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Androshchuk . O., Riedrieiev R. A. The Conception of Local Economic Development as an Instrument
for Sustainable Economic Growth of Territories: Ukrainian Aspect

The aim of this article is to study the conception of local economic development as an instrument for sustainable economic growth of territories in the context of
decentralization, including the process of implementation of foreign experience of this conception in Ukrainian realities. The article analyzes modern theories of
local economic development. An analysis of the definition of the concept of «local economic development», key elements and basic principles is carried out. The
main barriers that hinder local economic development are noted, namely: financial and economic, innovative, social, environmental, political, lack of motivation
and controlling system, as well as institutional barrier. The key risks characteristic of the general goals of local economic development are studied, including: risks
of physical capital; risks associated with technological innovations; human capital risks; social capital risks, as well as risks related to the macroeconomic environ-
ment; risks related to the technological environment; ecological risks; risks associated with the cultural environment; infrastructure-related risks and political and
legal risks. The key stakeholders of local economic development have been identified, which include: the government, local self-governments, non-profit organiza-
tions, business organizations, international organizations and the population. An analysis of the activities of stakeholders in the measurement of international
trends is carried out. The advantages for the development of territories through the use of the conception of local economic development are substantiated. It is
proved that the implementation of the conception of local economic development, taking into account the positive experience of foreign countries, will acceler-
ate the development of the domestic economy and reduce the negative dynamics of destructive changes due to military aggression on the territory of Ukraine.
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AHdpouwyk 1. 0., Pedpees P. A. KoHuyenyis micyeso20 eKOHOMIYHO020 PO38UMKY K iHCMpPYyMeHmM cmas020 eKOHOMiYHO020

3pocmaHHA mepumopili: ykpaiHceKuli acnekm
Memoto daHoi cmammi gucmynae docnideHHA KoHUenyii Micyeso2o eKOHOMIYHO20 PO3BUMKY AK IHCMPYMeHMy cmasno2o ekOHOMIYHO20 3pOCMAHHA Me-
pumopili 8 ymosax deyeHmpanizauii, y momy Yucai npoyecy imnaemeHmauii 3apybirHozo docsidy yiei KOHYenyii 8 yKkpaiHcoKux peaniax. Y cmammi npo-
GHAI3080HO Cy4aCHi meopii Micyesoeo eKoHoMiYHO20 Po3sumKy. 30ilicHeHo aHani3 deiHiyii MoHAMMA «micyesuli eKOHOMIYHUL PO3BUMOKY, K/KOYOBUX ene-
MeHmig ma 6a308ux NpuUHYunie. Bid3HayeHo ocHOBHI bap’epu, AKi nepewKoo#ams Micuesomy eKOHOMIYHOMY PO3BUMKY, G came: (iHAHCOBO-eKOHOMIYHUL,
iHHoB8aYjiliHU, couianbHul, ekonoeidHul, noaimuyHul, 8idcymHicme momueayii ma cucmemu KOHMPOsiHey, a makox iHcmumyuitiHuli 6ap’ep. JocnioxeHo
K/110408i PU3UKU, XapaKmepHi 0114 3a2anbHUX Yinel Micyeso20 eKOHOMIYHO20 PO38UMKY, ceped AKUX: PU3UKU (i3U4HO20 Kanimasny; pusuKu, Nos’a3aHi 3 mexHo-
N10214HUMU iHHOBAUAMU; PUBUKU MHOOCLKO20 Kamimasty; pU3UKU CycrinbHOo20 Kanimany, a makox PU3UKU, Wo CMOCyomsCa MAaKpOeKOHOMIYHO20 cepedosuLya;
PU3UKU, W0 CMOCYHMbCA MeXHO02i4H020 CepedosuLya; PUUKU, 08'A3AHI 3 eKonoiYHUM cepedosuLem; pu3UKU, Mo6’a3aHi 3 KyabmypHUM cepedosutyem;
DU3UKU, MO8’A3GHI 3 iHhpacmpyKMyporo, ma noaimuKo-npasosi pusuKu. BusHayeHo Knt4osux cmelikxondepie micyeso2o ekoHOMIYHO20 PO3BUMKY, 00 AKUX
10 8iOHecmu: ypAd, opaaHu Micyeso2o camospa0y8aHHS, Henpubymkosi opaaHiayii, bisHec-opaaHizayji, MiXHapoOHi opeaHizayii ma HaceneHHs. 30diticHeHo
aHani3 dignbHOCMI 3auiKasneHUX CMOpiH y 8UMIpI MiXHapoOHUXx meHOeHyill. O6rpyHMo8aHo nepesazu 05 PO38UMKY Mepumopili WASXOM BUKOPUCMAHHS
KOHUenyii micyesoeo ekoHOMIYHO20 po38umky. [JosedeHo, Wo peanizayis KOHYenyii Micyesoeo ekOHOMIYHO20 PO3BUMKY 3 YPAXYBAHHAM MO3UMUBHO20 00-
ceidy 3apybirHux KpaiH 00380UMb MPUCKOPUMU PO3BUMOK 8iMYU3HAHOI eKOHOMIKU Ma 3HU3UMU He2amueHy OUHaMIKY 0eCMPYKMUBHUX 3pyLieHb Yepe3
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n modern conditions there is an urgent need to re-
form the existing system of strategic planning at the
regional and local levels of the national economy.

