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DEFINITION OF THE CATEGORY OF ORGANIZATIONAL
AND ECONOMIC MECHANISM IN THE CONTEXT
OF THE ECONOMIC MECHANISMS DESIGN THEORY

BU3HAYEHHS KATETOPII OPTAHIBAIIIMHO-EKOHOMIUHOT'O MEXAHI3MY
B KOHTEKCTI TEOPII IPOEKTYBAHHS EKOHOMIYHUX MEXAHI3MIB

The article defines the essence of the category of organizational-economic mechanism in the context of the theory of
designing economic mechanisms, developed by the Nobel Prize laureate L. Hurvicz and later supplemented by E. Maskin and
R. Meyerson. A comparative analysis of the category of economic mechanism, organizational mechanism, organizational and
economic mechanism is carried out in terms of systemic, process, and resultant approaches. The author's definition of the
concept of organizational and economic mechanism is provided. Mechanisms are defined as a system of interconnected economic
tools, processes, rules, and structures that are formalized and ensure the organization and coordination of economic activity
to achieve desired goals that take into account the interests of the participants in the environment in which this mechanism is
applied. A mathematical model describing this category in the context of the economic mechanisms design theory is presented.
The prospects of using the approach proposed by L. Hurvicz for the study of the organizational and economic mechanism of
interaction of the health care enterprises are determined.

Keywords: mechanism, economic mechanism, organizational mechanism, organizational and economic mechanism,
economic mechanisms design theory.

Y ecmammi docniosxcyemuca cymuicms ekoHoMIyHOI Kame2opii 0peaHizayitiHo-eKOHOMIYHO20 MeXaHizMy 8 KOHmeKcmi meopii
NPOEKMYBAHHS eKOHOMIYHUX MeXanizmie, po3pobrenol naypeamom Hobeniscovkoi npemii JI. Typsiuvem ma 32000m 00noeHeHol
E. Mackinum i P. Metiepconom. IIpoeedeno nopieHsaibHull ananiz Kameeopiti 20Cno0apcbko20 MexXaHizmy, OpeaHizayitinoco
Mexamismy ma Opeami3ayiiHo-eKOHOMIYHO20 Mexanismy. Pozenamymo cymuicmv 0OCMAaHHb020 MeXawmizmy 3 MOYKU 30pY
PI3HUX MemOOON02IYHUX NIOX00I8, 30KpeMa CUCTNEMHO20, NPOoYyecHoz2o ma pesyivmamuoeo. Hadano asmopcvke usnauenus
NOHAMMA OP2AHI3AYILIHO-eKOHOMIYHO20 MeXaHismy. Mexanizm usHauaiomvcs K Gopmanizoeana cucmema 63acMONo8 a3anux
EKOHOMIYHUX THCIPYMEHMIS, NPOYecis, npasul ma CmpyKkmyp, SKi 3a0e3neuyoms 0peaHizayio ma KOOpOUHAYio eKOHOMIYHOT
OisinbHOCMI 01 OOCACHEHH NOCMABIEeHUX Yinell 3 YPaxy8aHHaAM IHmMepecie VUACHUKIE cepedosuyd, 6 AKOMY yell MexaHizm
sacmocogyemoca. [lpedcmasieno mamemamuyny Mooenb, wo ONUCYE ONMUMANbHUL OP2aHi3aYilIHO-eKOHOMIYHUL MeXaHizm
83AEMOO0II  eKOHOMIYHUX CYO'ekmie 6 KOWmeKcmi meopii KOHCMPYIOBAHHS MexaHizmie. 32i0Ho yici meopii, po3pobka
ONMUMATILHUX MEXAHIZMIE IPYHMYEMbCA Ha meopii ieop. Mexanizm 6usHAUaAemvcsa K 63AEMO0Isl eKOHOMIYHUX azenmis, (popma
cmpameziunoi epu. Exonomiunum mexanizmom JI. I'ypeiu nazusae cucmemy, y AKiil yUaCHUKU OOMIHIOIOMbCS NOBIOOMIEHHSMU,
Wo U3HaAUAOMb pe3yibmam ix 63aemooii. Hatimenw echexmusnumu € npoekmu 3 GUCOKOIO YUCETbHICMIO YYACHUKIE | CIAOKUM
oominom iHGhopmayicto. Baxciueoio ckaado6oio meopii € NOSACHEHHs. MOo20, SIKI IHCMumyyii yu Mexanizmu po3nooiny pecypcie
HatKpauje MIHIMI3YIOMb eKOHOMIYHI empamu, noe'si3awi 3 npusamuicmio inghopmayii ma cxunvHicmro aoodetl 0o oomary. Taxodc
meopis Ha0ae HeOOXIOHUL AHANIMUYHUL THCMPYMEHMAapil 0na upiuenHa yux npoonem. B pobomi eusnaveno nepcnexmusu
BUKOPUCMAHHSL 3aNpOnoHo6anoeo JI. Typeiuem nioxody 00 00CHIOMCEeHHS OP2aHi3ayiliIHO-eKOHOMIUHO20 MEXAHI3MY 63AEMOOIT
nionpuemcme ma ycmanos cgpepu oxopouu 300pog’s m. Kuesa.

