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ANNOTATION

The economic leadership of organizations is ensured by the accelerating flow of introduction
of new process design solutions, and capability of efficient quality transformations that de-
pend on the level of the socio-economic development of the external and internal environ-
ment.

The paper considers the problem of transition of the organizations making products and ser-
vices to the paradigm of efficient and sustainable socio-economic development. The research
enabled to reveal and scientifically substantiate the essence of the socio-economic develop-
ment of the organization, and propose a relevant research and methodological approach, crite-
ria, methods and tools of management.

The dynamic interests of the primary subjects of the organization were systematized depend-
ing on the phase of the external and internal environment development cycle. The authors’
management concept is based on regulating the processes of the added value formation and
distributionthat ensure the balance of interests of the enterprise owner and personnel, and
achievement of the required development rates.

There was developed a theoretical model for managing the balance of interests based on pro-
visions of the marginal utility theory, as well as the algorithm for elaboration of the enterprise
development strategy involving the authors methodology of forming the target type of the

1577


mailto:kaplan@mail.ru
mailto:baevia@bk.ru

SOCIAL AND ECONOMIC DIMENSIONS OF MANAGEMENT OF THE ORGANIZATION MAKING PRODUCTS AND SERVICES PJAEE, 17 (10) (2020)

balance of interests, and methods for evaluating the efficiency and sustainability of the se-
lected line of the organization’s development.

A complex of simulating, heuristic and economic-mathematical models enablingto implement
the mechanism of managing the socio-economic development of the organization based on
correction of parameters was proposed. Based on the results of the economic-mathematical
simulation the rational ratios of costs for satisfaction of social and economic interests of the
primary subjects of the organization under various conditions of external and internal envi-
ronment were established.

The most substantial directions for further study of the social and economic dimensions of
managing the organization making products and services were stated.

INTRODUCTION

The goal of society development is to improve the living standards on the ba-
sis of increase in labor efficiency, predominance of the innovative economy
sector with high clean technologies including the knowledge industry [1].

“The wealth generator” of the society is production organizations that:

- make products, services as well as the purchasing power to buy them;

- maintain the expansion of the social infrastructure and secure returns to
capital;

- create jobs in-house, at suppliers and in public sector;

- Ensure their own growth and development.

Nowadays the leadership of one or another country is ensured by the acceler-
ated flow of new process design solutions and arrangement of their intensive
use, as well as by capability of efficient quality transformations that depend on
the level of the socio-economic development.

The opportunities for the global economy to enter the path of sustainable de-
velopment are associated with transition to the innovative model that should
involve not only introduction of new technologies but also strengthening the
role of the human factor. The underestimate of the functional role of the social
component in the development of production organizations is manifested in
the absence of methodological support for the development and implementa-
tion of a sustainable development strategy with the paths of changing parame-
ters that ensure balanced satisfaction of the interests of all its subjects. The
most important feature of the paradigm of the socio-economic development is
the interconnected and contradictory unity of economic and social compo-
nents, the optimal structure of which is dynamic and dependent on a combina-
tion of factors of the external and internal environment of the organization.

The objective of the study was to develop theoretical provisions and methods

for managing the socio-economic development of the organization, ensuring
its sustainable development in the short and long-term periods.
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An object of research was the organization making products and services as a
dynamic self-organizing and developing socio-economic system. A subject of
research was the production relations, mechanisms and patterns of the socio-
economic development of the production organization.

The most important source of knowledge in the field of managing the devel-
opment of production organizations are fundamental and applied researches of
domestic and foreign academic economists. The theory of development man-
agement is established in the works of N. D. Kondratyev, K. Marx, A. Mar-
shall, P. Drucker and other scholars [2, 3, 4, 5, 6]. In these works the funda-
mentals of cyclic and sustainable economic development are presented, theo-
retical foundations of management are considered, and the theory of the inno-
vative model of economy is formed.

The problem of securing sustainability and efficiency of the development of
socio-economic systems is reflected in the papers of L.I. Abalkin,
A.G. Aganbegyan, R. Ackoff, I. Ansoff, S.Yu. Glazyev, D.S. Lvov,
P. Samuelson, J. Schumpeter and other [7, 8, 9, 10, 11, 12, 13, 14]. In these
papers it is proved that for sustainable and efficient development of the pro-
duction organization, it is necessary to transform all the basic elements of its
structure; the achievement of the level of normal life activity is possible only
on the basis of implementation of strategic development plans that are attrac-
tive and efficient for the owner of the enterprise, public authorities and per-
sonnel; a number of aspects of the theory of making managerial decisions un-
der conditions of uncertainty are investigated.