The documents of territorial strategic planning in
force in Ukraine cannot form a unified system of stra-
tegic planning at the regional level, and the low level of
the legislative and methodological base leads to a lack
of consistency and hierarchical interconnection of the
elements of this system. Most of the regional strategies
are also not supported whether financially or institu-
tionally, which leads to the fact that the strategies are
declarative in nature and cannot influence the imple-
mentation of the strategic goals of the State.

The good practice shows that a prerequisite for
sustainable national economic development is the self-
sufficiency of territories, their ability to rationally use
their resources. Based on the above, it is extremely im-
portant to elaborate the latest mechanisms for manag-
ing the local economic development, which allow to
combine the efforts and interests of all development
actors: executive authorities, local government, local
business and, of course, the amalgamated hromadas.

The considerable attention has been paid to the
conception of local economic development as an in-
strument for increasing the economic growth of ter-
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ritories, both in theoretical and applied researches. In
particular, the issues of the conception of local eco-
nomic development have been studied by Bates T. [2],
Bingham R. [2], Blair P. [3], Holupka S. [8], Gaebler T.
[14], Gilot R. [6], Giloth M. [20], Judd D. [9], Nelson A.
[13], O’Toole J. [15], Osborne D. [14], Parkinson M.
[9], Premus R. [3], Richard P. [8], Shlay A. [8], Sim-
mons J. [15], Teitz M. [20], Trousdale W. [19], and
Wiewel W. [20].

At the same time, the analysis of the conception
of local economic development in the Ukrainian reali-
ties in the modern conditions of the implementation
of the decentralization reform is of little attention,
primarily from the point of view of the adaptation of
foreign experience, which is the object of this research.

The aim of this study is to identify the concep-
tion of local economic development as an instrument
of sustainable economic growth of territories in the
context of decentralization, including the process of
implementation of foreign experience of this concep-
tion in Ukrainian realities.

In the 1980s, major progress was achieved in the
fields of both non-linear mathematical models and of
economic modeling in conditions of imperfect compe-
tition. This opened the way for new theories on local
economic development.
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Recent theories of local growth use advanced
mathematical tools and draw on recent economic
analytical models. We refer here to the “new eco-
nomic geography school” (Krugman, 1991; Krug-
man and Venables, 1996) and to the endogenous
growth theories (Romer 1986, 1987, 1990; Lucas,
1988; North, 1990; Barro, 1990; Rebelo, 1991; Gros-
man and Helpman, 1991; Aghion and Howitt, 1992;
Storper, 1997; Castells, 2007, 2008; Barca, 2009).

hese theories are of particular importance for
local development theory because they take
analysis beyond Edwin Von Boventer’s already-
mentioned distinction between ‘pure and exact’ region-
al theory without agglomeration economies, on the one
hand, and ‘applied regional theory; which is inexact but
takes agglomeration factors into account, on the other.

The first innovative feature of these more formal-
ized theories is that they enable elegant growth models
of a strictly economic nature to include agglomeration
economies, in the form of increasing returns, as deter-
minants of local development.

The second innovative feature of these approach-
es is their ability to escape the mechanicism of the for-
malized models which preceded them and to introduce
elements of uncertainty into both growth trajectories
and the final equilibrium towards which the develop-
ment path tends. Real phenomena accompanying de-
velopment trajectories — synergy and positive cumula-
tiveness (agglomeration economies) as well as negative
feedbacks (congestion or saturation in growth pro-
cesses) — are incorporated into the logic of the models
through the non-linearity of growth relations.

While these are the main features of the most re-
cent theories of regional growth, two groups of theories
can be envisaged: first of all the models which assume
the existence of increasing returns (at the firm or area
level) to interpret development as resulting from a cu-
mulative process of demand/supply growth, and the
models which conceive growth as resulting from in-
creasing returns on production resources, in a produc-
tion function of neoclassical derivation; for these theo-
ries, growth depends exclusively on supply elements.

The first group are theories, rooted in a model,
formulated at the end of the 1950s and then formal-
ized in the 1970s by Nicholas Kaldor, which already
conceived the existence of increasing returns intrin-
sic to the structural relations that characterize a local
economy’s aggregate growth. In this model, economies
of scale are assumed to be external to firms, taking the
form of learning economies — or learning-by-doing
economies a la Arrow. The rich and dynamic advanced
economies, with their high growth rates, also display
(in these models) greater rates of productivity growth
which generate a cumulative circle of growth.
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Myrdal’s and Kaldor’s idea of giving increasing re-
turns a key role in local development was taken up by a
school of thought which developed in the 1990s under
the guidance of the well-known economist Paul Krug-
man. Exploiting the formalization of the imperfect
competition model, Krugman and his followers pro-
duced elegant economic growth models which incor-
porated the location choices of firms. These were made
to depend on three economic factors — transport costs,
increasing returns, and migratory flows — which de-
termine, according to the values that they assume, the
existence of agglomerative phenomena (what Krugman
calls ‘geographic concentration’) or diffusion processes.

The origin of the second group of theories —
called ‘models or theories of endogenous growth’ — is
Robert Solow’s well-known model developed in the
1960s. On the assumption that the only reproducible
factor (capital) is characterized by decreasing mar-
ginal returns, Solow demonstrated that the economy
is bound to register nil per capita output growth in the
long period unless the existence of technical progress
is exogenously assumed. By so doing, however, Solow
identified the engine of economic growth as an exog-
enous factor linked to the progress of knowledge.

