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Abstract. Research is aimed at the improvement of methods and tools to assess the
portfolio of regional economic development projects basing on the application
of the system theory, algorithmic modelling, methods of expert evaluation,
decomposition and synthesis. A methodical approach is proposed to establish the
cause-and-effect relationships between strategic and operational goals, their
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results and indicators, undetlying the determination of the value of regional

. . , o DOL:
economic development projects. The authors’ approach allows to identify 10.14254/2071-
shortcomings in the structure of regional economic development projects in 8330.2020/13-4/11

order to develop the regional policy. Besides, it made it possible to identify
indicators, achievement of which would create the greatest value for achieving
the strategy goals — those with higher strategic importance, assessed by integral
indicator developed by the authors. This approach can be further used to evaluate
regional economic development strategies at the levels of the united territorial
communities, cities and regions. The results of assessing the strategic importance
of the components of regional (local) economic development strategies should
be used by policy makers as methodological approach to improve the economic

project portfolio basing on value models of project management.

Keywords: project management, regional economic development, strategy, value-
oriented approach.

JEL Classification: O22, R58.

1. INTRODUCTION

Any region or a territorial community is a complex socioeconomic system, the development of which
occurs under the influence of a certain set of endogenous and exogenous factors. The strategic planning
and management process consists in developing and adopting strategic decisions based on the use of
positive and at the same time limitation of negative impacts of these factors. In today's strategic management
theory and practice within complex socioeconomic systems, there is a widespread approach based on the
definition of mission, vision, strategic and operational goals of the territory development, being
implemented through the application of the program management mechanism.

Despite the relative simplicity of the conceptual strategic management model, its construction and
implementation in a particular region or a community is facing a number of obstacles that can be grouped
into the following blocks:

1) complexity of the mechanisms for identifying and supporting the strategic priorities of the region
(community) development and their interrelation with the operational objectives of the respective strategies;

2) difficulty of establishing effective relationships between the subsystems of strategic planning and
program management.

This leads to the fact that regional (local) development strategies are rarely carried out, while
implemented program and projects often do not directly influence the achievement of strategic or
operational objectives of the strategies. As a result, the efficiency of the financial resources use directed at
development projects is low.

It is not surprising that many programs of regional economic development are not implemented in the
initial form and authorities have no any responsibility for the results of their implementation. At least, it is
well-known practise in countries with immature institutional environment of regional strategic planning of
the economy (Kostiukevych et al., 2020). However, if the program objectives were not achieved, it confirms
the hypothesis that in the program management practice little attention was paid to determining the causal
relationships between the project goals and results as well as the expected results of the programs within
which these projects are implemented. The same problems exist at the level of interconnection between
programs and regional (local) development strategies goals these programs are directed at.
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Considering this fact, the aim of our research is to apply a value-oriented approach to assessing
porttfolios of regional economic development projects in combination with strategic mechanisms based on
in-depth diagnosis of cause-effect relationships of the relevant strategies components.

2. LITERATURE REVIEW

There ate a lot of scientific papers and practical manuals about methods of strategic development.
International organizations fund programs aimed at broad engagement of community in the development
of strategies. Significant scientific studies in the atea of program management approach at the local level
constitute an integral part of strategic management system in local self-government bodies (LMS).

The basis of strategic management in the community is to ensure sustainable development within a
higher-level system. Emergency issues of the goals of regions development with the objectives of higher-
level systems are in detail investigated by Kh. Gizatullin, F. Garipov and Z. Garipova (2018). The application
of the project approach to spatial development of the territories is substantiated by Kurushina and Petrov
(2018). In particular, the authors propose to take into account the synergistic effects of interregional
interaction in the process of project evaluation.

Noteworthy are the proposals of Kuklin and Korobkov (2018), Asatiani and Verulava (2017) and Bilan
et al. (2020a) concerning the application of the index of well-being of the person and the territory of
residence as a criterion for the socio-economic development of the region. Kislitsyna, V. Cheglakova, L.
Karaulov V. and Chikisheva A. (2017) recommend using the system of target indicators from the standpoint
of the integrated approach to the assessment of socio-economic development of the regions.

