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Abstract 

The given paper provides preliminary findings obtained in the ongoing work within the 

interdisciplinary research project focused on studying regional innovation policies and ‘smart 

specialization’ agendas for Swedish and Ukrainian regions. 

 

The discussion on the EU-Ukraine cooperation in the field of innovations has obtained particular 

actuality and importance with the introduction of ‘Europe-2020’ agenda for ‘smart, sustainable and 

inclusive growth’ and elaboration of mechanisms for implementing the Horizon 2020 initiatives in 

the EU’s neighborhood. Given the recent developments in the process of European integration of 

Ukraine as well as further application of the European Neighborhood Instrument prioritizing 

bottom-up growth, boosting of entrepreneurship, strengthening social engagement, deeper economic 

integration and multi-level cooperation, the building of innovation strategies and their realization 

could play a favorable role in the process of Europeanizing Ukrainian regional policies and 

fostering reformation of the regional governance system.  

 

However, whatever all-EU objectives are emphasized, the cases of the Baltic Rim states such as 

Sweden, as well as the members of the ‘younger’ EU family neighboring Ukraine, suggest that 

expected outcomes of the innovative policies’ implementation largely depend on the issues of 

interpretation of the innovation policies’ concepts which are generated in different conditions of the 

states’ economic and political development. 
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Introduction 

 

The regional level of governance has been extensively transformed in Europe within the last decades of 

political and economic shifts mainly bound up with the process of further integration in the EU. It 

coincided with the promotion of building effective regional policies favorable to meeting the EU’s 

objectives of fostering ‘smart, sustainable and inclusive’ growth, which M. Lindh and L. Miles have 

revealed as representing possibilities for new forms of ‘fusing regions’ with the EU (Lindh, Miles 2011). 

Moreover, the promotion of new forms of effective regional policies has assumed an even greater 

prominence with the launch of the EU’s ‘Europe 2020’ program in 2010, the EU Innovation Union (2010) 

and the new Structural Fund perspective for 2014-2020 that have prioritized innovation as a key to 

regional growth (European Commission 2010; 2011).  

For many regions, fostering of the regional innovation policies aimed at increasing capacity of regional 

economies to change and innovate and supporting regions and cities to become key spatial units, where 

knowledge is transferred, innovation systems are built and competition to attract investments and talents 

takes place, implies important structural reforms, the introduction of strategic novelties and innovations. 

In terms of ‘smart’ development this also means greater awareness of the EU ‘smart specialization’ 

agendas that have implications for newer members of the EU family from Central and Eastern Europe and 

key neighbor states such as Ukraine. The Union, for example, has expanded its dialogue with Ukraine as 

part of the EU Neighborhood Policy strategies and a constituent component of the ongoing 

communication with Ukraine. This has raised the issue of further state transformations and reforms since 

the new neighborhood instruments place a priority, not just on trade and strengthening of economic 

stability, but also on possibilities for increased innovation and entrepreneurship as well (European Union 

2014). 

 

The overall context of strengthening competitive abilities, as well as achieving prosperity and balanced 

growth in the EU’s neighborhood is promoted by European Commission as conducive for introducing 

regional innovation policies outside the Union. However, given that many of the EU’s border regions 

suffer from varying degrees of political and economic instability, and in the case of Ukraine, even 

political and economic crisis, followed by military conflict, further academic investigations are essential 

in order to consider the degree to which EU policy performance in promoting innovation is conditional 

upon having stable regional political and economic spaces capable of  providing an effective international 

business environment, in which innovators can operate.  
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Hence, although the expected results of fostering innovation policies alongside broader stakeholder 

involvement in implementing regional growth agendas could be, to considerable extent, formulated by the 

challenges of ‘stable regions’ and their ‘stable’ institutional systems, there is a need to investigate how 

EU innovation policies are interpreted in the border regions. By studying areas, like those in Ukraine, the 

intention is to search for new perspectives relating to how the ‘smart’ growth policies in a complex 

neighborhood environment are seen. 

 

The present paper builds upon key research findings that have been already identified as a part of the 

ongoing research project on regional innovation policies and ‘smart specialization’ agendas for Swedish 

and Ukrainian regions. The research has been conducted at the University of Karlstad and supported by 

the Swedish Institute funding program for young researchers. Based on these finding, the paper explores 

the vision of different ‘paradigms’ through which policy-makers view the future effectiveness and 

ongoing priorities of the EU, and their translation into practice via regional innovation policies towards 

‘smart’ growth. Among them, various key ‘logics’ such as infrastructure development, building 

institutional capacity and Europeanization appear to play important roles, by additionally influence the 

ability to secure and promote innovations. These aspects have major resonance in how non-member states 

like Ukraine interpret the translation of EU innovation support within their own national and regional 

contexts.  