However, the assumption that increases in factor
productivity stem from endogenous factors — such as
innovation, scale economies, and learning processes —
requires the removal of perfect competition and con-
stant returns from the theoretical framework, and the
inclusion in their stead of increasing returns or imper-
fect markets.

cess through which local public administration

and/or the community, based on groups, man-
ages existing resources and enter into a new commit-
ment to partnership either with the private sector, or
each other, to create new jobs, employment and to
stimulate economic activities in a well-defined eco-
nomic zone” Economic development requires “re-
gional or local economic capacity development and
formulating the response to economic, technological
and social changes etc” [10].

Definitions of LED vary, but all have these com-
mon elements:

1. LEDis participative. It is based on partnerships
between local authorities, the private sector,
other public sector agents, and civil society,
to foster local commercial activity. LED initia-
tives are community-led and locally owned.

2. Local governments provide leadership and co-
ordination in the planning and implementation
of LED initiatives, either directly or through
delegation to community-based agencies.

l ocal Economic Development (LED) is “the pro-
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3. LED plans integrate efforts across sectors, de-
veloping both the formal and informal econo-
my, with a view to realizing community goals,
such as better quality jobs, reduced poverty,
environmental sustainability, and the inclu-
sion of marginalized groups, notably women,
youth, people with disabilities, and indigenous
peoples.

4. LED initiatives vary widely, depending on lo-
cal needs and conditions. They may include
the development of infrastructure, research
and innovation, skill training, attraction of new
investment, technical and financial services to
new and existing enterprises, supportive pro-
curement policies, and support for marketing.

5. LED is a long-term process, aimed at develop-
ing inclusive, resilient communities.

cal economic development, we consider it ap-
propriate to consider in more detail the guid-

Based on the definition of the conception of lo-

+ A breakdown of demographic information will
provide a more detailed understanding of the
factors associated with the local economy (e.g.
gender issues, employment profile, education
characteristics, availability of human resources
and skills).

+ Knowing the demographic characteristics of a
community will contribute to a baseline under-
standing of the impact of LED programs and
projects, particularly for monitoring and eval-
uation purposes, and for measuring the added
value, of a specific LED program and project.

Economic Information

+ This information will provide an understand-
ing of the structure, characteristics and nature
of the local economy.

+ The breakdown of local economic information
by industrial sector can provide an insight into
how the local economy is performing, is inter-
linked, which sectors are prospering, which are
declining, where business development oppor-

ing principles that should be inherited by the local
authorities in the implementation of this conception,
in particular:

tunities exist, and the aggregate value of local
productive chains.
+ Collecting labor market information can pro-

+ LED is strategically planned process;

+ LED involves the adoption of interrelated ac-
tivities in various fields;

+ LED is based on the leading role of local gov-
ernment;

+ LED is associated with the constant develop-
ment;

+ LED isbased on a leading role of local authori-
ties;

+ LED is associated with the constant develop-
ment;

+ LED is based on public involvement/participa-
tion;

+ LED is equal and aimed at ensuring the gender
equality;

4+ LED leads to effective favorable environment;

+ LED involves the establishment partnerships;

+ in the basis of the LED approach there are cre-
ativity and flexibility;

+ LED recognizes the importance of local busi-
ness and pays attention to its needs;

+ activities in dimension of LED take for the fu-
ture, the characteristic features of which are
given in the Thl. 1.

The main factors affecting local economic deve-

lopment include the following:

Demographic Information
+ Information about the people in a community
provides a basis for understanding the demo-
graphic profile of the locality, its social needs,
and current and future trends.
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vide a workforce profile that highlights skills
levels, shortages, skills in decline and LED
trends. It can be used to identify labor market
deficiencies, barriers to labor market entry and
employment take-up and potential workforce
programs, as well as identify industrial sectors
that can be assisted and encouraged to locate
in the area. It can identify specific groups of
people that are unemployed which will help
direct what LED actions are necessary.

+ Understanding the nature and extent of the in-
formal sector economy is fundamental to un-
derstanding how the local economy really func-
tions. It is important to know how the informal
sector contributes to, and operates with, the
formal sector, and how to support and raise the
productive qualities of these activities.

Business Enabling Environment Information

+ Information on the business-enabling environ-
ment provides an understanding of how mu-
nicipal government actions and activities help
to support or hinder businesses in the formal
and informal sectors.