Kniouogi cnosa: mexanizm, eKOHOMIYHUL MEXAHIZM, Op2aMI3AYIHUL MEXAHI3M, OpP2aHi3aYiliHO-eKOHOMIUHULL MeXaHi3m,
meopisi NpOeKMy8aHHA eKOHOMIYHUX MEXAHIIMIE.
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Introduction. There are a lot of scientific papers that
describe the organizational and economic mechanism as
an effective tool for managing, reforming, improving, and
innovating certain economic processes and systems. For
example, Dubina M., Serdyuk D. consider the organiza-
tional and economic mechanism of health care develop-
ment [1]; Khomenko 1., Volynets L., and Gorobinska I.
consider the organizational and economic mechanism in
the context of the functioning and development of the
enterprise [2]; Mokhnenko A., and Antonov R. studied
the organizational and economic mechanism for manag-
ing the competitiveness of an enterprise [3]; Pavlov K.,
Pavlova O., and Romaniuk R. consider the organizational
and economic mechanism as a tool for reforming the elec-
tricity market [4]; Kripak A. use the tool of organizational
and economic mechanism to describe the development
of capable territorial communities [5]. There are a lot of
similar papers, but it is noteworthy that a significant part
of the mentioned scholars begin their research with clar-
ifications or consideration of the theoretical basis of the
organizational and economic mechanism as a conceptual
category. There are approaches where authors formulate
the theoretical foundations of the organizational and eco-
nomic mechanism in the context of its application to cer-
tain economic processes and systems. Such an approach
somewhat blurs the fundamental theoretical foundations
and focuses on the descriptive component of its scope.
There are also papers of scholars who have tried to under-
stand and systematize the theoretical foundations of the
organizational and economic mechanism as a conceptual
category without reference to the scope of application.
In particular, this issue was addressed by: Khryniuk O.,
and Dergaliuk M., who identified systemic and process
approaches in most interpretations of this concept by dif-
ferent scientists [6]. Litvinov O. and Kaptalan S. argued
that the organizational and economic mechanism is a
combination of organizational and economic mechanisms,
with an emphasis on combining organizational and eco-
nomic instruments [7]. Antonenko V. and Katranzhy L.
appeal to the basic concept of building mechanisms pro-
posed by Gurvich L., Maskin E., and Meyerson R. [8].
This concept involves taking into account the interests of
economic entities. According to Antonenko V. and Katran-
zha L., it is the consideration of the interests of economic
entities that is the basis for the practical application of
such a tool as an organizational and economic mechanism.
Gurvich L., Maskin E., and Meyerson R. are the scholars
who in their works substantiate the practical application of
the economic mechanism as an effective tool for resolving
various controversial issues in economic activity. They
can be considered to have laid the fundamental founda-
tions for the theory of economic mechanisms.

Formulating the purposes of the article. The main
tasks of this article are to formalize the essence of the
organizational and economic mechanism and to present
a mathematical model that describes this conceptual cat-
egory in the context of the theory of designing economic
mechanisms, to give practical importance to this mecha-
nism as an effective tool for development, management,
and reform of various economic systems.

