Management Systems

§ sciendo

Production Engineering

in

2020, Volume 28, Issue 1, pp. 15-22

Date of submission of the article to the Editor: 10/2019
Date of acceptance of the article by the Editor: 12/2019

DOI 10.2478/mspe-2020-0003

INSTITUTIONAL QUALITIES OF INCLUSIVE ENVIRONMENTAL MANAGEMENT

IN SUSTAINABLE ECONOMIC DEVELOPMENT

Kateryna KOSTETSKA, Nina KHUMAROVA
Institute of Market Problems and Economic and Ecological Research NAS of Ukraine

Yuliia UMANSKA, Nadiia SHMYGOL
Zaporizhzhya National University

Viktor KOVAL
Odessa Institute of Trade and Economics
Kyiv National University of Trade and Economics

Abstract:

The article considers international trends and directions of inclusive growth which is considered as an inclusive
economic growth and is measured by heterogeneous growth indicators, as an index of inclusive development.
Considering the above, was analysed the existing state of the country's growth considering the environmental,
economic, social and technological components as prerequisites for inclusive environmental management.
Thus, the main focus of this article is on the formation of prerequisites for inclusive nature management in
socio-economic and environmental practices and their subsequent methodological support. So segments of
population prosperity means not just material consumption, but social vision formation and the institutional
support creation for enables everyone to participate in the socio-economic achievements. The main gaps in
the institutional support of the inclusive environmental management process are disclosed: in the social
sphere: limited access to economically viable means that meet the real needs of the population in terms of
health care, social assistance, basic education and awareness; in the ecological and economic sphere there is
no effective and efficient management of providing the population with products that comply with the re-
quirements of eco-certification and eco-labelling, which negatively affects the replenishment of the state
budget and the promotion of the rational use of natural resources. Therefore, in order to create a favourable
climate and institutional support of inclusive environmental management, in this article, will conduct a thor-
ough analysis of the status of its components and assess the compliance of the existing conditions with current
international requirements for inclusiveness. Inclusive growth requires environmental inclusion, which can be
achieved through the introduction of new metrics and resource value indicators in regional development pro-
jects and programs. In doing so, measures should be developed and recommendations made to improve fur-
ther planning and control.
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INTRODUCTION

The concept of inclusive development is at the forefront
of many strategic documents, both international and na-
tional: the 2030 Ukraine Sustainable Development Strat-
egy Draft, the 2030 UN Millennium Development Goals,
OECD researches continue to focus efforts on combining
the environmental component of social development
with economic inclusiveness. However, they do not con-
sider the interdependence on environmental manage-
ment and social development.

These documents contain the prerequisites for the for-
mation of theoretical foundation and methodological ba-
sis for inclusive environmental management based on the
identified components: economic, social, environmental
and technological (water quality; expanding renewable
energy infrastructure; creating an environmentally and
economically sound system of payments for the special
use of natural resources through the development of fis-
cal levers adapted to international standards). So, the pur-
pose of the article is to summarize and identify the main
trends of inclusive growth and methodological basis for
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forming economical approaches of inclusive nature man-
agement. Today, financing environmental protection is
very small, and makes up only 14% of the budget expend-
itures [1]. The innovative technological state reserve is
also in decline and amounts to only EUR 11.9 million, the
share of scientific potential in GDP has decreased signifi-
cantly, almost twice over the past 3 years [1].

Based on environmentally-friendly growth priorities, was
identified its core indicators among economic activities,
namely agriculture, forestry, fisheries, electricity, gas and
also excise duty on alcohol and tobacco, as an indicator
affecting public health. These indicators are almost 17%
of the income to the state budget, while there are less
than 1.5% of the total budget [1]. Therefore, inclusive en-
vironmental management should occupy a leading posi-
tion in planning strategic directions of the state’s develop-
ment, as well as in planning the functions of existing insti-
tutions, to comply with the requirements for the use, stor-
age and reproduction of natural resource potential.

Since in modern days all community existence is con-
nected with ecosystem services and natural resources, in-
clusive environmental management expresses a wider
range of components of the country's development,
which include health of the population, awareness, inno-
vations, production of ecological products and more. Of
course, it requires improvement of existing methodologi-
cal recommendations and legislation on environmental
management to the new requirements of society, plan-
ning and introduction of effective economic and financial
mechanisms for regulating technological processes for
the development and introduction of environmentally-
friendly industries and processes. Also, taking into ac-
count the business and society of the environmental com-
ponent requires the improvement of regulatory tools, as
well as the consideration that economic instruments have
an impact on the society, income and health. Therefore,
strategic planning is required at a multilevel level, con-
stant exchange from top to bottom.

