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THE IMPROVEMENT OF STATE REGULATION MECHANISM
OF REGIONAL DEVELOPMENT DURING THE PERIOD OF
ECONOMIC STAGNATION

In the article during the process of investigation of the mechanism of state
regulation of regional development in the period of economic stagnation the au-
thor proposed 4-step process of development and implementation of strategies
of regional economic systems and methodical complexes, which are suitable to
the tasks of each stage. Formulated scientific guidelines for the organization of
operational cooperation of “center - regions” in a period of stagnation.
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Jemeljanowa E., Udoskonalenie mechanizmu regulacji panstwowej roz-
woju regionalnego w okresie stagnacji gospodarczej

Autorka artykutu, poddajgc analizie mechanizmu regulacji panstwowej w
sferze rozwoju regionalnego w okresie stagnacji gospodarczej, zaproponowata
4-etapowy model rozwoju i realizacji strategii regionalnych systemow gospodar-
czych. W pracy znalazly si¢ takze wskazowki metodycznych przyporzqdkowane
do zadan z kazdego z etapow procesu. Sformutowano rekomendacje naukowo-
metodyczne dotyczqce organizacji i wspotdziatania operacyjnego na linii ,, cen-
trum — regiony” w okresie spowolnienia gospodarczego.

Stowa kluczowe: rozwoj regionalny, mechanizm regulacji panstwowej,
stagnacja gospodarcza, wspoldzialania ,, centrum — regiony”

Emenvanoea E.M. Yoockonanenna mexamnizmy 0epicagnozo pezyiio8an-
HA peiOHaNbHO20 PO36UMKY 8 NEPI00 eKOHOMIYHOT cmaznayil

Y cmami asmopom y npoyeci Oocniodcenus mexamizmy 0epiucasHoco
DeYI0BAHHS Pe2iOHAIbHO20 DPO3BUMKY 6 Nepio0 eKOHOMIYHOI cmacHayil
3anpo-noHosanull 4-emannuii npoyec pos3podku i peanizayii cmpameeii
PEeCIOHANbHUX EeKOHOMIYHUX CUCmeM Ma MemOOUYHI KOMHWIEKCU, A0eK8amHi
3a80aHHAM KOJCHO20 3 emanié npoyecy. Chopmynbo8ano HAyKO80-MemoOuyHi
pexkomenoayii 3 opeauizayii onepamusHoi 63aeMO0il «yenmp - pecioHu» 8
nepioo cmaznayii.
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Kniwouosi cnoea: pezionanohuii  po36Umox, Mexamizm 0epiHcagHo0
Pe2ynio8anHsl, eKOHOMIUHA CIAZHAYIs, 83AEMOOISL KYeHmp - PeiOHUY.

Emenvanosa E.H. Ycosepuiencmeosanue mexanuzma 20cyoapcmeennozo
pezynupoeanua pezUOHANbHOZ0 PA3GUMUA 6 hepuod IKOHOMUUECKOU
cmaznayuu

B cmamve asmopom 6 npoyecce  UCCIE00BAHUS  MEXAHUIMA
20CyY0apCmEeHH020  pecynuposanus pecUuOHAIbHO20 PAa3eUmus 6 Nnepuoo
9KOHOMUHECKOU CMazHayuu npeonodicer 4-smanubvlii npoyecc paspabomku
U peanuzayuu - Cmpamezuti PeSUOHANLHLIX IKOHOMUYECKUX —Ccucmem U
Memoouyeckue KOMUIEKChl, a0eK8amuvie 3a0auam Kaicoozo u3z 3Mmanos.
Chopmynuposansl  HayuHo-Memoouueckue pekoMeHoayuu no Op2anu3ayuu
ONepamuBHo20 63auUMOOEUCMEUsL KYEHMP - PEUOHBLY 8 NEPUOOD CINASHAYUU.

Knrwouegvie cnosa: pecuonanvioe pazgumue, MEXAHUM 20Cy0apCmeeHHo20
PeYIUPOBanUs, IKOHOMUHECKAS. CMASHAYUs, 63aumolelicmeue «yeHmp -
PecUOHbBLY.

Introduction

The uncertain prospects of the global economy’s development, against the
background of increasing interdependence between its separate parts as a result
of trade and financial integration, dictate the feasibility of strategic adjustments
to the development of national and regional economic systems.

