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EDITORIAL 

_____________________________________________________________________________ 
 
 
SYSTEMES PRODUCTIFS LOCAUX. BENCHMARKING DANS LES PAYS DE 
L’UNION ET A L’EST DE L’UNION 
 
 
Stanka TONKOVA1, Claude MARTIN2 
 
Depuis l'adoption de la stratégie de Lisbonne, l'Union européenne cherche le moyen de 
développer une économie moderne dans tous les États membres. Les systèmes productifs locaux 
sont des concentrations territoriales de moyens de production qui présentent des caractéristiques 
différentes dans les états membres de l'Union situés en Europe de l'Est, comme dans les états 
non membres situés à l'Est de l'Union. La revue Management & Gouvernance, essaie de faire le 
point sur ce sujet grâce aux contributions recueillies par la Pr. Stanka TONKOVA auprès de 
chercheurs originaires de Bulgarie, Pologne, Russie et Ukraine. Les travaux rassemblés dans ce 
numéro analysent les conditions de développement des systèmes productifs et les difficultés que 
rencontrent les politiques d'autonomie locale. Les recherches basées sur le concept de territoire 
ont permis d'identifier un nouveau paradigme de développement 
 
Une première recherche comparative conduite en Pologne, Slovaquie et Ukraine a permis de 
repérer les conditions de développement des systèmes productifs locaux à travers les politiques 
nationales de soutien, ainsi que leurs contributions à l'innovation (KURYLIAK, 
LISHCHYNSKYY, LYZUN, KOMAR). 
 
Une difficulté que rencontrent les pays d'Europe de l'Est, est le poids de la centralisation 
administrative. Le changement vers la décentralisation est amorcé mais il ne concerne pas toutes 
les structures territoriales. En Ukraine, la répartition des pouvoirs entre les autorités locales et 
les autorités exécutives concernant la création de communautés locales est bien réalisée. 
Cependant, les communautés, districts et régions doivent apprendre à accroître leurs ressources 
afin d'offrir de nouvelles opportunités de développement, créer des agences régionales de 
l'emploi, renforcer les syndicats régionaux et encourager les projets transfrontaliers 
(SAVELYEV, KURYLYAK). 
 
En Russie, la réforme de l'autonomie locale et des processus budgétaires fait partie des 
changements introduits par la loi fédérale de 2003. On souligne les aspects positifs et négatifs 
découlant de l'entrée en vigueur de la législation. Bien que de nombreux problèmes soient 
encore ignorés, il existe d'autres lois fédérales qui ont un impact important sur le gouvernement 
local (SUMSKAYA). 
 
Les recherches autour du concept de territoire ont permis d'identifier un nouveau paradigme de 
développement. Le territoire avec ses traits spécifiques, son organisation interne, sa logique et la 
qualité de ses relations sociales et institutionnelles est l'un des principaux atouts du 
développement des organisations économiques. Des facteurs tels que la confiance, la 
communauté d'expérience, les codes comportementaux peuvent ne pas être imposés par des lois 
ou des règlements. Néanmoins, ils favorisent la mise en place d'une prise de décision au niveau 
territorial (SŁUPIŃSKA). 
 
Les clusters sont une forme de systèmes productifs locaux qui offrent des avantages en termes 
de compétitivité et d'organisation de production sur un territoire donné. L'exemple de la  
Fédération de Russie en matière de politique de cluster montre que le soutien de l'Etat doit être 

                                                
1 Professeur à l'Université d'économie nationale et mondiale de Sofia (Bulgarie), tonkova@unwe.bg 
2Professeur Emérite, Président du réseau PGV, claude.martin@iut2.univ-grenoble-alpes.fr 
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pris en considération. Entre les clusters russes modernes et les complexes de production 
territoriale de l'économie soviétique,  les approches sont différentes comme on peut le voir dans 
le cas de la région de Lower Angara (BURMATOVA). 
 
Depuis une vingtaine d'années, la propriété intellectuelle est devenue une ressource économique 
importante pour la gestion commerciale des entreprises. Savoir identifier et créer un portefeuille 
de propriété intellectuelle et savoir le gérer est fondamental. L'identification, l'audit et la gestion 
de la propriété intellectuelle nécessitent les compétences spécifiques d'experts qui appliquent 
des modèles  appropriés au marché et à l'environnement commercial du système de production 
local (BORISOVA). 
  
Le concept d'économie basée sur la connaissance a permis de réorienter les politiques de 
développement et de mettre l'innovation au service de la croissance. La nouvelle Stratégie 
Europe 2020 va dans ce sens et l'une des principales initiatives souligne l'importance des 
stratégies nationales et régionales de recherche et d'innovation. Leur but consiste à identifier les 
ressources et les potentiels qui pourraient générer des avantages concurrentiels dans des secteurs 
ou des niches de marchés et concentrer l'activité sur ces secteurs. Cela revient à identifier les 
spécialisations intelligentes et les industries clés dont la croissance peut être stimulée 
principalement à l'échelle internationale autant qu'au niveau national (RZEŃCA). 
 
Enfin, l'évolution démographique de l'Union européenne est à l'origine de ses ressources 
productives. En substance, la taille et les changements structurels de la population, la fécondité, 
les taux de mariages, de divorces, de mortalité et d'immigration sont des facteurs qu'il faut 
analyser. Les statistiques officielles d'Eurostat sont largement utilisées dans ce but mais il 
convient de les compléter par d'autres données et par l'usage de méthodes économétriques 
quantitatives (ANGHELACHE, ANGHEL). 
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EDITORIAL 
____________________________________________________________________________ 
 
 
LOCAL PRODUCTIVE SYSTEMS. BENCHMARKING IN THE COUNTRIES OF THE 
UNION AND EAST OF THE UNION 
 
Stanka TONKOVA3,  Claude MARTIN4 
 
Singe the adoption of the Lisbon strategy; the European Union has been seeking ways to 
develop a modern economy in all member states. Local productive systems are territorial 
concentrations of means of production with different characteristics in the member states of the 
Union in Eastern Europe as well as in the non-member states to the East of the Union. The 
Journal Management & Gouvernance tries to take stock of this subject thanks to the 
contributions of researchers from Bulgaria, Poland, Russia and Ukraine, gathered by prof. 
Stanka TONKOVA. The work published in this issue analyses the conditions of development of 
productive systems and the difficulties encountered by policies of local self-government. 
Research based on the concept of territory has made it possible to identify a new paradigm of 
development. 
 
A first comparative research conducted in Poland, Slovakia and Ukraine identified the 
conditions for the development of local productive systems through national support policies 
and their contributions to innovation (KURYLIAK, LISHCHYNSKYY, LYZUN, KOMAR). 
 
A difficulty encountered by the countries of Eastern Europe is the weight of administrative 
centralization. The shift towards decentralization has begun but it does not concern all territorial 
structures. In Ukraine, the distribution of powers between local authorities and the executive 
authorities for the creation of local communities is well done. However, communities, districts 
and regions need to learn how to increase their resources in order to offer new development 
opportunities, create regional employment agencies, strengthen regional trade unions and 
encourage cross-border projects (SAVELYEV, KURYLYAK). 
 
In Russia the reform of local self-government and budgetary processes is part of the changes 
introduced by the 2003 federal law. The positive and negative aspects of the entry into force of 
the legislation are highlighted. Although many problems remain unknown, there are other 
federal laws that have a significant impact on local government (SUMSKAYA). 
 
Research on the concept of territory has made it possible to identify a new paradigm of 
development. The territory with its specific characteristics, its internal organization, its logic 
and the quality of its social and institutional relations is one of the main assets of the 
development of economic organizations. Factors such as trust, community of experience, 
behavioural laws or regulations must not impose codes. Nevertheless, they favor the 
implementation of decision-making at the territorial level (SŁUPIŃSKA). 
 
Clusters are a form of local productive systems that offer advantages in terms of 
competitiveness and organization of production in a given territory. The example of the Russian 
Federation on cluster policy shows that the support of the State must be taken into 
consideration. Between the modern Russian clusters and the territorial production complexes of 
the Soviet economy, the approaches are different, as can be seen in the case of the Lower 
Angara region (BURMATOVA) 
 
Over the past two decades, intellectual property has become an important economic resource for 
business management. Knowing how to identify and create an intellectual property portfolio and 

                                                
3 Professor at the National and World Economy University of Sofia (Bulgaria), tonkova@unwe.bg 
4.Professeur Emérite, Président du réseau PGV, claude.martin@iut2.univ-grenoble-alpes.fr 



 
 

 12 

how to manage it is fundamental. The identification, audit and management of intellectual 
property requires specific expertises which apply models appropriate to the market and to the 
commercial environment of the local production system (BORISOVA). 
 
The concept of a knowledge-based economy has made it possible to reorient development 
policies and put innovation at the service of growth. The new Europe 2020 Strategy goes in this 
direction and one of the main initiatives underlines the importance of national and regional 
strategies for research and innovation. Their purpose is to identify resources and potentials that 
could generate competitive advantages in sectors or niche markets and focus activity on these 
sectors. This is tantamount to identifying smart specializations and key industries whose growth 
can be stimulated mainly internationally as well as nationally (RZEŃCA). 
 
Finally, the demography of the European Union is at the origin of its productive resources. In 
essence, size and structural changes in the population, fertility, rates of marriage, divorce, 
mortality and immigration are factors that need to be analyzed. Eurostat official statistics are 
widely used for this purpose, but should be supplemented by other data and quantitative 
econometric methods (ANGHELACHE, ANGHEL). 
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BENCHMARKING EN UNION EUROPEENNE ET A L’EST DE L'UE/ 

BENCHMARKING IN THE COUNTRIES OF THE UNION AND IN THE EAST OF THE EU 
-------------------------------------------------------------------------------------------------------------------- 
 
 
BENCHMARKING OF LOCAL PRODUCTION SYSTEMS IN EASTERN EUROPE 
AND UKRAINE/ 
 
Vitalina KURYLIAK5, Ihor LISHCHYNSKYY6, Mariia LYZUN7, Nataliya KOMAR8 
 
 
Introduction 
 
The economic crisis and consequent numerous social, economic and political problems had 
increased regional disparities in all countries, without exception, and require for the search of 
possible ways of their neutralizing. The main task of modern public policy should be launching 
of innovative development of the national economy. In this regard, creation of innovative local 
productive systems could be considered as the suitable instrument in terms of selecting the 
proper strategy for socio-economic development and balanced government support, that will 
successfully adapt the stakeholders to the new market conditions. 
 
Thus, the main purpose of current paper is to conduct the comparative analysis of local 
productive systems’ preconditions and activities in the countries of Eastern Europe. In the 
theoretical paragraph, the concept and structure of LPS will be considered and their role for 
innovative advancing is discussed. The paper will illustrate the preconditions for LPS 
development according to the 3-star approach of European Cluster Observatory. The 
peculiarities of national LPS-supporting policies will be compared also for Eastern European 
countries. Besides the LPS initiatives in the selected countries (Poland, Slovakia, Ukraine) will 
be investigated more detailly. 
 
Theoretical backgrounds 
 
Local production systems (LPS) could be defined as the territorial agglomerations of economic, 
political and social agents focusing on a specific set of the economic activities, mutually 
connected, albeit incipient and with general innovative orientation (Lishchynskyy, 2016).  
Thus, LPS are structures, which combine the best features of agglomeration economies acting 
globally. However, it should be noted that “LPS” is not a canonic term – in Eastern European 
countries it’s different analogues are used, most common of them is “cluster” (see Table 1). 
 
Regardless from the tittle, the LPS are exploiting the general benefits of territorial 
concentration, in particular the lower transport costs, the scale effects in production, the 
proximity of firms engaged into similar or interconnected activities and other gravity forces that 
leads to the formation of the agglomeration. But in spite of traditional forms of agglomeration 
(such as metropolitan areas or industrial districts), the LPS have clear cooperation links (along 
with competition) between its members and innovative focus. 
 
The traditional forms of agglomeration are gradually losing their comparative advantages. 
Being rather "clumsy” structures, they are not always able to response on the rapid changes in 
the global environment, especially in light of the recent crisis events. The later unfavorable 
situation at the energy market has led to the suspension of the huge number of industrial 
facilities which set the poverty line population of many monoindustrial mining or steel cities. 
                                                
5 Department of International Economics, Ternopil National Economic University, E-mail: ternopil2000@yahoo.com 
6 Department of International Economics, Ternopil National Economic University, E-mail: lio@tneu.edu.ua 
7 Department of International Economics, Ternopil National Economic University, E-mail: mlysun@ukr.net 
8 Department of International Economics, Ternopil National Economic University, E-mail: nkomar@ukr.net 
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Table 1. Terms or phrases used to describe local production systems in some Eastern 
European states 
Country Terms or phrases used to describe LPS 
Bulgaria Клъстери, Свързани производства, Гроздове, Промишлени 
Czech Republic Klastr 
Latvia Klāsteris, puduris 
Lithuania Klasteris, Žinių ekonomikos branduolys, Integruotas 
Poland Klaster, grono, sieć współpracy/sieć współpracy pomiędzy sektorem 

nauki, samorządami i przedsiębiorcami, lokalny system produkcji, 
kompleks przemysłowy 

Romania Entitati din infrastructura de inovare si transfer 
Slovakia Klahstelr 
Slovenia Mreže, grozdi 
Ukraine Кластери, локальні виробничі системи, територіальні виробничі 

комплекси 
Source: authors' modification of Europe INNOVA (2008) 
 
 
Therefore, during the last decades the new alliances emerge. Such kind of knowledge generating 
centers may have various structures, as LPS include not only manufacturing structures, but also 
a wide range of social, scientific research, financial institutions, infrastructure, etc. (see Figure 
1) that create a complex essential for the socio-economic development of the region. 
 
Figure 1. Environment of LPS 

 
Source: author’s modification of Sölvell (2009) 
 
 
In addition to the stakeholders indicated in Figure 1, various supporting institutions  are often 
created with the  main task to promote the emerging  new agglomerative formations (including 
typical local production systems) and the establishment of cooperation within the existing ones 
(the so-called facilitators). 
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As marked in Lyzun (2015), Savelyev et al. (2015), the technological parks play rather often the 
role of facilitator. Indeed, the local production systems based on technological parks have a 
number of advantages, the main of them can be classified into three groups (Figure 2): 
generation of innovation, productivity growth, the creation of new start-ups and new 
manufacturers. 
 
The innovations generated by the technological parks are often not related to the main activity 
of the local production system, leading to the creation of the new technological departments or 
even companies. Newly established firms may have the form of joint ventures and belong to the 
parent company, but often they became the independent competitors towards their initiators. 
 
The innovations affect the localization of production because they stimulate the economic and 
social growth. Florida (2002) argues that firms and workers tend to migrate to the centers of the 
knowledge creation. There is also an inverse relationship – the localization due to the territorial 
proximity of the cluster’s members, creates the favorable conditions for the transfer of 
knowledge (close professional contacts, “kitchen effect” etc.) that influence on the innovation 
intensity. 
 
Figure 2. Advantages of LPS built on the technoparks’ basis 
 

 
Source: Lyzun (2015) 
 
 
The localization is a prerequisite for the further diversification by means of the economy of 
scale. In less populated areas there is usually a closer relationship between the social and 
economic elements resulting in the considerable homogeneity of the system. In contrast, the 
effect of the love of variety always attracts the new producers and consumers by expanding the 
boundaries of these local production systems. 
  
Preconditions and LPS-supporting policy in Eastern Europe 
 
The concept of the LPS development is relatively new for Eastern Europe. However, at the 
period of socialism rather similar idea of “spatial manufacturing complex” was popular, the 
theoretical basis of which was developed by M. Koloskovskyi in the 1930s (Golikov, 2009: 28). 
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interconnected and interdependent association of various sectors of the economy that emerged 
and developed in a particular area”. Thus, it is rather a Marshallian type of agglomeration’s 
definition. 
 
Indeed, economic policy of the Soviet Union in the mid- 1960s, which included planning of the 
economic development based on the spatial principle, has got many points in common with 
modern cluster approach. For example, the Office of Tractor and Agricultural Machinery of 
Kharkiv public farm complex, in addition to traditional vertically integrated production, 
includes also technical schools, colleges, and specialized design institutes. Similar associations 
were observed in chemical, textile, paper and wood processing, construction materials 
industries, etc. However, it is not correct to equate a LPS and a SMC, because the second one is 
much broader term, which covers both LPS and industrial districts, which are common regional 
concentrations of certain industry without any clear innovation and cooperation focus. Besides, 
implementation in the conditions of centralized economy is rather different from the market 
one. 
 
The preconditions for LPS development we would assess in this paper using the 3-star approach 
of European Cluster Observatory. According to the methodology a number perspectives are 
important to evaluate whether the presence of employment in specific industries belonging to a 
cluster category within a given region reaches sufficient ‘specialized critical mass’ to develop 
the type of spill-overs and linkages that create positive economic effects. The evaluation criteria 
(the ‘stars’) are: size (more than 15,000 employees at a location); specialization (a region is 
more specialized in a specific LPS category than the overall economy across all regions, i.e. 
specialization quotient of more than 1.75) and dominance (a LPS accounts for a larger share of a 
region’s overall employment – 7% or more). 
 
 
According to the analysis conducted by Ketels and Sölvell (2006) to find out the number of 
regional LPS that have gained stars across all NUTS-2 regions of Eastern Europe, Warsaw 
(Poland) tops the list, gaining stars from 16 regional LPS while Ostrava (Czech Republic) 
comes at the bottom with just 2 regional LPS meeting any of the star benchmarks (Figure 3). 
The average number of stars achieved by any of these regional LPS gives a sense of the level of 
concentration in a region’s economy activity. Prague City (Czech Republic), Székestehérvár 
(Hungary), Košice (Slovak Republic), Prague Region (Czech Republic), and Łódz (Poland) 
register the highest number of stars per LPS for regions with at least five clusters meeting one of 
the star benchmarks, indicating a relatively high concentration of cluster activity within a few 
regional LPS. 
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Figure 3. LPS portfolio strength across Eastern Europe 

 
Source: European Cluster Observatory 
 
Eastern European countries are having different national policies and institutions relevant for 
LPS development, adding further context to the data on actual LPS presence and LPS-relevant 
business environment conditions. Some of them (not all) have official explicit national LPS-
supporting policy that could be implemented at national or reginal levels using top-down or 
bottom-up approaches or their combination. Table 2 aims to summarize existing political 
strategies among the Eastern European countries. 
 
LPS initiatives in selected Eastern European countries 
Poland 
As it was marked in the Table above, cluster policy in Poland is part of the national Reform 
Programme 2020, issued by the Ministry of Economy. Cluster references were first made at the 
policy level in the country in the “Strategy for Increasing the Innovativeness of the Economy, 
2007-2013” in 2006, with goals of supporting joint networking activities in order to build-up 
and strengthen the innovation infrastructure in the country. 
 
There is a huge interest in the government to link cluster policy with “Special Economic Zones” 
development policy. It is believed that with this linkage, a stronger framework for innovation 
will be put in place, with an infrastructure that will enable better regional competitiveness and 
innovation. At the national level, cluster policies are rather implicit with some instruments 
(mainly funding instruments) applied by the national government which promote the 
establishment of clusters in all the Polish regions (Barsoumian et al., 2011).  
 



 
 

 20 

Table 2. Comparative analysis of LPS-supported policies in Eastern Europe 

Country Year of 
launching Precision Level of 

implementation Type Responsible 
institution 

Bulgaria 2004 Not explicit National Sectoral Ministry of 
Economy 

Czech 
Republic 2005 

Explicit (in 
the frames of 
innovation 
policy) 

National Horizontal Ministry of Industry 
and Trade 

Estonia 2006 

Explicit (in 
the frames of 
innovation 
policy) 

National Horizontal 
Ministry of 
Economic affairs 
and Communication 

Hungary 2007 Explicit National Horizontal Ministry of 
Economy 

Latvia 2005 Explicit National Sectoral 

Ministry of 
Economics – 
Department of 
Entrepreneurship 
and Industry 

Lithuania 2008 

Explicit (in 
the frames of 
innovation 
policy 

National Sectoral Ministry of 
Economy 

Poland 2006 

Explicit (part 
of Reform 
Programme 
2020) 

National / 
Regional Horizontal Ministry of 

Economy 

Romania 2010 

Not explicit 
(integrated 
within 
industrial 
policy) 

National Bottom up 

Ministry of 
Economy Trade and 
Business 
Environment 

Slovakia 2005-2009 Not explicit N/A N/A N/A 

Slovenia 
1999 No 
longer in 
place 

Not explicit 
now National Sectoral Ministry of 

Economy 

Ukraine N/A Not explicit N/A Bottom up N/A 
Source: authors’ compilation based on Barsoumian et al. (2011), European Cluster Observatory 
 
 
At the end of 2015 Polish Agency for Enterprise Development (PARP) identified more than 130 
LPS in Poland, which are defined as specific collaboration forms involving geographically 
concentrated institutions and organizations, mainly enterprises operating in the same or related 
industries.  
 
All identified LPS have in total almost 6,000 participating entities of which enterprises account 
for 78%. The largest number of LPS are active in the following sectors: ICT, energy/renewable 
energy and construction, as well as in healthcare. Significant number of clusters represent metal 
industry, production technologies, tourism and business services. 
 
In order to achieve the goals of LPS policy outlined by the Polish Cluster Policy Group (in 
Polish legislation LPS are mainly named as “clusters”, though term “LPS” is rather common in 
research papers), in 2014 the PARP, in collaboration with the Ministry of Economy and external 
experts, developed a set of criteria and drafted procedures for appointing Key National Clusters. 
The methodology was based on the desk research of available national and international sources 
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to propose criteria and validation requirements which eventually underwent consultation with 
ministries, institutions and the general public. 
 
The profile of a Key National Cluster (see the list of them in Table 3) resulted from combination 
of expectations towards the best clusters in different states, especially European, and the actual 
performance of Polish clusters. 
 
Criteria address the following aspects:  
(1) Cluster size and structure (number of participants, especially SME and large companies); ( 
2) Employment;  
(3) Joint activities of cluster participants and internal collaboration;  
(4) Geographical concentration of cluster participants;  
(5) Cluster specialization;  
(6) R&D;  
(7) Innovation performance;  
(8) Resources (physical, human, financial, etc.);  
(9) Presence of the cluster and its companies in foreign markets;  
(10) National and international visibility of the cluster;  
(11) Cluster coordination services and management (Source: Polish Innovation Portal). 
 
Table 3. List of Key National Clusters in Poland 

 Cluster name Industry 
Name of the cluster 
organisation 
(coordinator) 

Location of 
the cluster 
coordinator 

Status 
valid until 

1 Aviation 
Valley aviation 

Stowarzyszenie Grupy 
Przedsiębiorców 
Przemysłu Lotniczego 
"Dolina Lotnicza" 

Rzeszow 30.09.2018 

2 
Polish 
Aluminium 
Cluster 

metal casting City Consulting Institute 
Sp. z O.O. Katowice 

30.09.2018 

3 Mazovia ICT 
Cluster ICT 

Stowarzyszenie Rozwoju 
Społeczno-
Gospodarczego "Wiedza" 

Warsaw 
30.09.2018 

4 Interizon ICT Fundacja Interizon Gdansk 30.09.2018 

5 
Eastern 
Construction 
Cluster 

construction 
Polskie Stowarzyszenie 
Doradcze i 
Konsultingowe 

Bialystok 
30.09.2018 

6 
Metal 
Processing 
Cluster 

manufacturing 
of machines, 
devices and 
tools for 
industrial use 

Centrum Promocji 
Innowacji i Rozwoju Bialystok 

30.09.2018 

7 

Green 
Chemistry 
West 
Pomeranian 
Chemical 
Cluster 

chemical 
industry 

Stowarzyszenie 
Zachodniopomorski 
Klaster Chemiczny 
"Zielona Chemia" 

Szczecin 

30.09.2018 

Source: Polish Innovation Portal 
 
 
Despite the fact that Poland's interest in the implementation of cluster initiatives and cluster 
formation constantly and dynamically grow, today there are barriers connected with the 
clustering of Economy of Poland. They are: low level of confidence among entrepreneurs and 
the lack of desire to create cooperation between firms that is connected with the probability that 
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the ideas can be stolen; lack of regional and local policies to support industrial clusters; 
financial barriers (including high taxes on association); lack of traditions of dynamic 
entrepreneurship. 
 
Slovakia 
 
There is no explicit LPS policy in Slovakia. However, there are references to LPS formation in 
other types of policies. LPS are mentioned as important policy instruments to increase 
competitiveness and innovation of enterprises in the Slovak economy. These can be found in the 
Innovation Strategy for the Slovak Republic for years 2007 – 2013 for example (Barsoumian et 
al., 2011). 
 
The LPS in Slovakia have been formed either spontaneously using specific features, potential or 
sources of regions or have been formed around multinational firms (usually they also represent 
the most important source of FDI for the hosting region, as well for the Slovak economy as a 
whole), which decided to do investments in Slovakia (e.g. automotive LPS in Trnava, Bratislava 
and Žilina region). Their business activities have attracted a lot of other firms, especially sub-
contractors firms, as a part of their own value chain. 
 
Most of LPS have character of technological, tourism or knowledge alliances. In the recent 
years, a formation of LPS in the creative industries has been observed, too. In the case of these 
LPS, Bratislava region takes an important role. It is one of the leading European regions from 
the point of view of concentration of employment in the creative industry. Approximately more 
than 5% of workers are employed in this sector that indicates a significant specialization. In 
addition, about 46% of all businesses in the creative industries are located in Bratislava region 
and approximately 91% directly in Bratislava. Currently, as the most perspective sectors of the 
creative industry are considered design and software programming (Ministertstvo hospodárstva 
Slovenskej republiky, 2013, p. 27). 
 
LPS, unlike other associations in Slovakia, may not be formally established (as a legal form) 
and they are also able to operate on an informal basis. In case of Slovakia, the special legislation 
on business alliances does not exist, even the Slovak legislation does not know the term “LPS” 
or “cluster”. Thereby the LPS in Slovakia, if the firms engaged want to organize themselves 
formally, have to choose their legal forms within the already existing legislation. Based on it, 
the LPS organizations have a form of interest association of legal persons or civil association, 
which are registered in the Register of Interest Associations of Legal Persons or in the Evidence 
of Civil Association and they govern priority by the Civil Code and by the Act on the 
association of citizens. However, the legislation of these associations is general and does not 
take into account any specifics of LPS initiatives (Kramárová et al., 2014).  
 