Presentation of the main research material. The
economic category of organizational and economic mech-
anism consists of such separate concepts as “mechanism”,
“economy” and “organization”. From the historical excur-
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sion into the etymology of the word “mechanism”, it is
known that it came into our language from the Greek word
unyovn mechané, which means “machine” and was closely
related to mechanics, and later was reflected in the theory
of machines and mechanisms. Subsequently, the principle
of operation of machines and mechanisms began to be
actively applied in other sciences and fields, being slightly
modified and supplemented.

Given the historical heritage of the concept of mech-
anism, we should pay attention to how this term is inter-
preted by the theory of machines and mechanisms. For
example, Moroz V., Bratchenko O., and Pavshenko A. give
the following definitions: “a machine is a device that per-
forms mechanical movement to convert energy, materials,
information in order to increase productivity, as well as to
replace or facilitate physical or mental labor of a person”,
and “a mechanism is a system of physical bodies designed
to convert the movement of one or more bodies into the
necessary movements of other bodies” [9, pp. 14-15]. If
these definitions are considered not only from the point
of view of mechanics, but in general, the following can
be distinguished: a mechanism is a system that performs
a certain action aimed at achieving a goal or obtaining a
result. That is, the main components of the mechanism are
system, process, and result.

The word “economy” also came from the ancient
Greeks in the form of the ancient Greek oikonomia, which
is interpreted as the rules of housekeeping. Later, this term
began to be actively integrated into the modern economic
system, expanding the range of its modern understanding.

In the classical perception, the term economy is
identified with activities accompanied by production,
consumption, and exchange. However, Hurwicz L. and
Reiter S. consider the economy and economic activity
in a broader sense. They believe that economic activ-
ity, which is classified as production, consumption and
exchange, is “limited in the availability of resources and
knowledge of technological capabilities” and empha-
size that “economic activity takes place in the context
of institutions and mechanisms, laws, customs, formal
organizations and less formal structures that range from
relatively simple, informal, often invisible arrangements
to very complex and formalized structures” and it is
these formalized structures that they call mechanisms in
the economy [10, pp. 14-15].

Hurwicz L. and Reiter S."s understanding of the eco-
nomic mechanism is close to the understanding of the
concepts of machine and mechanism from the theory of
machines and mechanisms, as mentioned earlier. They
define a machine as an algorithmic process that consists
of processing input data on “a set of agents, a set of pos-
sible environments, the distribution of information about
the environments among the agents, and an objective func-
tion that expresses the desired outcomes” [10, p. 18]. By
mechanism they mean the result of this algorithmic pro-
cess that satisfies the objective function and “is intended
to represent the system of organization and coordination of
economic activity” [10, p. 14]. They present the objective
function as “the results or actions that are considered desir-
able in each possible environment under consideration.
The environment is given by the values of a finite number
of parameters that together form the parameter space. Their
values determine the feasibility of the allocation and the
preferences of the agents” [10, p. 63].
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This approach is quite logical, thorough and lays down
the very fundamentals that should be taken into account
in understanding the concept of economic mechanism, as
it clearly combines the fundamental understanding of the
concepts of mechanism and economy and adapts them to
the conditions of modern development of society in the
context of globalization, corporatization, state alliances,
international organizations and other structures that create
various mechanisms of interaction, control, restrictions,
incentives and affect economic activity in general.

The theory of economic mechanisms is aimed at cre-
ating different types of mechanisms that contribute to the
achievement of certain goals. The overall goal of the the-
ory is to create efficient mechanisms that ensure optimal
allocation of resources and rational decision-making, and
also takes into account other important aspects such as
behavioral influences, uncertainty, and other factors.

It should be emphasized that Hurwicz L. emphasizes
that the economic mechanism represents a system of organ-
ization and coordination of economic activity and with this
opinion emphasizes that the economic mechanism, as a
conceptual category, already involves organizational and
communication activities.

The term organization itself can be interpreted as a
process, an activity to create or improve the relationships
between parts and elements in order to bring order to
processes and increase their efficiency [11]. This defi-
nition is quite aptly synchronized with the definition of
economic mechanism by Hurwitz and transforms it into
such a conceptual category as organizational and eco-
nomic mechanism.