The aftermath of the recent economic crisis may be regarded as irrevers-
ible for some emerging economies, such as Mexico, Russia and Turkey, due to
the fact that, in 2013-2015, a significant proportion of the shrinking volume of
production was lost irreparably. Thus, the question remains open whether the
countries — growth centres — are capable of propelling economic development
in the event of recession in the developed countries.

According to the point of view generally accepted by the expert commu-
nity, any near-term recovery of the global economy would be either limited or
unsustainable, i.e. U or W-shaped. The key reason lies in the side effects of the
credit crunch, as well as in reducing the causes of the recession solely to the op-
timisation of financial instruments, while ignoring the issues of limits to the ef-
ficiency of economic processes, imbalances between production and consump-
tion, and growing social inequality. In this context, the need arises for rethinking
of administration strategy both at the level of the national economy as a whole
and at the level of regional economic systems.

The projected global economic stagnation must be adequately addressed
when shaping and implementing the mechanisms of government economic reg-
ulation.
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Regional dynamics, their nature and current status remain in the focus of
continuous research by Ukrainian scientists and experts, mostly due to the high
level of differentiation between Ukrainian regions and the growing regional dis-
proportions. S. Bila, A. Vlasyuk, V. Vorotin, Ya. Zhalilo, O. Shevchenko, V.
Zhuk, M. Kushnir, and L. Fedulova devoted their works to this issue. However,
given the expected stagnation in the global economic system, adjustments are
required to the existing conceptual approaches and methodological support ap-
plied in the regional development under favourable environment, which moti-
vated the choice of this research topic.

Statement of research objectives

Suggest, with regard to the nature of the strategic administration process,
improvements to the mechanism of government regulation of regional devel-
opment during economic stagnation and establishment of prompt interaction
between the centre and regions during the period of stagnation.

Results

The State and a system of its bodies, as the entity of governance and gov-
erned objects, do not exist in the society all by themselves, and if they do, their
rationality and efficiency are quite low. It is only through their interaction that
they generate development factors and make it possible for people to address
their problems. The mechanism proposed below would embody such interaction.

The social mechanism behind the establishment and implementation of
state administration is understood as the aggregate of and the logical interrela-
tion between social components, processes and patterns, whereby a subject of
state administration (or components thereof) ‘captures’ the society’s needs, in-
terests or objectives related to controlling actions, formalises them in its admin-
istrative decisions or actions and, relying on state authority, implements them in
practice. In other words, this is a mechanism behind social ‘saturation’ (filling)
of state administration that, through the use of this mechanism’s potential, ac-
quires the desired conditionality, validity, and efficiency (Fig. 1).

’-»[ Needs ]—~[ Interests ]—~[ Objectives ]»
[ Solutions ]—»[ Actions }—~[ Outcomes]J

Feedback

Fig. 1. Social mechanism behind the establishment and implementation of state
administration

In this sense, social mechanism not only draws attention to the legal, func-
tional or organisational patterns and procedures for the establishment and im-
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plementation of state administration (which many legal scholars often restrict
themselves to), but also dictates the need to determine, for each administrative
phenomenon, in conjunction with, based on and together with them, its social
function, social role and values in social movement. Unless this mechanism
and evaluation of each of its components are given due regard, awareness of
state administration phenomena may sometimes assume a purely perfunctory
character.

The existence and development, content and forms, areas and essence of
improvements to state administration, all its other aspects and manifestations are
determined by the objective needs of society to coordinate actions and behav-
iour of people in a purposeful, organising, governing and imperative manner,
to ensure interrelations and alignment between numerous active groups. The
necessity of and deep interest shared by every individual, group, community of
people in the establishment, maintenance of and improvements in the regular
and rational relations with other individuals, groups, communities, their concern
for orderly conduct of the affairs of public importance, for scientifically valid
course of manufacturing, scientific and technological, spiritual and other pro-
cesses generate a synthesised or, one might say, a universal need for administra-
tion in general and state administration in particular.

Our research, with regard to the nature of the strategic administration pro-
cess, has established that the state administration mechanism for regional devel-
opment during economic stagnation, from its planning to implementation, keeps
in line with the process of strategic state administration and represents distinctive
‘feedback’ between the process of implementing the strategy of socio-economic
development and the status of its administered objects, i.e. a regional economic
system and the national economic system considered in the context of its ability
to meet the needs for the society’s survival and development (Fig. 2). Here, these
objects’ key systemic characteristics to be preserved in the administration process
include sustainability, integrity (as self-sufficiency and emergence) and adaptiv-
ity. Objectives of the mechanism have been worded within the terminology of
system approach and evolutionary economics that form the basis for cognitive
modelling of economic system development during stagnation.

