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ENSURING OF THE SOCIO-
ECONOMIC DEVELOPMENT
OF REGIONS OF UKRAINE
ON THE BASIS OF METHODS
OF INDICATIVE PLANNING

Abstract

The development of the world economy is accompanied by the emergence of new
causal relationships that shape the conditions and determine the features of the eco-
nomic development of the regions of Ukraine in a complex and changing environment.
Modern economic development requires searching for new effective means of plan-
ning to increase the level of welfare as the basis for the socio-economic development
of the state as a whole. To solve this problem, indicative planning methods can be
used. The purpose of the study is to develop the directions of indicative planning to
ensure the socio-economic development of the regions of Ukraine in the conditions
of economic transformations. The object of research is the process of socio-economic
development of the regions of Ukraine, which is based on the use indicative planning
methods. Planning of social and economic development in the dynamic conditions of
structural and organizational transformations of the national economy, starting the
investment and innovation activity is an actual, complex and multifaceted problem.
For its effective solution, it is necessary to use effective means of economic appraisal
of expediency, effectiveness and risks of socio-economic transformations, as well as
appropriate means of planning, which should include indicative planning. The use of
indicative planning is an adequate means of establishing substantiated guidelines for
balanced socio-economic development at the macro level. Usage of the indicative plan-
ning system in general is decided according to the principle: the market - as much as
possible, the plan - as needed.

Keywords indicative plan, economic systems, development, region,

stability, Ukraine

JEL Classification 011, 020, R58

INTRODUCTION

Today Ukraine’s national economy integrates into a global economy
in which there is a tough competition for limited financial resources
and markets. In order to achieve success in this struggle, active coop-
eration between all branches of power and society in the direction of
determining the national priorities, prospects and directions of devel-
opment, as well as the search for the most effective ways of their im-
plementation, is required. The necessity and urgency of the research
of the national economy in the aspect of its planning and regulation
are due to the fact that in the course of market transformations, there
was an underestimation of the process of regulation of the economy
and, as a result, inadequate to the potential use of the state regula-
tory system. This emphasizes the importance of this problem, which
corresponds to the theoretical-methodological and conceptual-termi-
nological concept of regulation of the economic system. The meth-
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odological, theoretical and applied significance of solving this problem is to justify the mechanism of
functioning of the modern economic system with the use of indicative planning and regulation as the
most important conditions for the progressive development of a mixed economy, which are a guideline

and a prospect of Ukraine’s development.

Indicative planning and regulation of the modern economic system is a relatively new object of analysis.
The complexity of the problem is determined by methodological differences in solving the issue of the
relationship between planning and regulation of the economy, as well as the possibility and reality of
solving this problem by means of economic theory. The idea of the indicative planning is that the gov-
ernment influences economic development more quickly through coordination and information than

through policy decisions and issuing guidelines.

1. ANALYSIS OF RECENT

RESEARCH AND
PUBLICATIONS

At the present stage, in the scientific literature,
there are several approaches to the definition of
“indicative planning™

« indicative planning is the state planning while
maintaining the independence of enterprises
(this definition is based on Chinese experi-
ence) (Mihasuk, 2000);

o indicative planning is the information orien-
tation of private enterprises and encourag-
es them to fulfil the tasks formulated be the
state (this approach was widespread in Japan)
(Shiyan, 2008);

o the indicative plan contains obligatory tasks
for state enterprises in the form of govern-
ment orders, limits, etc., and private enter-
prises are forced to adapt to the actions of the
state (Mihasuk, 2000);

« indicative plan is a mechanism for the equal
cooperation of state institutions and econom-
ic entities (this type of planning was charac-
teristic of French practice) (Mihasuk, 2000;
Shiyan, 2008).

The essence of indicative planning and its meth-
odology was investigated in the work of Dudkin
(1997), the role of indicative planning in imple-
menting the economic strategy of the exit of
Western European countries, in particular France,
from the economic crisis of the postwar period,

was investigated in the works of Polterovich (2006),
foreign experience of indicative planning is de-
scribed in the publication by Tymoschuk (2005),
and the study of the stability of economic systems
of various levels was described in the writings of
Kozlovsky (2010, 2013).

According to Markova and Kuznetsova (2015),
“the idea of the indicative planning is an important
factor in ensuring economic growth, improving
the economics structure, are the leading tools for
optimizing economic development at the state and
other levels of government”.

Greenberg (2006) believes that planning “can only
be indicative”, while indicative planning in its in-
terpretation is understood as “market-oriented”.
Obviously, such an approach leads to the preser-
vation of classical and market economy laws, be-
cause it reduces the role and importance of the
plan, placing the market at the forefront of socio-
economic development.

