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Cooperation of Territorial Communities in the Sphere of Economic Development of Depressed Areas: the
Focus of Small Business Stimulation

Abstract. Introduction. The attention to the problems of inter-municipal cooperation of communities, in particular in the
sphere of stimulating the development of small entrepreneurship in rural, remote, depressed territories, has been updated. The
purpose of the research is to identify problematic aspects, as well as to justify recommendations in terms of development and
increasing the effectiveness of inter-municipal cooperation of territorial communities to ensure the development of small
businesses in rural areas of the country.

Obstacles to functioning and development, as well as the creation of new entities of small business in remote areas are
pointed out. The directions and toolkit of the policy of inter-municipal cooperation of communities in the field of activation of
entrepreneurial activity in remote areas have been defined.

It has been proven that the comprehensive impact of inter-municipal cooperation on the formation and realization of the
development potential of small businesses in depressed territories can be achieved under the condition of full implementation of
appropriate measures in the areas of: 1) improvement of the system of financial and resource support of small business entities; 2)
improvement of the business environment of their operation; 3) improvement of the system of normative and legal regulation of
the development of the small business sector.

The scientific novelty of the research results lies in the expansion of the toolkit of inter-municipal community cooperation
in the field of local economic development. The practical significance of the research results is that a list of tools that can be
implemented by territorial communities to eliminate obstacles and ensure more effective stimulation of local economic growth is
defined.

It is shown that a particularly important aspect in the context of the development of inter-municipal cooperation of
territorial communities in the economic sphere is the coordination of the policy of fiscal stimulation in terms of local taxes and fees,
inter-municipal cooperation in the field of resource and organizational support of small business entities (in particular, newly
established ones), the establishment of cooperation between agencies of local of economic development with the tasks of consulting
the local population and business, helping the population in creating their own business, supporting it, creating territorial business
incubators.

Keywords: territorial communities; inter-municipal cooperation; development of depressed areas; small business; local
economic development.

YAK 352.072.2

Jdopoddees O. B., 10KTop eKOHOMIYHUX HayK, Tpodecop, npodecop kabeapu my6IiYHOr0 YIpaBIiHHS Ta
aaMiHicTpyBaHH4, [lofTaBCbKUM Jilep>KaBHUM arpapHUi yHiBepcuTeT, M. [losTaBa, Ykpaina

CniBnpaus TepuTopiaJibHUX rpoMaj, y cdpepi eKOHOMIYHOT0 PO3BUTKY JeNpPeCUBHUX TEPUTOPIiii: poKyc
CTUMYJIIOBaHHS MaJioro Gi3Hecy

AxkmyanizosaHo ygazy do npobaemamuKku MixcMyHiyunaavHoi cnisnpayi epomad, 30kpema y cepi cmumyA08aHHS
pO38UMKY MA/1020 NIONPUEMHUYMBA HA CiAbCbKUX, 8iddaseHux, denpecusHux mepumopisix. Memoro docaidsiceHHs1 8U3HAYEHO
idenmugpikayito npobaemMHUX acnekmis, d MAKO}Ic OO6IDYHMYBAHHS peKoMeHOayill 8 yvacmuHi po3eumky U nideuwjeHHs
epekmugHocmi  MixcMyHIyUNaabHOI  cnienpayi mepumopiaabHux 2pomad wodo 3abe3nedeHHsl pPO3BUMKY MA/A020
nidnpueMHUYymea Ha CifbCbKUuXx mepumopisx kpaiHu. BkazaHo Ha nepewkodu GyHKYIOHY8aHHS mdA po36UMKY, d MAKONC
CMBOpEHHsl HOBUX CY6 '€KmMig Ma/1020 hidnpueMHUYymMea Ha 8iddaseHux mepumopisix. Busnaueno nanpsmu ma incmpymenmapit
noaimuku MixcmyHiyunaaeHoi cnignpayi epomad e cepi axkmusizayii nionpuemHuybkoi OJdisnabHocmi Ha eiddaseHux
mepumopisx.

