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Abstract

The implementation of innovations and investments is an important condition for business
development in the region. Creating a favorable investment climate for entrepreneurs will
contribute to the stable functioning and development of the region’s economy. The authors
propose a methodology for assessing the innovation and investment potential of
municipalities in a particular region. The methodology is based on the analysis of statistical
indicators in five groups: production and finance, labor, infrastructure, investment and
social sphere. The main stages of the methodology are: to identify indicators that
characterize the innovation and investment potential; determine the indicator’s value for
each municipality; to assess a complex indicator of the territory’s potential and compare the
complex indicator with a data base, which uses the average indicators of the region. The
paper considers the structure of the complex indicator proposed for assessing the
innovative and investment potential of the territories. A comparison of territories according
to a comprehensive indicator of the innovative and investment potential made it possible to
identify the most vulnerable areas where measures must be taken to ensure an innovative
and investment development in order to develop the economy of the region.
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Introduction

The activation of innovation and
investment initiatives is a necessary
condition for a stable functioning and
progressive development of the country's
economy. But in Russia, this problem has a
pronounced regional content, due to the
significant differentiation of territories in
terms of the level of the gross municipal
product, the rate of inflation, the balance of
regional and municipal budgets, and the
standard of living. As a result, the national
economy's transition to the stage of stable
functioning and sustainable growth should
be preceded by an institutional support for
reducing the risks of the economic activity.
In other words, only an investment
mechanism of expanded reproduction that
is effective in the regions of Russia can
guarantee the national economy a way out
of the recession and form the foundations
of an innovative structure that makes it
possible to take a leading position in the
world and provide the population with a
high quality of life.

Hypothesis 1. The innovation and
investment potential is determined by a
number of factors; it is necessary to
determine the most significant of them.

Hypothesis 2. The types of the pursued
social and economic policy predetermine
the possibility of increasing the innovative
and investment potential.

Methodology

One of the most important elements of the
mechanism for financing the innovation
and investment processes in municipalities
of a region is the methods for assessing the
potential of their innovative and
investment development. State financial
support for the territories in the process of
innovative and investment development
should be based on the creation and
promotion of long-term competitive
advantages. In this regard, the application
of a model is proposed for assessing the
potential of innovation and investment
development of municipalities in the region

using an integrated approach. It is based on
a system of indicators, including an
analysis of the dynamics of the social and
economic development of the region, and
an assessment of the resource potential for
innovation and investment development.

The methodology proposed by the authors
for assessing the innovation and
investment potential of municipalities is
based on an indicative analysis. This
approach is often used in the economic
literature to assess social and economic
phenomena in regional economic systems
(I. Gurban and A. Sudakova (2015), E.
Vasilieva, A. Kuklin and I. Lykov (2014), E.
Bartelsman, S. Scarpetta and F. Schivardi
(2005), Ek. Kolmakova (2014), P. Pykhov
and T. Kashin (2015), T. A. Shindina, Ek. M
Kolmakova, G. A. Vlasova, N. A. Orlova and
I. D. Kolmakova (2016), D. A. Maslennikov,
S. N. Mityakov, L.Y. Kataeva and T. A.
Fedoseeva (2019)).

The basis of this methodology is the
method of identifying a set of indicators
that characterize the level of the social and
economic development of municipalities.
These indicators are grouped according to
the elements of the potential characterizing
its individual components, forming blocks
of indicators. For a more complete
description of the situation in some areas,
synthetic indicators are also used, which
are a number of particular indicators. The
application of this hierarchical structure
and the corresponding set of indicators
allow this study to analyze more deeply the
conditions for the formation of an
innovative and investment potential of a
particular territory.

The assessment of a region's innovation
and investment potential includes a
number of stages:

1. Determining the score of the
municipal entity in the region on the basis
of the system of indicators for assessing the
innovation and investment potential.
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2. Defining the potential of the
innovative and investment development of
the region for each group of indicators.

3. Introducing a  comprehensive
assessment indicator of the innovation and
investment potential of municipalities.

4. Comparing the obtained integral
indicator with a certain base.

5. Drawing
decisions.

conclusions, making

At the first stage, it is necessary to
determine the sum of scores for each
municipality in the region assessing the
indicators which characterize its
innovative and investment potential, which
are presented in Fig 2.1.

