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FACTORS OF ECONOMIC DEVELOPMENT:
THEORETICAL APPROACHES

The article discusses theoretical approaches to the factors of economic development. These approaches
include theories that were created as a result of the search for the causes of differentiation in development
rates and that recognize that the most important thing for development is the mobilization of the region's
internal potentials. The authors analyze four concepts: New Economic Geography, Evolutionary Economics,
Sustainable Development, and Intellectual Specialization. The new economic geography considers spatial
relations not as one of many, but as the main factor determining socio-economic processes of growth
and development. According to the concept, the main role is played by two internal forces that cause the
processes of concentration and deconcentration of human/economic activity, and the result of these forces
is the formation and development of agglomeration. Evolutionary economics is one of the most modern
theories of economic growth and development. This theory describes economic processes by analogy with
evolutionary processes in nature. Three features distinguishing it from other theories are indicated: the
concept of equilibrium, the dynamics of processes, and the characteristics of business entities. The concept
pays special attention to such properties as diversity, complexity, and uncertainty of socio-economic
processes, which are necessary conditions for development and for development. Sustainable development
is an extension of the neoliberal paradigm. Economic development is still in the forefront here, but social
and environmental factors are taken into account to preserve the foundations of life and development for
present and future generations. The subject of sustainable development economics is management in the
society-economy-environment system. The concept of intellectual specialization is a new approach in the
European Union's policy, which has become a key element of its regional policy. The strategy includes three
interrelated priorities: smart growth, sustainable development; and inclusive inclusion. The aim of the
strategy is to develop an individual approach for each region in all EU countries to overcome the recession
and ensure long-term development.
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ITenex Oxkcana bormaniBua, HOchkiB borman MukoJiaiiopuu
PiBHEeHCHKHIT NepKaBHHUI I'YMaHITapHUH YHIBEPCHTET

YNHHUKU EKOHOMIYHOI'O PO3BUTKY: TEOPETUYHI IIIAXOAN

Y emammi posensoaromscs meopemuuni nioxoou ujo00 YUHHUKIE eKOHOMIYHO20 po36umky. [lani nioxoou
BKIIOUAOMb MeOopil, AKI CMBOPEeHi 8 pe3yibmami NoOwyKy npudur ougepenyiayii memnie po3eumky i aKi
BU3HAIOMb, WO HAUBANCIUBIUUUM OJIL PO3GUMKY € MOOLNI3aYis 6HYMpIWHIX nomenyiaiie peciony. Aemopamu
AHANI3YIOMbCA HOMUPU KOHYenyii: «H08a eKOHOMIUHA 2eocpadiay, «e8oNOYIUHA eKOHOMIKAY, «CAIUL PO3-
BUMOKY, «IHMeNeKmyaibha cneyianizayiny. Hosa ekonomiuna eeoepais posensoae npocmoposi 36 a3Ku
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He K 00un 3 6a2amvox, a AK OCHOGHUL YUHHUK, WO BUSHAYUAE COYIATLHO-EKOHOMIUHT Npoyect 3pOCTHaAHHS
U po36umKy. 32i0H0 3 KOHYenyiero OCHOBHY pOlb 8idieparomyv 08I GHYMPIWHI CUTU, WO GUKIUKAIOMb NPO-
yecu Konyenmpayii ma ()eKOHL;eHmpaL;ii' JIH0OCHKOI/eKOHOMIUHOT disdibHOoCmI, a pesynbmamom oii Yux cun
€ d)opmysaHHﬂ i poszsumok aenomepayii. Eeontoyilina eKOHOMIKA Hanexcums 00 OOHIEL 3 Haucyqacmmux
meopil eKOHOMIYHO20 3POCAHHA Md PO38UMKY OAHA Meopisi ONUCYE eKOHOMIYUHI npoyecu 3a aHanoieio 3
esonoYiuHUMU npoyecamu 8 npupodi. Bkazyromscsa mpu ocobaugocmi, AKi 8iopizHAlomy ii 6i0 pewimu meo-
Piil: KOHYyenyisi pisHosazu, OUHAMIKA npoyecie, ocobnusocmi cyo'ekmie eocnodaprosanns. Ocobausa ysaza é
KOHYenyii npuoiiaemvbcsi maKum 61acmueoCmssam K PisHOMAHIMHICMb, CKAAOHICb, HeBUSHAUEHICMb COYi-
ANLHO-EKOHOMIUHUX NPOYeCis, SIKi € HeOOXIOHUMU YMO8AMU POZGUMKY I 015l pozeumky. Cmanuil po3eumox
€ po3uwupeHHamM HeonibepanvHoi napaouemu. Tym mak camo eKOHOMIYHUL PO3BUMOK HA YiNbHOMY Micyi,
ane bepymucs 00 ygacu mi coyianvbHi ma eKoio2iuHi YUHHUKU, KI 0036010Mb 30epe2mu 0CHOBU JHCUMMS
ma po3eumKy CyuacHux i Maubymuix nokouinv. Ilpeomemom ekoHOMIKU CMAn020 po36UmKY € YnpasiiHHs 6
cucmemi «CyCcRiibCmeo — eKOHOMIKA — HABKONUWHE cepedosuwyey. Konyenyis inmenekmyanvHoi cneyianiza-
yii' — ye Hosutl nioxio y nonimuyi €eponeticbkoeo Co103y, AKUL CMAB KIIOUOBUM e1eMEeHMOM 1020 NONTMUKU
wooo pecionie. Cmpamezis 6K1I04ac MPU G3AEMONO0G'A3aHI npiopumemu: po3yMHe 3pOCMAHMA, CMATULL
PO36UMOK, [HKAI03UBHe 8Kalouents. Memoro cmpamezii € eupobnenns 6 ycix kpainax €sponeticbkoco Coro3y
OJ151 KOJICHO20 peiony IHOUBIOYANIbHO2O NIOX00) 000 8UX00y 3 peyecii 3 No0aIbLUUM 3a0e3neyeHHIM 006-
20CMPOKOBO20 PO3GUMNKY.