ANALYSIS OF RECENT RESEARCHES AND PUBLICATIONS
The origins of inclusive growth are based on an interna-
tional vision. Only in recent years foreign and Ukrainian
authors provided their vision for inclusive growth. How-
ever, scientists point out that a shift from extractive man-
agement methods to inclusive ones is needed. Thus, inter-
national scholars are operating the importance of chang-
ing the economic development of the state through a se-
cure ecosystem approach in order to meet the social
needs of society and the well-being of the country
through inclusive economic development. Also, the eco-
nomic system is closed, since it takes into account only
economic activities, conflicts with the laws of resource
conservation and excludes environmental interests. Stud-
ies of Chan-Yuan and Keun [2] are also relevant to this is-
sue. They analyze trends of inclusive development in de-
veloping countries by finding a balance between eco-
nomic growth and social well-being.

This problem is examined using method of actor network
theory, which involves a process that includes mutual
transformation between science, technology and society.
Particular emphasis is put on institutional support of in-
clusive development, which should ensure balance be-
tween production activities and the distribution of in-
come.

The process of managerial decision-making during the for-
mation of an inclusive development strategy is studied in
the work of Hampton, Jeyacheya and Long [3]. Attention
in this study is paid to the processes in tourism activities,
namely: supply chains, economic relations, property, em-
ployment and expenses. The authors noted that an inclu-
sive development strategy in the tourism industry is im-
possible without the inclusion of small business and insti-
tutional support of local infrastructure.

The work of Walby [4] is devoted to a search for a com-
promise and benefit for society between inclusive growth
and social equality. The author suggests the inclusion of
social equality in all milestones of inclusive growth and
emphasizes that human capital should be central. Here,
government regulation may consist of investing in a
knowledge economy. A vision of economic growth as a
product of society, and not just the economy, is offered.
Clear directions for achieving inclusive growth in Scotland
have been developed by Statham and Gunson [5]. These
developments are based on the specialization of the
state’s economic and social policy on the development of
social partnership - the transformation of management
and business methods, that is, the establishment of prin-
ciples of cooperation between the government, employ-
ers and employees. According to the authors, it is advisa-
ble to form the Scotland's Center for Regional Inclusive
Growth as an interactive platform aimed at bringing to-
gether government, industry and academic institutions to
develop an analytical base and provide materials to re-
gional and local politicians to form a regional vision and
tools for achieving inclusive growth.

The international community understands inclusive
growth as an overcoming social inequality aimed at
achieving sustainable economic development. In our
view, it is advisable to consider a broader concept,
namely, inclusive environmental management, which
should cover all components of the country's develop-
ment: economic, environmental, social and technological,
as a basis for the formation of a new methodology for nat-
ural resource economy and its legislative basis.

To find an acceptable compromise of economic, environ-
mental, technological and social components in inclusive
environmental management through analysis of interna-
tional experience and the current state of economic, en-
vironmental and social development of the country. To
substantiate the need for legislative and social shifts from
extractive management to inclusive growth and its nor-
mative fixation.
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METHODOLOGY

In order to determine the theoretical and methodological
basis of the study, analyzed international approaches to
determining the incidence of inclusive growth. In the
broad sense of the term, inclusive growth means that due
to the economic return of as many people as possible,
maximum profit is achieved, which in the future belongs
to the society. The subject of research is institutional sup-
port of inclusive nature management in socio-economic
and environmental practice. According to Horn [5], inclu-
sive growth in a tough economic sense means that the
added value of the economy must ultimately benefit all
populations. The measure may be different, but in the
end, macroeconomic growth in purchasing power must
be felt by every household. This can be achieved through
targeted regional policy that is related to improving the
performance of public institutions. In the research [6], in-
clusive growth aims to reduce unemployment to a mini-
mum and the fullest participation of society in social life
with a tie to receiving benefits from this process. In addi-
tion, one of the first positions of inclusive growth is tech-
nological progress, which creates an environmentally
friendly conditions for society.

In this article, the study of inclusive growth was carried
out using the methods of theoretical generalization and
comparative analysis. The effectiveness of institutional
support of inclusive environmental management has
been evaluated using scientific abstraction and synthesis
methods.

