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Voznyak H. V., KlobaT. L. Smart Specialization as an Innovative Strategy for the Regional Economic Growth:
Experience of Central and Eastern European Countries for Ukraine

The initiated processes of reforming the government and public finances in Ukraine have provided real opportunities for increasing the resources for sustainable
development of regional economic systems, communities and territories. At the same time, domestic practice shows ineffective mechanisms for implementing
the State, regional policy, deepening both interregional and intra-regional asymmetries in terms of socioeconomic development. These aspects highlight the
increased interest in the scientific and practical problem of converting opportunities into tools to stimulate economic growth of territories and updating the
State Regional Policy of Ukraine, which should be based on the system of multilevel governance of territories and development of its strategic vision, especially
in terms of competitive advantages. The purpose of the study is to systematize the experience of strategizing the regions of the EU, Central and Eastern Europe
and to carry out a comparative analysis of the choice of priority areas of smart specialization in terms of groups of regions with appropriate economic structure.
The object of the research in this article are the processes of strategizing the regional development on the basis of smart specialization in Ukraine and the EU
Member States. In the course of the research a set of general scientific methods of scientific cognition (system analysis, logical generalization, analogy, com-
parative analysis) was used, which provided an opportunity to realize the integrity of scientific research. The practices of regional strategy on the basis of smart
specialization of Central and Eastern European countries are analyzed. Their economic profile and priorities of reasonable specialization are determined. The
peculiarities of the functioning of the economy of the countries / regions selected for analysis are highlighted. Emphasis is placed on the consequences / benefits
of implementing innovative strategies for the economic progress of countries / regions. A comparative assessment of the priority areas of smart-specialization
of the EU and Ukraine in terms of groups of regions with the appropriate structure of the economy is made. As a result of the study, no unambiguous corre-
spondence was established. Recommendations are given and imperatives are determined, upon which the policy of sustainable growth of the Ukraine’s regions
should be developed, based on the results of the conducted research.
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BosHsk I. B., Kavboba T. /. Cmapm-cneyianisayia K iHHosayiliHa cmpamezis eKOHOMIYHO20 3pOCMAHHA pezioHie:

0docsid kpaiH LlenmpansHoi ma CxioHoi Esponu 0 YkpaiHu

Po3nouami npoyecu peopmysaHHs 61a0u ma OepiasHUX GiHaHcie 8 YKkpaiHi 06ymosunu peasnsHi Mox1usocmi 0118 HAPOUEHHA pecypcie cmasno2o po3su-
MKy pezioHanbHUX eKOHOMIYHUX cucmem, 2pomad i mepumopili. BoOHoYac 8im4yusHAHa MPAKMUKA c8id4uMb npo HeegheKmusHi MexaHi3mu peaniayii dep-
HABHOI Pe2ioHanbHOI NoniMuKu, no2nubneHHs AK Mixpe2ioHanbHUX, MaK i 6HyMpiWHbOpPe2ioHanbHUX acumempili 3a iIHOUKAMOPAMU COYianbHO-eKOHOMIYHO-
20 P038UMKY. 3a3HayeHi acnekmu akmyanizytome nidsuweHuli iHmepec 00 HayKoOBO-NPAKMUYHOI pobemu KOH8ePMYB8AHHA OMPUMAHUX MOXaugocmel 8
HCMpyMeHmu cmuMynto8aHHA eKOHOMIYHO20 3pOCMAHHA Mepumopili Ma 0HOBAEHHA 0eP#aBHOI pe2ioHabHOI noAimuKu YkpaiHu, Aka nosuHHa 6asysamuca
Ha cucmemi 6azamopieHego20 8pA0YBAHHA PO3BUMKOM mepumopili i oKkpecseHHi ii cmpameziyHo20 baveHHs, 0C06/UB0 8 YACMUHI KOHKYPEHMHUX nepe-
8ae po3gumky. Memoro docnidxeHHs € cucmemamusayis 0oceidy cmpamezysaHHs pezioHie €C, KpaiH LlekmpanbHoi ma CxidHoi Esponu ma nposedeHHs
KoMnapamusHo20 aHanisy subopy npiopumemHux cgep cmapm-creyianiayii e pospisi epyn pezioHig 3 8idnogioHow cmpykmypoto ekoHomiku. 06’ekmom
docnideHHs 8 OaHili cmammi € npoyecu cmpamezysaHHs PezioHanbHo20 Po38UMKY Ha 3acadax cmapm-cneyianisayii 8 YkpaiHi ma kpaiHax — uneHax €C.
Y npoueci docioxeHHsa 6yno BUKOPUCMAHO CYKYMHICMb 3020/16HOHAYKOBUX Memo0i8 HayK0B020 Mi3HAHHSA (CUCMEMHO20 aHANI3Y, N02i4HO20 y3a2a/bHEHHS,
aHaso2il, NopieHANbHO20 GHANI3Y), W0 3a6e3neyuno Moxusicme peanizayii yinicHocmi Haykoso2o 00cniOMEeHHS. POaHANI308aHO MPAKMUKU CmMpamezy-
8aHHA pezioHie Ha 3acadax cmapm-cneyianisayii KpaiH LleHmpaneHoi ma CxidHoi €sponu. BusHayveHo ix ekoHomivHul npogine ma obpaHi npiopumemu
cmapm-crieyianizayii.. BucsimaeHo ocobausocmi GyHKUiIOHy8AHHS eKOHOMIKU Kpaik/pezioHis, 06paHux 0718 aHAni3y. AKUEHMOBAHO Ha Hacnidkax/nepesa-
20X 8rposadxeHHs iHHOBAYilHUX cmpameeili 0ns eKoHOMIYHO20 nocmyny Kpaik/pezionie. MposedeHo MopigHAbHY OYiHKY npiopumemHux cep cmapm-
cneyianizayii pezioig EC ma YkpaiHu 8 po3pisi 2pyn pezioHie 3 8i0M08iIOHO cMpPyKMypoko eKOHOMIKU. Y peynsmami 00O eHHS He 8CMAHOB/EHO 00HO-
3HaYHoI 8idnosidHocmi. HadaHo pekomeHAayii ma 8U3HaYEHO iMnepamusu, Ha AKUX MOBUHHA Bydysamucsa nonimuka cmiliko2o 3pOCMaHHA pe2ioHig YKpaiHu,
CNUPaYUCh Ha pe3yasmamu nposedeHux 00CAideHs.
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ecentralization and reforms in local self-gov-

ernment and territorial structure of power in

Ukraine started in 2015 have created new oppor-
tunities for the development of communities and regions,
provided motivation for local authorities to stimulate the
development of their territories, improving the system of
intergovernmental fiscal relations. At the same time, it
should be acknowledged that there is currently no high
degree of correlation between the opportunities provid-
ed and the better quality of life of people, regardless of
their place of residence. On the contrary, as evidenced by
the statistical data and the authors' own observations, we
are witnessing the deepening of both interregional and
intra-regional asymmetries in the socioeconomic devel-
opment indicators.

Another layer of problems is related to the imple-
mentation of state regional policy. It is meant here that
the large-scale reforms have put on a back burner the co-
ordination of authorities at various levels (as well as the
public, business in general) as for the implementation of
state and regional policy, and the instability of funding for
the State Strategy for Regional Development clearly re-
quires normalization. By the way, the norm of the State
Fund for Rural Development, which should make up 1%
of the general fund of the state budget, has never been ful-
filled in the last five years; amost no funds were allocated
to the main oublic treasures within the budget programs
(although it is provided by the DSRD); the tasks set by
the current strategy faced chronic financial insecurity,
etc. The existing state target programs / agreements on
regional development are ineffective instruments for the
implementation of the DSRD, and implemented projects
at the expense of the DFRD are far from being investment
development projects aimed at activating the economic
potential of territorial development. The annually grow-
ing volumes of the subvention for the social and economic
development of individual territories which is distributed
beyond any established rules have invalidated this mecha-
nism of financial maintenance of regional development.

