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Introduction to Transformative Economies

Abstract

This introductory chapter outlines the analytical foundations of transformative
economies, emphasizing how economic change emerges from the interaction of human
capital, cultural values, institutional quality, spatial dynamics, and policy innovation. It
situates the book’s five-part structure within a broader framework that views
transformation as a multidimensional and context-dependent process. By highlighting
both successful pathways and cautionary failures, this chapter establishes a conceptual
roadmap for understanding how societies pursue resilience, sustainability, and inclusive

development in an era of profound global and regional challenges.
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1.1. Preliminaries

Transformative economies refer to processes of structural change that reorient
economic systems toward greater inclusiveness, resilience® and sustainability in the face of
social, environmental, and technological challenges. Rather than focusing narrowly on
growth, transformative approaches emphasize how economies evolve through interactions
among people, institutions, spaces, and policies, and how these interactions shape long-run
development outcomes.

This concept of transformative economies has been discussed in the social sciences
literature from time to time---see Light (2006), Light and Miskelly (2019)---and the
concept itself refers to the design and architecture of multi-scalar economic systems. In
addition, the concept addresses contemporaneous socio-economic and ecological challenges
such as sustainable development, social justice, equity, and care for less privileged groups
or left-behind regions.

The essence of the notion of a transformative economy is not entirely new. More
than six decades ago, the Nobel laureate Jan Tinbergen (1956) presented the idea of

qualitative or structural change in economic systems. What he meant by this idea is that

¢ Unfortunately, the concept of resilience now has many meanings in regional science in particular and in the social
sciences in general. This notwithstanding, it is worth pointing out that the post-World War II use of this concept began
originally in the ecology literature with a seminal paper by Holling (1973). Resilience, when used in the sense of the
Canadian ecologist Buzz Holling is sometimes also called ecological resilience. Since the writing of Holling’s 1973 paper,
a second notion of resilience, sometimes called engineering resilience, has been introduced into the ecology literature by
Pimm (1984). See Batabyal and Kourtit (2021) for a critical review of the use of the concept of resilience in regional
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the market mechanism, the responses of the relevant actors, and the way an economy is
governed could all be subject to different “rules of the game.” Today, there is rising
interest in alternate modes of economic decision-making and control mechanisms, inspired
by a range of new conceptual perspectives on society. These perspectives include the
participatory society, the platform economy, the economy of solidarity, the cooperative
economy, the share economy, and the economy of ecological balance. Such standpoints
reflect the new societal orientation towards resilience, sustainability, management of the
commons, inclusiveness, distributive justice, and social cohesion. The present volume
provides a kaleidoscopic perspective and a range of novel reflections on the theme of
transformative economies, with contributions from researchers based in different parts of
the world. For ease of comprehension, this book is divided into 13 chapters that address
four themes.

The first theme about transformative economies is the central role of human
capital, values, and institutions (Kertesi and Koll 2002; Tkach et al 2019; Zikos 2020).
Investments in  education, health, and skills formation are not merely
productivity-enhancing inputs; they shape social norms, aspirations, and collective
capacities for adaptation. Values such as trust, intergenerational responsibility, and social

solidarity influence how societies perceive trade-offs between efficiency, equity, and

science and Batabyal (1998) for a more general overview of this concept and its usefulness in the social sciences.
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sustainability. Institutions—formal rules and informal norms—mediate these values by
structuring incentives, resolving conflicts, and enabling coordination (Shariff 2003). When
institutions are inclusive and adaptive, they support innovation and long-term planning;
when they are extractive or rigid, they can lock economies into low-productivity and
environmentally harmful trajectories (Acemoglu and Robinson 2012).

A second theme concerns spatial and territorial strategies for resilience (Rizzi et al.
2018). Economic transformation unfolds unevenly across regions, cities, and rural areas,
making spatial considerations central to development policy. Territorial strategies that
recognize local endowments, ecological constraints, and social networks can strengthen
resilience to shocks such as climate change, pandemics, or global market volatility.
Place-based policies—ranging from decentralized infrastructure investment to regionally
tailored industrial strategies—can reduce spatial inequalities while enhancing adaptive
capacity (Moretti 2024). At the same time, connectivity across territories through
transport, digital infrastructure, and migration flows allows regions to share knowledge
and diversify risks.

A third theme is that transformative economies require coherent pathways and
policies linking innovation, trade, and sustainable development. Innovation is not limited

to frontier technologies; it includes social, institutional, and organizational innovations



that reshape production and consumption patterns. Trade can amplify these
transformations by diffusing knowledge and expanding markets, but only when aligned
with environmental and social objectives. Strategic policy mixes—combining industrial
policy, environmental regulation, and social protection—are essential to steer innovation
toward sustainability rather than reinforcing carbon-intensive or exclusionary systems
(Casalegno et al 2013).

The final theme is that transformative economies must heed cautionary tales
stemming from fragility and the risks of failed transformations (Rasmus 2016). Rapid
reforms without institutional capacity, social buy-in, or attention to distributional impacts
can exacerbate inequality and undermine legitimacy. Environmental degradation, conflict,
and macroeconomic instability can derail promising transitions, leaving societies more
vulnerable than before. These experiences underscore that transformation is inherently
uncertain and path-dependent, requiring humility, learning, and adaptive governance to
navigate risks while pursuing inclusive and sustainable futures.

The concept of transformative economies provides a powerful lens for
understanding how regions grow and change over time and space by emphasizing
processes of structural change rather than static outcomes (Marjanovic 2015). It directs

attention to how economic activities, institutions, technologies, social relations, and



environmental constraints co-evolve, producing region-specific development trajectories. In
addition, the notion of transformative economies calls for a rethinking of how development
is conceptualized, governed, and evaluated. Transformation is not simply a matter of
upgrading technologies, liberalizing markets, or reallocating resources across sectors.
Rather, it involves the co-evolution of human capabilities, institutional arrangements,
spatial configurations, and policy choices over time. These elements interact in complex
ways, often producing unintended consequences, uneven outcomes, and contested
trajectories. Understanding transformation therefore requires analytical frameworks that
can capture interdependence, path dependence, and the role of agency at multiple scales.
Notwithstanding these points, our central claim here is that there are no book length
treatments of transformative economies that provide coherent analyses of the four themes
that we have discussed thus far.

