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Abstract:

Purpose: The research paper deals with the development of new scientific solutions
regarding the identification of influence factors in the economic development models for
developed and developing countries. The paper emphasizes the key significance of modelling
within the framework of the study of economic growth at the level of world, national and
regional economies (macro- and mesolevel).

Design/methodology/approach: To achieve the objectives of this study the main components
of economic development models were discussed.

Findings: The transformation of the approaches of scholars to identify the influence factors
within the historical change of the economic development models is noted. It was emphasized
that the overwhelming majority of scholars use three factors of influence (land, labour,
capital) and their derivatives in the “old”, “new” and regional economic development
models, which is insufficient in the current conditions of economic systems at the macro- and
mesolevel.

Practical implications: Two related economic development models for developed countries
and developing countries are proposed for use; key influence factors within these models are
identified.

Originality/value: It is emphasized that capital, human resources, level of innovations and
competitive advantages are important for ensuring the economic development of developed
countries, and the level of corruption and the level of the shadow economy are added to the
above-mentioned components for developing countries.
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1. Introduction

Transformation of the world economy requires single-direction economic
development of all countries. This should be the key to the long-term effective
development of the world and national economic systems, as well as to reduction
of the difference between developed and developing countries. At the same time,
we note significant problems in such development, where:

- Economically developed countries faced the problem of inhibition of their
economic systems;

- Developing countries are divided into three large groups depending on their
economic development problems, namely: some countries have a rapidly
developing economy (China, India) and they should regulate such development
on an ongoing basis in order to prevent the reduction in the effectiveness of both
national economy as a whole and its individual elements in particular; most of
these countries have problems with the chaotic development of economic
systems and are struggling with persistent crises (Argentina, Ukraine, etc.); the
last group of countries faced with the lack of development and conservation of
their own economic problems (Afghanistan, African countries, etc.). In this
context, we agree with Beck (2005), who points out that a new era has begun,
where the rules of the old era must be taken into account, although they have lost
their strength. The above points to the need to find new ways of developing
economic systems, where modelling of this development should be the main
element.

It should be noted that the problems of economic development began to be
considered from the days of Mesopotamia (Kurz and Salvadori, 2003) and
received the first scientific substantiation in the works of Thomas Robert
Malthus (1836). Subsequently, A. Smith (1776) and D. Ricardo (1951) initiated
the search for key factors influencing economic development and modelling the
results obtained (Pigtak, 2014). Significant transformational processes in the
world and national economic systems in the first half of the 20th century led to
an increase in scientific research in the direction of modelling economic
development, which, together with the achievements of the classical school of
political economy, formed a set of so-called “old” models of economic growth
based on a limited number of influence factors (Chen and Mehlenbacher, 2010;
Anushree, 2019).

Substantial changes in the world economy and economies of individual
countries, the development of globalization, the transition to the post-industrial
type of the formation of national economic systems in the second half of the 20th
century and, especially, at the beginning of the 21st century, led to a significant
increase in the number of economic development models based on a much
greater number of influence factors and were called “new” models (Sharipov,
2015; Loubaki, 2017; Yao, 2019). At the same time, we note a significant
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scientific discussion on the influence factors that are included in the economic
development model and the need for their critical assessment based on the study
of transformation approaches to the development of such models, taking into
account historical chronology and modern theoretical and practical needs for
describing and predicting the development of economic systems at the world,
national and regional levels, which is the objective of the authors’ research.
Proceeding from a set objective, it is important to prove or refuse a number of
hypotheses, namely:

- the study of economic development has taken place since the times of ancient
civilizations and has been widely spread with the development of capitalism in
the 19th, 20th and 21st centuries, following the path of the complexity of
theoretical developments and the use of appropriate models that occupy a central
place in scientific studies on economic development;

- the old economic development models were based on a limited number of
influence factors, thus limiting their theoretical and practical significance;

- new economic development models are based on a much greater number of
factors, which allows improving their adaptation to the current conditions of
functioning of the world and national economies;

- modern regional development models have differences in influence factors
which take into account the scale of their use;

- the development of global, national and regional systems requires the
development of new economic development models based on key modern
influence factors taking into account the achievements of scholars in the “old”
and “new” models.

