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Abstract. Innovation clusters are analyzed in the article from the perspective of cross-border
cooperation of regions. Types of clusters are highlighted, capable of adapting to cross -border
cooperation, which enables to identify and outline the instruments of economic policy, capable to
stimulate deepening of innovation processes in cross -border regions. Specialization and specifics
of gaining competitiveness through promoting new comparative advantages are defined as the
determining criteria for distinguishing the notions of *““cross-border cluster in the conditions of
cross -border cooperation” and ““cross -border innovative cluster”. The innovative cluster’s role is
analyzed in terms of its being a promoter of creating the innovation ecosystem as a highly
coordinated system of dynamics interlinks between economic agents and institutes, resulting in the
innovation activity, commercial success of projects and technological modernization of the
structure of national economies, which effectiveness is conditional on the conformity of the
institutional environment with the needs of R&D, education and business, and with the latter’s
capability to build the closed loop innovation cycle. The determinants of gravity of regional entities,
the dominant principles of cross -border cooperation, the determinants of effectiveness and
ineffectiveness of cross -border cooperation of border regions are defined; the multi-category
approach to assessment of the cross -border potential is given. The potential of customs tariff and
fiscal regulation in stimulating the innovation activity in the conditions of cross -border
cooperation is highlighted. The controversial character of “border” is identified from the
perspective of opportunities and threats for innovation activities, generated by it. Cross-border
cooperation is identified as a trigger for implementation of technological projects and innovation-
driven productions.

Keywords: cross-border cooperation, border region, innovation clusters, business innovation
centers, innovation process.

AHoOTaUiA. B cmammi posenanymo iHHOGAyiUHI Kiacmepu 3 NO3UYii MPAHCKOPOOHHO2O
cniepobimuuymea pecionie. Buoxkpemieno munu KiACMepHUx YmeEOopeHb, Wo MOXCYMb Oymu
aoanmuHi  npu  30IUCHEHHI ~ MPAHCKOPOOHHO2O  CRIBPOOIMHUYMSEA,  wo  00380ULO
i0oenmucpixysamu ma 8UOKpeMumu IHCMPYMeHMU eKOHOMIYHOI NONIMUKY, 30amHi CMUMYI08amu
no2IUONeHHs ITHMe2payiliHux npoyecie 8 npukopooHuux pezionax. Cneyianizayis ma ocooausocmi
00CACHEHHs KOHKYPEHMOCHPOMONCHOCMI 3d PAXYHOK HNPOCYBAHHSA HOBUX NODIGHANbHUX Nepesas
BUZHAYEHO K OemepMIHYIOYl KpUumepii po3mMexCcy8aHHs NOHAMb «IHHOBAYIUHULL KIACMep 8 YMOB8AX
MPAHCKOPOOHHO20 — CNIBPOOIMHUYMBA» ma «MpaHcKOpOOHHUU  IHHOBAYIUHUL  Kiacmepy.
Poszensanymo ponv innosayiunux xnacmepieé y CNpUsiHHI CMBOPEHHIO THHOBAYIUHOI eKocucmemu K
BUCOKO KOOPOUHOBAHOT CUCMeMU OUHAMIYHUX 83AEMO38 A3KI8, WO BUHUKAIOMb MIHC eKOHOMIYHUMU
azenmamu U IHCMUMYMAamu, pe3yabmylyucs 6 IHHOBAYIUHIU aKMUBHOCMI, KOMepYIiuHil
YCHIWHOCMI  NPOeKmié U MEeXHON02IYHIU MOOEpHI3ayii eKOHOMIYHOI CMpPYKmMypu 0epicasu,
ehekmusHicmob AKOI 3anedcums 60 CMYNeHs GIONOGIOHOCMI IHCMUMYYIUHO20 Ccepedosuyd
nompebam Hayku, oceimu U 06i3Hecy I 30amMHOCMI OCMAHHLO2O 3a0e3neuysamu 3aMKHYMICMb
iHHOBAYIIHO20 YUKTY. Busnaueno oemepminanmu manCiHHs pecioHaNbHUX Ccy0 €Kmis, 0OMIHAHMHI
NPUHYUNU MPAHCKOPOOHHOI OISIbHOCMI, OemepMIHAHMU epexmusHocmi ma HeedexmueHoCcmi
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MPAHCKOPOOHHO20 — CNIBPOOIMHUYMBA — NPUKOPOOHHUX — PE2iOHi8, a  MAKOMC  HABEOEHO
bacamokamezopianbHuil NioXio 00 OYiHKU NOMEHYIAy MPAHCKOPOOHHO20 pe2ioHy. Buokpemneno
nomeHyian MUmHO-MapugHo20 ma OOHCEMHO-NOOAMKOB020 Pe2YIIO8AHHA 8 CMUMYIIO8AHHI
IHHOBAYIUHOI AKMUBHOCMI 8 YMOBAX MPAHCKOPOOHHO20 ChigpodimHuymea. Ioenmugikosano
KOHMPOBEPCIUHUL XAPAKmep «KOPOOHY» 3 NO3UYIU NPOOYKOBAHUX HUM AK MOICIUBOCMeEl, MAK |
3aepo3 0nsa iHHoBayiuHol OisnvHocmi. TpanHcKopOoHHe CniBpOOIMHUYMBO I0eHMUPDIKOBAHO K
mpueep peanizayii mexHoI02IYHUX NPOEeKMi8 Ma IHHOBAYIUHO20 8UPOOHUYMEA.