The result of the strategic process is the creation of the portfolio of projects, the implementation of
which will ensure the achievement of strategic goals. The question of the relationship between projects and
the institutional environment in which they are implemented is the subject of research carried out by a
number of scholars. In this context, one should pay attention to the research of S6derlund & Sydow (2019),
Kopmann et al. (2017), Young et al. (2012).

Over the past years, researchers and practitioners have been studying the issues of achieving high-
performance project portfolios and their focus on achieving strategy goals. This led to the emergence of a
number of scientific studies on the use of value-oriented methods in the management of portfolios,
programs and projects. These questions are substantiated in scientific works of Miia Martinsuo, Hans Georg
Gemiinden and Martina Huemann (2012), Nazirah Zainul Abidin and Christine L.Pasquire (2007).

Ukrainian Cities Association within the USAID “DIALOGUE” project framework conducts a
sufficiently systematic work on the issues of strategic planning and project management methodology. With
the USAID support in 2015, there was published a series of methodological and practical guidelines covering
issues of strategic planning, financial management, methods of community engagement, fundraising,
algorithms create integrated communities and their regulation (Vasylchenko et al., 2015). Some aspects of
strategic development planning of the united communities are investigated in the studies (Ahmed et al.,
2018; Gavatiuk et al., 2020; Milovic et al., 2020; Krayneva et al., 2017; Pavel et al., 2018). In this regard
authors’ recommendations are developed within the framework of prosperity and overall socioeconomic
development (Bilan et al., 2020b; Ginevicius et al., 2018; Meyer & Meyer, 2019; Mishchuk et al., 2020),
sustainable development goals achievement (Krzymowski, 2020), improvement of infrastructure for
regional development (Nugraha et al., 2020; Poor et al., 2018), particularly considering the problems of
regional development in countries with immature economy (Kozlovskyi et al., 2019; Korbutiak et al., 2019).

Nevertheless, the issues of project and program portfolios formation taking into account their
contribution to the achievement of the strategic goals are not thoroughly investigated. In particular, there

are no methods and tools for developing and managing programs and projects in view of their value
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(importance, contribution) in achieving strategic goals of the appropriate level.

Problems of program management application in Ukraine at a national and regional level. In the
modern system of public administration in the developed countries, program management is an effective
and basic tool for solving complex problems at a global, national, regional and local level. Particularly
relevant is the application of program management principles and mechanisms to address the
transformation problems of organizational and economic systems, which creates conditions for quick and
effective reforms. Because of implementation processes of the “Association Agreement between Ukraine,
on the one hand, and the European Union, the European Atomic Energy Community and their Member
States, on the other hand”, which consist in a profound transformation of economic mechanisms in various
fields, the importance of program management mechanisms is difficult to overestimate.

In Ukraine, however, this tool has not demonstrated efficiency either at a national, regional or local
level. Analyzing the strategies and programs adopted during the years of independence, it is difficult to find
one that could be achieved in time and in full. The adoption of the Law of Ukraine “On National Target
Programs” in 2004 (VRU, 2004) did not solve the problem fundamentally. Attempts with hundreds of
programs to resolve the situation at least somehow (many of which had not received proper funding or had
not even started) through closing or freezing them did not solve the situation as well. After all, a number of
strategies and programs as well as the pace of their implementation still do not correspond to the planned
ones, and the goals are unattainable from the very beginning.