By integrating these four themes about transformative economies in a reasoned
manner, we can better understand how growth-enhancing regional change can be
simultaneously, unequal, and contested. In doing so, the concept of transformative
economies offers an integrated framework for comprehending spatially uneven
development and for assessing how deliberate interventions can steer regional transitions

toward more sustainable and inclusive futures. As such, the primary objective of this book



is to provide expansive studies of transformative economies within the context of the four
themes outlined above.

Following this introductory chapter which comprises Part I of the book, there are
thirteen chapters and each of these chapters—written by an expert or by a team of
experts—discusses, either explicitly or implicitly, a particular research question or
questions about transformative economies. For ease of comprehension, we have divided
the present volume containing fourteen chapters into five parts.

Part II of this book, titled “Foundations of Transformation: Human Capital,
Values, and Institutions,” consists of four chapters. This part focuses on the social,
cultural, and institutional underpinnings of economic transformation---how values, human
capital, and governance shape developmental trajectories, paying attention to fragile or
transitioning contexts. Chapter 2 concentrates on Armenia and shows how one can study
the notions of subjective well-being and family values in this nation by looking at Soviet
and post-Soviet intergenerational differences. Chapter 3 sheds light on the fragility of
economic development by concentrating on the impacts of human capital and institutions.
With the aim of bridging theoretical concepts with policy outcomes, Chapter 4 integrates
the available evidence on human capital to analyze the nature of transformative economic

development. Chapter 5 analyzes the nature of sustainable development in transformative



economies by emphasizing cultural codes and environmental factors.

Part III, titled “Spatial and Territorial Strategies for Resilience,” consists of three
chapters. This part concentrates on transformation as a spatial and territorial process,
emphasizing cities, regions, and place-based strategies that link resilience, inequality, and
sustainability. This part of the book consists of three chapters. Chapter 6 focuses on the
world’s most populous democracy, namely, India. It studies the notion of economic
inequality by analyzing the roles that the spatiality of what it calls the “solidarity

)

economy” and social sector expenditures together play in impacting inequality. Chapter 7
looks at the so-called new development model in Morocco. Specifically, this chapter
documents the ways in which this model has been a transformative economic and a
territorial strategy. Chapter 8 studies the concept of resilience from a territorial
standpoint. In particular, this chapter analyzes how what it calls “socio-professional
dynamics” can serve as a vector of urban transformability to promote opportunities for
enhancing territorial resilience.

Part IV, titled “Pathways and Policies: Innovation, Trade, and Sustainable
Development,” consists of four chapters. This part examines the interaction between

innovation, sustainability, and long-term structural change with attention to policy

frameworks, environmental constraints, and emerging economy contexts. Chapter 9 sheds



light on economic development, innovation, and sustainability in Moldova by analyzing
the notions of the so-called environmental Kuznets and Innovation Claudia curves.”’
Chapter 10 utilizes data envelopment analysis---see Cooper et al (2007)---to examine how
the trinity of transformative spaces, the notion of a circular economy, and cultural
resources help us better comprehend what it calls “spatial adaptivity.” Chapter 11
examines the strategic pursuit of research and development (R&D) and innovation policy
in the context of emerging economies and then sheds light on what this examination
means for Armenia. Chapter 12 studies the lessons we learn by examining Armenia’s
ongoing economic transformation, paying specific attention to how technological change
and shifts in external demand have remade the country’s production structure between
2017 and 2023.

Part V, titled “Cautionary Tales: Fragility and the Risks of Failed
Transformations” is made up of two chapters. This part looks at the nature of
transformation within global and regional economic systems by paying particular
attention to openness, integration, and the possibility of the failure or breakdowns of
institutions. Chapter 13 analyzes the integrative role that foreign trade can play in paying

due attention to the fundamental trade-theoretic known of comparative advantage.® The

7 See Dinda (2004) and Khan et al (2022) for authoritative papers on these two kinds of curves.
8 See Chipman (1965) for an excellent account of, inter alia, David Ricardo’s well-known concept of comparative

advantage.
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final chapter 14 documents a case of the failure of economic transformation. The focus in
this chapter is specifically on the demise of cooperative banks in Hungary and more
generally on the fragility of transformative economies in central and eastern Europe.

With this preliminary discussion out of the way, we now proceed to briefly
comment on the intellectual contributions of the individual chapters in this book.
1.2. Foundations of Transformation: Human Capital, Values, and Institutions
1.2.1. Subjective well-being in Armenia

This chapter examines the determinants of subjective well-being (SWB) in
Armenia, with particular focus on how family and work values influence well-being across
generations shaped by the Soviet and post-Soviet periods. Situated within the broader
context of Armenia’s transition from a centrally planned socialist system to a
market-based economy, the study explores how rapid socio-economic transformation,
demographic change, and shifting cultural norms have reshaped individual perceptions of
happiness and life satisfaction.

Drawing on data from the seventh wave of the World Values Survey (WVS), the
authors analyze responses from a nationally representative sample of 1,223 individuals,
divided into two cohorts: those born before 1991 (the Soviet generation) and those born in

or after 1991 (the post-Soviet generation). Subjective well-being is operationalized as a
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composite index combining standardized measures of happiness and life satisfaction. The

analysis employs ordinary least squares regression to assess how demographic

characteristics, economic conditions, and attitudes toward family, work, and gender roles

shape SWB, both overall and within each generational cohort.

