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CHARACTERISTICS OF INNOVATION AND INVESTMENT ASPECTS OF
THE STATE REGULATION IN UKRAINE AND IN THE WORLD

Viacheslav Melnyk, Oksana Penkova

Abstract. The quality of the production machinery of Ukraine depends directly on the state and
functioning of light industry. That is why the necessity of determining the prospects of light industry
development in the conditions of the instability of the environment becomes urgent. The purpose of the
article is to study the state of light industry in Ukraine and to determine the prospects to develop this
type of economic activity in an unstable environment. The condition and peculiarities of light industry
development in Ukraine under conditions of unstable external environment are considered. The factors
that negatively influence light industry development are determined. Approaches to the prospects of
light industry development on the way of Ukraine’s integration into the EU are outlined. Light industry
IS a very promising industry. The main perspectives, in case of which the light industry of Ukraine would
return the lost power, could be attributed to: improvement of the tax system; the organization of control
over the use of working capital, the introduction of preferential lending to enterprises for the purchase
of raw materials, which is not enough in Ukraine, the modernization of general production, the develop-
ment of a new kind of goods; stimulating the development of its own raw material base of light industry;
introduction of scientific and technological progress in light industry of Ukraine; improvement of the
tariff-and-tariff regulation of the system of protection of the domestic commodity producer; expansion
of the assortment of goods for different segments of the population; creation of conditions for the devel-
opment of civilized channels of retail sales of goods; promotion of joint ventures, mergers of enterprises
in the technological chain; stimulating the development of small enterprises for the production of cloth-
ing, footwear, and other consumer goods; improvement of working conditions and protection of the
rights of employees of light industry enterprises.

Keywords: state, innovations, development, policy, experience, economic, technologies,
competiveness, strategy.
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XAPAKTEPUCTHKA IHHOBALIIHO-THBECTULIII{HUX ACIIEKTIB
JTEPKABHOT'O PET'YJIIOBAHHSI B YKPAIHI TA CBITI

Meabnuk B. B., IlenbxoBa O. I'.

Anomayia. CydacHa Jorika iHHOBAI[ifHOrO PO3BUTKY 3MIHIOETHCS Bij MO3UIIIM HEBTpY4aHHS
JEp’KaBU 10 aKTUBHOTO JEPKABHOTO CTUMYJIIOBAHHS 1IHHOBAI[IITHOT AISUTBHOCTI HA YMOBaXxX JepKaBHO-
NPUBATHOTO TAapTHEpPCTBa. Jlep>KaBHOMY PETYNIOBAaHHIO MPUTAMAaHHUKA TOCTIMHUNA  TONIYK
ONTUMAJBFHOTO CITIBBIIHOIIEHHS PUHKOBOI Ta JepxaBHOi ckianoBux. [loemHanHs minedl perioHarbHOT
MOJIITUKY 3 1HIIMMH TIPIOPUTETAMH B €AWHY JEpXKAaBHY CTPATETiI0 — MeTa KOXKHOI JE€MOKpPaTUYIHOI
nepkaBu. CTBOpEeHHS MeXaHi3My B3aeMojii Ta TapTHEpPCTBa Biaau, Oi3HECY U TpOMaJChKOCTI —
CBITOBUH JIOCBiJl, BTUIEHUH B JKUTTSA IHCTUTyTaMu €Bporelickkoro Coro3y, 1HTErpaiiro A0 SKOTO
MPOTOJIONIEHO  TMPIOPUTETHUM  3aBJIaHHSAM  yKpaiHCbKoi  JepkaBHOT momithku. [locTymoBa
TpaHcdopmarlis moJsrae Ha MoeTamHUX 3MiHAaX 1 IIAaBHOO aJanTallieto 10 1ux 3MiH. HaToMicTs panToBa
TpaHcopMallist 6a3yeThCsl Ha IBUAKIHM 3MiHI CTapoi BIa I 1 IPaBOMOPSIKIB, Oy/10BI HOBOT CUCTEMH 1 ii
1HTerpaLii B Aep>kaBHI MPOLIECH.