The legally existing cluster organizations in Slovakia (including both active and inactive acting 
initiatives) are listed in the table below (Table 4). Mainly, they operate in the fields of 
automotive industry, IT technologies, electronic industry, energetic industry (the most important 
industries from the point of view of FDI of the Slovak Republic, logically for the hosting 
region, too) and tourism.  
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Table 4. LPS initiatives in Slovakia 
Official name of 
cluster (in Slovak) Region Year of 

foundation 
Official name of cluster 
(in Slovak) Region Year of 

foundation 
BITERAP Kosice Region 2004 Klaster Smolenice Trnava Region 2010 
Automobilovy klaster 
Slovensko Trnava Region 2007 Klaster cestovneho ruchu 

Kosice Turizmus Kosice Region 2010 

Kosice IT Valley Kosice Region 2007 Stavebmcky klaster 
Slovenska Trnava Region 2010 

ABC - Academic 
Business Cluster 

Bratislava 
Region 2007 

Klaster HOREHRONIE - 
zdruzenie cestovneho 
ruchu 

Banska 
Bystrica 
Region 

2011 

Z@aict Zilina Region 2008 Energeticky klaster 
Presovskeho kraja Presov Region 2012 

Zdruzenie cestovneho 
ruchu Balnea 

Banska 
Bystrica 
Region 

2008 
Klaster pre podporu 
inovatlvnych a zelenych 
technology 

Trnava Region 2012 

1. slovensky strojarsky 
klaster 

Banska 
Bystrica 
Region 

2008 Klaster TOPOECANY Nitra Region 2012 

Elektrotechnicky klaster 
- zapadne Slovensko Trnava Region 2008 Narodny energeticky 

klaster NEK 
Bratislava 
Region 2012 

Klaster cestovneho 
ruchu - zapadne 
Slovensko 

Trnava Region 2008 

KlTech klaster inovacnych 
technology pre nakladanie 
s prasnymi anorganickymi 
odpadmi 

Trencln 
Region 2012 

Klaster LIPTOV - 
zdruzenie cestovneho 
ruchu 

Zilina Region 2008 Klaster MONOCRYSTAL Zilina Region 2013 

Energeticky klaster - 
zapadne Slovensko Trnava Region 2009 Slovak IT klaster Trencln 

Region 2013 

Klaster TURIEC - 
zdruzenie cestovneho 
ruchu 

Zilina Region 2009 Trnavsko-myjavsky 
strojarsky klaster Trnava Region 2013 

Slovensky plastikarsky 
klaster Nitra Region 2009 Klaster pre akumulacie 

energie z OZE Nitra Region 2013 

Klaster ORAVA Zilina Region 2009 1. spissky klaster Kosice Region 2014 

Dunajsky vedomostny 
klaster 

Bratislava 
Region 2010 Klaster Huculska 

magistrala 

Banska 
Bystrica 
Region 

2014 

Energeticky klaster 
CENTROPE Trnava Region 2010 

EMOCITY - Klaster pre 
elektromobilitu a smart 
city 

Bratislava 
Region 2014 

Klaster AT+R Kosice Region 2010 Potravinarsky klaster Nitra Region 2014 

Klaster pohranicnych 
hradov 

Banska 
Bystrica 
Region 

2010 Zeleznicny dopravny 
klaster Presov Region 2014 

Source: Kramárová  et al. (2014). The Cluster Initiatives (No. 0902966). International Institute 
of Social and Economic Sciences. 
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Ukraine 
In spite of absolute absence of political support9, some LPS still managed to be developed in 
Ukraine. The first attempts to create the clusters began in 1998. Nowadays there are above two 
dozen of LPS at the territory of Ukraine. The main of them are presented in Table 5. As it is 
seen, the area of their location is rather limited – the lion's share of all clusters function in 3 
regions (Khmelnytskyi, Ivano-Frankivsk and Kharkiv), which necessitates the active 
development of the regional economic policy in this area. 
 
The first efforts to create LPS in Ukraine (in national practice they are traditionally called 
“clusters”) were made by enthusiasts of science and business in the mid-1990s. They had 
created in Khmelnytskyi region the Association “Podillia Pershyi” (“Podillia the First”) headed 
by the rector of the Podillia National University Radomir Silin. The "Godfather" of 
Khmelnytskyi cluster project was an American businessperson Wolfgang Price, who was in 
Ukraine as a volunteer of "Peace Corps". He managed not only to spark with his idea the 
working group of local economists and managers, but also to involve technical assistance of the 
World Bank. By 2005 the Association contributed to the formation of five clusters: 
construction, clothing and food – in Khmelnytskyi, food and tourism – in Kamianets-Podilskyi. 
In addition, a green tourism business network was created based on several small businesses in 
the village Hrytsiv (PPA official website; Borseková et al., 2016). 
 
Table 5. The main LPS in Ukraine 

Region LPS tittle and sector 

Khmelnytskyi 

 Khmelnytskyi construction cluster; 
 Khmelnytskyi sewing  cluster;  
 Khmelnytskyi touristic cluster;  
 Kamianets-Podilsk touristic cluster;  
 Cluster of the eco-agrotourism in Grytsive, Shepetivka district “Amulet";  
 Fruit  cluster «Podilsk apple». 

Ivano-
Frankivsk 

 Cluster  “Suziria” (manufacturing of souvenirs) ; 
 Cluster “Manufacturing of ethnic products Prykarpattia” (manufacture 
products from sheep's wool) . 

Kharkiv  Cluster of swine breeding and meat products; 
 Cluster in the Euroregion “Slobozhanshchyna” 

Cherkasy  Cluster of green tourism and ethnic products 

Rivne  Cluster of wood Rokytne district 

Kyiv  Cluster “Slavutych” (attending Chornobyl nuclear station area) 

Kherson  Transport-logistics cluster «Southern gateway of Ukraine»  

Poltava  Cluster of ecological clean baby food based on organic farming  

Odesa  Cluster of organic farming and green tourism in Danube region 

Poltava  Cluster “Gogol’s places in Poltava” 

Source: Lishchynskyy (2016) 
 

                                                
9 There is no even legal definition of LPS, though the term is used in several laws (in national practice, the LPS are 
named as “clusters”) 
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Summarizing the above mentioned it should be noted that the various agglomerative and 
innovative structures in Ukraine are at the early stages of its formation and their effectiveness is 
far from optimal. Particularly the challenging is regulatory and legal framework, which should 
create favorable conditions for cooperation of business, government, science, education, civil 
society groups within the LPS. The term “LPS”/“cluster” is rather common in a variety of the 
government programs, but still there is no even legal definition of it. The Laws of Ukraine "On 
the innovation activity", "On scientific and technical activity", "On priority directions of the 
innovative activity in Ukraine", "On special investment and innovation of technology parks" 
should be adapted in accordance with the practice of European Union. 
 
The first steps towards the development of the cluster strategies have already being done by the 
national Government. In October 19, 2010 the Ministry of Economy of Ukraine has developed a 
decree “On the establishment of the Working Group on the cluster development in Ukraine.” 
However, the proposed initiatives of the created working group, unfortunately, have not found a 
real support at the national level yet. 
 
Conclusions 
 
Benchmarking of world practices and the development of regional growth strategy on the basis 
of LPS can guarantee not only the survival of traditional heavy industrial centers in Eastern 
Europe, but also ensure favorable conditions for emerging small and medium enterprises, which 
can be competitive in national and world markets. 
 
In general, it should be noted that various agglomeration and innovation structures in Eastern 
Europe are at the early stages of their formation and their effectiveness is usually far from 
optimal. Particularly, one of the biggest challenges is the improvement of the regulatory and 
legal framework for most of the considered countries. It should create favorable conditions for 
the cooperation of businesses, government, science, education, and civil society groups within 
the clusters.  
 
The LPS processes in the Eastern Europe evolve primarily in these sectors: agriculture, tourism, 
business services, construction, food technology, IT and financial services. The most adapted to 
the clustering of the economy among the considered countries is Hungary. At the moment 150 
industrial LPS operate there that unite more than 2,000 companies. Industrial parks have some 
privileges: infrastructure, reduced tax. Thus, the clusters of Hungary provided 57% of 
workplaces, 40% of GDP and 18% of the country's exports. The experience of socio-economic 
transformations in countries of Central and Eastern Europe and in some republics of the former 
USSR, the practice of implementing cluster initiatives attracts attention in Ukraine. 
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Abstract 
 
The paper aims to to conduct the comparative analysis of local productive systems’ 
preconditions and activities in the countries of Eastern Europe. The concept and structure of 
LPS is considered and their role for innovative advancing is discussed. The paper illustrates the 
preconditions for LPS development according to the 3-star approach of European Cluster 
Observatory. The peculiarities of national LPS-supporting policies were compared also for 
Eastern European countries. Besides the LPS initiatives in the selected countries (Poland, 
Slovakia, Ukraine) were investigated. 
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AUTONOMIE LOCALE ET DEVELOPPEMENT/ LOCAL AUTONOMY AND 

DEVELOPMENT 
-------------------------------------------------------------------------------------------------------------------- 
 
DECENTRALIZATION REFORMS AND FORMATION OF JOINT LOCAL 
COMMUNITIES IN UKRAINE 
 
 
Yevhen SAVELYEV10, Maxim KURYLYAK11 
 
 
Introduction 
 
A key priority for socio-economic development of Ukraine at this stage is to conduct systematic 
reforms. They are aimed at overcoming the crisis, achieving macroeconomic stability and 
introducing market mechanisms and conditions of transformation processes, while taking into 
account a hybrid war. Changes to the tax system, deregulation areas, prevention and fight 
against corruption have been partially implemented in the years since the revolution of dignity 
(2013-2014). In 2017, Ukraine's position in Doing Business ranking changed from 83 to 80 and 
in the ranking index The Heritage Foundation - from 180th to 166th position. The most 
significant jump over the last 3 years was in Tax Paying Rank: from 164th to 107th position, all 
of which suggests the reforms were somewhat successful. 
 
 
It should be noted that the initiation of reforms was preceded by discussion, some participants 
of which suggested switching to a federal form of government. However, in conditions of 
separatist movements in some regions, particularly in the Crimea and Donbas, the adoption of 
such a model in Ukraine would have serious chances of recreating the centralized and corrupt 
system of power, but at regional level. In this case, local politicians can inflate separatism using 
local residents to block the state activity that is in accordance with the general national interests. 
This is evidenced by the experience of many developed federations with excessive rights. 
Ukraine adopted, implemented and developed a general model of regional reforms aimed at 
creating strong local self-government as the only stable foundation of state.  
 
The article examines aspects of decentralization reforms and formation of united local 
communities within the scope of regional reforms in Ukraine. Particular attention is paid to 
ways of decentralizing the system of administrative-territorial management, the formation of 
new local communities unified on a voluntary basis and the expansion and deepening of these 
processes. 
 
Areas of decentralization in the administrative and territorial governance 
 
The decentralization of the system of territorial distribution of power is a key area of economic 
development of Ukraine in modern conditions. De facto, this process focuses on creating a new 
model of administrative-territorial structure of Ukraine that can ensure sustainable use of 
regional potential. This turn in economic policy should provide definitive departure from the 
planning and administrative methods, the use of which is inherent for the Soviet development 
model. First of all, the new model includes changing approaches to organizing the base level of 
administrative and territorial structure and managing the areas. This means the rural settlements, 
villages, or towns where local authorities are mostly unable to promote economic activity and 
provide a favorable environment for human development. 
 

                                                
10 Department of International Economics, Ternopil National Economic University, E-mail: savelyev@tneu.edu.ua 
11 Department of International Economics, Ternopil National Economic University, E-mail: kurylyak_max@ukr.net 
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Table 1. Administrative and territorial structure of Ukraine as of October 1, 2015 
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1 AR of Crimea 4  16 1   6 947 0 17 314 4  16 1  8 43 

2 Vinnytsia 7  18  2  9 1457 30 327 734 7  18  2 8 61 
3 Volyn 6  11    2 1054  054 428 6  11   2 79 
4 Dnipropetrovsk 2 8 20 3   6 1435 3 372 388 2 8 20 3  0 88 
5 Donetsk 8 1 52 8 4  31 1115 96 19 411 7  52 8 4 1 52 
6 Zhytomyr 3  12    3 1613 0 593 656 3  12   0 79 
7 Zakarpattia 3  11    9 578  78 350 3  11   9 07 
8 Запорізька 0  14    2 914 4 70 319 0  14   2 63 
9 Ivano-Frankivsk 4  15    4 765 0 45 530 4  15   4 77 
10 Kiev 5  26 3 3  0 1126  121 684 5  24 2 2 0 05 
11 Kirovohrad 1  12    7 991 6 75 438 1  12   7 76 
12 Luhansk 8  37 4 3  09 780 02 78 353 7  37 4 3 9 06 
13 Lviv 0  44  5  4 1850  849 731 0  44  5 4 33 
14 Mykolaiv 9  9    7 885 1 14 332 9  9   7 87 
15 Odessa 6  19  2  3 1124 3 101 516 6  19  2 2 39 
16 Poltava 5  15    1 1805 5 790 533 5  15   1 67 
17 Rivne 6  11    6 999  96 381 6  11   6 38 
18 Sumy 8  15    0 1458 5 403 437 8  15   0 84 
19 Ternopil 7  18  4  7 1023  022 632 7  18  4 7 80 
20 Kharkiv 7  17  0  1 1677 39 538 485 7  17  0 0 81 
21 Kherson 8  9    1 658 0 78 319 8  9   0 59 
22 Khmelnytsky 0  13    4 1414  409 625 0  13   4 68 
23 Cherkasy 0  16  0  5 824 01 23 576 0  16  0 5 25 
24 Chernivsti 1  11     398  98 285 1  11    52 
25 Chernihiv 2  16  2  9 1466 7 409 593 2  16  2 8 25 
26 city of Kiev  0 1        1   1     
27 city of 

Sevastopol 
  2     29  8 11   2     

Ukraine total 490 111 460 185 273 25 885 2838
5 

117
8 

2720
7 

2062 488 55 458 18
4 

27
2 

783 1027
8 Source: Pavliuk A. P, et al., 2016, p. 6 

Total settlements -  29730 Legislative body of AR of Crimea – Verkhovna Rada of 
Crimea 

1 

Urban - 1345 Total local councils: 12086 
  including regional 24 

 
Note: 
Cities without formed city councils: Pripyat, Chornobyl (Kiev Region) 
Districts without formed raion councils: Lyman District (Raion) – subject to Lyman City Council (Donetsk Region), 
Sverdlovsk District – subject to Sverdlovsk City Council (Luhansk Region) 
 



 
 

 31 

 
The starting point in decentralization reforms of Ukraine is 2014. At this stage, the objectives 
are to achieve optimal distribution of powers between the local authorities and executive 
authorities on the principles of subsidiarity and to create viable local communities as a base-
level of the administrative and territorial structure. Part of the reform is entirely new processes 
for Ukraine: cooperation and voluntary association of communities. 
 
The decentralization of the system of administrative-territorial governance is not a new problem 
for Ukraine. It is long overdue for a fix. There was a lack of political will, scientific and 
methodical aids to solve it. The existing research focused on the improvement of the 
management system, which was based on the prevalence of central government over local 
communities. However, it’s impossible to implement radical democratic reforms and effective 
regional policy without rejecting this mindset. 
Administrative and territorial system formed in Ukraine has a three-level model. The regional 
(first) level is made up by the Autonomous Republic of Crimea, Oblasts, cities of Kiev and 
Sevastopol, the district (second) level – by administrative Raions, and the base (third) level – by 
City, Village and Rural Settlement Councils, as well as settlements themselves (see Table 1). 
 
Economic development and legal thought in Ukraine of the 21st century is characterised by a 
new definition of territorial-administrative structure hierarchy. It is that “local self-governing 
communities serve as the first stepping stone in organizing the system of social development 
(Pavliuk A. P, et al., 2016, p. 5)”. However, most do not have sufficient financial, economic, 
institutional and human capacity for independent solution of development problems. At the 
same time, the effectiveness of managing territories gets progressively lower due to the 
excessive number of administrative units at basic and district levels, depopulation in small 
village councils, and rotations in most rural communities. 
 
General approaches to regional reforms  
 
The concept of decentralization is given utmost importance within the system of areas of 
reforming Ukraine's economy. This is primarily due to processes of market reforms. However, 
the delay in its implementation led to the emergence and aggravation of separatist tendencies 
that created the conditions for Russia's annexation of Crimea and creation of unrecognized 
Donetsk and Luhansk People's Republics.  
 
Fig. 1. System of administrative and territorial structure of Ukraine (reform project)  
(developed by the author) 
 

 
 
Decentralization in the modern concept framework of Ukrainian reforms is defined as the 
transfer of significant powers and budgets from the state agencies to local governments. This 
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pertains to increasing the competence at those levels that due to proximity to the people are 
better able to take into account local characteristics, and therefore most successfully implement 
the development objectives. 
Today a concept of local government and executive authorities on a territorial basis has been 
developed in Ukraine. It must ensure the set up of a three-level system of administrative 
structure (fig. 1). As a result, the country will have 27 regions of 120-150 districts and 1500-
1800 communities. The division of competencies between them should be such that most 
important ones are assigned to the level of government closest to the people. In the end, each 
level of local government will receive exclusive authority. Meanwhile the division of 
competencies between local authorities and executive authorities takes place too. Its goal is to 
leave only the control function to the executive branch. During 2015-2016 366 joint local 
communities were established, which included 1 740 settlement, village, and city councils, 
representing 17% of local councils at the base level (Report on Progress and Results of the 
Program of the Cabinet of Ministers of Ukraine in 2016, p. 19). 
 
Updating the budget system represents a more important component of regional reforms in 
Ukraine. Changes in the system of self-government aim at allowing formation of their own 
budgets, the use of which would enable combining efforts in territorial development and 
pooling finance resources. Initially, local governments have to become a tool of addressing the 
urgent development issues. Once communities learn to build up their revenues, budgets should 
lend new opportunities for the development of a community, district or region.  
The regional reform should change the situation where the vast majority of local communities in 
Ukraine, having the authority to decide on local issues, cannot perform their duties due to lack 
of own funds, decline or lack of infrastructure (necessary buildings, roads, etc.), or lack of 
suitably qualified staff. Therefore, a significant portion of local issues are not resolved properly 
– the premises of schools and hospitals and other buildings of communal property are mot 
maintained well, landscaping and night illumination of streets is not provided, etc. 
 
Formation of the budget system aims to create capable local communities that are able to 
generate their own resources to address local issues. Under the conditions of the reform, major 
source of the community budget is receipt of 30% of personal income tax. Among the additional 
resources in the reform, local councils get their own land tax, the rates of which each council 
will establish independently on its territory. In this case, all the lands of the community, 
including those outside settlements are transferred to the jurisdiction of each council. It also 
introduces a local property tax, which is mandatory in all countries with capable local self-
government. Each local council makes the decision on its introduction and rate independently as 
well. The community also receives 5% from the sale of fuel at gas stations, alcohol and tobacco. 
In addition, local budgets keep the already established local taxes and fees as revenue sources. 
However, even these resources will not provide proper capability for the vast majority of 
existing small local communities. Too much of the resources in these communities will continue 
to be spent on maintenance of managerial apparatus and the implementation of major local 
development projects will lack funds still. This is why, the local government reform, 
considering successful national and European experience, involves integration (consolidation) 
of local communities. 
 
The new practice of local government introduced the concept of “capable local communities”. 
Its first definition was given in the methodology prepared by the USAIAD and the Association 
of Cities of Ukraine. It states that “a local community is capable if its local sources of budget 
revenues, infrastructure and human resources are sufficient for its local self-government to 
address local matters provided by law, and in the interest of the community residents” (A 
Practical Guide for the |Formation of Capable Local Communities, 2015, p. 4). The concept of 
“capable local community” has a special significance for reform period as a condition, 
compliance with which is the basis for the decision to create a united local community. 
 
Politically, local self-governments develop as territorial entities that are accountable to the 
voters and the state. The establishment of such a system should have mechanisms, the operation 
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of which will show the population that the effectiveness of local self-government and, thus, the 
quality of life depends on the responsible voting.  
 
 
Local community in the system of regional reforms  
 
The concept of regional reforms developed in Ukraine take a local community as a basic unit. 
This notion as a scientific category is relatively new to the modern Ukrainian practice. 
However, the traditions of regional coexistence at the local level in Ukraine have a long history. 
The chronicles of Kievan Rus, written in the period from 1068 to 1202, repeatedly said that the 
induction of the knyaz to the throne, organization of protests against his policies, making 
agreements for the state, recruitment to the army, electing leaders was done via national 
assembly – veche. At the same time the village had its own local government, titled “verve”, 
which is the same as the Polish “opole”, Serbian “okolyna”, and Novgorod “pohostova”. Verve 
united farms of one or several villages including land, forests, pastures and other parkland. 
Moreover, verve members bore collective responsibility for paying tribute and crimes 
committed within the community or harboring criminals. According to historians, Ukraine used 
the most advanced model of European self-governments in the XIV-XVII centuries, but it was 
later dismantled while under the Russian Empire rule. 
 
Given the present conditions, economic science in Western countries has gained significant 
achievements in the study of local communities. Widely recognized in defining the theoretical 
essence of the term “local community” is that it includes the features of social interaction, 
communication and a common area (Batanov, 2008, p. 51). Existing theoretical and practical 
knowledge of local communities must evolve in accordance with the national characteristics 
(Molodogen, 2006, pp. 347-352).  
 
Ukrainian reforms should ensure the functioning of communities as the primary setting of 
society, where the socio-political and economic relations are formed and important collective 
decisions are adopted and implemented. It requires the community to use the achievements of 
modern science, to have a sufficient level of financial literacy, to develop its organization in 
accordance with the theory of collective action, theory of fiscal decentralization, theory of social 
self-organization. 
 
In the publications, law specialists present the view that the totality of local communities should 
be divided into five groups. In particular, “1) the social local communities (when people unite in 
effort to solve various social problems and to implement social control); 2) the economic local 
communities (bringing people together for the purpose of joint management, introduction of 
taxes, accumulation of financial reserves, granting or receiving financial aid); 3) cultural and 
spiritual local communities (bringing people together for the purpose of education, preservation 
of traditions); 4) political local communities (bringing people together to resolve local issues, 
the formation of management skills, decision-making on strategic development issues); 5) 
judicial local communities and defense local communities, etc.” (Heida, 2012, p. 10). 
 
It is clear that in certain areas, citizens can engage in various forms of unions. However, they do 
not always unite all their residents. The local communities formed in Ukraine today, have 
qualities of uniting certain territory residents in order to implement common objectives, satisfy 
common needs. However legislatively local community is a set of people, voluntary associated 
through permanent residence within a few settlements that have a single administrative center. 
As part of such local communities, communities can be created, differentiated by type of 
functional activities. They would not always unite all citizens residing in the territory of a united 
community. 
 
The establishment and functioning of local communities must take into account the peculiarities 
of their resource potential organizational forms of economic activity and existing infrastructure. 
Nobel Prize winner E. Ostrom finds it appropriate to distinguish between “local public goods”, 
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“regional public goods” and “national public goods” with defined recipients and sources of 
funding (Ostrom, 1990, p. 270; Ostrom, 2000, p. 137-158; Ostrom, 2009, (n.d.)). Given this, 
local communities must develop the capacity for self-regulation, use guidelines for creating and 
using public goods, and be motivated to act effectively in the use of local, regional and national 
public services.  
 
The development of mature social and economic relations between the members of local 
communities, and their relations with the higher levels of administration institutions gives rise 
to the use of complex forms of local community organization. One such approach is represented 
by J. Gerber (Gerber, 2011, pp. 185-204) concept, in which the local community is seen as a 
public corporation that is a legal entity that manages the nationalized industries. In this case, the 
local community may have extended authority, including the issuance of municipal securities, 
obtaining loans secured in interest rates. Considering the local community a corporation, makes 
it possible to increase its status to level of public agencies of implementing public 
administration within specific settlements and to the level of the civil relations subject, when it 
comes to addressing local issues. 
 
Different factors may dominate the formation and activities of local communities. In Ukraine 
quality of life, environment, ethnic, sociological, economic factors are gaining importance. 
Along with them, we should take into account the historical traditions, relationships, community 
service consumption with personalized features, production of public service by institutions of 
local civic society. 
 
Nowadays in Ukraine there is discussion about the special status of certain territorial units. In 
this regard, we can rely on the experience of European countries that are developing local self-
government based on the theory of free communities. In accordance with this theory, local self-
government is seen as independent and separate from the central government. This form of 
regional governance can be implemented only after certain prerequisites are formed. In 
particular, communities politically responsible for approved decisions should be formed. 
However, along with minimization of state interference in the livelihoods of communities, 
absolute interference of local communities in the activities of central government cannot be 
allowed. We are talking about such aspirations as a veto for certain regions to conclude 
international agreements and government adoption of the Laws of Ukraine. This status is 
demanded by the leaders Donetsk and Lugansk regions, which are currently outside the 
Ukrainian control. After all, the status of free communities requires adherence to specific ethics 
and transparency in the type of public relations carried out within the territorial units. 
 
In the conditions of regional reforms, the concept of “local community” is defined as “primary 
subject of the local self-government, consisting of individuals who permanently live in the 
territory, directly or through municipal structures solve local issues, share the communal 
property, own real estate in the area, pay communal taxes and are linked through individual-
regional connections of systemic nature” (Pavliuk A. P. et al., 2016, p. 5). According to the 
Constitution of Ukraine, a local community is defined as the primary subject of local self-
government. The latter is the right of a local community – residents of a village or a voluntary 
association into one village community of several villages, settlements and a city – to resolve 
local issues within the existing legislation framework independently. 
 
 
 
 
Formation of new voluntary associations of local communities in Ukraine 
 
Reform of the system of local communities in Ukraine led to a need to develop appropriate 
regulatory documentation, which ensures a sufficient level of commitment and coherence of 
performers. First of all, the government had adopted the Concept of reforming the local self-
government and territorial distribution of power in Ukraine (CMU №333-p.) and approved the 
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action plan for its implementation (CMU №591-p from  June 18, 2014). The Budget and Tax 
Codes of Ukraine were amended according to this plan, thus implementing the first phase of 
fiscal decentralization. Thus, changes to the Budget Code are actually the basis for stimulating 
communities to unite and increase their capability to transfer from the mechanism of joint 
community budgets to direct relations with the state budget. When combining these 
communities are given the authority and resources like those of cities of regional importance. 
For local communities that ignore the processes of unification, there is no alternative to obtain 
rights for functioning as local self-government, and therefore to obtain additional financial 
resources allocated to a higher level of local self-government. This procedure is regulated by the 
law adopted by the Parliament of Ukraine On Voluntary Integration of Local Communities 
(№157-VIII from February 05, 2015). 
 
The main terms of a voluntary integration of local communities that are legally defined are: to 
have a single representative body of local self-government; the continuity of territory, located 
within the Crimean Autonomous Republic or one region; consideration of historical, natural, 
ethnic, cultural and other factors affecting the socio-economic development of the united local 
community; a level of quality and accessibility of public services provided in the unified local 
community may not be lower than prior to the unification. The Council of Ministers of Crimea 
or regional state administration prepares a conclusion on the decision of voluntary integration of 
local communities with regard to its compliance with the Constitution and the laws of Ukraine. 
Obtaining a positive conclusion gives rise to a local referendum on uniting the local 
communities. The Central Election Commission of the country sets the first elections of 
deputies of a settlement, village or city council and the settlement, village, and city mayor, as 
prescribed by law. 
 
The voluntary associations of local communities operate under conditions of broad public 
support in different areas. The law stipulates that the new type of community have the right to 
informational and educational, organizational, methodological and financial support. They rely 
on local state administrations regarding organizational support and awareness-raising assistance. 
The central executive body carries out methodical provision, determination of the scope and 
form of support. 
 