The vivid examples of the ineffectiveness of program management in Ukraine are the implementation
processes of the Ukraine-2020 sustainable development strategy and the implementation of the plan for the
association agreement between Ukraine and the European Union. For example, the dynamics of the
overwhelming majority of the 25 key indicators assessing the implementation of reforms and programs
being a part of the Ukraine 2020 strategy is inadequate, and some of them are inaccessible (such as a gross
domestic product of § 16,000; Ukraine will enter the 50 best countries in the world, the inflow of foreign
direct investment - USD 40 billion, etc., on the perception of corruption index that Transparency
International expects. Such results are mainly due to the fact that the strategy does not contain effective
mechanisms for monitoring and evaluating its implementation. Experts from the Ukrainian Evaluation
Association “Strengthening Decentralization in Ukraine” state that the indicators for implementing the
strategy do not fully reflect the degree of problem solving. That is, when the target values of the indicators
are reached, the problem will not be solved. In addition, the Government Action Plan (CMU, 2015) has no
relationship with strategy indicators, and therefore its implementation cannot serve as a reliable basis for
quality monitoring and evaluation. According to experts, “monitoring and evaluation systems used by
Ukrainian authorities are not able to assess the implementation of the Ukraine-2020 Sustainable
Development Strategy. The authorities of Ukraine practically did not carry out monitoring and evaluation
of the Ukraine-2020 Sustainable Development Strategy in 2015 - 2016 and still do not carry it out”.

Mechanisms of program management in Ukraine contain a number of systematic problems (MEDTU,
2016), which are inherent at a regional and local level and which we also agree on:

- state target programs have not become effective and efficient tool for solving the most important
problems of development of the nation, separate branches of economy or administratively territorial units;
they act as a “formal document with a declaration of intention to do something”;

- within the framework of planning and use of the national budget funds, the principles of priority of
the problem are not fully respected; financial resources are diverted;

- the projected amounts of financial resources of the program, incl. those of the national budget, are
not consistent with the real possibilities of their financing;

- contrary to the requirements of paragraph 29 of the Program Procedure, they do not include methods
for assessing the effectiveness of their implementation, which should be developed by the government
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customert, taking into account the specificity of the program and the final results;

- on the part of national customers there is a formal approach to meeting the requirements of the
current legislation in the field of development and implementation of state target programs;

- no opportunity to exercise control by the public (paragraph 50 of the Procedure);

- unsatisfactory reporting by government customers: non-compliance with the deadlines for
submission, information is not provided in full and not about all executives;

- lack of a transparent representation in the national budget of expenditures for national target
programs financing.

As a result of reports analysis on the national target programs implementation (RRC, 2016), we found
out that a number of programs do not contain clear indicators that could be used to assess the effectiveness
of their implementation. Another problem is that the available indicators often do not characterize the
degree of achievement, but the quality of the program management process, which leads to the situation
when the program measures are implemented, the funding has been spent, and the goals have not been
achieved. Under the indicator, we understand a quantitative or qualitative factor (variable) that provides a
simple and reliable way to measure the achievements of the project and / or the program, reflects the
changes associated with the project and / or program, or helps to assess the activities of the project
implementer and / or program.

We consider it expedient to allocate resulting indicators in the programs that characterize the problem
solution degree (indicators of the availability and quality of program products such as GDP per capita,
unemployment rate, percentage of waste disposal, etc.) and indicators of the quality of the program
implementation process (e.g. number of normative acts, methods, hearings, etc.).

To exemplify this, let's take a "Report on tasks implementation in 2017 of the National Strategy for
Regional Development of Ukraine for the period until 2020" by the Ministry of Ecology and Natural
Resources of Ukraine. Of the 15 indicators, only 3 characterize the state of the problem solving:

- share of the utilized waste (to the total amount of generated waste) (forecasted - 43.3%, 2016 factually
- 28.6%, 2015 factually - 29.6%);

- area of the natural reserve fund (forecasted - 9.09 million ha., 2017 factually- 3.98 million ha.);

- specific gravity of the nature reserve fund area to the area of the administratively territorial unit
(forecasted — 15%, 2017 factually - 6,6%).