This proves, on the one hand, the timeliness of
the issue of converting the opportunities into tools for
stimulating the economic growth of territories and creat-

60

ing conditions for improving the citizens’ welfare. On the
other hand, it necessitates the renewal of the State Re-
gional Policy of Ukraine, which should be based on cur-
rent opportunities and challenges, development trends,
and problems that constrain it, identifying areas in need
of state support, multilevel governance, and thus outlin-
ing a strategic vision, which will help Ukraine to achieve
the goals. Of course, such a policy will be effective, if it is
based on the principles of smart specialization, responds
in a timely manner to external and internal challenges,
and is stimulating, especially as to the competitive advan-
tages of development.

ver the last decade, the issue of substantiating

the new paradigm for regional development

(the one based on smart specialization as well)
has been the subject of discussion within the expert and
scientific environment in the European Community, and
most recently in Ukraine [1-4]. The fact is that the old
methods of implementing regional development policy
on a top-down basis have exhausted themselves, as they
did not take into account the local characteristics of ter-
ritories, their strengths/weaknesses as for their economic
structure, knowledge institutions, innovation potential
and so on. In addition, the interaction between the re-
gions, for the most part, remained out of the attention of
governmental officials, who considered them as isolated
systems [5]. Based on the above, —we need a new policy
of regional development, which would take into account
the specialization of the region, be multilevel, innova-
tion-oriented, aimed at strengthening the competitive
advantages of the regions, and so on.

It is this policy, which is based on smart special-
ization of the regions, has recently become especially
popular in European countries. The ideologues of the
concept (developed in 2008 by a group of experts with
the assistance of the European Commission's Directorate
for Technology and Innovation) are Dominique Faure,
Paul David and Brownsville Hall, who together proposed
a concept that had a significant impact on Europe's politi-
cal audience and hence far beyond it [6]. The key idea of
smart specialization was that innovative regions should
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specialize in research and implementation of new gen-
eral-purpose technologies (digital, nano-, biological, mo-
dern materials, etc.), while the weaker regions in terms
of innovation were given the mission to promote these
technologies. Later, this concept was slightly improved
by the developers. According to them, it was inappropri-
ate to link smart specialization only with the strategy of
simple industrial specialization in a certain region, as it
is a process that solves the problem of lack or weakness
of relations between R&D and innovation resources and
activities, on the one hand, and sectoral distribution, on
the other. Smart specialization involves abandoning the
principle of sharp labor division between producers and
consumers of knowledge. Any region faces at least prob-
lems of improving the operational efficiency and quality
of producing "something", and this is a matter of R&D,
opportunities, innovation, and so on [6]. Note that this
concept was the answer to the question: why are there
significant differences between the economic growth of
the United States and Europe? As it turned out, the main
reasons for this gap were differences in the labor market
(quality of human capital, tough European labor markets,
the different organization of investment processes and
availability of venture capital), and the key determinant
of US economic growth over the past 20 years has been
manufacturing and ICT. According to researchers [7]: "...
the slowdown in economic growth is due to the slower
development of the knowledge economy in Europe than
the one in the United States."

n 2010, the EU declared its vision for the development

of regions in particular and the economy in general

in its Europe 2020 Strategy [8], whose priorities were
identified as following: smart development based on
knowledge and innovation; sustainable development that
ensures more efficient resources usage and competitive-
ness; comprehensive development, which leads to an in-
crease in the level of employment of the economically ac-
tive population, social and territorial integrity. Part of this
strategy was a strategy (national/regional) for research
and innovation for smart specialization (RIS 3), which
provides an action plan on economic transformation, co-
ordination of financial and entrepreneurial resources to
support selected economic activities, defining governance
and monitoring mechanisms. In essence, it is a strategic
approach to developing a policy of maximizing the inno-
vation potential of the region, identifying and stimulating,
unique industries or economic activities, regardless of the
economic development of the region. The philosophy of
smart specialization is not so much to stimulate innova-
tion as to intensify long-term structural changes in the
region's economy and shape policies that will allow the
region to occupy its niche in global markets.

Speaking about the development policy of the EU
regions on the basis of smart specialization for the pe-
riod up to 2020, it is important to emphasize the fact that
the policy of "cohesion" has played a dominant role in
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changing the paradigm of EU development towards an
integrated, territorial and knowledge-oriented approach
to public investment. in the context of multilevel gover-
nance. It is interesting to point out that, to achieve the
goals of cohesion policy, the EU has allocated 351.8 bil-
lion euros for the period 2014-2020 (which is almost 1/3
of the EU budget) [9]. This has provided the EU with an
opportunity to update the territorially oriented concept
of economic and social development.