Thanks to contribution of specified studies to the development of the man-
agement theory, a scientific and methodological framework has been created
that allows settling a wide range of objectives in the field of tactical and stra-
tegic management of production organizations. At the same time many theo-
retical and methodological issues of the enterprises development management
require an in-depth study. With respect to the production organization such is-
sues are as follows: clarifying the concept of the "socio-economic develop-
ment" for the enterprise, identifying the features and methods of managing so-
cio-economic development under conditions of the innovative model of econ-
omy, determining the criteria for assessing the efficiency and sustainability of
development, elaborating a method for assessing and forecasting the social
and economic interests of the subjects in the development process. In this re-
gard, the necessary step is to improve the theory, methods and principles of
the development management based on close connection of economic and so-
cial factors, dynamic balancing of social and economic interests and the choice
of effective mechanisms for their implementation. Resolving this scientific
problem which is of great practical importance will enable to move to the in-
novative model of development and ensure the efficiency and sustainability of
operation of production organizations in the long term.

MATERIALS AND METHODS
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As a result of comprehensive studies of the activities of enterprises and organ-
izations in the XXth century, a socio-economic approach has been formed cor-
relating the economic processes with the development regularities of enter-
prises and organizations. The main idea of the approach is to recognize the in-
evitability of the economy socialization process that generally consists in en-
richment of the controlled parameters of economic activity with social fea-
tures, characteristics and goals.

The theoretical and methodological basis of the research was made up of the
general principles of dialectics, basic provisions of the marginal utility theory,
statements of the theory of socio-economic systems and systems development
laws; scientific publications in the field of economy and sociology, enterprise
development management; strategic management and human resources man-
agement. A combination of methods of a system, structural-functional, logical,
factorial and statistical analysis was used in the paper.

The informational-empirical framework of the research includes the official
data of the state and corporate statistical reporting, analytical reporting of
companies; scientific and technical literature; materials of the international
scientific and practical conferences, research reports of research institutes; ini-
tial materials and the results of studies conducted by the authors at a number
of enterprises and organizations.

In order to achieve the objectives of the study a concept of the socio-economic
development of the enterprise was considered which is an important theoreti-
cal provision allowing to state the methodological basis for the development
process management and also to elaborate the criteria for its efficiency and
sustainability [15]. The generally accepted definition of “development” un-
covers it as a process and defines as a regular purposeful changing the object
with the appearance of a new quality of its state [16].

The essence of the socio-economic development of the production organiza-
tionconsists in continuous improvement of the target-oriented and reasonably
arranged activity of the personnel in the course of which the performance indi-
cators of the organization increase and satisfaction of the growing interests of
its subjects in the current period and in the long term is achieved.

Such interpretation enabled to distinguish two main attributes of the socio-
economic development of the Production organization:

1) economic — reflects the performance growth;
2) social — reflects satisfaction of interests of its subjects.

If one of the above attributes is missing in the development process, that is, an
increase in economic efficiency does not lead to satisfaction of the growing in-
terests of its subjects, or interests are satisfied at the expense of economic effi-
ciency, one cannot speak of the socio-economic development. An efficient so-
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cio-economic development is fulfilled only on condition of the balance of its
economic and social components [17].

Sustainability of the socio-economic development of the production organiza-
tionis considered as an ability to maintain the paths of improving the key per-
formance parameters under changing conditions of the external and internal
environment in the current period and in the long term. The key feature of the
development sustainability is preservation of the possibility of satisfying the
interests of future generations.

For the purpose of study of the socio-economic development regularities, a so-
cio-economic system was established in the structure of the production enter-
prise which represents an ordered hierarchal set of the following elements:
technologies and objects of labor; the capital (financial resources, fixed funds
and objects of infrastructure); subjects cooperating in the production process
to meet their dynamic interests in the current period and in the long term (Fig.

1).
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LCO-life cycle of the organization; RR — requirement for resources; MC —
material costs; HC — human capital; EVA — economic value added; AV — add-
ed value.

Figure 1 The Enterprise as a socio-economic system
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Social subsystem is represented by the primary subjects of the production or-
ganization which are the personnel and the owner of the enterprise. It is their
interests that must be met and balanced. The basis of the social subsystem is
the aggregate of the business qualities of personnel and institutional conditions
of the enterprise which precondition the implementation and development of
the staff skills. The business qualities shall be understood to mean the charac-
teristics inherent to workers and professionally significant for performance of
a labour function: qualification and interests. Institutional conditions are a
complex of incentives, powers and other organizational tools provided by the
enterprise for the realization of a person's business qualities. The result of
functioning and development of the social subsystem is a growth of the human
capital cost. Maximization of expenses for remuneration of labour and person-
nel development is a predominant interest of the staff in the process of the so-
cio-economic development [18].

The experience of the developed countries indicates the necessity of allocating
from 30 to 45% of added value to the social needs. In the structure of added
value of enterprises in the developing countries these expenses are averagely
no more than 20-25%. As a result, taking into account higher qualification and
performance of the workers in the developed countries their living standards
exceed the respective level of workers in the developing countries and emerg-
ing countries by 3-5 and more times.