The descriptive analysis reveals pronounced generational shifts in family structures

and values. While family and work remain central values across both cohorts, younger

respondents place relatively greater emphasis on leisure and friendships and express more

progressive attitudes toward gender roles, including greater acceptance of women’s

economic independence. At the same time, concerns about job security and the ability to

provide children with quality education are more pronounced among the post-Soviet

generation, underscoring the perceived risks of a market-oriented economy.

Regression results indicate that income, marital status, and family trust are among

the strongest predictors of SWB across generations. Being married and having higher

income levels are consistently associated with higher SWB. Family trust emerges as a

particularly powerful determinant, with low trust linked to substantial declines in

well-being, especially among the Soviet generation. However, the role of children differs by

cohort: while having more children is positively associated with SWB for Soviet-era

respondents, it is negatively associated with well-being among post-Soviet individuals,
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suggesting that the burdens of childrearing may weigh more heavily on younger families.

The findings also highlight generational differences in the relationship between

values and well-being. Traditional family and work values exert a stronger influence on

the SWB of the Soviet generation, whereas the post-Soviet cohort’s well-being is more

sensitive to value conflicts surrounding gender norms, parental expectations, and

employment attitudes. Overall, this chapter demonstrates that subjective well-being in

Armenia is deeply embedded in family relations, economic security, and culturally

mediated values, offering important insights for policymakers seeking to enhance

well-being in transitional societies.

While chapter 2 rightly concentrates on explicating the nature of subjective

well-being in Soviet and post-Soviet Armenia, this chapter does not discuss how human

capital and institutions together impact economic development. This question of human

capital and economic development comprises the core of the issues that are analyzed in

chapter 3.

1.2.2. Human capital and institutions

This chapter examines the interaction between human capital, institutional

quality, and economic development, with a particular focus on how this relationship varies

4

across countries characterized by different levels of what the chapter calls “institutional
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fragility.” While the existing literature has long recognized the independent roles of
human capital and institutions in explaining cross-country income differences, the authors
of this chapter argue that insufficient attention has been paid to how institutions
condition the effective utilization of human capital, especially in fragile contexts.

The main premise of this chapter is that human capital accumulation alone does
not guarantee higher productivity or income growth. Instead, institutions act as a critical
conversion mechanism that determines whether human potential is transformed into
economically productive outcomes. In fragile states, weak governance, corruption, political
instability, and limited state capacity often prevent educated and skilled individuals from
contributing effectively to economic activity, leading to underutilization, brain drain, or
misallocation of talent. Conversely, strong institutions foster accountability, protect
property rights, and create incentives that enable human capital to generate innovation,
productivity gains, and sustained development.

Conceptually, this chapter distinguishes between human capital as a latent stock of
knowledge, skills, and health, and human capital as a flow of productive services actually
deployed in the economy. This distinction underpins the authors” methodological

approach. Rather than relying on traditional stock-based measures such as years of

schooling, they construct a composite human capital index using seven indicators from the
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Global Innovation Index (GII) that emphasize performance and utilization—knowledge
creation, absorption, diffusion, and impact. Principal Component Analysis (PCA)? is
employed to capture the multidimensional nature of human capital and to generate a
single composite index.

Empirically, the study in this chapter uses cross-sectional data for 120 countries in
2024 and classifies them into fragile and non-fragile groups based on the so-called Fragile
States Index. Regression results show that institutional quality has a stronger and more
robust direct association with gross domestic product (GDP) per capita than human
capital. However, the effect of human capital on income is consistently found to be
institution-dependent across all country groups. In non-fragile countries, institutions play
a dominant role in explaining income differences, while the marginal contribution of
human capital is relatively smaller. In contrast, in fragile countries, human capital
emerges as a key driver of GDP per capita, reflecting the importance of improving the
conditions under which human capital can be effectively deployed.

Overall, this chapter contributes to the regional science literature by shifting
attention from human capital accumulation to human capital wtilization. It highlights the

dual role of institutions—as independent drivers of growth and as enablers that determine

9 Principal Component Analysis (PCA) is a dimensionality reduction technique used to simplify large, complex datasets
by transforming correlated variables into a smaller set of uncorrelated, orthogonal components called principal

components. See Jolliffe and Cadima (2016) for more details.
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whether investments in human capital translate into meaningful economic development,
particularly in fragile states. The next chapter 4 also looks at human capital, but the
emphasis now is on developing an inclusive, interdisciplinary approach to transformative
economies.

1.2.3. Human capital in an interdisciplinary approach

This chapter examines human capital as a central driver of transformative and
sustainable economic development, emphasizing its role in shaping productivity,
institutional quality, and long-term resilience in economies undergoing structural change.
It conceptualizes human capital not merely as an accumulation of education or skills, but
as a multidimensional asset that includes knowledge, competencies, health, adaptability,
and social capabilities that interact dynamically with institutions and technological
progress.

The chapter begins by outlining the theoretical foundations linking human capital
to economic transformation. Drawing on endogenous growth theory and institutional
economics, this chapter argues that investments in education, training, and skill formation
generate positive externalities that enhance innovation, facilitate structural upgrading,
and improve governance outcomes. Human capital accumulation supports the transition

from resource- or labor-intensive activities toward knowledge-based and value-added
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sectors, which is essential for sustainable development in a globalized economy.

A key contribution of this chapter lies in its emphasis on the institutional context

in which human capital operates. The chapter stresses that education and skill formation

alone are insufficient if institutions fail to provide incentives for productive use of human

capital. Weak labor markets, corruption, limited mobility, and policy uncertainty can lead

to brain drain, skill mismatches, and underutilization of talent. Conversely, inclusive

institutions, transparent governance, and effective labor market policies amplify the

developmental returns to human capital investment.