KuouoBi cjioBa: TpaHCKOPIOHHE CITIBPOOITHUIITBO, NMPUKOPAOHHUM PETiOH, 1HHOBAIlINHI
KJIacTepH, O13Hec-1HHOBAIlIHI [IEHTPH, IHHOBAILIMHUI MpOIIeC.

AHHOTAanusl. B cmamve paccmompenvl UHHOBAYUOHHBIE KIACMEPbL C  NOUYUU
MPAHCSPAHUYHO20 COMPYOHUYECNBA pPecUuoH08. Bvidenenvt munvli KiacmepHulx 00pazosanull,
Komopble Mo2ym Obimb a0anmueHbIMU HPU OCYWECMBIIeHUU MPAHCSPAHUYHO20 COMPYOHUYecmsd,
YUMo NO360AUN0 UOEHMUDUYUPOBAMb U ONPEOenUms UHCIMPYMEHMbL IKOHOMUUECKOU NOAUMUKU,
CHOCOOHbIE CIMUMYIUPOBAMb YelyONeHue UHMeZPaAYUOHHbIX NPOYECCO8 8 NPUSPAHUYHBIX PeSUOHAX.
Cneyuanuszayus u 0CO6eHHOCMU OOCMUNCEHUS KOHKYPEHMOCNOCOOHOCIU 34 cYem NPOOBGUIHCEHUSL
HOBbIX CPABHUMENLHLIX NpPeUMyujecme onpeoeieHvl Kak OemepMuHupylowue Kpumepuu
PAasepanuyeHuss  NOHAMUN  «UHHOBAYUOHHBI  Kiacmep 6  YCI08UAX — MPAHCSPAHUYHOZ0
compyoHuyecmeay U «MPAHCSPAHUYHBIL UHHOBAYUOHHLIL Kiacmepy. Paccmompena ponw
UHHOBAYUOHHBIX KIAACMEPO8 6 COOeUCMBUU CO30AHUI0 UHHOBAYUOHHOU IKOCUCHEMbl KAK 8bICOKO
KOOPOUHUPOBAHHOU  cucmembl — OUHAMUYECKUX  63AUMOCEA3eU,  GOZHUKAIOWUX — MEHCOY
IKOHOMUYECKUMU A2EHMAMU U UHCTMUMYMAMU, U UMEIOWUMU CEOUM CE1e0CmEUeM No8bluleHUe
UHHOBAYUOHHOU AKMUBHOCMU, KOMMEPUECKOU YCHeWHOCMU NPOeKmo8 U MexHONI02UYeCKoU
MOOEPHUZAYUU IKOHOMUYECKOU CIMPYKMYPbL 20CY0apcmed, 3¢ pekmuenocms Komopou 3a8ucum om
cmenenu COOMBemMcmeus UHCMUMYYUOHANbHOU Cpedbl NOMpeOHOCMAM HAVKU, 00pa308aHus u
OusHeca u CcnocooHocmu NocieoHe20 00ecneyusams 3aMKHYMOCMb UHHOBAYUOHHO20 YUKIA.
Onpeoenenvl 0emepmMuHaHmvl NPUMSANCEHUS PESUOHAIbHBIX CYOBbEKMO08, 0OMUHAHMHbLE NPUHYUNDL
MPAHCSPAHUYHOU  OesIMENbHOCMU, O0emepMUHaHmol dghgexmusHocmu u  Hedppexkmusnocmu
MPAHCSPAHUYHO20 — COMPYOHUYECMBA — NPUSPAHUYHLIX — PEGUOHO8, a  MakKdxce  NpugeoeH
MYTLIMUKAME20PUATbHULL  NOOX00 K  OYeHKe  NOMEHYuala  MmpaHCZPaHUdHO20 — PecUuoHd.
IIpoananusuposan nomeHnyuan mamodceHHO-mapugdHo20 u 6100HCeMHO-HAI0208020 Pe2yIUPOBAHUS]
8 CMUMYIUPOBAHUU UHHOBAYUOHHOU AKMUBHOCMU 8 YCI08UAX MPAHCCPAHUYHO20 COMPYOHUYEeCmaa.
Hoenmughuyuposan npomugopeuusvlii xapakmep «2paHuyy ¢ NO3UYUll KAk OMKpPblBAeMblX UMU
803MOJICHOCIEN, mMAK U yepo3 Oisl UHHOBAYUOHHOU  OeamenvHocmu. Tpancepanuunoe
COMPYOHUYECMB80 UOCHMUDPUYUPOBAHO KAK Mpuceep peanu3ayul mexHon0SUUecKux npoekmos u
UHHOBAYUOHHO20 NPOU3BOOCEA.