Voluntary associations of local communities of settlements, villages, and cities are guaranteed 
significant financial opportunities. First, the government gives them money in the form of grants 
for development of an appropriate infrastructure according to the plan of socioeconomic 
development of this local community if its borders fully meet the limits set out by the plan of 
community areas of the Autonomous Republic of Crimea or the region. The amount and 
distribution of these funds in the region is conducted pursuant with the law on the state budget 
and taking into account regional factors, while the procedure established by the Cabinet of 
Ministers of Ukraine. 
 
The course of the voluntary integration of local communities 
 
A voluntary association of local communities in Ukraine was the first radical direction of 
decentralization reform. This area is implemented as part of the Action Plan of Council of 
Europe for Ukraine 2015-2017, in which one of the priorities is defined as “decentralization and 
local self-government reform”. It is also part of the Council of Europe “Decentralization and 
territorial consolidation in Ukraine” 
 
Program and “Program of the Congress of Local and Regional Authorities of the Council of 
Europe”. 
 
Working towards a voluntary integration of local communities was launched in December 2014. 
Despite the complexity of the conditions associated with the annexation of the ARC by the 
Russian Federation and the war on the eastern border, thanks to the support from the 
international community, Ukraine managed to achieve tangible results in terms of strengthening 
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the capacity of local self-government. The direct reform process began with the strengthening of 
financial autonomy and capacity of local self-government. Since the 2015, legislation was 
approved on setting sustainable revenue sources for the local budgets, expanding the revenue 
base of local budgets, introducing horizontal alignment of fiscal capacity of territories 
depending on the level of income per capita.  
 
The increase in autonomy of the regions in the aspects of fiscal decentralization contributed to a 
significant increase in their resources. If in 2014 the volume of local budgets amounted to 68,6 
billion UAH, then in 2015, with the introduction of regulations that adopted fiscal 
decentralization, this figure amounted to 98,2 billion UAH. Even greater volume of local 
budgets was in 2016 – 146,6 billion UAH, and in 2017 its level is expected within 170,7 billion 
UAH (Electronic resource, 2017). 
 
An important result of state support for community development has become their 
infrastructure. In 2014 the subventions for social and economic development for this purpose 
was only 0,5 billion UAH. But in 2015 the state support amounted to 3,7 billion UAH, with the 
Regional Development Fund as the source. In 2016 the financing of infrastructure projects has 
doubled and increased to 7,3 billion UAH, and in 2017 it should reach 9 billion UAH 
(Electronic resource, 2017). 
 
Voluntary formation of local communities especially makes sense in the system of 
decentralization of powers. Because of it, the entity that assumes the authority and responsibility 
for decision-making and implementation of social and economic development in a particular 
area was formalized. In addition, the availability of opportunities for independent formation of 
financial resources to ensure the community development motivated voluntary integration of 
communities, without use of administrative methods. The latter is the property attained in the 
course of Ukrainian experience in decentralization, unlike many countries where similar 
problems were solved through local self-government.  
 
The Ministry of Regional Development, Construction and Housing, confirms the effectiveness 
of financial incentives to create voluntary local communities in Ukraine. According to it, aside 
from the afore-mentioned 366 united local communities, formed in 2015-2016, since the 
beginning of 2017 40 more communities have held their first local elections in the spring. At the 
same time, their financial capability increases. For comparison, the budget revenues of 159 
communities that have switched to direct relations with the state budget from January 1, 2016 
amounted to more than $ 7 billion UAH in 2016, despite the fact that in 2015, before their 
unification, the figure was only 1.1 billion UAH (Electronic resource, 2017). 
 
The spread and strengthening of the voluntary integration of local communities 
 
Despite the current progress in the establishment of unions of local communities on a voluntary 
basis, there are significant reserves for further development of these trends. First of all, the 
initial phase is not yet completed, because not all settlements, villages, and cities joined in the 
process of regional integration. This situation emphasizes the need to develop measures that can 
ensure the ubiquity of the inclusion of all communities in the search for optimal solutions in the 
system of local self-government.  
 
On the other hand, the motivation to create regional unions should be strengthened using new 
mechanisms, which must be introduced through appropriate legislation. Among these, 
fundamental importance is given to the transfer of control over the lands beyond the territory of 
the united local community by the state. This bill № 4355 the Verkhovna Rada of Ukraine 
considered in April 2016, but it has not received final approval. The bill provides that “public 
property land included in the boundaries of the settlement (except for land that cannot be 
transferred to municipal property) become the property of local community. The decision to 
establish the boundaries of the settlement and extracts from the State Land Cadaster on 
boundary of an administrative-territorial unit and the corresponding land, ownership of which 
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goes to the local community, is the basis for state registration of communal ownership of such 
land (Law of Ukraine “On Amendments to Certain Legislative Acts of Ukraine On the 
Expansion of Powers of Local Authorities in Land Management and Strengthening State 
Control over Land Use and Protection. (in Ukrainian)”. 
 
It should be noted that united local communities vary too much by area and population. In 
Ternopil region the smallest community has less than three thousand people despite the fact that 
some communities have tens of thousands of people. Under these conditions from the very 
beginning of its establishment, the community has at its disposal a variety of resource potential. 
It is possible that differences in quantitative parameters of united local communities will cause a 
significant difference in economic performance. Currently, less than half of new communities 
improved their quality of life. According to the survey conducted in 2015 and 2016, 19% and 
46% of the population felt the improvements resulting from decentralization. The majority of 
the population (59%) believe that local self-government reform and decentralization are 
necessary (Sociological survey, 2015; Proshko, 25. 11. 2015). 
 
 
Fig.2.Functions of regional development agencies in Ukraine (developed by the author) 

 
 
 
The spread of trends in the formation of united local communities revealed the need to revise 
existing zoning. In particular, in Ternopil region, the newly created Tovste, Khorostkiv and 
Zboriv united local communities, home to more than 40 thousand people, in December 2016 
failed to hold elections because of unresolved problems of including into the community rural 
and urban settlements of different districts. The limitations of community integration processes 
by administrative and territorial boundaries decreases the maximum effect of the regional 
reform and results in the need for manual adjustment methods that are not supported by the 
population. Public opinion surveys show that only 3% of citizens of Ukraine are in favor of 
compulsory integration, while 73% – are for the voluntary one (Proshko, 25. 11, 2015). 
As the experience of decentralization reforms in the European Union shows, its success depends 
largely on the creation of new infrastructure. In post-communist EU countries, regional 
development agencies play an important role. The scope of their activity in Ukraine could be the 
creation of employment opportunities for the population to overcome economic inequality of 
regions, providing consulting services, the formation of investment passports of territories, 
creation and promotion of a positive image of the region, educational activities, participation in 
cross-border and macro-regional projects to develop and support strategies for regional 
development (fig. 2). 
 
 In 2016 creation of Regional Development Agencies was launched in Ukraine. Given the 
European experience, the fundamental model of this kind of agencies can be presented 
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according to the functions shown in Fig. 2. The first agencies in Ukraine were created in 21 
regions, of which 10 had already been registered areas, namely in Vinnytsia, Volyn, 
Dnipropetrovsk, Donetsk, Zaporizhia, Luhansk, Poltava, Khmelnytsky, Cherkasy and 
Chernivtsi regions. On February 11, 2016, Cabinet of Ministers of Ukraine adopted Resolution 
№ 258 On Approval of Provisions on the Regional Development Agency. According to this 
resolution, the main functions of the agencies are: 
 
1) an analysis of the socio-economic situation, problems of the region concerning choosing the 
proposals for their solutions; 
 
2) study of foreign experience of implementing regional policies and preparation of proposals 
for the use of good practices in the region; 
 
3) assistance in implementation of regional development strategy and other programs by 
regional entities; attracting investment and loan resources, creating conditions for institutional 
and infrastructural development  
of the region; 
 
4) participation in monitoring the status of the objectives in the region defined by the State 
Strategy of Regional Development and other action plans (Resolution on Regional Development 
Agency, n. d). 
It is impossible not to note that the process of creating new infrastructure for regional 
development is sluggish. In most regions by March 1, 2017 regional state administrations or 
regional councils have made decisions only on the establishment of Regional Development 
Agencies (Zhytomyr, Zakarpattia, Ivano-Frankivsk, Kirovohrad, Kyiv, Lviv, Odessa, Rivne, 
Sumy, Kherson and Chernihiv), and three regions (Mykolaiv, Ternopil, Kharkiv) have not yet 
decided on the creation of agencies (Ministry of Regional Development of Ukraine, n. d.). 
 
Decentralization reforms in Ukraine should be viewed as a mechanism that is able to give a 
boost to other reforms and the development of local economy. They can be the basis for reforms 
to be made in health, education, culture and other areas. This assessment of regional reforms is 
gaining substantial support in the government. According to the Prime Minister of Ukraine 
Vladimir Groisman, they are “a major economic drive. We must understand: national product is 
created locally. Once there are resources at the base level, the local economy will develop 
(Groisman, electronic resource)”. Indeed, in terms of centralization initiative from below had no 
financial basis. Creating unified local communities provided increase of their budgets from 3 to 
7 times. Their annual increase in the 2015-2016 was at 50%. The greatest increase occurred in 
local budgets in 2016; it amounted to 50 billion UAH (Groisman, electronic resource). After all, 
it makes it possible to provide quality services to the population throughout the country and 
increase the GDP. 
In Ukraine in 2015 a trend of developing regional and local infrastructure, local self-
governments started. To facilitate this process local communities are given grants for their 
projects. The amount of such financing in 2016 amounted to 1 billion UAH, and the number of 
implemented infrastructure projects was 1383 (Report on Progress and Results of the Program 
of the Cabinet of Ministers of Ukraine in 2016). 
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Abstract 
 
The article considers the experience of reforms to decentralize the system of administrative-
territorial administration of Ukraine. At this stage, the main changes have affected its base level 
– settlements, villages and cities. Being solved are the problems of achieving optimal 
distribution of powers between the local authorities and executive authorities on the principles 
of subsidiarity and creating viable local communities on a voluntary basis. In Ukrainian 
conditions, a local community is the primary subject of the local self-government, consisting of 
individuals who permanently live in the territory, directly or through municipal structures solve 
local issues, share the communal property, own real estate in the area, pay communal taxes and 
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are linked through individual-regional connections of systemic nature. Formation of local 
budgets is focused on addressing urgent development issues. Based on this, communities should 
learn to build up their revenues, and then budgets should lend new opportunities for the 
development of a community, district or region. The voluntary associations of local 
communities operate under conditions of broad public support in different areas. The law 
stipulates that the new type of community have the right to informational and educational, 
organizational, methodological and financial support. However, the initial phase is not yet 
completed, because not all settlements, villages, and cities joined in the process of regional 
integration. The motivation to create regional unions should be strengthened by transferring 
control over the lands beyond the territory of the united local community by the state. There is 
expediency of creating regional agencies with functions concerning the creation of employment 
opportunities for the population to overcome economic inequality of regions, providing 
consulting services, the formation of investment passports of territories, creation and promotion 
of a positive image of the region, educational activities, participation in cross-border and macro-
regional projects to develop and support strategies for regional development. 
Key words. Regional Development Agency, administrative and territorial structure, 
decentralization, voluntary territorial unions, local self-government, regionalization 
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AUTONOMIE LOCALE ET DEVELOPPEMENT/ LOCAL AUTONOMY AND 
DEVELOPMENT 

-------------------------------------------------------------------------------------------------------------------- 
 
THE CURRENT STATE OF THE LEGISLATION CONCERNING  
LOCAL SELF-GOVERNMENT IN RUSSIAN FEDERATION 
 
 
Tatiana SUMSKAYA12 
 
Introduction 
 
The real budget balance is affected by many factors, but among the main are: economically 
justified distribution of incomes between the various levels of government; the degree of socio-
economic development of the region; independence of budget revenues and expenditures 
forming; differentiation of the structure of income by type, source and time of receipt, by 
industry sector; stability of the revenue base; the effectiveness of budget spending; the quality 
of the legal framework governing the procedures and mechanisms to ensure balance. 
 
It is the quality of law framework initially creates the conditions for achieving balanced 
budgets. The legal framework defines the scope of the rights and powers that the law renders to 
the regional and municipal authorities. And if the subjects of the Russian Federation and 
municipalities under current law, deprived of real authority, for example, in the issue of 
independence of the budget, no initiative and responsibility of the employees of these 
authorities will be impossible to achieve, and for a balanced budget will actually respond to the 
federal center.  
 
Legislation in the field of regulation of intergovernmental relations in the Russian Federation is 
evolving, but the problem of financial support of the local government does not find adequate 
solutions, especially in terms of the tax base income of local budgets. Adopted October 6, 2003 
Federal Law 131-FZ "On General Principles of Local Self-Government in the Russian 
Federation" (Federal Law number 131) has defined a new field of municipal development. 
Among the positive aspects of the new law can be, in particular, a clear separation of powers of 
different levels of government, and the proposed solutions to the problem of unfunded mandates 
imposed on local governments. In addition, the Act contains a provision (Section 3, Article. 18), 
according to which the determination of costs incurred at the expense of local budgets, is the 
prerogative of local authorities. It is important to note that the Act links the order of investment 
of local governments with certain state powers (Article 19) and payment of subventions for their 
performance, and also contains a list of the property necessary for the exercise of powers.  
 
Moreover, the Act prescribes the direction of strengthening the economic basis of local self-
government as for property complex, as for guarantees to municipalities for the formation of 
local budgets and municipal instruments of social and economic development. The Act confirms 
autonomy in shaping the programs and plans for socio-economic development and local 
budgets, the ability of municipal borrowing and inter-municipal cooperation, own revenue base 
of municipalities in the form of local taxes and the share of regulated taxes. However, the law 
continues to ignore many of the pressing problems of local self-government in Russia, including 
the fiscal autonomy of local authorities, for example, imperfect mechanism of financial 
assistance to local budgets, under-funding of expenses transferred to the local level by the 
federal and regional legislation; incomplete separation of ownership (municipal and regional), 
unreasoned process of municipal bankruptcy. This article is devoted to the consideration of 

                                                
12 Institute of Economics and Industrial Engineering of the Siberian Branch of the RAS, Novosibirsk State University 
of Economics and Management, Russian Federation, tanyushka333@yahoo.com  
 



 
 

 42 

these problems. In addition, important attention is paid to other legislative acts, which have 
decisive impact on the functioning of local self-government in Russia. 
 
The negative sides of the Federal Law "On General Principles of Local Self-Government 
in the Russian Federation” 

 
Fundamentally important to the functioning of the local government is the order of formation of 
the revenue of the local budgets. It determines the creation of a stable financial base for the 
implementation of the local authorities of their powers. The law introduced new conditions for 
the formation of the revenue and expenditure side of local budgets, as well as new mechanisms 
complicating intergovernmental relations. If, before the introduction of the new law, local 
budget revenues were divided on their own and nonpermanent, the modern classification 
provides their own income and subventions. 
 
The structure of the own revenues of local budgets has undergone significant changes after the 
adoption of the Federal Law number 131. These now include not only reserved for the local 
budgets on an ongoing basis revenues from local taxes and fees, contributions from federal 
taxes and fees, their own non-tax revenues, but also the income which is predetermined by the 
decisions of the government of the subject of Federation: the means of financial support and 
contributions from regional taxes and fees.  
 
The adoption of such a structure due to the fact that the assets transferred to the budget on a free 
and irrevocable basis, become the property of territorial units of corresponding level. However, 
the new principles of local budgets' forming do not solve the problem of dependence of local 
budgets from budgets of higher level. Also these  principles distort the situation of dependence 
on subsidies.  
 
Current approach provides the formation of local self-government on the basis of granting him 
state powers. But even if granting it sufficient funds to carry out these powers, it defeats the 
purpose and principles of local self-government, ie choice by the local community functions 
necessary for its development and its interests. Of course, the empowerment from higher level is 
possible and even necessary, but in any case not as an obligation of local government 
established by the constitution. Such authority should be established on a parity basis.  
Legitimacy of penalties introduced by the new law for the improper exercise of State authority 
by local authorities is doubtful. For such cases, the law provides the dissolution of the 
representative body or the removal of the head of the municipality, regardless of how they 
solved the problems of local importance. Thus, the exercise of State authority by bodies of local 
self-government, in fact, put above the performance of those functions for which they were 
created. 
 
Another critical issue of local government - is to build a system of budget equalization schemes 
of urban and rural settlements, as well as municipal and urban districts. The variant, provided 
for in the Act, is too cumbersome and complex, which may increase the "lack of transparency" 
of local budgets and create additional opportunities for the misuse of budget funds. Equation of 
the fiscal capacity of settlements will be carried out by forming in the budget of the Russian 
Federation Regional Fund for financial support of settlements. Grants from the Fund  are 
distributed among the budgets of settlements on a per capita basis. In addition to this fund they 
provide the establishment of district funds for the financial support of settlements. Grants from 
these funds should be provided to the settlements with the estimated fiscal capacity below the 
level set as a criterion for budget equalization schemes for settlements of the municipal district. 
In this case, the estimated budget provision of settlements is determined by the ratio of tax 
revenue per capita. Equalization of fiscal capacity of municipalities (urban districts) is based on 
a similar mechanism through the provision of subsidies from the regional fund for financial 
support of municipal districts (city districts). It would be better to use a two-step mechanism for 
financial aid to local budgets, in which the regions equalize fiscal capacity of municipalities and 
city districts and municipal districts - urban and rural settlements.  
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Another problem is related to the redistribution of municipal and regional property arising as a 
result of establishing of municipalities of various types. First of all, it will affect the land and 
real estate. In addition, the current territorial ownership structure relies heavily on the existing 
territorial division and hierarchy of settlements, will also be seriously broken, which can lead to 
political conflicts.  
 
It should be added that according to the new Act subjects of the Federation have the right to set 
boundaries of municipalities in accordance with their own ideas about the economic feasibility 
of the development of the territory. As a result, a number of cities, that  previously had the 
status of regional importance, in the formation of a new territorial organization of local self-
government was not granted the status of city. It deprived them of the authority and, 
consequently, the possibility of self-sustaining economic development and investment 
attraction. Infringement of the interests of these cities leads to serious conflicts in the region, 
which was to be expected, since downgrading to urban settlements made them equal by 
authority to rural settlements. Among these cities are more than 100 cities with the status of the 
cities of regional importance, including Priosersk, Gatchina, Shelehov, Angarsk, etc. The 
reasoning of these decisions by the subjects of the Federation authorities as a measure necessary 
for the financial strengthening of the economically weak rural areas, it is not convincing.  
 
Within three years after the adoption of the Federal Law of October 6, 2003 № 131-FZ 
numerous amendments have been made 

13
. Amendments adopted in September 2005 by the 

Federal Law number 131, established a transitional period until 1 January 2009. However, the 
provisions of the Law, to the extent not relating to the powers and budgets of the newly 
established settlements, should have been applied January 1, 2006. In the newly created 
settlements, the order of their solutions to local issues during the transition period should be 
determined annually by the laws of subjects of the Federation. This means that local issues of 
newly created urban and rural settlements partially or even fully can be transferred to municipal 
districts. And enrollment of revenue sources allocated to the settlements (including local taxes - 
land and personal property tax) in the district budget is allowed. In this case, the income and 
expenses of settlement may be included in the budget of the municipal area, i.e. funding of 
settlement can be carried out under the estimate.  
 
 
The new procedure for establishing taxes, fees and special tax regimes. 
 
Federal Law № 95-FZ of January 1, 2005, which amends the Tax Code, establishes the types of 
taxes and duties to the Russian Federation, as well as special tax regimes.  
 
The Law sets 10 kinds of federal taxes: value added tax, excises, tax on personal income, the 
unified social tax, corporate income tax, the tax on mineral extraction, inheritance tax or gift 
tax, water tax, charges for the use of fauna and for the use of aquatic biological resources, and 
the state fee. Regional taxes are charged property tax, tax on gambling and motor vehicle tax. 
Local taxes include land tax and a tax on personal property.  
 
Thus, in a system of taxes and fees in Russia are no longer included customs duties and charges, 
payments for the use of forest resources, payments for negative impact on the environment, 
regulated by special federal laws.  
 
The Law changes budgetary allocation rate of income tax. Now you need to deposit 6.5% in the 
federal budget, and 17.5 – in the budgets of subjects of the Russian Federation, local budgets 
don't get any part of income tax. Then, income tax rate may be reduced for certain categories of 
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taxpayers. In this case, the aforesaid tax rate can not be lower than 13.5% (previously - not less 
than 13%).  
 
Special tax regimes are iintroduced, which include: 
- The tax system for agricultural producers (unified agricultural tax); 
- Simplified system of taxation; 
- The tax system as a single tax on imputed income for certain activities; 
- Taxation system with production-sharing agreements.  
 
The structure of regional budgets changes in the direction of increasing. The Law sends to the 
regional level providing social guarantees to certain categories of citizens: veterans of labor and 
home front, politically rehabilitated citizens, child allowances. The law sends to the level of a 
subject of the Russian Federation funding of specialized secondary schools and colledges 
technical education. 
 
The introduction of new principles and mechanisms of the budget system 
 
Federal Law № 120-FZ, which came into force on January 1, 2005 excludes an indication of the 
presence of three levels of the budget system of the Russian Federation. The law provides the 
separation of local budgets on the budgets of the two levels (types) - municipalities and 
settlements. 
 
The law introduces a new principle of equality of the budgetary rights of the Russian 
Federation, municipalities. It prohibits the establishment of the individual, not relevant to the 
Tax Code relationship between different levels of government in the implementation of the 
budget process. In addition, the Law establishes common principles and mechanisms to provide 
transfers to the budgets of other levels of the federal budget, the budgets of subjects of the 
Russian Federation and local budgets. There is a new chapter that regulates the status and 
functions of temporary financial administration. The introduction of temporary financial 
administration is made for a period of up to 1 year by the decision of the arbitral tribunal if the 
arrears of the subject of Russian Federation (municipality) exceeds 30% of its income 
corresponding budget. The Law defines the concept and structure of the debt, and set the 
functions and powers of temporary financial administration. 
 
It should be noted that the estimated budget provision of municipality is determined by the ratio 
of tax revenues per inhabitant. But, in fact, it is rather a tax provision, as the points are based on 
tax revenue per capita. It would be reasonable to determine budget provision by all the per 
capita income of municipality, except for gratuitous transfers from other budgets.  
 
The Law establishes the following principles of distinction of budgets revenue sources:  
- assignment to an  own income of all revenues, except for subsidies, ie financial assistance 
also; 
- transformation of governing revenues to fixed income; 
- rejection of the splitting of the regional and local taxes by federal law; 
- the establishment of uniform standards for deductions from federal and regional taxes to the 
budgets of the subjects of Russian Federation (local budgets); 
establishment of the possibility of differentiation of norms of deductions from the tax on 
personal income to local budgets. 
 
The Law refers to local taxes (tax settlement) - the tax on personal property and land tax, which 
will be fully credited to local governments and to local taxes (municipal areas) - the tax on 
personal property and land tax levied on inter-settlement areas.  
 
It should be noted that the subject of the Russian Federation itself decides what part it passes in 
the form of additional tax deductions, and how much in the form of intergovernmental transfers, 
including subsidies to equalize budget capacity from regional funds for the financial support to 
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municipalities. This right can be realized by the establishment of uniform standards for the 
budgets of all types of municipalities (villages and urban districts, municipal districts), or for 
certain types of them, for example, municipal and urban districts or villages and urban districts.  
 
In accordance with the budget reform, the subjects of the Federation have the right to transfer to 
local budgets a portion of any tax to be paid to the regional budget for uniform standards on an 
ongoing basis (i.e., without a time limit), but this feature is not widely used. Regions give 
preference to the traditional subsidized forms of budgetary control or replacing standards of tax 
deductions that are fixed only for one budget year. This approach is quite understandable. 
Preferred orientation to uniform standard allocations to local governments from the federal and 
regional taxes to be paid to the budgets of the subject of the Federation does not take into 
account the significant differentiation of economic and budget capacity of municipalities, as 
well as the tax base for the tax passed. As a result of the transfer of revenue sources, saturation 
of the local budgets of some areas leads to a glut of other budgets. 
 
 
Revision of federal legislation on local self-government 
 
It is necessary to mention another important law № 122-FZ, which came into force on 1 January 
2005, which is unprecedented both in scope and in the number of adjusted legislation. This law 
amended 153 Federal Laws, fully or partially canceled another 111 legislative acts, ie generally, 
264 pieces of legislation have been changed or canceled. The changes are aimed at the revision 
of the federal law as it relates to the division of powers between different levels of government 
and their financial security. In particular, in relation to citizens, whose social support is related 
to the powers of the federal authorities, the law established a basis for replacement of the natural 
benefits (except benefits for housing and communal services) by month cash payments.  
 
In the area of social policy the Law defines issues of local importance as: provision of low-
income citizens in need of better housing, living quarters; guardianship and trusteeship. All 
other powers on social policy and social support can be carried out by local authorities or by 
subsidies in case of provision of relevant public authority, or on its own initiative in the 
presence of its own funds in the cases expressly provided by federal laws and laws of subjects 
of the Russian Federation. In addition, law defines to the powers of the state authorities of 
subjects of the Russian Federation: subventions to local budgets for the payment of the citizens 
of targeted subsidies for housing and communal services in accordance with standards 
established by the laws of the Russian Federation. 
 
Empowering the public authorities in terms of intergovernmental fiscal relations. 
 
In order to adapt all levels of government to the new system of intergovernmental relations in 
the reform of local self-government the Federal Law № 198-FZ of 27.12.2005, for a transitional 
period of 2006-2008. greatly expanded the rights of state authorities of subjects the Russian 
Federation regarding budgetary control. Thus, the subjects of the Russian Federation have the 
right to substitute (after consultation with municipalities) subsidies from regional funds for the 
financial support of settlements and municipal districts with additional standards of deductions 
not only of the income tax on individuals, but also of any other federal or regional taxes and 
fees received by the Regional budget. Law № 198-FZ, for a transitional period of 2006-2008. 
expanded the capabilities of subjects of the Russian Federation on the application of the 
mechanism of "negative transfer" by lowering the threshold when used with a 2-fold excess of 
tax revenues to the level of 1.3 on average in a subject of the Russian Federation. [2] 
 
Empowering of municipalities 
 
Further changes in the budget legislation also affected the concept of municipal reform (Federal 
Law of 31 December 2005 № 199-FZ). One of these changes relates to the delimitation of local 
issues and delegated state authority in terms of sources of funding that local government reform 
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plan considers to be sufficiently rigid. Law № 199-FZ, expanded the powers of municipalities, 
giving them the right to perform on its own initiative not only state powers transferred to them, 
including installing additional measures of social support and social services for certain 
categories of citizens, regardless of whether the provisions that establish the right specified in 
federal laws. Thus, the Federal Law № 199 introduces voluntary power, which do not guarantee 
to the population receiving social benefits, since their implementation depends entirely on the 
will of the subjects of the Russian Federation and of whether they have the financial resources. 
 
Another change made by the Law № 199-FZ, concerns a clear delineation of local issues 
between the two levels of municipal entities - municipal districts and villages. Although this 
provision in the Act is preserved, but lost clarity of this distinction, because in most local issues 
clearly delineate the powers between the district and the settlement becomes impossible.  
 
