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The new model of regional development:
Polish experience and vectors for Ukraine

Process of structural transformation of the regional economy and conceptual bases of working out of regional
policy of structural modernization of economy under conditions of European integration processes is researched.
1t is based on imperatives of smart specialization. Comparative analysis of the effectiveness of structural
transformation of Polish and Ukrainian regions under conditions of European integration revealed that the
structure of the regional economy of Ukraine is close to the structure of the Polish economy.

The matrix of market drivers and growth factors of selected groups of sectors of economic of Ukraine on
the criteria of competitiveness and innovation (tech industry, services, mass production, manufacturing and
production of goods and services that do not participate in global trade, but are important for the formation
of regional and local markets) is proposed. Formation of the matrix can determine optimal mechanisms for
regional policy structural modernization of the economy to improve competitiveness of certain sectors of the
economy of Ukraine in conditions of intensifying of integration processes.

One of the main areas of structural modernization of the regional economy of Ukraine should be new
industrialization that includes revitalization of industries based on innovation, new technologies and
management models. Effectiveness of transformation of the domestic industrial capacity and integration
into global production chains with greater value added can be provided a combination of export-oriented
industrialization and innovation models.

Keywords: region, structural transformation, regional policy of structural modernization, structure of the
regional economy, smart specialization, new industrialization.

Problem statement. The need to improve the regional policy in Ukraine is due
to the change in global trends of economic development and the exhaustion of the
potential of traditional factors of increasing the competitiveness of the regions on
a national and world scale. Under these conditions, the existing mechanisms for
regional development regulating proved to be unable to solve the problems of socio-
economic development of certain territories, as well as to overcome the structural
imbalances of the regional economy.

The above proves the necessity to create a new model of regional development,
aimed at improving the structure of the regional economy. Such a model should be
based on the principles of smart specialization and neoindustrialization of the regions,
the effective use of its own socio-economic and geopolitical potential, inclusiveness of
regional development, and also take into account the best examples of world experience
in ensuring the effectiveness of structural processes in the economy of the regions.

Taking into account the positive experience of the structural transformation of the
economy demonstrated by the regions of Poland in terms of European integration, the
comparative analysis of structural changes in the economy of the regions of Ukraine
and Poland is becoming relevant.

The paper purpose is to compare structure chanches in economies of Poland and
Ukraine; and to determine the main areas of structural modernization of the regional
economy of Ukraine.

Major research findings. The accession of Poland to the EU in 2004 became a
decisive factor in the development of the country. The dynamics of the Polish economy
(Fig. 1, 2) during the last two decades was impressive not only in comparison with
other post-Soviet states, but also with all the countries of Europe. Even during the
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Fig. 1. Dynamic of GDP per capita, PPP (current international $) of Poland and Ukraine, 1990-2017
* https://data.worldbank.org/indicator/NY.GDP.PCAP.PP.CD
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Fig. 2. Dynamic of industrial production growth rate f Poland and Ukraine, 1990-2017
* https://www.cia.gov/library/publications/the-world-factbook/rankorder/2089rank.html

financial crisis of 2008-2009, Poland was the only non-recessionary EU economy. As a
result, in 2009, when the GDP of the EU declined by 4.5%, the Polish economy grew
by 1.6% [6]. The success of the Polish economy can be explained by the effectiveness
of institutional reforms and the active structural modernization of all Polish regions.

The comparison of sectoral structural transformations of the economies of Ukraine
and Poland indicates similarity of structures of the Ukrainian and Polish economies
for GVA, in particular, the industry of both countries accounts for about 23% of
GDP, the service sector — about 60% of GVA, trade — more than 16% of GVA. The
biggest differences the agricultural sector shows, which forms 11.7% of Ukraine’s
GVA and 2.6% of Poland’s GVA (Fig. 3).
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Fig. 3. Comparative structure of gross value added (GVA) by types of economic activity of Ukraine and
Poland in 2016, % *
* https://www.cia.gov/library/publications/the-world-factbook/rankorder/2089rank.html

There are several economically powerful regions that produce more than half of
the country’s GRP in Poland, as well as in Ukraine. In Poland four voivodeships
are leaders: Mazowieckie, Silesia, Wielkopolska and Lower Silesia (562.6% of GDP in
2016). However, the level of inter-regional asymmetry in Poland is significantly lower
than in Ukraine. If in Ukraine the gap between the most developed (Kiyiv and Kyiv
region) and the least socio-economic developed (Chernivtsi region) was 23.6 times in
2016, then in Poland this gap (between Mazowieckie and Opole Voivodeships) is only
10.4 times. The role of the capital (Kyiv) in the country’s GDP is considerably more
important in Ukraine (18.2% in 2014), while in Poland (Warsaw) it is 12.9%. In
fact, the Polish economy is at the stage of completing the transformational changes,
that tends to deconcentrate economic development. The consequences of that in the
near future should be manifested in the gradual reduction of the unequality of social
and economic development of regions.