However, analyzing the work of Litvinov O. and Kap-
talan S., who considered the essence and types of mecha-
nisms in the economy, it was found that the authors sep-
arate the organizational component from the economic
mechanism into a separate organizational mechanism, thus
introducing two separate conceptual, and also separately
highlight such a definition as an organizational and eco-
nomic mechanism. They consider all these mechanisms to
be components of the economic mechanism. In the inter-
pretation of the economic mechanism, these authors dis-
tinguish the influence on economic interests, in the organ-
izational one — the organization of interaction between the
elements of the system, and the organizational-economic
mechanism is distinguished as a complex structure that
combines the characteristics of the economic and organi-
zational mechanism [7].

Hryniuk O. and Dergalyuk M. researched scientific
opinions on the concept of organizational and economic
mechanism. Scientists discovered systemic and process
approaches in the interpretation of this concept and noted

that there is no unequivocal opinion in the scientific field
regarding the interpretation of the organizational and eco-
nomic mechanism [6].

In addition to the system and process approaches, it is
also advisable to highlight the effective approach, since the
mechanism is always aimed at achieving the final result.
In this context, it is appropriate to compare the approaches
of other scientists regarding the understanding of the con-
cepts of economic mechanism, organizational mecha-
nism, and organizational-economic mechanism using the
above-mentioned approaches.

To characterize the economic mechanism, the defini-
tions of Balanyuk I. and Tyzhbir N., Sayenko M., as well
as Litvinov O. and Kaptalan S. were chosen. The context
of these definitions is given in Table 1. The definition of
Balanyuk I. and Tyzhbir N. in the interpretation of the
economic mechanism describes a system that, through the
processes of the functioning of the economy, achieves the
result of realizing the economic interests of business enti-
ties [12]. Definition of Sayenko M. is quite general and
describes a complex mechanism by which the elements of
the economic system interact to improve performance [13].
Litvinov O. and Kaptalan S. focus more on the components
of the influence system without clarifying the mechanism
of action and its ultimate goal. Although intuitively, pro-
cess actions and expected performance are tracked [7].

As can be seen from the above definitions, the eco-
nomic mechanism also includes an organizational compo-
nent. This component is observed in the organization and
structuring of elements in the system and subsystems, as
well as in the organization of the process of realizing the
desired goal.

To characterize the organizational mechanism, the
definitions of Havrylyak O. and Mironov Yu., Gabor V.,
as well as Shlapak A. and Belyak A. were chosen. Defi-
nitions of these authors are given in Table 2. Havrylyak
0., Myronova Yu. use a systemic approach, operational
and economic processes that provide the ultimate goal,
thus creating a complete picture of organizational activ-
ity [14]. Gabor V. also distinguishes all three approaches:
the system of interconnection and interaction of forms and
methods of management, the process of organization and
management of activities, and the result of increasing the
economic efficiency of the enterprise [15].

Shlapak A. and Belyak A. similarly construct their
definition. The system approach is “systems, processes
and structures”, the process approach is “development
and implementation” and the effective approach is
“achievement of goals and objectives, streamlining of
communication, effectiveness of decisions, optimization
of resources” [16].

Table 1

Definition of the concept of the economic mechanism by various authors

Author

Definition

Balanyuk I. and Tyzhbir N. [12, p. 73]

An economic mechanism is a system of economic relations that ensures the functioning of
the economy and ensures the realization of the economic interests of economic entities

Sayenko M. [13, p. 5]

An economic mechanism is the use of certain elements of the economic system to change
and strengthen the movement of other elements of the same system. That is, we are talking
about the means or levers of increasing the efficiency of management

Litvinov O. and Kaptalan S. [7, p. 148]

environment

An economic mechanism is a set, a system of elements influencing the economic interests
of economic entities, which takes into account the peculiarities of its external and internal
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Table 2

Definition of the concept of the organizational mechanism by various authors

Author

Definition

Havrylyak O. and Myronov Yu. [14]

The organizational mechanism is a set of all rules and norms that circulate within the
organization, as well as all economic processes that the organization carries out to achieve the
main goal of its activity

Gabor V. [15, p. 102]

The organizational mechanism is a system of interconnection and interaction of forms and
methods of management, with the help of which the organization and management of the
enterprise's activities are carried out and the economic efficiency of its activities is increased

Shlapak A. and Belyak A.
[16, pp. 132-133]

Organizational mechanism is the purposeful development and implementation of systems,
processes and structures in the organization that contribute to the achievement of its goals
and objectives and vary from formal policies and procedures to technological systems and
supporting processes and serve to streamline communication, facilitate effective decision-
making and optimize the allocation of resources