 

This study is one of the first to open discussion on how the innovation policies are articulated through the 

mentioned ‘logics’ or ‘paradigms’, and help regional actors make key choices in relation to responding to 

‘smart’ growth objectives in the context of their respective regions, in particular, with the relevance to 

‘smart specialization’ and its interpretation as a concept and perception as a policy tool by the 

governments operating in the EU neighbor states.  

 

Analysis of available academic literature related to the idea of investigation reveals well-elaborated 

theoretical perspectives and empirical base for coherent study on innovation and economic development. 

The range of the sources provides fundamental background for thorough research look at economic 

development and entrepreneurship (Schumpeter 1934; Abouzeedan 2003; Acs 2010, Cantillon 2010), 

‘discovery’ and ‘gap-filling’ functions of the economy (Leibenstein 1968), the role of structural changes 

in economic development process (Lewis 1954), as well as regional resilience to various kinds of 

challenges (Christopherson, Michie, Tyler 2010; Bristow 2010; Wolfe 2010). Furthermore, extensive 

research work has been devoted to the issues of building core capacities of sub-national units to sustain 

them and learn to adapt (Hudson 2010; Archibugi and Lundvall 2001) through the efficient regional 
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governance systems’ functioning (Pendall et al. 2010). Nonetheless, majority of the reviewed works 

highlight peculiarities in providing innovations in developed and relatively stable market economies.  

 

Quite few of the international investigations focus on innovations in transition countries with 

comparatively uncertain and unfavorable political conditions and could be applied to the context of the 

Europe 2020 agenda on ‘smart’ policies. However, to mention some of them, D. Smallbone and  

F. Welter, representing Kingston and Siegen Universities together with Jönkoping International Business 

School, identify some entrepreneurship concepts in the transition context (Smallbone and Welter 2006); 

S. Bradley, J. McMullen, K. Artz and E. Simiyu examine the capacities of several US and African 

universities’ business schools, and elaborate the study of innovation in developing economies related 

mainly to social entrepreneurship and economic growth (Bradley, McMullen, Artz and Simiyu 2012). In 

addition, N. Ermasova and S. Ermasov (Saratov and Governors State University, Russia) evaluate the 

policy risks for innovation activity in Russia (Ermasova, Ermasov 2013).  

 

R. Martin investigates entrepreneurship potential in post-socialist countries in view of various national 

business systems in Central and Eastern Europe (Martin 1999). M. Solesvik’s study provided at the Oslo 

University’s Centre for Technology, Innovation and Culture is among the very few international 

exploratory studies on development of efficient entrepreneurship competences in Ukraine, applying in 

this particular case analysis of female entrepreneurs’ activities (Solesvik 2012). There are thus significant 

opportunities for new contributions to knowledge given the limited nature of the existing work in this 

field. 

 

The issues of entrepreneurial culture development in connection to regional innovativeness and economic 

growth (Beugelsdijk 2007), as well as the aspects of vulnerability and resilience as impact factors in 

potential introduction and development of innovation in certain regions are also included in high 

academic debate – not least in the context of recent economic crisis, which has shaken the regional 

development level (Simmie and Martin 2010; Hudson 2010; Clark, Huang and Walsh 2010), but also in 

other perspectives including ecological, disaster, immigration and employment aspects elaborated within 

the ‘recovery paradigm’, leaving, however, a large academic field for discussing ‘smart’ policies in 

complex. 
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The ‘logics’ of ‘smartness’ in the EU context: increasing innovations towards competitive growth 

 

The European Commission identifies ‘smartness’ as one of key drivers for growth, encompassing 

fostering knowledge, innovation, education and digital society (European Commission 2010). When 

applied to regional innovation policies, ‘smartness’ appears to become the ability of subnational place-

based entities to concentrate their resources on a few key specific ‘points of strengths’ thus enhancing the 

core capacities of regional economies, which is in fact revealing the principle of ‘smart specialization’ as 

an innovative policy approach  that is addressing the issue of prioritization in the R&D and innovation for 

countries and regions which are not leaders in any of the major science or technology domains and need 

to increase knowledge investments, public and private innovation-related activities. For such regions it is 

a better alternative to a policy that spreads investment across several frontier technology research fields 

and does not make much of an impact in any one area (European Commission 2012). 