+ It provides an understanding of the reasons for
business success and failure; the types of busi-
nesses that exist or have located in the area and
the reasons why; whether businesses view the
municipality as being supportive of the local
business community; the range and number
of agencies that support SME and business de-
velopment, the effectiveness of these organiza-
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Table 1

Guiding principles of local economic development

Type of principle

Characteristic

1

2

LED is strategically planned process

Local economic development planning is based on an understanding of local
economic, political and social conditions; competitive advantages and local po-
tential are taken into account; focus on realistic and relevant short and long term
goals / objectives

LED involves the adoption of inter-
related activities in various fields

Local economic development is not only about one thing or one sector, it pro-
vides a set of activities in various sectors aimed at building close relationships
that expand the spectrum and increase the depth of local economic develop-
ment

LED is based on the leading role
of local government

The success of local economic development depends largely on the understand-
ing and commitment of local leaders. While many possibilities may exist, they
will remain compared to unimportant in the absence of the leading role and the
desire to move forward

LED is associated with the constant
development

The environment is inalienable from the economy, and the economy cannot be
separated from the environment, therefore environmental values must be inte-
grated into the decision-making process within the framework of local economic
development. Sustainability is about balancing and building links between eco-
nomic growth, social inclusion and environmental protection

LED is based on public
involvement / participation

Involvement of stakeholders (that is, taking into account the various interests
and views of the entire population: men/women; prosperous/disadvantaged;
endowed/do not have the right to vote) in the process of local economic devel-
opment and the interest it generates are necessary prerequisites for the strategic
planning process and all activities , are needed to achieve positive change and
development. This ensures the process is flexible, non-political, transparent and
accountable

LED is equal and aimed at ensuring
the gender equality

An integral aspect of any local economic development activity is taking into ac-
count the needs, priorities, attitudes of both women and men so that they both
benefit equally from economic development

LED leads to effective favorable
environment

An ineffective or weak business environment is not conducive to starting a new
business, expanding, modernizing, or surviving local businesses. An enabling
environment implies:

1) the existence of clear rules and procedures, including those that facilitate
long-term plans, rather than a politically dependent short-term solution;

and 2) easy business entry, effective regulation and enforcement of rules and
regulations

LED involves the establishment
partnerships

The task of realizing large-scale local economic development often burdens so-
ciety with demands that it cannot fulfill on its own. There is a need to search for
additional resources and opportunities to generate income to complete certain
tasks. The most successful local economic development activities are imple-
mented within the framework of strategies that involve all levels of government,
the private sector, government agencies and other stakeholders. Collaboration
ensures the successful creation of synergies, allows to level the lack of resources
and high growth requirements. Effective partnerships are essential prerequisites
for realizing a society’s vision of economic development

In the basis of the LED approach
there are creativity and flexibility

Rapid technological, political, social and economic change requires new re-
sponses and new solutions. Thinking outside the box should be the norm, not
the exception. While every local economic development strategy must build on
proven good practice and lessons learned, it must also employ an approach that
is innovative, forward-thinking, creative, adaptable to specific circumstances and
opportunities
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End of the Table 1

2

LED recognizes the importance
of local business and pays attention
to its needs

attractive

Most communities already have established businesses ranging from small pri-
vate firms to large enterprises. However, very often, in an attempt to promote
something new or attract something new, the “best” potential for growth is
ignored - a business that is already in the region and invests in it. Because of
this, appropriate local economic development measures should be based on the
better understanding of the needs and prospects of local businesses and should
aim to make the local business environment more productive, supportive and

Activities in dimension of LED take
for the future

Local economic development activities are properly planned not just about
waiting or reacting to events. On the other hand, successful measures of local
economic development are balanced and aimed at the future

Source: generalized by the authors on the basis of [12].

tions in supporting new businesses and busi-
ness development; the state of labor relations;
which programs exist; the range of local regu-
lations that impact businesses and the costs of
doing business (many investment decisions are
based on the costs of doing business at the lo-
cal level and in some municipalities, the time
and cost to open a new business might be high-
er than others).

+ Initiating a business enabling environment sur-
vey can help to determine satisfaction by, and
opinions of, local businesses, helping to guide
the municipality to improve the actions and
activities that impact the business-enabling
environment.

Hard Infrastructure

+ This will provide information about the status
of transportation, telecommunications, gas,
water, electricity and wastewater provision.
Such data can highlight current and future in-
frastructure deficiencies and needs and helps
to prioritize investments in infrastructure for
local economic development.

Regional, National and International Informa-
tion

+ Examining information about the regional,
national and international economy helps to
identify new markets and opportunities for
business development (i.e., export activities,
flows of remittances, sectoral linkages, promo-
tion of tourism).

+ By understanding these economic linkages, it
is also possible to identify those activities that
need to be strengthened to capture value that
is realized outside the local economy. This will
increase the money circulating in the local
economy, help to create jobs and develop busi-
nesses (e. g. inhabitants spend their money in
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shops in other cities because they are not able
to find products locally).

+ Some cities, particularly big cities and export
zones, have strong ties with regions in other
countries. Others might have strong ties with
towns, cities and secondary cities. It is impor-
tant therefore to understand how to take full
advantage of the increasing connectivity be-
tween places, companies and people, strength-
ening regional and international markets for
local economic cooperation.

Institutional Assessment

One of the major factors that will determine the
local economic development effort is the quality of
local institutions. This is valid not only for municipal
government institutions such as those responsible for
providing service and regulating the local economy,
but also for private and non-governmental institu-
tions. It is increasingly important to assess the capac-
ity, performance and governance of the key institu-
tions in the local economic development process so as
to put in place the appropriate measures to improve
their ability to deliver LED. This process is known as
the “institutional assessment”.

In a ‘collaborative institutional assessment) there
is a continuous involvement of those that are going
to be assessed in the design, gathering of information
and review of findings. The role of external experts is
mainly to guide and facilitate. Conclusions are generat-
ed from the employees themselves. Experience shows
that this approach helps to internalize the importance
given to the assessment, and increase accuracy and ef-
fectiveness of the assessment as the employees of the
organizations have more confidence in the process as a
whole. Because of the characteristics of this approach,
employees are often more supportive of the institu-
tional changes suggested by the results of this form of
assessment. It can substantially reduce the costs of the
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assessment as employees undertake the majority of the
work without the need for a large contingent of expen-
sive consultants from outside the organization.