System of indicators for assessing the innovation and
investment potential of municipalities

Production Investments Infrastructure Labor resources Social block
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 E—
|| Indicator Indicator Indicator Indicator —| Indicator
Ay Ci E; Gy K,
L J
4 N\
Indicator | | Indicator Indicator Indicator | Indicator
A, C Ex G K,
. J
4 N 4 N\
Indicator Indicator Indicator Indicator Indicator
As Cs E; G Ki
\ R
Indicator Indicator .
Indicator B G —| Indicator
Cy \ 4 Y, ! K;
4 \
Indicator
_ Es
—
 SEEEE—
Indicator
Es
—

Fig. 1: System of indicators for assessing the innovation and investment potential of
municipalities

Indicators of the elements of block 1:

A1 - shipped goods of own production,
performed works and services on their
own (without small businesses) per capita,
one thousand rubles;

Az - fixed assets for urban districts and
municipal areas (at the end of the year; at
full cost; million rubles per 1 employee of
organizations);

As - surplus (+), deficit (-) of the municipal
budget (local budget), executed, thousand
rubles, value of the indicator for 2016

Indicators of the elements of block 2:
C1 - volume of investment in fixed capital

(except for budgetary funds) per 1 person,
rubles, value of the indicator for the year.
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Cz - number of sites open to the investor
(according to the investment passports of
the municipality on 22.12.2016).

Cs - share of innovative goods, works and
services in the total volume of goods
shipped, works performed and services of
industrial production

Cs - number of patents for inventions per
population of the municipality

Indicators of the elements of block 3:

E1 - length of motor roads per unit area of
the  territory under  consideration
(km/km?)

E2 - area of municipality per capita as of
January 1, 2015, km?

E3 - share of the territory influenced by the
megapolis from the total area of the
territory under consideration

E4 - volume of ore mines (thousand tons)

Es - volume of nonmetallic minerals
(thousand m3)

E6 - volume of rare-earth minerals (kg)

Indicators of the elements of block 4:
Gi1 - dynamics of the population in

municipalities (the analysis period of 3
years)

G2 - average annual number of employees
of organizations in % of the total
population

Gs - level of registered unemployment in %
of the economically active population

G4 - characteristics of the territory by the
number of scientific personnel per capita

Indicators of the elements of block 4:

Ki - ratio between fertility and mortality
(coefficient of vitality).

Kz - level of average wages of the
population (thousand rubles per month).
K3 - total area of residential premises, an
average for one inhabitant (m?/person).

Ka - consumer price index

The method was tested in 12 wurban
districts within the Chelyabinsk region. The
study provides a comparative analysis of
the innovative and investment potential of
urban districts in the Chelyabinsk region
for 2011-2013 (I period) and for 2014-
2016 (II period). Criteria for evaluating the
innovation and investment potential of
municipalities are given in table 2.1

Table 2.1: Criteria for assessing the innovation and investment potential of
municipalities (fragment)

Indicator

| Criterion for assessing

Block "Production and Finance"

A1 - shipped goods of own production,
performed works and services on their own
(without small businesses) per capita, one
thousand rubles;

Above average regional level - 2 Points.

At the level of the regional average - 1
Point.

Below the regional average - 0 Points

Az - fixed assets for urban districts and
municipal areas (at the end of the year; at full
cost; million rubles per 1 employee of
organizations);

Above average regional level - 2 Points.

At the level of the regional average - 1
Point.

Below the regional average - 0 Points

As - surplus (+), deficit (-) of the municipal
budget (local budget), executed, thousand
rubles, value of the indicator for 2016

Budget surplus of municipality - 2 Points
Budget deficit of municipality - 0 Points

Block "Investments”

C1 - volume of investment in fixed capital
(except for budgetary funds) per 1 person,
rubles, value of the indicator for the year.

Positive dynamics of the indicator - 2
Points.

Unstable dynamics - 1 Point.

Negative dynamics - 0 Points.

C2z - number of sites open to the investor
(according to the investment passports of the

from 1 to 3 - 1 point
from 3 to 5 -2 points
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municipality).

more than 5 - 3 points

Cs - share of innovative goods, works and
services in the total volume of goods shipped,
works performed and services of industrial
production

Positive dynamics of the indicator - 2
Points.

Unstable dynamics - 1 Point.

Negative dynamics - 0 Points.

Cs4 - number of patents for inventions per
population of the municipality

Positive dynamics of the indicator - 2
Points.

Unstable dynamics - 1 Point.