 

The application of the ‘smartness’ concept to sustainable regional development entered the EU political 

turnover at the dawn of exit from the global financial crisis of 2008, in view of attaining the ambitious 

purpose set by European Commission to increase efficiency of European investment in research, 

innovation and entrepreneurship thus ensuring more effective use of public funds. Such concept does not 

currently have its replica in Ukrainian political discourse. However, the aspects of innovation-focused 

policy and fields of its potential introduction within the regional development in Ukraine could be 

obviously traced in actions of the government. In Ukrainian case it is while being quite closely to the EU 

context ‘interpreted’ in terms of defining the regions’ ‘points of growth’, efficient use of regional 

potentials and sector diversification, in the overall discourse on power decentralization (Verkhovna Rada 

of Ukraine 2009).   

  

In its Strategy for Smart, Sustainable and Inclusive Growth (‘Europe 2020’) European Commission 

advocates improving of EU’s capabilities to sustain negative impact of global economic pressure within 

the Union and its neighborhood through ‘smart’ growth and development:  

 

‘Economic realities are moving faster than political realities, as we have seen with the global impact 

of the financial crisis. We need to accept that the increased economic interdependence demands also 

a more determined and coherent response at the political level’,  

 

‘It [Strategy] can also offer considerable potential to candidate countries and our neighborhood and 

better help anchor their own reform efforts. Expanding the area where EU rules are applied, will 

create new opportunities for both the EU and its neighbors’ (European Commission 2010). 
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Aimed at increasing the recovery capabilities of the Union, the EU’s regional innovative policies are 

addressing the issue of prioritization in the R&D and innovation for countries and regions which are not 

leaders in any of the major science or technology domains and which need to increase knowledge 

investments, public and private innovation-related activities. In this view, the ‘smart specialization’ as a 

specific innovation policy tool provides for them a better alternative to a policy that spreads investment 

across several frontier technology research fields (e.g. some in biotechnology, some in information 

technology, in nanotechnology etc.), and not making much of an impact in any one single area (Foray, 

David and Hall 2009: 1-3). 

 

The EU ‘logic’ of ‘smart specialization’ relies upon the principles of spatial distribution of the results of 

innovations among the regions, which are differentiated as ‘leader’ regions that can invest, for instance, in 

general purpose technologies (GPT), and ‘follower’ regions that can invest in the co-inventions or 

applications for GPRs, thus helping sustain the risk of outlet of the regional resources. This principle 

presupposes a prospective for growth for all regions and entities. However, ‘smart specialization’ appears 

to foster the competition for excellence among EU member states, regions, industrial and economic 

clusters. With that, its focusing on the areas of strength may lead to building the world level excellence 

through, for instance, cooperation with other regions and clusters and disseminating the skills in value 

chain (European Commission 2012; Foray, David and Hall 2009: 3). 

 

In the EU framework for the implication of ‘smart’ strategies to the regional growth a special place is also 

provided for strengthening of the single market. The recent years have shown certain signs of 

disillusionment regarding the single market deepened with crisis, as well as temptations towards market 

disintegration. From this viewpoint, ‘smart specialization’ is seen as operational instrument to strengthen 

coherence among the entities of different kind throughout EU by discovering new linkages, 

interdependences and mutual competitive benefits from place-based specialized cooperation. Herewith, 

the small and medium enterprises (SMEs) could get more potential for creation of well-connected 

markets and stimulating competition and consumer inclusiveness through innovative services and 

production.  

 

‘Smart specialization’ at the EU level does not call for top-down specialization in certain sectors of 

industrial policy, thus, it does not also presuppose any plan of its exercise in the field of production. As a 

core driving force of the ‘smart specialization’ functioning is a suggested ‘entrepreneurial discovery’ that 

helps highlighting the country’s or region’s greatest potential in terms of science and technology in 

general. Thus, it includes a constant process of learning which should lead to discovering specific 



7 

 

research and innovation areas in which any place-based entity could potentially build or develop 

background for growth. In this process entrepreneurial actors are seen to be the reliable agents to identify 

the ‘good’ domains for specialization and deliver the essential knowledge on the local needs, skills, 

conditions, materials, etc. In this process public policy makers are presupposed to have a role of support 

providers for engagement of local entrepreneurs in selecting the areas for specialization as well as 

assisting them in forming interconnections and common knowledge to foster the discovery process  

(European Commission 2012). They should also secure evaluation of the specialization effectiveness, 

support responses to the knowledge needs of traditional industries by introducing production innovations.  

 

Quite expectedly the policy intervention aimed at deploying ‘smart specialization’ in the regional 

development realm does not correspond to the traditional strategy for innovation consisting of horizontal 

measures and neutral policy aimed at improving general framework conditions and capabilities. Instead, it 

is concentrated on favoring certain choices of technologies, fields or sub-systems. The key delivery 

mechanisms for achieving the smart growth priorities at the national and regional levels are the EU 

Cohesion policy and its Structural funds, European Investment Bank and European Investment Fund. 

