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Abstract: This paper is focused on the mechanism of detecting and using production reserves by analyzing
the reserve component of productive capacity. The classification for the main types of underproduction
reserves, as well as the corresponding methods for enhancing the effectiveness of their use at an industrial
enterprise, are proposed. The approaches to detecting and implementing the production reserves allow one to
comprehensively study the regularities and trends in the development of engineering, technologies, production
management, labor and management; to reveal, comprehensively assess and develop a strategy for reasonable
use of production reserves in order to increase the performance of production activity.
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INTRODUCTION In this  aspect,   one  should  regard  reserves  not

The existence of potential capacities (reserves), both the  capacities  that  are  not used. The feature of this
explicit and implicit ones, is a prerequisite for normal study is that it  was  only  real  capacities  of an
functioning and development of any economic structure. enterprise, which are relatively ready to be used, were
Hence, the main objectives of managing the reserves of included into the reserve base. For instance, these
production activity as a subsystem for managing the capacities include the incomplete use of production
productive capacity of an enterprise include the following: facilities, excess inventories, scientific and technological

Detecting and classifying production reserves;
Determining the priority directions for using The capacities should possess the following
production reserves to achieve the assigned goal; characteristics:
Elaborating the organizational and economic
mechanism to ensure the implementation of They are not used in economic activity of an
production reserves, which is based on continuous enterprise, unless an additional profit from their
detection and use of the production reserves. implementation and the conditions of its distribution

MATERIALS AND METHODS They were deliberately formed in order to reduce the

The evolution of formation of concepts about the associated with the uncertainty of the future
reserves of the increase in performance of productive situation; hence, to ensure freedom for maneuvering
activity of an enterprise comprised three stages. in management decision making;

Reserves as production losses. preparatory work to be done and certain investment
Reserves as under-used resources. of additional resources (first of all, financial ones) to
Reserves as additional capacities. be made.

only  as under-used  production  resources  but also as

ventures, etc.

become known;

tension of production plans, reduce the risk

Their implementation may require some additional
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Fig. 1: Production capacity curve.

Main Body: Functioning of the economic systems the productive capacities in order to attract the most
assumes two development paths, which can be illustrated efficient and intensive methods (second-type
using the productive capacity curve (Fig. 1). First, the reserves). They result from the more qualitative
system that is conventionally characterized by a state conversion of production factors;
described by any point (e.g., point N) located within the The unused reserves result from large-scale
curve of productive capacities, is also characterized by economic phenomena and processes being of either
incomplete use of resources. The implementation of an an internal or external character with respect to the
existing reserve allows the system to move towards the enterprise (third-type reserves).
threshold of productive capacities, thus drawing the
resources that are not used into the production [1]. It should be mentioned that it is a rather conventional
Second, when the cutting-edge technologies are used, the generalization, since the productive actuality is
system can displace the threshold of production characterized by potential presence of all three capacities
capacities right- and upwards (Fig. 1, dashed curve). In listed above. Nevertheless, this approach is rather
other words, the maximum production performance, convenient for describing the conceptual foundations for
economic growth, or their combination can be the detecting the production reserves of an enterprise.
objectives of system functioning [2]. Let us consider the main provisions of the proposed

The following conclusions can be drawn from the alternatives of the mechanism for detecting and using
aforementioned facts. First, the objective of the production reserves.
development of the production system does not Approach based on using the first-type reserves due
necessarily consist in increasing the effectiveness of to the reduction of losses of the used resources.
using the resource component of the productive capacity; The changes occur within the previously selected
there can be another objective as well (economic growth evolutionary strategy of the development of an enterprise
of the system). Second, one needs to take into account and do not alter its initial quality. The graphical
the possibility of using additional resources in economic interpretation of this  mechanism  is  shown  in  Fig. 2.
circulation and the effectiveness of their use. The dynamics of the level of using the productive

In order to substantiate the conceptual foundations capacity of an enterprise is demonstrated (the zones
of the effective management of production resources, let “actual capacity” and “reasonable capacity”). A certain
us summarize the aforementioned considerations as three amount of resources being at disposal of the enterprise
main approaches, which are based on the following are used in time interval [t ; t ]; these resources are far
postulates: from being used completely, resulting in certain