Negative dynamics - 0 Points.

Block "Human Resources”

Gi1 - dynamics of the population in
municipalities (the analysis period of 3 years)

Positive dynamics of the indicator - 2
Points.

Unstable dynamics - 1 Point.

Negative dynamics - 0 Points.

G2 - average annual number of employees of

Above average regional level - 2 Points.

organizations in % of the total population At the level of the regional average - 1
Point.
Below the regional average - 0 Points
Gs - level of registered unemployment in % of | Above average regional level - 2 Points.
the economically active population At the level of the regional average - 1
Point.
Below the regional average - 0 Points
G4 - characteristics of the territory by the | Above average regional level - 2 Points.
number of scientific personnel per capita At the level of the regional average - 1

Point.
Below the regional average - 0 Points

Then, the indicator of the innovative and
investment potential of the municipality is

PMO, = Mf, | Mn,

where:

determined for each block of the indicators
according to the formula:

(1),

Mfi- actual sum of points for each block of indicators;

Mn;- minimum set sum of points for each block of indicators.

At the next stage, a complex indicator of the innovative and investment potential of the

territory is defined by the formula:

KAP = iPMOi /n

i=1

where n is a number of indicators of the
innovation and investment potential of the
municipality.

(2)

The fourth stage involves comparing the
obtained integral indicator (KAP) with the
base, which is used as integral indicators;
the average for the region.
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The final stage involves
conclusions and making decisions.

drawing

Results

To illustrate the application of the
proposed methodology, it was tested on
the example of municipalities within the

Chelyabinsk region of the Russian
Federation.
Table 3.1. presents a fragment of

calculating the score for each municipality

in the context of the blocks of indicators
proposed by the study before (Table 2.1).
The scoring for each block of indicators is
based on the analysis and evaluation of
statistical data according to Table 2.2.

Table 3.1 presents the score for each
municipality in the context of the groups of
indicators presented in Table 1 for 2011-
2013 (I period) and for 2014-2016 (II
period).

Table 3.1: Score of municipalities on the basis of indicators of the innovation and
investment potential (fragment)

Indicators Zlatoust Kyshtym Ust- Kopeysk Troitsk Chelya-
District District Katav District District binsk City
District
T2 |1zl 1z=(2 |2 (8 [ |2 |3 |3
= = — | — = — | — = — —
s |2 |2 |2|g|2|le |2 |z |28 |k&
Block Mf; 6 5 4 3 2 2 4 2 4 2 5 4
"Product | Mn; 2 2 2 2 2 2 2 2 2 2 2 2
ion and ['pMo, 30 125 |20 |15|1 |10 |20 |10 20 |10 |25 |20
Finances 0
Block Mf; 15" | 12 10 [10 |3 3 16 |11 18 18 21 | 26
"Investm | Mn; 3 3 3 3 3 3 3 3 3 3 3 3
ents PMO: 50 | 4,0 33 |33|1 |10 ]53 |37 60 |60 |70 |87
0
Block Mf3 6 4 2 7 5 6 8 8 7 5 7 8
"Infrastr | Mn; 2 4 2 4 2 4 2 4 2 4 2 4
ucture PMO3 30 |10 1,0 |18 |2 |15 |40 |20 35 |12 |35 |13
5
Block Mfs 6 5 2 2 2 2 4 4 4 3 7 7
"Labor Mn4 2 2 2 2 2 2 2 2 2 2 2 2
R"esource PMOa4 30 |25 1,0 |10 |1, |10 |20 |20 20 |15 |35 |35
S 0
Social Mfs 4 5 4 3 2 4 2 2 1 6 4
block Mns 2 1 2 1 2 1 2 1 2 1 2 1
PMOs 50 |20 |30]|1 [30]20 |20 1,0 |10 |3.0 |40
2,0 0
n 150 193 |96 |65]75 |15 | 10,7 | 145 ] 10,7 |19, | 195
PMO; 16,0 3 5
i=1
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The scoring for each group of indicators is
based on the analysis and evaluation of

statistical data (economic, social and other
indicators) according to Table 2.2.