The lack of clarity in the division of powers between the different levels of municipalities 
creates uncertainty in the delineation of property between them. Inconsistency of the 
relationship of authority and ownership is also reflected in the fact that the list of objects of 
property that may belong to municipalities in accordance with Art. 50 of the Law № 131-FZ, is 
not extended in accordance with the new issues of local importance, included in the competence 
of the municipal districts and settlements Law № 199-FZ. 
In general, the changes made by the Law № 199-FZ in the concept of municipal reform, do not 
give an unambiguous interpretation. On the one hand, they are derived from the needs of the 
practice, allowing you to mitigate those apparent contradictions and inconsistencies, which were 
risen by the Law № 131-FZ. However, on the other hand, they have made a significant step 
towards replacing consistently implemented concept by conceptually not well thought-out steps 
that can only complicate the reform in the future. [1]  
 
The new version of the Budget Code 
 
Adopted in 2007, the new version of the Budget Code (Federal Law № 63-FZ of 26.04.2007) 
aims at enhancing the efficiency of financial management at the regional and local levels. First 
law established the concept of “public legal formation”. A number of innovations in the budget 
process was Introduced. In particular, the Code provides the organization of the budget on the 
basis of expenditure obligations of the authorities of subjects of the Russian Federation and 
municipal entities, as well as a requirement of development budgets of all levels for a period of 
3 years. The formation of budgets is focused on a new methodology for the development, 
adoption and implementation of the budget, which implies a transition to a medium-term budget 
planning and system of performance budgeting. 
 
Feature of the new version of the Budget Code is the introduction of new principles of the 
budget system, changing the names and content of a number of operating principles, as well as 
the exclusion of some previously declared, principles. So, the new ones are principles of 
jurisdiction of budget expenditures and unity of fund. The principle of targeting and targeted 
nature of the use of budget funds suffered, in our opinion, not the best change, because there is 
no more requirement that any action leading to impaired targeting budgeted funds or to the 
direction of the purposes not specified in the budget when allocating specific amounts of funds 
are in violation of the budget laws. The new version of the Budget Code does not contain the 
principle of balanced budgets of the Russian Federation. It seems that this principle is crucial 
for developing the budgets of all levels, especially the local.  
 
Today we have to talk about the weakness of the legal framework governing the procedures and 
mechanisms to achieve a balanced budget. The Budget Code of the Russian Federation in its 
present form does not answer a number of questions directly related to the problem of balanced 
budgets. As a result, the subjects of the Russian Federation and municipalities do not have today 
those revenue sources that would allow them to dispose of most of the assets of its own budget 
independently and for a long time. The current situation to some extent related to the vague 
wording of the principle of division of revenues, expenditures and sources of financing of 
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budget deficits between the budgets of the budgetary system of the Russian Federation (Art. 30 
of the Budget Code of the Russian Federation). It states that the principle means of income 
binding in some budget in accordance with the legislation of the Russian Federation, while any 
criteria according to which binding revenue should be made are not specified nor the period for 
which this income must be fixed for the budget. As a result, income differentiation between the 
budgets is decided in favor of the federal level, that has secured all the important taxes, and the 
subjects of the Russian Federation and municipalities have no real independence. It does not 
promote the development of local initiatives, generates financial dependency, and as a result - is 
harmful just for federal interests. 
 
In reality, today's predominant part of the subjects of the Russian Federation are unable to 
realize declared in Art. 31 of the Budget Code of the Russian Federation the right to work out 
balanced budgets independently, as balancing the budget expenditures and the sources of their 
funding depends largely on the amount of funds transferred to the regional budgets in the form 
of intergovernmental transfers. Great value (not just absolute, but relative) of subsidies and 
subventions allocated from the federal budget for these purposes clearly leads to the fact that the 
declared in Art. 31 the right "to determine the shape and direction of spending budgets" subjects 
of the Russian Federation and municipal entities cannot be fully realized. Furthermore, in the 
Art. 31 of the Budget Code of the Russian Federation there is no legal guarantee of judicial 
independence of regional defense budgets, without which this principle cannot be fully realized 
due to a clash of interests of various levels of government. 
 
Characterizing the principle of independence of budgets, we should remember that it appeared 
in the 90s. last century, i.e. at the time of the formation of a new budget system of Russia. Then 
the concept of "own revenues" of the budget was included in the scientific and practical 
turnover, designed to reinforce the principle of independence of budgets specific types of 
revenue receipts. The concept of "own revenues" has replaced the old division revenues for 
fixed and adjustable. At the same time this concept gradually changed both in terms of the 
content of the very definition and classification of specific types of income to the composition 
of their own. [3]  
 
Over time, the composition of own revenues has spread to cover not only the sources that are 
assigned to specific types of budgets in the long term, but the revenue accruing to the budget in 
the order of fiscal adjustment and changed annually. As a result, today own revenues include all 
types of income, other than subventions. In these circumstances, the category of "own revenues" 
cannot be considered as a tool for independent budgets.  
 
Evaluating the content of art. 47 of the Budget Code of the Russian Federation (own revenue of 
budgets), it should be emphasized that it gives only a list of fees that are included in the concept 
of own budgets revenue, but there is no definition of the concept, nor of those classifications, 
according to which this or that income may be included in the own revenues. Thus, the article 
does not reveal the economic content of own revenues, they are only considered from the 
perspective of the owner, who is a public law (state or local) formation in the face of an 
appropriate subject of power. [3]  
 
There is no doubt that the tax revenues that are assigned to specific types of budgets are really 
in their own by economic substance and legal form. However, the same cannot be said about the 
other part of the budget revenue coming into the territorial budgets by redistribution in the form 
of intergovernmental transfers or partially replacing them additional interest deductions from 
the tax on personal income. In this second part of the economic nature of revenue receipts are 
not the same as the legal form, and therefore quality of these revenues will be different than that 
of income, where there is such a coincidence.  
 
The new version of the Budget Code provides for the establishment of expenditure 
commitments taken at all levels of public authority on the basis of 2005, when the first division 
of powers was done between them. Meanwhile, from 2005 to 2007. further division of powers 
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between levels of public authorities was carried out, which resulted in significant additional 
powers entrusted to the regions and local government. However, regulations on the distribution 
of income levels of the budget system, developed at the beginning of 2007 are laid the basis for 
the formation of the budgets of all levels, and spending commitments - at the beginning of 2005. 
[4] 
 
Negative trend in the legal regulation of budget relations is to establish more stringent 
requirements and restrictions in relation to the municipalities compared with the regions, 
whereas those rules must be identical to the budget by the equality of rights of local 
governments and municipal authorities of subjects of the Federation. So, the new version of the 
Budget Code provides additional terms of intergovernmental transfers for highly subsidized and 
subsidized municipalities – it introduces not two, as for subjects of the Federation, but three 
stages of restrictions depending on the share received by intergovernmental transfers. In 
addition, municipalities, whose share of intergovernmental transfers for two of the last three 
financial years in the own revenues exceeds 10%, have additional restrictions in terms of labor 
costs of municipal employees and the maintenance of power, whereas with regard to the 
subjects of the Federation, this share is 20% [4]. 
 
Conclusion 
 
Thus, summing up the changes in the inter-budgetary relations one can state that in the 
regulation of local government there are still a number of problems, among which are the 
following: 
 
- the persistence of significant disparities in the financial division of powers between the center, 
regions and municipalities; 
- transposition of excessive burden on settlement municipalities; 
- reduction of independence of local self-government in the spending of budget funds; 
- inevitable process of redistribution of property between the regional authorities and the two 
levels of local government; 
- centralization of revenue sources on sub-national budget of the Russian Federation; 
- decrease of equalizing opportunities in budget capacity of municipalities, due to the increased 
volume of targeted transfers, sent to all local governments, regardless of their financial well-
being;  
- strengthening of parasitical attitudes of local autocracy; 
- risk of the unreasonable suspension of local government powers;  
- the responsibility for the inter-settlement areas that are in the sparsely populated and remote 
areas, on the municipal districts;  
- inability to give the status of city district to towns, on whose territory there is the social 
infrastructure serving the population of the district; 
- complexity and unifying of mechanism for distributing financial assistance to municipalities; 
- shortages of qualified personnel needed to fulfill local issues of municipalities, and to conduct 
appropriate fiscal accountability; 
- unjustified increase in the number of municipal employees, the rising cost of municipal 
government in the formation of the two levels of local government; 
- the formation of a situation where none of the levels of government can be held accountable 
for the implementation of many social powers. 
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Summary 
 
The article characterizes the changes contemplated major federal laws regulating the procedure 
and mechanisms of balancing local budgets. Particular attention is paid to the Federal Law 131-
FZ "On General Principles of Local Self-Government in the Russian Federation" dated 
06.10.2003 and the new version of the Budget Code - Federal Law "On Amendments to the 
Budget Code of the Russian Federation in terms of regulating the budget process and the 
Annulment of Certain legislative acts of the Russian Federation »№ 63-FZ of 26.04.2007. The 
author highlights the positive and negative aspects arising in connection with the entry into 
force of the legislation. It is noted that there are problems still ignored by many of the pressing 
problems of local self-government in Russia. The author analyzes other federal laws that have a 
significant impact on local government. The article describes the problems arising in the 
implementation of the reform of local self-government.  
 
Keywords: Legislation on local self-government, the financial basis of local government, 
revenues and expenditures of local budgets, local government reform. 
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DEVELOPMENT 
-------------------------------------------------------------------------------------------------------------------- 
 
 
TERRITORIAL DEVELOPMENT PARADIGM IN PRACTICE 
 
Monika SŁUPIŃSKA14 
 
 
Introduction 
 
Cohesion policy is crucial for the dynamics of European integration; it is a kind of a 
“barometer” of the strength and direction of the process, around which the European debate has 
developed in recent years15.  
 
Cohesion policy implemented by the European Union in recent years gradually departs from its 
redistributive model and evolves towards a policy based on the use of endogenous potential and 
specificity of individual territories. Thus, the cohesion policy becomes increasingly more 
focused on the development potential of the European Union with territorial dimension playing 
a more important role in its programming and implementation.   
 
The EU cohesion policy in the programming period 2014-2020 makes clear references to the 
research legacy, which exposes territorial nature of development16. The adoption of the thesis on 
the role of territory in growth results from the recognition of research legacy that highlights the 
role of local communities and resources, which act as a specific base for local development. 
Place-based approach should better use hidden or inappropriately used resources and territorial 
specificities of all territories. It forces out closer and better coordination of all sectoral policies 
with territorial impact and continuous evaluation of their territorial effects (e.g., agricultural and 
transport policies17). 
 
I. Pietrzyk, one of the pioneer promoters of territorial development paradigm in Poland, defines 
territory as a specific social construct based on common history of a particular community, its 
common culture, knowledge, and skills (Pietrzyk, 2004, pp. 12-13). In turn A. Jewtuchowicz 
perceives a territory as an entity that follows its own organisational logic, which may act as a 
stimulus or a barrier to the growth of enterprises based in the territory in question 
(Jewtuchowicz, 2005, pp. 63-66). 
R. Camagni observes that: as widely apparent from current research work, ‘territory’ is a better 
term than (abstract) ‘space’ when referring to the following elements:  
 
- a system of localised externalities, both pecuniary (where their advantages are appropriated 
through market transactions) and technological (when advantages are exploited by simple 
proximity to the source);  
- a system of localised production activities, traditions, skills and know-hows;  

                                                
14 Dr, Assistant professor at the Department of Regional Economy and Environment of the University of Lodz, 
monika.slupinska@uni.lodz.pl 
15 For more about the relationship between cohesion policy and models of European integration see another author’s 
paper: M. Słupińska, (2012) Integracja europejska czy dezintegracja – polityka spójności Unii Europejskiej w świetle 
teoretycznych modeli integracji, [in:] E. Molendowski (ed.), Globalizacja i regionalizacja we współczesnym świecie, 
Wydawnictwo Uniwersytetu Ekonomicznego w Krakowie, Kraków, 2012 
16 Theoretical ideas of regional development, such as, network development (Castellis, 2008), a learning region 
concept (Florida, 2000), or the new endogenous growth theory (Romer, 1994, after: Szlachta, Zaleski, 2009) provide 
theoretical foundations for programming and implementation of the European Union cohesion policy.  
17 Sectoral policies should benefit from the potential and experience of regional policy in building up the territorial 
integrated approach, and follow the principle of partnership, which better engages all actors into social, economic, 
and territorial growth.   
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- a system of localised proximity relationships which constitute a ‘capital’ – of a social 
psychological and political nature – in that they enhance the static and dynamic productivity of 
local factors;  
- a system of cultural elements and values which attribute sense and meaning to local practices 
and structures and define local identities; they acquire an economic value whenever they can be 
transformed into marketable products – goods, services and assets – or they boost the internal 
capacity to exploit local potentials;  
- a system of rules and practices defining a local governance model. (Camagni, 2008, p. 37) 
 
Local communities, how they are organised, formal and informal institutions, rules, local 
development management model shaped over the years of historical development of a territory 
and the community of experience are fundamental factors of local development specified in 
territorial development paradigm (Słupińska, 2016, p. 26). The adoption of territorial 
development paradigm as a basis for considerations on regional development implies the 
necessity to focus on key building blocks of a territory. Studies on economic development of 
territorial units more and more often highlight the role of the so called soft factors of local 
development, such as: social capital, cultural capital and governance (Barczyk, 2010, p. 134).   
 
Published in 2009 report by Fabrizio Barca, commissioned by the then commissioner for 
regional policy Danuta Hübner, exerted the biggest impact upon the present shape of the 
cohesion policy. Barca invited academics and EU Member States officials responsible for the 
programming and implementation of the cohesion policy to work on the idea of its reform. As 
noted by I. Pietrzyk, in his report Barca invalidated many commonly held views about the  
cohesion policy, which challenged its rationale and provided substantive arguments in favour of 
its continuation. Cohesion policy was generally criticised for, inter alia, being boiled down to 
redistributive functions, progressing „Lisbonisation” (giving preference to competitiveness over 
solidarity), and – most importantly – for being too costly and leading to the overall reduction of 
economic efficiency compared to spatial concentration of development, which positively 
translates into competitiveness. The report points to the need to have a cohesion policy that 
would take account of specific and often highly differentiated conditions in individual regions, 
based on innovative development management models, in particular on  multi-level governance 
(Pietrzyk, 2013, pp. 150-151 after Słupińska, 2016, pp. 58-59). 
 
Thus, as a result of evolution the cohesion policy diverges from the previous model of resource 
redistribution to underprivileged regions and focuses on supporting internal mechanisms and 
factors conducive to social and economic development. This is the best and the most appropriate 
way to identify the capabilities and needs of individual territories, which requires close 
cooperation with territorial local governments to specify detailed goals of public intervention.   
 
Place-based approach to development in non-European countries 
 
Place-based policy and innovative partnership are solutions observed also at international level 
where some countries have already invested in building up their development capacity 
following these concepts. One of these countries is Australia, which invested a lot in place-
based policy and building local capabilities (Australian Centre of Excellence for Local 
Government, 2009); United States come as another example where the United States’ Office of 
Urban Affairs in 2010 launched a general review of programmes and policies, which impact 
local communities (Douglas, 2010); and Canada, where the approach of Paul Martin’s liberal 
government was interpreted by many observers as a place-based policy with clearly visible 
innovative transfers for the modernisation of local infrastructure. The review in the United 
States sought to more fully integrate federal investments at regional scale to better influence 
local development processes. The exercise initiated by President Obama clearly demonstrated 
that there were many possibilities available in the government agenda: elimination of 
unnecessary programmes not addressed to any particular territory and replacing them with 
innovative regional policy, which could improve the economic performance, environmental 
sustainability and opportunities offered to urban and rural population. Remarkably, in the course 
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of federal budget procedure for 2012 some modifications were introduced to make the existing 
policy framework more place-based.  
 
Instead of top-down, prescriptive approach, regional policy should contribute to boosting 
innovation, sound economic principles, environmental sustainability, and social and cultural 
progress. Bradfrod openly argues that the United States realised that countries, which invest in 
cities and local communities will most probably be among top leaders of progressive changes in 
the 21st century (Bradford, 2005, after Słupińska, 2016 p. 66 ). 
 
In order to be effective, place-based policy necessitates broad cooperation of central and 
regional level actors and identification of mechanisms specific for a particular place, which 
could trigger growth not only in a given neighbourhood or community but would also release 
broader development processes.  
 
Place-based approach adapted to development through the EU cohesion policy 
 
Integrated place-based approach defines cohesion policy as a policy directed towards the 
exploitation of the internal development potential, territorial resources, including knowledge, 
and as a policy that enables interventions tailored to specific territorial circumstances. Correct 
identification of capabilities and needs of individual territories means close cooperation is 
needed between central government and local authorities, which implies deeper engagement of 
regional and local authorities into the programming and implementation of the cohesion policy. 
New cohesion policy (in the opinion of authors of the Barca report) should better respond to 
specific needs connected with endogenous development potential of individual territories. 
 
Barca report outlines premises of the European cohesion policy and recommendations for its 
comprehensive reform based on 10 “pillars” (Table 1). The reform is expected to produce policy 
of economic and social cohesion that fits specific needs of often highly differentiated territories.   
 
One of the major postulates proposed in the Barca report concerns the adoption of place-based 
approach to development, referred to by the author as place-based policy, as the foundation of 
the European Union cohesion policy. Territorial paradigm of development  justifies why the 
cohesion policy should cover all of the EU area, not just problem regions, which for years have 
been almost exclusive beneficiaries of structural funds (European Social Fund excluded). Better 
exploitation of the potential inherent in the regions, also the richest ones, will allow maximising 
the effects of cohesion policy (Słupińska, 2016, p. 63). 
 
Place-based approach that exerts integrated impact upon place-based development calls for a 
broader inclusion of the territorial dimension in EU sectoral policies 18 .

                                                
18 The so called methodological principles developed and adopted by the EU Cohesion Policy Council under the 
French presidency are the source of information on potential solutions that allow for “territorialisation” of public 
policies. The document contains a recommendation concerning the need to take account of place-based impact of key 
development strategies and policies already at the stage of their strategic planning. Another postulate is better 
complementarity and links among key strategies, a sectoral policy and the cohesion policy. Against this backdrop, the 
EU Council recommends improving knowledge on place-based impact of key development strategies and policies 
and actions that would enable better monitoring and evaluation of decisions with place-based impact. To be effective, 
these operations necessitate properly organised coordination at European and national levels and promoting place-
based approach and projects in all sectoral policies with strong territorial impact (Contribution of the ministers in 
chargé of spatial planning and the cohesion policy gathered in Marseilles on 26 November 2008: Methodological 
contribution to the analysis of sector-based policies – recommendations for taking into account the territorial 
dimension in the key dossiers, [after:] National  Strategy of Regional Development 2010-2020: regions, cities, rural 
areas, Ministry of Regional Development, Warsaw 2010) 
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Table 1: Main pillars of the cohesion policy reform (proposed in F. Barca report) 
 
Pillar 1: Innovative 
approach to concentration 
on core priorities and a 
conservative territorial 
allocation   

Concentrating 55-65% funds on 3-4 core priorities, including one connected 
with social inclusion. Regional allocations of funds in individual countries 
should result from internal decisions negotiated between the Member States 
and their regions, depending on needs and strategies. No change should be 
introduced to eligibility criteria for regions (the existing threshold of 75% 
GDP), which will focus funding on the least developed areas.  

Pillar 2: A new strategic 
framework for cohesion 
policy 
 

Dialogue concerning the strategy between the Commission and Member 
States (or, in some cases, regions) should be strengthened; it should also be 
based on the European strategic development framework, which clearly 
specifies principles, indicators, and tentative targets against which the 
performance will be assessed. 

Pillar 3: A new 
contractual relationship, 
implementation, and 
reporting aimed at results 

The Commission and the Member States should work out new contractual 
relations (National Strategic Development Contract) focused on efficiency 
and verifiable commitments. 
 

Pillar 4: A strengthened 
governance for core 
priorities 
 

To streamline the management of core priorities performance monitoring 
must be improved and conditionality principle should be applied to 
institutional framework. The European Commission should create a high-
standard system of indicators, specify their target values and apply tools 
encouraging to the fullest achievements of adopted goals (a system of 
rewards and sanctions, even pecuniary penalties to be imposed on the 
Member States, which do not comply with common resolutions and 
Commission’s recommendations). 

Pillar 5: Promoting the 
principle of additionality, 
as well as innovative and 
flexible spending 
 

The Commission should foster the principle of „additionality” (a guarantee 
that Member States do not replace domestic funds with the EU resources) 
and establish a direct link with the Stability and Growth Pact. To ensure 
desired innovation and higher value added of the applied measures we need 
contractual commitments. 

Pillar 6: Promoting 
experimentalism and  
mobilising local actors 

The Commission and Member States should support experimentalism and 
strive for achieving sound balance between creating an incentive for local 
actors to get involved and the use of policy by various stakeholder groups 

Pillar 7: Promoting the 
learning process: a move 
towards prospective 
impact evaluation 

Improved development and implementation of methods used to estimate  
what the outcome would have been had the intervention not taken place 
could contribute to better understanding, which actions are more effective in 
what circumstances and would introduce more discipline into planned 
actions.  

Pillar 8: Refocusing and 
strengthening the role of 
the European 
Commission as a centre 
of competence 
 

A reformed cohesion policy requires deeper specialist knowledge of 
Commission officials and better coordination among Directorates General 
(mainly DG REGIO, DG EMPL, DG AGRI, and DG MARE) to match 
Commission’s competence and the role it is playing in the cohesion policy. It 
would mean substantial investments in human resources and organisational 
changes.  

Pillar 9: Greater 
efficiency of financial 
management and control 
 

Greater efficiency in managing structural funds through continuous 
simplifications and considering other ways of cost reduction and other 
burden for the Commission, Member States and beneficiaries. Directorate 
General for Regional Policy (DG REGIO) should also be strengthened by 
resources released in other Directorates. 

Pillar 10: Reinforcing 
the high-level political 
system of checks and 
balances  
 

The Barca report proposes the creation of a better system of checks and 
balances among the Commission, European Parliament, and the Council by 
establishing a formal Council for Cohesion Policy. 

Source: author’s own studies based on F. Barca, 2011 
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Place-based approach in cohesion policy: challenges to Polish regions 
 
Undoubtedly, the current shape of the cohesion policy fosters the role of regions in its 
implementation. On the other hand, however, it imposes greater responsibility upon regional 
administrations, which must create appropriate conditions to be able to receive assistance. 
 
For Polish regions new cohesion policy implies some changes linked with new opportunities 
and challenges. Regions are increasingly more influential when it comes to the content and 
implementation of regional operating programmes; they are also involved in the drafting of 
Partnership Agreement. These changes open up new possibilities to regions, which may 
promote their own priorities and strategies. However, more responsibility and discipline in 
operations undertaken by public authorities proposed by the European Commission mean 
regional and local authorities will have to initiate activities that will meet the conditionality 
criterion. Central government is expected to meet the same criterion. Implementation of the 
cohesion policy in accordance with principles laid down by the European Commission requires 
the government and local authorities to improve the quality and efficiency of national and 
regional labour market, educational or social policies19.  
 
Partnership Agreement (PA), in which Poland specifies how it plans to deliver its development 
goals using the European funds, outlines the strategy of implementing the EU funds in Poland in 
the period 2014-2020. Its assumptions were adopted by the Polish government on 15 January 
201320.  
 
The Partnership Agreement explains how the European funds will be allocated between three 
EU policies: cohesion policy, common agriculture policy (CAP), and common fisheries policy 
(CFP). The PA is implemented through national and regional operating programmes (NOP and 
RPO, respectively). The Partnership Agreement, together with operating programmes, makes a 
comprehensive system of strategic domestic documents.  The PA specifies expected outcomes 
of allocated resources and its financial framework. Based on the Partnership Agreement we may 
also identify detailed content of national and regional operating programmes (Słupińska, 2012).  
 
Place-based approach to social and economic development is reflected in national and regional 
operating programmes21. In line with the place-based approach to development, any intervention 
provided for in the Partnership Agreement has been carefully adjusted to the needs of individual 
territories. Based on the National Strategy of Regional Development 2010-2020: Regions-
Cities-Rural areas (Ministry of Regional Development, 2010), strategic intervention areas 
(SIA) have been identified, where the so called integrated initiatives will be implemented that 
combine resources and instruments of various EU policies and funds.  
 
For Poland territorial aspect of the new EU cohesion policy is the most important since the 
country is the biggest beneficiary of the EU cohesion policy. In the current programming and 
implementation period of the cohesion policy regions have received much more resources to 
manage. On the one hand, it means regions have more possibilities to identify and deliver their 
own development priorities; on the other hand, they have been entrusted with more 
responsibility for received resources, which is why they must work out mechanisms capable to 
optimise the coordination of intervention. The accomplishment of tasks connected with the 
implementation of the EU funds has been divided between the central government and local 
                                                
19 Evidence-based Cohesion Policy and its role in achieving Europe 2020 objectives, a study commissioned by the 
Ministry of Regional Development, Warsaw 2011 
20 The document identifies, inter alia, types of investment projects eligible for support from the EU funds, it sketches 
the structure of operating programmes, their implementation and the division of competence in managing the EU 
funds among national and regional authorities. 
21 More on this subject in the author’s paper: Słupińska M. (2012), Regiony w polityce spójności Unii Europejskiej w 
latach 2014-2020, [in:] E. Pancer-Cybulska, E. Szostak (eds.), Polityka spójności w okresie 2014-2020 a rozwój 
regionów Europy, Prace Naukowe Uniwersytetu Ekonomicznego we Wrocławiu Nr 227 
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authorities in accordance with the principle of subsidiarity and a territorial contract will be the 
tool that guarantees the complementary nature of undertaken actions.  
 
Nevertheless, there is a problem of Poland’s extremely poor performance when it comes to the 
absorption of the EU funds. Over the years 2014-2020 Poland is expected to spend EUR 82.5 bn 
from the cohesion policy budget. Despite the “crisis” EU budget, it is more than the country 
received in the previous financial perspective 2007-2013 (ca. EUR 68 bn). The delay is also 
commented by representatives of the government. The implementation of the new EU financial 
perspective – within the framework of the cohesion policy – is very much delayed (...), operating 
programmes are delayed by between six to twelve months. That is the reason of this year’s poor 
performance because we are still finalising the execution of funds from the previous financial 
perspective while funds from the new perspective are starting to flow22. Until April 2016 Poland 
had spent slightly more than EUR 3 bn from the EU funds, the amount which normally should 
be used up within a month. In accordance with a press release of the Ministry of Development 
of 26 July 2016, until 31 May 2016 Poland received EUR 752 m. It is only 1% of the allocation 
available to Poland under the 2014-2020 perspective (without the funds of the European 
Development Cooperation). The absence of progress in spending resources allocated to big 
infrastructural projects at the central level is particularly worrying. In principle, to be able to 
hope that the funds allocated to Poland for that purpose will be used up, tenders for 
infrastructural projects should have been advertised by the end of  2016. Unfortunately, no 
information to that effect can be found on the government websites meaning that most probably 
these tenders have not been prepared yet. Now, it is of paramount importance to make all efforts 
to fully use resources allocated to Poland in such big amounts probably for the last time. 
 
