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FUNCTIONING OF THE LOCAL 
PRODUCTION SYSTEMS  
IN THE CONDITIONS  
OF ECONOMIC CRISIS 

SUSTAINABLE DEVELOPMENT  
OF LOCAL PRODUCTION SYSTEMS  
IN TIMES OF FINANCIAL AND  
ECONOMIC CRISIS 1 

Stanka Tonkova2,  
Mariana Kuzmanova3 

This research was supported by a Marie Curie International Research and Staff Exchange 
Scheme Fellowship within the 7th European Community Framework Programme. Executive 
summary: The work focuses on important issues related to measuring the results of the imple-
mentation of local production systems (LPS), as well as to stimulating their sustainable devel-
opment during the current financial and economic crisis. It offers a widely applicable open sys-
tem for metrification of LPS management based on quantifiable indicators and an innovative 
approach that enables synchronized management decisions over different periods of time. 

INTRODUCTION  

The European experience shows that one of the ways to increase the potential of the 
Bulgarian economy and to successfully respond to the international market competitive pres-
sure, especially in times of financial and economic crisis, is the establishment and the main-
taining of LPS development in regional systems, considered in the meaning embedded in the 
definition given by Local Production & Innovation Systems Research Network. According to 
that definition LPS are ìterritorial groupings of economic, political and social actors focusing 
their efforts on a specific group of interrelated activities. In Local production systems there 
are usually involved a wide range of interacting companies ñ manufacturers of consumer 
goods, suppliers, service companies, business consultants, marketers, consumers and others.î 4 

                                                           
1 Publication under project 295050 ÑFunctioning of the Local Production Systems in the Conditions of Economic 

Crisis (Comparative Analysis and Benchmarking for the EU and Beyond)î (FOLPSEC), FP7. 
2 Prof. D.Sc.(Econ.), University of National and World Economy (UNWE), Sofia, Bulgaria. 
3 Assoc. Prof. Dr., University of National and World Economy (UNWE), Sofia, Bulgaria. 
4 Networkís Website http://www.ie.ufrj.br/redesist/ (2009-05-05). 
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In Bulgaria the spontaneous processes of endogenous development are still little 
known1. The experience in the establishment and development of regional clusters in the 
Sevlievo municipality shows that these are based on the partnership between businesses 
and local authorities that leads to the achievement of several competitive advantages. Lo-
cal authorities could not only speed up the process of regional clusters establishment by 
creating a favorable investment climate, but they could also participate directly in these 
clusters. All participants in the regional industrial clusters have complementary interests 
and are characterized with mutual interdependence. They also have harmonized business 
strategies, which balance their objectives and interests, while at the same time they share 
the same values and management practices. As a result of the endogenous and spatial-
economic interaction the Sevlievo municipality has become an economic agglomeration 
on the type of a local production system. The relationship between the companies and be-
tween the business entities and the territory is the key to the companiesí population.  

The Sevlievo Municipality is a model of endogenous development in the country2, 
accompanied by increased and efficient use of natural, economic and human potential 
combined with the provision of high level of services to the population and economic enti-
ties. All this leads to increased productivity and competitiveness of the regional economy.  

The successful implementation of the entrepreneurial approach paradigm to local 
economic development is rooted in the philosophy of the strategic management. The stra-
tegic management of economic innovation and development allows a region, district or 
municipality to transform its economic structure by changing the local industrial mix (lo-
cal branch structure), professions, goods and services, technologies used, which it relies 
on for generating incomes and welfare. 

In order to intensify the development of regional systems in the context of the en-
dogenous development in the country it is necessary to implement the National Spatial 
Development Concept (NSDC) combined with spatial integration of the regional and sec-
torial planning through regional coordination of sectorial policies, strategies, plans and 
programs. By implementing NSDC a territorial basis to promote polycentric development 
of the network of cities and improving the links between central and peripheral regions 
should be established. 

In times of global financial and economic crisis to stimulate regional growth need 
not only depressed areas or unincorporated rural communities, but still prosperous  
regions. For their successful integration into the European structures, they should imple-
ment a new type of restructuring through LPS establishment and development as wellas 
through cluster structuresí development. LPS are of particular importance for the devel-
opment of SMEs from cluster groupings, as they are built on their particular competitive 
advantages, thus giving them the possibility to survive under conditions of strong compe-
tition thanks to the access to information and specialized resources and the high degree of 
flexibility and innovativeness. LPS scope covers different companies; other  
similar or supporting organizations of the country as well as from other countries in  

                                                           
1 The municipality of Sevlievo is developing two clusters. The first one is bringing together manufacturing 

companies producing sanitary fittings and sanitary ceramics. The central role in that cluster is performed by the united 
company Ideal Standard ñ Vidima AD, a leading manufacturer of sanitary fittings and sanitary ware and a leader in the 
areas of product distribution management in Eastern and Western Europe and commercial activities management of the 
multinational company Ideal Standard International in Eastern Europe. The second cluster operates in the area of 
electrical equipment, and cable and wire production. That cluster has two major companies: ABB Avangard 
(specialized in engineering and manufacturing of equipment for medium and high voltage products and service 
products), and EMKA AD (producing enamelled copper wires, round and rectangular copper and aluminum wires with 
paper, glass-fiber and foil-fiber insulation and more). 

2 Data provided by the municipality of Sevlievo state its population has 41500 inhabitants, of which 26800 live 
in the municipal center. In 2011 the industry occupied 76% of the total volume of the gross production in the 
municipality. There are 1200 firms, including 7 large companies employing over 250 people each. The unemployment 
rate is 6.1% while the average for the country is 9.97%. The industries defining the structure of the Local Production 
System ñ Sevlievo and certified to international standards are: production of sanitary fittings and sanitary ware, 
production of high-voltage devices, molds, and transition lines, wood processing, furniture, knitwear and textiles 
manufacturing. 
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Defining the cumulative complementary experton-function  

Number of expert judgments  Normalized judgments  
Cumulative complementary  

experton-function 
Interval  min max  min max  min max 

1       0,000 0,000 

0,9       0,000 0,000 

0,8       0,000 0,000 

0,7       0,000 0,000 

0,6 1 3  0,111 0,333  0,111 0,333 

0,5 6 5  0,667 0,556  0,778 0,889 

0,4 2 1  0,222 0,111  1,000 1,000 

0,3       1,000 1,000 

0,2       1,000 1,000 

0,1       1,000 1,000 

0       1,000 1,000 

Final fuzzy estimate  0,489 0,522 

Defuzzification  0,506 
 

 

Annex 2 

Algorithm for defining the complementary to the experton-function  

 
 
 
 
 
 
 
 
 
 
 
 
 

0 1 0,000 0,000 0
0,1 1,000 1,000 0,9 0,000 0,000 0,1 1,000 1,000
0,2 1,000 1,000 0,8 0,000 0,000 0,2 1,000 1,000
0,3 1,000 1,000 0,7 0,000 0,000 0,3 1,000 1,000
0,4 1,000 1,000 0,6 0,111 0,222 0,4 1,000 1,000
0,5 0,778 0,889 0,5 0,667 0,889 0,5 0,667 0,889
0,6 0,111 0,333 0,4 1,000 1,000 0,6 0,111 0,222
0,7 0,000 0,000 0,3 1,000 1,000 0,7 0,000 0,000
0,8 0,000 0,000 0,2 1,000 1,000 0,8 0,000 0,000
0,9 0,000 0,000 0,1 1,000 1,000 0,9 0,000 0,000

1 0,000 0,000 0 1 0,000 0,000

1,000 1,000

1,000
[0,489; 0,522] [0,478; 0,511]
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Altenburg et al. (1999) highlight the following characteristic features of clusters, re-
flecting on the functioning of their marketing mechanism: relationships between compa-
nies forwards and backwards along the value chain; intense exchange of information;  
formation of diverse infrastructure that supports the activities of the cluster; formation of 
social and cultural identity, derived from common values. 

The concept of clusters, defined by Porter, provoked an active scientific discussion 
that went beyond the traditional interpretation of agglomeration economies. The major dif-
ference between a cluster and industrial agglomerate is that agglomerates do not function 
as individuals themselves and they lack institutional networks and a high degree of inter-
company interaction, going beyond contractual exchange relationships. 

Therefore when considering the question of the characteristics of cluster marketing, 
we can rely on the following definition of a cluster: a group of companies, related to the 
same industry, which are located in a separate administrative unit of the country and share 
common features and complement each other (horizontal and/or vertical relationships).  

NATURE AND CHARACTER ISTICS  
OF CLUSTER MARKETING  

The marketing cooperation in the cluster can be seen as a specific form of coopera-
tion within the cluster, leading to higher economic performance for the individual partici-
pants and the group as a whole. 

In economic publications one can meet definitions of ì integrated marketingî , ì con-
glomerate marketingî  as a special case of integrated marketing (Guercini et al., 2012) but 
there are no attempts to formulate a definition of ì cluster marketingî . To a considerable 
extent the existing ì gapsî  in the theory of regional clusters are generally the reason for the 
lack of clarity on the issue and for the omissions in the analysis of the marketing factors 
and the relevant marketing concepts. Brown (Brown, 2010) is quite right to note that  
ìlimited research exists to indicate the degree of impact the clustering has on marketing 
activitiesî . 

Cluster marketing can be seen as a social process, directed at satisfying customer needs, 
needs of regional communities and cluster members, based on the cooperation of marketing 
resources and activities, which results in achieving market competitiveness and overall func-
tional efficiency for the cluster and its individual members. 

This is intercompany collaboration in which many companies with complementary 
knowledge, skills and/or position in the supply chain plan and implement strategies, aimed at 
achieving synergy in innovation, design, production, promotion and the distribution of prod-
ucts and services for their direct clients and the clients downstream the chain. 

Cluster marketing makes it possible to achieve the seemingly paradoxical goals: the 
high production efficiency of a small firm (an individual member of the cluster) is combined 
with the possibility of strong market power of the large firm (the cluster as a separate system). 
According to the few researchers of cluster marketing it is more than collaboration and coor-
dination of the activities, carried out by the independent companies in the supply chain and it 
focuses on: cooperation in the innovation process of creating and adapting high technologies; 
designing products that fully meet the changing wants of customers; carrying out of produc-
tion, capable of "meeting" demand that exceeds the production capacity of the individual 
ì playerî . Therefore cluster marketing is aimed at building multi-firm relations with the mar-
ket, which creates benefits both for individual companies and for the group as a whole. 
Through it a common line of action is set, based on the belief that participants have similar 
problems and as a result of this common line, they can either succeed together or fail together. 
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trial product.î He also looks on ñ Industrial district from socio-spatial point of view: ì an in-
dustrial district is a socio-spatial organization characterized by an active co-existence of open 
community (society) of individuals and the enterprise sectorî1. French researchers formulate 
LPS concept: first as ñ ì a system of enterprises grouped in close space around one of many 
industrial activitiesî2 and second as ìterritorial union of economic, political, and social actors, 
whose efforts are focused on a specific group of interrelated activitiesî3. 