KiroueBble  cj0Ba:  TpaHCTpaHMYHOE  COTPYAHHUYECTBO,  IOIPAHUYHBIA  PETHOH,
MHHOBAIlMOHHBIE KJIACTEPbl, OM3HEC-UHHOBAL[MOHHBIE IEHTPbI, UHHOBALMOHHBIN IPOLIECC.

Introduction. A viewpoint commonly expressed today is that the key criterion for
assessment of the innovation activities at firm level is cluster formed by interlinked firms located on
a rather small distance from each other within one region; they operate in one industry, being
incorporated in one production chain, and combine their workforce and communication flows. In
the latest decades innovation clusters have been created in various countries. Firms incorporated in
these clusters operated in a variety of industries, from high tech ones, such as pharmaceutics,
computer technologies, manufacturing of research equipment and mobile phones, to more
conventional manufacturing industries, such as car making, apparel or footwear. These firms tend to
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interact with each other by exchanging workforce, providing information access, setting links
between manufacturers and suppliers, getting access to venture capital or by combinations of these
factors.

But not all the innovation companies operate in this way. There are essential differences in the
internal structure of the innovation clusters, with some of them putting stronger emphasis on the
production and others involved in the shared marketing. With more detailed analysis it becomes
obvious that homogenous clusters actually demonstrate the essential degree of heterogeneity from
the perspective of organization [17].

One of the quite recent assumptions is about the existence of various types of clusters, with
some of them incorporating firms not linked with other innovation enterprises in the same region in
spite of the relatively close location. It follows that they are located on the region’s territory, but not
involved in the regional innovation activities. Moreover, some of these firms are very small. In such
microfirms the importance of an individual innovator or inventor working in a firm is
reemphasized.

Compared with other forms of cooperation, the special role in the cluster’s success is
conditional on creating a well-structured chain for dissemination of technologies, new knowledge
and innovations. The gradual adoption of the network principle of the global economy organization
allows, to an essential degree, for integrating the advantages of hierarchical and market mechanism.
The networking of entities in the conditions of horizontal integration enables them to have the
supplementary synergetic effect manifested in the considerably higher competitiveness of these
entities and the whole system than the one occurring if business entities operated independently.
The effective combination of internal competition and cooperation inside a cluster in the process of
product making creates “cluster mechanism” for competitiveness enhancement. The awareness of
the clusters’ role in the innovation-driven economic development was gradually spreading across
domestic economies to reach the global level.

The purpose of the article. The assessment of cluster potentials in attracting investment and
generating innovations at mesolevel of cross-country cooperation, namely in the conditions of
cross-border cooperation, acquires significant importance (Cross-Border Cooperation (CBC)).

