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Аbstract. The article reveals the substance of the 

category of “mechanism” and analyzes approaches to its 
formation as an element of the management system.  
Conceptual principles of management mechanism of 
industrial potential development using subject-object 
approach are defined. There are identified the elements 
of the state administration mechanism based on micro- 
and macroeconomic “resource – result” models and on 
the receipt of the best possible result with the optimal 
combination of different functional blocks. Stage-by-
stage methodology of its formation based on program-
purpose approach is offered.   
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Formulation of the problem. The key 

problem of modern economic development of the 
country is finding the way out of the protracted 
economic crisis. Thus, structural and technical 
modernisation of industry is considered as a 
strategic vector of future economic growth that 
must become the basis for future positive changes 
in the economy. Hence, the industrial potential 
becomes the foundation for structural improvement 
of national economy, and its development will 
assist the rapid accumulation of scientific and 
technological innovations that will lead to the 
formation of innovative economy as a transitional 
period to post-industrial type of development.  

With the account of the strategic role of 
industrial potential, there arises the necessity of 
effective state administration able to provide 
progressive changes in its development. Formation of 
management mechanism, selection of its basic 
elements and adjustment of the balanced interrelation 
between them will increase the management quality, 
effective use of present potential and achievement of 
strategic vectors of economic development considering 
the processes of European integration and world 
globalization on the whole.  

 
Analysis of recent research and publications  
Conceptual principles of state administration 

are widely highlighted in works of native and 

foreign researchers. According to the well-known 
American philosopher F. Fukujama, it was just the 
reduction of the role of the state during the last 
years that resulted in world crises [1, p. 20].  
О. V. Raevneva states that the most active element 
of a management system is a mechanism [2, p. 225]. 
О. Korotych believes that “a certain management 
mechanism is the tool for realization of purposeful 
transformations” [3, p. 25].  

A considerable contribution to the development 
of a toolset of management mechanism has been 
made by O. Kuzmin and O. Melnyk who suggested 
distinguishing five general functions of 
management: planning, organizing, motivating, 
controlling, and regulating, which are performed 
with the account of specific features of the 
management object [4, p. 58]. However, most 
current scientific research focuses on the 
development of management mechanism at the 
local level (an economic entity – an enterprise [2–
11]), while the issues  forming the state 
administration mechanism of industrial potential 
development at higher hierarchical levels remain 
poorly studied.  

The objective of the research is to justify 
the content of the mechanism of state 
administration of industrial potential development, 
and to identify its structural elements as well as 
develop methodology of its formation. 

It is worth noting that scientists and 
practitioners interpret the concept of “mechanism” 
differently. It is believed that this term appeared 
due to the development of engineering sciences. 
Taking into account the content of this concept as 
an economic category, it is possible to distinguish 
three basic approaches to its determination: 

– as a means, an instrument of influence;  
– as a system of interrelated elements; 
– as a sequence of processes. 
Zh. M. Balabaniuk states that a mechanism 

is “the system, which determines the order of any 
type of activity [5, p. 190]”. Compliance with the 
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order is achieved due to the clearly defined 
purpose, which is a basic element of the 
mechanism. Besides the purpose, there are 
identified functions, methods, principles, 
instruments and levers as elements of mechanism, 
the application of which allows achieving the 
defined purposes. Using the subject-object 
approach it is possible to divide all the elements of 
the system into the elements of a managing 
subsystem and the elements of a managed system.  
The authors of the work [6, p. 178] suggest dividing a 
mechanism structurally into two blocks: a 
management system and a target subsystem, within 
the limits of which it is possible to determine 
management effectiveness. Such a division allows 
separating clearly the key elements and arranging 
the relations between them. This makes the system 
more balanced and improves the quality of 
management.  

In the context of our research, it is the 
development of industrial potential that is 
considered to be the managed subsystem, which, 
under modern conditions, requires the immediate 
interference of the state in order to regulate the 
structural disproportions and to establish the 
balanced interaction within the system. As to the 
subject of management, it should be examined at 
some hierarchical levels: international, national, 
regional, and local. Levels of management are 
characterized by certain subordination related to 
the differentiation of functions and identification of 
various areas of responsibility.  