Although these concepts may be criticized because of their broaden interpretation, 
their adoption is appropriate when taken in consideration the questions of typology of LPS. 
Based on the above mentioned definitions, could be identified the following main aspects  
of LPS: firstly, LPS functions in certain geographical boundaries; secondly, LPS is a specif-
ic business object that defines industrial affiliation; third, LPS consists of several or more 
major and minor players in the cluster; fourth, the participants in the LPS carried out vari-
ous forms of cooperation and approaches which involve different degrees of autonomy  
and competition between them; fifth, in LPS could be identified the presence of relation-
ships with related industries; sixth, there is observed a participation of various institutions 
with their role and place, which may initiate the establishment of LPS and/or supporting  
its operation; seventh, the LPS are considered through the life cycle concept which suggests 
different stages of their development. 

Various forms and basic features of LPS. Along with the concept of industrial cluster 
in narrow sense, a number of concepts are identified which although similar in meaning 
suggest a different interpretation of the regional concentration of companies [Velev4; 
Bergman and Feser, 19995]. Although in practice they are often accepted as identical 
(synonyms) to the term cluster, between them could be identified some differences. The 
broader interpretations of the geographical concentration of companies, sectors and relat-
ed processes (proposed by French and Italian researchers) suggest various forms of mani-
festations. This makes appropriate the acceptance of the concept of LPS, thereby it de-
scribes all possible manifestations of regional business associations. 

In support of the aspects presented in the definition of the reviewed authors, could  
be indicated the proposed by Enright6 ten dimensions (cluster dimensions):  

1) geographic scope;  
2) density;  
3) breath;  
4) depth;  
5) activity base;  
6) growth potential;  
7) innovative capacity;  
8) industrial organization;  
9) coordination mechanisms;  
10) status and development of the cluster.  
Upon completion of their respective adaptation, these dimensions are at the basis of de-

termining the characteristics that contribute to the typology of LPS (Figure 1). 

                                                           
1 Becattini G. (1979), Dal settore industriale al distretto industriale. Alcune considerazioni sullíunità díindagine 

dellíeconomia industriale. Rivista di economia e política industriale, N 1. 
2 Courlet C. (2001), Les systemes productifs locaux: de la définition au modèle, [in:] Reseaux díentreprises et 

territories. Regards sur les systemes productifs locaux, DATAR. La documentation Française, Paris. 
3 Local Production & Innovation Systems Research Network, http://www.ie.ufrj.br/redesist. 
4 Velev M. (2007), Klasteren podhodm za povishavane na konkurentosposvnostta, Sofia: Softreid. 
5 Brgman Ed. and Foster Ed.(1999), Industrial an regional clusters: concept and comparative application, Web-book 

of theWest Virginia. 
6 Enright M. (2000), Survey on the characterization of regional clusters: Initial Results, Working Paper, Institute of 

Economic Policy and Business Strategy: Competitiveness Program, University of Hong Kong, p. 12. 



RADEV R. SECTION I 
 
 

38 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 1. Basic forms of LPSs  

Typology of LPS. The above mentioned characteristics show their specific expression 
in practice which is reflected in the systematization and typology of LPS. Typology is ac-
complished by presenting of a number of classification features/indicators based on which 
are identified different types of LPS. As a starting point, the typology used systematization 
offered by Velev1 and complemented by Hristova2. They are tabulated as follows in table 1. 

Table 1 

Typology of LPS 

Classification feature/indicator Types of clusters 

1. Cluster content3 Marshalian clusters; 
Hub and spoke clusters; 
Satellite platforms clusters; 
State-anchored industrial clusters. 

2. Number of companies  
(participants)  

Saturated cluster; 
Unsaturated cluster. 

3. Kind of integration  
between the participants4  

Vertical clusters; 
Horizontal clusters. 

4. According to the level  
of integration 

Micro-clusters;  
Macro-clusters. 

5. According to the depth  
of the cluster 

Deep clusters; 
Shallow clusters;  
Clusters with unknown depth. 

6. According to the width Wide clusters; 
Narrow clusters. 

7. Range of activities Clusters with varied activities; 
Clusters with limited activity. 

                                                           
1 Velev M. (2007), Klasteren podhodm za povishavane na konkurentosposvnostta, Sofia: Softreid. 

2 Hristova V. (2009), Savremenni parametric na industialnite clasteri v Balgaria, Veliko Tarnovo: Faber, p.46ñ47. 
3  Markusen A..Gray M. (1996), Industrial Clusters and Regional Development, Rutgers University Center for 

International Business Education and Research, New Jersey. 
4 Michael E. Porter (2011), Cmpetitive Advantage of Nations: Creating and Sustaining Superior Performance ,  

Free Press.  

Different forms of LPS 

Industrial district Industrial complex  

Supply or value-added 
chain Business network Innovate milieu 

Italian industrial district   
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BUSINESS STRATEGIES  
FOR INDUSTRIAL LPS W ITH  
VERTICAL INTEGRATION  

Basic assumptions relating to business strategies of LPS. Starting from the basic pro-
visions associated with the strategies in warfare and popular dictionaries allows using the 
method of analogy to jump to their specific interpretation in business organizations. For ex-
ample, the analogy that ì wakes upî  the battlefield is for the market on which the vertical 
LPS operates with its products, and the ì enemyî  are the competitors (direct and indirect) 
that strive to meet similar needs and gain stronger position in the market (territory), to 
which compete (fight).1 

The analogy displayed shows that the delimitation of the markets and the awareness of 
the needs that LPS (by its constituent organizations) seeks to satisfy, thus becoming a major 
strategic issue that should find an answer. This cooperation is reflected in specific forms and 
aspects of vertical and horizontal integration. 

By defining business goals and priorities depends whether the product-market strategies 
that will be adopted in the LPS have an offensive or defensive character. The selection of a 
specific product-market specialization defines the boundaries of the battlefield (business area) 
of LPS. This in turn determines who will be the main competitors, to which LPS and the or-
ganizations included should identify the main competing approaches.  

Some characteristics identify for the military strategies could be interpreted taking in 
consideration the LPS's strategies:  

First, at the basis for defining the LPSís strategy/strategies should be the clear definition 
of the characteristics of LPS; on this same basis its typology shall be conducted.  

Second, the business strategy of LPS is associated with the fulfillment of aim of the 
leading organization in the LPS and of the other companies included.   

Third, the product-market profile determines the scope of activity and defines the com-
petitive approach/approaches. In making decisions about the scope and competitive approach 
of LPS should be taken into account its characteristics and those of its constituent organiza-
tion, as well as the needs of the market and competitive conditions.  

Fourth, the issue of resource provision is decisive in making decisions related to busi-
ness strategies within the LPS. The initial stage assesses the ability of individual organiza-
tions and LPS as a whole to provide the necessary resources. Not less important is the eval-
uation of the economic viability of the strategy. During the implementation a control is rec-
ommended on the resources spending, extent of strategy implementation and achievement 
of objectives.   

Fifth, for making decisions, the related product-market business strategies and the 
identification of the main competing approaches in the LPS cannot rely solely on the intui-
tion of managers of individual organizations. Considering the characteristics of the LPS, it 
is recommended the implementation and enforcement of a suitable system for strategic 
business planning, which is based on the configuration approach. Configuration approach 
suggests referring to the advantages of the approaches that various schools in the field of 
strategic management suggest.  

Sixth, the most common business strategies in the LPS are classified as offensive and 
defensive. When LPS organizations geared towards high rates of growth, with increased 
sales revenue and market share, they apply an offensive strategy. In all cases, offensive 
strategies are oriented to ì seizeî  a better position in existing markets (ì territoriesî ) or enter-
ing new ones. The defensive strategies, in turn, are oriented to maintain market positions, 
and hence the values of the main economic indicators of individual organizations and LPS 
as a whole. They are oriented towards the protection of market positions and weaning the 
                                                           

1 Liddell B.H. (1991), Strategy, USA: First meridian printing.   











SECTION I  RADEV R. 
 
 

45 

Scope of LPSís product-market business strategies. The above mentioned summaries 
allow for a specification of the scope of the product market strategies. Chandler reveals the 
scope of the strategy, defining its three components:  

1) the definition of long-term goals;  
2) the adaptation of the course/direction of actions; 
3) resource distribution. 
The current paper presents a broader interpretation of the scope compared to Chan-

dlerís. For this purpose additional elements are included. They are not elements of product 
marketing strategies in the direct sense of the word, but rather factors and circumstances re-
lated to their identification and implementation for the purposes of LPS. An important clari-
fication is that the proposed elements are not necessarily a formalized part of the strategy 
document of the business organization or of the LPS, if there is one accepted. They are ra-
ther features and conditions that must be reflected in the definition of business strategy and 
in the course of its implementation. (Table 3)  

Table 3 

Scope and content of product-market business strategies 

Variable characterizing 
the strategy Description of the variable 

1. Objectives of  
business organiza-
tions in LPS 

What is the main objective of LPS and business organizations in terms of defining  
the product-market business strategies? 
Can it be achieved by the implemented strategies within the LPS or a change is needed? 

2. Resource availabi-
lity an economic  
assessment within 
the LPS 

Information about the resources available to implement the strategy in LPS. 
Information about how to provide the resources that organizations and hence LPS is unable 
to provide independently. 
Economic justification for the appropriateness and consistency of the strategy from eco-
nomic and financial perspective.  

3.1. External envi-
ronment ñ indus-
trial and competi-
tive structure 

The strategy should reflect the conditions of the external microenvironment, which in-
cludes industrial structure and market one as its inherent part.  
There are identified the drivers of change between the factors the microenvironment of the 
LPS.  

3.2. External  
environment ñ  
macro factors  

The strategy reflects the direction and strength of influence of the factors of macro envi-
ronment - economic, political, demographic and social, technological, ecological and legal 
that affect the LPS.  
The driving forces of change in the macro environment factors are determined.  

4. Levels of  
determination of 
LPSís strategies  

Determines the level to which the strategy within the LPS refers.  
Observes the understanding that the strategies of higher level are transformed in objectives 
of lower level. 