In order to work out balanced strategies to devel-
opUkraine’s regions on the basis of smart specialization
and measures to achieve strategic goals, it is advisable to
study foreign experience. In the future, we will be inter-
ested in the best practices of the regional development
strategy in the EU countries, which have proved them-
selves as positive and served as an impetus for structural
changes in the parent regions. To do this, we will conduct
a comparative analysis of smart specialization, primarily
in the EU, Central and Eastern Europe, as their experi-
ence is of practical interest to the regions of transition
economies, including Ukraine.

The purpose of the study is to systematize the expe-
rience of strategizing the regions of the EU, Central and
Eastern Europe and to carry out a comparative analysis
of the choice of smart specialization priority areas by
groups of regions with appropriate economic structure.

he study shows that most EU countries have de-

veloped and approved smart specialization strat-

egies (RIS 3) up to 2020 (and some up to 2030),
which in accordance with EU regulations [10] represent
a national or regional strategy that sets priorities in or-
der to create a competitive advantage by developing and
aligning the strong and innovative points of the region
or industry with business requirements; market develop-
ment through cohesion, while avoiding duplication and
fragmentation. The smart specialization strategy can be
developed separately and can be included in national or
regional research and innovation strategies. In addition,
it should be noted that the presence of a smart special-
ization strategy (RIS 3) is a prerequisite for the access
to the European investment funds [11]. The European
Regional Development Fund (ERDF) promotes sustain-
able development in various EU regions, the Cohesion
Fund (CF) and the European Social Fund (ESF) support
employment-related projects across Europe. The key fi-
nancial mechanism for the implementation of regional
policy, the Cohesion Fund, provides assistance to those
EU member states whose GDP per capita is less than 90%
of the EU average (usually these are Eastern European
countries). In fairness, the EU Council may suspend such
assistance to an EU member state in the event of an ex-
cessive budget deficit.

A comparative analysis of the smart-specialization
of EU regions by groups of regions having an appropriate
structure of the economy (7hl. 1) has allowed us to make
the following generalizations.
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Table 1

Examples of strategizing the regions of the EU member-states

Country / Region

The structure of the economy

Smart-specialization

Poland

Lesser Poland Voivodeship

Processing industry — 1.97%;
wholesale and retail trade - 16.67%;
construction - 6.94%;

scientific activity — 4.46%;

services, including financial, tourist,
communication, information, consult-
ing - > 50%

« Life sciences;

« sustainable energy;

« information and communication technologies;

« chemical industry;

« manufacture of basic metals and fabricated metal
products;

« electrical engineering and mechanical engineering;
« creative industries and leisure

Czech Republic

South Moravian Region

Processing industry — 29.3%;
transport and communications - 18%j;
construction -7.1%;

health, public administration, educa-
tion - 16.4%;

real estate transactions - 8.4%;
agriculture - 2.9%;

other services (including communica-
tion) - 17.9%

« Modern engineering and electrical engineering;

« instrument making (including precision measuring
instruments, sensors);

«IT technologies and software;

« medicine and diagnostics;

- aerospace industry

Agriculture - 2.8%;

« Information and communication technologies;
« health care (including medical services);
« mechanical engineering, logistics, chemical industry;

Estonia services (financial and most ICT) - 68%; | « construction (including "smart homes");
industry (mostly processing) - 29.2% « wood processing (furniture, windows, doors, de-
sign, cellulose);
« healthy nutrition
+ Knowledge-based economy;
Agriculture - 3.9%; « information and communication technologies;
industry - 22.4%; - digital transformation (including artificial intelli-
Latvia services, including financial, tourist, gence, Internet of Things, modeling, visualization);

communication, information, consult-
ing-73.7%

« biotechnology, biopharmacy, biomedicine;
« modern materials, engineering;
» smart energy

Romania Northwest region

Agriculture - 6.24%;
construction - 7.62%;
industry — 29.92%;
services — 56.22%

« Agri-food sector;

« health care;

« cosmetology and production of food additives
(production of cosmetics and natural food ingredi-
ents; cosmetic and dietary supplements based on
natural extracts from unique regional resources);

« biotechnology (including innovations in oncology,
modern treatments with new products; innovations in
transplantation, balneology, nutrition, orthopedics);

« production of new materials for "furniture, paper
and packaging" and "plastics and metalworking";