RESULT AND DISCUSSION

Strategic international benchmarks for institutional
support

Recent international achievements and recommenda-
tions are increasingly incorporating the environmental
and social components of the country's growth into their
research. In this sense, prosperity for all segments of the
population means not just material consumption, but the
formation of a social vision and the creation of an institu-
tional support system that enables everyone to partici-
pate in the socio-economic achievements of our time. This
means combining economic and social policies to enhance
their participation in the prosperity of the country, inte-
grate society into political and economic activities to
achieve employment for the majority of the population
and decent wages. For example, the US EPA Strategic Plan
2018-2022 includes such inclusive growth goals as:
cleaner and healthier natural environment; more effec-
tive partnership; higher confidence, relevance and effec-
tiveness [7]; Commission Recommendations on Inclusive
Growth UK (document Making our economy work for eve-
ryone, 2017) includes recommendations for industrial re-
gional strategies building, that will be ensure the produc-
tivity and quality of jobs managed by businesses, taking
into account the requirements of a sustainable economic
and nature development [8]; Republic of Poland in the

document “Creating an Inclusive Environment for Busi-
ness and Innovation, Poland's Challenge: Accelerate Inclu-
sive Growth, 2015” allocated legislature and executive in-
teraction in order to represent developing of inclusive re-
gional cooperation [9]; The purpose of program “Deliver-
ing Inclusive Growth in Scotland, 2019” is achieving sus-
tainable resource use as an environmental perspective for
inclusive development [10]; Israel Country Report: “Busi-
ness Contribution to the Inclusive Growth of Israel, 2019”
emphasizes on the diffusion of a new capitalism model of
corporate practices to promote more inclusive environ-
mental management growth [11]; In program Republic of
China “Promoting sustainable and inclusive growth, jobs
creation, productive investment and trade, 2012” ori-
ented on economic diversification on the production of
environmentally goods and the provision of environmen-
tally services [12]. So, the institutional support of the pro-
cess [13, 24] implies:

— Education and training: accessibility of education,
quality of education, personal capital (intellectual);

— Services and infrastructure: well-established infra-
structure for basic and digital services; proper health
care;

— Elimination of corruption: cooperation between poli-
tics and business; business investment;

— Financial intermediation, economy and investments:
Inclusion in the financial system, business mediation
by the state, investments;

— Construction and business activities: development of
business environment for small entrepreneurs;

— Employment and decent wages: labour productivity,
wages and social compensation;

— Fiscal policy and transfers: tax burden, social protec-
tion.

Therefore, the institutional environment [14] should in-
clude the following components: construction of an inte-
grated infrastructure, its state regulation and financing
that will contribute to the socio-economic development
of society; creation of legal framework of public law and
its investment; innovation in social direction and employ-
ment; organization of responsible business and social
partnership; improving the image of the state; creation of
new forms of industry and services on the basis of inclu-
sive growth with proper regional regulation and support;
reorientation of basic education programs to high-quality
academic, basic qualification and social education; posi-
tioning the environment as a social space for communica-
tion with access to green areas for the awareness of citi-
zens on environmental conservation; linking national de-
velopment strategies to the European basis and the latest
digital requirements.

Systematic display of preconditions and components of
inclusive environmental management

One of the innovative ways of inclusive development is in-
clusive environmental management. Consider the current
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state of inclusive nature management in Ukraine by the
components have identified: economic, environmental,
social and technological.

First of all, let us note the positive dynamics, namely, in
2018 the growth of the Ukrainian economy accelerated,
real GDP grew to 3.3% at the end of the year — this is the
highest percentage in seven years (in 2017, real GDP in-
creased by 2.5%) [1], due to the growth of household con-
sumption that supported significant growth rates of sec-
tors aimed at domestic demand sectors, in particular re-
tail trade, passenger turnover and service sectors. At the
same time, agriculture was one of the main drivers of real
GDP growth owing to the record harvest of cereals and
oilseeds.

The negative aspect is that spending and investing in ma-
jor sectors of the economy are very small. This is evi-
denced by the fact that the share of the public sector for
9 months of 2018 in general amounted to only 13.6% [15].
The above data prove that in the majority the budget rev-
enues are non-state sectors of the economy, which influ-
ences the negative dynamics of the development of the
state industry [16] and inclusive economic growth as a
whole.

Also, the environmental state of Ukraine (Fig. 1) [17] re-
quires new approaches to solving urgent problems.