5. Direction of  
development of 
LPS 

What direction of development the LPS to undertake in long term. 
The vision for development of LPS. 
Long-term goals that the LPS as a whole and the individual companies strive to achieve.  

6. Market scope    Determination of market coverage: geographically, target segments and distribution chan-
nels used by LPS  

7. Product  
specialization  
of LPS 

Product specialization within the class width, i.e. number of available product lines (prod-
uct categories) adhered by the LPS. 
Proposed main kinds of products within the product line determined by the brands and 
main varieties of products. 
Variants of the main product units. 
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General criteria for assessment. Generally, the research of a particular aspect is 
evaluated with a particular grade scale to which correspond certain assessment statements. 
In the methodological system is applied an approach by which the evaluation is performed 
by choosing a particular statement which is closer to the typical situation for the studied 
company.  

In this case, each statement corresponds to a particular grade. By answering the 
questions in the methodological scheme, the respondents have to choose the statements, 
respectively grades which to the greatest extent reflect the valid situation for their compa-
ny (Figure 3). 

Depending on the questionís nature it is acceptable a variation of the answers, as at 
the same time retaining the accepted rating scale. In practical terms, it is recommended to 
approach carefully to the interpretation of grades.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 3. Assessment scale 

CONCLUSIONS 

The above discussed issues highlight a number of features relating to product-market 
business strategies. This gives reasons to conclude that knowing the reviewed issues by 
managers would contribute to ensure the continuous development of LPS, where is an in-
dustrial specialization and vertical integration achieved through the value adding chain.  

For the practical application of the presented product-market alternatives and com-
petitive strategies it is necessary to take into account the influence of the macro environ-
ment factors, industry conditions and LPS's characteristics. The problems considered do 
not cover all the issues related to product-market business strategies. Due to the volume 
limitations, many of them are not presented in this paper. They will be subject of attention 
in a series of upcoming scientific publications.  

The information presented in the study would be of interest to a number of stake-
holders: owners, executives, managers and professionals associated with the LPS's activi-
ty, local and state agencies and others. The results obtained may be used as a basis for fur-
ther scientific researches.  
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First place is for FRG ñ 113700; second place is for Japan ñ 111600; third place for 
Bulgaria ñ 84 800 but we were ahead of USA with only 50000. According to Statistical Year-
book from 1991 for the period 1981ñ1990 about 90% of the production is exported. In the 
period 1984ñ1990 Bulgarian part in the export of total world production of electric forklifts 
and forklift trucks is 17%. 

Main part of production of Bulgarian electric forklifts and forklift trucks is exported. On 
average every year the production is about 70000ñ75000 machines. Most of them (about 60000) 
went to USSR. Between 5000 and 6000 are exported for German Democratic Republic (GDR). 
For the countries outside ECMA are exported about 4500 machines per year. There were export 
to Great Britain, France, Spain, Italy, Federal Republic of Germany (FRG), Egypt, Singapore and 
etc. In turn of the export of forklifts for the countries members of ECMA Bulgaria import oil, gas 
and metal on lower prices. In fact, this trade brings only profit for Bulgaria. The exported ma-
chines not always are with good quality because of the lack of competitiveness and contracted 
numbers anyways are bought from former socialists countries. In turns Bulgaria receives goods 
which are competitive even on the western markets. 

Besides fortieth factories in the country which made production under the mark of ìBal-
kancarî, begins cooperation in production of forklifts in different parts of the world ñ China, 
Iran, Cuba, PRK, Turkey, Algeria, Yugoslavia, Nigeria. In late 1980s ìBalkancarî production has 
totaling about 1.4 billion rubles. 

1987 marks the beginning of the end for ìBalkancarî. Companies which made intermedi-
ate products necessary for production of forklifts are taken out of its structure. This causes prob-
lem with the delivery of necessary parts and also untimely and inaccurate performance. Appar-
ently, administration by the state of connection between factories is ineffective. There is lack of 
normal market relations. In the end, forklifts production is gradually reduced and in late 1990s 
are barely 2000ñ3000 items a year. 

Before 1990 there are 40000 employees in the branch. Among other assets, SEC ìBal-
kancarî owns many estates in the country and abroad ñ administrative buildings, production fa-
cilities, recreational facilities and etc. 

Today transport engineering is destroyed and forklifts production is significantly decreased. 
The example with forklifts production in Bulgaria as progenitor of electric vehicles cluster 

is good example of the area for growth and development of the clusters. It gives idea for both 
advantages and disadvantages of stateís administration of economic relations  
between companies and the challenges and prospective before structures of cluster type. 

It is obvious, that despite successes and achievements of the past, the gained experience is 
inapplicable today. Rethinking in the light of new realities is more than necessary. Bonding of 
the strategic plans of the leading business organizations with the perspective for economic and 
social development of the regions and their local production systems is necessary. Still, the most 
appropriate ways for achieving this goal, are not found. Planned economy in the past allows 
solving tasks of extremely large scale. In forklifts production and electric forklift production in 
particular there are common strategy which bonds together many different processes. Begins 
with raw materials (having necessary for the batteries explorations of non-ferrous metals), then 
building of production facilities and research and design departments, all connected in overall vi-
sion for sector development. This vision is coordinated with plan perspective for social-
economic development of country regions. Strong side of this approach is at the same time pre-
requisite for serious contradictions. The leading position of administrative approach and ignoring 
of economic interests of participating businesses gradually leads to economic ineffectiveness. At 
first, having factors with extensive character, command-administrative approach of state authori-
ties gives good results. Later, with arousing necessity of mobilization of intensive factors for de-
velopment, economic stimulus became much more effective as instruments of intervention. Un-
fortunately, command-administrative system does not have such instruments or namely, distort 
connections between endpoints and economic in- 
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terests of the members. Even before political changes of 1990s SEC ìBalkancarî was large and 
ineffective economic structure. Historical logic points that economically ineffective system lead 
to collapse of the political not vice versa. 

In the networks of cluster type are set serious contradictions, but they are of opposite charac-
ter. The good feature of cluster networks is that they are very flexible instrument for coordination 
economic interests of their members, and hence intervention in development of the local produc-
tion systems and the regions. Other side of this flexibility is big level of freedom of the members 
and often possibilities for intervention aimed coordination of actions are limited. 

It is obvious that innovation should be sought in all areas ñ both technological and creation 
of new organizational forms for cooperation of interested participants. According to authors of this 
research, in Bulgaria has big potential for developing of subjects of social economy. Extensive ex-
perience how state sector works in the past and liberal market relations today shows existence of ill 
developed field between them. We speak about third sector of economy or as it named in the indus-
trialized countries, third system in the frame of national economy. The clusters are created and 
work in this context. Creation of structures of social economy sphere which are joint link for all 
other organizations in the network. Relevant structures mandatory follows provisions of the legis-
lation. For example, in Bulgaria the law provides two express rules for establishment of entities of 
social economy and several flexible. The latter are not provide by the legislator as instruments for 
creation of social-economy entities, but could (at certain conditions and compliance with the in-
formal rules) to be used for the purpose. The possibilities for establishment of typical for social 
economy entities are included in Cooperative Law and Law for the Non-profit Corporate Bodies 
(legal entities). EVIC, for example, was registered as a private non-profit organization under the 
Law for the Non-profit Corporate Bodies. Entities of social economy can be established as civil 
law companies under Law of Obligations and Contracts, consortiums under the Commercial Law 
and etc. It is clear that operating clusters in Bulgaria, despite the form of organization have severe 
shortage of social capital. This is one of the reasons for disinterest by the organizations for partici-
pation in network structures of cluster type, so they have to be attracting to participate by projects, 
subsidies and etc. This may be is a serious indicator for problem that third system in Bulgarian 
does not functioning adequately and not creating social capital necessary for the normal economic 
processes. This is just a hypothesis whose validity could be subject of very interesting future re-
search. 

CONCLUSIONS 

In todayís conditions the clusters are vital form for generating of economic growth. They 
can be used for directing of economic processes within local production systems, to insert influ-
ence on the development of regions in contexts of general politics of EU and etc. The practice 
shows that effective management of innovation is more important for the clusters, than historical 
inherited structures, experience and good practices of local production systems in the past, which 
are ìparentsî of the clusters. 
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THE CLUSTER APPROACH TO  
CORPORATE SOCIAL RESPONSIBILITY:  
A CASE STUDY OF THE BULGARIAN  
MINING CLUSTER ìSREDNOGORIE MEDî  

Irena Slavova-Georgieva1 

Clusters are often built around endogenous regional potential and this may enhance re-
gional identity and the participation of stakeholders in the process of sustainable regional devel-
opment. The academic theory and practice in the area of clusters mainly focus on the economic 
advantage of clusters and to a great extent their importance for the competitiveness of the re-
gion's economy is undeniable. However little is known about their impact on society and the 
environment. 

The main research question in this article is how the advantages, resulting from local em-
beddedness and spatial proximity, strategic cooperation and constructive competition, as well as 
the considerable influence of external players can be used to promote responsible business prac-
tices and joint CSR activities . 

The answer to the research question is based on an extensive theoretical discussion and 
practical research done by the author. The article highlights the nature of the concept of corpo-
rate social responsibility (CSR) and its evolution, reveals the relationship between corporate so-
cial responsibility and clusters, their potential and advantages/benefits for promoting socially 
responsible behaviour. The practical application of the cluster approach to CSR is illustrated by 
the Bulgarian mining cluster ì Srednogorie Medî . The study has been conducted based on sec-
ondary data (periodicals and the Internet), as well as personal interviews with representatives of 
the cluster. The conclusions and recommendations that have been made outline the direction of 
future development of the ì Srednogorie Medî  cluster in CSR.   