 

Swedish successful ‘smart’ experience as a possible pattern for Ukraine 

Among the most favorable exploratory spaces for studying examples of effective application of the 

innovation strategies for growth in the EU neighborhood, are the Nordic and the Baltic states. Particularly 

in the Baltic Rim, Sweden became a unique place to study innovative and smart patterns for regional 

systems. To occupy leadership positions in introducing innovations for sub-national development, in the 

above-national EU policy-making process Swedish regions took over qualitative transformations in 

approaches to regional development. From the research perspective, experience of Sweden being gained 

in implementing innovations in developing regional potentials is considered as an effective one for its 

scientific analysis in view of regional innovation strategies (European Commission 2012).  

 

Indicative experience of the region North Middle Sweden belonging to NUTS2 of the European 

Commission classification (basic regions for the application of regional policies) adds value to study of 

‘smart specialization’ initiatives and development of innovative regional potentials not only in the Baltic 

Sea Region states, but also in bordering non-EU countries. In North Middle Sweden region one of 

supporters to these platforms – European Regional Development Fund (ERDF) – and its Program 

considerably fostered development of innovation platforms in the three counties of Dalarna, Gävleborg 

and Värmland, which are distinctive in several investigation  measurements: as those demonstrating 

successful cases of revealing the potential ‘points’ of growth, expanding the cross-regional cooperation 

and increasing the policy framework capacities for broader stakeholder involvement. 
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Dalarna has, for instance, contributed to the regional dialogue where tourism was highlighted as an 

innovative industry. It is also a known learning region developing in a close collaboration with its 

Norwegian neighbors, providing multilevel governance work for local, regional and national actors 

concerning skill supply, regulations, infrastructure, and a cluster destination with boosting innovations for 

small and medium-size enterprises in tourism sector (Region Dalarna 2013).  

 

Gävleborg has, in its turn, a long tradition of nurturing and sustaining world-leading advanced 

manufacturing industries. These include steel and paper industries, which continuously evolve their state-

of-the-art advanced manufacturing processes to deliver the highest quality products possible. Gävleborg’s 

diverse steel industry consists of metal giants, such as Sandvik in Sandviken and Ovaco in Hofors, 

hundreds of small to medium suppliers and subcontractors, and support organizations, such as Triple 

Steelix which works with the entire steel industry and its supply chain to support the research and 

development of successful products and services (Region Gävleborg 2013). Specialization particularities 

of Gävleborg have long been recognized for their natural and industrial resources. Rich in coal and other 

minerals, the region developed rapidly as a center for mining and steel production, as well as machine 

manufacturing.  

 

The innovation strategy and specialization plan for Värmland has been built on its abundant natural 

resources. At the industry peak there were no less than fifty paper-mills in Värmland. Värmland has thus 

had an industrial cluster in pulp and paper for over a hundred years. Due to this long tradition Värmland 

is today a global centre for manufacturing of pulp and paper machines and has an Information 

Communication Technology (ICT) sector with a specialisation in control systems for the forestry industry 

(Region Värmland 2013). There has also been a growth in number of industrial research institutions 

(some of them being side-companies from the Karlstad University). 

 

The ‘logics’ of ‘smart’ growth for Ukraine: structural reformation and institutional development in 

the context of Europeanization 

As mentioned above, the introduction of greater emphasis on innovative approach to sustainable regional 

development by the EU took place at the very time that the EU was grappling with the aftermath of the 

recent financial and euro crises and has thus built a significant rationale for elaboration of the issues 

related to regional innovation policies. Such emphasis has got a particular stance in the political turnover 

of the EU neighbor states. Yet, we have no current replica in Ukrainian political discourse regarding 

concepts of innovation policies, although aspects and degrees of participation in regional development 

policy in Ukraine could be obviously traced back to the activities of the government, where issues of 
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governmental adaptation to meet the needs of innovation-focused regional development, scientific-

technological potential, concentration of financial resources and issues of economic development come to 

the fore.  

 

Such issues are outlined in the official documents on the Ukraine’s national economy strategic 

transformation, including aspirations to eliminate regional disparities (Verkhovna Rada of Ukraine 2009;  

the Cabinet of Ministers of Ukraine 2006; 2009; 2014b; the Concept of the State Regional Policy of 

Ukraine 2001). These documents often focus on solving the complex social-economic problems caused 

by structural backwardness of economic system. Furthermore, they are regarded as defining the existing 

possibilities for solving regional disparities by applying the R&D-focused policies.  