Knrouoei cnosa: nepxapa, iHHOBaIlli, PO3BUTOK, MOJNITHKA, JOCBiJ, TEXHOJ]OTii, €KOHOMIKa,
KOHKYPEHIlisl, CTpaTeris.
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Problem statement. Ensuring sus-
tainable development on the innovative ba-
sis of the domestic economy is impossible
without developing an effective innovation
and investment system. According to many
researchers, the state should become the
key player in the transformational pro-
cesses, including the formation of the insti-
tutional conditions for innovation and in-
vestment activity, at the transitional stage
of the economic development. In addition,
the necessity of state intervention in the
economy was also substantiated by D.
Keynes in the 1930’s, since it is proved that
the market mechanism of self-regulation is
not able to overcome particular problems of
the economic development, such as cycli-
cality, unemployment, etc.

J. M. Keynes and the post-Keynesian
representatives believe that monitoring the
situation of market parameters is one of the
functions of the state (government). Any
non-equilibrium action must be registered
and based on built-in stabilizers aimed at a
trajectory of balanced equilibrium growth.
So, the government affects one or another
segment of the market [20, p. 24].

The above thesis is confirmed by
V. Polokhalo, Chairman of the Supreme
Council of Ukraine, Committee on Science
and Education. He noted that for Ukraine
the problem of the formation of the innova-
tion system is not that someone does not
understand or deny innovation usefulness,
but that the direct transfer of neoclassical
models that have been developed in the
highly developed countries of the world
and are adequate only to the conditions in
transition economy countries (for example,
Ukraine) does not achieve the expected re-
sults. Modern logic of the innovation devel-
opment is changing from the point of view
of non-interference of the state to active
public stimulation of innovation activity
under the conditions of public-private

partnership. State regulation is fundamen-
tally needed for the development of even
the most liberal model of the economy.
Roosevelt, Erhart and Thatcher brought
their countries out of a crisis with a strong
state power and today this is also the case
In many countries [16].

Actual scientific research and issue
analysis. The need for a clear state policy
in the field of innovation and investment is
emphasized by foreign and domestic scien-
tists. The issues of scientific and methodo-
logical foundations of state regulation of
investment and innovation activity are in-
vestigated in the works of V. Heits,
M. Danko, L. Zhalilo, A. Kinakh, V. Mar-
tynenko, A. Muzychenko, M. Krupka,
B. Santo, A. Utkin and others.

Research goals. It is extremely im-
portant to investigate the mechanisms of
state regulation of innovation and invest-
ment activity and the conditions for the for-
mation and implementation of the state’s
innovation and investment policy.

Statement of basic materials. State
regulation entities are central, regional,
municipal or communal management bod-
ies. There are the following types of state
regulation:

- it is full state monopoly in the man-
agement of the economy. It was character-
istic for the USSR and the countries of the
socialist community but it is still preserved
In some post-communist states;

- they are various options for a combi-
nation of market and government regula-
tors. They are implemented in the “Japa-
nese”, “Swedish” models, in the model of
socially oriented market economy of Ger-
many, Austria and in the “Chinese” version
of development;

- it is extreme liberalism which recog-
nizes only the conditions of unlimited pri-
vate enterprise. It is mainly peculiar to the
USA [4, p. 77].
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State regulation is characterized by a
constant search for an optimal ratio of mar-

ket and state components [9, 12]. That is, a

flow chart of the state regulation of the in-
vestment process is proposed (Fig. 1) [18].

Regulatory framework

//\

System of tools of regulating

State priorities of investment policy

Formation of an effective structure of the
economy

Ensuring economic growth of employment
Filling the budget

Providing financial resources for
innovation

Regulatory and legal support

investment activity

A

Budget and tax policy

Monetary policy

Monetary policy

Stock market regulation

Innovation policy

Policy of encouraging foreign investment

Fig. 1. Flow chart of the state regulation of the investment process

Source: [18].