Maximizing the economic value added (EVA — is a share of added value left
after expenses for remuneration of labor and personnel development, payment
of taxes and deductions, as well as payment of the costs of capital) is a pre-
dominant interest of the owner of the enterprise in the process of the socio-
economic development since it reflects profitability of the company and serves
as a basis of its cost. The amount of the gained economic value added is a
source of investments that can be directed for the economic development of
the enterprise. On the basis thereof the added value can be spent for remunera-
tion of labour and personnel development, taxes to the budget and other com-
pulsory deductions, interests and implementation of the investment pro-
grammes of the enterprise:

| AV =EVA+W+ T+WACCxCE, | (1) |

where AV — added value; W — expenses for remuneration of labour and per-
sonnel development; T — taxes to the budget and other compulsory deductions;
WACC —weighted average capital cost; CE — investment capital.

Each of the subjects of the enterprise is interested in maximizing its share upon
distribution of the added value and in satisfaction of its interests. In this regard
the target function of the socio-economic development is maximizing an in-
crement of the added value for the period.
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AAV (t) —> max )

The increment rate of the added value that should be higher than zero was pro-
posed as a criterion of efficiency of the socio-economic development:

AV, — AV, ®

t
AV

kAv =
(®) 'k >0

Distribution of the added value is a key tool of managing the socio-economic
development. The optimal distribution of the added value predetermines the
balance of interests between the subjects and hereby ensures a new stage of
development.

The key moment in theoretical comprehension of the balance and concurrence
of interests and actions of the subjects of the production organization is stating
a concept of the interest in the context of the production-economic relations.

In the contemporary scientific literature there is no uniform understanding of
the category of “interest.” In our view the interests of the subjects consist in
obtaining benefits allowing to satisfy the emerging needs on the one hand, and
in fair subjectively distribution of these benefits on the other hand.

Generalizing the concept of “interest” with respect to the production-economic
relations emerging in the process of the socio-economic development of the
production organization the following logical formula is specified: certain la-
bour activities of the subject take place under the influence of his/her needs
representing the image of a desired benefit that will replace the needs (on con-
dition that these activities are fulfilled). Since the image of a desired benefit
reflects the interests of the subject a quantitative estimate of the desired bene-
fits with a certain assumption can be equated with the qualitative estimate of
the interests.

In production relations satisfaction of the current need is followed by the actu-
alization of the demand of a higher level which requires greater benefit includ-
ing intangible one and accordingly more efficient activities to gain the bene-
fits. For these activities the development of the subject is required, and in or-
der to obtain the result the development of the system within which these ac-
tivities are fulfilled is required.

In case of unfair distribution of benefits or if the amount of the benefit does
not coincide with the expectations of the subject, no satisfaction of the current
need is achieved and the activities of the subject become less efficient. In its
turn it results in degradation of both the subject and the system.
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The interest as a manifestation of the individual’s relation to one or another
object of his/her need (motive) is characterized by the following features:

1) Dynamism — the interests of the subject change over time. New inter-
ests arise when the current interests are satisfied or development goals change.
2) hierarchy — the structure of the subject’s interests has a hierarchy which
is determined by the hierarchy of subjective goals at each stage of develop-
ment;

3) Inclusion — the interests of every following level of hierarchy arise
when the interests of the previous level are satisfied.

The vector of the socio-economic development of the organization irrespective
of conditions of the external environment shall be collinear with the vector of
predominant interests of subjects among which the personnel of the organiza-
tion and the owner of business should be distinguished in the first place (Fig-
ure 2).
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Figure 2 Structure and dynamics of the interests of subjects in aproduction or-

ganization

Without the monitoring of changing interests and forming the relevant mecha-
nism of the corporate concern in satisfaction thereof it is impossible to ensure
the labour performance level that would enable to implement the interests of
all subjects of the enterprise [19,20].

The model to achieve the balance of interests of the subjects of organization is
based on the marginal utility theory and helps to distribute the added value be-
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tween the personnel of the organization and the owner of the business under
limited resources in the best possible way [21, 22].

According to the proposed model the added value gained at the enterprise ex-
cept for compulsory tax payments, deductions and charges stipulated by the
legislation (T) shall be distributed for the purposes of economic or social de-
velopment:

ED+SD=AV -T |(®

The obtained expression determines the restraint of the enterprise expenses for

development where the function ED = f(AV -T _SD)has the nature of
the line AB (Figure 3). Let us call this curve a line of the current limited de-
velopment. Since the level of costs cannot be negative the available multitude
of options represents an area of OAB figureconstrained by the current devel-
opment limitation line and coordinate axis. The point of selection of the opti-
mum managerial decision with respect to distribution of the added value is on
line AB. If the selection point is below the line AB the funds are spent irra-
tionally and some amount of the added value of the enterprise remains undis-
tributed. In case when the selection point is above the line AB the borrowed
assets are required.

ED ED
A’
A A
> ’ %D
o 5 2D 0 B B
A) Original situation b) Socio-economic development

Figure 3 Distribution of the organization’s expenses for satisfying social and
economic interests

As a result of the socio-economic development of the enterprise the added
value grows and the OAB line is shifted parallely upward forming the A’B’
line (Fig. 6).