The unused reserves are production losses (first- emergence of the losses is not of any fundamental
type resources). Their implementation allows one to significance. They can be caused by technical and
reduce the loss of resources and withdrawal of technological, organizational-management, or other
production reserves from the economic circulation; drawbacks, as well as by deliberate production strategy of

Fig. 2: Mechanism for detecting and using the first-type
reserves

The unused reserves are the potential for broadening

0 1

production losses. In this instance, the mechanism of
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an enterprise, which is focused to the formation of
excessive reserves [3]. In either case, these losses hinder
the growth and development of productive activity.

A certain mechanism of loss elimination is induced at
point t , resulting in the emergence of reserves for1

increasing production at an enterprise and starting the
reduction of losses of the resources used. However, this
mechanism acts only until it reaches a certain boundary
(only in the [t ; t ] range). Fig. 3: Mechanism of detecting and using the second-1 n

By instant t , the mechanism exhausts its capacities type reservesn

as a motive force; the equilibrium between the amount of
the resources used and losses is  attained  in  the  range which gives certain freedom in management decision
(t ; 8) again. If one compares it to the range [t ; t ], the making and reduces the degree of risk caused byn 0 1

production equilibrium shifts towards the more effective uncertainty in future events [8].
use of resources and loss reduction. The graphical interpretation of the mechanism of

Since the first variant of the mechanism takes into detecting and using the second-type reserves is shown in
account the intraeconomic production reserves, a number Fig. 3.
of well-known methods for the analysis of financial and Identically to that in Fig. 2, the dynamics of the level
economic activity of an enterprise (direct calculation, of using the productive capacity of an enterprise is shown
comparison, factor analysis, function cost analysis, (the “actual capacity” and “reasonable capacity” zones).
marginal analysis, etc.) can be used to assess them in Within the [t ; t ] range, the enterprise uses a certain
practice [4, 5, 6]. amount of production resources at its disposal. However,

The approach based on using the second-type not all the available resources are used. The equilibrium of
reserves that emerge due to the expansion of productive using the production factors is observed in this time
capacities by attracting the most efficient and intensive range.
methods. The market changes constantly exert an effect on the

The changes occur along with implementation of the production factors, sometimes causing contradictions
previously selected strategic reference points; i.e., they between these factors in terms of the development of
do not alter the initial quality of the primary strategy of production and economic relationships [9]. In this case,
the enterprise, while assume that a certain complex of qualitative transformation of the production factors will be
‘revolutionary’ measures mostly associated with adoption a source of formation of production reserves. At instant
of achievements in science and technology and t , there is a certain revolutionary shift in the activity of
implementation of innovative technologies is used [7]. the enterprise, which is caused by positive increase in its

This approach does not assume complete use of development potential and the emergence of new reserves
productive reserves, since it is based on the (time range [t - t ]).
implementation of possibility of their recovery Since the development of an innovative process is
(reproduction) at a deeper qualitative level. characterized by existence of several stages and certain

The complete use of reserves can leave an enterprise duration, instant t  was selected to be a point when the
without any resources and the corresponding ability to resulting production reserves at the enterprise started to
change [7]. be used (Fig. 3). Hence, the process of using reserves in

It is important to take into account the significance of order to enhance the effectiveness of use of the potential
the capacity to renew reserves, since it forms conditions of the enterprise occurred in the time range [t ; t ]. It is
for efficient activity of all the departments of an enterprise important to mention that the indicator of effective use of
by ensuring its high flexibility and adaptability to the resources in each point within the range [t ; t ] not
permanent changes of the environment. This capacity only can exceed the same criterion attained in point t , but
acts as an additional stimulus for the managers who also become higher than the total productive capacity
perform regular rationalization activity (development, during the previous period. The reason is that the
implementation and  the   use   of  technical  innovations), innovative  processes cause progressive and qualitatively
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Fig. 4: Mechanism of detecting and using third-type both on the increase in effectiveness of using the
reserves. productive capacity and on broadening the boundaries of