Summary 
 
Years of theoretical studies that have developed around the concept of a territory have resulted 
in the identification of a new territorial development paradigm, which has provided the basis for 
considering the directions of the reform of development policies pursued by international 
institutions and government administration in European and non-European countries. Territory 
with its specific traits, internal organisation, logic, and quality of social and institutional 
relations remains in the immediate neighbourhood of enterprises and is one of the major assets 
in the development of economic entities. Factors such as trust, the community of experience, 
behavioural codes may not be imposed by laws or regulations; they result from long-term 
processes experienced and created by specific communities. Nevertheless, we may, and should, 
initiate activities that could promote the implementation of decision-making mechanisms, which 
build up these territorial traits, which may and should, be influenced by public authorities. 
These traits include relational capital, effective co-management mechanisms or governance as 
they build up trust and are conducive to the development of proper relationships among the 
actors of development. 
Experiences of countries, which decided to introduce the place-based approach into public 
policies and interventions confirm the sense of such solutions. Positive effects achieved through 
"territorialisation” of some policies allow expecting that in the years to come territorial 
approach will be adapted at increasingly wider scales.  
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Abstract 
 
Cohesion policy plays a key role in the dynamics of the process of European integration. It is in 
a kind of a "barometer" of the strength and direction of the integration process, around which in 
recent years there is a debate in Europe. This policy in the current programming period (2014-
2020) has a clear "territorial dimension", ie. it adjusts the nature of the support to the specific 
needs of certain territories. The purpose of this article is to draw attention to the essence of the 
concept of territorial development paradigm and to identify examples of its application for 
development policy. Particular attention in this context has been dedicated to the European 
cohesion policy, of which the Polish regions are the biggest beneficiary. 
Key words: territory, cohesion policy 
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DÉVELOPPEMENT ÉCONOMIQUE TERRITORIAL/ TERRITORIAL ECONOMIC 
DEVELOPMENT 

------------------------------------------------------------------------------------------------------------------- 
 

FORMATION OF THE LOCAL PRODUCTION SYSTEMS THROUGH 
CLUSTERIZATION OF ECONOMY 

Olga BURMATOVA23 

Cluster approach as one of the modern technologies of management of regional 
development 
 
In the world practice of regional research the various forms of organization of production on the 
territory are known. In recent years the great interest in Russia has been shown to introduction 
in the practice of regional development such forms as the technoparks and technopolises, free 
economic zones, as well as territorial and industrial production clusters. All these forms of 
production organization are a special case of local production systems (LPS), to which in the 
formation of Regional Development paid a lot of attention both in the world and in Russia [1-5, 
7]. It has become particularly relevant in the context of the global economic crisis, when the 
survival of regions of the different levels of development and the scale depends on the 
capabilities of their self-development, effective administration and enforcement by the various 
public and private institutions. 
 
Local production systems are widely understood - it can be regions of different types and rank, 
including municipalities, industrial centers and industrial nodes, territorial-production clusters, 
free economic zones, a variety of innovative combinations, regions of new development, etc. 
[6]. In spite of this broad definition of LPS they should possess a number of mandatory features, 
among which the main ones are the following: economic viability of the territory (especially the 
presence of the economic potential, the necessary and sufficient for self-development); 
managebility (presence of the management subject by the given territory) and institutionality 
(availability of the institutional mechanisms that underlie the decisions taken in this area and 
providing, in particular, training of qualified personnel; conducting research and introduction of 
innovations; as well as the tax, financial, organizational and other support development in the 
region.). 
 
In recent years, abroad the LPS are the subject of the increasing interest in economic studies, 
because they respond to challenges associated with the necessity of the growth of 
competitiveness in conditions of a dynamic technological changes and innovations. Besides the 
LPS being able to provide the best positions on the market for businesses - members of the 
cluster - the importance has the formation of LPS has records of the associated production 
structures in the creation of new jobs in the territory of their location and the overall 
consideration of them as a catalyst for economic development in the region [3, 4, 5]. 
 
In the analysis of the local production systems primarily focuses on the account interaction of 
complex and multidimensional factors that ensure the development of the regional economy. It 
is important to take into account the organizational factors and environmental factors that can 
create constraints for cooperation and partnership between the various stakeholder groups in the 
structure of the region, especially for small and medium-sized enterprises. 
 
Among the variety of forms of LPS an important place belongs to those that allow the 
strengthening of innovation and investment sector of the regional economy, providing improve 
the competitiveness of its industry as a whole and individual industries in particular. Among 

                                                
23 Institute of Economics and Industrial Engineering of the SB of the RAS, Novosibirsk State University Russian 
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these LPSs are, in particular, the production (or territorial-production) clusters, the purpose of 
which is primarily in the formation of such a tool of management of regional development, with 
the help of which would be possible to mobilize various kinds of internal resources in the 
regions for dynamic economic growth, increase competitiveness and diversification of the 
regional economy. 
 
The cluster approach is one of the relatively new regional development management 
technologies, creating opportunities for the region and businesses to not only survive, but also to 
develop in the conditions of transition to the post-industrial and innovative development model. 
Thus, among the European Union-regionalists economists the cluster structures are considered 
as a major strategic tool for regional economic policy, which is able to integrate the economies 
of EU Member States in the European space [1, 7]. In 2006, the EU Council announced the 
clustering as a strategic priority on ways to improve the European innovation and regional 
economy. Important role in the implementation of this priority is given to the institutions that 
are not only responsible for the development and implementation of cluster policy, but also to 
create the best framework conditions to provide a single environment that encourages 
innovation and cooperation within the EU [1]. 
 
Regional authorities in the EU countries during the formation of clusters tend to orient their 
policies not so much to the needs of large business, but on account of the complex tangle of 
economic, political, social and other factors on the territory and their interactions in a particular 
region, creating the best conditions for attracting investment and employment growth 
population. Interest in the cluster approach by the authorities is primarily in the possibility of its 
use for the purpose of stimulating innovation and investment that are particularly relevant for 
small and medium-sized businesses, as well as for more effective implementation of the state 
regional programs of socio-economic development of certain areas. 
 
In recent years, many countries (eg, Germany, France, UK, Italy, Sweden, Finland, Poland and 
others) are actively implementing the cluster approach for the formation and regulation of their 
national innovation development programs, using different forms of stimulation, especially 
relevant for small innovative enterprises: direct financing activities; granting of loans without 
interest payments; targeted subsidies for research and development; creating funds of 
innovations taking into account potential commercial risk,  free record keeping at the request of 
individual inventors, patent attorneys free services, reduction of state fees for individual 
inventors, etc. A number of studies of various aspects of the development of the cluster concept 
and problems of its implementation in practice is devoted to regional development in Russia [7, 
8, 9].  
 
Clustering the economy in Russia 
 
In Russia, as in the world, to the formation and use of clusters great interest is shown. Currently, 
cluster policy stands as one of the key levers for regional development. In accordance with this 
a number of documents is developed and adopted [10, 11, 12]. These documents are considered 
clusters as a tool of regulation at the federal and regional levels, allowing you to create the 
conditions for modernization of production, introduction of innovative technologies and 
strengthening the competitiveness of production in the domestic and global markets. Many 
scientific publications are devoted to the problems and opportunities of the clustering of the 
economy and in the domestic literature [7, 8, 13, 14, 15, 16, 17, 18, etc.]. Let us mention some 
current problems and peculiarities of the using the cluster approach with regard to conditions of 
Russia. 
Cluster policy, adopted in Russia, has a distinct regional binding and is considered as one of the 
conditions for the development of competitive regions in the world markets by creating in them 
the conditions for the modernization of industry and the formation of an innovative economy. 
An important role in supporting the development of clusters is assigned to municipal and 
government authorities through the implementation of regulatory and legal security, the using 
mechanisms to stimulate investment activity on the territory, the using fiscal (including credit 
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and tax) levers, provision of information assistance etc. Ultimately, the creation of industrial 
clusters is aimed at increasing the competitiveness and innovation potential of economic 
entities, development of small and medium-sized businesses and to promote diversification of 
the national economy. At the same time clusters are regarded as a dynamic and flexible form of 
organization of production, which is in process of development of have been created clusters 
can grow, become more complex, but it can also shrink, coagulate, decay [19]. 
 
Important advantages of clusters are provided by the interaction of the participants, first of all of 
the regional authorities and entrepreneurs. So, the benefits accruing to the regional authorities in 
the implementation of the cluster approach, lies primarily in the possibility not only to initiate 
the creation of clusters on the territory, but also to participate in their implementation, with a 
focus on the priority issues of a region, given its potential for economic development. As a rule, 
the operation of the cluster is controlled by specially created bodies, which include 
representatives of regional and local authorities. Thus, representatives of power structures are 
able to be "up to date" in accordance with their own powers, they can initiate the cluster 
development programs on their territories and to participate in their implementation. The focus 
of the authorities is paid not only and not so much to support individual enterprises as the 
development of a system of interactions of all participants in the cluster, including economic 
entities, government, academic and other institutions for the creation and development of 
clusters. From the effectiveness of this participation in the establishment and operation of the 
cluster are largely dependent and revenues of territorial budgets at the expense of increasing the 
number of taxpayers and expanding the tax base as a result of growth in the number of firms 
involved in the cluster, and as a consequence - increase in employment, wages, payments to the 
budgets of different levels, which, in turn, may be accompanied by the strengthening of the 
economic independence of the territories and the growth of living standards. 
 
Enterprises - cluster participants also have the opportunity to receive significant benefits 
associated in particular with the reduction of administrative and other exit barriers to regional 
and local markets for goods and services, raw materials and labor. In addition, the company at a 
concentration and cooperation of production are able to reduce costs through economies of scale 
and agglomeration effects, as well as through the systematization of emerging problems and to 
their solutions, including through cooperation with regional and municipal authorities. An 
important advantage of clusters is also stimulating the development of small and medium-sized 
businesses in the region, as well as potential of the multiplier effect, which has a positive impact 
on the competitive environment of the cluster region. 
 
In addition to the attractiveness of clusters as a form of organization of production on the 
territory, there are certain problems and difficulties of their creation in the conditions of Russia, 
stemming both from the limited possibilities for the realization of cluster policy, and the 
specifics of the socio-economic situation in specific regions. In particular, important problems 
to be solved are the weak position of applied science that impede innovation in production; lack 
of an effective mechanism to stimulate the development of small and medium-sized enterprises 
that make up the support frame of the cluster; defects in the control system, including the 
difficulty of formation of effective linkages between all the participants in the cluster, a weak 
effective participation of local authorities in the process of creation of clusters; insufficient 
incentive possibilities of budget and tax policy, etc. 
 
As the main characteristics of efficiency of creation and functioning of clusters can be improved 
not only the indicators that reflecting the performance of the production facilities - members of 
the cluster (for example, sales volume, profitability, capital productivity, labor productivity, 
etc.), but also and indicators that can be used to estimate the change for the better of the socio-
economic situation in the region of placing cluster (for example, the volume of attracted 
investments, including foreign ones, the number of companies and organizations involved in the 
cluster, first of all small and medium, the number of jobs created by skilled, tax revenues, the 
share of intellectual product in the cluster products and others). 
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State support for the formation of clusters 
 
An important stage in the formation of cluster policy in Russia is considered to be 2012, when 
the Ministry of Economic Development of the Russian Federation held a competitive selection 
of programs for the development of innovative territorial clusters. One of the requirements for 
admission to the competitive selection was the joint participation of the organization-
coordinator and regional and municipal authorities. Other requirements for the selection of 
programs for the creation of clusters consisted in accounting for scientific and technological, 
educational and industrial potential of the territory of the future cluster, the level of 
development of industrial and social infrastructure, as well as the level of institutional 
development of the cluster. Enterprises as part of a possible cluster should have a high growth 
rate of production, and the receiving area - high scientific and technical potential of the research 
and educational organizations. As a result of 94 filings selected 25, which in turn were divided 
into two groups (13 and 12 respectively projects the possible clusters), for each of which was 
supposed to use different mechanisms of state support (especially financial) creating clusters 
[20]. The first group, comprising 13 clusters could rely on subsidies from the federal budget of 
the Russian Federation to those subjects on the territory of which are corresponding clusters. 
The second group (12 clusters) included clusters, programs of development which need further 
elaboration, and that the first phase of support through grants is not provided [21]. Among these 
programs deserve special attention, in particular, of clusters program in Siberia: they are - 
"Complex processing of coal and industrial waste in the Kemerovo region," covering the objects 
of Chemical Industry and Energy (OAO "Kuzbass technopark") and "Altai biopharmaceutical 
cluster "in the Altai region, specializing in medicine and pharmaceutics (Regional state budget 
institution "Altai center of cluster development").  
 
 
Table 1. The distribution of regional innovation clusters by Federal Districts of Russia 
 

Federal district 
 

Submitted 
requests 

Clusters are supported by subsidies Clusters are supported by other 
measures 

Central 26 1. Obninsk in the Kaluga region, 
2. Zelenograd in Moscow,  
3. Dubna in  the Moscow Region 
4. Pushchino of the Moscow 
Region  

1. Troitsk in Moscow, 
2. Dolgoprudnyi and 
Khimki in the Moscow region 

North-West 11 1. Saint Petersburg 1. Arkhangelsk Region,  
2. Saint Petersburg 

Privolzhsky 22 1. Sarov in the Nizhny Novgorod 
region,  
2. the Republic of Mordovia,  
3. Nizhnekamsk in the Republic 
of Tatarstan,  
4. Samara region,  
5. Dimitrovgrad in the 
Ulyanovsk region) 

1. Nizhny Novgorod 
Oblast,  
2. Perm Territory,  
3. Republic of 
Bashkortostan,  
4. Ulyanovsk Region 

South 9 0 0 
North Caucasus 0 0 0 
Uralian 6 0 1. Sverdlovsk region 
Siberian 18 1. Zheleznogorsk in the 

Krasnoyarsk territory, 
2.  Novosibirsk region, 
3. Tomsk region 

1. Altai Territory,  
2. Kemerovo region 

Far Eastern 2 0 1. Khabarovsk Territory 
Of all 94 13 12 

Source: Own composition with using of publications [14, 20]. 
 
Table 1 shows the distribution of proposed clusters by federal districts, subjects of the 
Federation and cities in terms of the character of state support, the Table 2 - their specialization. 
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It can be seen that the economic policy of the government is aimed at helping the most 
prosperous regions that belong to the so-called «points of growth». Among the federal districts 
of the country the largest number of state-supported of clusters allocated Volga Federal District. 
It is followed by Central and Siberian Federal District. Ural and Far Eastern District received 
one cluster and no one - South and North Caucasus. 
 
Among the main measures of state support for the proposed development of clusters (especially 
the pilot) can be called as follows [14]: assisting the pilot clusters in the framework of the 
federal target programs; use in the implementation of the cluster development projects the 
public institutions such as the state corporation "Vnesheconombank", Foundation for Assistance 
to Small Innovative Enterprises in Science and Technology, Open Joint Stock Company 
"Rosnano", Open Joint Stock Company "Russian Venture Company", and some others; 
promotion of innovative programs in the framework of pilot clusters of large state-owned 
companies (such as Open Joint Stock Company "Russian Railways" Open Joint Stock Company 
" "Holding of Interregional Distribution Grid Companies"); the provision of special tax benefits 
(similar to those used for the science city "Skolkovo") for the pilot clusters [22]. 
 
As an public funding sources of creation and functioning of clusters can protrude the means of 
the federal target programs and targeted investment programs; R & D; RF Investment Fund; 
Regional Development Fund; assets of the Bank for Development and Foreign Economic 
Activities; funds allocated to the creation of special economic zones and technology parks; 
venture capital funds; funds allocated for national projects; the means of small business 
development programs. 
 
Table 2. Specialization of  regional innovation clusters 
  

Clusters Specialization 
1. Obninsk (the Kaluga region) Medicine, pharmaceuticals, biotechnology and radiation technology 
2. Zelenograd (Moscow) Information and communication technologies 
3. Dubna (the Moscow Region) Nuclear physics and nanotechnology, obtaining new materials 
4. Pushchino (the Moscow Region) Medicine, pharmaceuticals, biotechnology 

5. Cluster in Saint Petersbug  It combines 2 cluster:  
• radiation technologies;  
• pharmaceutical and medical industry 

6. Sarov in the Nizhny Novgorod 
region 

Nuclear, supercomputing and laser technology 

7. Cluster in the Republic of 
Mordovia,  

Project "Energy efficient lighting and intelligent lighting control" 

8. Nizhnekamsk in the Republic 
of Tatarstan 

Oil and gas processing and oil and gas chemistry, and automobiles 

9. Cluster in the Samara region Aerospace cluster created for the production of aircraft and spacecraft 
10. Dimitrovgrad in the Ulyanovsk 
region) 

Nuclear technology, radiation technology, new materials 

11. Zheleznogorsk in the 
Krasnoyarsk territory,  

Nuclear technology, production of aircraft and spacecraft 

12. Cluster in the Novosibirsk 
region 

It combines two clusters:  
• information and telecommunication technologies 
"SiBAcademSoft"; 
• biopharmaceutical cluster (medicine and pharmacy) in 
naukograd Koltsovo 

13. Cluster in the Tomsk region It combines two clusters:  
• pharmaceuticals and medical equipment; 
• information technology and electronics (information 
communication technology) 

Source: Own composition with using of publications [20, 21]. 
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Clusters and territorial-production complexes 
 
The developed by M. Porter cluster theory has much in common with the concept of the 
territorial-production complexes (TPC), the proposed N.N. Kolosovsky [19, 20] in the middle of 
the twentieth century and has received further development, particularly in the writings of M.K. 
Bandman and his School [21, 22, 23, 24, 25, etc.]. This gives reason to believe that the concept 
of the WPK can be considered as the most important prerequisite of the cluster approach. Let us 
consider the differences between the approaches to the creation of modern Russian concept of 
the formation of clusters from the concept of the formation of the territorial production 
complexes, has been widely developed in the Soviet economy. 
 
The concept of the TPC is based on the justification of the effectiveness of the rational 
territorial concentration of production and the integrated development of all elements of the 
economy, population and the natural environment within a limited area. The doctrine of the 
TPC is regarded as one of the components of the theory of location of the productive forces and 
the territorial organization of the economy. The essence of the latter is to find ways to ensure 
the greatest effect due to, first, the rational territorial division of labor, and second, the 
concentration of effort (investment, various resources, etc.) on the territory within a certain 
period of time and, thirdly, rational organization of the regional economy. 
 
 
Table 3. Distinctive features of clusters and TPC 
 
Specification Cluster TPC 
1. Essence and 
genesis 

Cluster - a product of market 
forces. The basis for the formation 
of clusters is a business initiative. 
Cluster - informal voluntary 
association of companies. 
A set of interrelated 
manufacturing and service firms 
(including the creation of 
technologies and know-how), 
market institutions, etc. 
The main thing - communication 
for improving the competitiveness 
and maximizing profits.  
Clusters - the socio-economic 
formations. 

TPC - the product of a planned 
economy. 
A set of interrelated industries 
(industries of specialization and 
completing subbranches). 
The main thing - the production, the 
criterion - minimization of costs of 
social labor. 
TPC - technical and economic 
formation, a form of organization of 
the productive forces in solving major 
regional economic problems of the 
national level of significance. 

 
Widespread implementation in practice of economic development ideas of the TPC and 
implementation of specific projects of forming TPK as a form of spatial organization of the 
productive forces began in the USSR in the 50s - 70s and continued in the 80's to early 90's. 
During this period, a whole series of large scale TPK in different parts of the country was 
created. During the Soviet period, TPC were considered the most advanced form of territorial 
organization of the productive forces. Especially widespread they were in Siberia. 
 
In Russian literature understanding the clusters and the TPC often equated. At the same time, in 
spite of a certain similarity between them, there are a number of significant differences. Let me 
show the main differences between these two forms of organization of production in the area 
(Table 3) [19].  
 
Territorial-production complex (TPC) is understood as a combination of plants located on a 
limited and compact territory, geographically connected and technologically comprehensively 
using local labor and natural resources, and create for participation in solving some large 
problems of national importance [25]. 
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More fully TPC can be defined as a combination of interrelated and steadily developing in 
proportion to the production of various sectors of the economy that are: 
 
- established for the joint solution of one or more of the major economic problems (and 
therefore stand out clearly the size of the production and specialization in a country and its 
economic region); 
- are concentrated in a limited, be sure to compact area with the necessary set of size and 
resources to participate in solving the problems involved; 
- effective use of local resources; 
- have a single production and social infrastructure; 
- ensure compliance with the requirements of environmental protection and restoration of 
natural resources; 
- ensure the establishment defined the human condition. 
 
From the above interpretation of the TPC we can see that they are regarded as a form of spatial 
organization of the productive forces in solving impotent regional cross-cutting issues of 
national importance. Thus the basic object of study in TPC is the production, viewed within a 
certain limited area in close relationship with the rest of the economy, social issues and the 
environment. 
 
2. Territorial planning The clusters do not form in 

advance, they are created by 
agreement of entrepreneurs when 
the main production already exists. 

TPC planned from the beginning as a 
complex. They were built in such a way 
that all are calculated in advance. 

3. Destination Cluster - a method of improving the 
competition of the regional 
economy in the market 
environment. A cluster can only 
occur where there is a certain 
business environment. Hence the 
formation of clusters mainly in long 
developed regions. 

Complexes - is, as a rule, approach to 
the development of the territory, or 
method supplements the existing 
structure of the regional economy. 
Hence the formation of the TPC mainly 
in areas of new development. 

4. Competitiveness The presence of internal 
competitive environment, the 
significant presence of the cluster in 
the global economy, in the presence 
of his strong competitive position in 
the global market.  

The administrative-command system of 
planning and management. Lack of 
competition. 

5. Basis of the 
relationships and their 
character 

Economic feasibility. 
Vertical and horizontal integration. 

Technologically - production 
relationship between enterprises. 
Vertical and horizontal communica-
tions. 

6. Scale of facilities 
and management 

The cluster must include, along 
with large, small and medium-sized 
enterprises, venture firms, research 
institutes, universities, etc., as well 
as the supervisory authority for the 
development of the cluster as a 
whole. 

At the core - large (often - a vertically 
integrated enterprise) production 
facilities, which are usually not 
susceptible to innovation, inflexible and 
slow to change. Industry specific 
management (State Planning 
Committee, ministries, central 
administrations). 

7. Industry 
specialization and 
orientation 

High-tech industries, focused the 
final consumer. 

Branches of the mineral resources sector 
and heavy industry-oriented 
manufacturer in the framework of 
solution of major national economic 
problems at the national level. 

8. How it all begins Modernization of existing 
structures. 

As a rule, with zero. In most cases, TPC 
advocated as a method of developing 
new areas. 

9. The integrating New knowledge, the various Items of industrial and social 
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factor innovations that ensure 
competitiveness cluster, information 
and communication networks 
providing exchange of information, 
ideas and know-how. 

infrastructure. The lack of information 
flows between enterprises. 

10. Structure Network, the horizontal structure of 
the «core – distribution». 
As a rule, brightly expressed a 
separate branch with adjacent 
services.  
In the structure of the cluster small 
and medium-sized high-tech 
facilities are dominated. 

The hierarchical structure of the 
«industrial center - the complex - 
region». 
Large-scale inter-industry complex.  
that includes, as a rule, enterprises of 
heavy industry. 

11. Competition 
between enterprises 

High. Low (usually absent completely). 

12. Factors and 
constraints limiting the 
growth of the main 
production 

Skilled, creative thinking frames - 
carriers of knowledge and skills. 

Deficient capital production assets. 
Manpower - one of the factors of 
productive forces. 

Source: Own composition with using of publications [13, 18, 25, 26, 27, 28, 29, 30, 31] 
 
 
In the process of the formation of TPC projects revealed a number of deficiencies caused mainly 
by the existence of the administrative-command system, in conditions of which was carried out 
in the practical implementation of the concept of TPK. Among these shortcomings can be 
identified as key as follows: 
 
-  formation of the TPC in most cases carried out in the absence of a unified long-term program 
and went through individual ministries and agencies in the five-year plans; 
-  used a sectoral approach to the creation and financing of complex objects; 
-  was not a mechanism of interaction of components of the WPK, including, first, the 
relationship between companies from different sectors to each other and, secondly, the 
relationship between enterprises, on the one hand, and the area in the face of local government - 
on the other; 
- limited use of the economic mechanism. 
 
In the formation of the TPC was not to provide complexity of the territorial development 
(primarily through proportionality, infrastructure, environmental and social problems). 
Derogation from the principle of territorial development complexity, prevalence of departmental 
approach led to the emergence of unsustainable forms of accommodation, disproportions in 
development between sectors of specialization, complexing industries and service industries, 
reduce the efficiency of production in the TPC. However, all marked defects of forming TPC do 
not detract from their merits as a form of realization of large-scale public problems of territorial 
and economic development. 
 
Thus, it can be argued that that the socio-economic system, in which was the development and 
implementation of projects of formation of the TPC was carried out, was able to create the 
necessary conditions for the production of large-scale long-term development objectives and the 
territorial organization of the productive forces, but it was not able to provide the necessary 
conditions for their effective practical solutions, as no market relations and competition has 
been kept to a minimum. However, despite the fundamental differences TPC and the clusters 
(Table 3) the experience of forming the TPC, in our opinion, may be useful in creating regional 
clusters reflecting economic realities, wider use of economic methods of regulation of regional 
development and the existing system of governance all levels (Table 1). Methodology of the 
concept of TPC can be used in market conditions, in particular for the development of new 
regions.  
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Moreover, the cluster approach, in our view, to some extent taken the baton of the concept of 
the TPC, concluding a possibility, on the one hand, for a more flexible form of dynamic 
regional industrial systems in a market economy and, on the other hand, for more effective 
implementation of a number of specific features of the TPC, which for objective reasons could 
not get a worthy practical implementation in terms of the administrative-command system 
planning and management.In this regard, it should be noted first of all, the following important 
aspects of the concept of the TPC, which are useful when using the cluster approach. These 
include: 
 
-  possibility of implementing the state's interests in a given area by supporting the various 
industries (primarily on the basis of innovative technologies); 
-  creation of a unified infrastructure to meet the needs of all potential users (especially 
transport, energy, etc.); 
-  use of public funding as a means to promote national innovation development programs; 
-  presence of a combination of interconnected objects created for the joint decision of a 
particular type and grade of economic problems; 
-  rational organization of internal and external communications; 
-  requirement of compulsory creation of a single governing body the formation of an economic 
complex. 
 
The generality of clusters and TPK manifested to some extent in their effectiveness as a form of 
organization of production on the territory. In the case of TPC production efficiency is achieved 
due to: 
 
-  a more complete and rational use of resources (natural, labor, etc.), by-products and waste 
products; 
-  better organization of the production process (through a combination of specialization, 
concentration, co-operation and integration of production); 
-  the creation of common infrastructure elements, their rational distribution and use; 
-  improve internal and external communications; 
-  improving the system of settlement. 
 
Thus, in the formation of the TPC it is important how interact with each of its component 
elements and what is the role of its main production facilities in the territorial division of labor. 
Interaction elements of TPC finds direct expression in the complex system of relationships that 
characterize the maturity of the complex mechanism of its formation and functioning. 
 
