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THEORETICAL PLATFORMS

OF DIVERSIFICATION STRATEGY
IMPLEMENTATION FOR THE ECONOMY
OF MOUNTAINOUS TERRITORIES WITHIN
THE CLUSTER APPROACH
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K. €. H., AOIIeHT, AOLeHT KaceApu 06AIKy | OlOAAaTKYBaHH: Ta MapKeTHHTY, MyKa4iBCbKMil Aep>KaBHUIT YHIBepcuTeT

TEOPETUYHI IIAAT®OPMHU PEAAI3AILIT CTPATEITi AUBEPCU®DIKAILIII EKOHOMIKUA
I'TPCBKUX TEPUTOPIN Y MEXAX KAACTEPHOTIO ITIAXOAY

Since the idea of network organization management was transformed into an economic science in the late 19th century, it has
become an effective platform for implementing various diversification strategies in local economies, given their typical diversity.
The network and network organization provide the opportunity for effective collaboration and close cooperation among entities
operating in different sectors of the economy. By the stated provisions, the purpose of the article is to investigate the theoretical
framework for implementing the strategy of economic diversification in mountainous territories within the framework of a
cluster approach. Based on the research results, it has been demonstrated that a cluster can be considered an adaptive theoretical
platform that facilitates the expansion and diversification of economic activities based on structures such as voluntary, territorially
constrained associations involving a wide range of participants (business entities, regional and local authorities, local self-
government bodies, education, and science institutions, institutions for stimulating regional (local) development, etc.). The pursuit
of diversification in economic activities is driven by the need to enhance the competitiveness of locally produced goods collectively
generated by business entities, contributing to the competitiveness of the territories. In conclusion, it is inferred that opportunities
for diversifying the economic activities of entities operating within mountainous territories are increasing, as dense structural
connectivity is formed among them. This connectivity provides participants with an advantage over competitors who operate in
isolation The elements of the cluster are interconnected within a unified system of close structural interactions. It has been
demonstrated that opportunities for diversifying economic activities in businesses operating in mountainous territories are
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increasing due to the inherent nature of the following factors: cluster elements are interconnected within a unified system of close
structural interactions; interactions among entities vary depending on the systematic nature of cluster networks, leading to their
modification, interdependence, and the generation of one network object by another. The prospects for further research lie in
examining additional aspects of interaction among business entities and other participants within the cluster formed within
mountainous territories. This exploration aims to understand their impact on local competitiveness.

