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At the present stage of economic development, there is a certain crisis in studying economic efficiency of performance results. Despite the interest of many scholars
and practitioners to investigating the notion and concepts of economic efficiency, there are still many contradictions in its definition. Theoretical aspects of economic
efficiency are highlighted in works of C. McConnell and S. Brue, A. Makhmudova, A. Krasnov, V. Kondratov, B. Raizberg, S. Mochernyi, and others. The aim of the
article is to analyze the existing approaches to the definition of economic efficiency in the area of sustainable development of a region. There are several approaches
to studying efficiency: “resource-based” approach that provides for the fullest use of scarce resources in order to fully meet the limited needs; “cost-based” approach,
which considers the ratio of performance results and costs. The article presents the views of scientific schools on the concept of “efficiency”, namely: representa-
tives of the Classical School consider efficiency as a comparative ratio of production factors to their productivity and resource availability; the Neoclassical School
considers efficiency from the point of view of social reproduction quality; according to representatives of the School of General Equilibrium, the basis of countries’
competitive advantages is the prices for goods being less than equilibrium prices, as well as the conditions of countries that provide mutual demand and supply.
The equalization of aggregate demand and aggregate supply can be either performed by changing prices with constant quantities, or by changing quantities with
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JEL Classification: 018; P25
MuxaiineHko . I. EKoHomivHa echpekmueHicmb:
BU3HAYEHHS, AHANI3 KoHyenyill

Cy4acHuli eman po3sUmKy eKOHOMIKU XapaKmepu3yemsca nesHUM Kpu-
308UM CMAHOM Y Q0CAIOHEHHAX eKOHOMIYHOI ehekmusHocmi pesynbma-
mig disanbHOCMI. He3gaxaryu Ha 3ayikagneHicmb 6a2ameox yueHux ma
NPaKmukig 00 8UBYEeHHS MOHAMMA Ma KOHYenuyili ekoHOMiYHOI eghekmus-
Hocmi, icHye 6e3nivy npomupiy y (020 8u3HaYeHHI. TeopemuyHi acnekmu
eKoOHOMIYHOI echekmusHocmi moxcHa docnidumu 8 npaysax K. MakkoHenn
i C. bpro, A. Maxmydosa, A. KpacHosa, B. KoHopamosa, b. Palizbepe,
C. MoyepHo20 ma iH. Memoto cmammi € aHani3 HassHux niodxodie 0o eu-
3HAYeHHA eKOHOMIYHOI eghekmusHOCMI Y NAOWUHI 36G/1AHCOBAH020 PO3-
8UMKY pezioHy. Budinatome Oekineka nidxodie 0o sugyeHHA epekmus-
Hocmi: «pecypcHuli» nioxio nepedbayae moxcnusicme Halibinbw nosHo20
BUKOPUCMAHHA 0bMexceHuUx pecypcie 3 Memoro Halibinbw no8Ho20 3a00-
80/1€HHA 0bmexceHux nompeb; «sumpamruli» nioxio — cniegioHoweH-
HA pe3ynbmamie dianbHocmi i 3ampam. B cmammi HasedeHo noenadu
HAYKOBUX WKIA HA MOHAMMSA «eheKmusHiCMby, a came: npedcmasHUKU
KAGCUYHOI WKoAU po32a20amb ehekmusHicMb AK MOpiBHANbHE Cnigsio-
HOWEHHA YUHHUKI8 8upobHUYMEa, 3 ix NpodykmusHicmio i 3abe3neyeHic-
MK Pecypcamu; HeOKAACUYHA WKOAA edhekmusHicmb po32aA0ae 3 no3u-
yili AKocmi cycninbHo20 8I0MBOpPeHHs,; Ha OyMKy MpedcmasHUKie WKOAU
3020/16HOI piBHOBG2U, OCHOBOK KOHKYPEHMHUX nepesaz KpaiH € YiHu
mosapis, Wo MeHWi PiBHOBAXCHUX YiH, 0 MAKOX yMOBU KPaiH, AKi 3a6e3-
ne4yrme 83aEMHUl nonum i npono3uyito. 3pieHAHHA CYKyMHO20 nonumy
i cykynHoi nponosuyii moxce 30dilicHosamuca: abo Yepes 3MiHy UiH, npu
HEe3MIHHUX KinbkocmaAx, abo Yepes 3miHy Kinbkocmell npu He3MiHHUX yi-
Hax, abo Yepe3 3miHy Kinbkocmeli i 4iH 00HOYACHO; MPEACMABHUKU iHCMU-
myuiliHoi ma HeoiHcmumyuyiliHoi wKonu egekmusHicms po32nadame
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JEL Classification: 018; P25
Muxaiinenko 4. I. IKoHomuveckas ahgpekmueHocmb: onpedeneHue,
aHanu3 KoHyenyuli

