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Purpose: The aim of the study is to analyze investment activities in
Ukraine to determine effective mechanisms and incentives for
financing innovative activities.

Design / Method / Research approach. In the national economy of
Ukraine, effective models of financing innovative activities,
favorable for enterprises that introduce innovations, have not
been created. Carrying out innovative activity, which is highly
risky and does not always enable to plan profit amount,
requires the use of financing flexible forms. Currently, there is
no solution to individual issues of strengthening the positive
impact of state financial policy on the innovation development
in industry, funding sources optimization for innovation. In this
regard, it is necessary to clarify the scientific provisions on the
substantiation of mechanisms for stimulating the innovative
activities financing as an important element of the national
economy development state regulation.

Research results. The trends of innovative activity in terms of its
financing sources have been analyzed. The problems of
organizing the industrial enterprise financing have been
highlighted. Prospective ways of solving the problem of
financing innovative activities volume increasing and structure
improving have been presented. It is necessary to transform
the depreciation, budgetary and taxation, credit, technical and
technological, foreign trade policy.

Theoretical value of research. It is proposed to modernize the
methodological foundations for the targeted comprehensive

Meta poboTtu: aHanis iHBeCTULiHOI AifanbHOCTI B YKpaiHi ana
BM3HAYEHHA AJiEBUX MEXaHi3MiB Ta CTUMY/iB ¢iHAHCYBaHHA
iHHOBaU,iHOT AiANbHOCTI.

[uzaitv/MeTog: Y HauioHanbHOMY rocnogapcrsi YKpaiHu He CTBOpPeHO
edeKTUBHNX mogaenen diHaHCcyBaHHA iHHOBaL,iHOT
OiANBHOCTI, WO € CNPUATAMBMMM BIAHOCHO NiANPUEMCTB, AKI
BNPOBaXylOTb  iHHOBaUil. [poBaAXeHHA iHHOBALiNHOI
AIANbHOCTI, AKa € BUCOKO PU3MKOBAHOIO i He 3aBX/AMN A03BONAE
YiTKO cnnaHyBaTM obcar npubyTky, noTpebye 3acTtocyBaHHA
rHy4KMx Gopm diHaHcyBaHHA. HUHI HE MatOTb pilleHHA OKpeMmi
MUTAHHA MNOCW/IEHHA MO3MTUBHOrO BNAMBY  AEep*KaBHOI
¢$iHaHCOBOT MONITUKM Ha PO3BUTOK iIHHOBALLIMHOT AiANbHOCTI Y
NPOMUCNOBOCTI, onTumizauii  axkepen diHaHcyBaHHA
iHHOBaULl. Y 3B’A3KY 3 UMM, HeobXigHE YTOUHEHHA HAYKOBUX
NONOMXEHb WOAO0 OBrPYHTYBAaHHA MeXaHi3MiB CTUMY/IOBAHHA
¢diHaHCyBaHHA  iHHOBALMHOI  AiANbHOCTI  AK  Ba)K/MBOrO
enemeHTy Aep>aBHOro perynoBaHHA PO3BUTKY
HaLioHaIbHOro rocnoaapcTea.

Pe3ynbTaTh AocnigKeHHaA: MpoaHanizoBaHO TeHAEeHLUi iHHOBaUiHOT
OiANbHOCTI y po3pi3i aKepen ii ¢iHaHcyBaHHA. BugineHo
npob6aemu opraHisau,ii piHaHCyBaHHA iIHHOBALIMHOI AifAAbHOCTI
NPOMMUCNOBUX MiANPUEMCTB. [MOAaHO MepCcneKTUBHI WAAXK
BUpiWeHHA Npobnemu 36inblueHHA obcAry Ta yAOCKOHaNEHHA
CTPYKTYypU diHaHCYyBaHHA iHHOBaUiMHOI AianbHOCTI. HeobxigHa
TpaHchopmalis  amopTu3aLiiHoi, BloaXeTHO-NoAATKOBOI,
KPeAUTHOI, TEXHIKO-TEXHOOTYHOI, 30BHiLHbOTOProBE/bHOI
NONITUKN.