For each group of indicators, the value of
the smallest sum of points gained by any

municipality becomes the base (Mni) for
calculating the indicator of the innovation
and investment potential of the
municipality for each group of the indicator
system (PMOi). Next, it is necessary to
define a comprehensive indicator of the
innovative and investment potential of
each municipality. For example, for the first
municipality:

> PMO, = PMO, + PMO, + PMO, + PMO, + PMO; ~ (3)

i=1

Similarly, the comprehensive indicator of
the innovation and investment potential of
other municipalities was determined. The
results of the calculation of comprehensive

indicators of evaluating the innovation and
investment potential of municipalities of
the Chelyabinsk region (fragment) are
presented in Table 3.2.

Table 3.2: Rating of the innovation and investment potential of municipalities on the

basis of integrated indicators (fragment)

Indicators Kyshtym | Ust- Kopeysk | Troitsk | Chelya
Zlatoust | District Katav District | District | -binsk
District District City
I period (2011-2013)
n 3,20 1,86 1,30 3,06 2,90 3,90
KAP =" PMO, /n
i=1
Rating A D D B B A
Il period (2014-2016)
= 3,00 1,92 1,50 2,14 2,14 3,90
KAP = Z PMO; /v
i=1
Rating B D D C C A

As it can be seen from the table, the
greatest innovation and investment
potential is that of Chelyabinsk City, which
is followed by Zlatoust District. Kopeysk
District and Troitsk district had rating B in
the first period and fell to a lower position
in the ranking in the second period.
Kyshtym and Ust-Katav districts are in
group D. Out of the 12 studied city districts
in the Chelyabinsk region in the second
rating period, 3 municipalities are rated as
A, 4 - as B, 3 are rated as C and 2
municipalities are rated as D. At the same

time, three municipalities ( Zlatoust,
Kopeysk and Troitsk) have worsened their
positions in the ranking. The reason for this
situation was that in these municipalities,
there was no process of active updating of
fixed assets of production; the level of
investment was insufficient for innovation.
Thus, the social and economic policy
implemented in the municipalities directly
affects the level of the innovation and
investment potential of the municipalities.
The characteristics of municipalities in
terms of innovation and investment
potential are given in Table 3.3.
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Table 3.3: Characteristics of municipalities in the level of innovation and investment

potential

Group of municipalities

Characteristics of municipalities in the group

A

Municipalities with the
favorable conditions for innovation
and investment activity

most

When an active renovation of the material and
technical base of production and investment is
concentrated in the real sector of the economy,
there can be a high level of innovative filling of
investments in this municipality, creating favorable
conditions for the formation of an innovative
environment in municipalities.

B
Municipalities primarily operating
the existing economic complex

The situation in which the existing permissible level
of the material and technical base of production is
not supported by new capital investments, testifies
to the exploitation of the existing economic complex
and the absence of long-term development plans for
business representatives.

C
Municipalities mainly operating
financial or natural resources

If most of the investments are directed to short-
term and rapidly recouping sectors of the economy,
compared to investments in the real sector of the
economy, this leads to a moral and physical
deterioration and aging of equipment in the
industrial sectors of the national economy and a
gradual lag in the economic development. In this
situation, the financial or raw material resources of
municipalities are being exploited.

D
Crisis "depressed" municipalities
with worn out materials and

investment activities

technical bases and low level of

Low investment activity of the municipal formation
in combination with a heavily worn out material
and a technical base indicates a deep investment
and economic crisis, that is, the lack of conditions
for the implementation of innovations.

Municipal formations belonging to group A,
thus, have a fairly stable innovation and
investment potential, municipalities
belonging to groups B and C are medium-
stable, and those in group D have an
innovative investment potential with low
sustainability.

From the above, it can be concluded that
the sustainable municipal development can
be interpreted as a dynamic and complex
state of the system based on a balanced set
of social, economic, ecological, political and
other interrelated processes implemented
on the basis of a rational use of all
resources of the territory, not exceeding
the maximum permissible loads for the
environment, and enabling to consistently

increase the potential of the municipality to
improve the quality of life and the needs of
citizens residing in its territory.

Thus, it can be concluded that the
administrative and territorial units of the
Chelyabinsk region are quite differentiated,
despite the fact that, on the whole, the
region has the status of an industrial region
specializing in metallurgy.

Conclusion

Determining the level of development of
the innovation and investment potential
allows this study to take measures to
ensure the growth of new technologies,
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innovative goods, works and services,
increasing the investment attractiveness of
the municipal formation, not only in the
foreseeable future, but also in the strategic
perspective. Coro, G. and Micelli, S.(2007);
Parrilli, M. D., Curbelo, ]. L. and Cooke, P.
(2012); Lopez-Estornell, M., Tomas-Miquel,
J-V. and Expésito-Langa, M. (2014);
Tsertseil, J. S., Kookueva, V. V., Gryzunova,
N. V. and Khashchuluun, C. (2017) noted
the correlation between the sustainable
territory's development and the magnitude
of innovation and investment. This study
also reveals this dependence.

