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1. Introduction
This report presents systematization of knowledge and skills received in the process of realization of “Regional economic development – networks of Southern Sweden and Kaliningrad” project between the main partners – Association “Union of municipalities of the Kaliningrad region” and Blekinge region (Sweden), financed by Interreg IIIB, TACIS program.

Goal of the report – to describe environment facilitating development of innovation economy. 
Report structure. Section 2 describes a model municipality realizing the goals of long-term sustainability and developing corresponding economic, social and ecological policy. Section 3 provides a description of approaches to creation of favorable environment for the economy, as well as to organization of the local community. Section 3 provides a characteristic of the modern stage of development of adjacent to the economic policy areas in various municipalities in the region, the Kaliningrad region and Russia. Section 5 provides short recommendations on creation of the environment facilitating development of the innovation economy. 
Expected consumers of the report results – municipal managers of the Kaliningrad region and Southern Sweden, persons to some extent participating in development of the municipal economies.

2. Municipality as the Joining Point for Economic, Ecological and Social Policy
Local self-governance in Russia is a relatively young institute. In 1993 local self-governance was defined in the Constitution of the Russian Federation as an independent level of administration. In 19945 municipalities for the first time got a law that regulated their activities and powers. The period of the 90’s became the time for municipalities when they continued fulfilling the tasks passed to them from above, support the current budget networks, and the financial system was already centralized and the main income went to the regional and federal budget. Municipalities, due to their proximity to the population, became a “dempher” for decisions made by the state, often populist. During the state establishment period (2000’s) a number of reforms were realized aimed at creation of manageable systems (housing and public utilities, budget system, taxation system, state administration system, etc.). Also, law No. 131-FZ was passed in 2003 “On general principles for organization of local self-governance” that was meant to unify the local self-governance system in Russia, assign the powers, and grant the local budgets income sources that correspond to their powers. Financial situation in the majority of municipalities continued depending on financial aid from the regional budget. Further policy of the state was aimed at long-term attachment of tax receipts to various budget levels and regulation of inter-budgetary relationships system (changes in the Budget and Tax Codes). As a result the dispute over amounts of funds received by the municipalities as part of financial aid is almost finished, and in 2006-2007 municipalities faced the issue of developing their own economic development policy. 
By that time some municipality were managed by such leaders or groups that could take the municipal economy (in wide sense) in their hands and develop programs aimed at development of local significance programs. 
However in spite of attractiveness and efficiency of such strategy, it has a number of restrictions, such as slowing down of land sales, impossibility to reach the level of salaries that would be comparable with neighboring states, instability related to operation of big assembly and processing plants in the territory, as well as negative effect on the quality of population. 
This restrictions give rise to the issue of development of the economy based on development of own capacity, namely – the economy based on local entrepreneurs operating in external markets providing the required level of income (innovation economy). Such issue is applicable for the modern development stage of Russia in general, as the state development concept ‘till 2020 is also aimed at development of innovation economy, fifth in the world. This will be possible only in case of development of innovation behavior in Russia, realization of human potential, most efficient “application of people’s knowledge and skills for constant improvement of technologies, economic results, life of the society in general.” 
In order to facilitate such development there must be a subject of territory development – municipality, understood as correlated activities of citizens aimed at facilitating the municipality’s existence in the surrounding world. A social unit of such municipality will become the local community
.  
The local community, in the utmost case, includes all residents of the territory, however on this stage it is a group of municipal leaders that made their choice in favor of facilitating long-term sustainability of its social unit – the local community.