 

Implementing innovation policies as part of actual Ukrainian economic and political practice is so far at 

an early stage and is mostly considered from the perspective of Europeanization and neighborhood states’ 

policies. The agenda towards innovative growth at the national and sub-national levels are barely being 

elaborated and called into action. Consequently, there is considerable room for further analysis of the 

policies’ application that promote innovative growth in Ukrainian regions currently suffering from the 

effects of acute crisis, and being badly affected by unstable conditions.  

 

In the context of further engagement in the implementation of ‘Europe 2020’ agenda, the Strategy for 

Innovative Growth for Ukraine 2010-2020 in the Conditions of Global Challenges, introduced by the 

Government, plays an important role as one of the few elaborated instruments for solving complex social-

economic problems caused by structural backwardness of Ukrainian economy that is already 

acknowledged as technologically weak and the one suffering from a ‘soviet legacy’. Indeed, the Strategy 

recognizes that an already ineffective entrepreneurial system is under pressure from demands for active 

neoliberal reforms. It is argued that introduction of innovations and R&D in Ukraine, that is considered to 

be almost impossible in the current state of play, could attain the appropriate level of competitiveness at 

international arena if it is combined with reforms promoting greater effectiveness of national innovation 

system. For this purpose, further elaboration of Ukraine’s innovation-investment economic model 

baselines is crucial for the future (Verkhovna Rada of Ukraine 2009: 154-170).  

 

The quantity of innovations, for example, undertaken by Ukrainian enterprises decreases yearly and for 

2010 consisted the 12-14% that is 3-4 times less than in innovative economies. Research intensity of the 

production was 0.3%, lagging far behind the global leaders. Furthermore, about 30% of investments in 

innovations were spent on simple purchase of equipment, leaving limited resources for buying and 

creating new intellectual property or research and development work, and more than half of enterprises 



10 

 

have provided no research development at all (Verkhovna Rada of Ukraine 2009: 162-165). In the global 

innovation survey, Ukraine ranks in 63
rd

 place (between TFYR of Macedonia and Serbia), lagging behind 

the Russian Federation, Belarus, Moldova, Poland, Bulgaria and other states (Global Innovation Index 

2014). The number of innovation in Sweden is 3 times (and 2 times for Norway and the UK) more than 

that of Ukraine.  

 

In line with the agenda for innovative development, outlined in the Strategy for Innovative Growth, the 

Cabinet of Ministers of Ukraine has introduced the new Strategy for Regional Development 2020 

approved by the Government (The Cabinet of Ministers of Ukraine 2014b). Together with the actual 

critical issues of regional disparities and need for a new complex program measures on the state level for 

addressing them, it also pays specific attention to the influence of current instability on regional 

development that has substantial contemporary policy relevance.  

 

Decreasing territorial differentiation in the market transformation process  

In Ukraine the need for fostering sustainability and economic growth of the regions based on active social 

state policy and democratization of all the aspects of public life, which calls up the EU context of ‘smart 

specialization’, is weakly bound with the crisis and is strongly related to the never resolved problems of 

regional disparities and transformation of the national economy in the post-soviet stage of development. 

The Concept of the State Regional Policy of 2001 stated that due to the different rates in providing 

reforms in the regions, changes in economic systems and ownership structure within them, the territorial 

differentiation among the levels of economic development and possibilities for social security in Ukraine 

has led to significant negative consequences (The Concept of State Regional Policy of Ukraine 2001).  

 

The Concept called for stimulation of involvement of the local governments and population in regional 

development process based on the full and effective use of the ecologic, economic, labor, scientific and 

other potentials of the regions, combined with systemic and coherent state policy in this field. 

Unfortunately, the goal of providing conditions for dynamic and balanced social-economic development 

of Ukrainian regions which should improve the living standards and deepen the process of market 

transformation based on efficient use the regional potentials and raised effectiveness of governance, was 

far from being fully attained.  

 

However, effective evaluation of the regional potentials was paid a due attention then, together with the 

necessity to approximate the legislation of Ukraine in the sphere of regional policy to the norms and 

standards of European Union, as well as to develop trans-border cooperation as a tool for solving regional 

development problems. There also was a call for providing structural reforms of economy on the 
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innovative basis, taking into consideration peculiarities of the regions’ potentials. The complex measures 

should thus have led to the stage-by-stage decrease in territorial differentiation in development of the 

regions and social security for the citizens. Important role was given to the broad development of 

entrepreneurship as a main factor of state growth, employment and filling local budgets. With that, the 

problem of improving economic integration among the regions, based on advantages of territorial division 

and labor cooperation, seen as a factor for increasing competitiveness of the state on international 

markets, was not addressed.  