Due to variety of factors it is important to evalua-
tion of its significance. The main criteria are: mobility;
time standing; common/unique and accessibility.

Each factor must be classified by them, which are
important during the process of forming a strategy of
development.

ustainable development has been widely pro-

moted as a holistic concept which aims or targets

to integrate social, economic and cultural poli-
cies to ensure high-quality growth. However, there are
barriers combating the implementation of sustainable
development in local economy.

These barriers are the following:

+ Economic and financial barriers: economists
observed that the dominating development
model tends to focus on economic growth as
precedence rather than people’s rights or wel-
fare, and environmental processes and limits.
This requires a shift in the worldview from
treating the environment as part of the econo-
my to treating the economy as part of the envi-
ronment; strategically this means the economy
should be adapted to ensure environmental
services are maintained.

+ Innovational Barriers: in the educational sec-
tor there is a lack of innovation-oriented re-
search. This means that there has to be a closer
connection between research institutes and
the economy, which would also overcome
problems concerning the knowledge transfer
to applications in real life.

+ Social barriers: population growth, paired with
unsustainable consumption and production
patterns among the wealthy, are the biggest
social challenges to achieving sustainable de-
velopment in the world. Absent of a significant
change in human behavior, sustainability will
not be potential. There are other social bar-
riers which are: marginalization of the poor
and entrenched inequities; limited awareness
about sustainable development; environmen-
tal issues among both politicians and the wider
public fragmented civil society; inadequate
interaction between civil society and govern-
ment; insufficient incentives to for the private
sector to pursue sustainable development.

+ Political barriers: Inadequate economic, social
and environmental methods for policies, plans
and projects are the major barrier combating
the implementation of sustainable develop-
ment.
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+ Poor monitoring and evaluation systems: a ba-
sic problem is lack of specific targets (globally,
nationally and at local level), measurement
and data to track progress, resulting in a lack
of information available to decision-makers.
It is suggested for strengthening the monitor-
ing and evaluation of sustainable development
strategies in order to establish a dynamic im-
provement process, with an objective of in-
creasing their effectiveness. It is recommended
that governments should turn up deeper and
assess the socioeconomic impacts of develop-
mental projects, rather than the outcome alone.

+ Institutional barriers: institutional barriers as a
result of lack of institutional experience to op-
erate all the mechanism of democratic system
has been combating and frustrating sustainable
development in many developing countries.

The above barriers are shown schematically in
Tbl. 2.

isk identification is closely related to the for-

mulation of development objectives. Risks can

be formulated only related to objectives whose
achievement is affected by their materialization. Risk
identification process is not an objective but a subjec-
tive process, related to experience and knowledge of
the one who identifies them.

Risks are actually perceptions on factors that may
affect the achievement of certain objectives. The same
objective formulated in different communities may be
subjected to the same risks, but with different prob-
ability and impact, or may be subject to different risks.

But beyond individual cases, we intend to iden-
tify common risks specific to the general objectives of
local development.

Specific risks of the endogenous growth theory
are: physical capital risks, risks relating to technologi-
cal innovation, human capital risks and public capital
risks.

From the exogenous development theory, we can
identify the following categories of risks (Fig. I): risks
concerning the macroeconomic environment, risks
regarding the technological environment, ecological
environmental risks, risks relating to the cultural envi-
ronment, infrastructure risks, and risks relating to the
political, governmental or legal environmental risks.

Since there is a relationship between factors, bar-
riers and risks, it is appropriate to imagine this in the
form of a channel model (Fig. 2).

In accordance with this aspect, factors act as op-
portunities for local economic development, barriers
as threats to this.

It is important to note the explicit feedback be-
tween barriers and factors, which in certain situations
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Table 2

The main barriers to local economic development

Type of barriers Characteristics

Economists observed that the dominating development model tends to focus on economic
growth as precedence rather than people’s rights or welfare, and environmental processes
and limits. This requires a shift in the worldview from treating the environment as part of the
economy to treating the economy as part of the environment; strategically this means the
economy should be adapted to ensure environmental services are maintained

Economic and financial

In the educational sector there is a lack of innovation-oriented research. This means that
there has to be a closer connection between research institutes and the economy, which
would also overcome problems concerning the knowledge transfer to applications in real life

Innovational

Population growth, paired with unsustainable consumption and production patterns among
the wealthy, are the biggest social challenges to achieving sustainable development in the
world. Absent of a significant change in human behavior, sustainability will not be potential.
There are other social barriers which are: The marginalization of the poor and entrenched
inequities. Limited awareness about sustainable development. Environmental issues among
both politicians and the wider public fragmented civil society. Inadequate interaction be-
tween civil society and government. Insufficient incentives to for the private sector to pursue
sustainable development

Social

Contaminated environment, spent fiscal funds to eliminate the negative effects of environ-

Environmental S :
mental contamination instead of preventing them

Inadequate economic, social and environmental methods for policies, plans and projects are

Political ) . . . . .
the major barrier combating the implementation of sustainable development

Lack of specific targets (globally, nationally and at local level), measurement and data to

track progress, resulting in a lack of information available to decision-makers. It is suggested
for strengthening monitoring and evaluation of sustainable development strategies in order
to establish a dynamic improvement process, with an objective of increasing their effective-

Poor monitoring
and evaluation systems

ness. It is recommended that governments should turn up deeper and assess the socioeco-
nomic impacts of developmental projects, rather than the outcome alone

Institutional
countries

As a result of lack of institutional experience to operate all the mechanism of democratic
system has been combating and frustrating sustainable development in many developing

Source: generalized by the authors on the basis of [11].

can be defined as determinants of local development,
and in others, their catalysts.