The coordinates of point’s A and B characterize the maximum level of the
gained added value (AV) that can be directed to satisfy only the economic in-
terests (ED) or only for social development (SD). In such a manner the inter-
ests can be satisfied in one of the directions only at the expense of cost reduc-
tion for the alternative direction.
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When distributing the added value one should have in mind that according to
the marginal utility theory and Gossen’s laws:

- in consecutive spending of resources for the social or economic devel-
opment the marginal utility for the socio-economic development of every fol-
lowing resource unit in any direction is lower than the previous one.

- the expenditures for the social and economic development are possible
in various combinations one of which secures the maximum efficiency of the
enterprise development.

- no matter how large is the volume of costs for one of the directions of
the socio-economic development, still it cannot compensate for a complete
lack of costs for the other direction. Moreover, in a medium-term and long-
term periods the enterprise cannot fully refuse from satisfying the economic or
social interests.

The permissible range of decisions with respect to distribution of the added
value between social and economic interests is determined by the following
constraint system:

SD,,, > (AV =T )xk{" (5)
ED,;, = (AV =T )xk™"
k™" k™" >0

min. |, min
0 ! 20

where — coefficients reflecting the minimum level of expenses for
social and economic interests.

The graphic image of the constraint system (Error! Unknown switch

argument.) can be presented in form of feasible region (Fig. 4.a) forming
the figures successively: OAB — for the added value 1; OCD - for the added
value 2; OEF - for the added value 3. The decision region presented in Figure
4b shows the options for distribution of the value added ensuring sustainability
and efficiency of the socio-economic development of the enterprise.

When building the area of the added value distribution it should be taken into
account that the process of the socio-economic development of the production
enterprise is implemented in micro-cycles consisting of the phase and econom-
ic development. Within the frameworks of each micro-cycle the changes in the
economic and social subsystems take place by virtue of which the enterprise
acquires new properties. For the efficient and sustainable socio-economic de-
velopment several micro-cycles shall be implemented. As a result the path of
the enterprise development according to the dialectic law of “negation of the
negation” takes the form of the spiral (Fig. 4b).
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Figure 4 Area of options for the socio-economic development

Decisions with respect to the added value distribution between the primary
subjects of the organization, as well as the selection of the type of balance of
interests shall be determined depending on the combination of cycle phases of
the external and internal environment.

Cyclical nature is a universal regularity of the world around. For the external
environment it is rational to identify four types of cycles that have the greatest
influence on the organization: short-term cycles of J. Kitchin, medium-term
cycles of C.Juglar; long-term cycles of S. Kuznets; overlong cycles of
N.D. Kondratyev (K-cycles).

The cycles of the external environment coincide and strengthen each other.
Thus the phase of Kondratyev wave (K-cycle) affects the gravity of the crisis
in cycles of Juglar and Kuznets. Taking into account the beginning of the
downward swing, the economy revivals in the near 15-20 years will be negli-
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gible whereas crisis will be severe and protracted [23]. The present stage of
economic development is in closing phase of the upward swing of the fifth K-
cycle. The cycles of Juglar and Kuznets also pass into the recession stage.
Apart from the external cycles the rates and efficiency of the enterprise devel-
opment are affected by the cyclical nature of the factors from the internal envi-
ronment. For a production organization within the frameworks of this study
the factors of cyclical nature that have a considerable impact on its socio-
economic efficiency were determined: renovation of equipment, ageing of the
personnel, technological re-equipment of the production processes.

The rational strategy for the organization development depends on coinci-
dence of the cycle phases of external and internal environment at the moment
and in future. Identification and forecast of the phase of external economic cy-
cles is performed on the basis of studying the dynamics and tendencies of the
development indicators with due account for the data concerning previous cri-
sis. The cycle phases of the external environment are identified based on the
officially published statistical data, forecasts and expert polls. The cycle phas-
es of the internal environment are identified analytically based on the data of
internal reporting at the enterprise.

On the basis of the obtained data the forecast of coincidence of the crisis phas-
es and revival phases of the external and internal environment cycles is made.
A considerable decrease in the EVA value occurs upon the coincidence of the
crisis phases of external and internal environment. In this case usually the de-
mand for the products essentially falls, inflation rates grow, and the number of
personnel is reduced. Under such conditions the development rates considera-
bly slow, the recession as well as a complete degradation of the system is pos-
sible.

In case when the crisis cycle phase of the external environment coincides in
time with the revival cycle phase of the internal environment and the revival
cycle phase of the external environment coincides with the crisis cycle phase
of the internal environment the enterprise development rates also decrease but
less significantly (Fig. 5).
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— the crisis preconditioned by the cyclical nature of the external
environment
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and external environment

Figure 5 Potential situations for crisis phenomena in the production organiza-
tion

The cyclical changes in parameters of the external and internal environment
can be described by the following equations:

f, = A Cos(w, X+ ¢,) (6)

where A oscillation amplitude, @ _ cyclic frequency of oscillations, ¢ - 0S-
cillation phase. t — ordinal number of the period in a cycle under study; T —
cycle duration.