TeopeTyHa LHHICTb AOCAIAXKEHHA: 3anponoHoBaHO NpPOBECTU
MOZEPHI3aLil0  METOAUYHUX OCHOB PO3POBKM  LiNbOBUX
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programs development, implemented in the innovation KOMM/IEKCHUX MPOrpam, Lo 3Z4iNCHIOITbCA B iHHOBALiHIN
sphere, which should consider the possibilities of using the coepi, AKi NOBUHHI BPaxoBYBAaTU MOM/IMBOCTI 3aCTOCYBAHHSA
appropriate instruments inherent in different areas of public BiANOBIAHMX IHCTPYMEHTIB, WO NPUTaMaHHI PisBHUM HanpAMam
financial policy, primarily budgetary and taxation. AeprKaBHOT GpiHAHCOBOI NONITUKM, Yy NepLuy Yepry 61oAKEeTHUM

Ta NOAAaTKOBUM.
Practical value of research. In order to stimulate innovative activities  lMpakTMYHa LiHHICTb AOCNIAXKEHHA. 3  MeTol  CTUMY/OBaHHSA

financing, it is necessary to introduce public-private diHaHcyBaHHA iHHOBaLiHOT AifnbHOCTI HeobxigHo
partnership instruments. Various instruments can be used to BMNPOBAAXKEHHSA iHCTpPYyMmeHTIB LepKaBHO-NPUBATHOTO
solve the problem: direct government funding, government naptHepctBa.  TyT  MOMK/IMBE  3aCTOCYBaHHA  Pi3HMX
guarantees provision, joint (with a private partner) iHCTpYMEeHTIB: npaAmMe JAeprkaBHe ¢iHAHCYBAHHA, HaZaHHA
entrepreneurship (with or without a creation) on the basis of [OEp’KaBHUX rapaHTiid, cninbHe (3 NpWBaTHMUM MapTHEPOM)
an open transparent tender. Further stimulation of nigNPUEMHMLTBO (i3 CTBOPEHHAM OpUAMYHOI ocobu abo 6es
conscientious venture business is advisable. CTBOPEHHS) Ha OCHOBI BIAKPUTOrO MPO30POro KOHKYpPCYy.
[ouinbHo noganblue CTUMYNOBAHHA CYMAIHHOTO BEHYYPHOTO

6i3Hecy.
Originality / Value of research. The research is an original result of OpurinanbHicTe / LUiHHicTb  pgocnigskeHHA.  [OCHifKeHHA €
scientific work carried out by the author's team. OpUriHaNbHUM  pe3ynbTaTOM  NpoBeAeHOT  aBTOPCbKUM

KONEKTMBOM HayKOBOT poboTu.
Research Limitations / Future Research. It is advisable to stimulate a  O6mesxeHHs gocnigykeHHs / MaiibyTHi gocnigyeHHs. ouinbHe nogasblue

conscientious venture business, which inherently tends to the CTUMY/OBAHHA CYMNIHHOTO BEHYYPHOTO Bi3Hecy, AKWUiA 3a
implementation of innovative activities. The tools for the CBOEIO MPUPOAOIO TAXKIE A0 3A4INCHEHHA iHHOBALINHOT
administration of intellectual property recognized by the aisnbHocTi. Cnig 3anpoBajyKyBaTH BU3HaHI CBITOBOIO
world practice should be introduced. NPaKTUKOI iIHCTPYMEHTM agMiHICTPYBaHHA iHTeNeKTyanbHOI
B/IACHOCTI.
Type of article: theoretical. Twn cTaTTi: TEOPETUYHUNA.
Key words: financing, innovation, innovative activity, industry. Knruosi cnoea: ¢diHaHcyBaHHSA, iHHOBAUji, iHHOBALiMHA AiANbHICTD,

NPOMMCAOBICTb.

1. Introduction

It is regarded that economic development should take place on the basis of the application
(commercialization) of innovations directed to the different types of economic activities of various
technological structures. At the same time, a progressive structure of the national economy is
considered to be one in which most of the added value is formed by high-tech industries (enterprises
of higher techno-economic paradigms, traditionally inclined to innovate). Accordingly, the
implementation of innovative activities is highly risky and it does not always enable to plan the profit
amount. It is required flexible forms of financing application.

However, most national economies, despite the measures taken to stimulate the
introduction of innovations and new technologies, are faced with the problem of the dominance of
raw materials industries or industries that provide a minimum level of product processing. Such
industries frequently are monopolists in certain sectors of the economy and provide economic well-
being through obtaining monopoly rent.

The national economy of Ukraine is faced with the problems of the raw materials industries
dominance, unfavorable for innovation. However, both among the members of the government,
and among scientists, and among the political elite, there is an understanding that the development
of the Ukrainian economy should take place in conditions of innovations wide and highly efficient
use, and the pace of this development should be outstripping and significantly exceed the world
average. The solution to this complex and fateful task is possible as a result of increasing the
efficiency of mobilizing innovations through various sources of financing, improving mechanisms for
the rational use of available innovative resources, enhancing their positive impact on the industry
technological renewal dynamics, harmonizing innovation and financial policies, improving
mechanisms for enterprises industrial innovation regulation.