« advanced production technologies (robotics,
Mechatronics, additive manufacturing (3D printing)
/ rapid prototyping; manufacture of machinery and
equipment for the energy sector using renewable
sources);

«ICT (Internet products, cyber security, cloud com-
puting, artificial intelligence, digital currencies,
e-government, e-health)

1. Poland

62

The processes of determining the specialization of
the Lesser Poland Voivodeship (Poland) started in 2011
(and continue to take place now), and in the initial stages

Source: made up using https://s3platform.jrc.ec.europa.eu/ [12].

gave impetus to the development of entrepreneurship

(both at the expense of the state and European funds),
and thus promoted the growth of employment in con-
struction. trade, industry, scientific and technological
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activities (which can be proved by the growing trend of
R&D expenditures). The analysis of statistical data shows
the gradual transition of the region's economy from ag-
riculture to the production of plastics, from salt produc-
tion (Wieliczka) to health tourism; increase in expendi-
tures on information technologies contributed to their
introduction in foundry and energy production; conve-
nient transport location and investment attractiveness of
the region made it possible to intensify the activities of a
number of multinational corporations (Nokia, Shell, Er-
icson, Motorolla, Luftganza, etc.), which led to the devel-
opment of related activities, namely financial, consulting,
information and other services. It is also interesting that
regional specialization by 2020 is more aimed at opening
new opportunities due to technological changes in sci-
ence, which were previously unattainable, and this does
not mean a complete "collapse" of the existing economic
policy (the region’s traditional specialization); it is rather
the diversification of specialization areas.

2. Czech Republic

The introduction of innovation strategies in the
South Moravian Region (Czech Republic) has had a posi-
tive effect on its economic progress. For example, if before
2004 the region had the lowest rates of attracting foreign
investment in the country (50.6 thousand crowns / per-
son), but since 2005 the successfully selected areas of spe-
cialization (engineering, ICT, science) have proven their
effectiveness, as it can be seen by the growth value added
in selected industries. Mechanical engineering, electri-
cal engineering, and metalworking together account for
20% of the region's exports. The dynamic development of
IT, including that in the traditional specialization, forms
a favorable ground for the development of knowledge-
intensive enterprises. The region's ability to develop dy-
namically and compete is provided by companies that
carry out their own research and invest in key sectors of
the region's economy (engineering, electrical engineer-
ing, life sciences, IT); from 2006 to 20011 the number
of such companies increased from 263 to 367 (see [13]).
Later, these trends formed the basis for RIS (2009-2013),
where the key areas of specialization were identified: me-
chanical engineering (special stands for transport, metal
structures), electrical engineering (various measuring in-
struments, switchboards, substations, electromechanical
units), information technology (software for special pur-
poses and for economics, business, IT services outsourc-
ing), the science of life (diagnostics and medical care, e.g.
powerful medical facilities in Brno, of Masaryk Institute
of Oncology). It is interesting to mention that these areas
of specialization are also reflected in RIS 3 of the South
Moravian Region for 2014-2020 as well.

3. Estonia, Latvia

A good example of the country's development on
the basis of smart specialization is Estonia, one of the
smallest countries in the EU, which at the same time is
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one of the countries among the former Soviet republics
with the highest GDP/person. The uniqueness of this
country lies in the rapid development of the economy,
including close cooperation between business and gov-
ernment, significant public investment in science and de-
velopment, the positive impact (mainly trade relations)
of Sweden, Finland, Germany, and a strong information
technology sector.

The future vision of the country's development
on the basis of smart-specialization is laid down in the
approved Innovation Strategy "Knowledge-based Es-
tonia" [14] and the Regional Development Strategy for
2014-2020 [15]. This is the third innovation strategy
since 2002, which is based on the results of the previ-
ous periods and identifies strategic areas for sustainable
growth until 2020, namely: information technology (in-
cluding cybersecurity and software development); health
technologies and services (including biotechnology and
e-medicine); efficient use of resources in the areas of ma-
terials science, development of a "smart home", healthy
nutrition. The uniqueness of this strategy is that 15 dis-
tricts are grouped into four regions according to their
opportunities and unique advantages, and thus, to their
potential for growth.

n interesting feature of strategizing a small coun-

try like Latvia is that, on the one hand, it leaves

its economy dependent on several sectors, and
on the other hand, it allows us to focus on technological
diversification in these sectors and create synergies with
other sectors [12]. To prevent the effect of increasing
sectoral specialization, Latvia seeks to identify topics for
the specialization of knowledge, taking into account the
following aspects: the highest potential for creating op-
portunities for built-in industries of technological diversi-
fication of production towards products with higher prof-
itability; clear coordination between education, research,
and innovation; the potential to create new industries or
new product areas for existing industries as a result of
the transfer of knowledge and skills from a research in-
stitution and the existing industries. Latvia coordinates
its activities with neighboring countries, especially those
located in the Baltic region, in order to avoid duplication
and fragmentation at the level of the Baltic region.