CospemeHHbIl aman pazeumus 3KOHOMUKU XapaxKmepu3yemcs KpU3ucHbIm
COCMOsAHUEM 8 UCCAe008aHUAX IKOHOMUYECKOU 3hdekmugHocmu pesysb-
mamoe desmesibHOCMU. HecMomps Ha UHMepec MHo2UX yYeHbIX U MPaKmu-
KO8 K U3y4eHUI0 MOHAMUSA U KOHUeNuyuu sKoHoMuYecKol aghexmusHocmu,
cyuiecmeyem MHoXecmso npomusopevull 8 e2o onpedeneHuu. Teopemu-
YeckuM acrekmam 3KoHomuveckol 3ghpekmusHocmu 8 csoux 8 mpydax
yoenanu sHumarue K. MakkonHenn u C. bpto, A. Maxmydosa, A. KpacHos,
B. KoHdpamos, b. Paiizbepe, C. MovepHbili u Op. Lleasto cmameu seasem-
€A aHaNU3 cywecmeyruwjux nooxo0os K onpedeneHurd 3KoHoMuveckol -
(hekmusHoCmMU 8 NAOCKOCMU COANAHCUPOBAHHO20 PA3BUMUSA Pe2UOHd. Bbl-
Oenam HecKonbKo no0xo008 K U3y4YeHuro 3GgekmusHOCMU: «PecypCHbIi»
nodxod npednosnazaem 803MOXHOCMb HAUBO/EE MOMAHO20 UCMOMb30BAHUA
02PAHUYEHHbIX PECYPCos C Uenblo Haubonee M0MHO20 yO008nemeopeHus
02PaHUYEHHbIX mompebHocmel; «3ampamHbili» Modxod — coomHoweHue pe-
3ybMamos desmensHOCMU U 3ampam. B cmamoe npusedeHsl 83217061 Ha-
YUHbIX WKOA HA MOHAMUE «3¢hheKmuBHOCMbY, O UMEHHO: mpedcmagumenu
KAaccuveckoli WKosbI paccmampusarom 3¢gekmusHOCMb KaK CoagHUmenb-
HOe CoomHouieHue (hakmopos npou3soacmaa, ¢ UX Mpou38oOUMENbHOCMbIO
U obecrneyeHHOCMbHO PeCypPCamu; HEOKAACCUYECKAS WKOAA 3GeKmusHOCMb
paccmampusaem ¢ no3uyuli Kayecmea o6wecmeeHHo20 80CNPOU3800CMBa;
10 MHeHuto npedcmasumeneli wKonbl 06We20 PasHo8eCUs, OCHOBOU KOH-
KypeHMHbIX Mpeumywecms CmpaH ABAAMCA YeHbl Moseapos, Komopsie
MeHbUWe PAaBHOBECHbIX UeH, O MAKMe ycaoeus cmpaH, obecrnequsarouux
83qUMHbIL CIPOC U NpedsoxeHue. YpasHUBAHUE COBOKYMHO20 CMPOCa U CO-
BOKYMHO20 NMPeOSOMEHUS MOXem 0Cyuecmensmecs: Aubo Yepes umeHe-
HUe, MPU HeU3MeHHbIX KOAUYeCmeax, Uau U3-3a U3MeHeHUs Koauvecms npu
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yepes npusmMy mpaHcakyiliHux eumpam; WKona KOHKYPeHMHuUX nepegaz
po327A0a€ ehekmusHicMb AK KOHKYpeHmHy nepegazy 0epmasHo20 ma
nionpUEMHUYbKO20 pigHis. EhekmusHicme 3ae#0u nos’a3aHa 3 8i0HO-
WeHHAM YiHHoCcmi pesyaemamy 00 uiHHocmi sumpam; cy6’ekmusHa,
ocobucmicHa oyiHka 06’ekma, Mae KiHyesul peyaomam.