Knrouogi cnosa: exonomiunuil po3eumox, YuHHUKY eKOHOMIYHO20 PO3GUMKY, Meopii eKOHOMIYHO20 PO3GUIIKY.

Introduction. In the foreign and domestic liter-
ature, economic development is mainly interpreted
as follows: "it is irreversible, directed and natural
changes in the economic system of society. Economic
development is associated with significant changes
in the structure of productive forces, the technolog-
ical basis of society, socio-economic relations, and
institutions" [ 1]. Modern analytics closely links eco-
nomic changes with changes in the social sphere and
the natural environment at different spatial levels —
local, subregional, regional and national. Measures
that shape the necessary economic changes at all
levels set the path for the development of the coun-
try's economy. Therefore, an urgent problem is the
need to develop adequate methodological tools for
managing economic processes and economic devel-
opment in general on the basis of theoretical justifi-
cation of the necessary changes, understanding the
nature and essence of development.

Materials and methods. A. Galgzka names
the goals that scientists set for themselves when
creating theories of socio-economic development:
"This is, on the one hand, an attempt to describe the
observed phenomena in a generalized way, and on
the other hand, an attempt to identify the factors/
mechanisms that cause changes" [2, p. 10]. We are
talking about factors that allow us to influence the
socio-economic reality in order to change it in the
desired direction. Factors can be simple/one-dimen-
sional (e.g., technological infrastructure, education,
modern technologies), or complex, which are a syn-
ergistic combination of simple factors (e.g., in the
form of a development strategy based on the imple-
mentation of a number of individual policies, in par-
ticular, entrepreneurship development, use of social
capital, etc.).

A significant contribution to the development of
economic development theories was made by such
foreign scholars as D. Bell, I. Wallerstein, E. Gaidar,

J. Galbraith, J. Keynes, M. Kondratiev, L. Mises,
E. Toffler, M. Friedman, E. Hansen, J. Schumpeter.
Among Ukrainian scholars, M. Tugan-Baranovsky,
0. Alimov, Y. Bazhal, A. Galchynsky, V. Heets,
S. Danylyshyn, S. Dorohuntsov, I. Lukinov,
L. Shynkaruk, and others have studied the impact of
economic changes and developments on the devel-
opment of the economy, including the national econ-
omy. However, it must be stated that current devel-
opment trends require a deeper understanding and
systematization of the theoretical results obtained
and their generalization for further use in the prac-
tice of economic management. The list of problem-
atic issues includes the identification of factors of
economic development at the country/regional level.

Disscussion. The purpose of our study is to ana-
lyze the most popular modern theoretical approaches
to the factors and mechanisms of economic
development.

We have identified and analyzed four modern
concepts (theoretical approaches): New Economic
Geography, Evolutionary Economics, Sustainable
Development and Intellectual Specialization. The
group of theories under study, according to E. Now-
inska-t.azniewska [3, p. 12], includes theories that
were created as a result of the search for the causes
of differentiation of development rates and which
at the same time recognize that the most important
thing for economic development is the mobilization
of internal potentials of a particular region.

