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CONCEPTUAL FRAMEWORK FOR ORGANIZATIONAL AND ECONOMIC
MECHANISM FORMATION TO INCREASE THE REGION COMPETITIVENESS
WITH THE GLOBALIZATION OF THE WORLD ECONOMIC RELATIONS

To allocate macroeconomic and institutional factors of formation of competitive advantages of the region,
develop the conceptual bases of formation of organizational and economic mechanism of increase of region
competitiveness in the conditions of globalization of the world economy. Macroeconomic and institutional effective
factors of region competitiveness were allocated on the basis of theoretical analysis of competitive advantages of
the region, generalization and systematization of the views of economists. Organizational and economic mechanism
of increase of region competitiveness in the conditions of globalization of the world economy was suggested.
The conceptual bases of formation of organizational and economic mechanism of increase of region
competitiveness in the conditions of globalization of the world economy were improved. These principles take
account of macroeconomic and institutional competitive advantages that will guarantee the integrity of the state
through the sustainable development of all regions of the country. The formation of conceptual bases of formation of
organizational and economic mechanism of increase of region competitiveness is the basic condition for determining
of the instruments of regional economic policy of the government. Raising the level of efficiency of technological and
resource potential of the region as a result, improving the welfare of the population.

Keywords: competitive advantages, region competitiveness, sustainable development of the region, mechanism
of management of region competitiveness, globalization of world economic relations.
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Introduction. The modern stage of world development is characterized by the proliferation of
globalization and regionalization, which, on the one hand contributes to the development of the
competitive processes at all levels of the economic system, and on the other hand transfers centres of
the competition at the regional level and the growing role of the regions in the formation of the
competitive advantages of the country. The region is gradually becoming a relatively independent
economic entity which enters into competitive relations in the inter-regional interactions as well as
international. The phenomenon of asymmetry in the competitive environment and its transformation
under the influence of the global world’s development causes the necessity of the formation of effective
factors of competitive advantages of a particular region for the formation of the mechanism of
management of its competitiveness that will determine the satisfaction of not only regional interests but
of the interests of the whole state.

Brief literature review. The theory of competitive advantages were considered in the days of
A. Smit [11], modern directions of researches have been developed by such foreign scientists as
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B. Asheim [15], |. Begg [16], M. Porter [8; 9], B. Lundvall [20], C. Jensen-Butler [19], B. Gardiner [18],
M. Enright [17] and others. Russian and Ukrainian researchers, especially B. Anderson [1],
L. Antoniuk [2], B. Bezugla [3], P. Bielienkyi [12], E. Briuna [4], Z. Herasymchuk and L. Kovalska [5],
N. Kaliuzhnova [6], A. Selieznov [10] and many others have also devoted their works to the problem of
maintenance of competitive advantages of the country and the region.

Despite the significant contribution of the scientists mentioned above, the existent theoretical and
applied researches of the formation of competitive advantages of regions need to be improved, as well
as the conceptual bases of formation of organizational — economic mechanism of increase of
competitive advantages of the region, which would include accounting, macroeconomic and institutional
formation of effective factors that will ensure the sustainable development of the regions of the country.

In foreign and national scientific practice the competitive advantages of regions and their contributing
factors are widely considered. The researchers prove that investments, innovations and a highly skilled
workforce are the foundation on which the competitive advantages of the regions of the country are
based. They consider that just new forms of organization of social production will ensure sustainable
development of the region.

At the same time, in the works of national researchers not enough attention is paid to the institutional
components of competitive advantages of the region, which in the combination with the macroe conomic
competitive advantages will ensure the formation of the effective organizational and economic
mechanism of increase of region competitiveness, it will determine the implementation of both
economic and public interests, create a friendly environment to the potential implementation of all
participants in the economic process.

Different focus of scientists’ researches as to the identifying of the base and derived the formation of
effective factors of competitive advantages of the region determine the necessity for further researches
in this direction, and also requires justification of organizational and economic mechanism of
management of region competitiveness in the conditions of globalization of world economic relations.

The aim of the article is to explore the competitive advantages that form and develop the
competitiveness of the region, to substantiate the necessity of consideration of the macroeconomic and
institutional factors in the formation of the organizational and economic mechanism of increasing of
region competitiveness in the conditions of globalization of the world economy.

Results. At present Ukraine is in the international competitive environment to which the national
economy was unprepared mainly through the unequal development of the regions of the country, which
in turn determines the competitiveness of domestic products, the irrational structure of industry,
inefficient use of production factors, low home demand, and insufficient motivation to increase
production efficiency.

Many questions remain undecided despite the significant scientific interest to the questions of region
competitiveness. First of all it concerns the determination of the competitive advantages that form and
develop the region competitiveness from the position of influence of macroeconomic and institutional
factors.