Recent literature review. The United Nations Economic Commission for Europe highlights
the following basic characteristics of clusters[14]:

- proximity of companies, enabling them to have financial benefits from production
cooperation, capital exchange and mutual learning processes;

- specialization of clusters, enabling companies to concentrate on specific activities with
keeping intact the interests of all the project participants;

- cooperative involvement of large numbers of entities in a cluster;

- combination of cooperation-based and competitiveness-based components in
networking of cluster participants;

- the importance of reaching certain “critical qualitative and quantitative” mass to achieve
the effect of internal dynamics and development;

- reliance on the long-term operation of a cluster;

- involvement of cluster participants in the processes of organizational, marketing and
technological innovations. Although clusters were designed as competitiveness
enhancers of regional economies, they did not feature a clear focus on innovation. As a
form of production concentration, an innovation cluster is created mainly due to the
availability of required nature resources.

However, as shown by P. Maskell [10], with the material culture becoming more and more
complex, production competencies acquire higher importance. Innovation clusters of our days differ
from the earliest ones in terms of their stronger focus on exports of technologies and products
compared with industrial clusters. Newly built clusters tend to be designed to develop cutting-edge
production technologies or create new markets and new products. The closed chain that emerges
(from creation of a product to its mass-scale manufacturing and introduction on the global market)
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gives evidence that “intra-cluster” advantages have been recognized internationally. If a newly built
cluster is to be competitive, its creators must be focused on the global market, because viable
clusters with operation limited by regional level are an exception rather than a rule. The problem of
creating an effective cluster is associated with its orientation on the manufacturing of goods that are
best on the globe. This, in turn, will require building a reliable chain of engineers, suppliers,
personnel. An important problem of a cluster may be absence of a well-established contact with
customers on foreign markets and lack of guarantees for the stable product sales. Even successful
clusters achieve the positive effect by concentrating resources and promoting goods through the
cluster brand. However, even multisectoral clusters can often be exposed to pressures of unstable
conjunctures of the global market. Also, clusters may face the problem of the relative closure of
some large companies that often are unable to cooperate with new suppliers or absorb new products
and technologies. The tendency to consider a cluster as a local phenomenon, with overlooking its
focus on the global level, seems to be erroneous [8]. It will never do well without cooperation of its
participants and expanding of horizontal links if even the necessary infrastructure is available. The
development of horizontal links within a cluster is often substituted by creating infrastructure for
the territories were clusters operate, which is often done at the expense of cluster participants.
Another problem faced by the clusters created by a government initiative is the bureaucratic
apparatus designed to supervise their development. Practices show that the cluster infrastructure, if
created on the basis of greenfield project but without assessment of the territorial potentials, may be
doomed to failure and will end up with financial losses for investors. For public officials it may
often be difficult to assess the knowledge concentrated in small innovative firms forming the cluster
core, to get awareness of the market capacities, and to use effectively the available resources.
Cluster managers who receive investment from the government but not always meet its expectations
are often engaged in active lobbying of their own interests irrespective of the cluster perspectives.
The bureaucratic element in a cluster is exposed to significant pressures from “trendy” movements
of science (informatics or biotechnology). It is, however, rather difficult to become a leader on such
markets, whereas the chances to fail are almost guaranteed. On the other hand, a refusal to be
involved in government-based clusters can have negative effects for their performance.

According to G. Popescu [12], in spite of the growing popularity of clusters worldwide and
their increasing support, clusters are too risky as an instrument: because the initiatives on cluster
creation tend to be time-consuming and expensive, the risks are also essential. Besides this, when
such cluster initiative is implemented, more than the half of its budget will be coming from the
public budget, and in most cases the cluster can hardly move to self-sufficiency. Bearing this in
mind, it is commonly believed that supporting already created clusters would be more effective than
creating new ones. A cluster can become low effective due to the improper quality of the
organizational structure chosen for it. When enterprises are organized into clusters, their integration
process has to rely on assessment of the company’s development potentials as part of the
specifically created cluster rather than on successful industries or companies. This assessment
should include analysis of the company’s financial and economic performance, its organization, its
information and intellectual capital. Other problems can be caused by lack of companies required
for the full-fledged development of innovation activities in a cluster. Besides that, a cluster may
incorporate the companies that are ill-suited for the effective innovation activities [7].