LOCAL ECONOMIC DEVELOPMENT:
MAIN ACTORS AND ROLE
OF THE QUADRUPLE HELIX MODEL
IN CURRENT CONDITIONS

LED’s major objectives are to contribute to eco-
nomic prosperity and social welfare by creating a fa-
vorable business environment, along with community
integration of vulnerable groups and promoting a dy-
namic and positive attitude of the population towards
their own region development issues.

LED actors include “authorities and govern-
ment bodies (local, county and central) responsible
for sectoral policies (industry, environment, labor,
public works, transportation, etc.), representatives of
economic activities and public services (businesses,
banks, unions etc.), educational institutions, NGOs,
mass-media etc”
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and subsumes a vast network with multiple stake-

holders involved in the politics of SD. In this re-
gard, local economic development is one of the stra-
tegic priorities of the international trends. And the
accomplishments of each of the goals of a particular
community / local institution are accomplished within
these priorities, as demonstrated in the Fig. 3.

To involve the end-users and enhance the co-
operation between stakeholders, co-creation sessions
will be organized with relevant stakeholders.

The partnership will implement the Quadruple
Helix Model as a working method within the project
and develop the model towards areas of informal care
and voluntary assistance (Fig. 4).

The Quadruple Helix involves representatives
from all members of society; public authorities, indus-
try, academia and citizens.

Public authorities can be government and re-
gional development agencies and policy makers, as

Internationally, Sustainable Development attracts

131

PEFOHAJIbHA EKOHOMIKA

EKOHOMIKA



PEFOHAJIbHA EKOHOMIKA

EKOHOMIKA

132

PUBLIC CAPITAL RISKS

LOCAL ECONOMIC DEVELOPMENT

RISKS REGARDING THE
TECHNOLOGICAL ENVIRONMENT

PHYSICAL CAPITAL RISKS — RISKS —

TECHNOLOGICAL
INNOVATION

RISKS RELATING TO

HUMAN CAPITAL RISKS

Source: compiled by the authors.

LEGAL ENVIRONMENTAL
RISKS

RISKS CONCERNING THE
MACROECONOMIC
ENVIRONMENT

ECOLOGICAL
ENVIRONMENTAL RISKS

RISKS RELATING TO THE
CULTURAL ENVIRONMENT

INFRASTRUCTURE RISKS

Fig. 1. The key risks to local development

FACTORS H BARRIERS ﬂ RISKS

[ —————

FEEDBACK

Fig. 2. Factors - Barriers - Risks Chain Model

Source: compiled by the authors.

Goal 1. End poverty

Goal 2. End hunger, promote
sustainable agriculture

Goal 3. Healthy lives and well-
being

Goal 4. Quality education

Goal 5. Gender equality

Goal 6. Clean water and sanitation
Goal 7. Affordable and clean

energy
Goal 8. Decent work and economic
growth

Goal 9. Industry, innovation and
infrastructure

Goal 10. Reduce inequality

Goal 11. Sustainable development
of cities and communities

Goal 12. Sustainable consumption
and production

Goal 13. Mitigate climate change
impact

Goal 14. Conserve marine
resources

Goal 15. Protect and restore
terrestrial ecosystems

Goal 16. Peace, justice and strong
institutions

Goal 17. Partnership for
sustainable development

11

NATIONAL GOVERNMENT

1. Set the i 1 bitions and fi for inability efforts
2. All through policy, but in particular 17
3. Aid (both | and 1 )

MUNICIPAL UTILITY COMPANIES

1. Provide cities with waste management, heat, electricity and
water etc.

2.3,6,7,8,9,11,13

3. Develop sustainable technology, knowledge broker

PRIVATE CLEANTECH COMPANIES

1. Develop and sell environmental technology solutions
2.8,9,11,12,13

3. Export of sustainable technology, knowledge

MUNICIPALITIES

1. Provide public services to citizens

2. Most, but in particular 4,7,3,6,10,11,13

3. Knowledge sharing through international city networks

REGIONAL AUTHORITIES

1. Regional planning and health care

2. Most, but in particular 3,5,6,11,12,13,14
3. Regional collaboration projects

Fig. 3. The local development actors in dimension of international trends

Source: compiled by the authors using [7].
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PUBLIC AUTHORITIES

INDUSTRY

ACADEMIA

CITIZEN

Fig. 4. The Quadruple Helix Model

Source: compiled by the authors with use of [1].

well as formal health care providers in some countries
(as in Sweden and Norway). Industry can consist of
businesses, for example private health care providers,
and business clusters. Academia can for example be
universities or research & development bodies.