Tymoshchuk (2013) believes that “indicative plan-
ning is a process of forming a system of indica-
tors that characterizes the state and development
of the country’s economy and corresponds to the
state social and economic policy in developing
measures of state influence on social and econom-
ic processes to achieve the mentioned indicators”.
Indicative planning is based on the establishment
of government priorities, the coordination of ac-
tivities of economic entities and the indirect mo-
tivation of their activities in achieving the goals
set by the state using economic instruments. The
benefits of indicative planning include the con-
sistency of planned solutions, increased stability,
control over the provision of the country with the
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minimum necessary volume of certain types of
products and reducing the level of uncertainty in
a market economy.

On the other hand, Polozenko (2004) says that in-
dicative planning, in contrast to the directive one,
is implemented on fundamentally new method-
ological and organizational principles, without in-
terference of the authorities in the production and
financial activity of enterprises, regions at all lev-
els of government. This contributes to the devel-
opment of local initiatives and allows commodity
producers to respond in time to the demand that
forms the structure of production. The basis of
the indicative planning model is the real natural
and economic conditions of the regions used by
the manufacturer when making a business plan,
considering the needs of the market. Marketing
program, which integrates a whole range of mea-
sures to ensure price policy, optimizes the market
of goods and sales, has a special weight.

Psarev (2010) proved that the formation of an in-
dicative plan for the short and medium term is
possible only if there is an approved concept and
strategy for the development of an administrative-
territorial unit — a region that defines the goals
and priorities for development in the long-term
period, as well as a system of actions for achieving
these goals. The results of theoretical studies and
practical experience of strategic planning make it
possible to conclude that there is a need for a hier-
archical approach to the classification of goals and
objectives of strategic development.

According to Yevseyeva (2011), “There is no co-
herent system of indicative planning in Ukraine
many provisions of state regulation remain con-
troversial. This necessitates the development of
relevant principles, priorities, and the algorithm
of the process of indicative planning at different
levels, and accordingly, it actualizes and defines
the prospects for further scientific developments
in this direction”.

Pogrebnyak (2005) and Yurynets (2016) note the
imperfection of the institutional planning system
in Ukraine and believes that such a system should
be based on three elements: the first executes the
management of the planning process and has ad-
ministrative powers; the second provides scientific
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support for planning; the third is a forum for ex-
change of ideas and understanding of important
issues.

At present, in Ukraine, the problem of using in-
dicative planning is only discussed. So, although
the academicians of the National Academy of
Sciences of Ukraine Geyets, Panchenko, Libanova
(2003) didn’t address this problem, focusing on
many issues of budget planning, the use of indica-
tive planning methods remained open.

Noting the diversity of fundamental approaches to
the disclosure of individual aspects of the subject
under study;, it is worth emphasizing that the the-
oretical and methodological aspects of indicative
planning and regulation of the economic system
are in demand for scientific research. Relevance,
lack of theoretical and methodological develop-
ment of these problems, discussion nature of in-
dividual issues determined the choice of research
tasks.

2. THE PURPOSE
OF THE RESEARCH

The purpose of this study is to develop mecha-
nisms for indicative planning to ensure the socio-
economic development of the regions of Ukraine.

3. MAIN RESULTS
OF RESEARCH

The scientific substantiation of the methodology
of the indicative planning of the socio-economic
development of the regions of Ukraine envisages
the reflection of the natural, geopolitical, socio-
economic, national and cultural and other condi-
tions of the country and ensuring unity in region-
al diversity under the influence of the processes of
globalization. The peculiarity of modern regional
problems in Ukraine is determined by the inter-
weaving of a number of complex transitional pro-
cesses: people.

The scientific substantiation of the methodology
of the indicative planning of the socio-economic
development of the regions of Ukraine envisages
the reflection of the natural, geopolitical, socio-



economic, national and cultural and other condi-
tions of the country and ensuring unity in region-
al diversity under the influence of the processes of
globalization. The peculiarity of modern region-
al problems in Ukraine is determined by the in-
terweaving of a number of complex transitional
processes: growing socio-economic differences
between regions, the emergence of problem re-
gions, complex relations between the “centre” and
regions, the disintegration of the economic space.
Implementation of the strategy of territorial devel-
opment of the country requires not only the inten-
sification of regional policy, but also the improve-
ment of legal, institutional, economic mechanisms
of state relations.