The above data indicates the necessity to create factors
uniting the components of inclusive environmental man-
agement, in accordance with the existing legislation of
Ukraine. Proceeding from the methodological founda-
tions of traditional environmental management [18, 19,
20], based on general economic postulates, which is
based on all factors of socio-economic and environmental
development, technological content and their legislative
regulation.
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Fig. 1 Environmental state of Ukraine
Source: based on [17].

In our opinion, inclusive environmental management is an
opportunity for every member of society to access aes-
thetic, economic and emotional benefits from natural re-
sources, with the formation of new requirements to the
regulatory framework based on accessibility and respon-
sibility for the environment and the rational use of natural
resources in order to achieve a new quality of life and

goals of the experience economy (Fig. 2).

1. According to the definition, inclusive environmental
management should be based on [18, 19, 20]:

2. Technological component: introduction of technolo-
gies developed on the basis of the latest scientific
knowledge, which by their technological level exceeds
the best domestic and foreign analogues and are com-
petitive on the world market for the development of
resource-intensive industries through legally justified
requirements and standards for the conservation of
natural conditions.

3. Economic component: proper fiscal regulation of envi-

ronmental management and regulatory framework
for shifts in social, environmental and technological
spheres;
Environmental component, which should be focused
on achieving the principles of sustainable develop-
ment: conservation of mineral resources; sustainable
development of industry; transport; agriculture; con-
servation of land, water, forest resources; as well as
rational environmental management;

4. Social component: education, health, aesthetic im-
pressions of the resource component; population in-
come, job opportunities.

Krasnaperekoj
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At the same time, the main direction of inclusive environ-
mental management is a compromise between the instru-
ments of influencing society and the economy with fiscal
policy and technological innovation, and spending policies
on environmental management [23, 24].
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Methodology for assessing inclusive environmental man-
agement in Ukraine

The formation of inclusive environmental management re-
quires effective institutional support. Today, there are al-
ready many institutes for regulating the main supports of
strategic documents in practice. However, outdated func-
tions, directions and mechanisms of regulation of the pro-
cess of introducing inclusive environmental management
are ineffective [25]. A striking example of this situation is
the economic reflection of our chosen components: social,
environmental, technological and economic. The existing
regulatory and methodological basis is outdated and can-
not be used for calculations in inclusive environmental
management. International organizations, as mentioned in
the beginning of the article, propose to calculate inclusive
development according to various indices. However, all in-
dex approaches have different components for calculation
and do not cover the range of definitions we set [26, 27].
In article is proposed an algorithm for conducting an eco-
nomic assessment of inclusive environmental manage-
ment (Fig. 3).
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Fig. 3 An algorithm for economic evaluation of inclusive
environmental management

According to the above algorithm, the state of inclusive en-
vironmental management in Ukraine in 2017-2018 can be
determined in monetary terms, according to the data of
the State Statistics Service of Ukraine [1].

Economic component, according to the annual growth rate
due to the fact that environmental management is closely
linked to economic activity and can be calculated through
the real GDP indicator by the formula (1):

Y, - Y,
GrR=_To

100% (1)

where:
Y1 and Yo are, respectively, real GDP in current and base
years.

GRy017 = 2 22100% = 176.64%
GRyo15 = =2 100% = 185.73%

EDP = (NDP — DPNA) — DGNA 2)
where:

NDP is net domestic product;

DPNA is the evaluation of depletion of natural resources;
DGNA is the evaluation of environmental damage.
EDP,y,; = (90.7 — 9.2) — 6.7 = 74.8 mIn EUR

EDP,y,5 = (98.8 — 10.7) — 6.7 = 81.4 mln EUR
The social indicator will be estimated by using the cost-of-
living method of Revutsky by the formula (3) [30]:

EECL=SL1-B1-N+SL2-B2-N+SL3-B3-N (3)
+SL4-B4-N

where:

EECL is the economic equivalent of the cost of living;
SL — subsistence level for one person in a certain category;
B — time during which these costs will be incurred;

N — number of months.

The average life expectancy in Ukraine is 71 years, the re-
tirement age is 60 years; age of beginning of work — 18 ye-
ars; life expectancy at retirement — 11 years.

The subsistence level per person, as at 01.01.2018: chil-
dren under 6 years (SL1) — 54.48 EUR; children aged 6-18
years (SL2) — 67.46 EUR; able-bodied persons (SL3) — 74.28
EUR; persons with disabilities (SL4) — 58.53 EUR.