This chapter also highlights the role of human capital in enhancing resilience and

adaptability, particularly in the face of technological change, globalization, and external

shocks. We learn that economies with higher-quality human capital are better positioned

to absorb innovations, diversify production structures, and adjust to disruptions such as

economic crises or environmental challenges. In this sense, human capital is both a driver

of transformation and a stabilizing force that mitigates vulnerability.

Finally, this chapter urges policymakers to move beyond narrow measures of

educational attainment and adopt holistic approaches that foster skills, creativity, and

adaptability across the course of a lifetime. Such strategies are essential for building

transformative economies capable of sustained growth, social cohesion, and long-term
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resilience. A topic that this chapter does not cover concerns how cultural codes and the
environmental dimension of sustainable development goals impact transformative
economies. This topic is taken up in chapter 5.

1.2.4. Cultural codes and environmental dimensions

This chapter examines how culturally embedded behavioral
patterns—conceptualized as the cultural genesis of behavior—shape the environmental
dimension of the Sustainable Development Goals (SDGs) in the context of transformative
economies. The authors argue that environmental sustainability cannot be adequately
understood or achieved through technological and institutional reforms alone; instead, it
requires close attention to culturally formed values, norms, and social practices that guide
collective behavior across societies.

The study here develops a comprehensive analytical framework that treats culture
not as a static set of national traits, but as a dynamic and measurable system of latent
factors influencing socio-ecological transformation. Drawing on data from 55 countries, the
authors integrate economic indicators (GDP per capita and Human Development Index
(HDI)), multidimensional cultural measures (Hofstede’s cultural dimensions, Schwartz’s
value theory, and multiple indicators of social and institutional trust), and environmental

and econological SDG indices. Methodologically, the chapter employs a multi-stage
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approach combining cluster analysis, Zhuravlev’s discrete modeling algorithm, PCA, and
regression analysis.

Cluster analysis reveals substantial heterogeneity across countries in both
environmental and econological (economic and ecological) SDG performance, with four
distinct clusters identified in each case. These clusters cut across conventional distinctions
between developed and developing economies, underscoring the importance of cultural and
behavioral factors alongside income and institutional capacity. Within clusters, variables
such as dominant religion, power distance, individualism, egalitarianism, and social trust
emerge as key differentiators of environmental outcomes.

The PCA identifies five latent components that together explain nearly 79 percent
of the total variance in the data. These components are interpreted as social trust and
economic development, institutional trust, traditional values and uncertainty avoidance,
hierarchy and power, and achievement motivation. Subsequent regression analysis
demonstrates that these factors have statistically significant and differentiated effects on
the aggregated econological SDG index. Social trust combined with higher levels of
economic development, as well as traditional values associated with stability and
uncertainty avoidance, exert positive influences on sustainability outcomes. In contrast,

stronger hierarchical orientations and higher reliance on institutional trust are found to
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constrain environmental performance, suggesting that excessive deference to authority
may dampen civic engagement and individual environmental responsibility.

This chapter contributes both conceptually and empirically by reframing cultural
genesis as a central driver of environmental transformation in transformative economies.
Its findings highlight the need for culturally sensitive and differentiated policy strategies,
emphasizing education, value formation, and social norms as essential complements to
institutional and technological change in achieving the environmental SDGs

With this discussion of the four chapters about the foundations of transformation
that comprise Part II of this book out of the way, we now turn to the three chapters on
spatial and territorial strategies for resilience that make up Part III of this book.

1.3. Spatial and Territorial Strategies for Resilience
1.3.1. Three aspects of the Indian economy

This chapter examines the role of the social and solidarity economy (SSE) in
addressing rising regional and social inequalities in India since the economic liberalization
of the early 1990s. The authors contend that an economic growth model that is driven
primarily by the profit motive has failed to meet social and environmental objectives, and
that a revival of solidarity-based economic institutions—rooted in Gandhian traditions of

grassroots development—is essential for inclusive and sustainable development. The SSE
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prioritizes people and the environment over profit through principles such as cooperation,
equity, democratic participation, and social well-being, and encompasses cooperatives,
self-help groups (SHGs), non-profit institutions, and other community-based enterprises.

Using a broad definition of SSE, this chapter analyzes the size, sectoral
composition, geographic distribution, and economic impacts of grassroots enterprises in
India. Drawing on data from the Sixth Economic Census (2013-14), government
budgetary statistics, and household surveys, the chapter points out that grassroots
enterprises constitute a very small share of total enterprises and employment in India.
SHGs and cooperatives together account for less than 1 percent of enterprises and
workers, while non-profit institutions represent about 1.7 percent. These enterprises are
typically small in scale but are largely perennial, indicating stability rather than seasonal
or casual engagement.

From a sectoral standpoint, SHGs are concentrated in financial services, livestock,
small manufacturing, and retail trade, reflecting their role in addressing credit constraints
faced by marginalized groups. Cooperatives show greater diversification, especially in
manufacturing, retail, education, and health, while non-profit institutions are primarily
engaged in education, health, and creative activities. Contrary to popular perception, only

a very small fraction of grassroots enterprises are involved in handloom and handicrafts,
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highlighting untapped potential for integrating artisans into the emerging creative
economy.

Geographically speaking, we learn that grassroots enterprises and social capital are
unevenly distributed across India. Southern and western states—such as Kerala, Andhra
Pradesh, Karnataka, and Gujarat—show a higher concentration of SHGs and
cooperatives, reflecting stronger traditions of social reform, institutional capacity, and
public investment. In contrast, central and eastern regions have fallen behind, reinforcing
existing regional disparities.

Interestingly, this chapter points out that states with higher inequality tend to
allocate a greater share of resources to social spending. In addition, increased funding for
SHGs under the so-called National Rural Livelihood Mission is shown to significantly
reduce wealth and per capita consumption inequality. The key takeaway from this chapter
is that strengthening solidarity economy institutions and expanding social sector
expenditures are crucial pathways for reducing inequality and fostering inclusive regional
development in India.