The effectiveness of clusters is determined by competitive advantage of enterprises in clusters 
and is provided by the territorial concentration, specialization, a combination of cooperation and 
competition. The cluster includes companies that are located within the boundaries of a 
particular region and which have strong technological and production connections, i.e. if 
enterprises are suppliers and consumers of products and services to each other. The cluster 
approach is based on the account of the positive synergetic effects of regional agglomeration, 
that is the proximity of the customer and the manufacturer, network effects, and diffusion of 
knowledge and skills due to the migration of staff and the allocation of business. At the same 
time there are no boundaries between categories and all of them are considered in conjunction. 
At the base of competitiveness of clusters is their ability to influence the competition in several 
ways: 
 
-  improving the productivity of their member firms and enterprises (through specialization and 
outsourcing non-core activities); 
-  employment growth (by attracting and forming new economic actors in related and supporting 
activities); 
-  improve the ability to innovate in the manufacturing sector, capable to intensify the exchange 
of knowledge, collaboration and networking among enterprises; 
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-  promotion of new businesses, supporting innovation and expanding the boundaries of the 
cluster, primarily through the development of small and medium-sized businesses. 
 
As an example of the formation of the local production system (LPS), a special type of covering 
the transition from an approach TPC to the possible use of the cluster approach in the economic 
development of a new region may to a certain extent serve the Lower Angara Region in the 
Krasnoyarsk Territory. At present there is realized an investment project "Comprehensive 
Development of the Lower Angara Region" [32, 33], is proposed investment project "Angara-
Yenisei cluster" [34]. In our view, with respect to this region we can talk about the possibility of 
using so-called conductor model of cluster policy, when in the process of creating clusters are 
actively involved authorities and not everything is given at the mercy of the market. 
 
Let us characterize the Lower Angara as the LPS (combining elements of industrial clusters, 
clusters, a new area of economic development and a set of municipalities) on the main 
characteristic of the so-called conductor model of cluster policy. 
 
1. The selection and role of the region (the State itself chooses the territory for creating a cluster 
and determines the amounts and sources of funding in view of cluster initiatives "from below"). 
Lower Angara region is a typical example of the new economic development, which became the 
subject of the largest investments in Russia in the post-Soviet period. The attractiveness of the 
region caused by presence on its territory of diverse and often unique in quality and scale of 
energy and raw materials, including ferrous, non-ferrous and precious metals, hydrocarbon raw 
materials, various non-metallic raw materials, forest, water and hydropower resources. These 
advantages of the Lower Angara region have formed the basis for the development of (dating 
back to the Soviet period) integrated development projects in the region [35, 36, 37] up to the 
currently implemented investment project "Comprehensive Development of the Lower Angara 
Region" [32, 33]. This latest project is essentially only a fragment of the federal target program 
of development of the Lower Angara region [37]. 
 
Investment project "Comprehensive Development of the Lower Angara Region" is the largest 
project in Russia. The basis of its implementation mechanism is the principle of public-private 
partnership. Financial support is provided by the state of the Investment Fund of the Russian 
Federation on co-financing and aims to create a major transport and energy infrastructure, 
which should contribute to the strengthening the industrial potential of the region and to 
stimulate the attraction of investments. 
 
2. The approach to the creation of an infrastructure (the purposeful creation and development of 
infrastructure, including transport and energy communications, branches of universities, and so 
on). 
 
In given region as a result of the implementation of the 1st phase of the investment project 
"Comprehensive Development of the Lower Angara Region" is created support base for further 
intensive and large-scale economic development. This is connected with a certain infrastructure 
development in the region. In particular, there are two rail access to the region (Achinsk 
Lesosibirsk-and-Reshoty Karabula), being built railroad Karabula-bright, is built road bridge 
across the Angara, highways, including highway Kansk-Kodinsk. Can also be mentioned the 
available projects of compounds of Ust-Ilimsk with Lesosibirsk as part of the North-Siberian 
Railway. Energy infrastructure to serve the functioning of the Boguchany hydropower plant 
(commissioned in 2013) was created. It is planned to further increase the region's energy 
potential by building on the lower course of the river Angara 3 new power plants [38]. 
 
3. Selection of sectoral priorities (the composition of the cluster is determined by public 
authorities on the basis of the general strategy of socio-economic development of the country or 
individual regions). 
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The composition of the production facilities on the territory in question is limited to the first 
phase (2006-2012) in the main by industrial hub of the Boguchany (Boguchany hydro power 
plant, aluminum smelter and Pulp and Paper Mill). In the longer term the second stage (2013-
2020) involves the construction of new enterprises in the industrial hab Kodinsk (Tagara mine, 
cement plant) and Boguchany (gas chemical and gas processing plants). New production 
outlined in Motygino District (Gorevsky Mining and Processing Plant, Motygino hydro power 
plant). The second stage of development of the Lower Angara region is mainly related to the 
development of oil and gas deposits of East Siberian oil and gas complex (within the southern 
Evenkia), and therefore, apart from a few industrial enterprises and objects of transport and 
energy infrastructure, spatial aspect goes beyond the actually of the Lower Angara Region. 
 
Thus, in the present conditions of socio-economic development the problems of the new 
economic assimilation of the region is easier to implement by using the cluster concept and 
ideology of program-oriented approach. Since clusters - not as large scale combination of what 
were TPC (taking into account the size of the occupied territory, diversification of the 
production structure, the volume of public investment), then in terms of the cluster it could be 
regarded TPC as a set of several large (pilot) clusters, which as a more dynamic and flexible 
form of organization of production can be expanded in process of development, be complicated 
or, conversely, be narrowed. 
 
Conclusions 
 
The economic development of any region in conditions of the transition to post-industrial and 
innovative model requires replacement of traditional approaches by new mechanisms of 
regional development management. One of them is the cluster approach to the development of 
the region and increase its competitiveness. One of them is the cluster approach to the 
development of the region and increase its competitiveness. As was shown above, there is a 
certain succession of between the concepts of clusters and TPC, which allows to assert that 
cluster approach, despite its specificity, to a certain extent corresponds to the ideology of the 
TPC by enclosing a greater opportunities, on the one hand, for a more flexible formation of 
dynamic regional industrial systems in a market economy and, on the other hand, for more 
effective implementation of a number of specific features of TPC, which for objective reasons 
could not get a worthy practical implementation in conditions of the administrative-command 
system planning and management. 
 
In the formation of TPC and the creation of clusters it is important the compliance of the 
following key provisions: 
 
-  organization of effective cooperation between the government agencies, businesses, and local 
authorities; 
-  coordination of interests of the various actors in the region; 
-  in the case of financial support for formation of clusters by the government is necessary to 
ensure control by the public authorities over the activities of local authorities and business - 
structures in the implementation of relevant projects. 
Attempt the imposing ideas of the concept TPC and the concept of clusters on the territory of 
the Lower Angara region allows to assume the possibility of considering the region as a model 
region for working out an approach to development and assimilation, based on the innovative 
principles of clustering and the experience in forming TPK as well as the use of program-target 
approach in developing strategies and federal target programs of social and economic 
development of regions. 
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Abstract 

The paper analyzes the possibilities and limitations for the forming clusters in the conditions of 
Russia. Clusters are seen as a form of local production systems (LPS). A brief treatment of LPS 
and their main features are highlighted. Clusters are seen as a form of local production systems. 
A brief treatment of LPS and their main features are highlighted. The basic advantages of 
clusters as a form of organization of production on the territory are considered. The main 
factors, by means of which is achieved the strengthening of the competitiveness at the cluster, 
are describes. Characteristics of cluster policy in the Russian Federation are considered. The 
main directions of state support for the formation of clusters are considered. Differences 
between of approach to the creation of modern Russian clusters and concept of the formation of 
territorial-production complexes that have received wide development in the Soviet economy 
are shown. Succession of ideas of the territorial production complexes and clusters marked. On 
the example of the Lower Angara region opportunities to simulate approach to the exploitation 
and development based on the principles of the cluster concept, combined with the ideas of TPK 
concept and program-oriented approach are shown. 

Keywords: local production systems, cluster, territorial-production complex, regional 
competitiveness, cluster policy. 
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THE INTELLECTUAL PROPERTY OF THE COMPANIES AT THE LOCAL 
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Vladia BORISOVA24 
 
Introduction 
 
The article reveals interesting and actual for the business prosperity information related to the 
utilization of the companies’ intellectual property. In the beginning the article explored the 
specificity of the enterprises creating and managing intellectual property. They are the so called 
creative industries and are functioning in manner different than the traditional applied to the 
industries which are not dealing with intellectual property in their business activities. The 
creative industries create intellectual property, industrialize it for the purposes of the mass 
consumption and commercialized products containing intellectual property. The structure of the 
companies, the employees and the industrialization process are subordinate of the dynamic of 
the creativity in the technology and the cultural sector. Regarding the commercialization of the 
products the creative industries didn’t apply the traditional 4P market mix, but the 4C where the 
Customer interest leads. The inter industrial relations created by the creative industries usually 
provoke the establishment of clusters and local production systems. 
 
The article provides the methodology of how the creative industries identifies generated or 
outside acquired by the company intellectual property and how to audits it for business 
purposes. Additionally is presented the process of formation of the so-called company 
intellectual property business portfolio. The article comprehensively presents the relevant 
business models to the management of the already audited intellectual property for economic 
benefits.  
 
Enterprises creating and managing intellectual property in the LPS 
 
The Intellectual property is an intangible asset result of the individual creative process in the 
fields of science, technology, literature or art. The legal protection and management of the 
intellectual property by the enterprise is a prerequisite for the development of the entire 
industries called creative industries. These enterprises create employment, industrialization 
and/or spread through traditional distribution channels and techniques and digital platforms 
through products whose value is being formed by the intellectual property contained therein and 
the input of each participant in the value chain of the certain industry. 
 
The Creative industries, due to the specifics of the created and managed intellectual property in 
them are not functioning in isolation, but in particular Inter-industry network structure. Thus, 
the various creative industries interact functionally with each other and with industries whose 
activity is not related to intellectual property. For example, the software industry as a creative 
industry interacts, albeit indirectly, with the timber industry by developing software for 
machines used in the process of logging. Inter-industry functional dependence forms clusters or 
local production systems in which the enterprises to increase their competitiveness and market 
share increasingly rely on the protection and management of its intangible assets such as 
inventions, know-how, utility models, industrial designs, trademarks or copyrights, and not so 
much on physical assets such as land, buildings, machinery, etc. 
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One of the main characteristic for these enterprises is their high qualified employees and 
application of the so-called"project model" of work-particularly the enterprises involved with 
the creation, not mainly industrialization and distribution of products containing intellectual 
property. The project model is a dynamic model of hiring professionals in order to realize 
specific project of the enterprise into practice. These determine the strong staff turnover, but 
ensure the highest quality of the products created by the enterprise. For example, the project of a 
software enterprise is to create and develop software for video games - hires the expert for that, 
the next project is to create software for surgical operations robot – would the first expert for the 
video games be used for the second project? Enterprises that create and manage intellectual 
property are also characterized by the nature of their products. In terms of content, the products 
of these enterprises contain intellectual property (new design, i.e. a new pack of known product) 
or they themselves are the objects of intellectual property (innovation or software - intellectual 
property objects). Distinctively of certain products is that they cannot be consumed separately 
from providing the related service-watching a movies is impossible without having access to the 
cinema, Internet platform, television, etc. Products created, industrialized and distributed by 
these enterprises meets the public demands of culture, science, art, technology, innovation 
consumption, therefore their market position is related with the consumers' perception rather 
than those of the entrepreneur or the trader. This feature determines the application different 
than the well known traditional marketing mix, not the fourth „P”, but the fourth „C” - where 
the consumers are actively involved in both the creation and the distribution of the product, 
which the new digital multimedia and telecommunications technologies allows. The fourth „C” 
marketing mix combines:  
 
- Customer value against Product value 
- Customer costs against Product price 
- Customer convenience against Product place 
- Customer communication against Product promotion 
 
Due to the differences in the scale of the business activities of the enterprises they build among 
them vertical and horizontal business structure into the particular creative industry. Some of 
them represent the small and medium business enterprises, functioning mainly at the vertical 
line of the business structure and attending to the representatives of the big business companies 
- standing on the horizontal line of the same business structure of the creative industry. 
Essentially the business structure represents the meaning of the so-called value chain of the 
creative industry in which the competition among the different business participants is mainly 
subordinated on the principals of the asymmetric market competition. However, the enterprises 
detached in clusters and local production systems are not only in competition, but in conditions 
of a strong business collaboration and cooperation due to their functional dependence and 
mutual interest of business prosperity of the whole cluster especially where there are 
multinational business units. Therefore, actively used intellectual property objects by the whole 
enterprises into the cluster for marketing business purposes of their own or of the cluster in 
general are: 
 
- Trademarks 
- Industrial design 
- Geographical Indications 
 
These enterprises achieve competitiveness and their business goals entirely through the 
identification of intellectual property and the access of the enterprise onto it as well as through 
measures for its proper management and economic use (production and distribution) for 
business prosperity. It is important to be noted that not the intellectual property (IP) itself 
contributes to the business prosperity of the enterprise, but the admitted by the management 
staff of the enterprise measures for the economically efficient management of the IP in addition 
with the well-educated and skilled personnel. 
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Identification of the intellectual property in the enterprises at the LPS for business 
purposes 
 
Each enterprise has a possession formed by its assets (outstanding claims), liabilities (expenses 
in which the entity is a creditor) and de facto relations that are relationships and rights, which 
currently cannot be quantified and are therefore not included as an asset or liability. The de 
facto relations are the communication with the customers, the distributors, the logistics and 
others as well as the intellectual property of the enterprise. When intellectual property is 
generated internally by the enterprise it is unable to be really determined, because the cost of 
inputted creativity and intellectual efforts to create the object are not measurable in money. For 
example, how much is the value of the creativity and the intelligence invested in branding on or 
what is the value of know-how for the price offers on the lists of the customers? Intellectual 
property to be insigne as an intangible asset in the enterprise balance must first be audited for 
the purpose of its identification. Audit of intellectual property is held also when the IP is 
acquired by an externally, by the enterprise such as the purchase of a patent or trademark or 
licensed. In this regard, the audit of IP is a review of the intellectual property to identify the 
sources of business competitiveness of the enterprise. Identification of intellectual property is a 
prerequisite for its evaluation which later would be allowed its proper management and use for 
business purposes. 
 
For this strategic advantage priority for each enterprise which creating and managing 
intellectual property in cluster or LPS is to maintain systematically identification of the owned 
or acquired IP in order to measure and manage the risk during the intangible assets utilization. 
The identification process of IP combines the following activities: 
 
- Inventory of intellectual property objects 
- Update and analysis of acquired intellectual property and related agreements, business 
practices and procedures in use. 
 
The identification of intellectual property is carried out according to different purposes, which 
defines the scope of the audit. For example, for the purposes of creating new enterprise; serious 
business reorganization of the enterprise; implementation of a new business strategy or market 
approach it is appropriate to be done main audit of the IP to receive comprehensive information 
on the risk management in order to be minimized. The enterprise could identify its IP because of 
a specific case, for example, a dispute which resolution is limited in time and in resources. The 
identification purpose in this case mainly is intellectual property to be evaluated - for example 
in case where to determine the amount of claims, loss of profit or damage cause or licensing 
negotiations.  
 
Enterprises undertaking identification of intellectual property has necessary to form a team of 
internal and external experts in the field in which the intellectual property objects are created. 
For example, for a software company the experts’ team differs from those for a printed or 
electronic media- publishing group or a TV. In any case the expert participation is important, 
since the identification of intellectual property must be arranged from the product lines through 
the business environment in which the enterprise operates to its strategic vision for its business 
development. Important for the protection of the business interests of the enterprise is before the 
formation of the expert team its members to sign a confidentiality agreement in terms of the 
reveled IP and other related information with the business of the enterprise. The information 
collected during the identification process essentially is a trade secret of the enterprise, and 
therefore a confidentiality agreement shall provide protection against unauthorized disclosure 
and its use by the expert members of the team.  
 
The identification of intellectual property of the enterpriseis strictly conducted under 
preliminary planned consecutiveaudit. The audit plan is developed after a preliminary study of 
the enterprise and its way to do business: internal and external partners of the enterprise; applied 
by it business strategy; the importance of intellectual property for development; the governance 
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and legal disputes related to intellectual property and not least the financial state of the 
enterprise. The audit plan covers the following steps: 
 
- existing patents, industrial designs, trademarks, know-how, copyrights and other intellectual 
property rights, which are owned by the enterprise during the audit 
portfolio of the enterprise with the intellectual propertyand related materials for market 
expansion, mergers, acquisitionsof enterprise at home and abroad 
- all new developments of the enterprise for which there are no applications for registration 
applications for registration at home and abroad as well as the license agreements for them 
- staff of the enterprise, its mutual contracts partners and its overall equipment 
 
The identification of the intellectual propertyis an approach favored by businesses which create 
and managed it as the received results allowed the management team to improve their strategic 
business planning and to strengthen its competitive position by using the acquired information 
for: 
- unused or economically inefficiently used intangible assets, 
- potential business threats for the enterprise, 
- opportunities to develop a strategy for the management of intellectual property of the 
undertaking, 
- omissions in administrative, managerial, legal and regulatory rules and procedures for creation 
and management of intellectual property 
 
The identification of intellectual property is a prerequisite for its evaluation for the purposes of 
its more effective economic realization. The enterprises having this information may take 
actions on its protection at national, regional or international level, fully in line with the 
protection of their business interests and investments in the respective territories. The proper IP 
management is the enterprise to be able to use it for achieving its strategic business 
objectives.For example, to license the IP to an enterprise from the same cluster or LPS, or to 
another outside them or not to license, but to assign or negotiating on national, regional or 
international dimension by merge, consolidation or acquisition. In this case, the intellectual 
property business held between the enterprises is a main precondition for production expansion 
and market enlargement of the same cluster or LPS. Despite the business objectives of that 
particular enterprise, the economically efficient IP management is subordinate to definite rules, 
applied together with the IP use business models. 
 
The IP use businessmodels 
 
The IP use business models are related to its market realization through industrialization of the 
IP object and their commercialization for profit (e.g. the mobile phone as invention is original, 
which must be reproduce industrially in order to be commercialized). Some of the IP object 
such as trademarks the industrialization doesn’t means manufacturing in assembly line, but 
rather the possibility the brand to be disseminated and used under its know-how in different 
countries, so as to produce and distribute goods and services for which the brand has been 
registered. The possible business models implemented by the enterprises creating and managing 
intellectual property are: 
 
- the IP assignment – inmost of the casesthis businessmodelis less economically efficient thus 
the right to expose your trade monopoly is alienate to another enterprise, 
- the licensing of the IP object, 
- the vertical, horizontal or diagonal merger, consolidation or acquisition of enterprises at the 
value chain of the creative industry– establishment of the so called business concentrations. 
 
The business environment of the enterprise its strategic objectives and its IP portfolio 
determinates the type of the chosen business model. The implementation of the IP use business 
models depends not only on its identification, but also on deep analysis of the financial and 
legal state of the both enterprises at this business relation. During the negotiation process while 
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the enterprises defends their business interests they have to separate the IP objects that are of 
their priority from the whole, identified by the held audit. There is a need enterprise to explore 
whether there are any potential obstacles confronting the merger or acquisition or the licensing 
which are related to the protection of the chosen IP objects at the respective territories. The legal 
analysis must be done in order to achieve this aim: 
- License agreements with  other enterprises for other IP objects – that ensure the correctness of 
the enterprise as a potential partner 
- contracts for IP rights transfer of authors, inventors and other persons associated with the 
enterprise and its products 
- labour contracts and other contracts on demand with arrange IP rights  
- cooperation agreements and contracts with third parties for joint activity – there is a needs to 
be clarified to whom belongs the IP ownership, what is it content and what are the conditions 
for its use 
 
After determining the ownership and the legal status of selected intangible assets of the 
enterprise is required to be verified are they free of any burdens and are there any offenses on 
them. Possible IP burden arise were it is used as a port (non-cash) contributions at the enterprise 
capital or as enterprise share at the entity owing the intellectual property. Burden could be the 
pledge of intellectual property as sui generis pledge for certain sum as rescue of the business the 
enterprise or when the IP is used as securitization for financing the enterprise.  
 
In respect of infringements this is the possibility a third-party to claim for damages. The cases 
may differ: the intentional use of foreign intellectual property or innocent IP use when the 
enterprise treats the used IP as its property not knowing it belongs to another entity. The 
clarification of the existing burdens or infringement activities is of particular importance for the 
implementation of any of the IP use business models of the enterprise. 
 
The choice of the most appropriate IP use business model from the enterprise depends, apart 
from its business development strategy and IP portfolio, but also on how the new markets will 
meet the enterprise’ products. When in strategically aspect the enterprise wants internationally 
to expand, possible applicable business models are the licensing and the creation of business 
concentration with another enterprise functioning at the same territory. The both business model 
leads to different advantages of the enterprise which in this regard needs to be considered with 
its business potential for development. Thereby the business merger, consolidation or 
acquisition of a foreign enterprise the target territory could realize the synergy effects, although 
initially it shall be serious financial investment of the enterprise. In respect of licensing it would 
not have such a large economic impact, but it would not lead to such a serious business 
reorganization of the enterprise.  
 
Regardless the choice made by the enterprise, even if it is a product export at foreign markets, 
the IP protection on these territories is essential because of: 
- ensuring the commercial monopoly of the enterprise 
- termination of the activity of local imitators and counterfeiters 
- market realization of the product  
- limitations of distortions by the third parties 
- negotiating with distributors, logistics and potential licensees 
- pricing determination of the product 
- restrictions on the volume of the production 
- protection of the investments 
- economies of scale 
 
Frequently used by the enterprises approach already turned into a business practice is to start 
their market expansion first by exporting the product abroad and subsequently identifying local 
enterprise for outsourcing or licensee. Before realizing the product export it is necessary for the 
enterprise to explicitly examine whether the exported product there of will not infringe the IP 
rights of others at the exported territory. In case when the enterprise’ product contains foreign 
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patented technology, it could seek the negotiations for licensing agreement with the patent 
owner or to assign the patent or to change the product regardless the associated costs or to unite 
his patent with the local enterprise – the so-called patent pool. From all the possible choices 
most often the priority economically efficient is the licensing. The licensing is a process where 
the IP owner - the licensor gives prior informed consent - -license to a third party named 
licensee to use the protected IP by paying remuneration, without transferring the ownership on 
it. The choice oft he enterprise to implement licensing as IP use business model usually is 
motivated by factors such as: 
 
- intellectual property is an essential component in business relations between the enterprises 
- additional revenue from the intellectual property which is not essential to business 
development of the enterprise 
- additional revenue by optimizing the intellectual property potential through different territories 
licensing  
- implementation of the licensing as a core business of the enterprise 
- presence of the IP infringer on the territory-a compulsory license where the infringer becomes 
a licensee 
- cross licensing with a foreign partner or the mutual production technology 
- patent pool 
 
It is possible the licensing motives to be cumulatively available for the enterprise. In licensing 
certain limitations may be associated with the use of the IP object such as the: 
- term of the license - the maximum term of the license agreement is bound by the duration of 
the patent with few exceptions 
- territory - only for countries to which territories  the IP object is protected 
- production volume activity 
- product prices and etc. 
 
The number and type of license constraints and other factors directly affect the price of the 
license which is the amount of royalties due by the licensee to the licensor. Licenses are 
different types, mainly defined by the amount of the given IP rights and the type of the licensed 
IP object. What matters in licensing is the so-called "technical assistance" in which the license 
or provides training, documentation, advice and information to the licensee for faster and 
effective inculcate and use of the licensed IP object. In contrary to the business concentration, 
licensing as business model, the licensee buys its production equipment and provides for 
resources by the licensor or by person designated by it and is obliged to keep accurate financial 
and production records, which he licensor takes into account. Despite these specifics licensing is 
often used and economically efficient IP use business model. 
 
The potentiality of choices for the most appropriate business model that could be made by IP 
creating and managing enterprises can differ depending on the changes in the business 
environment and the strategic planning of the enterprise. Not at least the expansion or 
contraction of the IP portfolio of the enterprise influenced as well. In its life cycle the 
enterprises business often pass from one to another business models as once applied the model 
of business concentrations, it often becomes the main business of the new created enterprise as 
intangible assets more likely becomes subject to stock trading. 
 
 
Conclusion 
 
More and more enterprises realize the advantages of intellectual property as an economic 
resource and a competitive advantage for business prosperity, including as a protective shield 
for the business. These enterprises make considerable investment in R&D activities, personnel 
training and hiring a highly qualified staff, technology transfer, licensing and business 
concentration. Their work is a precondition for regional and inter-regional economic 
development through the formation of economically active cluster structures, including LPS. 
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Protection and management of their intellectual property is becoming a top priority for their 
business prosperity, which transform traditional business relations in the intellectual property 
business both in traditional environment and in an environment of high technology - digital 
multimedia and telecommunications. This adds to the importance of intellectual property for the 
businesses and the need to disseminate IP knowledge, which becomes powerful engine of the 
economy not only nationally, but also globally. 
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Abstract 
 
This article explores very important issue the intellectual property of the companies, functioning 
at the local production systems. The subject matter is actual thus the intellectual property at the 
latest 20-th years becomes more and more substantial economic resources for business 
prosperity of the companies. Those of them which knows how to identify it and to audit it in 
order to create the company intellectual property business portfolio and those which know how 
to manage their IP portfolio are enjoy their economic prosperity. The identification, the audit 
and the management of the intellectual property of the company requires specific experts’ skills 
in applying the appropriate for the company business models in accordance with the market and 
business environment of the certain local production system. 
Key words: intellectual property, local production systems, creative industries, business 
models, management 
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Agnieszka RZEŃCA 
 
 
Introduction 
 
Somehow ”naturally” clusters inscribe themselves into actions connected with innovation policy 
and in defining smart specialisations at national and international levels. Sectoral coalitions and 
partnerships bring together key players in the region/country. Clusters as network organisations 
are places where knowledge is generated, absorbed and shared, they are platforms for 
technology transfer and human capital development and they build innovation potential 
[Nowakowska, Przygodzki, Sokołowicz 2011]. They emerge to win competitive advantage over 
other businesses or clusters of firms and to reduce transaction cost as they gather entities, which 
cooperate and compete [Gorynia, Jankowska 2008]. As a result, clusters reflect the economic 
potential of a given territory and its resources but also the maturity of partners within the cluster 
to organise themselves and to cooperate.  
 
To add on dynamics and to improve the efficiency of the EU innovation policy in the 
programming period 2014-2020 we need to identify Key National Clusters in the context of 
National Smart Strategies. At theoretical level, the paper focuses on definitions of both concepts 
and relationships between them. Empirical part is a case study of Poland where back in 2014 
National Smart Specialisations were identified and in 2016 Key National Clusters were selected. 
The main purpose of the paper is to identify Key National Clusters in the environmental sector 
(Eco-clusters) and national specialisations with regard to them. Selection of the area to be 
analysed has been dictated by the following two reasons: 
 
- Sustainable development paradigm is one of the EU pillars (EU horizontal policies) 
and it is supposed to be implemented, inter alia, by building the most competitive and 
efficient economy and by creating and disseminating environmentally-friendly 
technologies. Thus, eco-innovations become a key condition of growth. 
  