Perhaps in Ukraine, the scope of state
regulation may be much wider than in tra-
ditionally market countries. However, this
does not mean that you can reject foreign
experience. On the contrary, it needs to be
comprehensively studied and, at the same
time, certain conclusions should be made.
The combination of regional policy objec-
tives with other priorities in a single state
strategy is the goal of every democratic
state. Developing a mechanism for interac-
tion and partnership between government,
business and public is the world experi-
ence, implemented by the institutes of the
European Union. Its integration has been
declared a priority task of the Ukrainian
state policy [5, p.103].

Ukraine, as well as a number of other
countries in Europe and Asia, is at the be-
ginning of reforming economic structures.
The functioning of the state regulation
mechanism is a prerequisite for Ukraine for
a successful reforming of the market econ-
omy system. Perhaps in Ukraine, the scope
of state regulation may be much wider than
in traditionally market countries. However,

this does not mean that you can reject for-
eign experience. On the contrary, it needs
to be comprehensively studied and, at the
same time, certain conclusions should be
made. Our country does not have enough
own experience in the formation and use of
a market system. So, it is expedient to study
and use the practice of state regulation of
developed countries. Studying the experi-
ence will avoid repeating many mistakes in
the development of the economy [22,
p. 56].

In accordance with international com-
mitments and the strategic goal of further
European integration, Ukraine will con-
tinue transformation on the basis of
strengthening democracy, rule of law, re-
spect for human rights, the principle of the
separation of powers and independence of
the judiciary and democratic elections in
accordance with the norms and standards of
the OSCE and the Council of Europe. A
man, his life and health, honor and dignity,
inviolability and security are recognized in
Ukraine as the highest social value [8].
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A characteristic feature of the Euro-
pean Union policy in the 1990°s and the be-
ginning of the XXI century is to increase
attention to the improvement of national in-
novation systems and to increase the role of
human and intellectual capital as main
sources of the economic and social devel-
opment [10].

This orientation is based on a number
of conceptual documents of the EU which
have been developed in recent years and are
of great practical importance. Among
them, the most significant documents are
the report of the EU Commission “Towards
the European Research Area”, the materials
of the sessions of the European Union in
Lisbon and Barcelona and the Sixth Frame-
work Program for Research in the EU.
They served as the start of active actions to
deepen the integration of the innovation cy-
cle in the region, especially its initial stage
(the education and training system) and, ul-
timately, the formation of the innovation
system across the European region [1].

State regulation is necessary for the
successful transformation of the results of
scientific and technological activities into
an innovative product as a market economy
is not always able to do it in view of the
high cost and the long payback period of
innovative projects. The state regulation of
IP commercialization refers to a set of ac-
tions and measures implemented by the
state through relevant authorities, regula-
tions and state target programs in order to
identify main economic processes for ob-
taining revenues from private and state-
owned intellectual property objects. Conse-
quently, such regulation actually provides
for the promotion of the creation of rights
to intangible assets that will be in the inter-
ests of all interested groups of economic
entities. Such actions and measures form a

state-stimulating regulatory policy for IP
organizational and economic relations [14].

Another trend of the last decade is that
private sector spending on R & D both in
the European region and in other developed
regions of the world is largely “fed up”
with the venture capital market which tends
to expand [15].

Support for small and medium-sized
enterprises is particularly important as the
experience of the United States, Canada
and Europe shows that about 80% of new
jobs are created due to the growth of exist-
ing businesses in the city. Moreover, the re-
cent experience of Central Europe proves
that cities that are too relying on one large
employer or one industry are exposed to the
economic risk. A balanced and healthy
economy should include a number of dif-
ferent small (up to 50 employees) and me-
dium (up to 250 employees) enterprises, in-
cluding trade, commercial and service
enterprises, to meet the needs of citizens
and diversify the economy [7].

Gradual transformation consists of
phased changes and smooth adaptation to
these changes. Instead, the sudden transfor-
mation is based on the rapid change of the
old power, law and order, the structure of
the new system and its integration into state
processes.