3uacy, sk ipes MepeskHOT opraisanii ynpasainus 6yaa TpancdopMOBaHa B eKOHOMIYHY HayKy, BOHA CTaAa e()eKTUBHOIO IAAT-
dopmoro AAs peanizanii pisHOMaHITHMX (32 TUIIOBUM Pi3SHOMaHITTIM) cTpaTerin AuBepcudikanii AokarbHIX eKoHOMIK. Came mepe-
Ka Ta MepelKHa OpraHisallisi HapAalOTh MOKAMBICTD AAsl eDEeKTHBHOrO 06'€AHAaHHS Ta WiABHOT CIBIpayi Cy6'€KTiB, (O AIFOTH Y Me-
SKaXx pisHMX raaysert eKOHOMIKY. 3TIAHO 3 HABEAEHMMY ITOAOSKEHHIMM, METOIO CTATTi € AOCAIAKEHHS TeOpeTHYHMX NAATHOPM pear-
izanii crparerii AuBepcudiranii eKOHOMIKM FipChKUX TEPUTOPIN ¥ MeKaX KAACTEPHOTrO MAXOAY. 3TiAHO 3 HABEAEHUMI TOAOSKEHHSI-
MU, METOIO CTATTi € AOCAIASKEHHS TeOpeTUIHUX NAAT(HOPM peaaisanii cTparerii AuBepcudikanii eKOHOMIKYM ripCbKUX T€PUTOPIN y
MesKax KAaCTEPHOTO MAXOAY. 32 pe3yAbTaTaMM AOCAIASKEHHS AOBEAEHO, [0 KAACTEP MOJKHA PO3TASIAATH K aAANTHBHY TEOPETUYHY
naatdopMy, sKa 3abe3nedye po3MMpPeHHs Ta yPi3HOMaHITHEHHSI eKOHOMIYHOT AIIABHOCT] Ha OCHOB{ TAKMX CTPYKTYP, SIK AOGPOBiAbHi,
o6MesKeHi TepuTOpiaAbHMMY PaMKaMK 00'€AHAHHS IMPOKOro KOAA YIACHUKIB (Cy6'eKTiB Gi3Hecy, OpraHis perioHaApHOI Ta MicLe-
BOI BAQAM, OPTaHiB MiCLIeBOI'O CAMOBPSIAYBAaHHS, OCBIiTH Ta HAYKY, IHCTUTYIli CTUMYAIOBAHHS PeriOHAABHOTO (MiCLIeBOI'0) PO3BUTKY
TOI0) 3 METOIO IMIABUIEHHSI KOHKYPEHTO3AATHOCT] MiCL{eBOrO IPOAYKTY, IO CIIIABHO BUPOOASIETHCS Cy6'ekTamu GisHecy, KOHKY-
PEHTOCIIPOMOSKHOCTI T€PUTOPiil TOm0. 3pO6AEHO BUCHOBOK, IO MOKAMBOCTI AASl YPi3HOMAHITHEHHS! €KOHOMIYHOI AiSIABHOCTI
Cy0'€KTiB, 5IKi AIFOTb Y TIPCHKUX TEPUTOPISIX, 3POCTAIOTH, OCKIABKM MixK HUMU (P OPMYETHCS LiABHA CTPYKTYPHA B32EMOA(S, 0 HAAQE
nepesary Hap KoHkypenTamu. Koncrarosano, mo eaeMenTy KAacTepa NOB'sI3aHi Mi3X COGO0I0 EAMHOIO CUCTEMOIO TiCHUX CTPYKTYP-
HUX B32EMOAi1. AOBEAEHO, 10 MOSKAMBOCTi AASl yPi3HOMAHITHEHHS EKOHOMIYHOT AIIABHOCTI Cy6'€KTIB, SIKi AIFOTH Y TiPCHRUX TEPUTO-
pisix, 3pOCTAIOTh, OCKIABKM 3aKOHOMIPHMM € Te, Ij0: eAeMEHTH KAaCTePa MOB'I3aHi Mi>K CO60K0 EAMHOIO CUCTEMOIO TiCHUX CTPYKTYP-
HUX B3a€MOA]If; IPOLIECY B3AEMOAIT CY6 €KTIiB Pi3HATHCS 3aAEKHO Bip CUCTEMATURU KAACTEPHUX MEPEK, IO IPUZBOAUTD AO iX 3MiHM,
B32€MHOI 06YMOBAEHOCTI Ta IIOPOASKEHHST OAHUM MePeKHUM 06'€KTOM iHmmXx. IlepcrieRTMBY MOAAABIIMX AOCAIASKEHD IOASTAIOTD Y
PO3rAsIAI AOAATKOBMX aCIIEKTiB B3a€MOAIT MiK cy6'exTaMu Gi3HeCy Ta iHIIMMM yYaCHUKAMYU KAACTePa, CTBOPEHOTO Y MeXKaX ripChRUX
TEePUTOPIf, AA PO3YMIHHS 1X BIAMBY Ha AOKaAbHY KOHKYPEHTOCIPOMOXKHICTb.

Key words: mountainous territories, network organization, diversification, economic cluster.
Katouo6i caoba: zipxi mepumopii; mepesxna opzanizauis; dubepcudixayis; exonHomiunusl Kaacmep.

reducing dependence on traditional sectors such

TARGET SETTING as agriculture, forestry, wood processing, and

Since the idea of network organization mana-
gement was transformed into economic science
in the late 19th century, it has become an
effective platform for implementing various
diversification strategies in local economies,
given their typical diversity. In particular, in the
1890s, a derivative of the network concept
emerged as the cluster approach, which began
to be actively applied in regional management
by various networks of territories The
development of economic clusters is currently
an integral component of the diversification of
mountainous settlements (or towns and cities
located in areas that encompass mountainous
landscapes and natural conditions). The
clustering of such territories stimulates
innovative entrepreneurship, technological
development, and the creation of new products
and services. Given the unique and specialized
economic systems of these territories, within a
cluster approach, they can foster developments
in energy, tourism, traditional crafts (thereby

tourism).

ANALYSIS OF RESEARCH
AND PUBLICATIONS

Among the studies aimed at addressing specific
issues related to the identification of features in the
formation of clusters and the development of local
territories in the context of implementing diver-
sification measures in their economies, notable
scientific works include those of Kuznetsov A. Y.,
Zherebilo I. V., Klipkova O. I., and Kozmuk N. I.
The authors draw to these works in their current
research, particularly in defining the components
of the cluster approach as a theoretical platform
for implementing the strategy of diversifying the
economy of mountainous territories.