1.3.2. Economic development in Morocco
Can Morocco’s New Development Model (NDM) be used as a comprehensive

strategy for economic, social, and territorial transformation that is designed to address the
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structural slowdown and persistent inequalities that emerged after the early 2000s growth
phase? That is the question addressed in this chapter. We learn that the NDM was
adopted in 2021, following an extensive and participatory national consultation process.
This model represents a decisive break from previous development trajectories, aiming to
place Morocco on a path that is sustainable, inclusive, and competitive. Rather than a
purely technical framework, the NDM is presented as a new social contract that integrates
governance reform, economic diversification, human development, and territorial equity.

At the core of the NDM are four interrelated pillars: human capital development,
social inclusion and solidarity, economic competitiveness and innovation, and
environmental sustainability. The chapter points out that education, health, and skills
formation are central to unlocking Morocco’s demographic potential, while redistributive
policies and expanded social protection are essential for ensuring that growth is broadly
shared. Economic transformation is framed around diversification beyond traditional
sectors—such as agriculture, phosphates, and tourism—toward higher-value activities
including manufacturing, renewable energy, logistics, digital services, and knowledge-based
industries. Innovation, entrepreneurship, and digitalization are highlighted as key drivers
of productivity, competitiveness, and spatial inclusion.

A key attribute of this chapter is its territorial perspective. It argues that
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Morocco’s development challenges are deeply spatial, marked by sharp disparities between
coastal urban cores and inland, rural, and southern regions. To address this point, the
NDM embeds territorial development at its center, advocating advanced regionalization,
stronger local governance, and region-specific development strategies.

Methodologically, the chapter introduces a multidimensional diagnostic framework
based on an interregional input-output system covering 12 regions and 20 sectors. Using
17 structural indicators across economic, social, regional, and environmental dimensions,
the chapter develops a hierarchical decision-support tool that allows policymakers to
evaluate trade-offs among short-term growth, long-term competitiveness, inequality
reduction, territorial cohesion, and sustainability. In conclusion, this chapter contends
that Morocco’s diversity is a strategic asset rather than a constraint. As such, the NDM’s
success will depend on sustained political commitment, adaptive governance, and
evidence-based policymaking that can translate detailed diagnostics into coordinated
action.

1.3.3. The role of socio-professional dynamics

In what ways do changes in the socio-professional structure of urban populations

act as a key driver of urban transformability and resilience in post-socialist Romania?

This is the basic question addressed by the authors of this chapter. They link labor
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market restructuring to urban vulnerability and resilience, arguing that socio-professional
dynamics both reflect and shape the long-term developmental trajectories of cities. The
study undertaken advances a vulnerability—opportunity model of resilience, emphasizing
that vulnerabilities are not merely deficits but can, under certain conditions, be
transformed into opportunities for adaptive and transformative change.

Focusing on Romania’s post-1990 transition, the chapter highlights the dramatic
collapse of industrial employment, demographic decline, and uneven spatial development
following deindustrialization and European Union (EU) integration. These processes have
generated sharp contrasts between dynamic metropolitan growth poles and structurally
disadvantaged peripheral cities. Using Romania as a case study, the authors analyze 50
cities and their theoretical metropolitan areas, capturing two decades of functional
transformation in employment across agriculture, industry, and services.

Methodologically, the chapter employs multivariate statistical techniques, including
Agglomerative Hierarchical Clustering and Multivariate Discriminant Analysis (MDA).!
Five distinct typologies of metropolitan transformation are identified, ranging from
resilient industrial centers and balanced tertiary-oriented cities to highly vulnerable areas
with persistent agricultural dependence. These typologies reveal strong territorial

polarization, with the most transformative and resilient urban systems concentrated along

10" Multivariate discriminant analysis (MDA) is a well-established statistical technique for classification and
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a central-western development axis, while northeastern and southern regions remain more
exposed to structural vulnerabilities.

To assess what the authors call “resilience capacity,” they construct a
multidimensional indicator framework covering social-demographic, economic-governance,
and natural-built environment dimensions. The analysis shows that vulnerability is
strongly associated with high unemployment, social instability, low GDP per capita, weak
entrepreneurship, and limited employment in science, technology, and information and
communication technology (ITC) sectors. Conversely, opportunity is driven by economic
diversification, innovation-intensive employment, higher incomes, and strong labor market
performance.

The MDA confirms a strong relationship between socio-professional transformation
patterns and vulnerability-opportunity profiles, successfully classifying most cities into
their respective typologies. By integrating socio-professional dynamics with territorial
planning, the proposed framework put forth here offers transferable insights for cities
undergoing rapid economic transition, highlighting the central role of governance,
innovation, and strategic spatial planning in fostering transformative urban resilience.

This completes our discussion of the three chapters that comprise Part III of this

book. We now shift gears and proceed to Part IV of the book. This part provides

dimensionality reduction. See Johnson and Wichern (2018) for a textbook account of MDA.
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alternate perspectives on innovation, sustainability, and long-term structural change.
1.4. Pathways and Policies: Innovation, Trade, and Sustainable Development
1.4.1. Economic development in Moldova

This chapter investigates the intertwined dynamics of economic growth,
environmental sustainability, and innovation in the Republic of Moldova from 1999 to
2023, focusing on two non-linear theoretical frameworks: the Environmental Kuznets
Curve (EKC) and the Innovation Claudia Curve (ICC). Motivated by Moldova’s ongoing
institutional transformation, EU accession efforts, and vulnerabilities intensified by
Russia’s war against Ukraine, the study examines how urbanization, foreign direct
investment (FDI), patent activity, and carbon dioxide emissions interact with GDP
growth.