T. Mikhalsky has identified reforms
that apply to all sectors of the economy.
This is primarily a reform in the large-scale
sector where industry and agriculture need
to be restructured and ruined by the ruling
elite; changes in the financial sector,
namely, creation of a modern banking sec-
tor and introduction of new rules of coop-
eration with other countries; changes in ad-
ministrative and legal systems, for
example, creation of a new tax system [13].
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So, an analysis of the dynamics of
post-communist transformations in Uk-
raine and Poland shows that states can de-
velop for a long time in practically opposite
directions, even similar in the cultural and
historical aspect. In the context of the
neighborhood with Russia, it can be stated
that the geopolitical situation has a signifi-
cant impact on domestic affairs. In particu-
lar, the Ukrainian realities indicate that the
Russian direct influence may worsen the
situation in the country and the proximity
of Poland to the EU developed countries
will be able to stimulate social and eco-
nomic development. Today, the experience
of other countries in reforming social rela-
tions, economy and conducting administra-
tive reform is especially valuable to
Ukraine [11].

The Ukrainian-Polish relations of a
new format began on October 1, 1991, with
the signing of an agreement between the
Governments of Ukraine and the Republic
of Poland on trade and economic

cooperation [21]. On December 18, the
same Yyear, on the initiative of the Polish
government in Zamost city, there was a re-
gional meeting of representatives of the
border regions of Ukraine and the prov-
inces of Poland [6, p. 335-337].

Poland chose the path of a sudden
transformation which led to the transition
from a planned economy to a market one
and changed the whole political system and
socio-economic structure. The sequence of
changes in the sudden transformation by
L. Baltserovich is as follows: macroeco-
nomic stabilization, microeconomic liber-
alization (which consists in the elimination
of restrictions imposed by the authorities
on entrepreneurial activity, elimination of
price control and restrictions on foreign
trade), as well as radical reconstruction
which task is privatization of state-owned
enterprises, regionalization of state admin-
istrations, the reform of the tax system and
creation of new institutions such as the
stock exchange [3].

Table 1
Types of incentives to stimulate investment activity in Poland
. . . Responsible
Type of incentives Maximum support authority

Incentives in the field of taxation

Income tax for legal (physical)
persons for activities in a special

economic zone workers

—50% of investment costs
— 50% of biennial expenditures for newly recruited | of a

— 40% in six voivodships
— 30% for Warsaw and Mazowieckie VVoivodeship

— Administration
special
economic zone

Real estate tax — Ability to reduce the tax rate or exemption from | — Council of a
payment gmina (town,
Transport tax — Ability to reduce the tax rate until the full village)
exemption from payment
Financial support for investment from the state budget
Investment grants — Up to 50% of the maximum level of state aid —  Ministry  of
Employment grants — Up to 4000 euros for one created job but no more | Economy, Labor

than 50% of biennial payouts for new employees

and Social Policy

Retraining grants

— Up to 1150 euros per employee

Grants for infrastructure
development of a city or a village
in connection with the investment

— Up to 50% of investment costs

Source: [7].
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Table 1 shows the types of incentives
that are used in Poland to stimulate invest-
ment activity with Ukraine and other coun-
tries [17]. The World Bank data on Po-
land’s foreign direct investments shows
that the types of incentives are effective. In
2009, direct foreign investments of Poland
amounted to about $14388 million, in 2010
it was $1707 million and in 2011 — $17357
million [19].

Conclusions and directions for fu-
ture research. However, there is no doubt
that the main factor in the success of post-
totalitarian transformation is the level of

development of civil society. An example
of Poland proves that the key role in this
process lies with the positive will of the
people themselves who are able to unite
and ultimately achieve significant eco-
nomic success, for the sake of develop-
ment. Such an association involves estab-
lishing constructive cooperation between
the public sector and the public. Otherwise,
there is no reason to hope to overcome neg-
ative trends in the development and im-
provement of the social and economic situ-
ation in Ukraine.
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