THE WORDING OF THE PURPOSES
OF ARTICLE (PROBLEM)
The purpose of the article is to investigate the
theoretical framework for implementing the
strategy of diversifying the economy of moun-
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Approaching the cluster as a temporary
network structure (temporary network local
structures)

Approaching the identification of a cluster as
a system of production structures and modules
(system of production structures and modules)

Approaching the identification of a cluster as
a non-institutionalized association with
integrative characteristics (non-
institutionalized associations of economic
entities with a high level of aggregation)

Approaching the identification of a cluster as

the theoretical
framework

a system of multilevel interaction (multilevel
interaction systems)

Approaching the formation of a cluster as a
union of enterprises (enterprise union —
territorial, synthetic, or other)

Approaching the formation of a cluster as a
union of specialized attractors, enterprises, and
production resources (union of specialized
attractors or enterprises and production
resources within a specific space)

Approaching the formation of a cluster as a
local group of business entities (a group of
united business entities)

Figure 1. Clusters as a theoretical platform for implementing
the strategy of economic diversification in mountainous territories

Source: formed based on [1; 4—35; 7].

tainous territories within the framework of a
cluster approach.

THE PAPER’S MAIN BODY WITH FULL

REASONING OF ACADEMIC RESULTS

The development of network organization
ideas in regional economic science is associated
with the "Cluster Concept," which was formulated
and developed in several fundamental scientific
works by M. Porter. Initially, the researcher
emphasized the possibilities of forming specific
flexible and adaptive network structures, which
were positioned as clusters in regions. From a
general perspective, M. Porter defined the cluster
category as "a combination of closely located and
geographically connected entities of a certain type
of business that operate together and complement
each other" [6]. For a more in-depth interpreta-
tion, the scholar characterized a cluster as "a sys-
tem of suppliers, producers, consumers, elements
of industrial infrastructure, research institutions
that interact in the process of creating additional

N\

value (or value created by workers beyond the
value of labor) [5]. It should be noted that the ideas
of M. Porter have now become a theoretical
platform ideal for implementing the diversifying
economy strategy of mountainous territories
within the framework of a cluster approach. This
assertion is justified by the fact that economists not
only examine the processes of cluster formation
in mountainous territories but also apply them as
a fundamental element in approaches to the
strategy of economic diversification.

Moreover, the theoretical diversity and multi-
aspect views on cluster formation (Figure 1) make
them ideal for defining conceptual frameworks,
models, theories, or methodologies that serve as
the foundation for local development and the study
of the scientific field related to the implementation
of the strategy of economic diversification in
mountainous territories. Indeed, in our previous
research [5—6], we have demonstrated that within
a cluster, dense structural connectivity always
forms, providing its participants with an advantage
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wind energy, and solar energy)

Module: information technology
(Establishing software development
centers, startups, and other IT
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interconnected
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institutions

Module: mountain medicine and
|| wellness (Establishing centers for
medical and wellness services for
tourists and the local population)

Module: local crafts (Providing
access to education, financial
support for artisans, creating

marketing channels for selling their
products, and fostering a favorable
entrepreneurial environment in
mountainous regions)

Figure 2. Approach to forming the cluster of mountainous territories
as a system of production structures and modules

Source: formed based on [5; 6—7].

over competitors who operate in isolation. There-
fore, clusters, as a theoretical platform, establish
the fundamental principles, approaches, and ideas
used for the analysis, understanding, and resolution
of issues aimed at expanding and achieving
maximum diversity in the economic activities of
business entities operating within mountainous
territories.

Let's consider the essence of approaches to the
cluster category and the applicability of this ca-
tegory in terms of implementing the strategy of
economic diversification in mountainous terri-
tories:

1. Approach to forming a cluster in the eco-
nomy as a temporary network structure. This
approach characterizes the essence of clusters as
a collection of economic entities that temporarily
interact based on partnership relations to reduce
costs or concentrate on the creation and
implementation of a local value chain, enabling the
production of unique products that contribute to
the development of a specific territory. Under this
approach, clusters are associated with temporary
network local structures formed by hubs of
interconnected companies and related institutions.
According to this approach, a cluster can be seen
as a form of temporary concentration of inter-firm
organizations, where the network principle is
applied to the entire complex of relationships
within and beyond firm partnerships, and their

external environment [3]. Temporary network
structures have several properties that make them
applicable for implementing the strategy of
economic diversification in mountainous terri-
tories, including [5]:

1) temporary "networked" nature (manifested
in the widespread delegation of specific business
functions and even parts of business processes by
local economic entities to third parties or
organizations, allowing for the rapid entry of
specialized firms into other industries);

2) the absence of long-term contractual
relationships in network formations (enabling
economic entities to easily adapt to changes in
market conditions or technological environments
without the need for long-term commitments).