Table 3

Definition of the concept of the organizational and economic mechanism by various authors

Author

Definition

Hrishnova O. and Vasylyk A. [17, p. 160]

An organizational and economic mechanism is a system of elements of organizational
and economic influence on the management process, in which there is a purposeful
transformation of the influence of management elements on the object of management
and which has input parcels and a resulting reaction

Hryniuk O. and Dergalyuk M. [6, p. 272]

An organizational and economic mechanism is a set of elements of an organizational and
economic nature (objects, subjects, goals, tasks, methods of interaction, methods, levers,
tools, etc.), interconnected and interacting with each other with moving internal and
external connections at the macro-, meso-, micro-levels of the economy, its inter-industry
complexes, industries, primary links, etc., the effectiveness of which implementation
depends on the ability to create connections, elements, incentives, etc. that are missing at
a particular moment

Kripak A. [5, p. 118]

The organizational and economic mechanism is a set of tools of organizational and
economic direction, with the help of which state authorities and local self-government
bodies ensure the regulation of processes and carry out financing of direct measures to
ensure the process of forming capable communities, in particular, the use of organizational
and economic levers and incentives provided for by legislation on the formation of capable
territorial communities

Antonenko V. and Katranzhi L. [8, p. 131]

The organizational and economic mechanism is a certain system set of management
elements (goals, tasks, functions, rules, principles, methods, etc.), which is based on
the economic interests and economic interest of the object and subject (controlled and
controlling subsystems) of management in achieving set goals in the process of the
subject's influence on the object of management

As a comparative analysis of the definitions within
the organizational mechanism shows, the economic com-
ponent is also present in the form of business processes,
management methods, economic efficiency, optimization
of resources, etc. Therefore, most scientists are inclined to
a more combined name in the form of an organizational
and economic mechanism. Table 3 shows some definitions
of the organizational and economic mechanism.

In the approaches to determining the mechanisms
by the outlined authors, several approaches can be dis-
tinguished, including systemic, process, and result
approaches. Within the framework of the system approach,
the authors consider the mechanism: as isolated elements
of organizational and economic influence (Grishnova O.
and Vasylyk A.); as a set of elements of an organizational
and economic nature (Hrynyuk O. and Dergalyuk M.); as
a set of means of organizational and economic direction
(A. Kripak); as a set of control elements (Antonenko V.
and Katranzhi L.).

It is also possible to define a process-oriented approach
as a purposeful transformation of the influence of control
elements on the object (Grishnova O. and Vasylyk A.), as
a dynamic process of system functioning at different levels
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of the economy in the form of interconnection and interac-
tion of system elements (Hryniuk O. and Dergalyuk M.), as
regulation of processes and financing of measures (Kripak
A.), the process of influence on the subject of management
(Antonenko V. and Katranzhi L.).

As part of an effective approach, authors indicate the
resulting reaction of the management process (Grishnova
O. and Vasylyk A.); and emphasize that the result is effec-
tive implementation, which depends on the ability to cre-
ate new connections, elements and stimuli (Hryniuk O. and
Dergalyuk M.); define the result as ensuring the process of
forming viable economic systems (Kripak A.); consider the
result to be the achievement of the set goals (Antonenko V.
and Katranzhi L.).

From the conclusions of the studied material, we
propose to understand the organizational and economic
mechanism as a system of interconnected economic tools,
processes, rules, and structures that are formalized and
ensure the organization and coordination of economic
activity to achieve the desired goals, which take into
account the interests of the participants of the environment
to which it is applied this mechanism. Returning to the
issue of formalization of the essence of the organizational
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and economic mechanism, we should mention the work
of Hurwicz L. and Reiter S., which offer a formalized
approach to understanding this category. They propose a
mathematical model of the mechanism, which has the fol-
lowing form [10, p. 84]:

1= (0, G H),

where /7 is an economic mechanism; @ is an environ-
ment with parameter space (system); G is a set of various
functions that describe the mechanism (process); H is the
result function that satisfies the goal (result).