New Economic Geography (P. Krugman). This
line of thinking, which takes into account primar-
ily the spatial aspects of socio-economic develop-
ment, crystallized on the basis of an analysis of the
shortcomings of neoclassical theories based on the
R. Solow model. After all, real-life research has not
confirmed the widespread diffusion of development
and convergence of socio-economic structures on an
interregional and international scale, as well as the
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effect of the mechanism of marginal income reduc-
tion in the long run [2, p. 49].

In the last decades of the twentieth century,
new theoretical approaches to the spatial aspects of
socio-economic development emerged within the
framework of economic geography. One of the cre-
ators of such theories is P. Krugman [4], who stated
more than a quarter of a century ago that it was
time to consider spatial aspects as a major factor in
economic development. The complexity of the real
socio-economic situation at the turn of the twen-
tieth and twenty-first centuries meant that spatial
relations were considered not just one of the many
factors that determine growth and development, but
the main factor that determines socio-economic pro-
cesses. This symbolizes a qualitative change in the-
ories of growth and development.

According to the theory's proponents, the main
role in spatial interactions is played by two inter-
nal forces that cause the processes of concentration
and deconcentration of human activity, including
economic activity. The result of these forces is
the formation, development and disintegration of
agglomeration. In the case when, from the point
of view of the subject of socio-economic activity,
the benefits of localization and urbanization are
higher than the negative impact of the agglomera-
tion process, we are dealing with the phenomenon
of concentration of activity. In the opposite case,
there is a deconcentration of economic activity. In
the described models, the state of investment in the
region in the past has a significant impact on the
system as a whole [2, p. 50].

For P. Krugman, two simple ideas were the start-
ing point. The first was that rising revenues and
transportation costs are significant and consistently
affect each other, forming a regional logic of agglom-
eration. All other things being equal, producers try
to locate production closer to suppliers and con-
sumers. In general, they all want to be close to each
other. The second idea is related to the fact that some
resources are immobile, such as land and, in many
cases, labor. This immobility "works" as a centrifu-
gal force that counteracts centripetal agglomeration
tendencies. The confrontation between centrifugal
and centripetal forces forms the spatial dynamics of
the economic structure [5, p. 23].

Based on these ideas, P. Krugman created his
own simplified model of socio-economic space:
1) in the case of industry, the localization (place-
ment) of production depends on economies of scale
(it should cover as few places as possible) and trans-
portation costs (the location of production is as close
to the buyer as possible); 2) in the case of agricul-
tural production, where there are no economies of
scale, it should be located closer to the buyer, i.e.
concentrated in many places. If the profit from the
scale of industrial production significantly exceeds

the cost of delivering goods to the most distant buy-
ers, then industrial production is concentrated. If,
at the same time, there is a relative decline in the
importance of agricultural production, then we are
talking about a general process of concentration, i.e.
not only concentration of production but also con-
centration of demand, mainly due to the migration
of workers. This increases the influence of agglom-
eration forces. In this way, an "industrial center" and
an "agricultural periphery" are formed.

In general, all variants of the model clearly indi-
cate the objective advantage that the processes of
concentration of economic activity have over its
dispersion. This advantage usually leads, if not to
polarization, then at least to a clear spatial differ-
entiation of socio-economic development. From
the point of view of explaining spatial differences,
the described model of agglomeration objectively
indicates the presence of forces of concentration
or deconcentration of economic activity, which are
determined by specific measurable benefits received
by economic entities. To counteract these forces, it
is necessary to eliminate these benefits, for example,
through high financial costs [2, p. 51].

Evolutionary Economics — (R. Nelson, S. Win-
ter, G. Dosi, J. Metcalfe) is one of the most mod-
ern theories of economic growth and development,
although the "father" of this theory is rightly recog-
nized as the Austrian economist of the first half of
the twentieth century J. Schumpeter.

In general, Evolutionary Economics is an eco-
nomic concept that aims to describe economic pro-
cesses by analogy with evolutionary processes in
nature. Researchers most often point to three fea-
tures that distinguish it from other theories: the role
of the concept of equilibrium, the importance of
dynamic processes and the characteristics of busi-
ness entities [6, p. 171].