The economic structure of Polish regions has also undergone changes since the
country’s accession to the EU: firstly, the share of agriculture has decreased in most
voivodships; secondly, the services sector has shown the largest increase; thirdly,
since 2009 the financial and insurance activities have lost the role in the creation
of GDP in all Polish regions.

The development of industrial production in Ukraine and Poland in recent years has
taken place in various economic and geopolitical conditions. Poland is characterized
by the highest intensity of structural transformations in the sphere of metallurgical
production, the production of finished metal products, furniture and wood products,
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repair and installation of machinery and equipment, paper production and printing,
production of coke and products of oil refining, textile manufacturing, clothing,
leather, leather goods and other materials. At the same time, in Ukraine the most
intense were structural changes in such spheres as production of basic pharmaceutical
products and pharmaceuticals, the manufacture of wood products, paper production
and printing, electricity, gas, steam and air conditioning, food products, beverages
and tobacco products.

The gradual modernization of industrial enterprises takes place in all Polish
regions. The result of such a modernization was the growth of labor productivity in all
sectors of industry during the last decade [1]. The trend towards neoindustrialization —
the growth of the share of industry in GDP while reducing the share of employed — is
typical for most EU member states, whose domination in industry is not provided at
the expense of traditional labor-intensive industries, but through the development
of modern industries that accumulate less labor resources, but marked by high added
value. Among other things, a prominent role is played by the active innovative policy
and elimination of live labor in the industry, as well as the transfer of labor-intensive
industries to the new EU member states (Eastern Europe) or non-EU countries, with
lower labor costs.

Thus, at the present stage of development Poland has substantially increased its
industrial potential, but not always at the expense of high-tech sectors. After joining
the EU, its border regions also suffered from industrial expansion of other EU member
states for labor-intensive sectors (for example, assembly cars). So, in Poland there is
a number of assemblies of German automobile manufacturers. Poland gets German
investments and markets for its products, while Germany gains profits from the
possibility of using Poland as a lower-priced, high-quality production platform for
competition with East Asia.

Now Poland is the main part of the supply chain of Germany. As a result, Poland
has become a major export economy — exports have now grown to 46% of GDP.
M. Stanley in recent research found that 30-40% of Polish export to Germany was
exported by Germany further abroad [2]. This interdependence explains why Germany
is one of Poland’s largest trading partners, which buys and sells on average 25% of
Polish export and import, accounting for 12% of the total Polish economy.

In Ukraine, however, there has been a significant drop in industrial production
since 2012, which points to systemic structural and institutional problems in the real
economy and reduces the competitive preconditions and possibilities of adaptation
of Ukrainian enterprises to rapid changes and challenges in the globalized markets.
As a result, the real sector of Ukraine, in particular its industrial production, is
characterized by an outdated technologies, low level of intellectualization of exports,
and the import dependence of industry on knowledge-intensive goods due to the lack
of a well-balanced structural policy with a focus on the selection, protection and
development of modern technologies and new driver sectors. After all, in volume
of sales of industrial products in Ukraine in 2016 the share of machine-building
products remains insignificant — 6,8%, including the share of computer production,
electronic and optical products — 0.6% , manufacture of electrical equipment —1.4%.

In the structure of sales of industrial products and commodity exports of Ukraine
prevailing production of low-order, and this leads to an increase in technological lag
of its industrial complex from developed countries.

A prerequisite and consequence of this situation is the fact that in Ukraine,
compared with Poland, the share of innovative active enterprises in industry is
significantly lower (17.3% among all industrial enterprises with an average number
of employees of 50 persons and more in Ukraine against 36.2% in Poland) (Fig. 4).
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Fig. 4. The share of innovative industrial enterprises in Ukraine and Poland by types of economic activity in

2016, %
* https://www.cia.gov/library/publications/the-world-factbook/rankorder/2089rank.html

This deepens the problem and the difference in the level of average wages in
industry, which is more than three times lower in Ukraine than in Poland, which
leads to a loss of human potential of the development of this sphere, brain drain
abroad, the loss of engineers, designers, technologists, etc.