Using annual World Bank data and an Autoregressive Distributed Lag (ARDL)
methodology, the authors explore both short- and long-run relationships among these
variables. The ARDL bounds test confirms a stable long-run cointegration among GDP,
carbon dioxide emissions, FDI, patent applications, and urbanization. Short-run results
show that FDI has a positive and statistically significant impact on economic growth,
while patent activity contributes to GDP with a lag, underscoring innovation’s delayed

but meaningful role. The long-run effects, however, are weaker: FDI displays a borderline
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negative association with GDP, likely due to Moldova’s limited absorption capacity and

the concentration of investments in low-value-added sectors. Carbon dioxide emissions,

urbanization, and patent activity do not exert significant long-run effects within the

aggregate growth model.

The EKC analysis centers on the relationship between carbon dioxide emissions

and urbanization. The findings confirm an inverted-U pattern: emissions initially rise with

urbanization but begin to decline after an estimated turning point at approximately 43.4

percent urban population—remarkably close to Moldova’s observed urbanization rate in

2023. This suggests that future urban development, if managed sustainably, may help

reduce environmental pressures through improved infrastructure, cleaner technologies, and

efficiency gains.

The chapter concludes that Moldova’s sustainable development requires integrated,

forward-looking policies. Priorities include improving the quality rather than the quantity

of innovation, strengthening institutional capacity, promoting environmentally responsible

urban planning, and leveraging international cooperation to support green and

innovation-driven growth. This chapter emphasizes the need for broader datasets and

future research incorporating governance, digitalization, and additional environmental

metrics to deepen understanding of Moldova’s development trajectory.
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From this discussion of economic development in Moldova, we move next to an
analysis of the concept of spatial adaptivity.

1.4.2. Spatial adaptivity and transformative urban spaces

How do cultural heritage, community participation, and circular-economy
strategies jointly enhance the spatial adaptivity of transformative urban spaces? That is
the question addressed in this tenth chapter of our book. The chapter situates cities as
dynamic environments facing pressures from climate change, technological shifts, and
socio-economic restructuring. In this context, “transformative spaces” are defined as
geographical units capable of adapting to environmental and societal challenges through
innovation, governance, and community engagement.

The chapter emphasizes that urban transformation requires integrating cultural,
environmental, and economic dimensions. Cultural resources, both tangible heritage and
intangible social practices, play central roles by strengthening place identity, fostering
social cohesion, and supporting creative and regenerative economic activities.
Circular-economy principles, which promote resource efficiency, waste minimization, and
adaptive reuse, complement these cultural assets by embedding sustainability within
urban metabolic systems. Together, these dimensions create the foundations for resilient,

inclusive, and adaptive cities.
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To empirically evaluate how cultural and environmental projects perform across
these dimensions, the authors employ a decomposed, multi-scenario Data Envelopment
Analysis (DEA) u using data from the EU’s CLIC
(Cultural-Landscape-Infrastructure-Circularity) database covering 127 European cultural
and environmental projects. Eight DEA configurations are designed to test different
combinations of inputs—investment, heritage condition, governance, urban scale, and
community involvement—and outputs reflecting environmental, cultural-social,
economic-governance, and partnership outcomes.

The DEA results reveal three consistent, what we might call, “efficiency families.”
First, there is investment-driven efficiency, reflecting strong financial and governance
capacities. Second, we have heritage and conservation efficiency, emphasizing preservation
and environmental outcomes. Finally, there is community-sensitive efficiency, driven by
participation, inclusivity, and social innovation.

Subsequent correlation and clustering analyses identify five typological clusters,
ranging from top performers with balanced strengths across all domains to low-performing
units requiring foundational investment and governance reform. High-performing projects

exhibit balanced integration of investment, heritage preservation, and community

' Data Envelopment Analysis (DEA) is a non-parametric, linear programming-based method used to measure the
relative efficiency of Decision-Making Units (DMUs)—such as bank branches, hospitals, or schools—that use multiple,
similar inputs to produce multiple outputs. See Shero et al (2021) for a detailed discussion of DEA.
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engagement, demonstrating the importance of multidimensional approaches rather than
specialization in a single area.

The analysis here concludes by pointing out that circular-economy strategies,
cultural resources, and participatory governance are interdependent pillars of adaptive
urban transformation. By employing a rigorously structured, multi-scenario DEA
methodology, the analysis provides a replicable framework for policymakers and planners.
It offers insights into benchmarking, capacity building, and targeted interventions
necessary to promote sustainable, culturally vibrant, and resilient urban futures.

1.4.3. Innovation governance and R&D policy in Armenia

From a DEA analysis of cultural and environmental projects in the EU, we move
to another study that emphasizes innovation governance and R&D policy in Armenia.
Specifically, this chapter examines why Armenia—despite having many of the formal
components of an innovation ecosystem—continues to underperform in research,
development, and innovation, and how governance reform can shift the country from
fragmented activity to mission-oriented, innovation-led development. The authors of this
chapter argue that for small and emerging economies, the decisive factor for innovation
success is not simply the level of R&D expenditure but the quality of innovation

governance, i.e., the ability to set priorities, coordinate institutions, mobilize stakeholders,
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and translate research into economic and social value.

The study here combines a comparative analysis of innovation governance models
in the United States (US), the EU, and Estonia with detailed commentary on Armenia’s
current system. Fach international case illustrates a distinct governance logic. The US
model leverages decentralized, mission-driven federal agencies and strong private-sector
involvement; the EU emphasizes supranational coordination and mission-oriented
programs like Horizon Europe; and Estonia demonstrates how small states can overcome
scale constraints through digital governance, institutional agility, and strategic focus.