The goal for development of the local community,–long-term sustainability, consists of, first of all, involvement of all residents in realization of the municipal strategy, secondly, in realization of activities aimed at improvement of all sides of life in the municipality. This goal is achieved through realization of local policies. On practice, strategies of territories are often “assembled” from mismatching policies in relevant areas, and such approach leads to contradicting development of these areas and, as a result, loss of funds, growth rate and sustainability by the municipality. Long-term sustainability is the platform that can facilitate subordination of each action to a unified goal. 
Long-term sustainability of a municipality is achieved through balanced development in three key areas – economic, social and ecological, or realization of three corresponding policies. Balance of policies is needed because they intercross and affect each other. Goals of the local community’s policies are always specific, since they are related to selection of an efficient method for answering challenges that municipalities face. This calls for constant coordination between the municipality wand processes on the way in neighboring municipalities, in the region, in the country, and in the world. 
In the economic policy the long-term sustainability is expressed in terms of development of innovation economy in the municipality, namely, in development of entrepreneurship capable of answering the challenges of the global economy and being a part of the local community. Therefore economic policy must be aimed at understanding the nature if entrepreneurship, processes and principles it is built on, and creation of institutes facilitating development of entrepreneurship. 
Also, in order to the entrepreneurship to appear and survive, we need to create favorable economic environment, where the innovation economy can develop. This includes the issues of removal of administrative barriers, development of infrastructure for assisting entrepreneurs in organizational, financial and other areas. 
From the perspective of social policy the goal of long-term sustainability consists of development of sustainable social structure. It includes, on one hand (according to the Minister of Economy of RF) creation of the “innovation man” through facilitation of the “social lift”; development of the institution environment facilitating unfolding of each man’s creative capacity, promoting innovation behavior. On the other hand – it is establishment of a system of relations between people, creation of social units, where the capacity of joint movement increases.
In the area of ecological policy the long-term sustainability is provided for through development of the environment that facilitates comfort living conditions and stimulates innovation activities. 
Realization of these policies is not possible without special organized social and communication infrastructures. Residents should be drawn into the local community’s affairs through specially organized interaction. 
From the perspective of innovation economy, elaboration of corresponding policies and their realization in all areas of the local community’ life will be the environment that facilitates its development. 
3. Influence of the Policy Regulating the Local Issues on the Municipal Economic Development
Economic policy should be realized in a stable economic environment and should be supplemented by reforms in other areas. Creation of a favorable environment for the municipal development is based on elaboration and realization of economic, social and ecological policies. Lets look at the policies development issues from the perspective of achieving long-term sustainability of the local community. 
Economic policy for development of the innovation economy
Economic policy aimed at development of the innovation economy consists of two directions: creation of institutes facilitating development of entrepreneurship and creation of favorable economic environment where entrepreneurship can appear and continue existing. Since the nature of entrepreneurship and institutes of its development were the subjects of a separate research, let’s consider the second direction. 
Favorable economic environment affects newly created and operating enterprises/businesses. It is clear that a friendly environment will facilitate development of entrepreneurship. Startup and operation of an enterprise depends on the following main factors:
1. Registration and licensing conditions.

2. Availability of financing for operations.

3. Taxation policy. 
4. Labor markets policy. 
5. Status of the communications environment. 
6. Safety of business administration. 
7. International economic policy. 
8. Availability of business housing infrastructure. 
9. Technologies development level. 
Registration and licensing conditions. 
Registration of an enterprise consists of two aspects: convenience of the registration procedures stipulated by the legislation, and ability of enterprises themselves to go through the established procedure. The first aspect proposes maximally convenient and fast registration (e.g., notification procedure over the Internet). The second aspect is related to mastering of the procedure by entrepreneurs themselves. This can be aided by providing practical information from the registering authorities or the municipality on the registration procedure. Licensing calls for a similar method of work. 
Availability of financing for operations. 
Favorable environment for this issue is a well-developed market of the banking services where special attention is given to the startup financing of business, availability of state and municipal programs providing resources for entrepreneurs (e.g., co-financing of interest on loans), attraction of specialized international programs to the territory that provide funding for investment programs, availability of venture funds, as well as availability of free entrepreneurial capital. In the latter case it would be feasible to create a fund that would accumulate these funds, and that would finance projects created in the territory. A certain share of risks can be covered by participation of municipal, state or insurance capital. 
Taxation policy.

Taxation policy of the government is the reflection and one of the main tools of the economic development policy. Taxation policy in the innovation economy means stability of the set taxes, conformance of the tax to the level setting it, introduction of tools for innovation direction of business, support of the business’ participation in public affairs. 
Labor market policy.

This policy should be aimed at preparation and retraining of entrepreneurs, development of new lines of business. One of the possible strategies is ratification of program for assistance in relocation of residents from other regions and countries, however special attentions needs to be given to the quality of new arrivals and their involvement in life of the region. Another possible strategy – creation of teams inside the education institutions, basing of business on a small number of employees or high-technology business. 
Status of the communication environment.