The representative of classical political economy A. Smith proved that prosperity of the country,
region depends on the level of the industry development due to division of labour and cooperation based
on the principle of absolute advantage [11, p. 13-14].

The Professor of the Institute For Strategy And Competitiveness at Harvard Business School
M. Porter has proved that wealth of the country is created, not inherited. It does not arise from the
natural resources of the country, its labour potential as representatives of the classical economic theory
claim but it depends on the ability of its industry to innovations and modernization. Competitive
advantages create the wealth of a country (region). To assess regions competitiveness M. Porter has
developed a model of “national competitive advantages”, which is based on the interaction of the main
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(the terms of the demand, the condition of inputs, allied and supporting industries, firms’ strategies) and
additional determinants (government, occurrence) [8, p. 21]. The value of the M. Porter's concept is that
it allows determining the stages of the development of the country (region) and mechanisms to improve
its competitiveness, i.e. it can be used to develop national and regional strategies for economic
development. According to Porter's thought the region can achieve high productivity only if there are
close ties between industrial brunches of the respective companies [8, p. 257-260]. Porter assigns an
important role to the regional factors of competitiveness: “It is paradoxical but long-term competitive
advantages in the global economy are in the local stuff — knowledge, relationships, motivation, that like
distant rivals can't compete” [9, p. 275].

Porter's views has received further development in the research of M. Enright who substantiated the
need for a regional cluster based on competitive advantages due to the historical background of the
development of the regions, business culture, management and education [17, p. 21].

Danish economists B. Lundvall and B. Johnson researched competitive innovative development of
small countries, which is offered to provide through the active introduction of additional innovations and
training (a continuous improvement process skills for the production of a new product of labour) taking
into consideration the consumers’ needs [20, p. 24-40]. Scientists have built the institutional scheme of
the national system of innovation that combines the interaction of participants in the learning process
and the search for new knowledge that is determined by the R&D sector.

Norwegian scientists, the authors of the theory of regional competitiveness B. Asheim and
A. Isaksen consider industrial areas in the regions as a source of innovation where knowledge transfer is
more efficient in direct communication. According to them the basis of the competitive advantages of the
region is their innovative development, which is possible by combining local (regional) and global
(exogenous) knowledge [15, p. 79-86].

In this context the theory of competitiveness of cities deserves special attention. Italian scientist
|. Begg supposes that the main competitive advantage of cities is the productivity and employment, the
efficiency of which is expressed by the achievement of the local population. Moreover, |. Begg thinks that
the main factors of regional competitiveness are changes in the ratio of types of economic activity and
macro view on the region. . Begg considers the main factor of effective competitive advantages of the
region is the efficient use of inputs; living standard of the local population is a characteristic which
indicates the result of regional competitiveness [16, p. 796-802]. English scientist C. Jensen- Butler
refers the following things to the main factors of competitiveness of cities (regions): industry structure,
innovations, the concentration of skilled labour, the class structure, the successful management of
conflicts, availability and the level of public goods, reducing the influence of negative externalities, high
incomes, high levels of employment [19, p. 6-40].

The Cambridge University researchers R. Martin, B. Gardiner, P. Tyler emphasize the importance of
institutional and market structures of the region as factors of increasing its competitiveness and focus on
productivity as a key indicator of the competitiveness of the region [18, p. 1048]. In their model the main
component of efficiency of economic development of the region is the increase in the quality of life of the
population.

In this aspect the views of the Russian scientists-economists are interesting and useful. A. Selieznov
believes that the competitiveness of the region is conditioned by the economic, social, political and other
factors in the position of the region and its individual producers on home and foreign markets, which is
reflected through the indicators that characterize adequately such condition and its dynamics [10, p. 30].
E. Bruina and A. Skopin consider the region's competitiveness as the ability of the regional economy to
ensure the welfare of the population of the region in an open economy. In their opinion the effective
regional economy can ensure the welfare of the population of the region using only qualitative factors of
production, creating an entirely new sector of the information economy and diversifying it [4].
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According to N. Kaliuzhnova available and creating/lemerging competitive resources are the sources of
competitive advantages.

The scholar determines such criteria of competitiveness of the region as economic growth, the
production of competitive goods and the rising standard of living of the population. And the management
of the competitiveness of the region is the maintenance and consolidation of the positions among the
regions of competitors by creating new structural combinations of the use of the resources [6, p. 10-16].

National scientists also pay much attention to identifying the factors of competitive advantages of
regions of the country, despite the rapid growth of competition between them and the irreversible
processes of globalization. In particular, Anderson believes that the competitiveness of the region is
determined, on the one hand, by the fact that the region has competitive industries and segments of the
economy, and on the other hand by the ability of regional authorities to create conditions for enterprises
in the region to enable them to achieve and maintain a competitive advantage in certain industries.
Highly competitive regions should function as “a gateway into the global world” [1]. L. Antoniuk has
directly connected the competitiveness of the region with innovative economy based on the
knowledge [2, p.152]. V. Bezuhla connects the competitiveness of the region with the ability of each
regional system to manage its competitive advantages, rational and effective allocation of productive
forces with the goal of providing sustainable financial and economic situation, to gain maximum benefit,
the satisfaction of objective and subjective needs in terms of autonomy and self-financing in the
framework of current legislation [3, p. 12-16].