O. Fedorchak defines the management 
mechanism as a system having a certain structure, 
methods, leverages and instruments of influence on 
the object of management [8]. The purpose is 
achieved just through the functional elements of 
the mechanism, which are shown in their general 
form in Fig. 1.  

It is worth pointing out that though the 
mechanism’s division into elements is typical, the 
internal content of these elements considerably 
depends on the essence of the object. So, taking 
into account the specific features of the object 
being managed, we suggest distinguishing the 
following elements of the mechanism of state 
administration of industrial potential development 
(Table 1).  

Mechanism, as a whole, is a harmonious 
combination of elements accounting specific 
features of modern stage of economic development 
of the country and its strategic goals. 

First of all, it is possible to estimate the scale 
and possibility to use resources on the basis of 
formation of the system of input and output growth 
indicators. The input parameters answer the 
question what we have, while the output 
parameters – where it is better to use the available 
resources.  

A macro-environment is characterized by 
considerable changeability and causes changes in 
the size of industrial potential by input and output 
criteria. Thus, components of industrial potential 
are variables dependant on the factors of influence, 
which are to be reasonably united into groups 
depending on the nature of changes they cause, that 
will allow creating a by-element structure of macro 
environment with the effective system of relations. 
Under these conditions, development of industrial 
potential is the result of joint influence of 
integration of institutional and legal, economic, 
social and cultural, geopolitical, scientific and 
technological, natural and ecological environment.  

Optimization of industrial capacity should be 
oriented to the needs of the internal market, taking 
into account the requirements of the industrial 
modernization and global integration processes 
with the aim of entering foreign markets with the 
domestic industrial production. As Kindzerskyi 
Yu.V. states, “tactics of structural changes should 
be extracted from the need to focus on specific 
segments of domestic and foreign markets”  
[12, p. 533]. Thus, both current state of industry and 
future targets should be taken into account now.  

There was a considerable increase of 
research concerning spatial economy during the 
last decade. Space is no more limited only to the 
territorial aspects; it gained complexity with regard 
to the allocation of its structural elements. Based 
on the systems approach, the model of 
multidimensional space, offered by М. М. Gabriel, 
includes five constituents (person, function, 
conditions, geometry, time) [13, p.533]. The issues 
of spatial organization of industrial production are 
more often reduced today to creation of industrial 
clusters as an innovative form of organizing the 
national economy. М. Porter characterizes 
industrial clusters as groups of interdependent 
enterprises, institutions, organizations that can 
cooperate and are geographically concentrated  
[14, p. 149]. The cluster model of industrial potential 
development will allow to get a synergistic effect 
as a result of integration of interests of different 
participants with a common goal.  
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Table 1 
Specific Elements of the Mechanism of State Administration  

of Industrial Potential Development 
Elements of the mechanism Essence of the mechanism elements  

Formation of input and output 
indicators of industrial potential 
development  

Determination of indexes, which characterize input and output 
indicators in order to fulfil complex evaluation of the level of industrial 
potential development 

Analysis of the factors influencing the 
development of the industrial potential 
development 

Establishment of cause and effect relationship between the indicators 
that represent the factors of influence and the indicators that 
characterize the development of industrial potential  

Structuring the industrial potential  Optimization of structural development of the industrial potential  
Spatial organization of industrial 
potential  

Identification of industrial clusters and analysis of their influence on the 
development of industrial potential  

Introduction of innovations Assessment of possibility of certain type of activity to produce science-
intensive products  

Development support Formation of the support system (infrastructure, information, marketing, 
logistic) to ensure functioning of basic potential elements (industrial and 
economic, social and labour, financial and investment and innovative 
components) 

Establishment of relationships between 
management bodies  

Allocation of local, regional, and national priorities in development and 
differentiation of powers  

Means, ways, and sources of attracting 
resources   

Methods and techniques of state administration: preferential bank loans, 
tax benefits, organization of public contracts, investments attraction etc. 