Conceptual support for sustainability, integrity, and adaptivity of a regional
economic system in the stagnation environment is carried out at the first stage of
the process of state regulation of regional development during economic stagna-
tion, called ‘definition of strategic objectives in regional development’. This stage
is implemented using analytical techniques of strategic analysis and forecast.

The second stage, i.e. ‘coordination of development objectives between a
regional economic system and the national economic system’, intended to pro-
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vide conceptual support for the national economic system’s integrity and for the
co-evolution of a regional economic system during their strategic development,
is implemented by applying the technologies of systems analysis and objective-
based management techniques to the strategic planning process. According to
these approaches and techniques, not only should objectives in the development
of parts not contradict those of the development of the whole, but should also
ensure the system emergence and integrity through their high coherence.

The third stage entails the implementation of the regional economic system
strategies and involves achievement of the first-stage objectives in practice. To
accomplish it, methods and technologies to ensure security (food, energy se-
curity) are applied; clustering is developed; the share of organic and network
structures is increased at the expense of hierarchical and vertical ones.

The fourth stage involves the achievement of the tasks set at the second
stage of the process (Fig. 2).
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Fig. 2. Improvements to the mechanism of government regulation of regional devel-
opment during economic stagnation
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It involves setting up prompt interaction along the ‘centre to regions’ lines
in the process of implementing regional economic system and national econom-
ic system strategies. To implement it, application of business process re-engi-
neering techniques, data exchange techniques, ‘fast’ monitoring technologies is
suggested. (‘Fast’ monitoring technologies imply the application of the black
box concept and evaluation of the incoming and outgoing integral characteris-
tics of the given economic system’s functioning).

To implement the expert and analytical functions defined for each stage of
the functioning process in the mechanism of government regulation of regional
development during economic stagnation, it would be advisable to set up a num-
ber of think tanks grouped according to the network principle. Application of
CALS technologies would be most appropriate to coordinate activities of such
think tanks.

CALS (Continuous Acquisition and Life-cycle Support) technologies rep-
resent modern approach to the design and manufacture of high-tech science-
based products, which involves application of computer technology and state-
of-the-art information technologies to all stages of product life-cycle, providing
uniform ways of process control and interaction between all participants in the
cycle, such as product customers, suppliers/manufacturers, field and mainte-
nance personnel, implemented in compliance with international standards gov-
erning such interaction, primarily through electronic data interchange [1].

It is important to note that the CALS acronym has been around since the
mid-1980s. However, its meaning has changed significantly since then. Cur-
rently, CALS refers to Computer Acquisition and Life-cycle Support, a strategy
to improve systematically the efficiency, productivity and profitability of busi-
ness processes through the introduction of modern communication techniques
among all participants to the process of manufacture, marketing and post-pro-
duction support of the product.

In this research, the development strategy for a regional economic system
and the national economic system, along with recommendations for effective
operation of the mechanism of government regulation of regional development
during economic stagnation serve as a ‘product’ of space-distributed think tanks’
activities. Application of CALS technologies provides data integration and co-
ordinated think tank activities, as well as accelerates the entire process by simul-
taneously performing parallel functions (e.g., analysis of the national economic
system’s potential and forecast of the global economy dynamics).

Thus, the process of strategic state administration in the field of economy
requires harmonisation between development objectives for the national econ-
omy as a whole and a regional economic system as its component. This process
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requires coordinated efforts by the legislative and executive branches of the
government, as well as not only the involvement of advisory bodies as genera-
tors of administrative decisions, but also making use of the available analytical
and expert potential.

Periodic feedback along the ‘centre to regions’ line is implemented through
the application of business process re-engineering technologies and advanced
IT technologies.

Currently, as part of the process approach to management, a process-based
management model for organisations has emerged, which implies perceiving
an organisation as a set of processes. Transition to this management model is
achieved by applying the Business Process Re-engineering (BPR) technology.

According to the definition given by M. Hammer, re-engineering is the
fundamental rethinking and radical redesign of business processes to achieve
dramatic improvements in critical contemporary measures of performance such
as cost, quality, service and speed. [2].