 

The idea of stimulating creation of industrial-financial groups (FPG), introduced with the Concept, has 

resulted in the growth of concentrating regional resources in private ownership of regional leaders 

mastering the biggest manufacture enterprises and governing the main financial flows in the regions and 

consequently in the country, providing protection of the financial-industrial groups’ interests on the 

highest state level through deputing or other mandates.  With that, the sectors of economy involving huge 

FPGs, owing incredible concentration of financial resources and relatively high level of competitiveness 

on international markets, became the first ones to deploy the introduction of innovative technologies and 

increase of the regions’ investment attractiveness. This in particular affected ‘depressive territories’ of 

highly specialized regions, such as hard manufacture areas known for huge production capacities at the 

times of Soviet Union.  

 

It should be noted that implication of innovation policies in the EU states is based on the ‘tried and tested 

social market economy’ (European Commission 2010), which barely exists in Ukraine for the moment. 

The Concept of State Regional Policy 2001 mentioned providing financial possibilities of the local 

governments to overcome disproportions in regional development taking into consideration their 

peculiarities and adaptation to the market economy. Now there is still the need for structural reformation 

towards functioning market economy from the planned one. In this view the principle of ‘budget 

unitarism combined with the elements of budget decentralization’ (The Concept of State Regional Policy 

of Ukraine 2001), which is still adhered, is seen as a component of market transformation process in 

Ukraine. 

 

The Concept has first called for specific measures to improve the effectiveness of state regional policy in 

view of integration of Ukraine to international economic environment. In particular, the central and local 

governments should have focused on decentralization and de-concentration of the executive power as 

well as formation of regional infrastructure for support and development of entrepreneurship, providing 

favorable credit-financial, innovation, tax, information and other conditions for its growth. Among the 

measures, formation of the regional development agencies network was in the focus. Further implication 
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of this particular issue has demonstrated discrepancy between the officially introduced goals of the policy 

and the actual outcomes of its realization in the conditions of inadequate legislation base for its providing. 

The agencies of regional development became another sad example of how the principle ‘elaborated – 

accepted – forgot’ is applied in the state policy for regional development (Vodychka 2012). For some tens 

of agencies started working in the first years after the Concept’s approval all of them demonstrated 

fragmented activities and lack of cooperation with the state.  

 

The new law on the state regional policy basis, introduced in 2010, defined regional development 

agencies as non-profit organizations created for cooperation between the state, private and public sectors. 

Thus, it is obvious that their role in the state perspective is not clearly defined, which consequently leads 

to their declarative (imitative) functioning. In fact, the agencies are frequently the registered research 

organizations, ecological or human rights-related entities, etc. It is quite expected in the conditions of 

inability of state to finance regional development projects and attract investment in realization of the 

regional potential. As a result, many regional development agencies come to false activities aimed at 

attracting grants for the development projects which go to the private pockets of the agencies’ ‘founders’, 

being poorly covered by Ukrainian legislation (Vodychka 2012). 

 

Transformations towards sustainable development in view of the global challenges 

In view of provisional transferring the ideas of ‘smart’ growth to the Ukrainian political realm the 

‘Strategy for Innovative Growth of Ukraine 2010-2020 in the Conditions of Global Challenges’, 

introduced in 2009, plays an important role. The Strategy is elaborated as an instrument focused on 

solving the complex social-economic problems caused by structural backwardness of Ukrainian economy. 

In particular, it is acknowledged that technologically weak state economy, obtained as a soviet legacy 

together with ineffective entrepreneurial system formed under pressure of the active external neoliberal 

reforms, makes the introduction of innovations and R&D in Ukraine almost impossible (Verkhovna Rada 

of Ukraine 2009). Thus, attaining the appropriate level of competitiveness at international arena combined 

with the social growth and effectiveness of the national innovative system should be delivered with the 

development of state economy for which defining of the innovative-investment economic model baselines 

is crucial and highly required.  

 

In view of the current economic-political challenges of globalization, it is acknowledged by the 

government that structural deformity of Ukrainian economy, coupled with the domination of the sectors 

and entities with low technological capacity, is inhibiting its efficient innovative development. As far as 

such deformity is entailing production of goods with the low level of value added, it is inherently little 

susceptible to innovations and modern scientific inventions.  
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According to the expert evaluations, operation of the third technological order that is in fact dominating in 

Ukrainian economy favors prioritization of the main sectors of production such as steel and mining 

sector, railway transportation and inorganic chemistry, and in spite of the need for strong focus on 

economic growth based on innovations in all sectors, some of sectors need more intensive efforts to be 

put for innovations and R&D, in particular, agriculture, light industry and pharmacy (Cabinet of Ministers 

of Ukraine 2009).       