The results of territory ranking by the
innovative and investment potential allow
this study to determine the most
problematic areas in levels and criteria
necessary for taking measures for ensuring
the innovation and investment
development of a given territory. Besides,
the results obtained on the basis of
potential opportunities of the territory
(fossils, energy, recreational zones, etc.),
make it possible to develop program
measures to increase the investment
attractiveness of a particular territory.

Municipalities in Groups C and D (for
example, Kyshtym and Troitsk Districts),
respectively demonstrate a decline in the
population for the analyzed period. The
potential for labor resources is low.

The financial basis for the development of
the regional economy and its constituent
municipalities in terms of financing the
public sector are territorial budgets. The
municipalities from group A demonstrate
high positive dynamics in the formation of
the financial result of the activity. They
demonstrate the highest indicators of the
budgetary security.

The obvious lag of most municipalities is
observed in terms of indicators of the
"Infrastructure” block, which is a
confirmation of hypothesis 1. This confirms
the conclusions of C. V. Sylvie Demurger
(2001), A. Kumar, D. Gray, M. Hoskote ,
Swvon Klaudy and ]. Ruster (1997), H.
Kelejian and D. Robinson (1997). A.
Munnell (1992) and Doloreux, D. (2002) on

the importance of this factor in the
development of the territory.

Assessing the development level of the
innovation and investment potential of the
municipality results in the identification of
potential investment objects. This greatly
facilitates the work of the investor in the
search for sources of investment, as well as
reduces the risk of non-return of the funds
invested by them.

Prospective directions of investing in the
economy of territories belonging to the
first group can be:

- Development of innovative activities. For
the development of the municipal
education as an economic center, it is
necessary to pursue a policy of advancing
development of science and technology in
relation to other branches and spheres of
activity in the municipality;

- Construction of international logistics
centers.

Prospective directions of investing in the
economy of territories belonging to the
second group can be:

- Construction of large and small electric
power facilities.

Prospective directions for investing in the
economy of territories belonging to the
third group can be:

- Development of the tourism and
recreation industry;

- Organization of economic activities that
reduces the negative impact on the
environment and the health of the
population, and preserves the biological
and landscape diversity of the territory;

- Diversification of economy in single
cities.

Prospective directions for investing in the
economy of the territories belonging to the
fourth group can be:
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- Realization of "breakthrough" investment
projects and importing substituting
technologies;

- Introduction of energy and resource
saving;

- Maximum use of natural, infrastructure
and human capital opportunities of small
towns and rural areas within the
framework of comprehensive programs of
social and economic development.

In the conditions of uneven development of
municipalities within the social and
economic space of the region, it is possible
to single out, in this study’s opinion, the
following types of social and economic
policy conducted by municipalities:

- Stimulating municipal policy. The
municipal authorities actively search for
investors and use all the means at their
disposal to accelerate the economic
development by stimulating the
introduction of innovations, the
development of modern industries (as well
as the curtailment of old ones), through
infrastructure and information preparation
of the territory (Chelyabinsk City and
Magnitogorsk City).

- Adapting municipal policy. The
municipal authorities use their available
resources to mitigate the negative
consequences associated with the lack of
funds in the local development budget.
Such a policy is also oriented at receiving
subsidies, subventions and benefits from
higher-level budgets for the performance
of assigned powers (for example, Kyshtym
District, Karabash District and Troitsk
District).

- Compensatory municipal policy. The
municipal  authorities  promote the
adaptation of more mobile and manageable
components of municipal development to
inertia and less manageable ones; they use
the resources at their disposal to mitigate
the negative consequences associated with
the lack of resources in the local
development budget. This policy is also
associated with obtaining subsidies,

subventions and benefits from budgets of a
higher level, but for the purpose of
transitioning to a new type of production
related to development (Ust-Katavsk
District and Chebarkul District).

One of the ways to increase the innovation
and investment potential of municipalities
is their entry into the composition of
agglomerations and territories of advanced
social and economic development.

«The work was supported by Act 211
Government of the Russian Federation,
contract Ne 02.A03.21.0011»
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