connected with deficiencies
of traditional methods can be solved on the basis
of a systematic approach that does not focus
on the establishment of model performance
measures, but on establishing standard
methodologies for developing individual meters
on the basis of common principles and provisions
of economics and management specific to a
particular enterprise (organization, industry,
type of activity).

This article proposes a model development
methodology of gauges the effectiveness,
which acts as a dynamic standard- a model of
structural dynamics that is forming efficiency
of the economic system. This model on its basis
has a ranking of growth indicators. Ranks- the
fourth form of indicators. Ranking of indicators
in terms of growth allows us to express the
dynamics of indicators in their mutual respect
for each indicator which retains its own role.

Wittingly designing and controlling the
dynamics of indicators, one can not only
determine the direction of the characteristics
of the company (including efficiency), but also
manage the movement to achieve its goals. The
best way from the point of efficiency, the order
of growth parameters can be called normative.
Normative order of indicators is the «ideal»
structural- dynamic model of efficiency, which
can serve as a reference point- the threshold value
(norm or standard)- the assessment of its actual
dynamic state. In the economic literature and
practice there are a lot of examples of regulatory
that review relations of growth indicators. The
most famous of them is the demand of exceeding
the rate of productivity growth over the rate of
growth of average wages.

Dynamic standards of internal and external
efficiency can be built with the help of ranking
indicators.

Let’s briefly review the standard model of
internal efficiency of the industrial enterprises,
which can serve and guide the activities and
means of analyzing its effectiveness. For this one
should create a procedure for growth indicators,
which is able to express the requirements for
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effective development of the enterprise.

The first item- the choice of indicators. To
build an integrated model of efficiency it is
necessary to highlight aspects which cover all
aspects of the mission of financial and economic
activities of the economic system and a list that
is invariant under the specific content of the
enterprise. Such a classification of indicators
provides an allocation of system characteristics
of the enterprise under a constructive definition
of any system [see, 1, 2]. System features- is the
input (IN), output (Out) and processor, which in
turn includes equipment (Eq), order (Ord), the
catalyst (Cat), the subjective factor (SF).

Ordering the system characteristics is based on
the following reasoning. Indicators of internal
efficiency are usually constructed as the ratio
of benefits to cost or resources. These indexes
are: capital productivity (Out/Eq), resource
productivity  (Out/In), wages productivity
(Out /Cat), labour productivity (Out /SF). The
growth of these indicators means an increase of
production efficiency, therefore, (for the most
effective activity) yields of businesses must stay
ahead of all the other indicators ideally.

Factors contributing to the increase in the
efficiency of production are capital-labor ratio
(Eq/SF), material equipment (In/SF), material
equipment (In/Eq). It follows that the regulatory
ratios are: T (Eq) > T (SF), T (In) > T (SF), T
(In) > T (Eq).

From the standpoint of internal efficiency in
any given period of time or even less constant
amount of labor should drive the growing mass
of more sophisticated means of production,
creating more and more product. An indicator
of the mass labor in the enterprise can serve
as money spent to pay for it, as well as the
number of employees, who are parameters of the
catalyst and the subjective factor, respectively.
Consequently, the regulatory ratios are:

T (Eq) > T (Cat); T (Eq) > T (SF); T (Out) >
T (Cat).

Anindicator of the growth of worker skills is the
growth of the average wage. A critical condition
for increasing the efficiency of production is
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more rapid productivity growth compared with
the growth of the average wage. This implies the
following standard relations:

T (Out) > T (Cat) > T (SF).

Parameters of order in practice can be
presented by indicators of violations, the growth
of which cannot be considered as positive trend.
Consequently, the parameters of order should
decrease (increase more slowly than the other
parameters). Generalization of all the above
pair ordering system characteristics provides a
general streamlining, which acts as a normative
model of the dynamic economic development of
the enterprise:

T (Out) >T (In) > T (Eq) > T (Cat) > T (SF) >
T (Ord).

Formed dynamic standard of effectiveness can
be rightly called «the golden rule of effective
functioning of the economic system.»