Knwovosi cnoea: exoHomiuHa egheKmusHicmb, KOHUenyis, pesyasmam.
Puc.: 1. Taba.: 2. bibn.: 22.

Muxaiinenko fap’a leHHadiieHa — KaHOUOAM eKOHOMIYHUX HayK, 00-
yeHm, cmapwuli Haykosuli crmigpobimHuk, 8i00in MaKpOEKOHOMIYHOT
noaimuku ma pezioHanbHo20 po3sumky, Haykoso-0ocaioHuli yeHmp iH-
dycmpianeHux npobaem possumky HAH Ykpaiu (npos. IHxeHepHud, 1a,
2 nos., Xapkie, 61166, YkpaiHa)
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Problem statement. At the present stage of economic
development, there is a certain crisis in studying economic ef-
ficiency of performance results. Despite the interest of many
scholars and practitioners to investigating the notion and con-
cepts of economic efficiency, there are still many contradic-
tions in its definition. However, the accuracy and precision of
formulations of the conceptual and categorical apparatus, op-
erationalization of its structure and factors have an important
theoretical significance for constructing the picture of the re-
search world.

Analysis of recent researches and publications. Theo-
retical aspects of economic efficiency are highlighted in works
of C. McConnell and S. Brue, A. Makhmudova, A. Krasnov,
V. Kondratov, B. Raizberg, S. Mochernyi, and others.

The aim of the article is to analyze the existing ap-
proaches to the definition of economic efficiency in the area of
sustainable development of a region.

Presentation of basic material of the research. The term
“efficiency” is used when describing phenomena that relate to dif-
ferent branches of knowledge and spheres of activity. However,
“efficiency” is a key concept of practical and theoretical econom-
ics. Thus, well-known classical economists C. McConnell and
S. Brue by means of efficiency reveal the essence of economics.

These authors state that economics .. explores the problems of
the effective use of scarce productive resources..” [1].

One cannot object to the statement by A. Makhmudova
that efficiency is a multifaceted concept, approaches to the
measurement of which are currently being discussed and im-
proved, thus indicating the incompleteness of the process of its
studying, revealing the essence and achieving certainty in the
interpretation by researchers and practitioners [2].

When exploring the definition of “efficiency’, it is advis-
able to draw attention to the opinion of A. Krasnov, who be-
lieves that efficiency is one of the fundamental concepts, since
it reflects the laws inherent in any kind of human activity [3].

V. Kondratov defines efficiency as a purposeful activity
of a human aimed at studying different aspects, properties, ties,
relationships in investigating processes, objects, systems and
phenomena of the material world [4].

The examples of two approaches to the definition of “ef-
ficiency” are given in Table 1.

Proponents of the first (“resource-based”) approach em-
phasize the possibility of the fullest use of scarce resources in
order to completely meet the limited needs. So, the team of au-
thors led by S. Mochernyi determines the economic efficiency
in terms of achieving the greatest results at the lowest cost of

Table 1

Approaches to the definition of “efficiency”

Approach Source

Definition

Resource-based approach: [5]

Indicator of goods and services output in the calculation: per cost unit; or per unit of
capital spent; or per unit of total costs of all the productive resources

efficiency of using resources

[4] Productivity of using resources in achieving any goal

[6]
Cost-based - result-cost ratio

Result of economic activity, economic programs and measures, characterized by the
ratio of the resulting economic effect to the costs of factors and resources, having led to
this result, achievement of the largest volume of production with the use of resources
of a certain value

[7]

The relative effect, effectiveness of the process, operation, project that is defined as the
ratio of the effect, result to the costs, expenditures having caused and ensured its onset

Developed by the author based on [4-7]
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labor. In their view, the general indicator of economic efficiency
is profit margin, as well as productivity and capital intensity of
labor, returns on assets, capital intensity of products, material
productivity and material intensity of products, economic effi-
ciency of capital investments, new technology, energy intensity
of products, etc. [8]. L. Abalkin defines the notion of “economic
efficiency” as obtaining a certain result per unit of resources
used [9].