P. Bielienkyi identifies the competitiveness of the region with its ability to provide a high standard of
living and the incomes of the capital owners’, and to use effectively the regional economic potential in
the process of production of goods and services [12, p. 13].

Z. Herasymchuk and L. Kovalska consider the competitiveness of the region as the ability to provide
a competitive advantage in the productive use of resources and benefits with the aim of improving
human development without disrupting the economic security of the other regions and the country as a
whole [5, p.39]. O. Liutak believes that the competitiveness of the region should be based on the full use
of all possibilities of cross-border cooperation that would strengthen the overall competitive advantages
of the region in macroeconomic and global scale [7, p. 278-279].

Despite the assessment of the theoretical treatments of the researchers of competitiveness we
consider to make the following conclusions; scientists, foreign and national, are united in the opinion that
the region's competitive advantages arise and increase by investment, technological innovations and
highly qualified employees; scientists prove that at the regional level it is reasonable to develop new
forms of production organization - industrial districts, which will act as indicators of competitiveness of
regions, which, in turn, is a synthesis of the advantages and disadvantages of the four components of
the systems — social, economic, technological-innovation and environmental sector.

In our opinion, the world practice proves that due to the means of a rational economical regional
policy it is possible to provide the high dynamism of development of regions, to form a strong tendency
to turn them into important centres of growth that will compete in the world market at the level of states.
Such a fundamental change of orientation can approve a new system of values and formation of new
trends in the European economic area. However, to achieve such results for economic development and
income growth it is insufficient to supply economic and technical conditions, it is also important to
guarantee macroeconomic and institutional environment — the set of fundamental political, legal and
social rules and norms, where economic and technical advantages will be used.

The establishment of the effective macroeconomic and institutional environment will contribute to the
completion of the market economy transformation and effective integration into the world economic
space, the reduction of transaction costs of economic entities in the region and, as a result, improving
the efficiency of resource use.
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Despite such emphasis of our research, we believe that to provide the high dynamism of
development of regions, to form a stable tendency of turning them into important centres of growth that
will compete in the world market at the level of states is possible by means of rational economic-
regional policy. In our opinion, the optimal set of instruments of regional economic policy is possible to
form only after the determination of competitive advantages that form and develop region
competitiveness from a position of influence not only macroeconomic but also the institutional factors.
The next step of our study will be the allocation of macroeconomic and institutional factors of formation
of competitive advantages of the region, due to which we denote the conceptual foundations of
organizational-economic mechanism of increase of region competitiveness in the conditions of
globalization of the world economy development.

Under the institutional environment of the region we understand the totality of fundamental political,
legal and social rules and norms within which its economic and technical advantages will be used. After
the analysis of existing approaches of definition of regional competitiveness, we came to the conclusion
that the creation of the effective macroeconomic and institutional environment will facilitate to the
completion of the market economy transformation and effective integration into the world economic
space, reduction of transaction costs of economic entities of the region and, as a result, increase of the
efficiency of resource use.

In our opinion, all determinant factors of sustainable competitiveness of the region should be
combined into two groups: institutional benefits (the quality of public institutions, the quality of state
institutions) and macroeconomic advantages (macro-economic factors, status, and use of technology)
(Fig. 1).
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Figure 1- Macroeconomic and institutional effective factors of the region competitiveness
in the conditions of globalization of the world economic relations (authors’ compilation)

A healthy macroeconomic environment is important in creating the right competitive advantages of
the region of the country. Due to the fact that the state regulation of functioning of regions of Ukraine is
carried out by a number of government authorities within their powers determined by the current
legislation, the development of a particular region of Ukraine depends on a number of conditions created
by these bodies and their interaction. As you know, currently many draft laws on the development of the
decentralization process in Ukraine are regarded.

It is considered that The European Charter of Local Self-Government is a reference point for
Ukraine, as well as for other European countries. It is a model of the formation of modern democratic
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and effective governance that is based on the principles of local autonomy. Ukraine has signed the
European Charter in full without reservations and agreed to adopt the principles and standards of this
document and adhere to them. The Ukrainian government signed the Charter and the Parliament ratified
it in July 1997 [13, p. 14]. The mechanism of impact of macroeconomic factors, in practice, is
strengthened by the efficiency of the institutional environment.