Instead, indicators characterizing the process (such as the existence of coordination councils,
guidelines, web pages, national plans, inventories, etc.) do not directly characterize the extent to which the
problem is solved, but form its only prerequisites. Therefore, such indicators should serve as a tool for
monitoring program implementation processes, which should be reflected in annual performance reports.
While the indicators of problem solving degree form the basis for assessing the effectiveness of the program
as a whole, it is advisable to make such an assessment not only after the program is completed, but also
periodically (e.g. annually, when higher frequency is not set by the normative acts of the authorities that are
the customers of the relevant programs).

The differentiation in the reporting of indicators of monitoring and assessment of the target programs
implementation will enable on-time necessary management decisions to make changes to programs and
implementation plans, and also to approach the processes of evaluating the programs effectiveness and

using resources for their implementation in a more objective way.
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3. METHODOLOGY

The modern theory and practice of project management has at its disposal tools for these problems
solving. One of these is the methodology of a value-based approach implemented in the Japanese Standard
for the management of innovation projects (P2M, Program Management for Enterprise Innovation) (PMA,
2001), which can be adapted to the tasks of program management in the system of local government of the
united territorial communities. The principles of and approaches to develop the project, program and
portfolio management are advanced and supported by the Project Management Institute with its set of
standards: The Standard for Program Management (PMI, 2017a), The Standard for Portfolio Management
(PMI, 2017b), The Standard for Organizational Project Management (PMI, 2018). So, in our research we
use the terminology of these PMI standards.

The essence of the methodology is that the key criteria for project success are not so much the receipt
of the project product, but the assessment of its contribution to the implementation of the strategy (created
value), within which this project was implemented. Ukrainian scholars S. Buschuev and F. Yaroshenko
(2012) define the project value by its revenues, which ensure the product in fulfilling the requirements
contained in the project mission. There are two essential conditions that guarantee the creation of the project
value. The first one is the practical ability of the project manager to execute the project in accordance with
the plan; the second is to find a way to harmonize the value of the project to all stakeholders through the
properties of the project product. The first condition is obligatory, while the second one is a sufficient
condition for project value creation.

P2M value is considered in a narrow (directly related to the project) and broad sense (the value of using
the proposed approaches to project and program management for the organization). The first aspect
suggests that the purpose of the project is to create a value that is defined as the characteristics of the project
product, which meets the requirements of all stakeholders, and the provision of project parameters (in the
first place, time and budget) to the established plans. The value of the project is intended for its stakeholders,
i.e. to meet the demand of its participants. The overall satisfaction of the participants is based on the process
of achieving the resulting value generated by the project.

To assess the strategic importance of operational objectives, the expert judgment method was used.
The experts were the authors of this study, who were the members of the working group on the
development of the Regional Development Strategy of Rivne region for the period until 2020, and therefore
have appropriate expertise competences. With the help of structural and logical analysis, the relationship
between the strategic importance of the operational objectives and the amount of funding was established.
Value-oriented portfolio management model of regional development projects is constructed using

algorithmic modelling methods.

4. EMPIRICAL RESULTS AND DISCUSSION

A hierarchical model for evaluating the project value in a regional development project portfolio. It is
possible to ensure the high efficiency of project management as a key to the success of regional (local)
sustainable development strategies, that can only be done by laying down the following principles:

- competence and motivation of project management;

- availability of methodologies adapted to the processes;

- systematic management processes and their improvement.

The strategies of strategic integration in the united territorial communities proposed in the study
(Kostiukevych et al., 2020) form the basis for the development of regional development strategies, taking
into account the above-mentioned principles.

In order to assess the project value in the context of the regional strategy objectives implementation,
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it is necessary to identify the causal links between the project results (Critical Success Factors, CSFs) and
the indicators for achieving the results of the operational objectives of the strategy and determine their
impact on the achievement of strategic objectives of the strategy.

It is only possible to qualitatively apply the proposed methodological approach when the strategy of
regional development is sufficiently structured and contains well-defined strategic and operational goals,
results and indicators. Otherwise, the prioritization of projects and programs should be preceded by an
expert assessment of strategic and operational objectives in order to identify and quantify the results and
indicators. Experts' estimates should be based on objective indicators whose predictive values should be
accompanied by the description of the assumptions of the experts in combination with the methods of
qualitative evaluation.