/JlosedeHo, wjo KomniaekcHull enaug MidcMyHiyunaawbHoi cnienpayi Ha dopmyeaHHs ma peasaizayiro nomenyiany
pPO38UMKY MA/1020 NIONPUEMHUYMBA HA denpecusHUX mepumopisx modice 6ymu 0ocsizHeHUll 3a yMo8U N08HOYIHHO20 30iliCHEeHHS
8idnogioHux 3axodie 3a Hanpsmamu: 1) nokpaweHHss cucmemu (PiHAHCOBO-peCypCHO20 3abe3neveHHs Cy6’ekmie Masno2o
nionpuemHuymesa; 2) ydockoHasneHHsl 6i3Hec-cepedosuwja ix PyHKYiOHySaHHs; 3) NOKpaweHHs cucmemu HOPMAMUBHO-
npagosozo pezyA08aHHs pO38UMKY CeKmMopy Ma/1020 bi3Hecy.

Kawuoegi csnoea: mepumopianvhi 2pomadu; MidcMyHiyunasbHe cnigpo6imHuUymeo; po3sumok OenpecusHux
mepumopiti; Maautl 6i3Hec; Micyesull eKOHOMIMHUT pO38UMOK.

ICrarTa Hajiinuia Ao pegakuii: 15.12.2022
Received: 15 December 2022
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Formulation of the problem. After the
decentralization reform, Ukrainian communities received
much wider opportunities, including financial and
resource ones, but it is necessary to understand that most
communities outside regional centers and large cities also
inherited the problems of functioning and development of
rural, remote, depressed areas. The local resource for
their socio-economic development and guaranteeing the
proper quality of life is objectively insufficient. Local self-
government bodies, of course, can count on centralized
support, but the option of internal development using
existing potential looks more promising. Local
entrepreneurship seems to be the most practical of these.
Its activation is able to ensure employment of the
population, household incomes, income to the local
budget, an increase in the gross domestic product of
communities, and improvement of the investment
capacity of territories.

Depressed territories in view of the objective
circumstances of their remoteness from regional centers
and territories of intensive economic growth, centers of
accumulation of business activity, capital and
investments, intellectual and personnel resources and
information flows are characterized by a lower level of
investment attractiveness, financial and economic
development and high-quality functioning of social
spheres. As a result of these and other circumstances,
starting and running a small business here is complicated
by a number of objective and subjective internal and
external obstacles. This, in turn, determines the specifics
within the framework of the state regulatory system of
supporting and stimulating the development of the small
business sector in rural areas.

Given these circumstances, as well as the limited
resource potential of local self-government bodies, the
option of activating inter-municipal communities in the
field of local economic development through the
implementation of a joint policy of stimulating the
development of small businesses in depressed territories
looks promising.

Analysis of recent research and publications. The
theoretical and methodological foundations of the
functioning and development of territorial communities
are sufficiently comprehensively revealed and worked out
in the scientific works of O. Bobrovska [1], |I. Degtyareva
[3, p.141-148], V. Nebrat [7, p.34-49], K. Tyshchenko [9]
and other publications. Institutional-legal and
institutional-organizational foundations of state and
public policy of ensuring socio-economic development of
territorial communities are described in the studies of S.
Hrab [2, p.25-30], Yu. Kyrychenko [4, p.451-457], V.
Nakonechny [6, p. 283-289] and other scientists. To a
greater extent, the practical provisions of the functioning
and development of territorial communities, including
due to the stimulation of small business development in
rural areas, have been sufficiently studied and revealed by

R. Lupak and A. Didych [5, p. 248-252], K. Popova [8 , p.
290-297].

However, not enough attention is paid to the issues of
inter-municipal cooperation of communities. Therefore,
further scientific research in the field of finding new, more
qgualitative and effective mechanisms and tools of
cooperation of territorial communities, capable of
providing a new impetus to the development of small
businesses in the depressed territories of Ukraine, is
promising.

Formulation of research goals. The purpose of the
article is the identification of problematic aspects, as well
as the justification of recommendations in terms of
development and improvement of the effectiveness of
inter-municipal cooperation of territorial communities to
ensure the development of small entrepreneurship in
rural areas of the country.