The subject of Evolutionary Economics is the
processes of change in economic structures, which
are considered in the long term in the context of
rapidly progressing complexity and diversity in
technology, organization and behavior of "eco-
nomic players" trying to adapt to rapidly changing
socio-economic structures. The main object of cog-
nition is the motives of human involvement in eco-
nomic activity. The principles of economic devel-
opment, the essence of economic activity and the
mechanisms that govern this activity are analyzed
using the tools of the natural sciences. Unlike "clas-
sical economics", the theories covered by the concept
do not abstract the economic sphere from the sys-
tem of socio-economic influences. They recognize
the influence of many factors on economic activity,
including psychological, cultural, sociological, cli-
matic, political, and technological. In addition, they
analyze the economic process from the point of view
of dynamics, namely, the attempt to achieve a state
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of equilibrium, from which the system is constantly
being brought out by various factors [2, p. 52].

Below, based on theoretical reviews [2, p. 51-57;
6; 7], we will briefly outline the main provisions of
the theory.

The concept pays special attention to such prop-
erties as diversity, complexity, and uncertainty of
socioeconomic processes, which are necessary
conditions for development and for development.
Studying the motives of economic players' behav-
ior is an important factor that explains economic
mechanisms. The uncertainty of business entities'
activities is related to the achievements of the
current moment and the ever-growing complexity
and variability of the environment in which they
operate. Uncertainty is also exacerbated by the
lack of full access to information about the chang-
ing determinants of development. It is generally
believed that economic actors cannot optimally and
rationally adapt to changing conditions. Rational
behavior is significantly limited by risk aversion.
Producers and consumers prefer not to take risks,
but to behave as they have done before, rather than
trying to maximize the profits or benefits that the
changes of the present dictate.

Another important component that indicates the
existence of objective barriers from the point of
view of rational economic behavior is the so-called
technological trajectory. It is related to the fact that
any innovative behavior, if considered in dynamics,
is a set of various "technical" conditions for organ-
izing the innovation process. In addition to these
constraints (conditions), the real technological tra-
jectory also includes obstacles that arise during the
implementation of the innovation process. They are
formed by the environment — non-market factors
and market mechanisms.

The concept of competition is viewed from the
perspective of rivalry between entities, where the
benefits go to those who are better able to adapt to
changing conditions. In social and economic life,
this happens through the use of innovation in its
broadest sense.

Growth and development policy within the
framework of the concept is based on different prin-
ciples than in "pre-evolutionary" theories. When
developing their own policies, economic actors do
not have complete information about all the condi-
tions in which they operate, and therefore cannot
program measures that optimize growth and devel-
opment, but only try to adapt existing mechanisms
to the changes that are observed. In fact, policy is
formed by trial and error. Therefore, it is necessary
to constantly monitor the consequences of this pol-
icy. To a large extent, these consequences depend on
the complexity of processes, instability, economic
uncertainty, and barriers to the rational functioning
of the socio-economic system.

When considering a development strategy, evolu-
tionary economics pays special attention to the envi-
ronment (represented in technological trajectories).
This means that it is necessary to take into account
the possibility of implementing those changes that
are objectively necessary and possible to implement
in terms of development processes. If the goals of
the strategy are not included in the list of expecta-
tions of the environment, their implementation is
impossible.

The concept also takes into account the problems
of possible blocking of changes by specialized high-
er-level socio-economic structures that determine
the functioning of regions. After all, often the long
stay of regional environments within the old struc-
tures (production system, investments, knowledge,
network of economic and institutional ties) and
adaptation to them can block the implementation of
any transformations. This can be clearly seen in the
case of peripheral regions, where state and self-gov-
ernment bodies are particularly dependent on previ-
ously formed socio-economic structures.

It should be noted that evolutionary economics
deals neither with the process nor with the conse-
quences of individual decisions made by participants
in socio-economic activity. It deals with the results
of these decisions, taking into account numerous
constraints and all their complexity and diversity,
which is often random in nature [2, p. 55].

The concept of Sustainable Development expands
and improves the neoliberal paradigm, but it is not
an alternative that denies its essence. It also places
economic development in the forefront and views it
primarily as economic growth. However, the con-
cept of sustainable development takes into account
those socio-economic factors and their interrelation-
ships that ensure the so-called sustainable environ-
mental and social development "taking into account
the needs of future generations, in particular the use
of non-renewable and almost renewable resources"
[2, p. 13]. The concept of sustainable development
is a continuation of the neoliberal paradigm in the
sense that it sets new development goals related to
the sustainability of the ecosystem, as well as a new
market, the object of which is the sale and purchase
of emissions into the environment [8, p. 20]. In other
words, the subject of sustainable development eco-
nomics is management in the society-economy-en-
vironment system. In other words, the concept of
sustainable development introduces a new philoso-
phy in which the human duty is to manage the natu-
ral environment, which allows to preserve the foun-
dations of life and development of both present and
future generations. Here, the main task of manage-
ment is not profit, but maintaining the sustainability
of socio-economic development, while profit is only
one of the indicators of economic activity.