Availability of efficient spaces for cargo flows, passenger flows, information flows will allow for conservation of time and financial costs of business. 
Safety of business administration.

Business safety consists of, first of all, efficient judicial system, secondly, in absence of such criminal occurrences as raids, thirdly, in regulated system of checks and balances, fourthly, in absence of corruption. 
Capacity for international activity.

Capacity for international activity includes: availability of economy development programs operating in the territory, innovations, involvement of the local entrepreneurs in entrepreneurial networks of other countries, and general regional organization, programs for development of competencies in the area of international business administration standards, involvement of foreign innovation companies in the territory, assistance to participation in expositions and conduction of expositions with participation of other regions, infrastructure for mastering of global developments, technologies. 
Availability of business housing infrastructure.

Business housing infrastructure includes availability of land plots, including ones that are prepared for location of projects, provision of the economy with sufficient amounts of energy and other communications, availability of commercial real estate. Infrastructure can be developed at the cost of regional and federal programs. 
Technology development level.
Decision used for business development should be turned into technology of production of goods or provision of services. This requires a program for development of engineering competencies. In a wider sense this issue is related to the need for development of such areas of the economy, as business-engineering. Elaboration of plans for realization of solutions and their turning into enterprises should become a separate part of work with beginner entrepreneurs. These can be cases of already realized ideas or project training. 
Competency of business-design.
Business-design is a mandatory skill for project realization. This stage includes evaluation of investments, profitability and economic sustainability of a business-solution. In this sense mastery of financial and investment analysis can give its own results. 
Social environment facilitating development of the innovation economy
Favorable social environment is formed through realization of the social policy. In wide sense, social policy is the society’s decision to take care, though special institutes and infrastructure, of the residents that need social assistance for one reason or another ("taking care of the weak”), as well as the society’s decision to assist those who want to prove themselves in some sort of activity (“taking care of the strong”). 
Within the traditional society the social policy processes were realized within the families or through spreading of religious norms. In the industrial society, when the family ceased fulfilling this social function, the government, on one hand, made a decision to take care of the strong (that was realized through education system), on the other hand – to take care of the weak (which was realized through social protection of the population). 
The approach that is realized with the society taking on the responsibility for its long-term sustainability, presumes that the social policy is aimed at creation of the society of the “strong". This means that innovation behavior of a man is formed within the social policy, along with creation systems of public relations between people, when each understands its contribution in realization of the municipality’s sustainability task. 
It is clear that this will not rid the current anti-social occurrences, but main efforts are placed towards assistance to appearance of innovation-thinking people that are able to produce ideas and put them to life. 
Special systems are created to realization of the social policy: 

- social “lift” – a system for support of initiative, when everyone is capable of reaching any height;

- social infrastructures – specially organized permanent communications between representatives of one or several activity subjects (movements, public, professional organizations), infrastructure for involvement of citizens in the policy being realized. 
A significant amount of work must be performed by the education system, where programs for development of the intellect and creative potential of a man are formed on the level of preschool, school, vocational, higher and past-graduate education. The education system introduces such capacities in the society as ability to solve any problem, knowledge of the surrounding processes, ability to work with the subject, production of ideas and solutions in problem areas, ability to interact, communicate and exist in the society. 
Examples of realization of policy in education are development of teachers’ achievements for elaboration and realization of new approaches to education (e.g., distribution of practice-oriented teaching methods), development of conflict-resolution skills, etc. 
Social policy is also realized in the areas of healthcare, culture, leisure, sport, youth policy. 
The essence of the healthcare system for the long-term sustainability goal lies in popularization of healthy living and simultaneous decrease in the losses due to deceases and death. 
Culture. Traditional understanding of culture – creation of artistic specimens. Policy in the culture area for achievement of long-term sustainability – is creation and promotion of norms, results of activities useful for the society, as well as creation of modern arts products (e.g., design of forms). Another function of culture – telling the story of territorial management development, tasks solved by it, including for experience sharing. 
Organization of the leisure area for long-term cooperation goals presumes spreading of all forms of creative activities. 
The youth policy ceases being an independent area and includes various forms of involvement of the young generation in the local self-governance programs; these can include programs for using the creative energy of youth to define and resolve new objectives. 
The social policy can also include new definitions of questions, e.g., on provision for the residents’ mobility, spreading of new communication methods facilitating interaction with the society from any point in space, etc. 
The social area, on one hand, requires budget spending by the municipality. On the other hand, realization of the abovementioned actions in it will affect the economic development of the municipality. A special issue is development of evaluation methods for return on the funds invested in the social policy. Moreover, innovation development in the social area can become independent products. E.g., distribution of new development can use the funds of international projects. And registered social technology can become a product for similar local communities. 
Environment (ecology) that facilitates development of the innovation economy
The ecological policy turned into independent area at the end of 19th – beginning of 20th century After acceptance of the democratic principles population started getting involved in administration through election. A new area of state management appeared – ecology, understood as preservation of special nature territories. 
The first approach to the ecological policy included protection of the environment from the man’s activities. Objective of such ecological policy – to maximally preserve natural objects and processes in their original condition. This policy is realized through creation of specially guarded natural reserves with partial or total restriction of man’s activities. Another direction – introduction of maximum acceptable concentrations of emissions into the environment for the economy sector (MAC).