2. Materials and methods

To achieve the objective of this research paper, a system of general scientific
research methods and research methods at the empirical and theoretical levels
were used, namely: the method of comparison for the critical assessment of
approaches to the definition of the influence factor in economic development
models; abstraction method to identify problems of using influence factors in
economic development models; the method of induction to find key influence
factors that can be used in modern economic development models of developed
and developing countries; methods of systematization, grouping and logical
generalization for systematization of information, drawing conclusions and
scientific proposals of the research paper.

The methodology of the study is based on the historical and systemic approach in
revealing and resolving the problems of transformation of influence factors in
economic development models and the choice of the most key factors for modern
models of this development. In this work, modelling is presented as one of the
main elements of the study of economic growth at the macro- and mesolevels
(world, national and regional economic systems). The study is also based on the
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assumption that the selection of the most important influence factors will
improve the efficiency of modelling economic growth in practice for developed
and developing countries.

3. Results

3.1 Economic Development: Nature, Theoretical Characteristics, Role and
Place of Modelling

The problem of the development of natural or artificial systems, especially the
economic development systems, has always been of interest to scholars and
economists - practitioners. At the same time, based on the chronology of such
studies, we can identify a number of their key stages and describe them (Figure 1).

Figure 1. Stages of the study of economic development and their brief description
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countries (the beginning of the
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*Compiled by the authors based on: Kurz and Salvadori, 2003; Pietak, 2014, Sharipov,
2015; Diaz-Bautista and Gonzalez-Andrade, 2014; Moroianu, 2012; Sanderson, 1992.

When revealing the nature of “economic development”, it is necessary to clearly
understand that this concept is based on the term “development”, which scientists
understand either as a process of improving the relevant material systems (Shutler,
2016), or as a process of establishing a public infrastructure to stimulate the growth
of relevant material systems (Walker, 2013). The modern interpretation of economic
development also takes into account such concepts as “sustainable development”
and “harmonious development”. It is common to understand sustainable
development as the statement at the United Nations Conference on Environment and
Development (1992) that the satisfaction of the current needs of consumers of the
economic system should be without prejudice to the needs of future consumers of
the same system (Leggett and Carter, 2012).
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As for the harmonious development, A. Smith (1776) also studied this issue, who
pointed to the natural harmony, which was reflected in the “invisible hand” that
stabilizes the market, as well as Proudhon (1846), who emphasized the factors
violating the harmony of production growth. Given the above, it is possible to
formulate a graphical interpretation of the term of “economic development” (Figure
2). It is necessary to provide several explanations within the theoretical description
of the term “economic development™:

- the microlevel of economic systems shall be understood as households and
business entities, mesolevel — as sectors of the economy of the country and the
economy of individual regions of the state; macrolevel — as national and world
economic systems;

- the subjects of influence differ depending on the level of the chosen economic
system;

- the factors and instruments of influence also differ depending on the level of the
chosen economic system and are divided into endogenous and exogenous in relation
to this system.

We note a significant number of scientific studies on the economic development of
all the above-mentioned levels of economic systems (Menclova, 2014;
Lankauskiené and Tvaronaviciene, 2013; Van den Berg, 2016). However, the most
difficult is the study of the economic development of the world and national
economies through a significant number of subjects, factors and tools of influence
on the transformation of these systems. It is understandable that researchers seek to
reduce the labour-intensity of these processes, identifying the main factors and tools
of influence, which led to the emergence and development of economic
development models based on a certain set of factors. In this case, the economic
model shall be understood as the mathematical interpretation of the influence of a
certain set of factors on the resultant indicator in the context of ensuring its long-
term growth (Walker, 2013). Thus, one of the driving forces should be attributed to
the influence factors, which positively or negatively affects the functioning of the
economic system, and the resulting indicator is the key characteristic of this system,
which can be quantitatively calculated.