The strategic priority of the project can be determined by the indicator of the created value to achieve
the objectives of the strategy, which can be measured by the impact of the project on the change in the
indicators for achieving operational results, in particular:

m
P = Z Ieskijy €Y)
=1

where Icsrg is the impact of the (7) project on the value of the (j) operational result indicator of the strategy;

m is the number of indicators that the project affects.
n

CSF i

Iepsipy = ) Aay) * =, (2)
1

k=1 (0)

where A;,y is the importance of the indicator of the target result achieving (I(4)); CSF(j) is a critical success

factor of the (§) project; (s) is the number of critical success factors of the (i) project; I (o) is the indicator
of result achieving of the strategy operational aim.

Aoy = Aro) * Xaip) (3)
where A(g ) is the strategic importance of the operational purpose result (R,), to which the corresponding
indicator belongs; X(;, is an expert assessment of the conformity of the indicator of the operational purpose
result (Ry). Such an assessment can be done on a discrete scale, where «1» corresponds; «0,5» partially
corresponds; «O» does not correspond.

The strategic importance of the operational goal result (R,) can be determined by the following
relationship:

Ar) = AGo) * X(Ro) )
here A(g, is the strategic importance of the operating target (G,); X(g,) is an expert assessment of the
correspondence of the result (R,) to the operational goal (G,). Such an assessment can be done on a discrete
scale, where «1» corresponds; «0,5» partially corresponds; «0» does not correspond.

X1 XRrs(j) )
m )

where Xgg(j) is an impact of the operational goal result (R,) on the achievement of the corresponding

Ay =

strategic goal (Gg); (7) is the number of results of strategic goals achievement. The estimation of the
influence should be expertly carried out on a discrete scale, where «1» is an immediate positive effect, «0,5»
— mediated negative influence, «0» — no connection, «-0,5» — mediated negative influence, «-1» — direct
negative influence; (») is the number of strategic outcomes belonging to the strategic goal (Gy).

The local strategic importance of the operating objective (G,) for a specific strategic goal (Gg) can be
determined by the formula:
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Yk=1Xrs(jk)
— (6)

where Xgg(jik) is the effect of the operating target (G,) on the achievement of (&) result of () strategic goal

Xes(y =

(Gs); (v) is the number of results belonging to the () strategic goal (Gg). This indicator is not used in further
calculations, but it is important to establish causal relationships between strategic and operational goals.

The application of the method in the early stages of the strategy (program) development makes it
possible to avoid the scattering of resources and increase the level of emergency of the strategic, operational
objectives of the strategy (program) with the objectives of the project portfolio. The effectiveness of the
method at later stages of strategy (program) implementing is reduced as the evaluation results can be applied
only to make adjustments to the relevant strategies or as a part of the knowledge management system (to
take into account the experience gained in developing new strategies and programs).

In the evaluation system it is advisable to define the importance of the strategic goals of the
development strategy. However, it should be noted that such evaluation should be conducted by key
stakeholders, not by experts. Since the prioritization of goals reflects the strategic vision of community
development as key stakeholders and is the result of a political dialogue, they should be the subjects of
establishing such priority. However strategic goals of development strategies are not often prioritized. In
such cases, they can be considered equal.