The trends of structural modernization of the Ukrainian regions’ economies testify
to the ineffectiveness of the public administration system in this area, in particular
with regard to the opportunities and risks connected with the Association Agreement
between Ukraine and the EU. On the one hand, it broadens the access of Ukrainian
producers to European markets of investments, innovations, technologies, etc., on
the other hand, there are a number of risks that need to be taken into account when
developing the mechanisms for implementing such policy:

— restrictions on the application of protectionist measures in domestic markets;

—  the transformation of Ukraine into the location of branches of foreign companies
and supplier of low or middle-level products for foreign brands;

—  the low level of profitability of such enterprises and the loss of their own position
in the «global economic chain» for countries with even cheaper labor force;

— conservation of low wages and, consequently, quality of life of the population.

However, one of the main directions of forming a new model of structural
modernization of the regional economy is using of smart specialization. Taking into
account current conditions and priorities of regional development in Ukraine [3], the
concept of smart specialization in the regional structural policy can be implemented
through the mechanisms:

— scaling and internal integration of the innovative potential of the region;
—  creation of markets for smart technologies of the future, which involves the
creation of a network model of economy [4].
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Fig. 5. Matrix of market drivers and factors of economic growth of Ukraine

In general, the economic recovery of Ukraine can be achieved through improvements
of productivity in all significant sectors of the economy. The authors identify five
sectors of the economy according to the criteria of their innovation and price
competitiveness: high-tech industry; services in sphere of information technologies
(IT) and information and communication technologies (ICT), business services; mass
production of industrial products; mining and processing industry; production
of goods and services for local markets. At the same time, growth potential and
competitiveness drivers vary considerably for each sector of the economy. Taking
this into account, the matrix of market drivers and growth factors for the distinct
sectors of the economy in Ukraine was proposed (Fig. 5).

In the short and medium perspective, the science and technology industry
(including the production of pharmaceuticals, medical and optical equipment, high-
tech machine and instrument making, etc.) will not ensure significant growth of
Ukraine’s GDP, but its development is crucial in the long-term. The development of
technologies and advanced innovation will result in the growth of other sectors (in
particular, mass production of goods and services). Today, the share of such industry
in Poland is about 2% of GDP, in the Czech Republic — 4%, in Germany — 5%, and
in Ukraine — 1,6%.

For Ukraine, pharmaceutical production and pharmaceuticals can play a significant
role, since its growth is the most dynamic in recent years. The share of production
of pharmaceutical products and preparations in the structure of industry of Ukraine
during 2010-2016 increased from 0.7% to 1% (in Poland, the share of this sector is
also 1%, Poland is the largest in Central Europe and the sixth in the size of the EU
manufacturer of pharmaceuticals and drugs). In addition, pharmaceutical production
is characterized by a high level of added value, which varies from 70% to 90% in
pharmaceuticals, while in the manufacturing industry it is about 15%, in the retail
and wholesale trade 3-5% [3].
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European and world markets of pharmaceuticals and drugs are highly competitive.
Ukraine could compete in these markets as producer of generics, as contractor
of European companies in the manufacture of pharmaceutical products and
pharmaceuticals. Also Ukraine can be considered as place for creating of Logistics
Center for European and Asian Pharmaceutical Companies.

Another highly innovative sector, characterized by rapid growth in the world and
in which Ukraine has rather high competitive positions — the sphere of IT, ICT and
business services. In 2017, the share of IT in the GDP of Ukraine was 3.8%, while
in 2012 this figure was 0.8%. In this sector, Ukraine has sufficient potential to
compete for middle-class IT services markets with countries such as India and the
Philippines, as well as for high-end outsourcing markets.

Centers for the development of such services in Ukraine may be cities with a
traditionally high level of intellectual and innovative potential — Kyiv, Lviv, Kharkiv,
as well as the Dnipro, which has received a significant boost in the development of the
role of the scientific and technical center of the development of the Eastern Region.

Based on the analysis of European experience in the development of high-tech
industry and high-tech services, a number of drivers for their growth, the main of
which are clusterization and consolidation, intensification of international cooperation,
support of research activities, acquisition of foreign technologies, promotion of high-
tech domestic products to the external market are identified. The realization of the
competitiveness potential of high-tech industries and services is largely based not
on the use of direct mechanisms for supporting such types of economic activity, but
by the increase of the effectiveness of mechanisms for stimulating the interaction of
business structures, authorities, producers of innovations and knowledge, and other
subjects of the economy at the local, regional and interregional levels.