- In accordance with RIS3 approach, each national and regional economy should have 
global strategy and a role to play so it is important to what extent environmental 
protection belongs to industries representing transnational growth potential and whether 
in Poland it is considered a key industry.  
 
Europe 2020 Strategy highlights sustainable development goals and links them with more 
effective economy, which is resource efficient and low carbon one. Economic dimension (green 
economy, circular economy) is perceived in terms of the quality of life, environmental safety, 
adaptation to environmental changes (shortage of resources, climate change), and 
implementation of innovative solutions. By the same token, environmental protection industry 
becomes the platform for integration and concentration of actions promoting smart and 
sustainable growth. 
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Clusters and smart specialisation  
 
As a research concept and economic practice, the history of clusters is surely much longer than 
that of smart specialisations, which emerged from the evolution of EU regional policy. Both 
ideas, however, reflect looking for new ways to stimulate regional/national growth and building 
a strong competitive position at international level.  
 
In specialist literature clusters are described as one of territorial forms of production 
organisation, which also includes industrial districts, technopoles or local production systems 
[Jewtuchowicz 2005]. From literature we learn that clusters are a different, higher form of 
spatial concentration of economic activities than “Marshallian industrial districts”. G. Becattini 
defined a district as a “spatial concentration of small and medium-sized enterprises specialised 
in one industry but in different stages of production, which together contribute to specific 
production identified as industrial product of the district”.  He also drew attention to social and 
cultural factors, crucial in the model, by stating that “an industrial district is a socio-spatial 
organisation characterised by an active coexistence of an open community of people and 
enterprises”  [Hsaini 2000, 218-219].  
 
There are numerous definitions and approaches (Tab. 1) yet the development of cluster 
initiatives is strongly correlated with the quality of local environment; the aspect stressed by 
almost all researchers and practitioners [Solvell, Lidqvist, Ketles 2003, 16]. Cluster is defined as 
one of territorial forms of entrepreneurial millieu based on two parameters: network and 
territory. Territory means a given cluster emerges as a result of its particular location in space 
(territorially embedded), which is decisive for its assets and growth potential. Network 
identifies relationships within it and helps quickly and relatively cheaply use resources (tangible 
and intangible) available in the neighbourhood as factors in the production of goods and 
services [Jewtuchowicz 2005].   
  
Table 1. Definitions of a “cluster” 
 

Author Date Definition 
P. Doeringer, D. Tekla 1995 Spatial concentration of sectors of industry which due to being 

located within the same given area achieve higher productivity 
levels. 

S. Rosenfeld 1997 Clustering of companies, which due to geographic proximity 
and close cooperation produces synergy effect independently 
of the size of employment 

P. Swann, M. Prevezer 1998 Large group of firms in related industries at a particular 
location, which cooperate with one another. 

M. Porter 2001 Geographic concentration of interconnected businesses, 
research units, specialised suppliers, service providers and 
firms in related industries. It is a network of independent 
businesses, more or less formalised (depending on the needs 
and the level of social capital among cluster participants). 
Operators within a cluster compete but they also co-operate. 

C. Crouch, H. Farell 2001 Tendency for firms from similar types of business to locate 
close together though without having a particularly important 
present in an area. 

M. Fromhold-Eisebith, 
G. Eisebith 

2005 Regional agglomeration of firms and other organisations  
(universities, R&D centres, state agencies) from related sectors 
linked with the value added chain achieving competitive 
advantage as a result of co-localisation and cooperation. 

Source: R. Martin, P. Sunley, Deconstructing clusters: chaotic concept or policy panacea?, „Journal of Economic 
Geography”, 2003, No. 3, pp. 5-35 (amended) and based on literature (e.g., S. Rosenfeld, Bringing Business Clusters 
into the Mainstream of Economic Development, „European Planning Studies” 1997, Vol.5, No 1. M. Porter, Porter 
on Competition, [Polish edition] PWE, Warszawa 2001, p. 246.) 
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Similarly to smart specialisations, clusters are an important pre-condition for the development 
of innovative EU economy and for the elimination of disproportions and technology gaps 
between the European and the US or Asian economies. The concept was first sketched out by 
Dominique Foray and Bart van Ark, and subsequently developed along with their co-authors 
Paul David, Bronwyn Hall and by other members of the “Knowledge for Growth” expert group 
(2009). The concept of smart specialisations (IS) is linked with  identification and selection 
followed by developing economic specialisations in regions, countries and across all of the EU 
economy. As a philosophy it is based on the assumption that there is no single country or region 
that could enjoy leadership in all areas of science and innovation but countries and regions have 
their specific potential, which allows them accomplishing competitive advantage in a certain 
field. According to the fathers of the concept, smart specialisation is economic specialisation 
included in innovation strategy as well as a tool applied to shape and build up the present and 
future position of a region or country in knowledge-based economy.  Innovation policy oriented 
at smart specialisation (RIS3), which de facto is an integrated and locally developed programme 
of economic transformation, offers numerous opportunities because it: 
 
- helps focus policy support and investments on key national/regional priorities, challenges and 
needs of knowledge-based development, including ICT related measures; 
- builds on each country’s/region’s strengths, competitive advantages and potential for 
excellence; 
- supports technological and practice-based innovation and stimulates private sector investment; 
- gets stakeholders fully involved and encourages innovation and experimentation; 
- is evidence-based and includes sound monitoring and evaluation systems [Guide to Research 
and Innovation Strategies for Smart Specialisations (RIS 3) 2012, p.10].  
 
The idea of smart specialisation reflects systemic approach to innovation. New Cohesion Policy 
postulates developing national/regional research and innovation strategies for smart 
specialisations to condense resources from Structural Funds. Support to concrete fields 
(specialisations), in search for technological achievements that could be implemented in 
practice,  will help use the funds more effectively and will surely foster the potential of 
individual and specific innovation processes. Investing in selected specialisations in each 
country/region will further develop already advanced R&D efforts, improve their effectiveness 
and productivity and will produce synergy effects through adaptation and diffusion. The 
expected end-result is the increasing of the size of GPT markets and returns on investment in R 
& D [Camagni, Capello, 2012].  
 
 
Fig. 1. Relathionships between clusters and smart specialisations 

 
Source: author’s own studies 
 
Both concepts, smart specialisations and clusters, highlight and stress territorial aspect of 
growth and the role of endogenous resources in making the process more dynamic. Clearly both 
have the same assumptions and goals; they intertwine and are interdependent. Similarly to 
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clusters, smart specialisation is defined by the two crucial phenomena: "embeddedness" and 
"ties". The perspective of local reality and local assets allows adopting a strategic, integrated 
approach to tap on territorial potential of smart growth and knowledge-based economy 
[McCann, Ortega-Argilés, 2011] (Fig. 1). 
 
Although the idea of smart specialisation rests on simple, almost obvious assumptions, in real 
life it requires difficult complementary action starting from the identification of territorial 
resources and technological advantage through the identification of actually operating 
cooperation networks up to the selection of specialisation fields and developing comprehensive 
yet individualised policy [Nowakowska 2015, p. 316]. 
 
 
Key National Clusters from the point of view of national smart specialisations: Polish 
experience 
 
The idea to identify Key National Clusters (KNC) links with the implementation of the Europe 
2020 Strategy and the concept of smart specialisations postulated by the European Commission. 
According to this concept, innovation policy should focus on specific number of rather few 
priorities, economic specialisations, based on the identified potential and resources representing 
high critical mass when it comes to innovation. In Poland in 2014 National Smart 
Specialisations25 were identified as economic priorities in the area of research, development and 
innovation (R+D+I) policy until 2020; they are key conditions to be met when applying for 
European Union funds that are made available to support R+D+I projects. Twenty smart 
specialisations were identified in five areas: healthy society, agri-food, forestry-timber, and 
environmental bio-management, sustainable energy sector, raw materials and waste 
management, innovative technologies and industrial processes (horizontally) Two of these areas 
address key issues for environmental protection. i.e. improved energy efficiency and 
diversification of energy sources and stimulating the development of circular economy (“zero 
emissions”) (Fig. 2.).    
 
Primary importance in specialisation is attributed to Key National Clusters, i.e. clusters, which 
are significant to the economy of the country and to its high international competitiveness. They 
are selected at national level based on criteria concerning the critical mass (development and 
innovation potential), past and planned cooperation, and coordinator’s experience and potential. 
Selection procedure elaborated in Poland for Key National Clusters (KNC)26 is guided, inter 
alia, by the following selection criteria:  
 
• cluster’s potential represented by effective, competitive economic operators who are its 
members together with high quality research centres and effective  business environment 
institutions,  
• cluster’s ability to generate value added both for cluster’s stakeholders and for national 
economy, 
•  ability to mobilise private resources [Regulamin konkursu … 2016]. 
                                                
25  On 8 April 2014, the Council of Ministers of the Republic of Poland adopted the Program Rozwoju 
Przedsiębiorstw [Development Programme for Enterprises], with  Krajowa Inteligentna Specjalizacja 
(KIS)[National Smart Strategy (NSS)] as its integral part. The document outlines analytical procedure for identifying 
smart specialisations at national level (R+D+I areas) and sketches its monitoring and updating. The process is open 
and it will be continuously validated and updated as a result of monitoring and social and economic changes. The 
document is also a useful instrument to stand up to global challenges, such as: demographic change, limited access to 
raw materials, energy safety or climate change [Rozporządzenie… 2015]. 
26 Ministry of Development in cooperation with the Polish Agency for Enterprise Development (Polish abr. PARP) 
organises a competition to award the status of Key National Clusters. PARP is responsible for the works of the 
Secretariat of the Evaluation Committee, which renders substantive and technical services to the Competition at each 
level where applications are assessed. Rules of the Competition and the rules of procedure of the Evaluation 
Committee together with applications assessment are regulated by the rules of Competition. KNCs are selected 
following a procedure designed to introduce order and uniformity in definitions of basic terms that refer to clusters, 
quality analysis of secondary national and foreign sources from the point of view of criteria, indicators and 
procedures of cluster selection and Key National Cluster profile was worked out. 
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Open competition held in 2016 selected 16 Key National Clusters in different sectors. ICT and 
medicine are represented by three clusters each; there are also two clusters in aviation and 
environmental protection industries. The following industries are represented by single clusters: 
chemistry, construction, treatment of metals, transport and logistics, manufacture and 
processing of plastics, production of machinery and equipment (Fig. 2). 
 
Fig. 2. Smart specialisations and key national clusters selected in Poland 

 
Source: author’s own study based on  National Smart Specialisations, Ministry of Economy. 
 
Selected clusters can be easily linked with national smart strategies. The status of a KNC means 
development projects identified and agreed by the members of a cluster get preferential 
treatment when they apply for funding under various assistance programmes and measures27. 
Thus they may continue their international expansion and strengthen their market position. 
 
 
Ecological cluster in Poland: state of play and change dynamics 
 
Ecological clusters bring together operators from the “environmental industry28 - producers of 
green products and technologies, including green energy”. These clusters focus their activities 
on renewable energy sources, water management, waste management and recycling, soil 
recultivation methods, environmental services, monitoring, etc. Eco-innovation29 often provides 
cooperation platform for clusters dealing with “technologies, products and services that mitigate 
environmental hazards, prevent and reduce adverse effects for the environment and promote 
efficient use of natural resources” 30.  
 
First clusters in Poland were established in 2003. Comprehensive studied conducted in  200831 
helped identify and examine in detail 47 clusters32 [Benchmarking klastrów w Polsce [Clusters 

                                                
27 Key National Cluster coordinator is authorised to apply for public funding under the Operating Programme 
Intelligent/Smart Development 2014-2020. 
28 Eco - Innovation Observatory 2011, www.eco-innovation.eu 
29 We should mention that eco-innovation can be found also in clusters not directly linked with environmental 
protection, e.g., in textiles or aviation.  
30 European Investment Fund 2010 [after:] Eco�innovation and national cluster policies in Europe, A qualitative 
review.  
31  Projekt systemowy Polskiej Agencji Rozwoju Przedsiębiorczości pt. „Rozwój zasobów ludzkich poprzez 
promowanie wiedzy, transfer i upowszechnianie innowacji” finansowany ze środków Europejskiego Funduszu 
Społecznego z Programu Operacyjnego Kapitał Ludzki. 
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benchmarking in Poland] – 2010]. More than 1/5th of them focused directly on broadly 
understood environmental protection. Ecological clusters listed the below issues as their major 
strategic goals:  
 
- development of technologies that use renewable energy sources, 
- enhanced cooperation (internal and external) in environmental protection, 
- promoting environmentally friendly attitudes [Rzeńca 2013]. 
 
Author’s studies conducted in 2011 revealed 150 cluster-like structures; 48.6% of them were 
genuine clusters, the rest only cluster initiatives. Almost 15% of clusters/cluster initiatives 
covered by the study (22) declared eco-energy production and industries related with it as the 
leading field for cooperation. Twelve out of 22 clusters claimed they operate in renewable 
energy sources and 1/3rd of them listed power engineering and energy-saving technologies as 
additional areas. The remaining 10 clusters specialised in eco-energy generation, energy-saving 
methods in construction and implementation of new power-related technologies [Feltynowski, 
Rzeńca 2012]. Further years witnessed rather considerable dynamics and differentiation of 
ecological clusters. New ecological clusters emerged, such as green building, power industry, 
biotechnology, green technologies, protection of aquatic and terrestrial animals, healthy food 
production. However, most clusters are projects by nature.  
 
The latest stocktaking exercise in Poland (2015) conducted by the Polish Agency for Enterprise 
Development (Polish abr. PARP) listed 134 clusters established between 2003 and 2015. Most 
of them (over 60%) are young clusters established over the period 2011-201533. These clusters 
are at various development stages from project-type cluster initiatives up to the oldest clusters 
that have been in existence for 12 years already. Nearly half of them  are based in four the most 
developed voivodeships (regions): mazowieckie - Mazovia (13 clusters), dolnośląskie – Lower 
Silesia (11), wielkopolskie (12), and śląskie - Silesia (28 – the biggest in the country) (Fig. 3.). 
We may assume that these regions offer the best conditions to such structures. Attention should 
also be paid to the population of clusters in the voivodeship of  podkarpackie (12) and lubelskie 
(11), which may be due to support available to clusters at regional and central levels 
(programme dedicated to eastern regions of Poland – Operational Programme Development of 
Eastern Poland 2007-2013). All of these clusters bring together almost six thousand economic 
operators with enterprises accounting for 78% of all cluster members. Most clusters emerge in 
the following sectors: ICT, power engineering and renewable energy sources, construction, and 
medical industry. Slightly smaller but still significant representation is observed in: metal 
industry, production technologies, tourism, and business services.  
Typically clusters do not engage at international level, as few as 1/3rd declare membership in 
international networks, associations of clusters or sectoral organisations while almost half of 
them (47%) claim they cooperate with foreign partners [Raport z inwentaryzacji klastrów  w 
Polsce 2015, 2016]. 
 
 
 
 

                                                                                                                                          
32 In Poland there were many initiatives referred to as clusters, however, not all of them meet basic definition criteria. 
For the purpose of the study we identified the following types of cluster establishments: a cluster (meeting definition 
criteria), cluster initiative, “on-paper” cluster initiative (only at the level of secondary sources, which has never gone 
beyond documentary stage), a project wrongfully referred to as a “cluster” (or cluster initiative, which at the present 
stage does not meet basic definition criteria). In total we identified 150 various cluster-type undertakings in Poland. 
From this population we selected 47 operating clusters which meet requirements posed vis-a-vis this type of 
economic structure – state of play as at 2008 [Przygodzki Z., Sokołowicz M., A. Nowakowska 2009, pp. 279-294]. 
33 Most cluster initiatives emerged over the period 2006-2009. Since 2011 we can observe the resurgence of this form 
of cooperation. Clusters development in Poland connects with funding available for such initiatives. In the years 
2007-2008 funding was available from a pilot programme implemented by PARP „Support to clusters development” 
and resources offered under the Integrated Operational Regional Development Programme, Measure 2.6. Regional 
Innovation Strategies and Knowledge Transfer. New programming period 2007-2013 also offered such possibilities 
through Structural Funds under the Operational Programme Innovative Economy, Measure 5.1 Support to 
transregional cooperation links. 
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Fig. 3. Clusters in Poland 

 
Source: author’s own studies based on the  Report on cluster inventory in Poland 2015, Polish Agency for Enterprise 
Development, Warsaw 2016, www.pi.gov.pl. 
 
Two out of 16 selected KNC focus on environmental protection, i.e., smart sustainable energy-
saving and passive construction, home automation and technologies which use renewable 
energy sources” (Sustainable Infrastructure Cluster) and ”renewable energy sources and 
recycling” (Waste Management and Recycling Cluster). Typically, clusters associate their 
operations with energy (renewable energy sources), although their profiles and specificity differ. 
Three other clusters, despite originating from sectors not connected with environmental 
protection, highlight environmental aspect of their operations. Thus ICT cluster - Eastern 
Cluster ICT is also active in power engineering and renewable energy sources, similarly 
chemical cluster Green Chemistry is organised around new energy generating techniques, 
energy savings and efficiency. Environmentally friendly construction is one of lines of activity 
in the Eastern Construction Cluster (Fig. 3.) 
 
Conclusion 
 
Concentration of efforts and resources on a specific small number of priorities or economic 
specialisations is the precondition to meet the requirements of the new EU programming period 
(2014-2020) and receive funding for innovation. Environmental protection, in particular power 
engineering and environmental technologies, is highlighted as the key priority, which is 
reflected in national regional specialisations and selected Key National Clusters. Ecological 
clusters have a specific role to play due to the deepening of environmental problems and the 
need to seek new technologies and solutions in the area of resource-saving low carbon economy 
resilient to environmental changes. Literature and empirical studies helped identify coincidences 
between smart specialisation and clusters. It remains to be seen to what extent selected KNC 
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will be meaningful actors of innovation policy and what they accomplish at national and global 
scale. The status of KNC is awarded for 2 years, hence the questions whether they really 
manage to achieve their goals and foster competitive advantages, exert powerful impact at 
adequate scale and to what extent the support they receive will provide an impulse for 
developing their actions remain open for the time being.  
Key words: ecological clusters, key national clusters, national smart specialisations. 
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Abstract 
 
Since the adoption of the Lisbon Strategy European Union has been searching for ways to 
stimulate and build a thriving, modern economy in the EU and in its Member States. The 
knowledge-based economy concept provided an impulse to re-orientate development policies 
and to highlight innovation as fundamental precondition of growth. The new Europe 2020 
Strategy (2010) continues along these lines and one of its leading initiatives „Innovation Union” 
clearly stresses the importance of national and regional research and innovation strategies for 
the direction of innovation policy. The key lies in identifying resources and potentials that could 
produce competitive advantages in given sectors or market niches and focusing activities around 
them. This is the way we are expected to identify smart specialisations (RIS3), key industries 
whose growth can be boosted mainly internationally but also at national level.  
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ANALYSIS OF POPULATION DEVELOPMENT - LABOUR RESOURCES OF 
MEMBER STATES OF THE EUROPEAN UNION 
 
 
Constantin ANGHELACHE34 Mădălina-Gabriela ANGHEL35 
 
 
Introduction 
 
The study underlying this article stems from the fact that the labor resource is a factor of 
economic growth. To the same conclusion, if we leave the Cobb-Douglas production function. 
The labor resource has its origins in the evolution of the population which, structurally, ensures 
the evolution of demographic indicators, such as: active population, employed population, 
employed labor force, unoccupied population, unemployment, labor reserves. The analysis of 
the population in the context of membership of the European Union is also based on the changes 
in the structure of the population in each state as a result of the directive on the free movement 
of persons. The study focuses on: population evolution and structural changes; Structure and 
mutations within the population of the European Union, as well as from each individual state; 
Marriages and divorce; Feminine fertility; Mortality and average life expectancy at birth; The 
migration phenomenon and the effect of asylum seekers on the population of a country. A series 
of demographic indicators are presented and the actual data computed in Eurostat statistics are 
used. 
 
Literature review 
 
Maestas, Mullen and Powell (2016) analyze the impact of an aging population on economic 
growth and labor, Börsch-Supan, Duezguen and Weiss (2008) are concerned about a similar 
theme. Ackerberg et. al. (2007) presents the utility of econometric tools in the analysis of 
economic data. Kennan and Walker (2011) study the impact of income expectations on 
migration decisions. Wozniak (2010) analyzes the attitudes of graduates to the opportunities in 
the distance job offer. Anghelache, Anghel, and Dumitrescu (2016) are studying the evolution 
of human resources in Romania, a similar concern is found in Anghelache, Manole, Anghel, and 
Sacala (2016). Guiso, Sapienza and Zingales (2006) study the impact of cultural factors on 
economic outcomes. Lazear and Oyer (2009) is a reference work in the field of human resources. 
Ottaviano and Peri (2012) are concerned about the impact of emigration on wages. Hili, 
Lahmandi-Ayed and Lasram (2016) consider the correlation between the labor market and 
globalization. Anghelache, Manole, Anghel and Ursache (2016) describe the relationship 
between population and workforce evolution, Anghelache et al. (2014), Anghelache, Coconoiu 
and Anton-Carp (2011) carry out similar studies at the time horizon of 2014 and 2011 
respectively. Peri and Sparber (2011) study the impact of migrating educated workforce on 
domestic labor markets. Anghelache, Manole, Anghel, and Popovici (2016) analyze the role and 
development of human resources in the national economy, Anghelache and Pagliaci (2010), 
Anghelache and Anghelache (2012) approach a close topic. Bertrand and Schoar (2006) analyze 
some features of family businesses, addressing the role of the family in the environment of these 
firms. Stanef (2014) studies the rural and urban segments of the Romanian labor market, his 
work focuses on the economic disparities between these two segments. Manacorda, Manning 
and Wadsworth (2012) are concerned about the effect of immigration on the structure of 
earnings in the British economy. Virjan and Cretu (2015) highlight the characteristics of the 
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correlation between employability and productivity associated with employees in a certain age 
group. Klein and Ventura (2009) analyze the dynamic effects of labor migration. Card (2012) 
develops on the impact of immigration on wage earnings. Blundell, Costa Dias, Meghir and 
Shaw (2016) analyze female labor supply in the context of welfare reform as part of quality of 
life policies. Bostani and Grosu (2010) assessed the effects of the economic crisis on the labor 
market in the European Union. Moreno-Galbisa and Tritah (2016) analyze, both theoretically 
and practically, the effects of immigration into the EU labor market. Stoicu (2014) is concerned 
about the effects of globalization and the cultural factor on the labor factor. 
 
Research methodology and data 
 
The European Union in the 28th format, the newest of 27 and maybe more in the future, taking 
into account the independent states wishing to become members of the European Union in time, 
carries on its activity based on a series of directives that are the lever of economic growth And 
as a consequence of the quality of life in the European Union, in general, and in each individual 
state in particular. According to Brexit, there are comments and opinions in other European 
countries about the presence of these states in the European Union. Thus, France during the 
presidential election has decided to reintroduce a national currency that gives domestic stability 
and the euro to be used as much as possible by large firms, large multinationals, in their 
international relations. An essential issue for the European Union is the population. On January 
1, 2016, the total population of the European Union was 510.1 million inhabitants. This figure 
represents an increase compared to the same date of 2015 by 1.8 million people. In other 
respects, if we consider the population of the European Union in 1960, we will see from the 
statistics that it was 406.7 million inhabitants, it will be 103.4 million less than on 1 January 
2016. Population growth in the states Member States of the European Union are carried out in a 
differentiated way.  
 
Thus, there are states that have population growth and are states like Romania where the 
population is declining. These mutations that have evolved in the evolution of the European 
Union population are due to several factors. First of all, especially for Western European 
countries, it is due to migration from European countries, and especially from other countries. 
Another factor would be government policies that want population growth, a fund to rejuvenate 
age groups. Population can be approached in two perspectives. First, that of the Member States 
of the European Union, of which we have spoken and that of the enlarged European population. 
A second cause, which has led to population growth in some countries, is the high level of 
satisfaction of living needs in those countries. Between 2005 and 2016, the population of all EU 
Member States increased 1.5 million people per year. This increase is less than half that 
recorded between the 1960s and the end of the 20th century, when it averaged 3.3 million 
people per year. Since the 2000s, the migration movement has intensified in the countries of the 
European Union. As the community grew to 28 states before Brexit, there was a fluctuating 
movement of the population through economic migration. If we take into account only the 
population that migrated through establishment in other states, we get a result. If we consider 
the movement of the population as a labor force, we will get a totally different situation. An 
example would be the fact that more than 3.5 million people migrated from Romania to job 
search. Interestingly, the migration of the population into the search for jobs within the 
European Union has been somewhat in a quite particular way. Spain, for example, has an 
unemployment rate of 2.4 million unemployed, but in Spain, a much larger number of people 
are employed in the workplace of these non-Hispanic unemployed. Population evolution 
between 1960 and 2016 is shown in the following graph. 
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Population, EU-28, 1960–2016 (at 1 January, million persons)  

 
Note: Excluding French overseas departments before 1998. Breaks in series: 2001,2010–12 and 2014–16. 
Source: Eurostat - Key figures on Europe 2016, pag. 14 
 
Another important aspect is the demographic balance of the Member States of the European 
Union. 
 
The trend in some states was to increase population, others to population decline. Based on the 
data provided by Eurostat, we conducted the analysis only for 2015, or more specifically from 1 
January 2015 to 1 January 2016. In this context, we find that the total population of the 
European Union, 28 countries, increased by 1,762,700. In the European Union, the number of 
live births in one year was 5,091,300, but exceeded by the number of deaths that was 5,226,500. 
Thus, there was a negative natural increase, ie the population dropped by 135, 200 in all 28 
countries. The net migration during this timeframe within the European Union was 1,872, 800 
people who adjusted with the decline due to the negative natural increase, we registered an 
increase of the population of the 28 states with 1,762,700 persons. As of 508,293,400 on 
January 1, 2015, the population of the 28 states reached 510,056,000 people. A number of 
countries have experienced a negative population increase as a result of higher deaths than 
births. 
Thus, Bulgaria registered a mortality rate of 44,200 people, Germany - 1,870,000 people, 
Estonia - 1,300 people, Greece - 29,000 people, Spain - 2,800 people, Italy - 161,800 people, 
Lithuania - 6,500 people, Hungary - 39,400 people , Poland - 25,600 people, Portugal - 23,000 
people, Romania - 75,700 people. On the opposite side there were countries with a significant 
population growth. Thus France's population increases by 200,600 people, Sudia with 240,000 
people, the United Kingdom with 174,400 people, Switzerland with 17,600 people, and the 
population of Turkey, although not a member of the European Union, has an exodus of 920,600 
people. Taking into account the adjusted statistical migration, we consider significant that some 
countries such as Bulgaria, Ireland, Greece, Spain, Croatia, Lithuania, Portugal, Romania, 
Poland recorded a negative migration migration, meaning that more people left And a lower 
number of people came. In other countries, there has been a population increase. For example, 
Austria, 124,200 people, the United Kingdom of Great Britain and Northern Ireland - 399,700 
people, Sweden 79,700, France 45,800, Germany 1,151,500 people. As a whole, we are seeing a 
positive rise due to the migratory movement. The population of all states in the European Union 
has had insignificant increases or decreases in the analyzed range, but it is important to note that 
the age pyramid also shows the decrease of the population from the young contingents, as in the 
case of Romania, the population in the older contingents. We are witnessing a double process, 
on the one hand, an insignificant increase in population, and on the other hand an aging 
population. In the chart on page 17 we have presented in a graph the young population that is 
dependent on the resources of those who work and on the other hand, the older population also 
depends on the results of the activity of the other categories of people. 
 