Using these models as functional benchmarks rather than templates, the chapter
assesses Armenia’s innovation landscape. Despite active ICT sectors, a strong diaspora,
emerging technology centers, and institutions such as the Enterprise Incubator
Foundation and Engineering City, Armenia’s innovation activity remains fragmented,
small-scale, and poorly connected to national development goals. Key structural
weaknesses include persistently low R&D investment (around 0.23 percent of GDP),
minimal business-enterprise R&D, weak commercialization and technology transfer,
insufficient venture capital, and the continuing emigration of science, technology,
engineering, and mathematics (STEM) talent. Governance fragmentation—across multiple

ministries with overlapping mandates and no central coordinating authority—prevents the
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alignment of strategy, funding, and evaluation. Policy documents are ambitious but lack
operational roadmaps, dedicated budgets, sequencing, and measurable milestones.

We learn that these failures are systemic and self-reinforcing, creating a
“low-performance equilibrium.” Rectifying them requires not incremental programmatic
fixes but a redesign of the governance architecture. The chapter proposes a
mission-oriented model centered on five principles: strategic coherence, empowered
coordination, mission-focused prioritization, strengthened analytical and policy-learning
capacity, and structured public—private-diaspora co-creation. Ultimately, the chapter
concludes that Armenia’s primary innovation challenge is a governance deficit, not a lack
of ideas or institutions.

1.4.4. Transformative economics in Armenia

What lessons do we learn by examining Armenia’s ongoing economic
transformation, paying particular attention to how technological change and shifts in
external demand have reshaped the country’s production structure between 2017 and
20237 This question is addressed in chapter 12 of this book. Motivated by Armenia’s rapid
digitalization—driven by growing information technology (IT) outsourcing, financial
technology (fintech) development, and expanding startup ecosystems—the authors

analyze seven years of input-output (IO) tables using the novel Generalized Q Analysis
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method. This approach combines entropic measures of technical coefficients with PCA to
detect systemic structural changes across economic sectors.

The analysis here first situates Armenia within the broader literature on
transformative economics, emphasizing the interplay between technological innovation,
institutional shifts, environmental concerns, human capital, and global competitiveness. It
highlights Armenia’s unique challenges: an underutilized diaspora, an incomplete mining
value chain, slow adoption of green education, and gaps in digital infrastructure and
policy implementation. Despite these constraints, significant progress has been made in IT
services, agricultural modernization, and financial services.

Using the Generalized Q Analysis, the authors of this chapter find that three
principal components capture 95 percent of the technological variation in Armenia’s
production system. Component 1, the dominant factor, reflects industrial and financial
activities and signals a growing openness to external markets, evidenced by its strong
negative association with imports and positive association with exports. Component 2
represents financial and commercial networks, including utilities and infrastructure
services. Finally, component 3 captures the agricultural and agribusiness profile, which
has seen notable post-pandemic changes.

Regression analysis reveals that exports were the strongest driver of Armenia’s
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industrial transformation, while household consumption mainly influenced agricultural
modernization. Interestingly, the networks-oriented Component 2 was not driven by any
final-demand category, yet this component exerted the largest positive effect on primary
income, highlighting the strategic importance of financial and commercial infrastructure in
supporting growth.

Overall, the analysis in this chapter concludes that Armenia’s transformation is
real but uneven, driven more by export competitiveness than by internal consumption or
policy-led innovation. The Generalized QQ Analysis proves effective in uncovering these
dynamics, showing how sectoral complementarities, external demand, and structural
changes jointly shape economic evolution. Specifically, we learn that future progress will
require better integration of industrial development with digital networks, deeper value
chains in mining and manufacturing, and improved data to fully capture the
multidimensional nature of economic transformation.

From this discussion of the four chapters about innovation, sustainability, and
long-term structural change that comprises Part IV of this book, we move to the final
Part V of the book. The two chapters in this part comment on the topic of fragility and
the risks stemming from failed transformations.

1.5. Cautionary Tales: Fragility and the Risks of Failed Transformations

35



1.5.1. Armenia’s foreign trade

Chapter 13 examines the comparative advantages and integration potential of
Armenia’s foreign trade within the broader context of globalization, regionalization, and
shifting geopolitical dynamics. The authors contend that for small, open economies such
as Armenia, foreign trade is a primary driver of economic growth and a key mechanism
for strengthening international cooperation. However, Armenia’s ability to benefit from
global markets is constrained by structural challenges, limited diversification, and heavy
dependence on a narrow group of partner countries—particularly the Russian Federation.

The analysis here emphasizes that Armenia participates in only one regional
economic union (the Eurasian Economic Union, EAEU), while the global average is six
memberships per country. This low level of regional integration limits Armenia’s strategic
positioning and restricts alternative economic partnerships. At the same time, global
trends toward “regionalization” and “friend-shoring”—where countries prioritize trade
with partners sharing cultural, political, or economic affinities—create additional pressures
on Armenia, given its geopolitical environment.

Using extensive macroeconomic data from Armenia’s Statistical Committee and
the Central Bank, the authors analyze foreign trade patterns from 2010 to 2023. Results

show that both exports and imports are highly concentrated among five countries, with
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Russia consistently dominating trade flows. This dependence intensified further after the
Russia—Ukraine conflict, which triggered a sharp rise in Armenian exports and re-exports
to Russia in 2022-2023. Despite the growth in trade volumes, Armenia’s trade balance
remained negative across all years except 2022, with deficits partially offset by
remittances from Armenian labor migrants working abroad.

The chapter employs the coefficient of comparative advantages (CCA)—defined as
(exports — imports)/(exports + imports)—to evaluate Armenia’s trade specialization.
Results show that Armenia has positive CCAs with only eight countries, while trade with
most partners, including the EU and Russia, yields negative values. The overall CCA for
Armenia improved modestly over time, from -0.578 in 2010 to -0.188 in 2023, but this
number is emblematic of a structural trade imbalance.

The analysis conducted here leads to the conclusion that Armenia’s long-term
economic stability depends on a deeper integration into global and regional markets,
development of new export-oriented industries, strengthening of institutions, and targeted
policies supporting innovation, human capital, and SME growth. In this regard, strategic
diversification is presented as an economic necessity rather than an option.