Most part of the clusters in the last decades specialized only on manufacturing of consumer
goods, and they were often created to enhance the economic competitiveness in selected territories
or regions. At the beginning of this century industrial clusters were launched more and more often,
engaged in logistics, ecology, information design, manufacturing of bio-medical drugs. The
innovation focus of clusters was becoming increasingly stronger: now it had to be the core
parameter of the competitiveness of clusters. With the cluster’s evolution the structure of its
participants gradually transforms. As the cluster is a system that develops, it is difficult to predict its
sustainability in the long run. The clusters that are successful nowadays (on account of science and
technology progress or the current conjuncture of the global market) may lose their prospects and
pace of development. Because a rapidly growing cluster often faces various kinds of limitations and
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barriers, implementation of collaborative investment projects can be spread over a long period of
time. As clusters existing in the global economy of our days differ by performance and development
pace, this can provoke a number of new risks for the policy, because it can lose the effectiveness.
Cross-Border Cooperation (CBC), a key priority of the European Neighbourhood Instrument, seeks
to reinforce cooperation between EU Member States and Partner Countries along the external EU
borders [6].

Main research results. From epistemological perspective, problems of ross -border

economic cooperation have interdisciplinary background and two principle components: the set of
theoretical, methodological and practical issues of the region’s economy development (with focus
on the hierarchical vertical of power “center — regions”, historic, ethnic & demographic, religious,
ecological, natural resource specifics of a region in the national labor division system), and issues of
international economic cooperation and integration (which are related with issues of optimizing the
specialization models, enhancing competitiveness of actors engaged in international economic
relations at all the levels etc.).

Cross -border regionalization as the spatially integrated form for political cooperation is
characterized by rise of new regions; its problems are solved by crossing national and
administrative borders, with the awareness of interrelations, interdependence and mutual interests
formed despite of these borders (Figure 1).

CROSS-BORDER REGIONALIZATION

\ 4

REGIONS
A 4 A 4
Homogenous Functional

— natural regions; parts of regions do not always have a
— regions with common cultural and similarity, but have high level of

historic identity; intraregional interactions and integration
— economic regions, integrated by a

common type industrial production.
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Figure 1. Cross-border regionalization pattern
Source: developed by the author

Determinants bringing regional entities together can be the following: political benefits from
mutual cooperation; the need for integration to achieve the objectives; identity of values, laying the
ground for the value-based integration; general history or its key points; geography, laying the
basis for integrating the territorial entities into a region; economic compementarity of business or
industrial entities operating within the boundaries of a territory [19].

Dominant principles of cross-border cooperation can be the following: basic institutional-
legal principles (independence, sovereignty and territorial integrity; equality of participants;
voluntariness; autonomy; legitimacy; administrative identity); basic economic-legal principles
(solutions of common problems; coherence of interests; focus; systemic nature; comprehensiveness;
hierarchy; spatial optimality) [18; 19].

Determinants for the effectiveness of cross-border cooperation between border regions can be
the following: geopolitical factors (neighborhood with peaceful states or hostile states, with the
threat of border removal resulting from warfare); geo-economic factors (capability to overcome
technological asymmetries by integrating in global value added chains; capability to pursue
expansionist trade and investment actions; capability to exploit the domestic market capacity and
diversify the economic structure); institutional factor (the higher is the inclusiveness of institutions
and the weaker is the extractive character of their operation, the easier the structural defects and
infrastructural inadequacies of a domestic economy and can be mitigated, and the higher are the
ability of economic entities to adapt to the challenges of cross-border cooperation); structural
factors (in view of the resource potential, mineral and human one: the existing specialization of a
region can be either a cooperation driver or a cooperation constraint).

Determinants of ineffectiveness of cross-border cooperation between border regions can be
the following: poor social-economic development of cross-border regions; differences in
administrative and territorial systems of bordering countries; national legal framework for cross-
border cooperation, if incomplete or not harmonized with the existing standards; inadequate
authorities of territorial communities in cross-border relations; immature system for government
support to cross-border cooperation; limited financial resources of local budgets; inadequate
participation of border regions in international development programs; poor awareness of essential
business results of entities engaged in cross-border cooperation.

In view of the above, a cross-border region can act as: the locality concentrating economic
resources and generating financial flows (resource-based competitive advantages); the institutional core
for national economies (institutional competitive advantages); the epicenter generating knowledge and
innovations (innovation-based competitive advantages) [15; 19; 20].