INTRODUCTION  

CSR is defined in many different ways (Dahlsrud A., 2008) and the notion of its na-
ture varies from its full denial (Friedman, 1970 ñ the responsibility of business is only one ñ 
to increase profits, Friedman argues) to its acceptance as an element of the strategy of the 
organization and a source of competitive advantage. For decades CSR has been seen as a 
concept of the voluntary participation of businesses in the development of a better society 
and a cleaner environment. According to the EU definition, most commonly used in aca-
demic and practical research, on a voluntary basis companies integrate their care for society 
and the environment in their business operations and in their relationships with stakeholders 
beyond their legal obligations (EU, 2001). In its latest communication about CSR of Octo-
ber 2011, the European Commission changed the focus in the definition of CSR ñ from the 
origin of the socially responsible behaviour of businesses the focus was moved to the very 
behaviour. The EU defines CSR as: ìthe responsibility of enterprises for their impacts on 
societyî and states that enterprises should have ìa process in place to integrate social, envi-
ronmental, ethical human rights and consumer concerns into their business operations and 
core strategy in close co-operation with stakeholdersî, whilst complying with legislation. 
(European Commission, 2011, p. 6)  
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Compliance with corporate social responsibility requires a mechanism by means of 
which companies can integrate social and environmental issues, ethics, human rights and 
the rights of consumers into their business operations and core strategy, in close collabora-
tion with their stakeholders. Thus businesses can optimize the creation of common values, 
benefits for their shareholders/owners and other stakeholders, as well as for society as a 
whole. This is how companies can identify, prevent and mitigate possible adverse effects. 
To achieve common values, ì shared valueî  (authorís note ñ I.S.), companies need to adopt 
a long-term strategic approach to CSR and to explore the opportunities for developing in-
novative products, services and business models that contribute to public prosperity and 
the creation of high-quality and more productive jobs (EU , 2011, p. 6 ). 

The extent, to which CSR is integrated into business, has recently come to the fore-
ground again in the context of the impact of the global financial crisis. One suggestion, for 
example, is that the impact of the global economic crisis on CSR would not be so strong 
when the latter is closely integrated into business operations, whereas when it is less inte-
grated, the crisis could lead to cuts in CSR budgets and staff (Shergold, 2009). ì If there is 
one thing that the financial crisis and stock market crash of 2008 should have taught us, it 
is that short-run share prices are an unreliable indicator of long-run business sustainabil-
ity,î  says Orts. ì The idea, that companies don't have any independent ethical responsibil-
ity for the consequences of their impact on the environment and society, just doesn't make 
any sense. It is an outmoded view to say that one must rely only on the government and 
regulation to police business responsibilities. What we need is re-conception of what the 
purpose of business is.î  (Orts, 2011, p. 203) 

Against the background of the ongoing recession, which took the initiative for cor-
porate profits and increased pressure from shareholders, companies are creating new mod-
els of CSR. Rather than have a modest CSR department, many companies are trying to 
embed CSR into their business operations. It is believed that CSR needs to be improved 
and for companies to take an active CSR, it should be integrated into the companyís activ-
ities. Through the various types of work that companies offer, the types of products they 
produce and the ways in which they use resources, they can have a positive effect on soci-
ety and the environment, achieving their economic objectives.î (Orts, 2011, p. 198) 

This approach interprets CSR as ì socially responsible capitalismî . On the corporate 
level business objectives should be both maximizing share value in the long term and ad-
dressing the major problems of society. This makes it necessary for each initiative of CSR 
to be an integral part of business strategy. 

Assuming that ì corporations are not responsible for all the worldís problems, nor do 
they have the resources to solve them allî  (Porter and Kramer, 2006, p. 92), we believe 
that companies can use CSR to build competitive advantage and create shared value. By 
carefully prioritizing the needs of their stakeholders, companies can focus their activities 
on those needs, doing it in a very strategic way. The long-term perspective on CSR leads 
to transition/shift from CSR to ì corporate social integrationî , with success for the compa-
ny and society becoming ì mutually reinforcingî  (Porter and Kramer, 2006, p. 92).  
According to Zadek, for the companies in which CSR is embedded, it is not difficult to 
meet the new expectations of the market, such as fighting competition, human rights, en-
vironmental management in the supply chain, etc. The same author presents the evolution 
in CSR in its three generations (Figure 1).  

The first generation of CSR is characterized by a limited number of business cases. 
Activities are mainly marginal for the business and costs are insignificant. The basic form 
of CSR is donations for various social causes. The second generation requires a more seri-
ous analysis of the costs and benefits from corporate responsibility, a close integration in-
to the overall business model for success. Responsibility at this level involves more seri-
ous intentions for corporate support of social causes, the setting aside of more funds, 







SLAVOVA-GEORGIEVA I. SECTION I 
 
 

66 

M. Porter considers the creation of local clusters as one of the ways in which the com-
pany can create ì shared valueî 1. This is achieved by improving the existing skills, suppliers 
and supporting institutions in the region. The development of local clusters enhances the con-
nection between a company's success and the success of society. A strong local cluster im-
proves company productivity and growth through local suppliers, related industries, support-
ing institutions and infrastructure. Working together companies can catalyse major improve-
ments in the cluster and the local business environment. 

The cluster approach to CSR is seen as a means of increasing competitiveness and 
sustainable development. According to Zadek ìCorporate responsibility clustersí offer the 
potential for linking and scaling up company-level corporate responsibility practices and 
outcomes, to create a broader impact on competitiveness and sustainable development. The 
potential for ëcorporate responsibility clustersí has been identified as creating competitive 
advantage within one or several sectors arising through interactions between the business 
community, labour organisations and wider civil society, and the public sector focused on 
the enhancement of corporate responsibilityî  (Zadek, 2003, p. 23). 

Corporate responsibility clusters appear in different shapes, sizes and types with differ-
ent kinds of organizations, leading their development. What they have in common, however, 
are their major effects on business performance: expanding the ability of businesses to learn 
from various, rich sources, increasing competences to translate this knowledge into improving 
performance; receiving support from a growing network of providers of services which ena-
bles companies to manage their relationships and reputation more efficiently and creates ben-
efits from implementing public policies that have an impact on the market, so as to reward re-
sponsible practices. 

The cluster approach to CSR increases the potential benefits by obtaining syner-
gy/synergistic effects resulting from the interaction between companies and other partici-
pants in society (with stakeholders). To a large extent these effects depend on the vitality of 
civil society organizations for raising social awareness and responsiveness. At any time this 
can be directed at individual companies or industries. But with time this vitality expands, it 
is in fact enhanced by the great success of these individual initiatives. This also applies to 
public bodies/public institutions and service providers that develop capacities that can be 
widely applied in the course of time, both with the collective and individual effects. 

IMPLEMENTATION OF TH E CLUSTER  
APPROACH TO CSR IN THE ì SREDNOGORIE MEDî   
MINING CLUSTER  

Presentation of ì Srednogorie Medî cluster. The cluster ì Srednogorie Medî was estab-
lished on an industrial regional basis on the initiative of the big industrial companies of the 
Central Srednogorie region ì Assarel Medet ADî , ìAurubis Bulgaria ADî , ìElatsite Med ADî  
and ì Dundee Precious Metals Chelopechî 2. The cluster includes mainly the companies for the 
mining and processing of copper- and gold-containing ores, located on the territory of Central 
Sredna Gora, the companies serving the industrial production and local officials.  

                                                           
1 In his article î Creating Shared Valueî Porter distinguishes between CSR and the creation of shared value and 

defines the creation of shared value as a new stage in the role of businesses for social and economic development.   
2 In 2005 the non-profit organisation ìSrednogorie Medî industrial cluster was registered. The members of the cluster 

are: ìAssarel ñ Medet ADî, ìAurubis Bulgaria ADî, ìElatsite Med ADî, ìDundee Precious Metals Chelopechî  and 
ìGeotechmin OODî, ì Optix ADî, ìOpticoelectron ADî, ìEurotest-Control EADî, ì Erlikit Bulgaria EOODî, ìEnergeo 
EOODî, Panagyurishte Municipality, Pirdop Municipality, Zlatitsa Municipality, Mirkovo Municipality, Chelopech 
Municipality, Chavdar Municipality, Anton Municipality and Strelcha Municipality. Partners: the Bulgarian Chamber of 
Mining and Geology, Sofia University ìSt. Kliment Ohridskiî, The University of Mining and Geology ìSt.Ivan Rilskiî 
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CRITICAL INFRASTRUCTURE  
PROTECTION AND THE LOCAL  
PRODUCTION SYSTEMS 

Ivaylo Ivanov1 

INTRODUCTION  

In 1997, the term ìcritical infrastructureî and its protection, as if somehow unexpectedly 
took place among the priorities of the USA government. Originally, the attitude towards this 
fact was more like to a particular ìAmericanî problem, which under the administration of the 
U.S. president then ñ Bill Clinton, put in the agenda of the National Security of the country 
with the strongest economy, leading technologically and militarily country. Terrorist attacks in 
New York and Washington on September 11, 2001, Madrid (2004), Beslan (2004), London 
(2005), in which the civilian infrastructure was used as a means and an aim of the attacks, gave 
a strong impetus to the view the traditional conceptions of security of the countries and their 
citizens need a substantial change.  

The dramatical consequences of the natural disasters in various parts of the world in the 
last decade only intensified this conviction and logically imposed a more balanced under-
standing of the spectrum of threats and the approach to them. These events were symptomat-
ic of the depth of the problem of vulnerability of the modern society; thus, the case opens the 
question of critical infrastructure and the opportunities for their protection. 

The problem ìCritical Infrastructure Protectionî (CIP) now has ceased to be only 
ìAmericanî. It have elapsed nearly fifteen years, but without exaggeration, it could be ar-
gued that the task of building up modern national system for the protection of critical infra-
structure, now present, albeit with different weight on the agenda of the vast majority of gov-
ernments of countries with different geographical locations. This wave propagates with in-
creasing speed and involves in the process more and more countries. The problem is among 
the most actively discussed by the civil and military experts from NATO and the EU, from 
experts in a number of specialized international organizations and gradually takes its place 
among the priorities of the modern world as a whole. 

This paper aims to present the more general systematic look at some of the conceptual 
issues of the protection of critical infrastructure of the modern society. What are the reasons 
for this at first glance suddenly appeared and very rapidly began growing attention of the 
States and the international organizations towards the protection of part of the infrastructure 
of the modern society? What imposes the necessity to define part of the infrastructure as crit-
ical? What are its main characteristics and differences between CIP and the protected till now 
ìstrategically importantî or ìpotentially dangerousî objects? What is the understanding of 
the opportunities and the main roads for its effective and efficient protection? And the last 
but not least, an attempt will be made to clarify whether and to what extent there is a rela-
tionship between critical infrastructure and the Local Production Systems (LPS). This is the 
main question on which this paper will give a general answer and to clarify it, at least partial-
ly. 
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and technology by anywhere and can move the production to where it is most effective in 
terms of the costs. The governments are seen as losing their impact on the competition in com-
parison with the forces acting globally. Such a view, although it is widely distributed, does not 
correspond to the real situation in the processes of competition and development of different 
systems (Dimitrov D.Y. Personal communication, 2005). 