Since the origination of economic science, there has been a rigorous discussion
about the key influence factors and the resulting indicator of the development of
economic systems, especially at the macrolevel, with the founders of such a
discussion being the representatives of the classical school of political economy,
which requires a detailed study of the transformation of both the influence factors
and the resulting indicators in the economic development models, with their division
into “old” and “new” models.

Figure 2. Graphic interpretation of defining the nature of the term “economic
development”

Development Economic system (micro-, meso-,
macrolevel)
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Economic development is a process of ensuring sustainable harmonious development of economic

systems at the micro-, meso- and macrolevel, formed by the relevant subjects of influence with the

use of a set of influence tools, and taking into account the aggregate of factors of influence on these
systems in order to achieve the planned reference points for the transformation of such systems.

3.2 Influence Factors in “Old” Economic Development Models

Smith (1776) was one of the first to study macroeconomic development at the
macrolevel (the level of a separate national economy). He emphasized that such
growth occurs under the influence of two key endogenous factors: an increase in the
level of capital accumulation and in productivity. In this case, the key resultant
indicator was the wealth of people (income per capita). The scholar emphasized that
economic development has no boundaries and may be continuous (Smith, 1776).

John von Neumann (1945) proposed to use a complex linear model of endogenous
growth for the calculation of economic growth, with emphasis on such factors of
production as labour and natural resources, being first to deal with the problem of
natural resource shortage. Great Economic Depression has led to the emergence of a
large number of economic development models that differed significantly from
those of classical political economy and neoclassical scholars. J.M. Keynes (1936)
emphasised the imbalances and crises in economic systems and the need to take into
account, within the framework of economic development, the crisis response
measures by governments of countries and unemployment rate. Schumpeter (1934),
in support of J.M. Keynes’s view of imbalances and crises in economic systems,
believed that their development was leaping, where innovation was a key factor in
the development. The transformation of world and national economies, as well as
the critical reflection on the “old” economic development models, has led to new
developments by scholars since the second half of the 20th century.

3.3 Influence Factors in the “New” Economic Development Models

The second half of the 20th century and the beginning of the 21st century were
accompanied by significant transformational processes in the world and national
economies. At the same time, without denying the necessity of modelling economic
development, the scholars criticized the existing models and offered their own ones
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with the relevant scientific novelty and practical value. However, there were also
neoclassical economic development models, such as the linear endogenous AK
model, which linked the final results with capital (K) and the constant productivity
parameter (A), focusing on such factors of influence as capital and labour, taking
into account the capital ratio of one employee (Kurz and Salvadori, 2003).

We attribute the Ramsey-Cass-Koopmans model to neoclassical models, which
explores consumer behaviour and household savings, which is related to the
functioning of the business (capital, labour, labour productivity) and general
economic equilibrium (Barro and Sala-i-Martin, 2004). In the same period, the
differences in the economic development of developed and developing countries
were being interpreted. Rostow (1971), studying the development of the countries,
formed the theory of the stages of economic growth, singling out six stages, where
the resultant indicator of the country’s development was income per capita, and
influence factors - a large number of technical and economic characteristics of the
development of the national economy. It is also possible to distinguish the scientific
achievements of Lewis (1956), who studies the problems of economic growth in
developing countries and proposed his own model based on a two-sectoral economy
(agrarian sector and industry), taking into account the interaction of these sectors in
the capital and labour markets, as well as structural transformations in the economy
as a whole. The growth of the role of innovation and human capital in economic
development was reflected in the Uzawa-Lucas model, where, along with capital and
labour, the level of education or the average level of human capital is recognized as
a key influence factor (Lucas, 1988). The Mankiw-Romer-Weil (1990) model tried
to combine building of an exogenous model of economic development with building
of an endogenous model of such development.