The most important aspects of the moderniza-
tion of the Ukrainian economy and its sustain-
able development (Kozlovskyi, 2013) are the sup-
port of the necessary territorial proportions in the
economy, prevention of excessive differentiation
of regions in terms of socio-economic develop-
ment, ensuring the effective functioning of the
Ukrainian market.

In scientific research, Ansoff (1999) emphasizes
“that only centralized-directive planning, and not
indicative planning or programming of the econ-
omy, is incompatible with the market”. Meanwhile,
some domestic economists, in principle, without
rejecting this thesis, deny the possibility of using
indicative plans in modern Ukrainian conditions,
referring to the underdevelopment of the institu-
tional system of the Ukrainian economy. However,
the latter can serve as proof rather than “against”,
and “for” the rapid establishment of a system of
indicative planning, which is designed to provide
at least a minimum level of consistency in the ac-
tivities of business entities.

Often, under indicative planning, they understand
the way of regulating economic processes by set-
ting a certain goal of socio-economic development
and creating state financial and other incentives
for those enterprises that agree to act in accor-
dance with state recommendations (Kozlovskyi,
2013).

Accordingly, indicative planning should be char-
acterized as a mechanism for coordinating state
and non-state actors of economic management,

Problems and Perspectives in Management, Volume 15, Issue 4, 2017

which combines state regulation of the economy
and market self-regulation, which is based on the
development of a set of indicators (indicators of
socio-economic development).

The indicative plan contains two parts: indicative
and legislative. In particular, in the indicative part,
the state authorities determine the priority eco-
nomic goals, variants of prediction of structural
changes, scientific and technological progress, dy-
namics of key positions in terms of availability and
use of material and financial resources, changes in
the conjuncture of domestic and foreign markets,
price levels and ratios on the basis of analysis of
the functioning of the economy. The legislative
part of the indicative plan contains a budget plan,
the characteristics of the tax system, the bank in-
terest rate, depreciation rates, and the develop-
ment of a public procurement. The following are
the most commonly used methods of indicative
planning characterization: forecasts and perspec-
tive plans for socio-economic development; com-
prehensive target programs for solving problem
situations; construction of forecasts of the state of
affairs and dynamics of development of internal
and external markets (Shvedun, 2016).

The most important object of indicative planning
in Ukraine is the regions. The experience of imple-
menting market reforms at the level of Ukrainian
regions shows that one of the effective instru-
ments of state regulation of the region’s economy
should be indicative planning, methodology, tech-
nology and organization of which should be built
in accordance with market relations. The indica-
tive planning system in the region should meet the
following requirements (Kozlovskyi, 2010):

firstly, the indicative plan for the development
of the region should reflect the functions of
the regional executive authorities;

secondly, the indicative plan for the region’s
development should form the basis for the de-
velopment of a regional budget;

thirdly, the indicative plan for the region’s de-
velopment should contain information of in-
terest to entrepreneurs and potential investors
in terms of the level of socio-economic devel-
opment of the region, the benefits of the eco-

65



Problems and Perspectives in Management, Volume 15, Issue 4, 2017

<
<

—

Scientific support

!

— .
| Meaningful development

!

Working and implementation

!

Selection of the
methodical approaches
to development.
Substantiation of the
technology and
development stages.
Creation of a system of
instructors and methods
of development.
Definition of the general
concept and idea,
approval of the draft
structure and content of
the final document.
Choice of the
mechanisms for the
implementation of
planned tasks.

Analysis of the initial
situation in the economy
of the country and the
region.

Purpose and tasks of the
region's development
during the planned
period.

Strategic priorities and
directions of the
development.

Forecast of the
development options.
Targeted programs in the
priority directions.
Indicators of the
development reflected in
the plan.

Development and
adoption of the
documents for
organizing the
development of a plan.
Formation of a
coordination working
group.

Organization of the
ongoing work on the
development of the
plan.

Preparation of the
guidance documents for
decision making.
Organization of the
execution.

Figure 1. The structure of the development of the indicative plan for the region’s development

nomic policy of regional authorities and the
factors determining the investment climate;

o fourth, in the indicative plan for the region’s
development, it should reflect the continuity
and linkage with the long-term strategy of so-
cio-economic development of the region.

Indicative planning is the main working tool for
implementing strategic development plans, taking
into account the specific economic situation. The
indicative plan includes conceptual (the concept
of socio-economic development), forecast (fore-
cast of socio-economic development), planning
and regulating part (system of economic regula-
tors and state target integrated programs).
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For Ukraine, due to the specifics of its political
and socio-economic development, it is the most
expedient to use the strategic form of indicative
planning.