The effectiveness of innovative activities can only be ensured by using the models and
mechanisms of financing of such activities approved by the world practice.

Unfortunately, in the national economy of Ukraine, effective models of financing innovation
activities, favorable for enterprises that introduce innovations, have not been created. In particular,
permanent “financial crises”, bank insolvency for long-term lending, high inflation rate, currency
instability, etc., have an effect.
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In such circumstances, research aimed at finding the latest models and mechanisms to
stimulate the financing of innovative activities is relevant and significant.

The aim of the study is to analyze investment activities in Ukraine to determine effective
mechanisms and incentives for financing innovative activities.

2. Formulation of the problem

In the context of the formation of the knowledge economy, the ability of countries to create and
use knowledge, to preserve and effectively use the existing scientific and technological potential
enables to gain competitive advantages and accelerate the socio-economic development of society.
Scientific ideas, innovations and new technologies are becoming the main factors in the
development of society along with traditional ones (investments and labor resources), and also help
to solve the problem of resource depletion for their most rational use. In the course of financing
innovative activities theory, methodology and practice research in the context of the transition to a
post-industrial economy, leading Ukrainian scientists have achieved significant results. In particular,
the work (Tyvonchuk, 2007) examines the forms, methods and tools of financial incentives for
innovative processes in industry. One of the forms of increasing financial incentives for innovative
processes in industry is the creation of new elements of innovation infrastructure, among which
industrial parks are gaining significant importance, capable of concentrating intellectual, financial,
material and other types of resources (Boyko, 2015; Hritsenko, 2016). Many scientific works are
devoted to the generalization of scientific approaches to the innovation and investment activities
management of industrial enterprises (Tovmasyan et al., 2013). Innovative enterprises are central
to economic growth and jobs. They are focused on the commercial exploitation of new ideas,
technologies or other types of knowledge and business practices by introducing new products and
services to the market, creating or entering new markets, or using new, more efficient production
methods or organization. In general, the innovative activities financing has important features in
comparison with standard investment projects: first, in contrast to conventional investment
projects, innovative projects are characterized by a higher level of uncertainty of final results;
secondly, it is rather difficult to predict the commercial results of innovative projects, the standard
procedures for evaluating such projects do not work very reliably; thirdly, in many cases neither the
investor nor the institution financing the project know its real potential. All of the above leads to
additional risks and increased costs. Also, innovative firms have a relatively high proportion of
intangible assets embodied in human capital (Ehorov, 2016).

Considerable attention is paid to innovation as an innovation process (Zizlavskiy, 2013).
Other authors focus on the importance of innovation as one of the main factors influencing the
competitiveness of enterprises and economies (Liubkina et al., 2019). A combination of the two
approaches can be found in scientific works that interpret innovation as a process of state change,
that is, the transition from innovations to the results of their implementation (Azgaldov and Kostin,
2008; Morris, 2013). Many works highlight foreign experience in stimulating the financing of
innovation (Marchuk, 2011; Vasulushen et al., 2016; Kvasha, 2016; Zakharkina et al., 2019). The
issues of financial support of the innovation process were considered in studies (Barton, 2007;
Reillon, 2015; Wehrlue, 2016). However, their essence is based mainly on the idea of maximizing
the volume of financing without consideration modern development trends, as well as on providing
an appropriate resource base. Among the main limitations of modern methods underlying
innovation policy, the work (Lokhinova, 2011) highlights their focus mainly on analyzing the
innovation component of the developed countries economy and ignoring such important factors in
the developing countries innovation system development as the stability of institutions that
regulate the innovation environment.

Among the main factors influencing the innovative development of Ukraine, there are: low
efficiency of state regulation and legislation; the complexity of business and tax payment
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procedures organisation and liquidation; underdeveloped infrastructure; low intensity of
competition in local markets; lack of effective cluster structures; low level of investor protection;
low quality of economy state regulation and the level of the legal and regulatory framework,
including innovations; low innovation readiness of enterprises and low level of cooperation in
research activities between universities and industry; weak resource provision for innovation
activities, etc. (Prokhorchuk, 2015; Semenenko, 2019). The formation of effective state scientific,
technical and investment policy should consider the main factor of economic dynamics - innovations
focused primarily on the growth of labor productivity. The innovation activity promoting of the
scientific and industrial sphere is an important task and condition for the economic independence
formation of Ukraine (Horodianska, 2019).