It allows for a quick response to new
opportunities and challenges, promoting the
development of various economic sectors.

Approaching the cluster as a temporary
network structure can be a key element in imple-
menting an economic diversification strategy in
mountainous territories. It provides flexibility and
adaptability in the diversification process, fa-
cilitates the rapid formation of innovative eco-
systems in local economies, fosters close integ-
ration of industries and individual enterprises (ba-
sed on resource utilization and interaction
development), and contributes to the development
of local economies.
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Concentration within the local area
(participant interaction center, which
ensures more efficient organization of
production and provision of services)

Connectivity of participants in the
technological chain (cluster participants
| | interact and complement each other in the
technological process, which contributes to

on a non-
institutionalized|
basis

the efficient use of resources and reduces
production costs)

Involvement of related industries, local
government, and scientific institutions
(such involvement creates opportunities for
— the exchange of knowledge, resources, and
experience, which contributes to the
creation of a synergistic effect and the
development of innovations)

Figure 3. Approach to the formation of a cluster of mountainous areas as a non-institutionalized
association with integration characteristics

Source: formed based on [4—5; 6].

2. The approach to forming a cluster as a
system of production structures and modules
characterizes the essence of clusters as an "asso-
ciation created through the modernization of
existing production structures and modules" [7].
Under this approach, clusters associated with the
artificial consolidation of foundational production
structures for a specific territory and complemen-
tary innovative modules based on interconnected
complexes and related organizations and ins-
titutions (including energy, local crafts, tourism,
and others where local government authorities are
interested [5]).

These formations operate in specific territo-
ries, characterized by common interests, and
mutually complement each other according to the
specifics outlined in Figure 2.

Thus, the outlined approach above can be a key
element in implementing the diversifying strategy
of the economy of mountainous territories. It
provides an environment where cluster partici-
pants can collaborate rather than compete, serving
specific segments of the local economy (within the
framework of its modernization tasks or the
realization of common interests). At the same time,
a fundamental condition for the effectiveness of this
approach is to ensure a balance between economic
development and the preservation of the unique
environment of mountainous territories.

3. The approach to forming a cluster in the
economy as a non-institutionalized association
with integrative characteristics characterizes the
cluster as a voluntary non-institutionalized asso-
ciation of research institutions, and local economic
entities with a high level of aggregation. Maznyev H.

N\

defines such an association by the following
integrative characteristics [4]:

— concentration within the local territory;

— competition within clusters, in the struggle
for the consumer, for its retention;

— competitiveness in the market through high
labor productivity, which is determined by the
specialization and complementarity of partici-
pants;

— interconnection of participants in the
technological chain within a unified logistic system
of relationships, synthesizing a synergistic effect
and creating added value;

— involvement of related industries and local
governmental and scientific institutions to achieve
a synergistic effect.

It should be noted that the outlined approach
to cluster formation can be a key element in imple-
menting the strategy of diversifying the economy
of mountainous territories since non-institu-
tionalized foundations can give rise to territorial-
production complexes, scientific-production
associations, associations, industrial-financial
groups; consortia, corporations, holdings, and so on.

At the same time, the specificity of applying
the approach (highlighted in Figure 3) contributes
to the diversity of economic development in
mountainous territories through the centers of
interaction among participants, the formation of
interdependence among cluster participants along
the technological chain, and the involvement of
related industries and local governmental and
scientific institutions.

The basic condition for the effectiveness of the
approach is a focus on the development of new
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industries that will contribute to the creation of
joint competitive products and services.

4. The approach to cluster formation as a
multi-level interaction system takes into account
various aspects and levels of interaction within the
cluster. According to this approach, the cluster
can be viewed from three main perspectives [5]:

1) regionally limited forms of economic activity
(within the framework of related sectors of the
local economy, gravitating to certain scientific
institutions);

2) vertical production chains (namely highly
specialized sectors where there are adjacent stages
of the production process);

3)industrial sectors at the highest aggregation
level (namely, the unification of industry at the
local and other different levels of the hierarchy of
the economic system).