When this approach is applied to the company management, it offers the
following results:

a shift from functional departments to process teams;

changes in employees’ functions, from simple to multidimensional;

changes in the requirements imposed on employees, from monitored com-
pletion of prescribed tasks to independent decision-making;

changes in the requirements for employee skills, from training to education;

changes in the performance assessment and remuneration, from the activi-
ties-based to the results-based assessment;

changes in the advancement criteria, from those based on ability to those
based on performance;

changes in the employee’s mission, from meeting the needs of superiors to
meeting those of the customers;

changes in managers’ roles, from controlling to coaching;

changes in the company’s corporate structure, from hierarchical to more flat;

changes in administrative functions, from secretarial to leading [2, pp.
55-59].

Consequently, the business process re-engineering represents the technol-
ogy to develop an organisation by setting new parameters for its operation. In
this event, the management system also undergoes significant changes that are
most visible in this example of organisational chart (Fig. 3).

Thus, the traditional hierarchical company structure has managers at vari-
ous levels, with customer-serving employees located at the hierarchy’s founda-
tion. Customers find themselves essentially at the bottom of the structure. In a
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new company, customers are not at the bottom, but at the side of the company,
as if they were equal partners; the employees who interact directly with custom-
ers are process operators; mid-level managers are team leaders in charge of the
relevant processes (process leaders) [2]. Changes in the structure of organisation
cause transformation in the management system’s controls.

Resource owners

Managers .
Department 1 l,"lé\“\\ Department N ' O
il : i - : \ QProcess :
O H O Qleader N Agreement

o : O /'P;'OCESS '
' owner N )
employees employees : O > O I.
' Process operators
I I O O Process :
O O O Q ' “.owner 1
X J :
A e

CHENTS E —/ Process leader 1

{CLIENTS

Fig. 3. Old (left) and new (right) company structure [2, p. 61]

On the whole, the business process re-engineering technology has deliv-
ered a new fundamental basis for the implementation of the process approach.

The introduction of the process owner was conditioned by the need to col-
lect information in order to implement monitoring of region status (determine
the economic cycle phase of a regional economic system), to control key points
in its movement towards the development strategy implementation, to analyse
and evaluate deviations in the achievement of strategic objectives, and identify
reasons for such deviations.

Real-time data interchange technologies

Ensuring the required feedback periodicity in the course of interactions
along the ‘centre to regions’ line may be achieved through the application of
modern data exchange technologies that allow both accumulation and analysis
of large volumes of data in real time.
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Conclusions

Following the research of the mechanism of government regulation of re-
gional development during economic stagnation, a four-stage process has been
suggested for the development and implementation of regional economic sys-
tem strategies, along with methodological sets appropriate for the tasks to be
addressed at each stage.

It is reasoned that the key systemic characteristics of regional and national
economic systems to be preserved in the strategic administration process should
include sustainability, integrity (as self-sufficiency and emergence) and adaptivity.

Scientific and procedural guidelines have been formulated to set up prompt
interaction between the centre and regions during the period of stagnation. En-
suring the feedback periodicity in the course of interactions along the ‘centre
to regions’ line is achieved through the application of business process re-en-
gineering and advanced IT technologies, including data exchange technologies
that allow both accumulation and analysis of large volumes of data in real time,
as well as CALS technologies.

References

1 Norenkov I. P. Osnovy avtomatizirovannogo proyektirovaniya (Funda-
mentals of computer-aided design):. / I.P.Norenkov: 2-ye izd., pererab. i dop. —
M.: Izd-vo MGTU im. N.E.Baumana, 2002. — 336 p.

2. Bisterfel’d O.A. Modelirovaniye informatsionnoy struktury territorial’no
raspredelennykh avtomatizirovannykh system (Modelling information structure
geographically distributed automated systems) / O.A. Bisterfel’d // ITPP. -
2011. -N1.-P.17-22.

3. Khammer M. Reinzhiniring korporatsii. Manifest revolyutsii v biznese
(Reengineering the Corporation. revolution Manifesto in business): per. s angl. /
M. Khammer, Dzh. Champi - 2-ye izd. - M.: Mann, Ivanov i Ferber, 2007. - 286 p.

4. Oykhman Ye.G. Reinzhiniring biznesa: Reinzhiniring organizatsiy i in-
formatsionnyye tekhnologii (business reengineering: Reengineering organiza-
tions and information technology) / Ye.G. Oykhman, E.V. Popov. — M.: Finansy
1 statistika, 1997. — 336 p.

119