LPSs are geographically concentrated groups of interrelated companies, specialized sup-
pliers, service providers, firms in their respective business sectors, and also related to their 
work organizations (e.g. universities, standards organizations, trade unions and others.) com-
peting in certain areas, but together with this leading joint work. Creating a critical mass of 
unusual competitive success in particular areas of the business the LPSs are proving pro-
nounced characteristic on virtually every national, regional area, even the urban economy. Par-
ticularly important is the role of LPS in a restructuring of the Bulgarian economy and the other 
areas of public life. 

At the same time, as a phenomenon, LPSs in one form or another have been recognized 
and studied in several works. LPS cannot be understood, if considered independently by the 
broader theory of competition and the impact of the location in the global economy. Predom-
inance in the economy of the LPS rather than isolated firms and industries, shows the exteri-
or of understanding the nature of competition and the role of the geographical location in the 
competitive advantage. The concept of LPS represents a new way of seeing the national 
economy, the economy of the district, region, and the urban economy, striving to enhance the 
competitiveness and development of the systems in the named range. The existence of the 
LPS suggests that the main result of competition is reached outside the particular company, 
and not even in the sector, but rather in the places of deployment of its subsidiaries. The im-
portance of LPS forms new programs of management, the need for which is understood very 
rare. 

We argue the importance of LPS for the modern economy with the following example: 
Often the lack of a cluster approach, as part of LPS nature, and the cluster thinking too, are 
part of the reasons for the failure of the solo activities in the creation of new enterprises. Much 
of the new businesses fail in Bulgaria precisely because they are created isolated and not corre-
lated with the suppliers of raw materials, equipment, infrastructure, and markets. Without ren-
der an account of this interconnection is not possible to have a competitive economy, as well as 
high and competitive service. This applies to health care, education, and to a range of social 
services that municipalities and private companies are called upon to provide. The health of 
LPS is important for the health of the company, city, area, region, and country. The company 
could extract real benefits from the availability of local competitors. Trade associations could 
make valuable contributions to competition and also the lobbying, and why not the public or-
ganizations could do the same. 

LPSs also form new roles for the government. The introduction of proper macroeconomic 
policy stimulating competitiveness, finds a better understanding, but understanding only is not 
enough. More crucial is the impact of the government that it should be at the level of microeco-
nomics. Priority areas need to become removing the obstacles to the expansion and improvement 
of existing and emerging LPSs. Clusters represent a driving force to increase exports and attract 
foreign investment. They create a forum in which new ways of dialogue could and should have a 
place among companies, government agencies, and the ministries and organizations (such as 
schools, universities, organizations with a social purpose, etc.). Such dialogue without knowing 
the theory of LPS is impossible or if one is held, it is in advance condemned to low efficiency, 
failure, and missed valuable time. 

It is necessary to do an overview of the knowledge about LPS at present in Bulgaria first, 
for their role in the process of competition and business development, human settlements, re-
gions and sectors, as well as their impact on the national economy. This in turn is a prerequisite 
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METHODOLOGY FOR  
IDENTIFICATION AND ASSESSMENT  
OF THE INTELLECTUAL PROPERTY  
OF LOCAL PRODUCTION SYSTEMS  
PARTICIPANTS  

Vladia Borissova1 

INTRODUCTION  

Intellectual property system provides protection for objects resulting from intellectual la-
bor of man. These are the products that derive from the activities of small and medium enter-
prises as a result of their industrialization and commercialization. In the modern world concepts 
such as knowledge economy, innovation, know-how, research and development are an essential 
part of the development, marketing and management activities. However, often a large amount 
of small and medium enterprises are not yet able to estimate the economic benefits that their 
owned or managed intellectual property gives them. There is considerable misunderstanding 
and confusion about the nature, function and role of intellectual property in the economic 
growth both on macro and micro level, the formation and operation of industrial and cultural 
clusters and local production systems. Intellectual property is often being associated with the 
music, movie and entertainment industries. This approach is economically inappropriate and 
completely wrong, because intellectual property is primarily innovation and technology and is 
the main power behind the technological progress. In present-day market conditions, inventions, 
trademarks, design decisions, know-how, trade secrets, geographical indications, software and 
Internet domain names are fundamental for the development of latest business. These intellectu-
al property objects bring significant economic benefits for every business having them. As intel-
lectual property, the objects are present in the company balance sheet as intangible assets. And 
they are identified, managed, evaluated and recognized as such. 

Today more than 70% of the assets of the worldís largest corporations are intangible. 
And itís not only large and medium-sized corporations who have intangible assets. Small 
businesses and municipalities also have intangible assets. Therefore, their identification is a 
prerequisite for sustainable economic growth of the business unit and the network between in-
ter-industrial and institutional relations in which it operates. 

IDENTIFICATION OF  
INTELLECTUAL PROPERT Y  
INSIDE THE COMPANY  

The intellectual property system is built in three main subsystems: industrial proper-
ty; artistic property and new intellectual property objects. In each of the three subsystems 
various intellectual property objects receive protection. Intellectual property objects repre-
sent technological and social innovation, intellectual solutions in the areas of science, 
technology, literature and art (Figure 1). They are characterized with innovation, novelty 
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search and development reaches a new technical solution to a problem from any area of the 
economy, in an unexpected new or a better way, it must take measures to get a patent on it. In 
this case, the patent represents a protected document for the created by the enterprise inven-
tion, whereby the State guarantees its commercial monopoly for a certain period of time. Ma-
chines, machinery, equipment, substances (drugs or drinks like Coca-Cola), microbiological 
methods they can all be an inventions. 

Another object of industrial property pertaining to the production activity of the compa-
ny is the utility model. This object is related directly to the product shape which determines its 
function. When the company modifies the shape of the offered product that leads to changes 
in its function such as adding a new one, it creates a utility model. Utility model is the so 
called little invention, as it is also involved in scientific and technical progress. 

The trade secret is an object owned by every enterprise, but not always identified as an 
intangible business asset. A trade secret is any information essential to existence and operation 
of the enterprise's business. A trade secret can be organizational, management, marketing, 
production, etc. The protection of trade secret is a subject to a special regime for the preserva-
tion of valuable business information in secrecy. 

The objects from the subsystem of industrial property that are relevant to commerciali-
zation of the products, and not with the production process are trademarks, industrial design 
and geographical indications. From those the one with highest economic potential are the 
trademarks. They represent a sign which distinguishes the goods or services of one producer 
from those of another. Unlike industrial design that is related to the visual appearance of the 
product trademarks identify the manufacturer and the trader of a product (service). 

The objects in the system of artistic property are social innovations that are protected by 
copyright and related rights. Protection is provided for both their creation and their commer-
cialization. Artistic property objects are the different kinds of works, incl. computer programs, 
databases, domain names, multimedia, traditional knowledge, sound-recordings and other. 
These intellectual property objects participate actively in the growth of the national economy 
by adding a significant contribution to the gross domestic product and value added. They are 
created and operate in complex network structures where individual industries such as music, 
movie, publishing, electronic media and others operate under separate clusters that are func-
tionally related and dependent on one or more LPS. Both in the sector of material production 
and in the sector of nonmaterial production the roles of government and the local administra-
tion are extremely important. 

Any enterprise that owns intellectual property also has: 

(1)  Competitive advantage, strong market position and gain additional profit 
When a company uses a subject of intellectual property in its activities that leads to im-

provement of its market positions, provides a competitive advantage and increases the reve-
nue. Intellectual property law provides protection when the company publicly reveals the re-
sults of its operations. This allows the company to expand its markets positions such as to par-
ticipate in official trade fairs, exhibitions, shows and presentation and also to reveal the 
essence of its business without having the risk that competitors will benefit from the provided 
information. 

Intellectual property law allows the holder company to prohibit by court order competi-
tors to manufacture, sell, use or distribute the new or improved product without explicit con-
sent. These advantages can reduce or eliminate competition. And this leads to increased sales, 
as competition is unable to offer a similar product. 

(2)  New cash flow 

When an enterprise owns intellectual property objects it can license them. Licensing is 
usually done against remuneration, which will form new cash flows. 
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ness. For example, such as drawings, descriptions, models or even scientific developments of 
the technology and this may become a major obstacle for their industrialization. This is where 
the ìglueî necessary for the formation and functioning of networks structures between the 
Academy (state institutions, national education policy, etc.) and business (national innovation 
strategy; strategy for the development of SMEs, etc.) occurs. The glue is the so called tech-
nology parks and centers for technology transfer. These are units that primarily perform de-
velopment activities. 

The activity of technology parks is, based on the scientific researches that helped to cre-
ate the innovation, to develop a prototype of the innovation through its actual implementation 
in the production process. The production process for the prototype of the innovation takes 
place within the technology park. Intellectual property rights of the inventor belong to the 
technology park, which represents a public-private structure (research institutes, government 
and individual enterprises can take part in it). The technology park promotes the prototype 
and if the business shows interest in it, the technology park licenses the innovation. 

Centers for technology transfer are created in addition to R&D institutes or universi-
ties, which create innovations. The centers govern the intellectual property rights with the 
inventor (researcher) and promote the innovation to the business. If business shows inter-
est, the centers contacts with an enterprise that will carry out the development and will 
create a prototype of the innovation. The interested enterprise is provided with full infor-
mation on the necessary raw materials, production capacity, time for implementation and 
production of the product, production costs and more. If there is decision for use, the 
technology is licensed to the enterprise. 

In both cases of the relationship Academy to business, royalties are derived from tech-
nology parks and centers for technology transfer as an essential part is reinvested in research 
and development activities. 

The second type of relationship within clusters and the local production systems is busi-
ness to business. When big business structures benefits from scientific and technical solutions 
of small and medium-sized enterprises, then the development activities are most often done 
by themselves. This is because the majority of SMEs are associated with conglomerates and 
the work they do is on behalf of big business. After that the transfer of technology is closed 
and it can be of two types: ì power transferî  from small and medium enterprises to conglom-
erates and ì support transferî  from large enterprises to small and medium businesses. Support-
ing transfer is rather a transfer of technology where businesses use the object without further 
developed foreign intellectual property. For this use the enterprise receives training and cer-
tain limitations. The use is done against remuneration and licensing. In both of these cases, 
technology companies allocate parts of their profits to reinvest them in research and develop-
ment activities. 