Table 1: Demographic balance, 2015 (thousands)  
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(1) Live births minus deaths. 
(2) Total change minus natural change. 
(3) Break in series. 
(4) Due to a lack of data on migration, the demographic balance is 
based exclusively on the natural change. 
(5) Demographic balance: 2014. 
(6) Under United Nations Security Council Resolution 1244/99. 
Eurostat - Key figures on Europe 2016, pag. 16 
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Figure 2: Age dependency ratios, EU-28, 2001–15 (%) 

 
Note: Young-age dependency ratio: population aged 0–14 to population 15–64 years. 
Old dependency ratio: population 65 and over to population 15–64 years. 2001: break in series. 
Source: Eurostat - Key figures on Europe 2016, pag. 17 
 
An interesting analysis was made by comparing the years 2005 to 2015 on three age groups, 
namely: the population 0-14 years, which does not have limited exercise capacity, so it can not 
occupy a job, the second group the population is in the range of 15 -64 and the third group is the 
population aged over 65. 
 
The table above shows a number of significant aspects. For example, at the level of the 
European Union - 28 states, the 0-14 age group dropped from 16.3% to 15.6%. The age of the 
working age population also dropped to 64 years, from 67.2% to 65.6%. The share of the 
population over the retirement age has increased from 16.6% to 18.9%. This explains to a great 
extent the way in which the natural or migratory increase of the population has moderated. 
Countries with declining birth rates who did not benefit from massive emigrations, including 
Romania, have faced and are experiencing declines in the share of the young population and 
even the working population, while increasing the share of the population out of capacity In the 
overwhelming process, being in the category of pensioners. The decline of the population at the 
young age is specific to all states, with no exception within the group of 28 states. Also, the 
share of pensioners, of the population aged over 65, has increased in all the countries with the 
most significant increase in Bulgaria, from 17.4% to 20%, in Germany from 18.6% to 21%, in 
Estonia from 16.6% to 18.8%, in Greece 18.3% to 20.9%, in Italy from 19.5% to 21.7%, in 
Portugal from 17.2% To 20.3%, to Finland from 15.9% to 19.9%, or to Slovakia from 11.7% to 
14%. In Romania, the share of this group of people in the total population increased from 14.2% 
to 17%. It is therefore clear from the study of the natural movement of the population that even 
if the increase of the population leads to a relative stability of the population, the labor resources 
are reduced in perspective and also taking into account the capacity of the national economies to 
offer jobs to those who want to Working on the resource issue is one that must be handled in a 
particular way, in a serious way from the point of view of the country's population. 
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Table 2: Population age structure by major age groups, 2005 and 2015 
(% of the total population) 

 
(1) Break in time series in various years between 2005 and 2015. 
(2) The population of unknown age is redistributed for calculating the age structure. 
Source: Eurostat - Key figures on Europe 2016, pag. 18 
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Figure 3: Crude marriage and divorce rates, EU-28, 1970–2011 (per 1 000 inhabitants) 

 
Note: There is a change in time interval on the x-axis. Excluding French overseas departments for 1970 to 1990. 
Source: Eurostat - Key figures on Europe 2016, pag. 19 
 
 
Table 3: Crude marriage and divorce rates, selected years, 1965–2014 (per 1 000 
inhabitants) 

 
(1) Excluding French overseas departments for 1965 to 1990. 
(2) Marriages, 2011: break in series. 
(3) Divorce was not possible by law in Italy until 1970, in Spain until 1981, in Ireland 1995 and in Malta 2011 
(4) Up to and including 2002: data refer to total marriages contracted in the country, including marriages between 
non-residents. From 2003 onwards: data refer to marriages in which at least one spouse was resident in the country. 
1980: break in series. 
(5) Marriages, 2012: break in series. 
(6) Divorces, 2012: break in series. 
(7) Divorces, 2011: break in series.  
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(8) Under United Nations Security Council Resolution 1244/99. Source: Eurostat - Key figures on Europe 2016, p 20 
 
 
Also, the population of the country could speak about the marriage rate and the divorce rate, as 
the marriage rate on the total European Union fell year on year, from 7.8 ‰ in 1965 to 5.2 ‰ in 
2000, to 4.2 ‰ in 2011 and around 3.2 ‰ in 2014 (we do not have data calculated because the 
total European Union did not all countries report these indicators for 2014, 2015 and 2016). As 
far as divorce is concerned, we found that it had an increasing rate of 0.8 ‰ in 1965, reaching 
1.8 ‰ in 2000 and 2 ‰ in 2011, with a tendency to be above 2.8 ‰ in 2014 We note that not all 
countries reported these figures. In the case of Romania, the marriage index dropped from 8.6 
‰ in 1965 to 6.1 ‰ in 2000 and 5.2 ‰ in 2011, marking a certain reversal in 2014 when it 
reached 5.9 ‰. Divorce in Romania recorded in 1965 - 1.9 ‰, dropping to 1.4 ‰ in 2000, then 
with an increase in 2011 to 1.8 ‰ and again a moderation to 1.4 ‰ in 2014. In most countries 
Members of the European Union find that the number of couples who get married is gradually 
decreasing and divorce rates are rising at a slower pace. The main cause would be the economic 
situation of households where the majority of couples who do not have the guarantee of family 
consolidation, resources and child raising are reserved and do not marry. 
 
 
The following graph highlights the number of children born alive in the European Union from 
1960 to 2015. 
 
Figure 4: Number of live births, EU-28, 1961–2014 (million) 

 
Note: Excluding French overseas departments before 1998. 2013 and 2014: provisional. 
2014: break in series (including births in Mayotte). 
Source: Eurostat - Key figures on Europe 2016, pag. 21 
 
It is noted that with slight increases in 1964-1965, the rest trend was a decline of live births, a 
slight reversion occurring from 2003 to 2007, after which the downward trend resumed reaching 
quite a number reduced. In relation to the population fertility rate, the timeframe 1960-2014 
shows that the trend for the European Union for which there are data compared to 2010 was a 
slight decrease. 
 
 
 
 
Thus, in 2010 the fertility rate was 1.62 live births per female, decreasing in 2012 to 1.58 
children per female, reaching in 2013 to 1.54 children per female, with A slight recovery in 
2014 when it reaches 1.58 live births per person. In 2015, the lowest fertility rates were 
recorded in Greece - 1.30, Spain - 1.32, Cyprus - 1.31, Poland - 1.32, Portugal - 1.23 live births 
per person, Slovakia - 1.37 children born alive per person. Romania has a fertility rate of 1.52 
live births on a female person. In the context presented, it is clear that the negative natural 
increase of the population in the total of European countries determines the decrease in the birth 
rate. The only country in the European Union that has a fertility rate of over 2 live births per 
person (2.01) is France, but from the point of view of the demographic survey, the population of 
a country remains at a somewhat steady pace if the fertility rate is 2% for a female person. 
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Aspects that have been analyzed in connection with the prospect of population growth are one 
that needs to be considered, which is why sustained measures must be taken so as to achieve a 
balance between live births due to increased fertility and the encouragement of young couples 
To give birth to children, to develop the family, and at least to maintain the population at 
acceptable standards. Living conditions in the European Union and in each country need to be 
improved, laws adopted to favor the increase of the marriage rate, to reduce the rate of divorce, 
to provide facilities for couples with growing children and to provide a spiritual perspective, 
improving family culture and The desire to have offspring. Another interesting aspect is the 
analysis of mortality and life expectancy. 
 
Table 4: Total fertility rate, 1960–2014 (live births per woman) 

 
(1) 2012 and 2014: break in series. 
(2) 2012: break in series. 
(3) 2014: break in series. 
(4) 2000: break in series. 
Source: Eurostat - Key figures on Europe 2016, pag. 22 
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Figure 5: Life expectancy at birth, EU-28, 2002–14 
(years) 

 
Note: 2009, 2011, 2012 and 2014: breaks in series. 2013 and 2014: estimate and provisional. 
Source: Eurostat - Key figures on Europe 2016, pag. 23 
 
 
 
 
Of course, as in the Bible, and throughout our existence, we clearly understand that life is not 
eternal, yet it is a question of analyzing what is life expectancy, on average well-understood, 
and seeing what this tendency is. The average life expectancy is if you want an assumed wish 
for state governments to create the best conditions and first of all to create conditions for the 
advanced age population so that it benefits from good living conditions and at the third age. The 
study shows that at EU level the average life expectancy in women was 80.9 years in 2014, 
reaching 83.6% for women and 78.1 years for males. Average life expectancy averaged at least 
from 2000 to 2014 for which we have comparable data. Taking into account the living 
conditions required by EU policies and directives, it is estimated that the average life 
expectancy will gradually increase in the next period. Of course, in order to ensure the average 
average life expectancy for the average population, it is necessary to take measures of a 
medical-sanitary nature, of a social nature, of an economic nature, and last but not least of 
ensuring conditions for the persons who have already passed the age third . The study shows 
that the female gender has a higher life expectancy compared to the male, but the gap is more 
modest in 2014, being 83.6 years for women and 78.1 years for males, ie 5.5 years, this But will 
grow and be able to reach a high level, both in total and in both genres. The European Union has 
already launched some programs that encourage the use of the professional capacity of people 
over the age of 65, in many cases, especially intellectuals, specialists, researchers. Third age is 
still producing economic results. We could take the example of science academies from all 
countries, and we find that at the nationally most scientifically-endowed levels are the elderly. 
In other words, I will make some references to the analysis of life expectancy at birth, analyzing 
the data over a 15-year period from 2000 to 2014. 
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Table 5: Life expectancy at birth, 2000–14 (years) 

 
(1) 2010 and 2014: break in series. 
(2) 2004: break in series. 
(3) 2000 and 2010: break in series. 
Source: Eurostat - Key figures on Europe 2016, pag. 24 
 
On the whole of the European Union, the data become comparable and can be analyzed from 
2010, although for each state we can start the analysis from the year 2000. Thus, the total 
European Union average life expectancy at birth was 79.9 years, rising in 2014 At 80.9 years. In 
male males, average life expectancy at birth increased from 76.9 years in 2010 to 78.1 years in 
2014, and in females it increased from 78.8 years in 2010 to 83.6 years In 2014. A number of 
countries such as France, Croatia, Cyprus, Lithuania, Luxembourg, the Netherlands, Austria or 
Sweden have an average life expectancy of over 80 years. The two genres are remarkable, high 
life expectancy in 2014, Male, France, Cyprus, Austria or Sweden. For females, life expectancy 
at birth was 85.5 years in 2010 in Croatia, 84.7 years in Italy, 82 years in Sweden. In 2014, 
average life expectancy at birth increased overall, 81.4 in Belgium, 81.4 in Ireland, 81.5 in 
Greece, 83.3 in Spain, 83.2 in Italy, Cyprus 82.8 years, Malta 82.1 years or Sweden 82.3 years. 
In the male, average life expectancy at birth increased here, reaching France at 79.5 years, Italy 
at 80.7 years, Cyprus at 80.9 years, or Sweden 80.4 years. The average life expectancy of the 
female population reached 86.2 years in Spain, 86 years in France, 85.6 years in Italy, 85.2 
years in Luxembourg, 84.7 years in Cyprus, 84.2 years in Sweden, 84.4 years in Portugal, etc. 
In Romania, the average life expectancy at birth in total in 2014 was 75 years, in men 71.4 
years, and in women 78.7 years. It is therefore that the average life expectancy at birth is 
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considered as an interesting element in terms of living conditions. We can not talk about the 
standard of living without first addressing the demographic situation of European countries on a 
wider scale across countries across Europe, but particularly the demographic situation in each 
country. This analysis can be integrated with immigration, asylum requests, to draw other 
conclusions of interest to the European Union. From the migration point of view, we find that it 
is different for nationalities and in the following table we find a lot of interesting and possible 
data to interpret from these people categories. 
 
Table 6: Immigration by citizenship, 2014 

 
Note: The values for the different categories of citizenship may not sum to the total 
due to rounding and the exclusion of the category 'unknown citizenship' from the table. 
Source: Eurostat - Key figures on Europe 2016, pag. 25 
 
It is also interesting to establish the number of asylum seekers in the Member States of the 
European Union, which is important from the point of view of the community, especially in the 
current situation when the exodus of emigrants (migrants to the European Union) from the Gulf 
area , From the Middle East countries has become a serious phenomenon. It is also important to 
study that a number of people, reaching 889,100 in 2014, ie 9%, have requested political asylum 
in the European states. Most due to difficult, political or living conditions, but they create some 
problems for Member States that support this geographical movement of the population. In this 
respect, this study can be developed by analyzing migration and its effect on the population of 
the countries considered or the European Union as a whole. Also, as an effect on the population 
of the EU member countries, we can extend the analysis and consider the asylum seekers in the 
European Community states. Thus, the asylum application in the countries of the European 
Union can be analyzed according to the origin of the asylum seekers, as well as their number. 
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From the graphical representations shown below, most asylum seekers come from Syria 
(362,800 people), Afghanistan (178,200 people), Iraq (100,000 people), Kosovo (64,000 
people), Albania (63,000 people), Pakistan (43,000 people) 2015. The number of asylum 
seekers has increased steadily compared to 2014 and especially to previous periods. 
 
Figure 8: Countries of origin of (non-EU) asylum seekers in the EU-28 Member States, 
2014 and 2015 
(thousands of first time applicants) 
 

 
 
Source: Eurostat - Key figures on Europe 2016, pag. 28 
 
The situation of the countries that received asylum in these countries is led by Germany, with 
441,000 asylum seekers, and is the initiator of this course. It is followed by Hungary, Sweden, 
Italy, France, the Netherlands, Belgium, Great Britain and Finland. 
 
Figure 9: Number of (non-EU) asylum seekers in the EU and EFTA Member States, 2014 
and 2015 (thousands of first time applicants) 
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Source: Eurostat - Key figures on Europe 2016, pag. 29 
 
Conclusion 
 
In this article, the authors focused on the analysis of the correlation between the population and 
the general labor resource in the European Union. From the presented data a series of theoretical 
and practical conclusions are revealed. Thus, the population in the European Union and in 
almost all Member States has a negative trend as a result of the decrease in fertility, birth rates 
and the increase in mortality. As a result of these developments, significant changes occurred in 
the age pyramid. As a result of economic growth in all Member States, average life expectancy 
at birth, total and population structure by sex increased. One conclusion is that naturally the 
population is on a downward trend. The European population is growing as a result of the 
migration phenomenon. The phenomenon is analyzed and exemplified using the data provided 
by Eurostat statistics. Demographic indicators are presented, concrete data is presented using 
significant graphical representations. The authors conclude that population demographics can 
also be analyzed using regression models. 
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Abstract 
 
In this article, the authors conducted an analysis of the population of the Member States of the 
European Union and of its evolution. In this respect, the size and evolution of the population, 
the European Union as a whole, as well as each state, and especially the extent to which 
evolution represents a guarantee of labor resources, have been studied. In essence, the size and 
structural changes of the population, fertility, marriages, divorce, morbidity and migration as 
factors of population evolution are analyzed. Each aspect is given the necessary importance, 
highlighting the effects of changing each indicator. In order to highlight the conclusions and the 
expressed interim data / assessments, data from the official statistics of Eurostat were widely 
used, mentioning each source and its location. In the final part, it is also suggested that these 
analyzes can be deepened by the use of other quantitative econometric data or methods. 
Keywords: fertility, birth rate, migration, population, demographic indicator 
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2. CONFERENCES 
 
23° Conférence Scientifique Internationale du Réseau PGV36. Propositions reçues 
 
Trois thèmes principaux ont été proposés dans l'appel à communication : 
1.  L'Union européenne et ses frontières  
2. Quelles stratégies d'acteurs ?  
3. Le BREXIT est-il le signe d’une Europe en voie de déconstruction ?  
 
En réponse, les organisateurs ont reçu 59 propositions dont les titres figurent ci-dessous : 
 
1.  L'Union européenne et ses frontières (17 propositions) 
 
- La stratégie de l’UE face à ses frontières 
- Des frontières politiques aux frontières interculturelles 
- Europe-Maghreb relationship and Italian contribution  
- Une Union inclusive, fondée sur la démocratie et le bien-être 
- Darkness over the hedge:  a survey on university students about European Union 
- L’Economie du partage: un nouveau paradigme qui est en train de réécrire les futures frontières de 
l'économie et du marché en Europe 
- La migration humaine à la suite des changements environnementaux : les nouvelles frontières de 
l'Europe 
- Mapping unpaid work in Europe 
- Construction du leadership européen de Viktor Orbán à travers les multiples représentations des 
frontières 
- Plurilinguisme et compétences interculturelles 
- The Enlargements and Common Borders of the European Union: Experiences and Challenges Ahead 
- Islamic Economy and Civil Economy: the two halves of the Platonic myth of Symposium 
- L’UE et les pays méditerranéens partenaires : Un partenariat à renforcer 
- La frontière qui protège ? Quelques réflexions sur la dimension utopique des murs 
- Polish-Ukrainian migration flows from the perspective of contemporary and future economic relation 
- Le changement des frontières des pays européens et son influence sur les innovations 
- La représentation de l’UE au-delà de ses frontières. Le cas de la Serbie 
 
2. Quelles stratégies d'acteurs ? (27 propositions) 
 
- In Cross-Border Engagement, We trust 
- E-business in European Union – advantages, challenges and threats 
- Possibilités d´utilisation de nouveaux modèles commerciaux destinés aux groupes spécifiques des 
communautés dans le processus de l´inclusion sociale 
- Barriers of SME internationalisation in Slovakia 
- Progress towards the EU Manufacturing Renaissance 
- La responsabilité sociétale des entreprises en tant que manifestation de la gestion humaniste 
- Perceived identities of Eastern European cities – are they affected by the changes in the EU’s borders? 
- Perceptions et conséquences sociales de la croissance des entreprises chinoises en Europe. Etude 
comparative entre France et Chine 
- The educational system marketization mechanism in the Slovak republic 
- Une comparaison des modes d’insertion dans les chaînes régionales de valeur. Le cas de l’industrie 
automobile au Maghreb 
- La normalisation européenne : un outil de coopération pour l’internationalisation des PME 
- The Significance of Energy Union in European Union Energy Security 
- La compliance des entreprises dans l’Union Européenne : quand l’éthique est stratégie… 
                                                
36 La remise en cause des frontières : une nouvelle représentation de la réalité européenne. 
Université Internationale de Casablanca, Maroc. Laureate International Universities 14-16 septembre 2017 
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- Les biens à double usage : contrôle & restrictions à l’exportation 
- L´impact des transferts d’argent des migrants sur le développement de leurs pays d´origine 
- E-consumers’ behaviour in Europe – assimilation or differentiation 
- Analysis of the individual Contribution of member States in financing European Projects 
- International Trade – factor of economic growth for European Union member States 
- Analysis of the economical Evolution of the EU member States by using a dimensional Data Model 
- Common strategies to improve resilience of the European energy system  
- Foreign Direct Investment: geographical or economic proximity? Considerations on the case FDI China-
Europe 
- Les TIC. Outil de (dé) construction du marché global 
- The transnational detachment of staff as opportunities for collaboration between companies inside The 
Union 
- Accountability of Universities in the European Union 
- Le régime Méditerranéen est bon pour l’économie 
- Valeurs Fondamentales et Politique de Voisinage de l'Union Européenne au Sud 
- Functioning of new distribution channels in Poland – from a consumer’s perspective 
 
3. Le BREXIT est-il le signe d’une Europe en voie de déconstruction ? (15 propositions) 
 
- Multidimensional Europe in a changing world 
- Une nouvelle frontière au sein de l'Espace Européen de l'Enseignement Supérieur et de la Recherche ? 
- L’impact du Brexit sur la politique européenne de lutte contre l’évitement fiscal des entreprises 
- Quo Vadis Europae? European Union needs of reform 
- Free movement of workers – Europe’s new whipping boy 
- Long-term trade relationship between South Africa and the UK – before and during membership of UK 
in the EU, and after Brexit 
- Conséquences du Brexit sur l’UE et le RU et ses perspectives 
- International relations between the European Union and Great Britain: a visual content analysis of 
Brexit 
- The crisis of European Union: the need of a new social asset 
- BREXIT as a Natural Consequence: The UK Does Not Fit the EU – as Seen on the Example of the 
British Local Government. 
- L’identité européenne en question ou comment vivre l’Europe à l’Est de l’Ouest 
- Le crowfunding. Un outil participatif au service d'une Europe sans frontière 
- Programme Jean Monnet : diffuser le message européen envers et contre tout ?  
- Competitiveness and cultural convergence of Eastern European cities – the role of civilizational 
competences 
- Le BREXIT aura-t-il un impact sur la politique européenne de cohésion ? 
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3. NOTES AUX AUTEURS 
 
Objectif et contenu de la Revue 
 
La revue Management & Gouvernance. Entreprises-Territoires-Sociétés publie des articles de 
chercheurs en sciences humaines et sociales, autour de problématiques entrepreneuriales, 
territoriales et culturelles qui caractérisent l’Europe contemporaine. Elle est éditée par un réseau 
international et interdisciplinaire (Le Réseau des Pays du groupe de Vysegrad, ou réseau PGV) 
dont la coordination est assurée à partir de l’Université Pierre Mendès France de Grenoble. 
 
Succédant aux Cahiers Franco-Polonais fondés en 1992 avec l’Université de Lodz, puis élargis 
à l’ensemble des universités partenaires, la revue Management & Gouvernance est une base de 
diffusion d'idées qui se sont développées au sein du Réseau PGV, autour des grands problèmes 
de l’Europe contemporaine, (gouvernance des territoires, construction identitaire, 
développement durable, entrepreneuriat, management interculturel, université, formation, 
travail, mobilité, migration, compétitivité…). 
 
Management et Gouvernance paraît à raison de 2 numéros par an, en langue française ou 
anglaise, chaque numéro comprenant un dossier thématique et une série d’articles ouverts sur 
d’autres sujets ainsi qu’une rubrique spéciale consacrée à la vie du Réseau (annonce de 
manifestations, rencontres internationales et publications scientifiques réalisées par tous les 
partenaires). 
 
Comité international et Comité de lecture 
 
La Revue Management & Gouvernance est placée sous le parrainage d’un Comité International 
composé de personnalités européennes du monde scientifique, choisies dans les pays du  réseau 
PGV. 
 
Sauf exception, les textes proposés à la rédaction sont originaux. Ils sont soumis à un Comité de 
lecture international et interdisciplinaire. 
 
Les décisions finales sont l’acceptation en l’état, le refus ou l’acceptation sous réserves de 
modifications. 
 
Présentation des articles 
 
Les articles soumis à la revue mentionnent le nom, prénom, organisme de rattachement, adresse 
postale et électronique des auteurs. Ils sont transmis exclusivement en version électronique 
(format Word. doc) au siège de la rédaction <ewa.martin@iepg.fr>. 
 
La longueur de l’article doit se situer entre 12 et 20 pages, (soit entre 18 000 et 30 000 signes), 
résumés, figures et bibliographie comprises. 
 
Les normes typographiques sont les suivantes: interligne 1,5, police de caractère Times New 
Roman 11 points. Ne pas utiliser de couleur. 
 
Tous les articles sont accompagnés d’un résumé d’une demi page (750 signes) maximum, 
traduit dans l’une des deux langues: français si l’auteur est francophone, anglais s’il est 
anglophone. 
Les articles ne comportent pas d’annexes. Les tableaux et figures sont intégrés dans le texte et  
numérotés. 
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Les notes sont placées en bas de page. Les références bibliographiques sont présentées de façon 
suivante: 
 
- pour les périodiques, mentionner le nom et prénom de l’auteur, l’année de publication, le titre 
de l’article en italique, le titre et le numéro du périodique et le numéro de la première et de la 
dernière page (p.ex. martin claude (2007), l’entreprise est européenne résiste au modèle 
occidental, la revue des sciences de gestion, direction et gestion des entreprises, n°226-227 p17-
28. 
 
- pour les livres, mentionner le nom et le prénom de l’auteur ou du directeur de publication, 
l’année de publication, le titre du livre en italique, le lieu de publication et la maison 
d’édition (p.ex. pod redakcja zofii mikolajczyk i clauda martin, (1995), blaski i ciene, 
wspolpracy firm polskich i francuskich, lodz, wydawnictwo uniwersytetu lodzkiego. 
 
Les travaux non-édités mentionnent le nom et prénom de l’auteur, l’année de présentation et le 
titre, en précisant le caractère du travail: “rapport”, “étude”, “thèse” et le nom de l’université ou 
de l’école ou la soutenance ou la présentation ont eu lieu. 
 
Les travaux présentés à l’occasion de symposiums, conférences seront traités comme des livres. 
pour les sources électroniques, on mentionnera l’adresse url 
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Cahiers scientifiques internationaux du réseau PGV 
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Le Réseau PGV est un partenariat multilatéral européen qui associe depuis 
sa création en 1994, des chercheurs universitaires autour d’une question 
majeure : celle des transformations opérées dans l’économie, la gestion et 
la culture des entreprises et des sociétés d’Europe de l’Est depuis la chute 
du mur de Berlin. Après les intégrations de 2004 et 2007, les membres du 
Réseau ont décidé d’orienter leurs recherches vers les dynamiques 
socio-économiques de l’Union Européenne. Trois problématiques majeures, 
très fortement liées entre elles et en grande partie croisées, s’inscrivent 
dans le contexte de l’élargissement de l’Union Européenne : entreprena-
riat, dynamiques territoriales et sociétés. L’aire géographique du Réseau 
PGV, pour la partie située en Europe centrale et balkanique, regroupe sept 
pays : Albanie, Bulgarie, Hongrie, Pologne, République Slovaque, Répu-
blique Tchèque et Roumanie. Côté occidental, cinq pays ont participé au 
développement du réseau : Allemagne, Belgique, France, Italie et Portu-
gal. Le réseau PGV s’est ouvert, récemment, aux pays du pourtour méditer-
ranéen (Algérie, Maroc).  Il  est représenté dans plus de 40 universités ou 
écoles partenaires situées dans 11 pays d’Europe et du pourtour méditerra-
néen dont 10 sont membres de l’Union européenne. 
Le Réseau est présidé par Claude Martin, Dr. H.C, professeur émérite à l’Uni-
versité de Grenoble Alpes, assisté d’un Comité scientifique composé de 
représentants des pays partenaires. 
La recherche au sein du réseau donne lieu régulièrement à des publica-
tions dans différents supports français ou étrangers. Elle se traduit, notam-
ment, par l’organisation de conférences internationales annuelles. 