Cross-border regions at national, supranational or global level can demonstrate the “actor”
capacities conditional on their legal, institutional and socio-economic structure:

1) the capacity to articulate own interests and future development strategies;

2) the capacity to have impact on economic processes;

3) the capacity to interact with other non-government entities from the countries engaged in
cross-border interactions;

4) the capacity to hold negotiations (para-diplomacy);

5) the capacity for self-presentation.

In the country-specific realities, investment and innovation strategies cannot be built by
modeling “on blank space” on a given territory. Otherwise, the argument on the possibility of
creating absolutely new (even very *“advanced”) approaches by ignoring global practices that
proved efficient by decades of the productive work of leading companies would be wrong. A vital
problem, therefore, is finding out the common and the specific in the investment and innovation
strategies of countries, in order to enhance the effectiveness of cross-regional projects.

Cross-border cooperation should be considered in the context of building the advanced
institutional environment and creating the “high tech” model as the long-term development
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framework of the Ukrainian economy. Proven mechanisms for practical utilization of its capacities
can be found in global practices, which may involve a shared support, by two or more countries, of
high tech investment and innovation projects, building of transnational cross-industry high tech
clusters, networks of technoparks, business incubators, support to trial and design bureaus,
advanced companies focused on innovation or cross-industry science and technology centers.

Cluster form of organization enables for creating a specific form of innovation, the aggregate
innovation product. A. Markuzen distinguishes between five types of innovation clusters [9]:
(i) new industrial systems, built now in form of industrial districts; (ii) systems of “center —
network” type, built around several central corporations which operation is focused on the
innovation-driven development; (iii) the industrial platform for daughter companies, built in all the
countries irrespective of the innovation performance; (iv) the government oriented system, built as a
supplier of new technologies, and (v) a mixed type, built on the basis of technoparks. However, we
consider it appropriate to propose the author classification of innovation clusters.

Our analysis of innovation clusters from the cross-border perspective makes us believe that
cluster formations need to be distinguished and classified into the following types: innovation
clusters of border regions in the conditions of cross-border cooperation; cross-border innovation
clusters; transformational flexible clusters of natural regions; because this classification enables to
find out the specifics of relations between the participants of each cluster type and differentiate the
tools designed to deepen integration processes in border regions. The typology of innovation
clusters in the cross-border cooperation context is shown in Figure 2.

Innovation cluster of a | Transformation of an operating innovation
border region in the cluster in a border region into a full-
conditions of cross- fledged cross-border innovation cluster in
border cooperation the conditions of cross-border cooperation

>

Cross-border cluster

Figure. 2. Typology of innovation clusters from the cross-border perspective

Source: developed by the authors

Building and operation of innovation clusters in border regions is essentially similar to
regional innovation clusters as a whole. We believe that the phase “in the conditions” implies that
innovation clusters in border regions can use some additional advantages for cross-order
cooperation, such as a wider opportunity for Euroregions to promote innovation clustering of border
regions through financing, participation in cross-border cooperation projects etc.

We suggest that in the conditions of cross-border cooperation an innovation cluster in a
border region differs from a cross-border innovation cluster by several attributes. When it is
assumed that a cross-border innovation cluster is a cluster integrating participants from a cross-
border region (located on various sides of the border between two or more countries), the following
differences need to be emphasized:

First, these types of clusters differ by specialization. When considering the background for
building up an innovation cluster in a border region in the conditions of cross-border cooperation,
we believe that it will be appropriate to define the specialization of Ukrainian border regions, and
that the specialization of adjoining regions must not be identical to the specialization of the border
regions of Ukraine [16; 17]. Once cross-border innovation clusters are considered, a cross-border
area will have to be seen as the single area, with the single specialization of regions and equivalent
selection of potential participants in such cluster.

Apart from specialization, there are other differences distinguishing the concept of “innovation
cluster” in the conditions of cross-border cooperation from a cross-border innovation cluster. In
particular, the competitiveness aspect needs to the considered. When a cluster is being built, including
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an innovation one, we believe that it is supposed to enhance competitiveness in border regions. When
cross-border innovation clusters are expected to be built in a country, this competitiveness will
supposedly enhance the performance of two border regions: one is on the Ukraine’s side and the other
one is on the side of a country bordering Ukraine. However, when an innovation cluster in the
conditions of cross-border cooperation is considered, this competitiveness will promote the
development of economic potential in a Ukrainian border region. It should be noted that differences
between the analyzed types of clusters will be caused by different legal frameworks regulating their
operation, including taxation and custom one. Basically, innovation clusters in border regions in the
conditions of cross-border cooperation are considered by us as the primary phase of cluster relations
in a border area, because in future they may develop into the final phase, which is a cross-border
innovation cluster.