This approach allows considering the
complexity and interactivity of clusters as a system
and implementing them. It should be noted that
the outlined approach to cluster formation can be
a key element in implementing the strategy of
diversifying the economy of mountainous
territories by synthesizing a range of necessary
integration characteristics, including competitive
enterprises and competitive advantages;
participants located in geographical proximity to
each other and having the opportunity for active
interaction; bringing together companies
producing end products and services, suppliers of
components for products, equipment, specialized
services, professional educational institutions.

5. The approach to forming a cluster as a union
of enterprises [1] considers cluster formation a
voluntary association of independent legal entities
that retain their autonomous legal status but co-
llaborate for competitive product production and
mutual economic benefit. In this regard, the
outlined approach to cluster formation can be a
key element in implementing the economic
diversification strategy, as the latter is associated
with its geographical coverage. Key aspects of this
approach include collaborative efforts among
local economic entities for competitiveness and
economic benefits for local participants, which
may involve various scale economies, joint mar-
keting positioning, and other forms of coopera-
tion.

6. Approach to forming a cluster as an association
of specialized attractors, enterprises, and production
facilities. According to this approach, the cluster
includes a synthetic combination of specialized
attractors, enterprises, and production facilities with
the innovative sector of the economy, several related
spheres, and regulatory authorities[5]. The approach

is focused on creating a specific space within which
there is complex but regulated nondeterministic
behavior of a significant number of elements that,
interacting with each other, create a pattern of
ordered behavior. It should be noted that the
outlined approach to cluster formation can be a key
element in implementing the strategy of diversifying
the economy of mountainous territories due to the
integration of a fairly wide range of economic entities,
including independent enterprises (including
specialized manufacturers, in our case, tourist
products); research institutions (universities,
research institutes); establishments (brokers,
consultants); financial structures, and consumers, all
linked in a production and sales chain. The inclusion
ofan innovative element allows new product creation
within mountainous territories, improving service
quality, and remaining competitive in the market.

7. The approach to cluster formation as a local
group of business entities (T.I. Marchenko [5])
envisions that clusters are formed by groups of
localized interdependent business entities that
complement and reinforce each other's
competitive advantages. Regarding the formation
processes, the spatial boundaries of business entity
groups are emphasized. Note that the outlined
approach to cluster formation can be a key ele-
ment in implementing the strategy of diversifying
the economy of mountainous territories due to its
artificial nature and, according to practical expe-
rience, focusing on the processes of diversifying
types of activities based on three characteristics:
geographical affiliation (operating in a specific
territory); technological feature (utilizing a com-
mon technological base) and vertical integration.
Within this approach, attention is drawn to the
presence of a synergistic effect from the imple-
mentation of cluster models of economic
development, which "...leads to the efficient
functioning, not of an individual enterprise, but to
ensuring cooperation between large and medium-
sized enterprises to achieve the most rational use
of resources, promote and implement innovative
production, and provide qualified personnel” [5].

Therefore, a cluster can be considered as an
adaptive theoretical platform that enhances the
efficiency of implementing the strategy of economic
diversification in mountainous territories within the
framework of a cluster approach.

CONCLUSIONS FROM THIS STUDY
AND PROSPECTS FOR FURTHER
EXPLORATION IN THIS AREA

Based on the research results, it has been
demonstrated that a cluster can be regarded as
an adaptive theoretical platform. This platform
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facilitates the expansion and diversification of
economic activities based on structures such as
voluntary, territorially limited associations of
a wide range of participants (business entities,
regional and local authorities, local self-
government bodies, education and science
institutions, institutions for stimulating
regional (local) development, etc.). The main
goal is to enhance the competitiveness of locally
produced products collaboratively by business
entities, the competitiveness of territories, and
so on. The findings lead to the following
conclusions:

1. Opportunities for diversification of
economic activities of economic entities operating
within mountainous territories increase because a
dense structural connectivity is formed among
them, providing its participants with an advantage
over competitors who operate in isolation.
Elements of the cluster are interconnected as a
unified system of close structural interactions.

2. Opportunities for diversification of
economic activities of economic entities operating
within mountainous territories increase because
it is consistent that: elements of the cluster are
interconnected as a unified system of close
structural interactions; the processes of interaction
between entities vary depending on the systematic
nature of cluster networks, leading to their
alteration, mutual dependence, and the generation
of one network object by others.

The prospects for further research lie in
examining additional aspects of interaction
between business entities and other participants
within the cluster created within mountainous
territories to understand their impact on local
competitiveness.
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