The strategic form of indicative planning involves
the development of a strategic plan, structured per
year, five years and a 15-years period, at the regional
level. In the conditions of the modern information
society for the subjects of economic activity, state
and society as a whole, it is particularly necessary to
scientifically substantiate the prediction of future
trends of scientific and technical and socio-eco-
nomic development. In this regard, it should be not-
ed that for normal activities of most sectors of the
economy, at least a 5-year perspective is required.



The main function of the indicative plan for the
socio-economic development of the region is the
substantiation and development of methods and
methods of the state-controlled influence on the
future trajectory of the development of the regions.
In the technology of developing an indicative plan,
the extrapolation of past trends should not prevail.
The primary task is to break down the negative
trends that have emerged in socio-economic de-
velopment and to stimulate economic growth.

The development of an indicative plan should be-
gin with the formulation of the goals of socio-eco-
nomic development of the region for a given per-
spective and the assessment of available resources
that can be used to implement these goals.

The general scheme of the healthcare of the phased
development of the regional indicative plan, pro-
posed by Kozlovskyi (2017) and supplemented
with such elements as control and feedback mech-
anism (see Figure 1).

Objects of indicative planning in the region are:

production sphere
construction);

(industry, agriculture,

infrastructure complex (transport and com-
munications, roads, power networks, heat,
water, electricity);

social sphere (education, culture, healthcare,
housing and communal services);

markets (commodity markets, stock markets,
services market, real estate);

territorial objects (territories of districts, cit-
ies, settlements, economic entities of different
forms of ownership).

The basis of the detailed development of the re-
gion is the system of the needs, which is divided
into two large blocks. This is a system of needs
of the population, on the one hand, and, on the
other hand the social production of the region. If
the system of human needs is due to its biological
and social nature, then the need for social produc-
tion is determined by the need for its sustainabil-
ity, recovery and efficiency. As a result, there are
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planned ways to improve the structure of produc-
tion, the solution of social problems, the imple-
mentation of foreign economic policy, environ-
mental protection, and so on.

In the indicative planning of the development of the
region, the coordination of the interests of the sub-
jects, participants are to choose the main directions
of development of economic entities, mutually ac-
ceptable to all participants in the economic activity.
In the process of coordinating the interests of partici-
pants in regional development, external conditions
for the realization of the goals formed by external
markets, the interaction of the region with the cen-
tre and other regions, and the natural environment
should be taken into account.

The system of priorities involves the concentration
of resources in certain areas in relation to the imple-
mentation of program objectives. However, such an
approach should not undermine the comprehensive
balance of the region’s economy. In accordance with
the system-wide principles of sustainable develop-
ment, the patterns of scientific and technological
progress, as well as the characteristics of the economy
of the region under study, the priorities should be di-
rected at strengthening of a number of its properties:
flexibility (adaptation to changing conditions); efhi-
ciency (realization of competitive advantages of the
region); progressiveness (compliance with advanced
technologies); environmental friendliness (environ-
mental protection); humanism (development of cul-
tural and intellectual potential of man).

The development of an indicative plan for the socio-
economic development of the region is closely con-
nected with the construction of the concept of de-
velopment that precedes it, embodied in the strate-
gy. The development of an indicative regional plan
is as close as possible to forecasting, which is rightly
considered as a component of indicative planning
(Lyulyov & Shvindina, 2017).

The analysis of the socio-economic situation in the
region serves as the main content of the pre-plan-
ning stage, the establishment of trends that are re-
flected in the indicative planning. Assessment of the
achieved level of development of the region makes it
possible to determine the potential of the region, the
degree of its involvement in production, to identify
unresolved problems. It is expedient to carry out the
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strategic analysis of the development of the region in
two main stages: 1) a retrospective analysis and ast
sessment of the current state of socio-economic de-
velopment of the region; 2) development of forecasts
for the development of a regional economy.

At the first stage of strategic analysis, it is expedient
to use the relevant information of statistical bodies,
materials of the branch, public and other institutions
and organizations. The main purpose of this stage of
strategic analysis is to assess the effectiveness of the
region’s development strategy in the past period.

The second stage of carrying out a strategic analysis
of the region’s development is related to the defini-
tion of the permissible range of possible options for
the development of the regional system with a view
to adopting the optimal solution.

The forecast of socio-economic development of the
region or regional forecast is a set of substantiated as-
sumptions, expressed in qualitative and quantitative
forms, giving an idea of the future parameters of the
region’s development. The basis of regional forecast-
ing is the assumption that the future state of the re-
gional system is largely determined by its past and
present status.