This standard is the basis for creating models of
the effective functioning on specific enterprises.
As an example, form the simplest model- take
one typical manufacturing indicator for each
system features. Indicators are arranged as
depicted system characteristics. Table 1 shows
one of the possible variants of the dynamic
standard effective functioning and development
of the industrial enterprise. Of course, the usage
of larger number of indicators that reflect the
characteristics of a system is able to make a
dynamic regulatory model more meaningful and
accurate.

If this procedure of pace of growth indicators

Table 1. Dynamic specification of effective
functioning and development of the
industrial enterprises

Nor-
mative System description Index
rank
1 output volume production
2 input material costs
3 equipment cost of fixed assets
fund of compensation
4 catalyst
(wages) of employees
5 subjective factor number of employees
6 order reclamations
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is maintained constantly, the production will be
the most economical.

The second item- effectiveness, the level of
aim achievement, the level of implementation
of the function (the mission). In order to model
effectiveness there is a need to determine
the targets and relationship between them.
Impossibly to score and control activities
without expressing the target. The set of goals
and means of achieving them is usually defined
as a strategy. That is why the discussion will be
about strategic settings (global, long-term, the
most important).

Strategic ~ settings are formulated as
requirements of increase or decrease of certain
parameters. The general orientation of the
enterprise on the result can be described by the
wording of the requirements expressed by the
normative ordering of two or more indicators
of the company. Strategic setting will consist

THUC TIEN & KINH NGHIEM QUOC TE

of maintenance this order on a long interval
of time. It is necessary to formulate not only
general settings, but also settings, which show
the specific of the activity and environment of
the company.

Ofpairwise orderings indicators, expressing the
strategic installation, one can get a co- ordering
of all the selected indicators, which will play
the part of the dynamic performance standard or
standard dynamic strategy (CSN). Maintaining
this order in the actual activity during the long
period of time provides the implementation of
intended goals.

Thus, structurally dynamic standard strategy is
a set of indicators, ordered in terms of growth so
that the maintenance of order in the long time
interval in the real activities of the enterprise
will provide the highest level of realization of its
mission (highest effectiveness).

At the same time this model, which determines

Table 2. The target settings of theater and suitable order indicators

Target settings

Indicators

Ratio
of
growth
rates

Indicators

The occupancy of the hall

Number of spectators

> Number of played performances

Updating repertoire

Number of new performances >

Number of played performances

The possibility of expanding | Assignments

> Number of payroll

the repertoire and attracting

new actors Trust funds

> Number of payroll

Staging with decrease of the

Number of new performances

Remuneration fund payroll

number of actors

Number of new performances >

Remuneration fund

Focusing on the mass
audience (charity
performances, for example)

Number of played performances >

Fees from tickets

the relative reduction of the

Number of played performances >

Remuneration fund payroll

participation of actors in
performances (in case of
multiple performance)

Number of played performances

Remuneration fund

Icreasing of average wages
of actors

Remuneration fund payroll >

Number of payroll

Attracting new spectators

Number of new performances >

Fees from tickets

Reducing average cost of
tickets

Number of spectators

> Fees from tickets

Prolonging time of every
performance

Number of played performances >

Number of payroll

Decrease in the share of
charges on tickets in finance
activities of the theatre

Trust funds

> Fees from tickets
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the strategic line of development of the
enterprise, can include variety of strategic
settings. However, despite of variety of strategic
settings, all of them should respond to one
general way of development of enterprise and
assign some balance of goals, which is riding
by interrelationship and proportionality of
component parts of enterprise.

An important component of the strategy is- the
choice of key factors of organization success.
Key success factors are those actions that enable
organizations to achieve their vision and goals
through the implementation of its in-house
strategy. This may be the strong sides that one
has to develop or weak sides that need to be
tightened.

The model that defines the strategic line of
enterprise development may be formed not
only by authority of the multidimensional
and dynamic strategies such as economic
value. Different companies may have different
priorities in strategic of goal achievement.

Using a dynamic model as a standard model of
efficiency allows us to find the balance between
internal and external efficiency. To do this, firstly
one should select parameters to display both
aspects of effectiveness and, secondly, set aim
setting, targeting on efficiency and the effictivity.

It is stressed that this approach is universal and
can be applied both for manufacturing firms and
other enterprises. Thus in Table 2 we can see
separate settings of two types, used to generate
the dynamic model of efficiency of one the

Table 3. Dynamic standard of theater
effectiveness

Normative

l rank
1. Number of spectators

Number of new performances
Number of played performances
Trust funds

Assignments

Fees from tickets

Remuneration fund
Remuneration fund payroll
Number of payroll

Indicators

©|© N g AW
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theater in Saint-Petersburg.