Understanding that man’s activities inevitably affect the environment gives birth to new approach to the rational use of natural resources. Such policy is realized through construction of treatment facilities to return the treated effluents into the environment, land recultivation to return them to the initial status, introduction of new technologies in products (e.g., restrictions on chemical composition on industrial production). 

Approach to economic policy as development of the environment facilitating long-term sustainability of the local community leads to a different outlook on the subject of ecological policy and tools for its realization. 
Development of the environment presumes turning it to such status, where it will facilitate the need of man’s development. The environment in such approach includes such areas, as landscape planning (or nature development), city planning, development of transport networks, parks, architecture, natural processes. 
Realization of such policy will include: 
- organization of recreation sites for residents that aids thinking abilities (e.g., diversity of various forms and types of plants);

- preservation and demonstration of natural processes (natural processes are a convenient subject for mastery of process-based outlook);
- organization of space for people’s interaction (for example, in New York all first floors of buildings are accessible for the public, or culture of absence of fences, or availability of public and office rooms with open-layout equipped with communication sites);

- creation of possibility of efficient movement of residents to increase their mobility;

Just as the social policy, ecologic policy requires budget spendings that subsequently return in the form of economic growth. However, since ecology subject and developments inside it are currently of great interest on the European agenda, these developments can become an additional source of revenue for the local community. 
Development of institutes for establishment of the local community
As was mentioned above, the goal for economic development is long-term sustainability which includes involvement of all residents in realization of the municipal strategy, as well as realization of activities facilitating balanced development of all areas of the municipality’s life. 
That local community – the group of leaders that took on the responsibility for the local self-governance, will pass through the development stages with views of desired future and design of municipal policies for elaboration of the desired view. This group usually holds public posts in the municipal administration. The natural course of events – gradual involvement of all residents of the municipality in the territorial administration. 
The process of transition to the goal of understanding of the long-term sustainability and establishment of life in the municipality can be illustrated by the following diagram (Illustration 1).
Diagram of development of the local community and policies elaborated by it
Illustration 1.