The subsistence minimum per person, as at 01.01.2019:
children under 6 years (SL1) — 63.74 EUR; children aged 6-
18 years (SL2) — 79.46 EUR; able-bodied persons (SL3) —
45.30 EUR; persons with disabilities (SL4) — 58.64 EUR.
Thus, the social component of inclusive development has
the following indicator:

EECL2017 = 56.30 min EUR.

EECL2018 = 60.03 min EUR.

Therefore, the state of inclusive environmental manage-
ment in Ukraine has the following form (Fig. 4).

The above data concludes that the monetary equivalent of
inclusive environmental management has increased in
comparison with 2017-2018, but there is no data on the
technological component.
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Fig. 4 State of inclusive environmental management in Ukraine

With the existing methodological recommendations is
impossible to make a calculation that would really reflect
the state of growth in Ukraine as a whole, as well as to
determine the total index of inclusive environmental
management in the country, in particular [31].

Therefore, there is an urgent need to restructure the exist-
ing methodological and legislative basis in this field
through the prism of quality institutional support. First of
all, this restructuration includes creation of an optimal po-
litical atmosphere, that is, improving the set of existing
rules and policies aimed at preserving environmental re-
sources at the national level, by identifying the best areas
for investment and financing by determining the responsi-
bilities of state and regional institutions, non-profit and
business structures; the formation of effective coordina-
tion mechanisms and planning processes.

Given the above, the priority areas of institutional reform
are:

1. Improving existing legislation considering international
recommendations:

— revision of the environmental liability system;

— introduction of effective economic sanctions;

— creation of a public database on the existing natural
potential, which should include data on the extrac-
tion, production, and use of resources;

— resolving issues of conflicting interests of govern-
ment, society and business environment;

2. Amendments to the tax legislation:

— setting clear standards for taxation of operations
with the objects of ownership of natural resources
and objects;

— adjusting the guidelines for the calculation of envi-
ronmental and economic indicators of the environ-
ment, taking into account the parameters of inclu-
siveness;

3. Developing a state doctrine of inclusive environmental
management with introduction of changes to the existing
legislative field and extension of the rights of the society in
the part of access to the information contained in the da-
tabases of state authorities.

The introduction of these changes will allow to introduce
the practice of testing the proposed legislative and regula-
tory initiatives by the society and business structures, as
well as testing the research institutions for the analysis of

the effectiveness of innovations, calculations on the har-
monious adaptation of the country to the inclusive envi-
ronmental management in general and economic develop-
ment in particular [25].

CONCLUSIONS

The strategic priorities of the international community al-
low us to consider natural resources and quantitative indi-
cators of their use as constituents of inclusive environmen-
tal management, encompassing the full range of eco-
nomic, technological, social and environmental compo-
nents.

Based on an analysis of international approaches, that in-
clusive growth should not be seen as an end in itself, but
as a means of achieving inclusion and shared prosperity;
creating a quality social environment, developing a secure
infrastructure.

However, the analysis shows that today there is no clearly
regulated vision of inclusive environmental management
at all, and even more so considering the economic, tech-
nological, social and environmental components. Also, the
legislative framework does not spell out the conceptual ap-
paratus of inclusive growth, inclusive environmental man-
agement, and the methodological and tax system does not
take into account enough criteria for their development.
Focus attention on that there is no effective institutional
support for the development of this aspect, as well as the
reorientation of the economic development of the country
as a whole.

At the same time, the limited methodological basis is a ma-
jor barrier to inclusive growth, aimed at compromising the
components of inclusive environmental management. In-
ternational organizations propose to calculate inclusive de-
velopment according to various indices. However, all index
approaches have different components for calculation and
do not cover the range of definitions we set. The approba-
tion of the calculation of the state of inclusive environmen-
tal management according to our proposed algorithm and
the existing methodological approaches made it possible
to establish that it is necessary to build the normative basis
of the existing methodological recommendations towards
diversification from the state to the regional level.
Changing the approach will allow the creation of new reg-
ulations on the state of natural resources in the region, the
health of the population, which depends on the industry in
the region, small businesses, etc., in order to further map
and create an information network for government struc-
tures in general and the society in particular. This will pro-
vide an opportunity to build the strategic development of
the country by focusing on the strengths of the regions and
investing in their weaknesses. Thus, the priority should be
to regulate and streamline approaches to assessing the
state of natural resources in monetary terms and building
a model for assessing inclusive environmental manage-
ment at the regional level. Inclusive nature management
can enhance regional economic transformation while en-
suring optimal use and more sustainable resource alloca-
tion to ensure better environmental quality.
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