An integral feature of regional forecasting is a pro-
active reflection of reality, that is, the adaptation of
the economic system to the future. Such a reflection
makes it possible to solve the contradiction between
the initial conditions and the given development tra-
jectory. Moreover, the range of permissible trajecto-
ries of the region’s development and the possibility
of a proactive reflection of reality, depending on the
time horizon of the forecast, are changing. With the
expansion of the prediction horizon, an appropriate
expansion of the field of permissible development
trajectories occurs.

The indicative plan should be balanced, this is the
most important condition for the sustainable eco-
nomic development of the region, and it requires the
identification of regularities characteristic of both
the socio-economic system as a whole and its indi-
vidual components. For the dynamic development of
the regional socio-economic system, not only should
we maintain the proportionality between the indi-
vidual links, but also combine the changes of the
most different proportions that are in the structure
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of the economy. Only such a balance will ensure the
transition of the economy of the region to a higher
quality level.

An integral part of the process of forming a system of
indicators for an indicative plan for the region’s de-
velopment is the establishment of the threshold val-
ues of these indicators. Thresholds are quantitative
indicators that numerically reflect the maximum
permissible values from the standpoint of economic
interests of the development of both the region and
economic entities, the failure to comply with them
can lead to undesirable processes in the economy,
primarily disproportions. The level of threshold val-
ues is set in the course of forecast-analytical develop-
ments. An indispensable part of the regional indica-
tive plan are indicators of targeted programs to ad-
dress the most important socio-economic problems
and the placement of government orders.

Methods and models of analytical work used in the
preplanned stages of indicative planning are statis-
tical methods for processing dynamic series, regres-
sion and correlation analysis, index method, meth-
ods for calculating market concentration coefficients.
In developing the indicative plan, methods of justi-
fication of goals, program-target methods, methods
of decision-making are used. The complexity and
multi-stage development of an indicative plan for
the development of the region make it difficult to
find universal methods, so it is necessary to system-
atically use methods and models at various stages,
adequately describing the process of functioning of
planning objects that meet the goals and objectives
of the analysis and synthesis of planned problems.

The combination of methods and models is imple-
mented within the framework of a technological
scheme for the development of an indicative plan
for the socio-economic development of the region
(Figure 2).

The main purpose of indicative planning of socio-
economic development is the formation and imple-
mentation of a complex of analytical and forecast
documents, plans and programs that provide coor-
dinated activities of all participants in the planning
process. It is aimed at achieving the goals and objec-
tives of the region, creating favorable conditions for
the life and activities of all business and social ob-
jects, sustainable and safe development of society.
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Monitoring system

Figure 2. Technology and methods of developing an indicative plan for the region’s development

CONCLUSION

Consequently, indicative planning is an effective mechanism for realization of the strategic goals of
the development of regions of Ukraine, which is intended to address the priority issues of the regions,
promote the growth of living standards and the efficiency of regional governance. Further improve-
ment of theoretical and methodological foundations of the formation of institutional and legal sup-
port, mechanisms of regulation and interaction between the subjects of the planning process, the
implementation of modern methods of monitoring and programming are necessary. The indicative
plan outlines the main goals and objectives of regional development in the medium and short-term
periods. It is the basis for the development of economic programs. The quality of the indicative plan
depends primarily on the professional level of the team of developers, the activity of the stakehold-
ers involved in the planning process (government, business, and population), which contributes to
the consensus of interests of all parties and the improvement of the effectiveness of planning and
management. It is necessary to create a unified regional monitoring information system designed to
improve the quality of the analysis, evaluation, forecast and unified plan process. Indicative planning
successes are impossible without the effective use of organizational, financial, economic, adminis-
trative, institutional, regulatory and information mechanisms for the implementation of indicative
plans for regional development.
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The requirements for the system of regional strategic indicative planning are formulated taking into ac-
count the elements of state regulation, which consists in the fact that the indicative plan for the develop-

ment of the region should be formed on the existing powers of the regional authorities; form the basis for
the development of the regional budget; contain information of interest to entrepreneurs and potential
investors in terms of determining the direction of socio-economic development of the region, the ben-
efits of economic policy of regional authorities, factors affecting the investment climate, etc.

Thus, it was found that indicative planning is a process of forming a system of indicators that reflect the
state of socio-economic development of the region’s economy. Implementation of the regional manage-
ment of indicative planning system in practice is an instrument for realizing the strategic goals of socio-
economic development of the regions of Ukraine.
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