Outline of the main research material. The small
business sector, which is formed by the totality of its
representatives - small business entities, as well as the
relationships between them, assets and resources, rights
and the corresponding business environment, plays an
important economic and social role. Therefore, it is, on the
one hand, an important object of state regulation, and, on
the other, an instrument of influence on ensuring
qualitative and structurally balanced progress of
territories. The criterion for the implementation of such a
task is the level of implementation of the potential of
small business development as a set of conditions for the
functioning of small business entities and the resources
they have at their disposal and to which they have access,
which allow to achieve systemically and structurally
balanced results of the development of the small business
sector and its high role in the system of the economic
complex of the territory.

Today in Ukraine, despite the large-scale negative
consequences of the war, the most problematic aspects of
the functioning and development of small business
entities in depressed territories are:
lack of financial, investment and resource
support (primarily due to the high cost of bank lending and
lack of financially capable investors);
lack of qualified personnel (caused by the
increasing scale of external labor migration, deterioration
of human capital, lack of skills necessary for starting and
carrying out entrepreneurial activities, low level of
prestige of work in the countryside and high
unemployment);
the presence of shortcomings in the regulatory
and legal regulation of the development of small business
entities (as a result of the lack of effective economic
incentives for the formation and development of
investment activities of small business entities and the
attraction of public funds and labor migrants for
investment purposes);
the presence of systemic deficiencies in the
business environment of the functioning of small business
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entities in rural areas of the state (underdevelopment of
the general infrastructure, insufficiency of financial and
market infrastructure facilities, underdevelopment of the
domestic market).

As already mentioned, local self-government bodies
are the key subjects of implementing the policy of
stimulating the development of small businesses in rural
areas. However, their capabilities are limited, and, on the
other hand, they cannot count on sufficient support from
central and regional authorities. That is why attention
should be paid to the opportunities that open up as a
result of establishing and increasing the scope of inter-
municipal cooperation of communities in the field of
stimulating the development of small entrepreneurship.

Assessment of the state and degree of
implementation, as well as the formation of directions and
principles of the policy of community cooperation in the
field of formation of the potential for the development of
small entrepreneurship requires the identification of its
components. As a result of the generalization of the
theoretical and methodological provisions, it was
established that the components (and their components)
of the potential of small business development are
economic (natural-resource; financial-investment;
material-technical; intellectual-personnel; scientific-
technological; innovative; organizational-economic
relations) , social (reproduction of the population;
development of the social sphere; intellectual and labor;
development of the labor market and employment;
professional and qualification development) and political
and social (realization of the development potential of
territories; investment environment; capitalization and
private property; development of the middle class;
democratization of society).

Adherence to the principle of planning of inter-
municipal cooperation of communities actualizes the task
of developing and implementing in Ukraine local
(preferably in a combination of several communities
and/or their territories) strategies for the development of
small businesses in rural areas, designed to ensure a
unified approach to defining strategic guidelines and
tasks, directions for the formation of business
infrastructure , the implementation of tools for the
formation of financial and resource support, methods of
monitoring and assessing the state and effectiveness of
the implementation of state regulation. Common
elements of the strategies should be: analysis of socio-
economic prerequisites, factor-resource opportunities
and potential of small business; justification of the
purpose and strategic goals of strategy implementation;
definition of operational goals.

The main goal of the strategy should be the
elimination of disparities in business activity, the transfer
of business development emphasis from the regional
center to district centers and to rural areas to improve the
basic indicators of small business development in rural
and depressed areas and bring their values closer to the
average regional and average state levels, and strategic

goals — 1) realization of the development potential of
small entrepreneurship in promising types of economic
activity; 2) realization of the potential of the small
business sector in the context of the formation of the
"European village"; 3) implementation of the innovative
potential of the small business sector in the economy of
rural areas of Ukraine; 4) development of intellectual and
personnel support of small business and implementation
of its role in improving the quality of life of residents of
rural settlements; 5) realization of the development
potential of small entrepreneurship in the system of
sustainable development of rural areas. The key elements
of the strategy implementation mechanism are regulatory
and legal, organizational and managerial, financial and
resource support and informational and methodological
support, monitoring and control of strategy
implementation, tools for its adjustment.