On each stage the municipality develops economic, social and ecological policy that corresponds to the desired status of the municipality, in other words – its development strategy. Development of a strategy is a constant process. Therefore special communication infrastructures are formed in the municipality to elaborate the strategy, develop or review new methods for its realization. Communication infrastructures can be in the form of public councils, work groups, arenas, mass media publications and other special sites for discussion of the municipality’s life issues. 
Also, there is a need to create infrastructure for involvement of the residents in understanding and realization of the local community’s policies that demonstrate movement and provide possibility for joining the movement for the local community. Such infrastructures should be able to support contexts, have a movement leader, organization of communications, poly-subject interaction. 
The notion of the local community and long-term sustainability is true in relation to the municipality, as well as the region and country in general. 
4. Overview of the Current Economy Development Methods Used in the Adjacent Areas
The innovation economic policy, based on creation of new flows, calls for development of corresponding policies in the adjacent areas. Contents of the package depend of the notion of the sustainable municipality. 
Lets look at the current state of municipalities in terms of economic, social and ecologic policies being realized. 
The process of development of notions about strategic development of a municipality consists in constant shift towards new notions about what flows the municipal economic policy will be based on. Municipal strategies in different municipalities are built on different notions, that lead some to leading positions, others – to outsider. 
The first group of municipalities are the ones where the managerial team is not formed yet, or hasn’t taken control over the municipal assets yet. In such municipalities the issue of economic, social and ecologic policy is not raised yet. Their decisions are mainly consequences of policies of other levels. Moreover, the budget sector (education, healthcare, etc.) maintain the previous policy, the previously formed network, and budget institutions are financed based on the demands of the network. 
The second group of municipalities are the ones where the local community begins to develop and is a manageable team. In this case the municipal administration builds its strategy based on balancing of incomes and expenditures of the municipality: policy of cost lowering is implemented, restructured networks in education, healthcare, culture, social policy. Measures are taken in the area of ecological policy to eliminate negative consequences strongly affecting the situation in the municipality. 
The third group of municipalities – is the level of the local community’s development, when it administers the policy of involvement of flows to the territory and income to the budget. External flows – sales of land and property, invitation of foreign or Russian outsourcing companies to the territory, federal and regional funds under target programs. In this case the social policy attempts to resolve the following tasks: 
- work with labor resources and demographic balance;

- establishment of a comfortable habitat to keep the native inhabitants and create conditions for arrival of new ones.

The healthcare policy is aimed at decreasing losses from diseases for the municipal economy. Active HR policy is administered: elaboration of tasks for specialized and higher education institutions, attraction of labor force from other regions. However the quality of attracted resources corresponds to the assembly enterprises being established. 
Establishment of a comfortable habitation environment includes creation of a tidy look of the city, repair and construction of utilities, provision of residents with the necessary services, construction of treatment facilities, required objects of the social infrastructure (schools, kindergartens). Youth policy is aimed at creation of various activities for the youth do drive them away from negative activities. Also, groups of protesting youth are formed that express their disagreement with the current state of affairs and unwillingness to support the chosen policy in different ways. For example, in Chernyakhovsk there is quite numerous historic youth movement that is in no way related to other affairs of the city. The policy of work with leisure is almost nonexistent, leisure is seen as the time for rest from work, and everybody finds their own ways to fill it up. The policy in the area of culture is aimed at creation of mass entertainment products to fill-up the leisure time. 
The Kaliningrad region does not have any local communities from the fourth group yet – the ones that have set the goal of long-term sustainability on the global scale. Restrictions of the policy aimed at attraction of external flows cause unsolved issues and conflicts. For example, the issue of providing quality education and development of human potential is set, but it is not being resolved within a separate field. Answer to a quality issue – it is always evaluation of the field’s involvement in the long-term sustainability issue. Environmental decisions appear in municipalities due to close interaction with international organizations or neighboring municipalities in the Kaliningrad region, or due to the federal policy. For example, Gusev town district is realizing the policy of creation of export oriented enterprises, Gurievsk district has raised the issue of involvement of teaching teams in the local community’s politics. Creation of local parks becomes a planned task of the local community in such municipalities, as Gusev, Gurievsk, Yantarniy town districts. Changes also take place in the city building sector, for example, construction of fences is loosing its popularity, new architecture solutions appear, such “Fish Village in Kaliningrad”. Such innovations gradually transform the environment. 
Synchronous processes taker place on the level of subjects of the Russian Federation. The Kaliningrad region is among the leading subjects in the economic policy. Economic policy on the regional level is aimed at attraction of large external investments. Under this policy the Government administer the “Program of the Kaliningrad region for assistance to voluntary relocation of expatriates from abroad to the Russian Federation.” In healthcare the policy corresponds to the goals of priority national project “Health”. Realization of the main directions of “Health" project continues in 2008 in various areas: 
- development of emergency medical aid, including preventive;

- provision of the regional population with high-tech medical aid.