The fourth actor of the Quadruple Helix is the
citizen. In the In For Care project, the citizens that
should be involved in the innovation process are two
or three different representatives; x the end-user x the
informal caregivers (who are usually relatives, also
known as family carers) x and/or voluntary organiza-
tions and volunteers. The actors can be a bit different
amongst the regions in In For Care since for example
the formal health care provider can be both public,
private or mixed.

n alternative view to the above is that states
Ahave invited non-state actors to intergovern-

mental negotiations in order to manage criti-
cism from non-state actors by bringing them into dip-
lomatic fora and providing them with some participa-
tion rights. In this view, the involvement of non-state
actors in intergovernmental meetings may represent
an attempt to coopt critical voices [4].

The above type of actors and their characteristics
are shown schematically in 75/. 3.

Development actors are operational at local, dis-
trict, national, international and transnational (global)
levels. At each of these levels actors can be from the
public (government) sector, private (business) sector
or from civil society (ordinary citizens). It is common
to refer to the different groups of actors as stakeholders
and for interactions between them to be called multi-
stakeholder meetings. These offer huge challenges in
terms of communication and consensus building. This
is real meaning.

LOCAL ECONOMIC DEVELOPMENT:
STRATEGIC PLANNING FOR REALIZATION

The basic unit of local economic development of
individual territories is the strategies of their develop-
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ment, the bases of which are formed within the frame-
work of the strategy of economic and social develop-
ment of the region, and the last - the State Strategy.

At the present stage of development, Ukraine has
adopted a program of strategic goals for sustainable
development.

'I'he ‘Sustainable Development Goals: Ukraine’
national report provides the baseline and
benchmarks for Ukraine to achieve the Sus-
tainable Development Goals (SDGs) approved by the
United Nations (UN) Sustainable Development Sum-
mit 2015.

Taking into account the principle of leave no one
behind’ and using a wide range of informational, statisti-
cal and analytical materials, a national SDGs system has
been developed (with 86 national development targets
and 172 indicators for monitoring them) which will pro-
vide a solid base for further planning Ukraine’s develop-
ment and monitoring its achievement of the SDGs.

The integration imperative (efficiency, effective-
ness, coordination) calls for a single point of primary
coordination and this logically needs to be a primary
organization that can furnish leadership, promote
partnership, and be accountable to the citizens.

It is helpful if the leading organization also has
wider responsibilities for key public services, quality
of life, land use, infrastructure and other important
factors and is therefore able to shape development ac-
tively and to internalize and resolve potential tensions
and pressures.

The leading organization should have some level
of fiscal connection to the economic performance of
the locality and therefore be motivated to seek effec-
tive sources of sustainable growth.

In view of transformation processes in the Euro-
pean environment, it is appropriate to pay attention to
the document in the relevant direction, which is valid
in the EU countries and defined by the European Com-
mission.
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Table 3

The type of actors of the local economic development

Type of actors

Characteristics

National/Regional
government

Working in government departments and agencies is underpinned by the aspiration of serving
the local, regional and national community and the country at large, at home and overseas, in
order to improve social, economic and environmental quality of life

Local government

Local councils form local government and are responsible for the delivery of operational ser-
vices such as Housing, Education and Social Care as well as creating local policies to manage
and inform the future development and service delivery of the locality

NGOs

according to their objectives

Usually non-profit and sometimes international organizations independent of governments and
international governmental organizations that are active in humanitarian, educational, health
care, public policy, social, human rights, environmental, and other areas to effect changes

Social movements
and advantaged elites”

Social movements can be defined as “organizational structures and strategies that may
empower oppressed populations to mount effective challenges and resist the more powerful

Like an activity of making one’s living or making money by producing or buying and selling

organizations

Business .

products (such as goods and services)

Local people use their knowledge to solve local issues. They create mid-term and yearly plans
Individuals that help improve existing community development plans with the support of government

International
organizations/groups

for coalition-formation

International organizations also define the salient issues and decide which issues can be
grouped together, thus help governmental priority determination or other governmental ar-
rangements. The role of international organizations is helping to set the international agenda,
mediating political bargaining, providing a place for political initiatives and acting as catalysts

Source: generalized by the authors on the basis of [11].

Sustainable Development: the EU sets out its
priorities is setting out a strategic approach for achiev-
ing sustainable development in Europe, adopted on
the 22nd of November 2016, which concerns the next
directions.

first Communication on the next steps for a

sustainable European future explains how the

Commission’s 10 political priorities contribute
to implementing the UN 2030 Agenda for Sustainable
Development and how the EU will meet the Sustain-
able Development Goals (SDGs) in the future. A sec-
ond Communication on a new European Consensus
on Development proposes a shared vision and frame-
work for development cooperation for the EU and its
Member States, aligned with the 2030 Agenda. A third
Communication on a renewed partnership with Afri-
can, Caribbean and Pacific (ACP) countries proposes
building blocks for a new, sustainable phase in the EU-
ACP relations after the Cotonou Partnership Agree-
ment expires in 2020.

As we know, the main official document, which
regulate the strategic planning of all countries of the
world in direction of economic development, includ-
ing LED, is UN Millennium Declaration, adopted in
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2000 by 189 nations at the UN Millennium Summit,
that identified the Millennium Development Goals
(MDGs), a comprehensive framework of core values,
principles and key drivers. As soon as the univer-
sal MDGs framework was designed, many countries
worldwide refined the MDGs and established country-
specific development targets.