In general, the analysis of scientific publications enables to note a certain fragmentation of
scientific and methodological approaches to stimulating the financing of innovative activities and
the absence of domestic practical research aimed at coordinating the innovation policy and the
financial mechanism. In addition, in the conditions of post-crisis development, accompanied by a
rapid redistribution of the resource base and an increase in the negative impact of structural
deformations, it is advisable to conduct additional research on the forms, methods and mechanisms
for the innovative activities financing stimulation. Currently, there is no solution to certain issues of
strengthening the positive influence of state financial policy on the innovative activity development
in industry, optimization of financing sources for innovation. In this regard, it is necessary to clarify
the scientific provisions on the substantiation of mechanisms for stimulating the financing of
innovative activities as an important element of state regulation of the national economic
development.

3. Result

In scientific discourse, the process of introducing and commercializing innovations is considered one
of the factors that can maintain high rates of economic development and the proper structure of
the national economy (Horodianska, 2019, Yehorov, 2016, Shumpeter, 1982). At the same time, it
is obvious that the mechanism of innovative activity of industrial enterprises can be effective only if
it consders the real state of economic development, ensures the achievement of scientifically
grounded priorities, contributes to the course of broad modernization of the national economy and
the general transition of the economy to an innovative development model. Nevertheless, in
Ukraine, the regulatory and stimulating potential of the state support system for innovative
activities is generally not used sufficiently. The innovative resources of industrial enterprises are
depleted and cannot provide the necessary modernization transformations and adaptation to post-
crisis challenges.

Innovative activity in the national economy of Ukraine remains traditionally low (at the same
time, domestic statistics considers even enterprises where the share of sold innovative products in
the total sales volume is less than 1% are innovatively active). During 2000—2019. the indicator of
innovative activity in industry ranged from 11.2% (2006) to 18.9% (2016) (Naukova ta innovatsiina
diialnist, 2021). At the same time, the indicator of the total volume of financing for innovative
activities demonstrates unstable dynamics, in particular years showing an increase or decrease
(Table 1). It is indicative that the indicator of innovative activity is loosely correlated with the
indicator of the total volume of innovative activity financing.

It is obvious from the presented table that the indicators of innovation activity and
innovation activity financing in the Ukrainian economy are unstable. Thus, compared to the previous
year, the level of innovative activity increased in 2011, 2012, 2015, 2016 and 2018, and the volume
of financing for innovative activity increased in 2011, 2015, 2016, 2018, 2019. In 2012 the level of
financing for innovation activity increased, while the volume of financing for innovation activity
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decreased (Naukova ta innovatsiina diialnist, 2021). It indicates the lack of economic sustainability
of the national innovation system.

Table 1 - Innovative activity and the total amount of financing for innovative activity in the
Ukrainian economy

Total amount of innovation activity

Year Share of enterprises engaged in innovations, % financing, min. UAH
2000 18,0 1760,1
2010 13,8 8045,5
2011 16,2 14333,9
2012 17,4 11480,6
2013 16,8 9562,6
2014 16,1 7695,9
2015 17,3 13813,7
2016 18,9 23229,5
2017 16,2 9117,5
2018 16,4 12180,1
2019 15,8 14220,9

Source: Data for 2014-2019 are presented without considering the temporarily occupied territory of the Autonomous Republic of
Crimea, the city of Sevastopol and part of the temporarily occupied territories in the Donetsk and Luhansk regions. Data for 2016 are
given according to the results of state statistical observation according to the form "Survey of innovative activity of enterprises for
the period 2014-2016" (according to the international methodology). Compiled according to the State Statistics Service (Naukova ta
innovatsiina diialnist, 2021).

The dynamics of financing innovative activities, including in the areas of innovation, is
analyzed. The relevant data are presented in table 2.

From the above data, it follows that the bulk of funding for innovative activities is directed
to the purchase of machinery, equipment and software, that is, to replenish modern fixed assets.
However, different directions of financing innovative activities demonstrate multidirectional
dynamics. In particular, during 2011-2016. the volume of funding for research and development
increased, but in 2012, 2013 and 2014. the volume of financing for the purchase of machinery,
equipment and software decreased. This can be explained by various factors influencing different
directions of financing innovative activities. The level of funding for the creation of innovative fixed
assets is influenced, in particular, by provisions on tax depreciation.

According to the State Statistics Service, among the types of economic activity, the leaders
in the number of innovatively active enterprises are the food industry (production of food,
beverages, and tobacco products) and mechanical engineering. At the same time, mechanical
engineering is the leader in the number of enterprises engaged in the acquisition of machinery,
equipment, and software (Naukova ta innovatsiina diialnist, 2021).