Types of economic activity aimed at mass production (automotive, in particular
assembly production, furniture, textile and chemical industry, production of computer
and electrical equipment, metal products) in the coming years may become the main
engine of the growth of the Ukrainian economy (including on the basis of development
off-shoring). However, the necessary criterion for intensifying the development of
mass production is increasing of its productivity. In the period of 2010-2016, the
highest productivity growth rates in Ukraine showed the production of food products,
beverages and tobacco products, manufacture of wood products, paper production and
printing, textile manufacturing, clothing, leather, leather goods and other materials,
production rubber and plastic products, other non-metallic mineral products.

The main drivers of mass production development in Ukraine can be: attraction of
large foreign companies — market leaders, which will open access to new production
technologies, growth of labor productivity and production; optimization of
production chains in terms of procurement, production, stock formation and product
development; achievement of the scale effect at the expense of the consolidation of
manufacturers and subcontractors on the initiative of large companies, which will
overcome significant fragmentation, in particular in the textile, furniture industry,
production of finished metal products; the creation of Ukrainian brands and their
expansion into foreign markets.

In modern conditions, it is strategically hopeless to support the development of
sectors with limited dynamics and low share of value added (in particular, such as
traditional energy and extractive industries, etc.). At the same time, the mining and
processing industry is a significant component of Ukraine’s GDP. It is precisely this
sphere that is undergoing a significant transformation under the influence of forced
circumstances connected with the loss of the gas deposits of the Black Sea shelf from
Ukraine in 2013-2014 and a large part of the mining, metallurgical and chemical
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industries of the Donbas. In 2016, the share of this sector in Ukraine was about
5% of GDP, while in the EU-15 it does not exceed 2% . In the strategic perspective,
this sector should acquire an exclusively national significance (without directing to
the external market) in terms of fuel and other types of raw materials supplies. Its
competitiveness lies in the reduction of the cost of production, since this sector is
intended to maintain the competitiveness of other sectors of the economy in foreign
markets.

The sector of production of goods and services for local markets today is the
most important in the structure of Ukraine’s GDP and includes agriculture, energy,
transport, retail and wholesale trade. These activities are less exposed to global trends
and are much more dependent on the dynamics of regional market development.
For Ukraine today, agriculture and transport provide the growth of the economy in
general and form a significant positive contribution to the formation of the balance
of payments of the state. The large size of the sector and its strong growth are due
to the high level of domestic consumption. It is stressed that the competitiveness of
the sector depends to a large extent on: the development of the domestic market of
Ukraine in the coming years; further improvement of the regulatory framework for
the functioning of agriculture, energy, transport; the competitiveness of Ukrainian
products in European markets (on the one hand, there has been a significant increase
in the productivity of Ukrainian agriculture during the last decade, on the other —
its competitiveness is substantially offset by the implementation of programs of
support for agricultural producers in the EU); the ability to resist the expansion of
agricultural production in Poland and other EU member states in the domestic market.