Under conditions of instability of the external and internal environment the ef-
ficiency and sustainability of the organization’s development is ensured by the
pro-active management [24]. At that the control signal in a short-term period
is developed on the basis of a feedback loop, and in a long-term period — on
the basis of forecastingthe coincidence of cyclic phases of the external and in-
ternal environment. With regard to the development of the production organi-
zation this approach enables to forecast the values of key development param-
eters in each period of time and determine the confidence ranges for each of
them.
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The forecasting shall be performed using passive and active approaches that
should be combined in the management process. Both approaches are inter-
connected and complement each other.

The objective of the passive approach to forecasting consists in revealing the
existing tendencies and extrapolating them to the future. The result of the pas-
sive forecasting enables to evaluate the degree of satisfaction with the levels of
future parameters of the enterprise which represents the information for elabo-
rating control activities aimed at improvement of the control object character-
istics. An active approach to forecasting basically implies the purposeful for-
mation of conditions for development. The management strategy shall bring
the operating parameters of the enterprise to the state determined by the objec-
tive set (Fig. 6).
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Figure 6 Logical succession of forecasting the socio-economic development
of the organization

In order to solve the problems of the passive forecasting it is rational to use
trend or economic-mathematical models as well as the method of historic se-
ries.

The active forecasting is performed using a complex of technological and eco-
nomic-mathematical models. The proposed models are interconnected and in-
tegrated into the unified resultant model of forecasting the socio-economic de-
velopment of the production organization (Fig. 7) [25].
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DP — demand for products and services; PP — price for products and services;
Q — production capacity; RS — revenue from sales of products and services;
MC — material costs; NS — number of staff; PW- productivity of workforce; CI
— capital investment in renewal and development of key assets; PC — produc-
tion costs; T — tax liabilities; Wg — wage level; In —investments; ED, SD - ex-
penses for the economic and social development.

Figure 7 Complex of economic-mathematical models for managing the organ-
ization development.

While simulating the parameters of the production organization the increased
level of uncertainty is taken into account. In this regard the models enable:

- to take into account the cyclical nature of parameters of the external
and internal environment on the basis of revealing the coincidences in time of
cyclic phases of external and internal environment;

- to determine the optimum values of the key development parameters in
a short-term and long-term periods with due account for the balance of inter-
ests of all the parties concerned;

- to take into account the uncertainty of the primary factors that influence
the socio-economic development of the enterprise.

The result of simulation is the evaluation of possibilities to achieve the goals
of the socio-economic development in the short term and long term. The target
functions of the socio-economic development in the short term and long term
are:
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EVA, — max (7)
i EVA
= (1+WACC)'

where EVA — economic value added for the period t, rubles; WACC —
weighted average capital cost, ea.; In — investments, rubles.

— In - max

RESULTS

The conclusions made on the basis of logical constructions as well as the elab-
orated economic-mathematical models passed extensive practical evaluation
test at a number of production organizations and companies of Russia and Ka-
zakhstan. A number of the authors’ suppositions is confirmed by the expert as-
sessments and the results of the sociological surveys.

In order to determine the interests of the subjects of enterprise and their priori-
ty an opinion poll was carried out in several major Russian companies from
the coal-mining industry: OAO Vorkutaugol, JSC SUEK-Kuzbass, OOO
SUEK-Khakassia (around 250 specialists and 10 representatives of the owner
were interviewed). The respondents were offered to state and evaluate accord-
ing to a 9-point scale (with priority from 1 to 9) the most priority interests
arousing in their production-economic relations (Fig. 8). Since the predomi-
nant interests are determined by the social position of the individual, the inter-
ests of the personnel and the owner of the enterprise do not coincide in the
context of the production and economic relations though they have some
common elements.
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Figure 8 The results of evaluating the priority interests of the subjects of the
socio-economic system in the organization

The studies prove that the interests “material welfare” and “sustainable job”
are of the highest priority (predominant) among the personnel (the average
point is 7.4 and 7.3 respectively). The owner of the enterprise is highly inter-
ested in making a profit and preserving the assets of the enterprise (the aver-
age point is 6.5 and 7.9 respectively).

The interests of the subjects consist in obtaining objective benefits allowing to
satisfy the emerging needs on the one hand, and in fair subjectively distribu-
tion of the available benefits in the organization on the other hand.

The interests of the owner and that of personnel are implemented primarily
through funding of economic and social programmers by way of distributing
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the obtained added value. The analysis of the development data of mining en-
terprises confirmed that the social and economic costs are distributed in a cer-
tain area, whereas the average value deviates from the median with a propor-
tionality factor of 1.5-2.0 (Fig. 9).
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Figure 9 An area of satisfaction of the social and economic interests at mining
enterprises

The spread of actual values of the indicators forms an area with options satis-
fying social and economic interests. For a production organization this area is
determined by the range within the lines which make the relation of social and

economic costs (Table 1).

Tablel The boundary of the area range of satisfaction of social and economic
interests of the subjects at the mining enterprises of Russia.