Enterprises for the coke production and petroleum products, chemical and petrochemical
industries, as well as mechanical engineering demonstrate a large average innovation activity in
Ukraine. However, enterprises in the mining industry, furniture and pulp and paper industry, and
publishing one are innovatively passive. This is primarily due to the different economic conditions
in the industries, which are caused by the action of objective factors (profitability, resource
provision state, the working capital availability, management traditions, etc.) (Zakharin, p. 124).
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Table 2 — Areas of financing innovative activities in the Ukrainian economy, min. UAH

including by areas
the total amount
Year of funding for Research acquisition of the purchase of
innovations and other external machines, ment other expenses
development knowledge and software
2000 1760,1 266,2 72,8 1074,5 346,6
2010 8045,5 996,4 141,6 5051,7 1855,8
2011 14333,9 1079,9 324,7 10489,1 2440,2
2012 11480,6 1196,3 47,0 8051,8 2185,5
2013 9562,6 1638,5 87,0 5546,3 2290,9
2014 7695,9 1754,6 47,2 5115,3 778,8
2015 13813,7 2039,5 84,9 11141,3 548,0
2016 23229,5 2457,8 64,2 19829,0 878,4
2017 9117,5 2169,8 21,8 5898,8 1027,1
2018 12180,1 3208,8 46,1 8291,3 633,9
2019 14220,9 2918,9 37,5 10185,1 1079,4

Source: Data for 2014-2019 are presented without considering the temporarily occupied territory of the Autonomous Republic of Crimea, the city of
Sevastopol and part of the temporarily occupied territories in the Donetsk and Luhansk regions. Data for 2016 are given according to the results of
state statistical observation according to the form "Survey of innovative activity of enterprises for the period 2014-2016" (according to the
international methodology). Compiled according to the State Statistics Service (Naukova ta innovatsiina diialnist, 2021).

Innovative activity is higher at enterprises with a large number of employees. In addition, it
was in the groups of large enterprises with more than 1000 employees that positive changes in
innovative activity took place. The innovative activity of small industrial enterprises with up to 50
employees is 14 times less than the innovative activity of enterprises with more than 5,000
employees. In other words, large enterprises show a relatively high propensity to innovate. This is
not surprising, because such entities, as a rule, are created on the basis of high-power machine-
building plants built in Soviet times, producing unique (including the best in the world) products.
For many such enterprises, the development and implementation of innovations is not only a
condition for maintaining competitiveness but also a technological necessity.

Indicators of financing innovation activities show a weak correlation with indicators of
macroeconomic development. The main reasons for this phenomenon are the inconsistency of the
state support policy for innovative activities, the high "latency" of innovation and technological
transformations (the overwhelming majority of enterprises do not report on the development and
implementation of innovations), and the methodological imperfection for collecting and processing
the relevant data.

Based on calculations made according to the State Statistics Committee of Ukraine, it was
established that in Ukraine during 2000-2019. the share of investment and current financing of
innovative and technological activities from all sources is 2.1-2.4% of GDP per year.

The largest share of funding for innovative activities is formed in mechanical engineering
(which is not surprising, since this industry is traditionally prone to innovation).

The number of enterprises that carried out financial expenditures on research and
development tends to fall. It suggests that the real sector of the economy is losing incentives to
invest in its own industrial research and development - the most important and significant
component of the innovation process.
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It is analyzed tendencies of innovative activity in the context of its funding sources. Data on
the funding sources for innovative activities are presented in the table. 3.

The data show that the bulk of funding for innovative activities is carried out at the expense
of the own sources of enterprises and organizations. Approximately 2/3 of innovation expenditures
are financed by companies and organizations' own funds. It is a natural phenomenon since the own
funds of enterprises and organizations are the most affordable source of financing. In addition, the
indicated source showed certain adaptability during the aggravation of the crisis. Therefore, when
forming the state innovation policy, the specified properties of the own funds of enterprises and
organizations should be considered. It is this source that is the most reliable in the context of
investment projects that determine the prospects for economical structural restructuring.

Though, the share of this source has an unstable trend, which is explained by the rapid
expansion of the use of credit resources to finance innovative activities in certain years.

Before the financial and economic crisis of 2008, the role of the credit resource in financing
innovative activities was growing, and at a sufficiently high rate. It testifies the attempts of
enterprises to finance innovative activities even without “reinforcement” with internal resources,
which may indicate the presence at the micro-level of a sufficient level of promising innovative and
technological projects. Subsequently, the share of credit resources in the overall structure of
financing innovative activities decreased (including three times in 2009), which was a consequence
of the limited availability of credit resources for most enterprises under the influence of the
aggravation of the financial and economic crisis. It follows from the data that the credit resource for
investing in innovative activity is important only in the short term, and with the aggravation of
negative phenomena of cyclical development, this resource becomes unavailable for innovators.