Effectiveness  A comparison of the actual performance with the planned one 
(predicted) 

Efficiency Comparison of the results obtained with the resources used 
 
Improved by the author 
 
Taking into account rapid development of 

scientific and technical progress as a basic factor of 
forming innovative economy, production of 
scientifically-intensive goods is the guarantee of 
successful economic development of the state. As a 
result, one of the main tasks of state governance is 
formation of the national innovative system, in the 
scopes of which realization of specific functions 
involves taking into account requirements of the 
economy of knowledge. Just its elements provide 
promotion of the innovative idea to the market, cause 
technological changes in the structure of industrial 
potential in order to form higher technological modes 
by increasing the share of high- and medium 
technology industrial manufacturing.  

Distinguishing securing elements is, first of 
all, connected with the necessity of creating 
suitable conditions for functioning of the basic 
components of the industrial potential. It is worth 
noting that development of industrial potential 
today is not possible without formation of the 
objects of social, market and innovative 
infrastructure.  

According to the common aim, subjects of 
management realize administrative influences 
through the system of regulators. Elements under 
their influence change their state, acquiring more 
perfect forms. In case of finding out negative 
deviations, the role of regulators is reduced to their 
removal and regulation in order to achieve the 
desirable result. That is, there is a feed-back 
between regulators and the objects of management 
that involves taking into account the reaction of 
other mechanism constituents to changes in the 
system of regulation. 

Interrelation between the management 
bodies is based on chain dependence and provides 
direct as well as indirect influence. The essence of 
interrelation is reduced to setting the only 
development vector both on national and on 
regional and local levels. 

The expected results of the mechanism 
realization are increase of industrial production 
capacity, expansion of markets, removal of 
structural disproportions of the development 
and creation of progressive technological 
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structure of industrial potential in order to set 
up the innovative development model. 
Efficiency is the mechanism implementation 
quality criterion and is determined by the 
possibility of obtaining added gross output per 
unit of spent resources. 

Taking into account the conceptual approach 
to the process of management based on a program-
aimed method, we suggest specifying the following 
stages in the process of forming the mechanism of 
state administration of industrial potential 
development (Fig. 2). 

 
 Research of indexes of industrial potential development in dynamics, 

finding out main tendencies of the development, carrying out complex 
evaluation of the development level 

 

Stage 1 

Stage 2 
Diagnostics of functioning of state administration mechanism of industrial 

potential development, determining the weak points, finding unproductive links 

Stage 3 
Estimation of possibilities of improving of state administration mechanism of 

industrial potential development and drawing up the proper program document 

Stage 4 Working out of events directed at program tasks realization, their step-by-step 
introduction on various hierarchical levels of management 

Stage 5 
Estimation of effectiveness and efficiency of the conducted reforms as to the 
improvement of management quality and achievement of the planned indexes 

of industrial potential development 

 
 

Fig. 2. Stages of forming the mechanism of state administration of industrial potential development 
Improved by the author 

 
Conclusions and perspectives for further 

research 
Summing up the defined conceptual basis 

and paradigms done by scientists, the mechanism 
of state administration of industrial potential 
development should be referred to as a multi-
component system of influence formed by subject-
object approach through balanced combination of 
functional blocks united by a common purpose that 
provides the achievement of the desirable result. 
The distinguished blocks are interdependent, that 
means that occurrence of changes in one block 
unavoidably leads to changes in another one, it 
being a component of a single system. Keeping to 
the sequence of the defined stages of forming the 
state administration mechanism of industrial 

potential development will allow implementing the 
“resource-result” model that will promote the 
improvement of the management quality. 

Improvement of the mechanism must be 
carried out towards setting up social responsibility 
of the authority for the consequences of the 
conducted reforms; establishing a control 
institution that would monitor implementation of 
the set tasks; introducing a quarterly accounting 
statement about the results; increasing informative 
awareness of population. These directions will be 
expanded in further scientific research. 
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