Within the framework of the strategy, strategic and
tactical targets of state regulation are determined. But
their achievement is ensured as a result of the
implementation of specific measures and the use of direct
means of state policy, which must be implemented
according to the key directions of state policy, which are:
(1) development of financial and resource support of the
small business sector; (2) improvement of the business
environment of commercial economic activity in rural
areas; (3) improvement of the regulatory and legal
environment of business in rural areas (Fig. 1).

The implementation of the specified measures of state
regulation objectively requires the improvement of the
system of financial and resource support for the
establishment and further development of the small
business sector in rural areas of Ukraine. The elements of
financial and resource support are financial, labor and raw
materials, material and technical support, land plots,
premises, technical and technological base, commercial,
sales and logistics infrastructure, investments, modern
technologies, innovations, consulting, marketing, legal,
etc. support, information, knowledge, intangible assets,
intellectual property.

Their complex involvement from the following sources
can be seen: resources of subjects of the financial and
credit system; funds of specialized funds and structures of
financial and credit support for small businesses;
population resource formed mainly due to income from
foreign labor migration; state budget and grant support;
funds of international technical assistance funds.

At the same time, the main tools that should be used
by local authorities are the institutionalization and
implementation of specialized bank financial and credit
programs and the attraction of migrant workers' funds;
budget and grant support; involvement of international
technical  assistance;  strengthening the  social
responsibility of business for personnel training; creation
and development of local integrated systems and clusters;
provision of free land plots and premises for preferential
use; support of franchise programs; creation and support
of the functioning of electronic and communication sales
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platforms and networks; development of consumer,
agricultural and credit cooperation in the countryside;
support of cooperation projects of small business entities
and educational, research structures and innovative firms;

creation of a system of business incubation support for
small entrepreneurship and development of effective
elements of the business infrastructure; realization of the
creative entrepreneurial potential of the rural population.

Policy directions

2

v

v

Improvement of the system of
resource provision

Improvement of the business
environment

Improvement of normative and
legal regulation

Means of politics v

e budgetary and financial support
of socially and economically
significant small business projects;
e activation of involvement and
implementation of small business
development projects by means of
external financial and technical
support;

e support of financial and leasing
programs for the development of
small business entities;

e development of infrastructure
for financial and resource support
of small businesses in rural areas;
e improvement of the system of
information and consulting
provision regarding access
possibilities and ways of attracting
financial, credit and investment
resources by small business
entities;

e stimulating the implementation
of programs for the formation of

¢ adoption and implementation of
strategies and programs for
realizing the potential of small
business development in rural
areas;

¢ implementation of other
elements of strategic planning and
programming for the development
and implementation of small
business projects in rural areas;

e stimulating the development of
promising types of economic
activity in rural areas for the
entrepreneurship sector;

e development of the
infrastructure to support the
progress of small business sector
entities;

® improving the system of
informational and advisory support
for the development of small
businesses in rural areas

e formation of economic
incentives and institutional
foundations for the creation of
local integrated systems,
horizontal and vertical integration
of small business entities;

¢ implementation of organizational
and economic measures aimed at
improving the investment climate
of rural areas;

e institutionalization of the system
of measures for the
implementation of the Plan for the
development of basic types of
economic activity by
representatives of small
businesses;

e development and distribution of
regulatory and methodological
recommendations for starting and
developing one's own business in
business areas promising for rural
areas;

internal financial resources for the
development of production

e application of social
infrastructure elements

Figure 1 — Directions and means of the policy of inter-municipal cooperation of communities in the field of development of
depressed territories by means of small business support

Source: author's development

Assessment of the state and degree of
implementation, as well as the formation of directions and
principles of inter-municipal cooperation of communities
in the field of forming the potential for the development
of small entrepreneurship in depressed territories
requires the identification of its components, which are
economic (natural-resource; financial-investment;
material-technical; intellectual-personnel; scientific and
technological; innovative; organizational and economic
relations), social (reproduction of the population;
development of the social sphere; intellectual and labor;
development of the labor market and employment;
professional and qualification development) and political
and social (realization of the development potential of
territories; investment environment; capitalization and

private property; development of the middle class;
democratization of society).