Table 3 — Sources of industrial enterprises innovative activity financing, min UAH

Including at the expense of
Year | Total funding
Own State budget Foreign investors Other sources

2000 1757,1 1399,3 7,7 133,1 217,0
2010 8045,5 4775,2 87,0 24114 771,9
2011 14333,9 7585,6 149,2 56,9 6542,2
2012 11480,6 7335,9 224,3 994,8 2925,6
2013 9562,6 6973,4 24,7 1253,2 1311,3
2014 7695,9 6540,3 344,1 138,7 672,8
2015 13813,7 13427,0 55,1 58,6 273,0
2016 23229,5 22036,0 179,0 23,4 991,1
2017 9117,5 7704,1 227,3 107,8 1078,3
2018 12180,1 10742,0 639,1 107,0 692,0
2019 14220,9 12474,9 556,5 42,5 1147,0

Source: Data for 2014-2019 are presented without consideration the temporarily occupied territory of the Autonomous Republic of Crimea, the city
of Sevastopol and part of the temporarily occupied territories in the Donetsk and Luhansk regions. Data for 2016 are given according to the results
of state statistical observation according to the form "Survey of innovative activity of enterprises for the period 2014-2016" (according to the
international methodology). Complied from State Standarts of Ukraine (Naukova ta innovatsiina diialnist, 2021).

Funding for innovative activities from budgetary resources is unstable. This may indicate the
absence of budgetary policy priorities for financing innovation. One of the reasons for this state is
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the lack of a long-term budget strategy, as well as an effective mechanism for medium-term budget
planning.

The indicators of financing innovative activities at the expense of foreign investors are also
unstable. So, in 2013, at the expense of this source, expenses were incurred in the amount of UAH
1253.2 million, and in 2016 - UAH 23.4 million, that is, almost 53 times less.

One of the indicators of the effectiveness of financing innovative activities is the volume of
sold innovative products (Levchuk et al., 2015). According to the available calculations, on average,
industrial enterprises of Ukraine during 2005-2019, per one hryvnia, spent on innovative activities,
received 4.14 hryvnias of income from the sale of innovative products. The enterprises of the
extractive industry, mechanical engineering (which are generally more inclined to innovations), and
the production of wood (furniture industry) were in a more attractive position. The outsiders are
enterprises for the production and distribution of electricity, gas and water, the pulp and paper
industry and the publishing industry, which traditionally do not demonstrate high innovative
activity.

Enterprises for electricity, gas and water production and distribution, the food industry, the
pulp and paper industry, the publishing industry, the wood production (furniture industry)
increased the sales of innovative products more actively than the industry average. The enterprises
of consumer goods manufacturing, as well as other industries (primarily due to metallurgy and metal
processing), performed worst of all.

Most of the implementation of innovative products in the total volume of sold products
belongs to enterprises of mechanical engineering, chemical and petrochemical industries (these
industries are innovative leaders), as well as enterprises of the furniture industry (in terms of
innovative activity, this industry is an outsider). A smaller share of the implementation of innovative
products in the total volume of sold products belongs to enterprises of consumer goods
manufacturing, coke production and petroleum products, electricity, gas and water production and
distribution, as well as other industries (primarily due to metallurgy and metal processing). In
addition to the coke production and refined petroleum products, these industries also fall behind in
terms of innovation activity.

According to the indicator "the innovative activity ratio of enterprises to the share of
innovative products sales in the total volume of sales", the leading sectors are those that received
relatively small income from the sale of innovative products (in relative terms) with a significantly
higher level of innovative activity. It can be assumed that relatively many, but low-budget,
innovative projects are being implemented at the enterprises of these industries, which have a
significant payback period. This is the case in the electricity, gas and water production and
distribution, the coke production and petroleum products, at consumer goods manufacturing.

The analysis of the financing of innovative activity in industry shows that the main reason
for the low innovative activity of enterprises should be recognized as the lack of long-term
motivation for organizing high-performance innovative activity. According to available surveys,
innovative activity is low-profit (low-profit) and more risky compared to other types of activity.
Therefore, the task of the state is to create an efficient and adequate support system for innovators.
This system enables to carry out highly productive innovative activities at least in priority areas of
the economy.

In the investment sphere of the Ukrainian economy, a protracted crisis continues, which
does not enable to solve current production problems. Moreover, currently it is impossible to
develop programs for the implementation of innovative projects (Kvasha, 2016). Without a
significant improvement in the investment climate, both the activation of innovative activity in
industry and the transition of the economy to an innovative development model, are impossible.