A peculiarity of cross-border clusters is that the intensity of network interactions in a cluster is
limited by the border erecting additional barriers for free movement of goods, workforce or capital.
Other barriers for cooperation may be different mentalities, languages, cultures or historical
backgrounds.

Strategies for promoting the innovation process at regional level in the context of cross-border
cooperation objectives. The regional innovation policy can, therefore, constitute the first and

important step in building up the national innovation system in Ukraine, with due consideration for
not only domestic specifics of regional mosaics, but international experiences as well. The
important factors to be born in mind in elaborating the national strategy are as follows:

- potentials of the border regions where the innovation policy will be conditional on
export orientation on neighboring external markets (orientation to export markets can
be a strong innovation driver given the depressed domestic demand);

- potentials of the regions that are remote from the center and often have specific
specialization;

- potentials of the depressive regions with urgent need to fight the crisis either through
new technological decisions on cost reduction (given the preserved industry structure)
or through creating radically new goods and establishing new companies
manufacturing them (in parallel with liquidating the industries either provoking the
crisis condition or failing to mitigate its negative effects; it should be added that in
Japan the crisis regions are seen as drivers of the innovation process);

- the existence of cross-regional differences in economic specialization (there are
regions with the well-established standardized production, and there are regions where
the economy is based on large capital investment, which essential parameters are vast
material assets, massive production output and turnover, huge social burden and high
impact on budgets); the existence of structural differences between regions, in
particular ones associated with opportunities for small and medium business (given the
weaker pressure from “national champions™) as the fundament for the whole regional
economy.

Given the economic openness and global liberalization, an effective system for market
relations cannot be built unless the hierarchy of the economic mechanism is cardinally changed:
from companies to the overall economic system, from elaborating the development strategy at all
the levels to the effective use of the array of advanced management methods.

Considering the realities of the investment and innovation process, it can be concluded that
the modern innovation system cannot be limited by internal or domestic R&D. Hence, the potential
opening up opportunities for sub-regional or cross-border cooperation can offer the singular or, in
many cases, the sole way for implementing technological projects or developing industries with
high information capacities.

However, change in the priorities needs to be accounted for, even in the innovation activities,
because the innovations’ quality and capacity to address strategic objectives of development rather
than the innovation “output” parameters have the largest importance. Also, regulatory approaches
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change, taking on the more explicit dynamic forms in response to the growing innovation and
information component of the economic process in the countries pursuing cross-border cooperation
policies. This distinguishes the new principles of regional and macroeconomic impact on the
innovation process from the ones that were most common in the world quite recently, in the late
industrial era, and were used as advanced means of impact on the real sector, to bring national
economies up to highly competitive international orbit (the approaches regarded as advanced
beginning with 70s of the past century, which can be referred to as the linear model of impact, are
shown in Figure 3).

Regional level of promoting the innovation process

Creation of local research teams,
cross-regional research Research

\ 4

Creation of cross-regional
laboratories for cooperative R&D Development

v
A

Stimulation of international
cooperative projects with
participation of selected regions

\ 4
A 4

Manufacturing

Credits and insurance for export
oriented industries Distribution

A 4

Figure. 3. The system for promoting the innovation process at regional level in the late
industrial era (linear model)

Source: constructed by the authors

The regional dimension in promoting the innovation process constitutes only one organic
“phase” in the regulatory mechanism of innovation; adapting the system logic of the total impact on
the innovation process effectiveness, it permeates the economic practice at various phases of
reproduction and innovation cycles. This logic of implementing the institutional authorities at meso
level is shown in Figure 4.
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REGIONAL LEVEL OF PROMOTING THE
INNOVATION PROCESS
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Figure 4. System for promoting innovation process at regional level in the information era
(the model of autonomous matrix)
Source: constructed by the authors

At the same time, it can be argued that the most effective means of impact on the conditions
for implementation of cross-border cooperation can be used at national level of the socio-economic
life. A separate problem that is largely concerned with the competencies of national governments
and regional administrations is a wide range of efforts to create an attractive image of the national
economic system and national companies, in order to widen opportunities for international
transactions in implementing cooperative projects on merging, removal of artificial barriers for
investment projects, reassuring foreign investors in the political stability, public transparence of
companies, continuity of trade liberalization and reliability of the system for protection of
intellectual property rights.