Therefore, Ukrainian scientists specify that in the conditions of globalization the implementation of
effective foreign policy the factors associated not with the geographical location of the state and its
territorial spatial characteristics, but the complex of socio-economic and technological factors that are
inherent in the information of society are more important [14, p. 261]. In recent decades, the attention of
the representatives of different scientific schools to the institutional aspects in the analysis of economic
growth has increased significantly; it is also connected with the study of the processes of market
transformation. The matter is that the use of traditional macroeconomic tools to conduct reforms has led
to different results, and often to the results which were not expected by the reformers. The reaction of
macroeconomic variables to measures of economic policy depends on the institutional environment.
However, the degree of dependence of these results from the institutional features of a particular country
has depreciated. The experience of the countries with transitive economy, including Ukraine, shows that
the main among the internal factors of the market investment environment are the institutional factors
associated with the development of market social norms and stereotypes of economic behaviour, and
both formal and informal.

In modern conditions of extension of globalization processes, the role and importance of the active
regional policy increases, where the problem of effective use of economic potential of the region due to
its macroeconomic and institutional competitive advantages has become extremely actual.
Modern regional development of Ukraine shows the extension of negative tendencies, especially, the
deepening of regional disproportions, exacerbation of the economic and social problems of the regions
due to the lack of an effective system of implementation of the state regional policy and the formed
organizational and economic mechanism of increase of region competitiveness and so on.

Under the influence of the processes of economic globalization, the existing competitive advantages
of the region can be levelled (Fig. 2).

N\

7
the displacement of the "weak" the threat of increasing dependence on
domestic producers by more imports through displacement of
successful foreign competitors domestic producers from national
JL market

in more developed regions the intemational movement of financial
speculating capital

~
[the risk of outflow of the resources the dependence of the country from ]

J \

Figure 2 — “The Diamond” of potential hazards from the process of globalization of economy
of Ukraine (authors’ compilation)

To increase the efficiency of realization of competitive advantages of the region, we suggested the
mechanism of increase of region competitiveness, taking into consideration the macroeconomic and
institutional formation of effective factors and dangerous factors of the current globalization in the socio-
economic sphere (Fig. 3).
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Organizational (the charge of the quality of state and public
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- the coordination of powers and responsibilities between the levels of
the govemnment, in the framework of decentralization, on issues of
regional competitiveness, improvement of interbudgetary relations.

Legal (the charge of the quality of public institutions):

- strategic planning (SWOT-analysis of the components of regional
competitiveness), the forecasts and programmes of regional

Tools to improve the region
competitiveness

State contracts and state orders.

Subsidies, subventions, grants.

Direct government costs.

Tariff, non-tariff and currency regulation of FEA of
the region.

development. The development of the system of the laws and
Economic (the charge of the quality of technology use andflf regulations that will promote the development of
efficiency): high-tech industries in the region.

The creation of financial or material incentives by
the state that can affect the economic interests of
economic entities: state guarantee, tax benefits,
government support of loans

- forming the conditions for the development of economic entities
irrespective of the form of ownership and organizational-legal forms of|
management

- the implementation of functional specialization of the region;
- stimulation and implementation of the export potential of the

- the increase of the efficiency of the potential of the region;
region

Improving of the region competitiveness:

Figure 3 — Organizational-economic mechanism of increase of region competitiveness
in the conditions of globalization of world development (authors’ compilation)

The state regional policy should be directed to effective use of competitive advantages of the region
with the aim of achieving the strategic goals of sustainable socio-economic development of the country.
The globalization process requires the use of the mechanism of ensuring of region competitiveness a
differentiated approach in determining the methods of regional policy and the specific tools.
The regulation of regional development should be aimed at strengthening macroeconomic and
institutional competitive advantages the formation of effective factors) due to the high quality
opportunities for power decentralization through the reduction of direct financial assistance and use of
preferences and guarantees.

Conclusions. Summing up, we note that Ukraine is characterized by uneven distribution of raw
materials base that is why the development of regions of the country is not uniform. However, each
region of the country is characterized by its unique set of competitive advantages: macroeconomic and
institutional formation of effective factors, the use of which requires a differentiated approach when
choosing methods and instruments of regional policy, especially in terms of power of decentralization.
Therefore it stands in need of a new vision of regional policy on the basis of formation of socio —
economic development models of the regions, and our future research will focus on it.

The formation of socio-economic development models of the regions will make it possible to develop
a system of regulation of the region competitiveness of Ukraine from the perspective of national
interests, namely the use of innovative potential of the region, ensure the diversity of the regions,
interregional cooperation system.

Further studies will be directed at the search of the most efficient ways of ensuring the
competitiveness of the regions of Ukraine in the context of the revealed institutional and macroeconomic
benefits. In particular, effective factors of the region competitiveness which are highlighted in the article
give the opportunity to pick up such a tool of regional economic policy of the government, the integrated
use of which will ensure sustainable development of the national economy.
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