The final chapter 14 in this book concentrates on a case of transformation failure

involving banks in Hungary.
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1.5.2. Transformation failure in Hungary

This chapter examines the historical evolution, structural transformation, and
ultimate dismantling of Hungary’s cooperative banking sector, situating the case within
broader debates on regional finance, embeddedness, and transformative economies.
Cooperative banks—traditionally instruments of financial inclusion—have long balanced
financial prudence with social justice, local empowerment, and democratic governance.
Drawing on these principles, scholars have argued that cooperative banking can underpin
“transformative economies” that prioritize equitable development, community resilience,
and sustainability.

Hungary once possessed a dense, locally embedded cooperative banking network
dating back to the late nineteenth century. These institutions supported rural economies
by recycling local savings into community lending and leveraging social ties to overcome
information asymmetries. After socialist-era restrictions were lifted in the late 1980s,
cooperatives expanded geographically, contributing to a heterogeneous landscape:
embedded rural cooperatives, passive liquidity-holders in poorer regions, commercially
oriented urban cooperatives, and risk-averse urban institutions.

Yet cooperative banks also faced structural weaknesses. In the post-transition

environment, foreign-owned commercial banks dominated urban markets, while regulatory
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neglect and weak governance eroded member participation. Internal demutualization,

where managers gained disproportionate control, reduced the democratic character of

cooperatives and, in some cases, enabled mismanagement and fraud. Meanwhile,

cooperatives in economically depressed areas struggled to lend locally, reinvesting deposits

in interbank markets and contributing to the “capital drainage” from peripheries to

Budapest.

The chapter draws on a unique dataset of 137 institutions to test three hypotheses

on embeddedness, ownership structure, and capital flows. The findings confirm that

cooperatives with strong local roots lend more actively, while those in monopolistic or

peripheral regions have low loan-to-deposit ratios. Demutualized banks perform better

using the metric of loan quality but they sacrifice cooperative principles. Passive

cooperatives in weaker regions invest heavily in government and interbank assets,

reinforcing spatial inequality. Market structure, socioeconomic context, and institutional

strategy jointly shape lending behavior.

Ultimately, the chapter argues that the Hungarian experience offers a cautionary

tale. Without protective regulation, strong member participation and democratic control,

cooperative banks—despite their historic resilience—can be hollowed out and repurposed

for illiberal political projects, undermining their potential to contribute to inclusive and
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transformative local development.
1.6. Conclusions

In bringing together the diverse themes explored throughout this introductory
chapter, it becomes clear that transformative economies are neither a fixed blueprint nor a
single theoretical paradigm. Instead, they represent an evolving framework for
understanding how societies adapt, innovate, and respond to profound internal and
external pressures. The chapters that follow this introductory chapter expand this vision
by illustrating how transformation is shaped by deeply rooted values, institutional
capacities, territorial dynamics, and policy choices—each operating at different scales but
converging on the shared goal of resilient and inclusive development.

Part II reminds us that transformation begins with people—their aspirations,
cultural backgrounds, and institutional environments. The examination of subjective
well-being in Armenia, the role of human capital in fragile contexts, and the influence of
cultural codes on sustainability collectively underscore the point that economic change is
inseparable from social and normative change.

Part III then shifts attention to space and place, revealing how territorial
strategies, urban dynamics, and regional models can either amplify or constrain

transformative potential. These chapters highlight the idea that resilience grows not only
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from policies but also from the spatial organization of economic and social life.

Part IV centers on the engines of transformation: innovation, trade, and strategic
governance. Whether through environmental transition, circular economy models, or
technological capacity-building, these chapters show how nations craft pathways that
balance growth with sustainability. Armenia’s case studies illustrate how targeted policy
design can reshape the trajectory of an economy navigating global and domestic
constraints.

Finally, Part V provides a necessary caution. Transformations that overlook
institutional fragility, misaligned incentives, or systemic risks may falter, as illustrated by
failures in cooperative banking and vulnerabilities in foreign trade structures.

The individual contributions in this volume also point to a broader and
forward-looking insight: economic transformation should not be understood as a discrete
transition from one equilibrium to another, but as a continuous process of adjustment,
experimentation, and institutional learning. Transformative economies evolve through
cycles of innovation, crisis, and reconfiguration, in which policies are revised, institutions
are recalibrated, and social priorities are renegotiated. As such, transformation is
inherently uncertain and often contested, requiring governance systems that can manage

complexity rather than merely optimizing short-term outcomes.
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Looking ahead, the challenges facing economies are likely to intensify rather than
diminish. Climate risks, demographic pressures, technological acceleration, and
geopolitical realignments will continue to reshape production systems, labor markets, and
patterns of international integration. In this environment, the capacity to align human
capital development, territorial strategies, and innovation governance within a coherent
and adaptive framework will be a decisive factor in determining economic resilience and
social stability. The analyses in this book suggest that without such alignment, even
well-intentioned reforms may fail to deliver durable or inclusive results.

By highlighting both successful pathways and cautionary experiences, this volume
contributes to a deeper understanding of the conditions under which transformation can
be sustained over time. It invites scholars and policymakers alike to shift their focus from
one-off reforms and static benchmarks toward dynamic processes of coordination, learning,
and institutional evolution. In doing so, 7ransformative Economies positions economic
transformation not as a destination to be reached, but as an ongoing endeavor to reconcile
economic performance with social legitimacy, spatial balance, and environmental
sustainability in an increasingly uncertain world.

Together, this book’s individual contributions present a holistic portrait of

transformative economies—complex, context-dependent, and contingent on the alignment
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of human, institutional, territorial, and policy dimensions. This introductory chapter sets
the stage for understanding these interactions and we invite readers to engage critically

with the possibilities and perils of economic transformation.
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