Total ordering forms on the basis of paired
ordering of individual indicators (Table 3)
overflowed as a standard dynamic of theater
effectiveness.

Evaluating the effectiveness of estimation of
the distance is calculated as the actual and set a
normative model of orderings of indicators:

S m,
I=1- i=] ! :l_M((D,H)
n(n—1) n(n—1)

where E- evaluation of effectiveness (0 < D
<1 ); n- the number of indicators in dynamic
standard; mi- the number of inversions in the
actual order for the measure , which has the
i-th rank (occupying the i- th) in the dynamic

standards:
n

2
=1

m. =
I

a..

1

Where aij- variable which is reflecting the
presence or absence of the actual ordering
relation «faster», setting in dynamic norm
between i- and j- indixes, (i=1,...,n; j=1,...,n):

I, ecau r >rjnpui<j

a.. =<1,

eciu r.<r.mnpui>j
y r P J

0 6ocmanvuvix aayuasix

ri and 1j- rank of i- and j- indexes (in current
ordering);

M (@, H)- the amount of inversions in the
actual order (@) relative to a standard (H).

The closer the score D to the unit one, the
greater the proportion of targets which are
actually realized. The coincidence of actual
and given in a dynamic standard of the
order of indicators suggest the most efficient
operation of the enterprise, when all established
indicators of ratios of growth in the dynamic
standard are actually running , with 3 = 1. If
any predetermined norm in dynamic standard
is not performed, evaluation of effectiveness is
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sach do cac co quan khéac nhau thuc thi, dac biét
la CSTK va CSTT.

Ba la, st dung CTTC dé kiém tra tinh chinh
xac cua sb lidu gitra cac bo nganh dé tir 6 hiéu
chinh cho théng nhét. Uu diém ciia CTTC la xay
dung mot khudn khd théng nhét céc tai khoan vi
md dua trén cac mdi quan hé vé ban chat kinh té
va sy dich chuyén ciia dong von. Vi vay, khi phat
sinh mot quan hé khong nhat quan trong CTTC
ching to s6 liéu da khong dugc thdng ké chinh
xac hodc co sy khong nhit quan vé dinh nghia
va pham vi thong ké s6 liéu cua cac bd, nganh.

Bén 1a, st dung lap trinh tai chinh nhu mdt
cong cu dé phan tich sy van dong va phat trién
cta nén kinh té, nhan dién su dich chuyén cua
dong von ciing nhu phan bd ngudn lyc kinh
té gitta cac khu vuc cua nén kinh té, phat hién
nhitng rii ro mang tinh hé thong va kha niang
lan truyén ciia cic rai ro nay dé co chinh sach
diéu tiét phu hop, dam bao thuc hién thanh cong
nhitng myc tiéu vi mo vé ting truong kinh té,
lam phat, thu- chi ngan sach hay cung ung tién
cho nén kinh té. m
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minimal (equal to 0).

Using the proposed method, heads of
enterprises and organizations can determine
which parameters or their ratios have the
greatest impact on effectiveness. It allows them
to focus on priority issues and their solving. It
is important to establish- due to which, and to
what extent can influence the current situation in
order to change it.

Dynamic standard makes it possible to justify
and evaluate options for the individual strategic
decisions in terms of how they affect the level
of the mission of the enterprise as a whole by
calculating the expected (planned or projected )
of integrated performance assessments. m

References

1. Pogostinskaya N. Coordination, control, foresight
and adaptation in the system strategic management,
Saint-Petersburg, IBI, 2009, 175 p.

2. Pogostinskaya N. Finance and economic diagnostic:
training aids for universities, Saint-Petersdurg, IBI, 2007,
159 p.

3. Pogostinskaya N, Pogostinckiy Y, Konovalov N.
Innovation methods of economic analyses in enterprise
management, Saint-Petersburg,2012,220-228 p.

4. Pogostinskaya N., Pogostinskiy Y. Approaches to
definition and management of enterprise cost, Saint-
Petersburg, 2011, 113-116 p.

-]

125