In conclusion it can be said that intellectual property plays an important role in the func-
tioning of the individual business units and the formation of network structures such as clus-
ters and local production systems. Identification, protection and management of intellectual 
property represent a significant competitive advantage for the enterprise, and from there for 
the network structure in which the company operates. Intellectual property is an important 
economic resource and a way of protection that is actively involved in the sustainable eco-
nomic development and growth. 
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taking context-related tasks autonomously [Klasen, 2012]. Intel proposes the automation pyr-
amid to handle cross-border innovation cluster [Klasen, 2012], encompasses device level, 
control level, supervisory level, and enterprise level. This pushes researches into context-
aware information systems, including context-aware workflow systems [Wieland, 2007]. 

In the history of industry, industrial revolutions are very rare events. The 1st industrial 
revolution is characterized by the invention of a steam engine and by the mechanization of 
manual work in the 19th century. The 2nd revolution is marked by implementation of mass 
production techniques at the early 20th century and the 3rd industrial one, as it is described in 
Germany, by electronic systems and computer technologies for automating manufacturing 
processes in the last few decades. The 4th industrial revolution in Germany, or the 3rd one in 
other industrialized countries could be described as a smart era, because the production fa-
cilities will be much smarter due to using miniaturized processors, storage units, sensors 
and transmitters, embedded in machines, unfinished products and materials, smart tools and 
software for structuring data flows. As a consequence, products and machines will com-
municate each other and control manufacturing processes largely by themselves (Table 1) 
[Kagermann, 2013]. 

Table 1 

Artifacts of Industrial Revolutions  

1st Industrial  
Revolution 

2nd Industrial  
Revolution 

3rd and 4th Industrial  
Revolution  

19th century 20th century 21st century 

Printing press Radio, TV Internet and its evolution into the cloud 

Coal and Steam Oil and Electricity Renewable Energies 

Mass education Combustion engine Molecular biology 

Railways Comms Super information highways 

Factories New materials Smart everything 

 Highways Internet of things and services 

 Automobiles Cyber physical systems 

 Mass production Fab lab 

 Mass manufacturing  Innovation clusters 

 Mass consumption Digital supply chains 

  Open source hardware 

  Prosumer era 

  Peer produced Commons 

  Community based commons 

  Manufacturing intelligence 

  Automating manufacturing processes 
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THE ORGANIZATIONAL D ESIGN OF  
CROSS-BORDER INNOVATION CL USTERS  

Platform is both business model, and organizational design dedicated to business eco-
systems. Baldwin indicates the emergence of new organizational designs, i.e. open- [source] 
communities, and standard-setting organizations [Baldwin, 2012]. The author proposes a dif-
ferent organization design principle, based on distributed computing on the Internet such as 
Folding@home  project organized by Stanford University, and design of Berkeley Open In-
frastructure for Network Computing conducted by Berkeley University, which computing 
power is comparable to IBM and Cray supercomputers. The same principle applied to indus-
trial grids, allow them to achieve production capacity capable of competing with the big pro-
duction companies. The author calls it a cross-border innovation cluster. A cross-border inno-
vation cluster is characterized by: dominance of innovation unit (product and process plan-
ning), modularity of manufacturing process, dynamic structure of manufacturing processes, 
interconnections in the sense of vertical integration and networked manufacturing system, and 
horizontal integration through value networks, efficient manufacturing of any scale, prosumer 
manufacturing, cross-border connections. 

The core of a cross-border innovation cluster is Cyber-Physical Systems platform, sup-
porting collaborative industrial business processes and the associated business networks for 
all aspects of smart factories and smart product life cycles, and enabling manufacturing intel-
ligence in the sense of analysis and forecasting processes in business networks [Kagermann  
et al. 2013].  

STANDARDIZATION  
IN SMART MANUFACTURI NG 

The attempt to standardize smart manufacturing was taken in 2011 by 60 US leading 
industrial and academic thinkers, in the form of establishing Smart Manufacturing Leader-
ship Coalition (SMLC) [Davis J. et al., 2012]. The first report published by SMLC and US 
Department of Energy in 2011 determined the main following actions to be taken: develop-
ing a community of open smart manufacturing technologies, demonstrate smart manufactur-
ing applications, establishing collaboration with IT industry to develop standards concern-
ing data and modeling architecture and infrastructure, integrate needs of new ventures with 
old corporations [smartmanufacturingcoalition.org]. SMLC with National Center for Manu-
facturing Sciences (NCMS) have established following demonstration projects: National 
Smart Manufacturing Ecosystem for industrial modeling and simulation applications and 
their application, an active energy management dashboard for factories, and a service sys-
tem for the real-time command and control of supply chains for advanced manufacturing 
enterprises. Four main areas of interests have been formulated, and they are: industrial 
community modeling and simulations platforms for smart manufacturing, affordable indus-
trial data collection and management systems, enterprise-wide integration including busi-
ness systems, manufacturing plants and suppliers, education and job training for smart man-
ufacturing. 

SMLC provides, that 21st century smart manufacturing shall be based on network-
based manufacturing intelligence and integrated performance metrics, enabling demand-
driven digital supply chain, performance-oriented enterprise, minimizing energy and mate-
rial usage and maximizing environmental sustainability, health and safety and economic 
competitiveness. Essential element of smart manufacturing will be network of cargo hubs, 
enabling actionable business and operations tradeoffs. In the table list of the largest cargo 
ports is presented, pointing the potential areas of smart manufacturing implementation. 
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PROSPECT PROJECTS  

Regional development of territorial social and economic systems assumes reinforc-
ing innovation capacities of regions in the form of development of various forms of stimu-
lation of the innovative activities [Tatarkin, 2013]. Apart from SMLCís demonstration 
projects, in Europe there are also good examples, which could be regarded as guidance for 
establishing cross border innovation clusters. The first one is SmartFactoryKL in Kaisers-
lautern, Germany ñ manufacturer-independent model, demonstration and research plat-
form, conceptualized in 2004, and developed in Kaiserslautern in 2007 by non-profit as-
sociation ìTechnology Initiative SmartFactoryKLî, the German Research Center for Arti-
ficial Intelligence (DFKI), and 20 other industrial and research partners. The smart factory 
is producing and bottling colored liquid soap. The product is manufactured, filled into 
dispenser bottles, labeled, and delivered by consumer order. The plant has been designed 
as a modular one and it consists of a process manufacturing part, and a piece goods han-
dling part [Zuehlke, 2009]. The physical components, utilizing Bluetooth, ZigBee, and 
RFID, automatically recognize their functions and position in the process chain and inte-
grate for plant management. The SmartFactoryKL applied SOA architecture, using Busi-
ness to Manufacturing Markup Language (B2MML) model according to ISA-95, a WSDL 
model, and BPEL for administration. The platform served as a research and development 
basis in numerous projects. 

Another European example is Siemens electronic factory in Amberg, Germany de-
signed for planning and manufacturing new Siemens Programmable Logic Controllers 
(PLC). It is an example of digital planning of new products, and simultaneously designing 
manufacturing processes. The factory is equipped with fully automated production line, 
enabling collect, analyze, and assess manufacturing data (on throughput, cost, and other 
parameters), and in consequence determine different manufacturing routes for new prod-
ucts. The factory uses the Siemens Simatic system, based on PLCs which dates back to the 
1950s. This breakthrough technology appeared in 1979, as S5 series enabled replacing 
large computers in machinery and production lines managing and controlling. 

Another demonstration project is StreetScooter GmbH, founded at the University of 
Aachen, aimed to develop and produce electric cars, and deliver mobility services (car-
leasing, car-sharing, car workshop). StreetScooter GmbH better fit to the concept of cross 
border innovation cluster, than the previous mentioned projects because of a dynamic, 
broad partner and supplier network of different companies engaged in the project, and co-
ordination and synchronization of the entire network by the manufacturing intelligence, 
and assessment of technological and production structure before the product is designed. 
From the perspective of the paper, the idea of StreetScooter GmbH is based on the as-
sumption of the use of modular process design and development of products and processes 
in which many network partners operate in parallel in manufacturing pools located in 
cross-border innovation clusters.  

The last demonstrative example is Bosh Rexroth Cyber-Physical Production System, 
which independently controls required maintenance and repair services of 8 machines in 
the Bosh Feuerbach plant from Berlin in the logistic value chain with a RFID-based Au-
tomotive Network. The Remote Condition Monitoring (RCM) triggers all processes auto-
matically: ordering spare parts, informing technicians about further actions that have to 
taken. 
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LOCAL GOVERNANCE MEETS  
RELATIONSHIP MARKETING ñ  
COLLOBORATIVE APPROACH  
TO CITY MANAGEMENT 1 

Justyna Anders 2,  
Wawrzyniec Rudolf 3 

ìÖ organizations cannot have relationships; only people canÖî 
Sue Goss 

 
 

The paper aims at providing evidence on the contribution of relationship marketing (RM) to 
governance at the local level by strengthening collaboration capacities on the part of city  
authorities. 

The three target groups for regional capitals were examined such as tourists, investors and 
students. These groups are characterized by greater mobility than local inhabitants, which makes 
their relationship with the city ñ a potential place for fulfilling their goals ñ a fully marketing 
one.   

The research was carried out in selected Polish regional capitals. The data were gathered 
from structured, personal interviews with the senior managers in city offices. The interview scenar-
io was based on reinterpretation of the concepts relating to market and societal orientation against 
the background of good governance criteria.  

The authors assumed that the perception of investors, tourists and potential students as cus-
tomers of local authorities coexists with greater propensity to engage stakeholders in the processes 
of governance. In parallel ñ collaboration with stakeholders should improve quality of services and 
values offered to customers.  

INTRODUCTION  

The aim of the paper is to describe the relationship between governance and relationship 
marketing (RM) as seen by city managers responsible for local development. The authors are 
concentrating on the processes aimed at attracting investors, tourists and students, as well as on 
activities for creating favorable conditions for the development of entrepreneurship. 

Contemporary processes of globalization and regionalization of the international economy 
result in greater competition among localities for the financial and human capital. These econom-
ic factors have increased their mobility, which in Europe is partly a result of the single European 
market project that Poland joined in 2004 with the accession to the EU. In order to succeed in 
this competition, municipalities need to develop a complex offer with an attractive package of 
benefits (Kotler et al., 1999). Integrated actions by different local actors willing to share their re-
sources may result in new investments, an inflow of tourist, new students and the development of 
entrepreneurship in a specific location. 

                                                           
1 The paper is a part of research within a project financed by the Ministry of Science and Higher Education in Poland, 

grant number: N N115 364339, the results of this study were presented as conference papers during IASIA Conference 2012 and 
EGPA Conference 2012.  