PJAEE, 17 (10) (2020)

An area of satisfaction of social and economic
The range | interests at different types of mining operations
boundary | open-pit mining underground operations
Lower ED =(0,4+0,5)SD ED =(0,4+0,5)SD
Upper ED =(3,0+35)SD ED =(2,0-25)SD

The boundary of the area range of satisfaction of social and economic interests
of the subjects of organization can be described by fuzzy logic. At the same
time, the difference in coefficients in the function of belonging of production
organizations to certain industries and types of activity can reach significant
values. Thus with respect to the above statistical data even in one sector the
upper bound of costs for the economic development is higher for the mine
workers which can be explained by their higher social activity associated with
the peculiarities of labour conditions.

Based on the empirical data presented in Fig. 8 and reflecting the processes of
the socio-economic development characteristic of the mining sector the factors
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of the added value growth were analyzed through the ratio of social and eco-
nomic costs. As a result characteristic types of the balance of interests of the
subjects of organizations were identified (Table 2).

Table 2 Types of balance of interests of subjects of the organization

Indica- | Description of the types of balance of interests

tor Destructive | Complemen- | Compromise | Controver-
tary sial

Dynam- | | ) ) SDmin—>const

ics  of | [SDmin;0] [SDmin;+o0] [SDmin;+o]

social

costs

(GSD)

Dynam- 1,11 M 1

ics  of | [EDmin;0] [EDmin;+o0] [EDmin;+o0] | [EDmin;t+o0]

econom-

ic costs (

8ED)

Function { [0;0,5] [0.25;3.5] {[0; 1,5] { [0;1,0]

of  be- [3,0; >x] [1,5;4,0] [1,5;10,0]

longing | | uf ut o)

ofps re-| o : o

lation | - JPARRRRSS| - sencsa ] RiY

OED/QSE »wvwvwvue | wowmmmgy) WEEEEEEAG g

Devel- Unstable Sustainable in | Sustainable in | Unstable in

opment | System de- | the short term | the shortterm | the  current

sustaina- | grades and in the long period

bility term

Probabil- | High Low High in the | High in the

ity  of long term short term

changing

the man-

agement

strategy

Destructive type — is characterized by un co linearity of the vectors of satisfac-
tion of the subjects’interests and their imbalance. The result of the interests’
imbalance is strikes, shutdown of the enterprise up to closure thereof.

Complementary type- This type of balance of interests is characterized by
concurrence of implementation of the primary interests of subjects. Economic
and social costs with the growth of efficiency and production volumes are in-
creased proportionally in the ratio 1.0:1.5 respectively. With this type of bal-
ance of interests the highest indicators of efficiency and sustainability of the
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socio-economic development in the short term and in the long term are ob-
served.

Compromise type- In this type of balance of interests the non-dominant inter-
ests of the subjects of organization are suppressed. The priority is generally
given to the economic development. In case of high production performance in
the current period the development sustainability is possible but the develop-
ment path shall be necessarily corrected in the strategic plan towards satisfy-
ing social interests.

Controversial type In this type of balance of interests either economic or social
interests of the subjects of organization are totally suppressed. The develop-
ment can prove efficient in the short term but will not be sustainable. In the
controversial type of balance of interests the economic costs are generally ac-
tively increased whereas social interests are either suppressed or supported
within the minimum ranges.

The specified attributes enable to diagnose the cooperation type and also fore-
cast the probability of achieving the development goals. Implementation of the
proposed methodological approach to evaluating and forecasting the balance
of interests of key subjects of the organization enables to distribute the added
value between the personnel and the owner under limited resources depending
on the selected path of the enterprise development, and also to reveal the ne-
cessity of eliminating contradictions in favour of the development interests to
develop an efficient cooperation.

Taking into account the cyclical nature allows the organizationselecting the
strategy for the socio-economic development and conduct in a specific situa-
tion. Depending on the cycle phases of the external and internal environment
the strategies for the socio-economic development were proposed (Fig. 10).
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equipment productivity
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Figure 10 Strategies of the socio-economic development depending on the cy-
cle phases of external and internal environment.

Concentrating strategy- stipulates concentration of all available resources on
the most necessary directions for the purpose of preserving the “key ele-
ments.” The “key elements” of the organization include personnel, key assets
as well as the mastered technologies and business-processes. Preservation of
the “key elements” shall be accompanied by liquidation of those “elements”
that do not have any value for the enterprise and “balk the progress.” When se-
lecting the “key elements” the subject of management has an important objec-
tive to ensure the required number of the personnel with required qualification
that would comply with the requirements of the enterprise strategy, as well as
the required production assets and reserves capable of securing the achieve-
ment of the strategic goal of the enterprise development. The basis of this
strategy is the concentration of intellectual and business qualities of the per-
sonnel capable of leading the organization out of recession.

The adaptive strategy- is implemented on the basis of adjusting the enterprise
to new conditions of the external environment consisting in transformation of
the links and relations of the cooperating subjects of the enterprise for the pur-
pose of developing the qualities conforming to the external environment in
which the enterprise operates. The basis of this strategy is the development of
the intellectual and business potential of the personnel and organizational-
technological communications.