We will demonstrate the use of the proposed model on the example of the “Regional Development
Strategy of Rivne Region for the period until 2020” (RRC, 2014). The strategy consists of:

1) strategic goal (Ggs1)) — “Economic Potential Development” consists of four operational
goals(Gy(1.1) - Go(1.4)) and is described by nine results (Rs(q.1) - Rs(1.9));

2) strategic goal (Gg(2)) — “Rural development” consists of three operational goals (Go(2.1) - Go(2.3))
and is described by seven results (Rg(2.1 - Rs(2.7));

3) strategic goal (Gg(z)) — “Human Resource Development” consists of three operational goals
(Go(3.1) - Go(3.3)) and is described by five results (RS(3_1) - Rg3.5))-

The achievement of each operating goal (G (;j)) requires the receipt of a certain set of operating results:

Roany Roan
Ro(m.l) Ro(m.n)
Thus, the research strategy contains 62 operational results with 51 indicators (I,). Without analyzing

the content of the indicators, even a quick survey shows deficiencies in their definition. In particular, we
believe that the inequality has to continue while developing the strategy

Z Ne < z N, )

where Np  is the number of operational results; Nj is the number of indicators for achieving operational
results. If inequality (8) is not performed, it means then that at least one indicator is used to measure several
operational results. Consequently, it is impossible to establish cause-and-effect relationships regarding which
indicator characterizes the receipt of a particular result. Conversely, it is quite logical to have several
indicators used to describe a single result.

A qualitative analysis of cause-effect relationships of type (Ry(ij) = Io(ij)) shows that no indicators
are set at all for up to 22 operating results that make up 35.5% of the total number of the results. Instead,
12 in 51 indicators do not relate to any of the operational results.

A striking example form the results of the operational objective “4.1. Economic development of the
northern part of Rivne region (equalization of territorial disparities)”, for three of which no indicators are
set at all, and two indicators do not reflect any of the following operational results.
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Table 1

Correspondence of indicators to the operating objective results “4.1. Economic development of the

northern part of Rivne region (equalization of territorial disparities)”

ID Operating results (R,) Indicators (I,,)
1.4.1. | setting up new enterprises in the northern part of attracted investments volumes in the northern
Rivne region parts of Rivne regions
1.4.2. | expansion of production capacities of granite -
factories and peat production enterprises of the
district
1.4.3. | in-depth timber processing and export potential -
growth of woodworking enterprises
1.4.4. | creation of conditions for self-employment of the household income in the northern parts of the
population in the northern parts of the region region
1.4.5. | fertility restoration and reduction of land pollution -
in the Polissya zone
1.4.6. | improvement of the infrastructure of the northern number of improved social infrastructure objects
parts of the region
? dynamics of the population number in the
northern parts of the region
? number of jobs in the northern parts of the region

Developed by the authors on the basis of “Regional Development Strategy of Rivne Region for the period until 2020 ”

Applying the formula (6), the strategic priority of the operational objectives of the “Regional

Development Strategy of Rivine Region for the period until 2020” is calculated.

Table 2
Strategic Priority of Operational Objectives
“Regional Development Strategy of Rivne Region for the period until 2020”
Local Indicators Int‘egral
Operational Purpose Indicator
Xes) | Xes@ | Xes@) Xgs

1.1. Setting up new high-tech industries and innovative enterprises 0,611 0,357 | 0,300 0,452
1.2. Stimulating small and medium businesses development 0,778 | 0,571 | 0,650 0,679
1.3. In-land tourism development 0,556 | 0,643 | 0,550 0,583
1.4. Economic development of the northern parts of Rivne region
(equalization of territorial disproportions) 0,611 1,000 | 0,600 0,738
2.1. Increase in the value added of agricultural products 0,611 0,571 | 0,200 0,500
2.2. Development of rural territories and infrastructure around small
towns and villages 0,222 | 0,357 | 0,100 0,238
2.3. Support on employment for rural population 0,333 | 0,429 | 0,700 0,452
3.1. Population adaptability increase to the labor market needs 0,222 | 0,286 | 0,700 0,357
3.2. Awareness and social activity increasing of the residents 0,000 | 0,143 | 0,300 0,119
3.3. Improvement of regional development management 0,778 0,714 | 0,700 0,738

Developed by the anthors on the basis of the “Regional Development Strategy of Rivne region for the period until 2020”

Applying the dependencies (3) and (4) for the regional strategy under study, the strategic importance

of the described operational results and indicators (see Figure 1) is determined.