Ukraine joined the UN Millennium Declaration
and committed to achieve the MDGs by 2015.

The mission of the Strategy for Innovation and
Good Governance is to encourage central and local
government and local governments to work together
to improve the quality of governance at all levels, from
the closest to people, where solid and effective democ-
racy is essential.

In addition, in 2014, Ukraine launched a major re-
form of decentralization through adoption of the order
of the Cabinet of Ministers of Ukraine “On approval
of the Conception of reforming local self-government
and territorial organization of government in Ukraine”.
The aim of reform is to create a modern system of local
self-government in Ukraine on the basis of European
values of local democracy, empowering local commu-
nities/hromadas with powers and resources that will
ensure local economic development, providing high
quality and affordable public services [17].

BIBHECIHOOPM Ne 7_2024

www.business-inform.net




Further, in order to analyze the changes in the
level of socioeconomic development of the regions of
Ukraine after the initiation of the decentralization re-
form, we consider it necessary to analyze the data of
the Gross Regional Product per capita in the regions
of Ukraine (Fig. 5).

From Fig. 5, it can be seen that the leading po-
sitions in 2018 are occupied by such regions as: city
of Kyiv — 283097 UAH per capita, Poltava region —
123763 UAH per capita, Dnipropetrovsk region —
114784 UAH per capita, but outsiders were the Zakar-
pattia region with a value of 41706 UAH per capita,
Chernivtsi region — UAH 37 441 per capita, Luhansk
region — 16 301 UAH per capita.

Whereas in 2013 we observe the following situa-
tion: city of Kyiv, Dnipropetrovsk and Kyiv regions had
the highest value of GRP per capita, while Zakarpattia,
Ternopil and Chernivtsi regions had low values.

ence, analyzing the state of implementation
Hof the decentralization reform in the regions

of Ukraine, we consider it appropriate to con-
duct a comparative analysis in accordance with the
values of GRP per capita.

Fig. 6 presents the data about the number of the
amalgamated hromadas by the regions of Ukraine in
current time.

As we can see, the leader by the number of amal-
gamated hromadas is Dnipropetrovsk region, in which

is accrued 71 hromadas (this region is a leading of the
data of GRP/per capita). To outsiders by the num-
ber of amalgamated hromadas belong Luhansk (18
hromadas), Zakarpattia (17 hromadas) and Donetsk
(13 hromadas) regions.

In total, in 2020 were formed 983 amalgamated
hromadas in all regions of Ukraine.

Another aspect worth noting is the inflation rate,
which is a macroeconomic indicator and destabilizes
the situation in all regions, and therefore, it can be
considered, reduces the effectiveness of conducting
the structural reforms in the regions.

In general, by improving the efficiency of LED,
such benefits can be achieved:

1. In the economic sphere: increasing the cost-
effectiveness in the areas of road management,
construction of municipal facilities, education,
health care, participation in grant programs,
ensuring transparency of the budget process;
raising the level of life quality for the popula-
tion; increasing the investment attractiveness
of entities within the amalgamated hromadas
to investors.

2. In the social sphere: reducing social tensions in
society by effectively resolving conflict situa-
tions, establishing communicative interaction,
and engaging residents to solve the problems
of socioeconomic development; increasing the
level of social protection of the population liv-

city of Kyiv 100407 283097
Chernihiv 3603 69725
Chernivtsi 15754 37441
Cherkasy 26168 76904
Khmelnytskyi 20165 59583
Kherson 19311 52922
Kharkiv 31198 86904
Ternopil {6a1e " 46833
Sumy 23517 62955
Rivne 10003 49044
Poltava 39062 123763
Ogesa 59718 72738
Mykolaiv 57355 70336
Lviv 24937 70173
Luhansk 163051 4
Kirovohrad 25433 67763
Kyiv 36088 112521
Ivano-Frankivsk 24022 57033
Zaporizhzhia 30526 85784
Zakarpattia Tgg™ 41706
Zhytomyr 0986 62911
Donetsk 3743959
Dnipropetrovsk 16333 114784
Volyn 19817 58297
Vinnytsia 77303 71104
0 50000 100000 150000 200000 250000 300000

Fig. 5. The value of GRP per capita (in 2018 and 2013) by the regions of Ukraine, Hryvnias

Source: compiled by the authors with use of [16].
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Fig. 6. The rating of the regions of Ukraine by number of the amalgamated hromadas, 2015-2020
(as of date September 10, 2020), units

Source: compiled by the authors according to the statistic data of [5].

ing in the territory of the amalgamated hroma-
das.

3. In the environmental sphere: the introduction
of environmentally-oriented, resource-saving
management of LED will help to improve the
environmental situation in the regions [18].

CONCLUSIONS

Thus, it should be recognized that the concep-
tion of local economic development is quite effective,
because it includes a wide range of actors that influ-
ence on the level of its implementation. As the experi-
ence of foreign countries, in particular Poland, shows,
the structural changes by transforming the approach
to government from centralized to decentralized ac-
celerate the economic development of territories and
improve the living standards. Given the state of the na-
tional economy, the implementation of the conception
of local economic development, taking into account the
positive practices of foreign countries will accelerate in-
novation in Ukraine, which is extremely important in
today’s accelerated development of the global world. H
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