The education sector underwent restructuring of networks and transition to single-channel financing system. 10 directions are being realized in the Kaliningrad region within the framework of national project “Education” in 2008: 
1. Stimulation of general education institutions that implement innovation education programs 

2. Monetary incentives for the best teachers 
3. Monthly bonuses for functions of class mentor 

4. Support for talented youth 

5. Implementation of modern education IT technologies 
6. Supplying education institutions with visual and laboratory equipment 
7. Purchase of school buses 
8. Support for subjects of the Russian Federation that implement complex education modernization projects (CEMP) 

9. Organization of meals for pupils 
10. State support for preparation of staff and specialists for high technology production facilities in state education institutions of initial and advanced vocational training that implement innovation education programs 
Realization of priority national project “Affordable and comfortable housing for Russian citizens” in the Kaliningrad region includes the following subprograms: 
· Housing for young families 
· Construction of utilities infrastructure for land plots used for residential construction 
· Development of building industry and building materials, products and constructions industry 
· State support for residential mortgage lending in the Kaliningrad region 
· Modernization of public housing and utilities objects 
Moreover, the Kaliningrad region is the leader in realization of the chosen policy, therefore the region holds good positions while competing for grants from the Federal Center. 
At the same time the regional level continues elaboration of a solution to the education quality issue. The latest innovation of the Government in this area – financial incentives to municipalities based on the results of Unified State Examination. The works is underway for preparation of rest sites in forests. “Program for development of tourism industry in the Kaliningrad region” if being prepared. Development of a program for prevention of racism and intolerance is commissioned. Since these new priorities affect the conditions of the environment, the next step will include unwinding of the social realization infrastructures. 
The policy of administrative state-building and balancing of income and spending was realized of the federal level ‘till summer of 2007. The economic policy was built on raw materials export and attraction of foreign investments in the outsourcing mode. The internal discussion of the political elite in the Summer of 2007 led the federal authorities to rising the issue of what place the country should occupy in the world, whether it can have long-term sustainability following the policy of raw materials export. Document “On strategy for development of Russia ‘till 2020” and subsequent developments aim at development of the innovation economy based on quality human potential. Full-scale system for construction of the innovation economy is already being developed, however the programs for development of corresponding regulatory framework and institutes of the innovation economy are already accepted. Co-financing measures are developed in the context of creation of favorable conditions for small entrepreneurship development in the following areas: 
1. Creation of small entrepreneurship subjects’ support infrastructure (business-incubators).

2. Development of small entrepreneurship subjects crediting system.

3. Support of small entrepreneurship subjects that produce and sell goods for export.

4. Support of small enterprises in scientific-technical area.
5. Support of programs for creation of guarantee funds, mixed investments funds and stock funds. 
Moreover, the Government of the Russian Federation developed a set of measures for creation of favorable conditions for entrepreneurship, including elimination of excessive administrative restrictions, provision of equal access to resources of subjects, natural monopolies, perfection of taxation in small entrepreneurship, including preparation of federal regulating documents in the following areas:
1. Provision of access for small entrepreneurship to infrastructure objects (real estate).

2. provision of access to infrastructure objects (connection to electrical grid, heating and water-supply networks)
3. Access to financial resources, including measures aimed at perfection of taxation under the simplified taxation systems.

4. Support of entrepreneurial initiative, training. This direction includes : 
· Improving the status the entrepreneurship (entrepreneurial competence).
· Identification of leaders in general education schools willing to create small companies.
· Programs for support of entrepreneurial initiatives of students, past-graduates.
· Improvement of qualification of entrepreneurs and hired employees working in small business.
5. Perfection of interaction with public associations of entrepreneurs
6. Simplification of companies’ registration procedure, including licensing.

7. Technical requirements – modernization of the current technical regulation system and transition from certification to declaring.
8. Elimination of excessive control procedures and regulation of control activities.

9. Innovation small business. This area includes:
· Creation of material-technical base for development of small innovation companies.
· Creation of a system for financing of beginner-companies (from research and development to prototype).