2 Ph.D, Assistant Professor, University of Lodz, Poland, j_anders@uni.lodz.pl 
3 Ph.D, Assistant Professor, University of Lodz, Poland, wrudolf@uni.lodz.pl 
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Inspired by the model of six markets relating to business relationship marketing 
(M. Christopher, A. Payne, D. Ballantyne, 1994), the authors of the paper have proposed a 
model of city relationship marketing in the process of attracting investors, tourists and stu-
dents. The target groups, which have increasingly greater possibilities of meeting their needs at 
the regional, national, European and global scale taking into consideration the growing compe-
tition of cities, are placed in the middle of the model. (Figure 1).For this study, the stakehold-
ers of regional capital cities were divided into three categories: public, non-profit and business 
organizations. These groups have different needs and expectations regarding products and ser-
vices provided by the city. In order to manage relations with heterogeneous constituencies, 
both local politicians (the mayor and PMs) and public managers should be able to make strate-
gic decisions about the use of collaboration to increase organizational performance. Attitudes 
towards collaboration, understanding of cooperation benefits and specific ventures illustrating 
collaboration will be subject of the empirical part of this text.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig.1. Model of relationship marketing in the process of attracting investors,  
tourists and students 

The three target groups for regional capitals, i.e. tourists, investors and students, were ex-
amined taking into account their capacity to transfer development factors such as financial, hu-
man and knowledge based capital (Kotler, 1999). These groups are characterized by greater mo-
bility than local inhabitants (Anders, Rudolf, 2013).   

The concept of stakeholders emerged in the United States in the 60's, initially in the con-
text of business operations. The stakeholder was the person or entity who was interested in the 
active-ties of the company and held various types of risks associated with its functioning (Free-
man et.al., 2010). Over 20 years later, the concept of stakeholders was clarified by E. Freeman 
(1984). He pointed out that the company operated in a highly complex environment. He believed 
that the activities of companies were influenced not only by shareholders and suppliers but many 
other actors in the companyís environment. 
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ed participants. Another example was cooperation with the university to support local business 
with know-how and increased transfer of technology to SMEs. The university and the city-
office co-operated in maintenance of a database of specific technological solutions and provid-
ed companies with information on their availability. In the area of the investors-related policy, 
the interviewees mentioned examples of collaboration with the central agency responsible for 
FDI. During meetings with potential investors, representatives of the city office are given op-
portunity to present a specific location to a foreign delegation. Tourism development policies 
were supported by regional tourism organizations with their knowledge potential regarding 
trends in the tourism market (Anders, Rudolf, 2012).  

The interviewees had a more positive attitude towards collaboration with institutional 
stakeholders than towards public participation. They recognized the need for participation, es-
pecially representatives of departments responsible for design of local strategies, by stating 
that ìpublic officials are not omniscientî, ìwe should not be in the position of people knowing 
better than local inhabitants what is good for themî, ìit is good to compare our assumptions 
with social perceptionî. Public consultations allow to save time and public money since ac-
cording to one of the respondents ìwe do not engage in activities that do not have local sup-
port, if we skip consultation and social discontent arises then we are forced to stop implemen-
tation of the project (Ö), consultations mean savings ñ you stop before serious resources were 
engagedî. On the other hand in all cities public officials stat that participative governance ex-
tends the process of decision making. In this respect, participative governance is of greater use 
in the phase of analysis than implementation of developmental policies. Public officials also 
gave examples of public consultations that were dominated by those who had firm and nega-
tive attitude towards city officeís proposals, those who had no professional knowledge about 
the legal framework for self government activities and tried to enforce solutions that could not 
be performed on legal grounds and those who did not pay attention to the topic of consultations 
and tried to redirect the dispute towards another area. These profiles of representatives of in-
habitants in consultative processes were unanimously indicated by the interviewees as a main 
barrier for conclusive results of public participation. The problem of unrealistic expectations 
on the part of citizens was also mentioned.  

When asked about goodness of fit of public participation for the managerial processes in 
the city office, the respondents gave lower scores to participation than to other dimensions of 
good governance. Effectiveness was regarded as a key factor in public governance, as well as a 
cohesive approach. Cohesion as a feature of good governance covered also the ability to cooper-
ate across departments within a public institution. In general, the interviewees seemed to per-
ceive a deficit of internal collaboration; on the other hand they gave many examples of tools 
used to improve interfunctional coordination such as: regular interdepartmental meetings, ex-
change of information via e-mails, phone calls, participation in city assembly meetings. They al-
so mentioned that internal collaboration depends on culture of management. In general, manag-
ers responsible for policies towards investors, tourists and entrepreneurs stated that they had full 
support from top management and could also function across formal divisions in city offices and 
their counterparts in other departments collaborated willingly. One of the respondents linked this 
to other departmentsí awareness of the primary value of the policies aimed at local entrepreneurs 
in local development. Another stated that willingness to collaborate was also institutionalized by 
centralization of promotion activities when other departments had to consult their information 
campaigns with the promotion department.  
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At least four dimensions of marketing were evoked, i.e. marketing communication, rela-
tionship management, marketing research and service development. It should be noted that many 
interviewees felt uncomfortable about this question, claiming they were not proficient enough to 
make statements about the role of marketing in local policies.  

CONCLUSIONS 

In this paper, the researchers made an attempt to propose a new approach in the analysis 
of marketing relations from the city perspective. A theoretical development of marketing from 
product through service towards relation-based to value-based marketing offers a promising in-
sight into the analysis of public sector organizations that operate in the multiple actorsí envi-
ronment. Differentiation between customers/users who are in the position to choose between 
different locations such as tourists, investors or prospective students and members of local 
community defined as shareholders is very useful for the analysis of market orientation of the 
city.  

Senior managers in City Offices of 8 regional capitals in Poland are aware of the value 
that collaboration delivers to processes of service delivery. They present a pragmatic view of 
collaboration as a means of improving efficiency and effectiveness of their institutions. How-
ever, only in some instances, collaboration is seen as a method that leads to better results for 
service users and stakeholders. Although relationship management appears as a marketing di-
mension in 1/3 of interviews, there is still no shift in consciousness of public managers from 
service delivery through relationship management to stakeholder value management. Market-
ing is not seen as a strategic and integrating approach for a public organization. Also relation-
ship management does not appear to be an important dimension of development strategies. In 
this context, processes of value creation for local stakeholders are not properly integrated. Pub-
lic managers should develop more insight into multifaceted nature of marketing while current-
ly they mostly share the perception of marketing as promotion. They should also pay more at-
tention to building reputation of a public organization based on real values delivered to stake-
holders. New methods promoting greater cohesion at all levels: organizational, policy building 
and interorganizational are required in order to utilize advantages of marketing orientation in 
local policies. 

At this stage, it was not possible to draw conclusions for the three classes of cities that 
were subject to the research, as well as observe significant differences concerning market 
orientation of senior managers depending on the type of customer. It opens an area for fur-
ther research based on the quantitative approach.  

The results indicate that at the discourse level there are no important differences in ap-
proaches to collaboration and public governance and market segments that cities perceive as 
strategically important (Anders, Rudolf, 2012). The interviews have confirmed that cities are 
result-oriented and place much emphasis on effectiveness as an important value in public 
governance. Partnership and collaboration are treated instrumentally as a tool that increases 
effectiveness of local development policies. Theories on collaboration have been built espe-
cially on explanations of strategic decision making within organizations; less attention has 
been devoted to the human element in collaborative decisions (Gazley, 2008). Resource de-
pendence theories have been especially prominent, with their ability to explain how a need to 
increase resources or reduce competition drives an organizationís strategic decision to ally 
with another (OíLeary et. al., 2009, p. 8). The compared cities differ in terms of external at-
tractiveness with Cracow being the only metropolis with positive net migration (tab. 4) and 
Cracow, Poznan, Lodz and Szczecin having the highest position in terms of tourism attrac-
tiveness, investment attractiveness and entrepreneurship. Lublin is a city located in the re-
gion where agriculture, farming and forestry are important sectors in the structure of em-
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Source: Cozens P.M., Saville G., Hillier D., Crime prevention through environmental design (CPTED): a review and 

modern bibliography, Property Management, Vol. 23, Iss: 5, 2005, p.330. 

Fig. 2. CPTED principles 

 
 
 
 
 
 
 
 
 
 
 
 

Source: own photos 

Pictures 1, 2. Housing estate in Lodz: examples of responsibility for space. 

Surveillance principle indicates that the supervision of the places increase the level of 
safety and sense of safety. Supervision can be formal or informal. Formal supervision is asso-
ciated with the presence of monitoring cameras and police patrols. This deters potential of-
fenders to commit the offense, as well as allows for better identification of the perpetrator. In-
formal supervision results from informal social ties, residentsí concern and sense of responsi-
bility for in a given area. It is associated with a social control of residents and passers-by of 
the space. 

To facilitate an informal supervision, it is necessary to provide an adequate visibility of 
the site (playgrounds, parking lots, streets) for example, from the windows of apartments. It 
also requires an adequate lighting to improve the identification of individuals in space. Areas 
with a poor visibility include places with too lush vegetation or underground passages. Places 
with a higher level of informal supervision include pedestrian streets, squares and public 
transport stops. Consequently, to speak of informal supervision, the space should be activated 
and shaped appropriately to obtain necessary functions. For example, city centers strive to 
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Source: own photos. 

Pictures 3, 4. The maintenance of green 

The beach next to the Ob river requires much attention. Currently it is not arranged what 
proves that no one is interested and responsible for this space. It should be clean and user-
friendly. The river gives a great opportunity to relax and socialize. It is recommended to get rid 
of litters, place trash bins and develop proper infrastructure (sign, pavements, pier, and prome-
nade).  

Taking into account lighting, it should be noted that the sidewalks and streets are rather  
well lit. A very good practice is that construction works being carried out at the dorms are very 
well secured and fenced which prevent illegal entry. Moreover, this place is very well lit at 
night which increases sense of safety among users of the space (Pictures 5, 6).  

 
 
 
 
 
 
 
 
 
 
 
 

Source: own photos. 

Pictures 5, 6. Illuminated construction site 

There are some deficiencies in lighting sidewalks, which are located in the forest areas. 
Lack of lighting contributes to the deterioration of the sense of safety of space users. 

The infrastructure is well-maintained: benches, playgrounds are of good quality and show 
no signs of vandalism. From the point of view of eliminating crime, the organization of young 
people time turns out to be very important. In the researched area there are well-maintained 
sports facilities, such as playground, running track, swimming pool, fitness in open space and 
even tennis court.  