 

For Ukraine, as well as for European Union states, the need for strategic state changes towards innovative 

and knowledge-based economy is being also formed as a necessary response to the societal challenges, 

such as uncontested necessity for sustainable development and worsening of demographic situation 

(Verkhovna Rada of Ukraine 2009: 154-155). Solutions for these challenges in Ukraine are seen to be 

based only on new knowledge, high technologies and socially-oriented innovations. One of the state 

objectives in this view is to gain the pivotal growth of influence of the national innovative system on the 

economic and social development through improving sustainability of the economy to the external 

pressure caused by globalization and neo-liberalization of economic sphere.  The influence of innovations 

on the economic growth should rise during the programming period set by the government in the Strategy 

until 2020 in 1.5-2 times. To this end, it is planned to provide structural reformation of the economy (first 

of all, industry), overcome the critical disparity in the economic development among the regions and 

restore the social trust to the state and power.  

 

The innovation-based model of economy with natural investment attraction, which should be constructed 

in accordance with the needs of innovative growth, is expected to raise the competitiveness of Ukraine in 

the scale of the global markets and should be provided by up-building of the high-level added value 

export goods in the general export volume. Furthermore, certain sectors of economy are defined as being 

capable to ‘soften’ the critical dependence of Ukraine from import, which excessive rates cause the 

enormous ‘washout’ of the economic resources in favor of exporter states to Ukraine, thus making 

impossible creation of new jobs and fostering innovative development in such sectors of economy as 

agriculture and food supply, light production, pharmaceutical industry, high- and medium-tech consumer 

production that are defined as the most potential domains for effective introduction of innovations. 

 

In view of the inquiry for appropriate regional governance that could meet the demands of the innovation-

oriented growth, the regional policy is seen to be focused on radical reduction of resource consumption 

and energy intensity of economies. Moreover, in view of the fact that innovative activities in Ukraine 

have not yet transformed in compliance with the market rules and are mostly oriented on producing new 
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knowledge and technologies which are frequently independent and irrespective of the consumer inquiries 

and thus insufficiently involve consumers in the formation of innovative economy, the innovative 

programs would focus on increasing commercialization of scientific and research results, promoting their 

implication and effectiveness.  

 

The ‘smartness’ of introducing innovations being interpreted for Ukraine also appears to to consist in 

changing the direction of innovative process from traditional one (from ‘science’ to ‘introducing 

innovations’) to the reverse one. This could promote the increase of problem-oriented relevance of the 

state scientific-technological and innovative potential, as well as concentration of financial resources in 

those development domains of economy which allocate actual potential for innovative growth. According 

to the recent statements of the government, this should contribute to more precise defining of the existing 

possibilities for solving the disparities problems with the help of research, as well as specifying the issues, 

for which the new knowledge and technological innovations, including those brought from the outside, 

are needed (Verkhovna Rada of Ukraine 2009: 156-162).      

 

In line with the agenda for innovative development, outlined in the Strategy for Innovative Growth 2020, 

the Cabinet of Ministers of Ukraine has introduced the new ‘Strategy for Regional Development 2020’ 

approved by the government in August 2014. Together with the acute issues of regional disparities and 

need for a new complex program measures on the state level to overcome them, specific attention is paid 

to the influence of changes caused by external and internal factors of instability challenging the balanced 

regional development: 

 

‘The events, which are taking place from the beginning of 2014 at the Crimean peninsula and south-

east regions’ territory, are the result of miscalculations and failures of the state interior and foreign 

policies, including the regional development policy.  

 

The backward technologic base and mono-functionality of the industries in Donetsk and Lugansk 

regions, the raw-oriented export from these regions to the Russian market conserve the inefficient 

structure of economy and dependence on the foreign markets, especially on energy resources… 

Policies of the local governments have led to closing the regional economies and their actual 

integration to the Russian market… While the regional centers develop, the small and abandoned 

mine villages fall down, promoting favorable conditions for social stratification in terms of salaries, 

unemployment and thus providing the ground for separatism’ (The Cabinet of Ministers of Ukraine 

2014). 
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Set by the government, the further measures are intended to combine sector diversification with the 

integration approach to the regional policy in Ukraine. In the sector activity it is aimed to increase 

competitiveness of the regions through optimization and diversification of the economy structure, 

providing effective specialization of the regions with priority use of their internal resource potentials, 

whereas in the territorial (spatial) measurement it is focused on gaining the balanced territorial 

development, growth of inter-regional cooperation, eliminating social-economic disproportions through 

forming the ‘the points of growth’, activation of the local economic initiative, improving the rural areas 

potential, providing social-economic coherence and parity in regional development. Consequently, the 

managerial field should be intended to apply the complex approaches to the forming and realization of 

policy towards regional development, establishing the common system of strategic planning and 

prognosticating the development of regions and the state, as well as optimization of territorial power 

organization. 