· Development of small innovation companies through commercialization of intellectual property objects.
10. Healthcare and social services - in the part of support of private medical organizations. 
11. Industry – in the part of support of material-technical base of industrial companies and maintenance of state orders system for small companies.
12. Construction – in the part of development of a transparent procedure for allocation of land plots and elimination of excessive regulatory procedures.
13. Agriculture - in the part of support of small agricultural companies.
14. Support of small enterprises involved with retail and wholesale sales, public catering. 
The federal level environment development policy is also on the preparation stage. The priority of ecology is current reinstated, the ecology legislation is being compiled into a Code, and  measures are taken to prevent the most hazardous pollutions. Also, the City-building Code of the Russian Federation defines the term “sustainable development of territories” as provision for safe and favorable conditions for life of residents, restriction of negative influence on the environment from man’s economic and other activities, and protection and rational use of natural resources in the interest of current and future generations. And “territorial planning” – as one of the key forms of activity regulated by the Code, aimed official documented zoning of lands based on social, economic, ecologic and other factors in order to provide for sustainable development of territories, development of engineering, transport and social infrastructures, taking in consideration interests of citizens and their association, the Russian Federation, subjects of the Russian Federation, municipalities. Moreover, Federal Law on protection of the environment dated 2002 states the need to create the basics of ecological culture. Ecological education is actively developing. 
In the social area, the federal policy aimed at restructuring of networks is almost completed (normative funding is introduced in healthcare, education systems, culture, social protection). The most urgent question right now is to determine the quality of operations in these areas in light of realization of the Country's development strategy 'till 2020. 
The main strategic goal of the currently realized Education development program – to provide conditions meeting the citizens', society’s and labor market’s demands through creation of new institutional mechanisms for regulation of the education sector, development of fundamentality and practical orientation of education programs, creation of continued education system.  

Strategic objectives of the Program are: 
· Perfection of education contents and technologies; 

· Development of education services quality system; 
· Improvement of management efficiency in the education system; 

· Perfection of economic mechanisms in education.

A strategy is being realized in the culture sector aimed at preservation of cultural heritage of Russia, creation of unified culture environment, creation of conditions facilitating access of different groups of citizens to culture amenities and information resources, preservation and development of the national culture potential, adaptation of the culture sector to the market conditions, integration in the global culture process. 
The social policy of RF is aimed at realization of the following objectives: 
Objective 1 -  improvement of demographic situation and situation of families with children, as well as children in difficult life situations. 
Objective 2 – improvement of the population’s wellbeing, decrease in poverty and inequality of incomes within the population. 
Objective 3 – improvement of quality and accessibility of medical services, especially for poor groups of population, provision of sanitary-epidemiologic welfare. 
Objective 4 – improvement of efficiency of the social protection and social services system, first of all, for elderly and handicapped. 
Objective 5 – facilitation of productive employment of the population, protection of labor-related rights of citizens.
These objective are mainly realized through increases in social payments – salary increases, pensions and certain social payment increases, social security payments, increases in social payments to citizens in need of social protection. 
5. Recommendation on Development of the Environment Facilitating Development of the Innovation Economy
Municipalities, regional level and federal level are currently facing restrictions imposed by the policies being realized. Development of each particular area separately will not form a unified local community. In order to, for example, set the goal of creation of the innovation economy, we need to first set the goal of long-term economic sustainability, and then elaborate a policy for each area – only this will lets us reach the set goal. 
However, in order to begin transition to long-term sustainability of the local communities, we can start with projects related to local issues, such as creation of teachers’ movements for implementation of practice-oriented teaching methods. Such projects, of course, will encounter the situation when the local community’s environment will not be ready to include them in its plan, as well as with financing difficulties. The financing issue can be resolved through international grants, grants from Russian public funds, as well as funds created within the federal budget realization of the new policy ‘till 2020. Another possibility – support from municipal politicians that see the need in transition to the objective of long-term sustainability. 
Inclusion of active municipalities in international networks on various issues can aid development of understanding of the desired status of the municipality and means for reaching such status. Special programs should be used to show the representatives of local communities that a municipality can be a sustainable subject and active participant on the international level. Moreover, it is important to develop understanding of environment organization systems facilitating development of the innovation economy: presence of university centers, special systems of interrelation between the public sector, economy sector and the local community, the so called Triple Helix, innovation institutes for realization of economic, social and ecologic policies, as well as public institutes for construction of the local community. 
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� Hereinafter the terms municipality and local community will be used as synonyms. 
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