Conclusions. The new model of regional development of Ukraine should be based
on smart specialization and neoindustrialization. It can be provided by intensifying
the development of industries based on innovations, new technologies and innovative
management models. The effectiveness of the neo-industrial transformation of
domestic industrial potential and integration into global production chains with
a high share of added value can provide a combination of export- and innovation-
oriented models of industrialization. At the same time, neo-industrialization should
be accompanied by the achievement of sustainable economic growth, growth of
employment and incomes, improvement of quality of life, observance of ecological
requirements, preservation of the environment and resource efficiency.
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Y ecmammi poszensanymo numanmns cmpykmyphnoi mpancgopmayii ekonomiku peeiony ma o0Ipynmoseano
KOHYeNnmyaivHi 3acaou Qopmyeants pe2ioHaibHOI NOIIMUKY CIPYKMYPHOL MOOepHI3ayii eKOHOMIKU 6 KOHMEKCMI
akmusizayii eepoinmezpayitinux npoyecis. B it ocHosgy 3akiadeno imnepamugu po3ymuoi cneyianizayii. 30iticHeHHs
NOpiBHATLHO20 aHANi3y ehekmusnocmi cmpykmypuux mpancgopmayiii 6 pezionax Ionvwi ma Yrpainu 6
ymosax espoinmezpayii 003601UN0 CMAHOBUMU, WO CHPYKMYPA eKOHOMIKU pe2ionie Ykpainu € HabnudiceHo 0o
cmpykmypu exonomixu Tlonvwyi, 6o0noyac ons Ykpainu enacmugi sHauni oucoanamncu y OUHamiyi 3p0CmaHHs Hayko — ma
MEXHONOIYHOMICIKUX CEKMOPIE eKOHOMIKU, HUbKULL PIGeHb NPOOYKMUBHOCII NPaYI, d MAKOIC HeeqheKmuHe GUKOPUCTAHHSL
EHOO02EHHO20 NPUPOOHO20, 2eONONIMUYHO20 MA COYIATbHO-EKOHOMIYHO20 NOMEHYIAy pe2ionis. BcmarnoeneHo, ujo menoenyii
cmpykmypHoi Mooepuizayii exonomiku pezionie Yxpainu ceiouams npo neepekmugHicms cucmemu 0epirca6HOCO
YnpasninHs 8 Yill cghepi, 30Kpema 8 YacmuHi 8paxy8anHs MONCIUBOCMEN | PUBUKIE, M08 3aHux 3 Y200010 npo acoyiayiio
midie Ypainoro ma €C. 3 001020 OOKY, 80HA POSUIUPIOE MOHCIUBOCIT OOCMYNY YKPATHCOKUX UPODHUKIE 00 €6PONEUCHKUX
PUHKI IHGecmuyitl, IHHOBAYILI, MEXHON02I MOWO, 3 IHUL020, BUHUKAE HU3KA PUSUKIB, BPAXYBAHHS SIKUX € 0008 S13KOBUM NpU
PO3poOYI MexaHizmis peanizayii maxoi nOMMuKY, a came: 0OMEXCeHHs WoO0 3aCMOCY8AHHS NPOMEKYIOHICIMCHKUX 3aX00i6
Ha 6HYMPIUMHIX PUHKAX, nepemeopenis YKpainu y micye po3mawyeants (uitl iHO3eMHUX KOMAAHIL I ROCMAYAIbHUKA
NPOOYKYII HUZbKO2O ab0 CepeOHbo20 DiBHs NEpepodKU Oisl IHO3EeMHUX OPeHOI8, HU3bKULL PI6eHb NPUOYMKOBOCHE MAKUX
nIONpUEMcms i npoepa 61ACHUX NO3UYIN Y «2100ATbHOMY eKOHOMIYHOMY JAHYIO31» Kpainam 3 we Oinbul deuesoio
PO00Y0IO CUNOIO; KOHCEPBAYIs HU3LKO2O PiGHS onamu npayi ma, 8i0N0GIOHO, AKOCMI JHCUmMms HacenenHs. 3anponoHo8aHo
MaAmpuyr0 puHKoO8UXx Opausepie i YUHHUKIE 3pOCMAHHA 8 PO3PI3i UOIIEHUX 2PYN CEeKMOpie eKOHOMIKU YKkpainu 3a
Kpumepisimu ix KOHKYPEHMOCHPOMONCHOCII MA IHHOBAYIUHOCI (BUCOKOMEXHONIO2IYHA NPOMUCIOBICb, NOCY2lU,
Macoge 8UpPOOHUYMEBO, nepepodHA NPOMUCTIOBICIb, A MAKOIC GUPOOHUYMBO MOBAPIE | NOCye, SKI He bepymb yuacmi
V 2100aNbHIT MOP2IGT, ale MAloMb 6ANCIUBE 3HAUEHHS OISl (POPMYBAHHS PELiOHANHUX [ TOKATbHUX PUHKIE). OOHUM 3
MA2ICMpanbHUX HanPsMie CmpyKmypHoi MooepHizayii ekOHOMIKU pe2ionie Ykpainu mae cmamu Heoindycmpianizayis,
AKa nepeddbayae akmugizayito po3sUMKY 2ay3el NPOMUCIO80CHI HA OCHOBI THHOBAYIN, HOBUX MEXHON02I | Modenell
ynpaeninns. Pezyiomamuericme HeoiHOycmpiaibHOi mpancopmayii imuu3HIAHO20 NPOMUCTIOB020 NOMEHYIALY ma
inmezpayii 6 2106anbHI BUPOOHUYT TAHYIOHCKU 3 OLTBUUIOIO YACTKOI 000AHOI 8APMOCMI MOd#Cce 3a0e3nedumu NOEOHAHHs
EeKCNOPMOOPIEHMOBAHOI MA THHOBAYIIHOCAPIMOBAHOI MoOenell IHOyCmpiani3ayii.

Knrowuosi cnosa: pezion, cmpykmypna mpancgopmayis, Mooens pecioHanbHo20 PO3GUMKY, CIPYKIYPA eKOHOMIKU
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