 

The raise of the regions’ competitiveness, as well as territorial and social-economic integration, include 

developments in the field of innovations providing in transport and infrastructure, economic growth and 

investment, entrepreneurship and regulatory activities, competitive policies, labor market, science and 

education. All this should be combined with the administrative-territorial reform introduced recently by 

the government and proclaimed to be aimed at decentralization of power in the state and empowerment of 

local public entities. 

 

Among the instruments for the Strategy realization there are regional strategies of development, first 

mentioned in the official state communication on regional policies in Ukraine. Apart from the national 

and regional budgets, the financial framework of the Strategy includes the EU program ‘Support for 

Realization of the Regional Development Policy in Ukraine’, launched in 2013 and allocating 20 million 

Euro budget. Moreover, the European Commission’s program on sector budget support for regional 

development as well as the project ‘Local development, oriented on civil society, stage III’ are worked 

out with the total indicative budget of 73 million Euro (Verkhovna Rada of Ukraine 2009).  

 

Conclusions 

 

The study provided suggests that in the EU context the ‘paradigm’ or ‘logic’ of ‘smart’, innovation-based 

policies strongly rely upon on the increased involvement of regional and local actors in selection of sub-

national policy priorities, as well as profiling of regions, multi-level coordination, development of key 

enabling technologies for supporting eco-innovation, and integration of eco-system services, research and 

innovation into sustainable growth. Such inclusive approach is consistent with the concepts of new 
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regionalism and building of regional innovation systems and transformations, and suggests the need for 

strategies that could be designed for individual regions and involve the actors from science, business and 

politics for their effective interaction for fostering the innovation processes. It has several shortcomings, 

since R&D capacities vary across regions of the Union that potentially leads to situation when some 

regions are able to engage in strongly innovative and creative diversification strategies, while others will 

be better placed to specialize in imitative innovation or may need to focus on less innovative, niche forms 

of production.  

 

All in all, the European agenda on the innovation policies highlights the importance of research and 

innovations development as a driver of economic growth based on high competitiveness as the main 

embodiment of ‘smartness’. The growing skilled labor forces in outer world have preconditioned 

introduction of the purpose to increase the Union’s competitiveness through raising investments in R&D. 

With that, requirement for innovations has raised the contradictory issue of implying the innovation 

policies in European regions, in particular, the question of dramatic impact towards decline of less 

technologically developed (frequently traditional) industries. Moreover, quite generalized R&D focus of 

EU industrial policy is frequently associated with a strong emphasis on large city-regions, where 

research-intensive industries are concentrated and, thus, increasing regional inequality in Europe could 

become another consequence produced in spite of the overall growth context of ‘smart’ (innovation) 

policies. 

 

In Ukrainian case the concept of ‘smart’ growth is mostly related to the framework of structural 

transformations towards operating market economy and growth of national competitiveness, given the 

unresolved challenges of regional disparities and low efficiency of state policies as decelerating factors 

for them. Quite closely to the EU context, it is ‘interpreted’ in terms of defining the regions’ ‘points of 

growth’, efficient use of regional potentials and sector diversification, against the background of overall 

discourse on power decentralization.   

 

Further considerations show that for Ukraine ‘smartness’ in regional policies context appears to consist in 

changing the direction of innovative process from traditional (from ‘science’ to ‘introducing innovations’) 

to the reverse one. The application of innovation policies at the regional level in Ukraine could promote 

increase of relevance between the state scientific-technological potential and concentration of financial 

resources to those development domains of economy which allocate actual potential for innovative 

growth. Moreover, it could entail more precise defining of the existing possibilities for solving regional 

disparities problems with the help of research, as well as specifying the issues, for which the new 

knowledge and technological innovations are needed.  



17 

 

 

The current findings also suggest that there is a need for further investigation of establishing a new 

conceptual framework for explaining innovation policy implementation and performance in unstable 

regions and transition states. One of the potential spaces for such study could be specific relations 

constructed on different levels of regional governance, as well as how their operation affects the 

implementation of regional innovation policy and influences the actions of innovators and entrepreneurs 

in unstable regions. Providing of research work in this field could be notable for Ukraine given that it has 

recently entered a new stage of its relationships with European Union, and taking account that European 

integration is regarded as a strong factor in development of Ukrainian policies. In this perspective 

Ukraine could offer a space for distinctive, highly contemporary empirical study on innovative and ‘smart 

patterns’ for unstable regional systems thus proposing fresh empirical material and valuable data on how 

innovation policies are actually undertaken at the micro level in the transition states.  
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