Also, the institutes of national level are supposed to act as initiators of cooperation with
regional administrative offices by rendering them the required organizational and financial
assistance in seeking for and promoting of innovation projects and projects initiators, analyzing the
needs of business entities, first and foremost small and medium enterprises (SME) with innovation
capacities; in actions aimed to strike the balance between the supply of and the demand for SME
services. There have been intensive efforts across the European continent on the expert review of
SME capacities at local, regional, national and transnational level, sponsored from European funds
[20]. The priority is given to innovation strategies (RTP/RIS/RITTS initiatives), training of
entrepreneurs (LEONARDO, ADAPT etc.), cross-region cooperation of enterprises (RECITE,
ECOS/OUVERTURE) and related projects or initiatives combining several projects, new sources of
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jobs, projects on information society (RISI), rural area development (LEADER), agreements on
territorial employment.

International organizations (associations, unions etc.) engaged in shared financing of
innovations, providing stimuli to cross-country cooperation of companies in the information field,
coordinating innovation management, thus pushing up local and regional development, constitute a
“follow up” of national institutions for promotion. Their operation reflect intentions to optimize
national economic systems in conformity with the sovereign interests of countries handing over the
respective responsibilities to them, on the one hand, and mobilization of tools that cannot be freely
accessed at country level.

An illustrative example of such international organizations is international non-profit
organization “The European Business and Innovation Center Network” (EBN), created in Belgium
and established in Brussels in 1984 by the General Directorate of the European Commission
“Regional Policy” (DG REGIO); EBN success is based on the triad: SME, innovation and local
development. According to official documents, the EBN’s objective is to develop and coordinate
the network of associated members, business innovation centers (BIC), and to expand its operation
in the EU regions and beyond (now EBN has nearly 150 full members and more than 50 associated
members). Because BIC are designed as tools for local and regional economic development, their
objective is to render assistance to the territories undergoing industrial restructuring and to lesser
economically developed EU areas [2; 3; 4; 5]. The BIC purpose is to provide services for
companies, with special emphasis on SME as a whole and the ones with “innovative image of
operation” and good capacities for growth.

An important area in intensification of regions’ development using the potential of
international cooperation is targeted effort of institutes (national and international ones) in setting
up cross-regional cooperation. Launched in the framework of geopolitical organization ASEAN,
such projects were subsequently regarded as mechanisms designed to stimulate economic and
cultural cooperation between countries of South-East Asia. Foreign capital flowed to South-East
Asia countries embodying economic and political stability in the region, such as Indonesia or
Vietnam. It was due to regional and sub-regional projects that the two countries left far behind
many developing countries by rates of economic growth.

A specific feature of “functional load” at meso level is emphasis on the development of
transport and communication systems and transit status (whenever possible). It should be noted that
international sub-regional level constitutes an implicit functional component of global transport
communications, which adds to technological capacities of transport routs and communications and
provides important organizational and institutional means of positive impact.

Conclusions.

Building up investment and innovation strategies in the context of objectives related with
cross-border cooperation requires, inter alia, utilization of the innovation cluster capacities. An
innovation cluster in a border region in the conditions of cross-border cooperation is defined by us
as the system for close relations, voluntary integration of research and education institutions,
business sector, general public, power offices, supplementary institutes and foreign partners in a
given sector (several sectors) of the regional economy, which covers the whole innovation chain
from the birth of a scientific idea to its practical implementation (manufacturing of finished
innovative product etc.), to enhance the competitiveness of a border region and increase living
standards of the population due to the synergetic effect from the utilized opportunities of cross-
border cooperation.

Considering the realities of the investment and innovation process, it can be concluded that
the modern innovation system cannot be limited by internal or domestic R&D. Hence, the potential
opening up opportunities for sub-regional or cross-border cooperation can offer the singular or, in
many cases, the sole way for implementing technological projects or developing industries with
high information capacities.
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