Evolutionary strategy- In case when the crisis cycle phases of the internal en-
vironment coincide with the revival cycle phases of the external environment
2 options of this strategy are possible depending on the actual state of the
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technical-process and social subsystems of the enterprise. In case when the in-
ternal crisis of the enterprise is associated with the necessity for renovation or
technical re-equipment, the evolutionary strategy can be implemented due to
the technical-process changes. If the crisis is associated with the low level of
the personnel development the investments into the human capital and devel-
opment of the social subsystem are required.

Innovative strategy- In case of coincidence of the revival cycle phases of the
external and internal environment, that is in the period of favorable market sit-
uation the creation of the following reserves is required favorable for extrac-
tion and quality reserves; equipment capacity; capital in form of reserve funds;
human capital possessing high qualification and skills sufficient to search for
and introduce innovations.

The efficiency of implementation of the provided strategies for the socio-
economic development of the organization is determined by an adequate bal-
ance of interests of the key subjects: personnel and the owner (Table 3).

Table 3 Distribution of the types of balance of interests for different strategies
of the socio-economic development of the organization.

Develop- Measures 10 \predominant interests
Type of balance|achieve the
ment  strat- of interests balance of in-
egy Owner Personnel
terests
Innovative |Complementary |Satisfaction of|Capture of|Creative  ful-
strategy the  subjects’|new markets|fillment
interests Introduction |Corporate  co-
of innova-|operation
tions
Evolutionary|Complementary |Partial in-|Profit Career ad-
strategy Compromise fringement  of|growth vancement
non-dominant |Increment  |Further training
interests. of assets Salary growth
Satisfaction of|Entry into
predominant  |new markets
interests
Adaptive Compromise Infringement of|Preservation |Maintaining
strategy Controversial ~ |[non-dominant |of assets stable salary
interests. PartialMaintaining |Career ad-
satisfaction of|stable  op-|vancement
predominant  |eration  of
interests the  enter-
prise
Concentrat- |Controversial  |Partial in-|Mitigation |Preservation of
ing strategy fringement  ofjof risks toljob and mini-

1599



SOCIAL AND ECONOMIC DIMENSIONS OF MANAGEMENT OF THE ORGANIZATION MAKING PRODUCTS AND SERVICES

Develop- |56 of bal Mf,"?‘sures I‘tlo Predominant interests
ment strat- ype of balance|achieve the

e of interests balance of in-
gy terests

predominant  |lose assets |mum salary
interests during
a short period
of time

Owner Personnel

As the practical experience of operation of production enterprises shows the
sustainability and efficiency of their development can be secured only on the
basis of regular introduction of innovations. It is associated with the objective
growth of competition under conditions of accelerating scientific and technical
progress. When the enterprise purposefully implements innovations the future
crisis becomes controlled and the opportunity appears to counteract the crisis
phenomena the successfulness of which depends a lot on the timely forecasting
the crisis.

DISCUSSION

The carried out research enables to reveal and scientifically substantiate the es-
sence of the socio-economic development of the organization which consists
in preserving the path of improving the indicators of social and economic effi-
ciency of the organization and satisfaction of the interests of its subjects in the
short term and in the long term under changing conditions of the external and
internal environment.

Based on the analysis of the concept of the socio-economic development the
essence of social and economic interests of the subjects of organization has
been clarified from the point of view of their dynamism, diagnostics and satis-
faction. In the considered aspect the content of the concept “the efficiency of
the socio-economic development” was studied from the point of view of satis-
faction of the changing interests of subjects and achievement of their dynamic
balance for the purpose of ensuring a sustainable development of the organiza-
tion. The dynamic interests of the primary subjectsof the organization were
systematized depending on the cycle phase of development of the external and
internal environment. It was proved that the balanced satisfaction of social and
economic interests of the subjects oforganization ensures sustainability of its
socio-economic development.

For the purpose of quantitative and qualitative formalization of the evaluation
of balance of interests of the key subjects of organization using simulation
models a theoretical model of forecasting the interests was developed. The
model is based on provisions of the marginal utility theory with respect to the
subjects of the enterprise satisfying the dynamic social and economic interests
in the process of the enterprise development. As a result of the simulation the
ratio of costs for satisfying social and economic interests under various condi-
tions of the external and internal environment were established on the basis of
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which the types of the balance of interests were stated. It is reasonable to de-
termine the specified ratio using the tools of fuzzy sets taking into account the
strategy of the socio-economic development. The result of applying the devel-
oped model is a growing efficiency of managing the socio-economic develop-
ment of the enterprise under conditions of changing external and internal envi-
ronment.