Proponents of the second (“cost-based”) approach define
the concept of “efficiency” as the ratio of effect to costs or re-
sources that have been spent on its achievement. The essence
of the “cost-based” approach is that economic efficiency is the
ratio of performance results to costs [10]. That is, it is the ra-
tio of result or effect of any activity to costs associated with
its implementation. P. Orlov characterizes efficiency, firstly, as
the ratio of result to costs; and secondly, as the ratio of costs to
performance results [11, p. 367].

According to V. Rybin, the main element reflecting the
concept of “economic efficiency” is the form of the result of
useful activity, with the effect being an absolute excess of re-
sults over costs [12, p. 7-8]. One can agree that efficiency is
not inherent in any interaction but only in focused one. In this
regard, the notion of “efficiency” is more inherent to manage-
ment and reflects the degree of goal achievement. Thus, effi-
ciency is always a correlation (the result and the goal or result
and the cost of its achievement).

One of the reasons for the lack of consensus among rep-
resentatives of the scientific world is the evolution of the ap-
proaches to understanding the concept of “efficiency” and the
formation of scientific schools. Each scientific school has its
own understanding of the “efficiency” concept (Tbl. 2).

An English economist, T. Mun, was one of the first to take
an interest in the problems of efficiency at the state level. Being

Table 2

The views of scientific schools on the “efficiency” concept

School

Characteristic

Classical School

[13-15] availability

Efficiency is seen as a comparative ratio of production factors to their productivity and resource

Neoclassical School [16]

Efficiency is considered from the point of view of social reproduction quality

School of General Equilibrium

Efficiency is considered at the macro level. According to the representatives of this school, the basis
of the competitive advantages of the countries is the prices of goods being less than equilibrium
prices, as well as the conditions of countries that provide mutual demand and supply. The

[16] equalization of aggregate demand and aggregate supply can be either performed by changing
prices with constant quantities, or by changing quantities with constant prices, or by changing
quantities and prices simultaneously

Institutional and Non-
Institutional Schools

Efficiency is considered in terms of the transaction cost. It should be noted that within the
framework of the institutional and non-institutional economy, special attention was paid to the
problems of the influence of market institutions on the efficiency of functioning of socio-economic
[16] systems of various levels, including regional ones

School of Competitive
Advantages [16; 17] levels

Efficiency is considered from the point of view of competitive advantages at the state and business

the author of the book “England’s Treasure by Foreign Trade’,
he outlined the possibilities of the state in the field of profitable
foreign economic activity: “..I will take that for granted which
no man of judgment will deny, that we have no other means
to get Treasure but by foreign trade... I have already showed,
that it is done by making our commodities which are exported
yearly to over balance in value the foreign wares which we con-
sume [18].

In the opinion of this scholar, money generates profits
only when in circulation. In this regard, he actively opposed the
ban on its export. Only a positive trade balance contributes to
an increase in the amount of money in the country [18].

T. Mun emphasizes the need to create a system of eco-
nomic regulation that would provide the state with a positive
balance. However, there are problems of long-term excess of
exports over imports, for example, the inflow of surplus funds
to the country inevitably leads to an increase in domestic pric-
es. When analyzing the efficiency of foreign economic activity,
it is necessary to take into account the existing set of external
relations.

The representative of the classical school, A. Smith did
not consider “efficiency” as an independent economic concept.
He used the term “productivity” to evaluate government or
private goals, depending on whether they promoted activating
economic life or not. In his work “An Inquiry into the Nature
and Causes of the Wealth of Nations” he states that wealth is
a performance indicator of the activity of representatives of
all kinds of labor and occupations. He examined performance
indicators and determined that the larger these indicators the
higher the effect and the result — the greater the wealth [13].

Laws of labor division and growth of labor productiv-
ity, discovered by A. Smith, can be considered classical. In his
opinion: “The division of labor, however, so far as it can be in-
troduced, occasions, in every art, a proportionable increase of
the productive powers of labor” [13]. The increase of labor pro-
ductivity entails the increase of the volume of manufactured
products, and thus contributes to the increase of efficiency of
both society and enterprises.