In this mathematical model, scientists identified the
main components of the organizational and economic
mechanism, such as system, process and result. However,
Hurwicz L. also notes that such a model does not satisfy
the information efficiency of the mechanism, because it
has a rough coverage of parameters [10, p. 84]. That is,
the parametric environment is grossly generalized and
does not allow to effectively assess the beneficial effects of
the mechanism on its individual elements. Therefore, it is
important to introduce constraints that will make the space
of system parameters Euclidean and allow to develop an
efficient mechanism.

Hurwicz L. suggests making a selection of certain
elements (9, g h) from the parametric spaces O, G ta
H, which will allow to take into account the features of
deeper processes in the rough parameter space and make
the mechanism more information-efficient. These elements
may be different depending on the tasks that the mecha-
nism must perform.

In order to make a correct selection of parameters, it is
important to form the criteria that must satisfy the result
and set these criteria through the criteria space (objective
function F), which will make it possible to make a selec-
tion of the necessary elements from the parameter space
O and transfer them to the result space Z, which is the
space of real results Mathematically, this process can be
described as

F:0—-Z

Sometimes the result space does not match the desired
result space. In this case, the mechanism is considered inef-
fective, and vice versa, if the mechanism is effective, then
the space of real parameters is balanced to the space of
desired results. To evaluate the efficiency, you can specify
a mathematical model through the equilibrium function:

G(Z H) =0,

where Z is the space of real results in the space; H is the
space of desired results in the space.

Such a model demonstrates that the mechanism is
effective when the space of real outcomes is balanced
with the space of desired outcomes. These are only basic
models that describe the organizational and economic
mechanism. It should be noted that the development of
the model of the organizational and economic mechanism
should also take into account the features of the system
to which it is applied. The modification of various func-
tions that will describe this model depends on this. These
functions can describe both computational models and
behavioral models.

So, when we have determined the main components of
the economic mechanism, we can form a road map for the

development of a mechanism of interaction between enter-
prises and institutions in the sphere of health care, which is
the main object of our research.

1. Generalization of the environment. Since the envi-
ronment can contain an infinite number of parameters, it
is necessary to first analyze and generalize the problems in
the environment of the economic system, to determine the
key parameters and limitations affecting the development
of the system.

2. Determination of mechanisms of interaction between
agents. Investigate the system of information exchange
between agents, taking into account both official and unof-
ficial means of communication.

3. Formulation of the targeted result. Having identified
the weak links in the studied environment and interactions
between agents, that is, in the economic and organizational
structure, we formulate the goals that we want to achieve.

4. Definition of the objective function. We define the
objective function, which determines the way to achieve
the desired result through the space of parameters and the
interaction of the participants of the environment.

5. Mechanism development. When developing an eco-
nomic mechanism, the developer should focus on achiev-
ing the desired result by finding a balance in the interaction
between agents and optimizing the parameters of the envi-
ronment.

6. Validation and testing. Conducting validation and
testing of the developed economic mechanism to ensure
that it works effectively and achieves the set goals, which
include the achievement of the desired result.

In addition to the road map, an important stage in the
construction of an economic mechanism is the principles
that guide the developer in the construction of an economic
mechanism, namely: efficiency, transparency, fairness,
adaptability, innovation. These are general principles that
are important in the development of any mechanism and
determine the basis of the functioning of economic mecha-
nisms for the effective and sustainable development of eco-
nomic systems. The list of these principles is not exhaus-
tive and depends on the researched environment and the
results that the researcher wants to obtain.

Conclusions. The organizational and economic mech-
anism is a fairly universal tool in building the effective
operation of various systems, therefore its understanding,
theoretical and methodological bases are quite broad and
not systematized. The design of an organizational and
economic mechanism is closely related to the scope of its
application, therefore, in the scientific space, the theoret-
ical basis of an organizational and economic mechanism
very often takes into account the features of the system for
which it is developed. This approach expands the theoret-
ical base of this concept on a large scale and erodes its
fundamental foundations. This work highlights the funda-
mental foundations of this concept using systemic, process
and effective approaches to its understanding. The model
presented in the work is based on the mechanism design
theory and clearly reflects aspects of the system, process
and result. Such a model can be slightly modified depend-
ing on the features of the system for which the mechanism
is being developed. Further development of the method-
ological base involves the classification and clustering of
various systems for the development of generalized meth-
ods adapted to a particular class of system.
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