In the development of the domestic economy, the prevailing trends are opposite to the
global ones (Marchuk, 2011, c. 205). During the crisis in Ukraine, a radical change in the economical
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structure took place in favor of the low-tech and raw materials industries that still remain. The
recovery growth recorded in the pre-crisis period was based mainly on the raw materials industries
and primary processing. Accordingly, on the world markets, Ukraine is represented mainly by raw
materials and semi-finished products (Prokhorchuk, 2015). The growth was mainly due to extensive
factors. With such a structure of the economy, in which the manufacturing industry and mechanical
engineering are given an insignificant place, an innovative model of economic development, even
of an industrial type, cannot be implemented and post-industrial development is impossible).

According to our assessment, the state is now paying insufficient attention to the issues of
stimulating investments in high technologies. The issues of enhancing the investment and
innovation activities of enterprises operating in the industries of higher technological structures,
maintaining (guaranteeing) the proper profitability of conscientious investors, reforming the
depreciation policy in accordance with recognized world practice (Zakharin, 2011, Levchuk N.I. et
al., 2015) have not been resolved. It holds back the transition of the economy to an investment and
innovation model of development and preserves its imperfect structure.

During 2016-2019 the decline in the share of investments in intangible assets in the overall
structure of capital investments is recorded. This is due to the manifestation of the general investment
crisis caused by the financial and economic crisis and the deterioration of the investment climate, as
well as the rapid decline in the interest of domestic and foreign investors in the acquisition of intellectual
property for the purpose of their commercial use (Semenenko, 2019, p. 58).

In relation with methodology, the main reason for insufficient funding for innovative
activities should be recognized as insufficient motivation of investors and entrepreneurs to
implement innovative projects (it is subject to a relatively unattractive investment climate). It can
be highlighted the key characteristic features that hinder the formation of rational models and
mechanisms for financing innovative activities (Boiko, 2015, Hrytsenko, 2016, Yehorov, 2016,
Kvasha, 2016, Semenenko, 2019, Fedulova, 2013, Zakharin, 2011, 2015):

- the absence in Ukraine of a single scientifically substantiated list of priority sectors (types
of industrial activities) that require funding for innovative activities using state support instruments;

- limited potential for attracting foreign investment in the high-tech sector, including due to
the suspension of privatization (further attraction of foreign investment will depend on the
promptness of removing unjustified administrative barriers);

- failure of mechanisms to ensure effective competition,

- too low level of protection of the legal rights of investors who invest in innovative activities;

- the lack of practice of using tools of preferential taxation of conscientious innovators;

- the lack of a legislative framework and practice of using instruments of public-private
partnership in the field of financing innovative activities;

- general economic and financial instability, including high inflation.

The creation of a favorable investment climate remains a matter of strategic importance. It
can attract investment and maintain mobility in the implementation of innovative projects.
Accordingly, the main institutional task of the state innovation policy should be the creation of a
highly attractive economic and legal environment that activates the investment process in the
priority areas of the real and infrastructural economical sectors.

Effective financing of innovative activities can be provided in the conditions of the
functioning of a modern innovation infrastructure. Industrial parks are one of the key issues, as has
been noted in the scientific literature (Boiko, 2015, Hrytsenko, 2016). Industrial parks, if properly
organized, can serve as a factor in the inflow of investments (including venture capital) using the
forms of innovation financing approved by the world practice.

A significant increase in the volume of financing for innovative activities is possible only if
investment expectations improve (increasing the attractiveness of the investment climate).
However, in Ukraine there are many systemic threats for investors such as further exacerbation of
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the economic crisis, high inflation, currency instability, an undeveloped and unpredictable legal
environment, shortcomings of the system of state rule (in particular, in the areas of protection of
the rights of owners and the spread of “raiding”, discipline of acts), a high level of corruption,
shadow economy (Kvasha, 2016, Prokhorchuk, 2015, Zakharin, 2011).

It can be highlighted the significant imbalances in sectoral development, leading to the
concentration of investment in narrow market segments. The existing obstacles in Ukraine to the
implementation of the priorities of the investment climate formation are of a systemic nature,
including the organizational and legal, economic, innovation-technological and financial
components.

Consequently, almost all forms and instruments of state policy to support stimulating the
financing of innovative activities need optimization. A reasonable transformation of depreciation,
fiscal (budgetary and tax), credit, technological, and foreign economic policies is needed, adequate
to the existing challenges.