4. Romania

Another example of development that is of practical
interest for Ukraine and is based on smart specialization
is the North-Western region of Romania (established in
1998 to coordinate regional development at the stage of
accession to the EU), which includes 6 counties formed
on the basis of conventions / agreements concluded be-
tween representatives of the county councils. Similar to
Poland (and ultimately to most European regions; and
the number of those with approved smart strategies is
now 180), this region aims at creating competitive advan-
tages by developing its strengths (research and innova-
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tion among others) in line with business needs. and mar-
ket opportunities, and it has developed a RIS 3 strategy
for 2014-2020 [16].

Sharing the basic principles of EU cohesion policy,
as well as recognizing the fact that an individual county
does not have enough resources and opportunities to
be competitive, Romania decided to join forces in areas
where the region has a unique innovation potential and
specificity. And this is possible by moving in the following
directions: a) structural transformation of the dominant
sectors of the economy in order to increase value added
and inter-municipal cooperation; b) improving quality
and productivity by upgrading sectors through modern-
ization and the introduction of new technologies; c) di-
versification of sectors in order to implement new activi-
ties; d) joint radical business inventions and innovations.

When exploring the features of strategizing the
North-West region, an interesting detail catches the re-
searcher’s eye: here we see a combination of concepts of
smart-specialization and clusters. This combination is of
practical interest because, on the one hand, it stimulates
entrepreneurial search and innovation, and on the other
hand, clusters provide a local concentration of growth
opportunities for local actors, deeper cross-sectoral link-
ages, better scaling of economic effects, etc. In addition,
such clusters (and they are created in the field of ICT,
furniture production, renewable energy, agri-food, food
technology, modern materials and nanotechnology, new
materials and tourism) are not limited by state borders
(according to RIS 3, cross-border cooperation has been
established with the adjacent voivodships in Poland,
Hungary, Moldova, Ukraine), which ultimately contrib-
utes to the development of new value chains. By the way,
the practice of creating clusters is common to all the 8
regions of Romania.

s for the Ukrainian realities, the vision of region-

al development of Ukraine for the period up to

2027, presented by the Ministry of Communi-
ties and Territories in the main document on strategy,
the draft State Strategy for Regional Development until
2027, defines the socioeconomic vector of development
and focuses on achieving three goals [17] (Fig. 1).

he new model of regional policy, creating the basis

of the Strategy, provides for a number of innova-

tions: the concentration of state support in prob-
lem areas and at growing-points; directing public invest-
ment not only to the creation of "hard" infrastructure but
also "soft" development projects based on high-quality di-
agnostics of potentials and problems in various functional
areas; a mandatory condition for the implementation of
such state programs/projects is the availability of spatial
planning documents (planning schemes for regions, com-
munities, etc.); the policy objects are functional territories
that need state support (i.e. funding by the area type). The
aim of the renewed regional policy is to improve the liv-
ing standards of the population regardless of the place of
people’s residence in a cohesive, decentralized, competi-
tive and democratic Ukraine. Development and unity are
human-centered. In this concept, a person becomes an "
application point" of the state regional policy.

It should be noted that regional development plan-
ning in Ukraine until 2027 is based on the methodology
developed under the EU Program "Support for Regional
Development Policy in Ukraine" in order to systematize
and improve the approach to planning and implementing
regional development. In 2018, a group of advisers on the
implementation of state and regional policy in Ukraine
(the “U-LEAD with Europe” program) supplemented this
methodology with an approach that identifies regional
priorities on the basis of smart specialization in the strat-
egy process.