It should also be mentioned that there is a high activity in terms of maintaining an ap-
propriate safety level of road infrastructure in Akademgorodok. Identified in the evenings 
overturned road sign in a close proximity to the dorms, the next day in the morning was re-
paired. 
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According to the occurrence of the graffiti there is no high intensity of this phenome-
non. There is one place with big graffiti. It is located next to the swimming pool, on the 
fence of a tennis court. But this can be treated as a part of a space and looks properly ar-
ranged (Picture 7). 

 
 
 
 
 
 
 
 
 
 
 

Source: own photos 

Picture 7, 8. Graffiti in public spaces and the example of formal supervision at the dormitory 

There is both formal and informal supervision of the researched area. The formal sur-
veillance consists of expanded monitoring (Picture 8).  

Informal supervision is accomplished on the footpaths because of the large number of 
users. In addition, informal supervision is carried out from studentsí windows. There are 
views to the car parking, parking for bicycles, garbage located in front of the dormitories 
(Pictures 9, 10, 11). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: own photos. 

Pictures 9, 10, 11. Informal supervision from the windows of the dormitory 
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Access control and target hardening is carried out by appropriate services. There is an 
effective security service which is present at the entrances to the faculties and dormitories. 
It identifies people entering the important, public spaces and protects against unauthorized 
persons. In each dormitory there is an order maintained by proper persons located on each 
floor.  

In Akademgorodok there is also all the necessary infrastructure like posts, fences of 
playgrounds, walls, barriers, gates, preventing car entry to the particular public spaces (Pic-
tures 12, 13). 

 
 
 
 
 
 
 
 
 
 
 
 

Source: own photos. 

Pictures 12, 13. Access control 

In the study area there are signs informing about the fire hazard in terms of its sources  
and appropriate behavior when the fire occurs. There are information boards and fire controls  
located near the forests and in the buildings that are the evidence of a high level of compliance 
with fire and health and safety regulations (Pictures 14, 15). 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

 

Source: own photos. 

Pictures 14, 15. User support 

From the point of view of road safety it should be noted that the quality of infrastructure 
is at a good level in Akademgorodok. The spaces for vehicles, cyclists and pedestrians  
are designated. The quality of roads and sidewalks is good and encourages going on foot. Hori-
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SOCIAL RESPONSIBILIT Y IN  
MODERN INTERNATIONAL   
BUSINESS 

Svitlana Vovk1 

The actuality of social responsibility in business is caused by the emergence and de-
velopment of business itself and entrepreneurship. The peculiarities of modern business, re-
gardless of its level and significance, require new reconsideration of responsibility taking 
into account current conditions and needs of the society, on the one hand, and feature of 
business development, on the other hand, thus creating market conditions as the third part 
and as the result of two previous parties. 

The main idea of the article is the statement: companies that wish to ensure their 
bright future will choose their activities, which shall not go beyond the limits given by soci-
ety of a particular country or several countries (in terms of regional integration), or world 
market as a whole. 

Before talking about the current trends in the provision of social responsibility we 
should understand its essence. Thereís no conventional definition of social responsibility in 
international practice, so everyone considers the term ìsocial responsibilityî in oneís own 
way. Social responsibility in business means charity, and patronage, and corporate social re-
sponsibility, and social marketing programs, and sponsorship, and philanthropy, and so on. 

Summarizing, we can say that social responsibility in business is the impact of busi-
ness on society and the responsibility of those who take business decisions to those who are 
directly or indirectly affected by these decisions. This definition of social responsibility in 
business is mostly perfect and can not be fully transformed into reality, because itís impos-
sible to estimate all the consequences of one decision. But social responsibility in business 
is not a rule, but a moral principle that should be used in decision making. 

Social responsibility in business is characterized by many levels: 
1. Basic level of social responsibility in business involves the following obligations:  

timely taxes payment, wages payment, creation of new vacations if possible. 
2. The second level of social responsibility in business provides adequate work and life 

conditions for employees: skills extension, preventive care, housing, social development. 
3. The third, highest level of social responsibility involves charity. 

Also, social responsibility in business is divided into internal and external. 
The internal social responsibility in business includes: work safety, wages stability, 

support of socially significant fees, additional medical and social insurance for employees, 
human resources development by organizing training programs and qualification extension, 
as well as assisting employees in critical situations. 

The external social responsibility in business includes: corporate sponsorship and 
charity, environment protection promotion, interaction with the local community and local 
authorities, willingness to participate in crisis situations, responsibility to the consumers of 
goods and services (production of quality goods). 

                                                           
1 PhD, Ternopil National Economic University, Ternopil, Ukraine. 
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In the model of integrated development of the territory of Siberian Federal district 
there are several constituents. First of all, it is the primary and obligatory command level ñ 
the system of planning and predicting in economy and social sphere. It includes the Strategy 
of social and economic development of Siberia up to 2020 as well as strategies and integrat-
ed programs of federal subjects and municipal entities of Siberian federal district.  

Important elements of the Siberian model are a system of stable development of territo-
ries, of small and medium-sized entrepreneurship, a system of modernizing machine-building 
and agricultural complexes, a system of monitoring the realization of programs of social and 
economic development, a system of staff training for bodies of state power and local self-
government. 

The basis of all territorial and branch programs and documents is constituted by unified 
methods of formulating strategic goals and unified approaches to their achievement. The Sibe-
rian program of integrated development of territories takes into account domestic and interna-
tional experience of planning and state regulation in economic and social sphere, works of 
scientists and specialists in the sphere of territorial management of district regions. The of-
fered model creates a basis for the interaction of the bodies of state power and local self-
government, business and society, permits to connect branch and territory interests with the 
purpose of providing comfortable living conditions for the population of Siberia.  

One of the main aspects of modern methods for strategizing Siberia is refocusing pro-
grams of agriculture support to programs of stable development of rural areas.  

In this connection, reaching a qualitatively new level of development of rural areas be-
comes one of the most important state targets, but there is no scientifically founded methodol-
ogy for managing rural areas.  

At that, every region is directed by its own approaches to development of rural territories, 
often without consideration of prevailing social and economic situations on a district level and 
peculiarities of rural settlements, which slows down the process of development stability, weak-
ens the efficiency of management over the territory on all levels. The absence of consistency in 
developing rural areas has led, to a considerable extent, to irrational allocation of productive 
forces, to underdevelopment of social and household structure and other disproportions which 
had a negative influence on efficiency of rural economy and living conditions in rural areas.  

Strategizing on local level of management got spread in developed countries in the sec-
ond half of the 20-th century. For local communities, to develop independently goals and the 
main directions of territorial development with consolidated participation of key economic 
entities became a necessary condition and the most efficient way to reach stability and sound-
ness of social and economic development in a dynamic competitive environment. At that, lo-
cal strategies are the basis for forming state plans and programs of territorial development. 

One of the key questions of strategizing is the increase in the level and quality of life of 
the rural population, constituting about 30% of the Russian population, diversification and 
development of rural economy and infrastructure with the preservation of a considerable role 
of agricultural branch, providing 5% of GDP, in which approximately 10% of the population 
is engaged.  

Creating conditions for stable development of rural areas is one of strategic goals of 
state regional policy, the achievement of which will permit to provide food security, to in-
crease competitiveness of Russian economy and well-being of citizens. 

However, on the federal level there is no regulatory and legal framework to regulate, on 
a full scale, all aspects of stable development of rural areas. Because of insufficient prepara-
tion of this problem, it is necessary to carry out scientific research in the sphere of the devel-
opment of rural areas in order to strengthen scientific and methodological support for mana-
gerial bodies on federal, regional and local levels. In this connection, corresponding changes 
are necessary in land, forest, water, city building, housing and budget law in the part of the 
provision and regulation of the stable development. 
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The implemented social and economic municipal program in Maslyaninsky district 
corresponds to global tendencies of the development of rural areas. This is the formation of 
dynamic innovative agriculture, which is impossible in the conditions of degrading social 
infrastructure of rural areas. Creating diversified rural economy together with good 
transport possibilities, developed social infrastructure and modern housing quality ñ this is a 
strategic direction of transformations in rural settlements, on which managerial efforts are 
focused, providing investment attractiveness of rural areas.  

In recent years, the realization of the main objective of Maslyaninsky project has been 
successfully carried out, that is to facilitate the formation of efficient models of interaction 
of the bodies of state power and local self-government, institutes of business, science and 
education, public organizations founded on state-individual partnership for realizing priority 
directions of a stable development of rural areas on innovative basis and the elaboration of 
mechanisms for attracting investment resources for short-term and long-term perspectives.  

This project does not contain analysis of all the problems, complete description of all 
mechanisms and technologies of strategic management of the socioeconomic development 
of a rural district. This work is still to be done. The authors only intended to show some ap-
proaches, proved by practice, to modernization of municipal management, which are neces-
sary to begin a positive and integrated development of any territory, especially rural.  

The main constituents of this process are: 
1) the evolvement of a productive strategic concept of local development, supported by  

the majority of the population of a municipal entity and based on principles of self-
organization and self-development; 

2) search for mutual interests and agreement, the union of efforts of the bodies of state  
power and local self-government, representatives of private business and municipal economy,  
as well as of common rural citizens in joint elaboration and realization of the policy directed 
at the integrated development of the territory, attraction of investments, economic growth, 
achievement of social justice and raising living standards, growth of birth rate and retention of 
young people in rural areas;  

3) training highly qualified specialists, the modernization and improvement of the pro-
cess of municipal management itself, including the elaboration and mastering of innovative 
technologies, underlying modern municipal management. 

In the center of the project ìMunicipal management of stable development of Maslya-
ninsky district of Novosibirsk regionî is raising living standards of rural population. The pro-
ject is aimed not only at the elaboration of the concept of the program, but also at the master-
ing of concrete mechanisms for realizing the declared goals and objectives, including moni-
toring and the assessment of the achieved results at different stages of work, besides the 
project provides the possibility of correcting and the diversification of the activity.  

The project has an open character and supposes further development and the im-
provement of all the constituents of its directions as well as the extension of its participants 
due to the attraction of investors, entrepreneurs, managers, advisers.  

For business, the success of the project means the formation of favorable conditions 
and a reliable foundation for a long-term economic development.  

For large sections of the public, it is the priority of goals reflecting the idea of social  
justice (health care, education, and housing) and understandable ways of achieving it.  

For the state, it is an experience of improving mechanisms of interaction between power  
bodies of different levels, the refinement of technologies for managing the integrated social  
and economic development of rural areas, a possibility to spread the best practices and to  
increase the competitiveness of the economy of municipal entities, regional and national 
economy on the whole.  
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