The concept assumes that the source of environ-
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mental threats is production technology. Proponents
of the concept believe that assessing the negative
impacts of production is a necessary incentive to
develop measures aimed at protecting the environ-
ment, and that the emissions rights market is the most
effective means of reducing emissions. It should be
emphasized that overexploitation of the environment
is also directly related to the level of consumption and
lifestyle, not just technology [8, p. 16].

The concept of Intellectual Specialization is a
new approach in EU policy, which was introduced by
the European Commission in 2010 and published as
a separate document "Europe 2020 — A Strategy for
Smart, Sustainable and Inclusive Growth" and which
has become a key element of EU policy towards the
regions. The strategy includes three interrelated pri-
orities [9, p. 244]: smart growth (developing an econ-
omy based on knowledge and innovation); sustainable
development (based on efficient and environmentally
sound use of resources); inclusive or comprehensive
inclusion (supporting a high employment economy,
ensuring social and territorial integrity). The aim
of the strategy is to develop an individual approach
for each region in all EU countries to overcome the
recession and ensure long-term development. The
strategy requires each region to choose a specializa-
tion, which is a set of clearly defined priorities based
on the region's strengths and weaknesses, its innova-
tion potential, the existing infrastructure of industrial,
scientific and technical cooperation, and the direction
of the economy in areas where it will have competi-
tive advantages.

From the theoretical point of view, the theory of
intellectual specialization is a combination of differ-
ent development theories that considers the factors
of development with regard to the processes of con-
tinuous change and adaptation of the development
profile to rapid civilizational changes. The ideas of
the concept were developed by D. Foraya and experts
from the Knowledge for Growth group, which con-
ducted research within the European Research Area.
The experts tried to identify the reasons for Europe's
low competitiveness in the international arena, pay-
ing special attention to research and innovation. The
researchers concluded that the main reasons for the
low level of European competitiveness are related to
the excessive fragmentation of investments and the
lack of coordination of research and innovation by
stakeholders. In addition, in many regions, instead
of taking advantage of the results of previously
implemented projects in other regions, similar pro-
jects were often repeatedly implemented and meas-
ures were introduced that did not even meet regional
capabilities and needs [10, p. 85].

The concept is based on four assumptions
[11, p. 14]: 1) to create such a network of research
and innovation that would provide the ability to
compete with a large number of entities (Euro-

pean Research Area); 2) the process of identifying
intellectual (smart) specialization should not be too
bureaucratized or too broad; it should focus on those
areas of science and innovation that are related to
the socio-economic conditions and resources of the
region; 3) the content of the concept of "intellectual
specialization" is determined by the so-called gener-
al-purpose technologies that form the development
opportunities, not Therefore, the socio-economic
development of countries/regions [10, p. 90] should
be determined by investment priorities, which in a
rapidly changing environment require careful plan-
ning, updating and verification. At the same time,
the free choice of development paths is carried
out taking into account the maximum effect within
the allocated funding. Intellectual specialization
requires real interest from both the authorities at all
levels (EU, country, region) and from scientists and
business, based on their close cooperation.

Results. The study is devoted to the analysis of
theories of economic development. The group of the-
ories under study includes theories that were created
as a result of the search for the causes of differenti-
ation in the pace of development and that recognize
that the most important thing for development is the
mobilization of the internal potentials of a particular
region. Four concepts are analyzed: New Economic
Geography, Evolutionary Economics, Sustainable
Development, and Intellectual Specialization.

The New Economic Geography considers spatial
relations not as one of many, but as the main factor
that determines socio-economic processes of growth
and development. According to the concept, the
main role is played by two internal forces that cause
the processes of concentration and deconcentration
of human activity, including economic activity, and
the result of these forces is the formation, develop-
ment and disintegration of agglomeration. Evolu-
tionary Economics describes economic processes
by analogy with evolutionary processes in nature.
Researchers point to three features that distinguish it
from other theories: the role of the concept of equi-
librium, the importance of dynamic processes, and
the characteristics of business entities. The concept
of Sustainable Development is an extension of the
neoliberal paradigm. It also emphasizes economic
development, but it takes into account those social
and environmental factors and their interrelation-
ships that allow preserving the foundations of life
and development of current and future generations.
The concept of Intellectual Specialization is a new
approach in EU policy that has become a key ele-
ment of its regional policy. The strategy includes
three interrelated priorities: smart growth; sustain-
able development; and inclusive inclusion. The aim
of the strategy is to develop an individual approach
for each region to overcome the recession and ensure
long-term development.
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