Given the fact that since 2015 Ukraine has been
implementing the European model of managing regional
development, as well as the signed Association Agree-
ment with the EU, which obliges our country to approxi-
mate its legislation to EU legislation by the end of 2025,
the process of improving strategic regional planning on
the basis of smart specialization is inevitable. It is be-
lieved that the introduction of smart specialization tech-
nology to strategic planning of regional development in
Ukraine will identify priority areas in certain sectors of
the economy for investment at the regional level, which
in turn will improve the use of domestic and borrowed
financial resources through developing innovations in
potentially promising economic activities.

Formation of a cohesive country in social, economic,
environmental and spatial dimensions

The goals of the DRP }

Effective human-centered
multilevel governance

Increasing the level
of competitiveness of regions

Fig. 1. The goals of the DRP of Ukraine for the period up to 2027

(o))
N
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Given the above, as well as the existing legal frame-
work in Ukraine, regional development strategies (SSR)
for the period up to 2027 should be developed on the
basis of smart specialization and in accordance with the
Order of the Ministry of Regional Development No. 79
dated 31 March 2016 "On approval and evaluation of the
effectiveness of the implementation of regional develop-
ment strategies and action plans for their implementa-
tion" [18] and the Resolution of the Cabinet of Ministers
of Ukraine No. 932 dated 11 November 2015 "On approv-
al of the Procedure for designing regional development
strategies and action plans for their implementation, as
well as monitoring and evaluation of the effectiveness of
the implementation of these regional strategies and ac-
tion plans" [19].

tarting in 2019, Ukraine has begun the process of

developing regional strategies for the period up to

2027, in which at least one of the strategic devel-
opment goals must be clearly aligned with "smart spe-
cialization" (it must provide innovative development of
industries or economic activities), which will promote
long-term structural changes in the region's economy
and increase its level of competitiveness. According to
the developed methodology, [20] these development pro-
cesses should be as public as possible and involve local
business, free economic zones, the public, and represen-
tatives of local self-government. The criteria for deter-
mining the smart specialization of the region, according
to the methodology, are the following [21]:

+ resources (assets) availability and the region’s ca-
pacity (including financial and natural resources,
production, science, innovation and human re-
sources);

+ potential ability to diversify economy sectors by
developing competitive clusters, intersectoral
ties or other economic activities;

+ the presence or projected ability to achieve a
high concentration of enterprises in the region,
by creating innovative systems of collective effort
based on public-private partnerships, among
others;

+ the region’s place and role in the international
and domestic markets.

As of April 2020, 15 regional development strategies
have been approved in Ukraine, in which the areas of their
specialization have been identified. Their detailed analysis
has showed that most regions, while choosing the areas of
their specialization, were mainly guided by traditional spe-
cialization, sometimes adding 1-2 related areas (7bl. 2).
This is not surprising, because the first smart strategies in
Europe were also developed in this way.

A comparative assessment of the priority areas of
smart specialization in the EU and Ukraine regions by
groups of regions with similar economic structure has
not shown a clear correspondence.
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CONCLUSIONS

The conducted research and comparative analysis
of European practices of the regional development strat-
egy helps to form conclusions and generalizations that
are important in the Ukrainian context, namely:

« Each country goes its own way, there is no uni-
versal "recipe” for strategizing at all, just as there are no
universal methods for choosing smart specialization
(usually a combination of methods is used to get the most
complete picture of the existing innovation potential).
The strategy of strategizing is unified, but it seems that
not all the regions clearly adhere to all the steps of RIS
3; still, the vast majority uses the methodological frame-
work of RIS 3 (which is typical for Ukraine).

+ All the regions/countries analyzed have devel-
oped national/regional research or innovation strategies
of smart-specialization, as, on the one hand, it gives guar-
anteed access to European investment funds and state
support (through funding various regional development
programs) areas of specialization; on the other, it is an
opportunity for the reagions to become leaders / or play-
ers in certain fields of knowledge or markets, and there-
fore to gain advantage in value-added production chains.

+ The European practice of prioritizing regional
specialization has confirmed the key feature of smart spe-
cialization, which is the ability to reasonably link the exist-
ing knowledge/innovation with market potential, because
knowledge does not always provide an economic effect that
will inevitably lead to increased added value in the region.
Although, the opposite is obvious, i.e., goods/products/ser-
vices with a low share of innovation are not competitive.
Therefore (and this is clear from the study), the smart-spe-
cialization of the region is chosen on the border of several
industries / technologies or knowledge (Agri-food sector
and biotechnology; engineering and instrument manufac-
ture, etc.), which complement each other.