At the beginning of the 20™ century, the economic con-
cept of such notion as “efficiency” accrued other aspects of its
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various manifestations. In the future, “efficiency” was formed
under the influence of the effective use of labor and technology
in industrial production.

According to an American scientist H. Emerson, the
loss due to inefficiency was the evil that penetrated the entire
American industrial system of that time. He was one of the
first to present scientific views on the efficiency of work from a
managerial point of view. In his book “Efficiency as a Basis for
Operation and Wages” he proposed options for solving the
problem of inefficiency, which include developing a system of
methods that would allow workers to achieve maximum re-
sults. According to him, it requires a thorough analysis of all
the elements of labor and training of workers the optimal ways
of doing any work [19].

H. Emerson focuses readers’ attention on the thought
that is not labor, capital or land that created and continue creat-
ing today’s modern wealth. Ideas — that’s what create the wealth.
All that is needed is the ideas that more rationally create the
natural conditions, as well as the reduction of labor, capital and
land for the production unit. Ideas were the dominant force
and they should be focused on reducing losses when creating a
more efficient industrial system. H. Emerson felt that the main
disease of the industry is a defective organization. Thus, the
position of this scientist regarding the rational organization of
economic activity reveals the question of production efficiency
on a large scale. According to H. Emerson, the most advanta-
geous ratio between aggregate costs and economic benefits is
efficiency. He believed that true performance always ensures
maximum results with minimal effort while the exertion, on
the contrary, leads to significant results only with extraordinary
efforts. Exertion and productivity are not just the same things,
but things being exactly the opposite. To work hard means to
put maximal efforts into action. To work productively means to
apply minimum efforts. [19].

Fundamental provisions of the classical school were sub-
sequently developed by new methods of studying the issues of
production efficiency by neoclassical school representatives.

V. Pareto, in his theory of economic optimum, sought
optimal solutions in the interests of the greatest efficiency of
economic activity. He made a point to solve the problem of op-
timal distribution of economic resources and produced goods.
However, as a criterion, the condition was accepted: under cer-
tain conditions, no one can improve his/her position without
worsening the position of any other [8].

V. Pareto stated that the problem of growth in welfare
of poor classes is more likely to be the problem of production
and preservation of wealth than of distribution. He believed the
most faithful means of improving the situation of poor classes
are to make wealth grow faster than the population [21]. This
scientist sees production increase as a determining factor in in-
creasing the well-being of the population in comparison with
the distribution of wealth.

An important contribution of V. Pareto to science is the
formulation of the concept of “Pareto optimality”. By optimality
he understood “equilibrium state” from which any redistribu-
tion of resources or products cannot be made so as to make the
position of any one rational subject better off without making
the position of at least one worse off... Therefore, the move-
ment towards optimality is associated with such a movement
of resources that raises the welfare of at least one person, not
worsening the situation of others under conditions of achieving
economic optimality [19].

The literature provides many approaches to the evalua-
tion of efficiency, which is connected with theories concerning
its formation and definition.

O. Kuznetsova in her article “On the Essence of Econom-
ic Efficiency” distinguishes five theories of efficiency (Fig. 1)
[22].

Efficiency Theories

! |

! |

dynamic adaptive

statistical

economic synergetic

Fig. 1. Efficiency Theories

According to O. Kuznetsova, the adaptive theory con-
siders efficiency as creativity of entrepreneurial activity in
view of the present situation; the dynamic one — as using
available resources over a period of time; the statistical theory
—as the efficiency of production systems functioning under
the influence of time factor; the synergistic theory — as the
result of interaction of two or more elements in a general sys-
tem, which are characterized by the fact that their effect in
the form of their simple sum significantly exceeds the effect
of each individual element; the economic theory — as the ratio
of the useful result to costs of the factors of the production
process [22].

Conclusion. The generalization of the evolution of
views on the formation and development of economic effi-
ciency has allowed to state that the authors of the analyzed
works made a significant contribution to the development of

modern science. The carried out analysis has shown that the
concept of “efficiency” is always associated with the ratio of
result value to costs value. Economic efficiency is considered
as a subjective, individualized assessment of an object and has
a final result.
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