The strategic importance analysis of the components of “Regional Development Strategy of Rivne

region for the period until 2020” made it possible to identify 7 indicators, achievement of which would

create the greatest value for achieving the strategy goals (strategic importance of 0.738 and 0.679). These

indicators describe the achievement results of the operational objectives “1.2 — Stimulating of small and

medium businesses development “and “3.3 — Improvement of regional development management”.
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Projects resulting in these operational objectives should have a high priority in the project portfolio for
strategy implementation plan. On the other hand, projects the results of which will be related to indicators
of low strategic value or will not affect the realization of the strategy goals at all (e.g. indicators located at
the bottom of Figure 1b) should be classified as a low priority project group or rejected at all.

The economic consequences of the proposed approach underlie the fact that in the context of limited
financial resources, those projects will be prioritized that will ensure the achievement of the most significant
operational and, consequently, strategic outcomes. The analysis of the expected funding amount for the
implementation plans of the Regional Development Strategy of Rivne region for the period until 2020
shows, for example, an imbalance in the structure of the budget.
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Figure 1. Strategic importance of the results ((4(g,)) and indicators (4(;,)) of operational

objectives of the “Regional Development Strategy of Rivne region for the period until 2020”
Developed by the anthors on the basis of the “Regional Development Strategy of Rivne region for the period until 2020”
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Table 3
Comparison of the strategic priority of the “Regional Development Strategy of Rivne region for the
period until 2020” operational objectives with the amount of expected funding

Integral Expected Share in the
Operational Purpose indicator, funding amount, funding
Xgs UAH mln. structure, %

1.1.Setqng up new high-tech industries and innovative 0452 441394 131
enterprises
1.2. Stimulating small and medium businesses 0,679 84.62 25
development
1.3. In-land tourism development 0,583 54,89 1,6
1.4. Economic development of the northern parts of 0.738 36,45 11

Rivne region (equalization of territorial disproportions)
2.1. Increase in the value added of agricultural products 0,500 687,73 20,3
2.2. Development of rural territories and infrastructure

. 0,238 1925,67 56,8
around small towns and villages
2.3. Support on employment for rural population 0,452 11,29 0,3
3.1. Population adaptability increase to the labor market 0,357 170,56 50
needs
3‘2.. Awareness and social activity increasing of the 0,119 193,51 57
residents
3.3. Improvement of regional development 0.738 22714 6.7
management

As it can be seen from Table 3, to achieve operational objective 2.2, which has a low priority level
(0.238), the plans for the Strategy implementation foresee more than a half of all resources (56.8%). In this
case, the indicators 2.2.0.1, 2.2.6.1 (see Figure 1) do not relate to the operating results, and the result of 2.2.6
does not affect the achievement of the operational objective at all. 2.2. Instead, one of the main priorities
of the region’s development is “1.2. Stimulating the development of small and medium-sized businesses”
comprises only 2.5% of the total budget of the Strategy’s implementation plans in the funding structure.
Such an imbalance of the Strategy results in the reduction of financial resources use efficiency aimed at
implementation of a projects portfolio.

To determine the projects priority of the “Plan for 2015-2017 on the implementation of the
Development Strategy of Rivne region for the period until 2020” (RRC, 2015) and the “Plan for 2018 - 2020
on the implementation of the Development Strategy of Rivne region for the period until 2020” (RRSA,
2017) is impossible, since the of indicator values for the operational goals achievement have not been set.
In addition, though the plan for 2015-2017 contains project descriptions with expected results indications,
they are not always quantified and often lack direct relevance to the indicators of the strategy operational
objectives. And the strategy implementation plan for 2018-2020 contains only project names without
indicating the expected results, although funding sums are determined. Mechanism of regional development
projects portfolio formation based on the application of a value-based approach. The development of the
plan for strategy implementing and projects portfolio forming with the use of value-oriented management
model can be carried out on the basis of the above-mentioned concept of establishing the strategic
importance of indicators, results, operational and strategic objectives.