There is an attempt to supplement or modernize the existing models with more
modern economic development models, paying attention to certain features of this
development:

- The Kremer’s O-ring theory, developed in 1993, emphasizes the quality of staff
training and the problem of labour mobility in the international labour market;

- The Silverberg-Verspagen model, which was proposed for use in 1997, takes into
account competing technologies and innovations;

- The Dixit-Stiglitz-Krugman model, which was completed in 1999, focuses on the
competitiveness of the economy, as well as the center - periphery interrelationship;

- The 2016 Gabriel-Jamie-Oreiro model is based on taking into account the
territorial differences between the rich North and the poor South, the use of
technology, structural changes and the real exchange rate;

- The 2017 Loubaki model emphasizes the influence of the fiscal policy of the state
on its economic development (Loubaki, 2017; Yao, 2019; Gabriel, 2016).
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The beginning of the 21st century is characterized by the increased attention of the
scholars and economists- practitioners to the development of regions, which has led
to the emergence of regional models of economic development.

4. Discussion

The study of economic development is one of the key in economic science,
where we can note significant debates about the nature and components of such
development, including the place of models and influence factors, which requires
the verification of a number of hypotheses.

The first hypothesis was proved and offers the central place in the studies on the
peculiarities of economic development to the relevant models, whose
development began at the time of the classical school of political economy and
which have their place in the scientific research of modern scholars. The vast
majority of “old” models used only three factors (land, labor, capital) or their
derivatives as influence factors, which formed the resulting indicator related to
national income. The above did not allow taking into account the peculiarities of
the country’s development and the gradual transformation of economic systems
within the growth of the role of information and innovations. This restriction has
led to the development of “new models”. We note that the second hypothesis is
accepted in the work.

The scholar-developers of “new” economic development models tried to increase
the number of influence factors in these models, however, in the majority of
models three key factors that were used in the “old” models are still taken into
account. The above suggests that the hypothesis is not proved. Regarding
modern regional development models, we note that they have differences in the
influence factors, but only some of them take into account the scale of their use,
indicating that the hypothesis is partially proved. At the same time, we note the
need to develop new economic development models that will take into account
the peculiarities of the development of economically developed and developing
countries. At the same time, we consider it necessary to form two models,
namely:

- for developed countries:
Y=F (K, L, I, CA), (1)

where K — capital, L — labour, I — level of innovations, CA — competitive
advantages of the country.

- for developing countries:

Y=F (K, L, 1, CA, SE, C), (2)
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where SE — shadow economy level, C — corruption level.

Let us note the differences in influence factors that form economic development
models for two types of countries; for developing countries it is important to
take into account the shadow economy and corruption levels that have a
significant impact on their development. The above shows that the last
hypothesis is accepted.

Taking into account the above, we note that the research objective set at the
beginning of this work is achieved. The key value of this research paper is the
selection of key factors for the development of economic growth models for
developed and developing countries, based on their critical assessment within the
study of “old”, “new” and regional models of growth. In this regard, some
limitations in applying the results of this research paper can be distinguished,
namely: the need to verify the proposed models and influence factors in practice
with the possibility of adjustment; the difficulty of taking into account all the
competitive advantages and corruption level in the economic development
models. At the same time, the formulated limitations do not reduce the scientific
and practical value of this research paper and outline the prospects for further
study.

5. Conclusions

Modelling is of key importance in the study of economic development,
especially macroeconomic systems. In this case, it is important to take into
account the influence factors when forming these models. We note the
transformation of influence factors in the economic development models during
the research period in this field of economics with the factors that have not
changed since the formation of the first models (labour, capital), as well as the
need to develop new models that take into account the peculiarities of developed
and developing countries.

The proposed economic development models and the aggregate of the influence
factors used, which are based on a critical assessment of existing scientific
developments on modelling of economic systems, will make it possible to more
clearly predict the development of economies of different types. The practical
implementation of the proposals and conclusions of this research paper should be
considered in the context of their importance for improving the efficiency of the
economies, especially those of the developing countries. Prospects for further
research on the basis of the scientific results of this study are the following:
verification in practice and revision of the proposed models and aggregate
factors of influence on economic development; making a set of proposals for
optimizing economic development for particular developing countries taking into
account the modelling of the development.
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