The aggregate of the basic strategies for organization development based on
application of the laws of cyclic nature of the external and internal environ-
ment development was determined. The selection of the development strategy
ensuring the efficiency and sustainability is determined by the coincidence in
time of the cycle phases of external and internal environment: 1) concentrating
development — in case of coincidence of the crisis cycle phases of the external
and internal environment a concentration of all available resources of the en-
terprise and conservation of its “key elements” is required; 2) adaptive devel-
opment — in case of coincidence of the crisis cycle phases of the external envi-
ronment with the revival cycle phases of the internal environment an adapta-
tion of the enterprise to new conditions of external environment is required
which consists in transformation of links and relations between the subjects of
the enterprise; 3) evolutionary development — in case of coincidence of the cri-
sis cycle phases of the internal environment with the revival cyclephases of the
external environment two scenarios are possible: crisis recovery can be im-
plemented through organizational transformations at the enterprise, or, which
is more complex, through technical-process changes; 4) innovative develop-
ment: in case of coincidence of the revival cycle phases of the external and in-
ternal environment, that is in the period of favorable market situation the crea-
tion of the rational structure of reserves and development intensification
through innovations implementation is required.

A complex of simulating, heuristic and economic-mathematical models was
developed which allows to implement the mechanism of managing the socio-
economic development of the organization based on correction of parameters
of the socio-economic development in accordance with the changing interests
of its subjects, the state of the external and internal environment with due ac-
count for the existing constraints. The complex of models includes: a model
for forecasting the parameters of external environment; models for optimizing
the parameters of the technological, economic, and social subsystems; a model
for forecasting the parameters of the socio-economic development of the or-
ganization. Testing the developed complex of models at evaluation of organi-
zations’ activity enabled to reveal the features of their development; create a
management mechanism ensuring the dynamic sustainability of the socio-
economic development of the organization.

As the most substantial directions for further study of the social and economic
dimensions of management of the organization making products and services
the following is considered:

— ensuring the dynamic sustainability of development as retention of the
socio-economic parameters in the area of the path of rational parameters;
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- structural interconnections of the social and economic dimensions of
management and their impact on the parameters of the development sustaina-
bility in the long term;

- Structural dynamics of the parameters of socio-economic development
depending on the cycle phases of the external and internal environment, devel-
opment cycles, and also dynamics of the priority values of society.

CONCLUSION

In the course of the study it was established that without changing the man-
agement paradigm and transition of the organization to the socio-economic
development it is impossible to achieve the innovative economy and ensure
sustainable functioning and competitiveness in the long term both at macro-
and micro-level. Resolving the problem of transition to the efficient and sus-
tainable socio-economic development of organizations requires changing the
scientific and methodological approaches and criteria, improving the method-
ology and using new progressive management methods.

The proposed concept of managing socio-economic development of the pro-
duction organization is based on the methods of regulating the process of for-
mation and distribution of the added value which ensures satisfaction of inter-
ests of the enterprise owner and personnel, and achievement of the required
development rates.

It was proved that sustainability of the socio-economic development is charac-
terized by the path of improving the enterprise performance indicators in the
short term as well as by conservation of possibility for the development of fu-
ture generations in the long term. A relevant factor ensuring efficiency of the
socio-economic development of the organization in the short term and long
term periods is the balance of interests of its subjects. In order to manage the
balance of interests a theoretical model has been proposed which is based on
provisions of the marginal utility theory and enables to forecast the types of
the balance of interests depending on the ratio of costs for satisfaction of the
social and economic interests. As a result of the simulation four types of the
balance of interests were distinguished: complementary, compromise, contro-
versial and destructive. It was established that the maximum efficiency of the
socio-economic development is achieved at the complementary type of bal-
ance of interests where the ratio of costs for the economic and social interests
is within the range [1.0;1.5]. In case of the interests imbalance (destructive
type of balance of interests) strikes take place, and shutdown of the enterprise
up to closure thereof is possible.

Selection of the type of balance of interests is determined by the state of exter-
nal and internal environment at the enterprise. A matrix for identification of
the target type of balance of interests depending on the coincidence in time of
cycle phases of external and internal environment was developed. When the
crisis cycle phases of the external and internal environment coincide the goal
is to conserve the enterprise. In this regard let us assume a controversial type
of balance of interests built on domination of the economic interests of the
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owner of the enterprise. In case of coincidence of the crisis cycle phases with
the revival cycle phases of the external and internal environment, a compro-
mise type of balance of interests is rational which allows implementing the re-
quired transformations contributing to adaptation of the enterprise to the exter-
nal environment at the expense of satisfaction of predominant interests of sub-
jects. In case of coincidence of the revival cycle phases of the external and in-
ternal environment, that is in the period of favorable market situation the com-
plementary type of balance of interests is required under which a maximum
growth of the labor productivity and achievement of the required level of the
enterprise development is possible.

The applied use of the methodology for managing the socio-economic devel-
opment of the organization is implemented in the context of elaborating the
development strategy with the help of the algorithm which uses the model for
analysis of the development of external and internal environment, the authors
methodology of formation of the target type of the balance of interests, and
methods for evaluation of efficiency and sustainability of the selected path of
development. Using the proposed algorithm when elaborating strategies for the
development of the lead organizations enabled to determine the possibilities of
transition to the efficient and sustainable socio-economic development in the
medium term and in the long term.
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