Considering the objective circumstances of their
remoteness from regional centers and areas of intensive
economic growth, centers of accumulation of business
activity, capital and investments, intellectual and
personnel resources and information flows, rural areas
are characterized by a lower level of investment
attractiveness, financial and economic development and
quality functioning of social spheres. As a result of these
and other circumstances, starting and running a small
business here is complicated by a number of objective and
subjective internal and external obstacles. This, in turn,
determines the specifics within the framework of the
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state regulatory system of supporting and stimulating the
development of the small business sector in rural areas.

The study and generalization of the provisions of the
world experience in this area is important for its analysis
and further adaptation in the implementation of an
effective policy in this area in Ukraine. At the same time,
the generalization of relevant provisions according to the
functions of state policy is of particularly high theoretical
and applied importance.

In particular, for the proper implementation of the
analysis function within the framework of the policy in the
analyzed area, it is important to implement a thorough
and comprehensive statistical observation of the state
and development trends of small business entities at the
level of districts, small towns, and villages, as well as to
conduct periodic sociological and expert surveys
regarding prospects, as well as obstacles to business
development; planning functions - to ensure coordination
of the provisions of national, regional and local programs
for the development of small businesses, rural areas,
agriculture and other types of economic activity that are
promising at the sub-regional level; the functions of the
organization are to create a centralized and responsible
structure for managing the development of rural areas,
their economic complexes and sectors of the economy, to
develop a consulting system, as well as to ensure the
integration of small business representatives of rural
areas into the economic complexes of regions, more
economically developed and investment-attractive
territories and the state; regulatory functions - to
implement  stimulating measures to overcome
monospecialization and improve the structure of the
economy of rural areas by supporting the development of
alternative types of economic activity, providing
guarantees and financial and credit support, tax incentives
for the development of production capacities of small
business entities; control functions - to create proper tax
and fiscal control of finances allocated to support rural
areas and small entrepreneurship, to support scientific
research on the problems of the development of the small
business sector in rural areas, to develop systems of
institutions for public control of the policy of sustainable
development of rural areas and the formation of high-
quality business in them - environments.

Conclusions. Therefore, a promising vector for
realizing the potential of local economic development is
the cooperation of territorial communities of Ukraine in
the sphere of stimulating the development of small

businesses in depressed rural areas. Effective cooperation
of communities in this area should be implemented in
accordance with a specially developed strategy with the
following elements: analysis of socio-economic
prerequisites, factor-resource capabilities and small
business potential; purpose and strategic goals;
operational goals; strategic analysis of alternative
implementation scenarios, strategy implementation
measures; financial and resource support; method of
monitoring control of strategy implementation and
evaluating its effectiveness. The goal of the strategy is to
eliminate disparities in business activity, to shift the focus
of business development from the regional center to the
district centers and to rural areas in order to improve the
basic indicators of small business development in rural
areas and bringing their values closer to the average
regional and average state level, and the strategic goals
are 1) realizing the potential of small business
development in promising types of economic activity; 2)
realization of the potential of the small business sector in
the context of the formation of the "European village"; 3)
implementation of the innovative potential of the small
business sector in the economy of rural areas of Ukraine;
4) development of intellectual and personnel support of
small business and implementation of its role in improving
the quality of life of residents of rural settlements; 5)
realization of the development potential of small
entrepreneurship in the system of sustainable
development of rural areas.

The comprehensive impact of inter-municipal
cooperation on the formation and realization of the
development potential of small businesses in depressed
areas can be achieved under the condition of full
implementation of appropriate measures in the following
directions: 1) improvement of the system of financial and
resource support of small business entities; 2)
improvement of the business environment of their
operation; 3) improvement of the system of normative
and legal regulation of the development of the small
business sector. The development of the so-called road
maps with the content of measures (correlated in time
and space), their executors, financial and resource
support, target orientations and expected results, their
monitoring methodology, control and responsibility
system.

Further scientific research in this direction concerns
the formation of management characteristics of the
development of cooperation of territorial communities.
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