novel changes in the production sphere, which provide In other words, the enterprise can get an access to the
additional opportunities for the development of previously inaccessible reserves for growth and
production facilities and implementation of new development [11]. Such innovation changes are induced
technologies, for the use of advanced elements of labor by large-scale economic phenomena and processes that
management and other innovative technologies. Thus, the are either internal or external with respect to the
constant growth and large-scale reproducibility of the enterprise.
production reserve of an enterprise along with the more
efficient transformation of the production factors, which The external processes of this type can be caused by:
is based on technological advance, is demonstrated [9].

At point t , the innovation mechanisms started at Changes in the trends of the development of globaln

point t  lose their motive force and stop functioning. economy;1

Hence, it follows that the equilibrium between the Drastic changes in Russian economy, its political
production factors is attained again in the range (t ; 8). status;n

The production equilibrium, identically to that in the case Development of productive forces;
of using the first-type reserves, shifts towards the more Increased participation of Russia in global economy;
effective and reasonable use of resources as compared to Drastic changes in state macroeconomic, industrial,
the time range [t ; t ]. budget and tax policy, etc.;0 1

A distinctive feature of using intensive production Change in the legal status;
reserves associated with the scientific and technological Development of financial and industrial groups by
advance, rationalization of production, formation of forming modern large-scale production;
organizational and technological reserves is their Merging of the companies, etc.
obsolescence that occurs rather rapidly. Hence, these
reserves exist during a limited period of time, while the late The internal processes can be caused by:
use of these reserves can turn out to be associated with
direct losses for a company. Implementation   of    large-scale   innovative

The approach based on using the third-type reserves projects;
that emerge due to large-scale economic phenomena and Expansion of the scope of activity of an enterprise
processes that are either internal or external with respect via diversification;
to the enterprise. Change of an enterprise owner;

These changes affect the original quality of the Enterprise  reorganization    and  restructurization,
corporate   strategy,   resulting  in  a  transition to etc.
another, a fundamentally new, strategy of the enterprise.
This transition can occur either in an evolutionary or The aforementioned list does not include all the
revolutionary manner [10]. variety of economic processes and phenomena that alter

The graphical interpretation of the mechanism of the boundaries of the capacity of using the production
detecting and using the third-type reserves is shown in reserves. The changes can be aimed both on the
Fig. 4. The time dynamics of the changes occurring in the expansion and narrowing of the opportunity of enterprise
system is illustrated (identically to Figs. 2 and 3). growth and development.

Certain innovative mechanisms resulted in the
formation of additional reserves for production growth
and changed the equilibrium between the production
factors at a qualitatively higher level.

Let us examine how the third variant of the
mechanism   fundamentally   differs  from  the  two
variants discussed above. In this instance, launching of
the innovative mechanisms will have a positive effect

potential capacity for the development of the enterprise.
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The reserves are supposed to become a full-fledged 4. Barngol’ts, S.B. and M.V. Mel’nik, 2003.
part of the total management of the productive capacity of Methodology of Economic Analysis of the Activity
an enterprise. The directors of modern industrial of the Managing Party. Moscow: Finance and
companies need to acknowledge the objectivity and Statistics. In Russian.
reasonability of existence of reserves in the intraeconomic 5. Lyubushin, N.P., 2005. Complex and Economic
mechanism, as well as the demand for their legalization. Analysis of the Economical Activity. 2  Ed.
The major advantage of the proposed conception is that Moscow: UNITI-DANA. In Russian.
it allows one to comprehensively study the regularities 6. Desel, J. and T. Erwin., 2000. Modeling, simulation
and trends in the development of technologies, industrial and analysis of business processes. Lecture Notes in
engineering, labor and management, to evaluate these Computer Science, 1806: 129-133.
parameters and to elaborate a strategy of reasonable use 7. Prastacos, G., K. Soderquist, Y. Spanos and L. Van
of production reserves to enhance the effectiveness of Wassenhove, 2002. An integrated framework for
productive activity. managing change in the new competitive landscape.
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