+ There are countries / regions that already have
3-4 innovative smart specialization strategies (for ex-
ample, the Czech Republic), the results of which (as well
as areas of specialization) are a logical continuation of
the previous ones. However, it is clear that in the initial
stages (after joining the EU) everyone focused on the
traditional specialization of the region, and over time
(having mastered the funds of various European funds,
especially it concerns Polish regions) they: a) partially
left the old directions and added 1-2 new ones (related
or strategically important for the future); b) created at-
tractive conditions and watched what companies came
to the market and created corresponding areas of spe-
cialization; c¢) looked (all of them), where and in which
sectors science-innovation-know-how thrive and "pulled
them up". A key feature for most regions is that R&D and
innovation spending should increase in the industry;
d) it is obvious that "wise" countries (especially those who
are interested in technology and engineering) develop
related industries, creating production chains with high
added value.
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Table 2

Examples of strategizing individual regions of Ukraine

Region The economy structure Smart-specialization
Manufacturing - 23.4%; « Processing industry (machinery and instrument
mining industry - 5.8%; manufacture), textile;
wholesale and retail trade - 12.8%; « bioeconomics (woodworking, furniture produc-
construction - 5.9%; tion, printing, food industry, bioenergy);

Lviv agriculture - 9.5%; « creative industries (IT, activities in the field of
research - 4.3%; creativity and art, production of video products
transport and communication - 13.5%; and advertising materials, provision of information
real estate transactions — 4.8%; services);
services — 20% + MORS (medical tourism, pharmacy, health care
Manufacturing - 33.2%; . . . o

o 9 ) « Production of innovative food products with im-
mining industry - 0.2%; s .
5 proved consumer qualities (functional food);
wholesale and retail trade - 13.1%; . . . .
. «innovative products for construction, design and
construction - 8.1%; evervday life:
Kyiv agriculture - 12.8%; srydayire; '
« bioactive substances and pharmaceuticals for hu-
research - 2.2%;
L man health;
transport and communication - 8.7%j; . .
) - development of energy efficient solutions based
real estate transactions — 4.2%; on alternative enerav sources
services / other - 17.5% 9y
Manufacturing - 29.1%; Power endineerin:
mining industry - 10.4%; ng 9 .
) « production of armored vehicles;
wholesale and retail trade —9.3%; . .
. - manufacture in the aviation industry;
construction - 5%; ) . .
. . - creation and production of new materials;
Kharkiv agriculture - 10.6%; . .
« biopharmaceuticals;
research - 3.7%; . .
- « information technology;
transport and communication -10.8%; creative industry (except information technology);
real estate transactions — 4.1%; 2010-Drocessin y P i
services / other - 17% gro-p 9
Manufacturing - 24.3%;
mining industry — 0.1%; + Knowledge-based economy;
wholesale and retail trade -9.7%; « information and communication technologies;
construction - 2.3%; - digital transformation (including artificial intelli-

Kherson agriculture - 32.4%; gence, Internet of Things, modeling, visualization);
research - 4.6%; « biotechnology, biopharmacy, biomedicine;
transport and communication - 6%; » modern materials, engineering;
real estate transactions - 4.3%; * Smart energy
services / other - 16.3%

Source: made up using [17].

+ The following conclusion follows from the study
and agrees well with the previous one: in determining the
region's specialization, the majority of countries focus ei-
ther on the region's opportunities / technologies or on
innovative products / services / goods for a well-defined
market niche (e.g. South Moravian Region,, the North-
Western part of Romania).

o For Ukraine,it is hardly possible to precisely bor-
row the experience of the regional development strategy,
as we are all different (both economies and opportuni-
ties (financial, resource, innovation...), but some aspects
of regional development planning on the basis of smart-
specialization should be as close to the original ones as
posible), and it is now happening, from the methodology
and to the justification of specialization area ). It should
be noted that most of the approved domestic regional de-
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velopment strategies until 2027 are written in such a way
that smart directions resonate with the traditional speci-
fication of the region. And this is not surprising, because
as European practice shows, their first smart-strategies
were also developed in this style. u
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