The so called 5E + 2A approach can be applied in this case, which consists of evaluating seven criteria
of project value: efficiency (resources use efficiency); effectiveness (performance from the stakeholders’
position); earned value (value added); ethics; ecology; accountability; acceptability (PMA, 2001).

However, the project value (its influence on the strategic goals implementation) is not the only critetion
to be added to the project portfolio. An important factor in the formation of a portfolio structure is the
level of project risk, which characterizes the probability of failure to achieve project goals due to exogenous

165



Journal of International Studies Vol.13, No.4, 2020

or endogenous factors. The combination of the degree of value and risk will determine the class of the
project in the portfolio and the corresponding mechanism of its strategic management. In practice, the use
of value-oriented models of project management, the following project classification is applied according to
the following features:

— high value — low risks (pearls) (such projects should receive a priority status and be included in the
plan of strategy realization with the predominant financing from the regional development budget
(community);

— high value — high risks (oyster) (as there is a high probability not to reach the project result, it is
expedient to diversify risks through the use of the mechanisms of public-private partnership, share
participation or grant financing);

—low value — low risks (bread and oil) (such projects do not give a significant impetus to the outdated
development of the region (community), but they can be implemented in order to balance the riskiness of
the portfolio in general; their share in the portfolio should be reduced over time);

— low value — high risks (white elephants) (such projects need to clarify the concept, content, or structure
of funding before being introduced into the strategy implementation plan).

Taking this into account, the portfolio management mechanism of the region (community) is constructed
(Fig. 2).

The design office, which may have a different structure depending on the availability of human
resources and their competence, plays a key role in effective portfolio management mechanism formation
of the regional development strategy project. The project office can function in the format of a working
group composed of specialists of the executive committee of the council, deputies, representatives of local
businesses and the public at approximately equal proportions. Separate tasks requiring special knowledge
may be entrusted to the relevant units of the executive committee. The methodological guidance of the
project office may be catried out by a professional strategic planning consultant who may be involved under
contractual conditions.

The implementation of the strategy implementation plan should be monitored by a working group
with a wide involvement of the public. It is expedient to empower the working group with exclusion (from
the strategy implementation plan) of the projects (technical tasks) that have lost their priority (urgency) for

some reason, and/or providing suggestions on the change of the regional strategy.
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Figure 2. Value-oriented portfolio management model for regional development projects
Develgped by the anthors

5. CONCLUSION

In this paper we aimed applying a value-oriented approach to managing portfolios of regional
development strategy projects in combination with strategic mechanisms based on in-depth diagnosis of
cause-ceffect relationships of the relevant strategies components can significantly improve the efficiency of
financial resources use.

As a result of the methodological approach approbation in the Regional Development Strategy of
Rivne region for the period until 2020, the imperfection of its structure was revealed. In particular, there is
a lack of links between a part of the operational goals, their results and indicators. Such a structure caused

167



Journal of International Studies Vol.13, No.4, 2020

a significant discrepancy in the financing of projects with strategic priorities of operational objectives. This
leads to a reduction in the efficiency of financial resources use and complicates the achievement of Strategy’s
strategic objectives.

The developed value-oriented portfolio management model for regional development projects
contains various alternative scenarios for the formation of a strategy implementation plan. Depending on
the strategic priority of a particular project, it is recommended to apply the appropriate scheme for its
funding. Application of modern value-oriented approaches to portfolio management processes creates the
prerequisites for the organization of a sustainable strategy process, which will be highly manageable and
productive.

The main result of the proposed program management model’s application is that the strategic
management mechanism at the regional level is aimed at ensuring a high emergency degree of the projects
and programs objectives as well as operational and strategic results with the strategic objectives of the
regional development strategies.

The proposed methodological approaches can be applied at different stages of the of strategy process:
from the stage of setting strategic and operational goals to reporting on the results of strategies and target
programs implementation. Due to the sufficient degree of the developed models structuring, they can be
easily integrated into any automated decision support system.
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