Depreciation policy plays an extremely important role in stimulating investment and
innovative investments in industry (Tyvonchuk, 2007). The legislation of many countries provides
for a special preferential procedure for the depreciation of fixed assets used for innovative activities
by introducing accelerated depreciation rates or complete immediate write-off of their value. There
are two main models of accelerated depreciation: a decrease in the duration of the useful life of
equipment, as well as the establishment of increased rates of depreciation deductions in the first
years of its operation and reduced rates in subsequent years. Additional monetary receipts resulting
from this enterprise become an important financial source of innovative development. They are an
incentive for enterprises carrying out technological renewal.

Another area of state financial support for innovation processes and the stimulation of
raising funds for innovative activities of enterprises are activities in the financial and credit sphere.
Their need is due to the high risk of innovation, a long, as a rule, implementation period (until the
expected financial results are obtained), high interest rates, etc., which complicates and sometimes
makes it impossible to obtain loans or other types of external financing for carrying out innovation.
In the world practice, such incentives are carried out through preferential taxation and the provision
of certain preferences to the subjects of financing innovations, in particular, commercial banks that
lend to innovative activities of enterprises, namely:

- income tax rate reduction for commercial banks providing long-term lending to innovative
projects;

- tax exemption of a part of bank income invested in the shares of enterprises producing
high-tech innovative products;

- obligatory fund reservation rate reduction;

- preferential refinancing of banks that provide loans for the implementation of innovation
projects;

- granting the right to participate in the future income of a funded innovation project, etc.

The use of levers to stimulate investment in the high-tech sector of the economy should be
carried out on the basis of targeted comprehensive programs. Such programs are the predominant
form of nationwide management of investment development in the context of transformational
economies.

The procedure and methods for developing targeted comprehensive programs in the
investment sphere are based on the principles of program-targeted planning proposed by Soviet
scientists. The most important of these principles (Zakharin, 2011, p. 288):

- the purposefulness of the development activities;

- a systematic approach to the development and implementation of programs, i.e. taking
into account in the interconnection of the whole set of factors influencing the development of the
programming object: organizational, technological, legal, administrative political;
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- complexity, that is, the mutual linking of individual elements of the program: targets, a set
of measures and resources necessary for the implementation of the program, the final results;

-resource endowment, that is, the availability of the necessary resources for the
implementation of program measures.

The dynamics of investment in high-tech industries will be positively influenced by the
systemic coordinated work of various government and administrative bodies - both central
(functional and sectoral competence) and local.

Partial participation of the state in financing innovative (high-tech) projects is an effective
means of direct government regulation in terms of attracting private investors. Public funds can be
not only through direct financing, but also in the form of government guarantees for the repayment
of loans to commercial banks and other financial organizations participating in the financing of such
projects. When forming a package of investment projects, it is rational to use the competitive
selection of applicants for state support, taking into account the criteria enshrined in the Law of
Ukraine “On Innovation Activity” (Kvasha, 2016, Zakharin, 2011). The main selection criteria are
compliance with the priority areas of socio-economic development of the project, cost and
economic efficiency. The expertise of such projects is advisable to be carried out in the “one-stop
shop” mode.

The presence of a significant volume of the shadow sector of the economy, which isinherent
in undeveloped and transformational economic systems, including for Ukraine, provides a high
share of innovative self-financing (especially in the sector of industrial corporations). This is due to
the reluctance of the owners of enterprises and management to provide reliable and timely
information on the results of production activities, as well as the underdevelopment of mechanisms
for monitoring the implementation of attracted resources.

In Ukraine, innovative technologies for attracting and using investment resources are
practically not used, the practice of new (non-traditional) mechanisms for attracting investments is
mostly fragmentary or ineffective. In particular, the analysis of business practice allows us to assert
that in Ukraine there are no sufficiently favorable prerequisites for the development of venture
business (Horodianska, p. 37). This is due to the low information transparency of the intellectual
property market, which leads to significant difficulties in finding recipient enterprises and innovative
projects for venture capital investments. There is practically no proper regulatory and
methodological base regulating the activities of the venture business.

4. Conclusions

During the crisis in Ukraine, there was a radical change in the structure of the economy in favor of
low-tech and raw materials industries, which still persist. The recovery growth recorded in the pre-
crisis period was based mainly on the raw materials industries and primary processing. Accordingly,
on the world market, Ukraine is represented mainly by raw materials and semi-finished products.
With such economic structure, where the manufacturing industry and mechanical engineering are
less significant, an innovative model of economic development, even of an industrial type, cannot
be implemented (not to mention post-industrial development).

It also can be noted significant imbalances in sectoral development, leading to the
concentration of investment in thin market sectors. The existing obstacles to the implementation of
the priorities of the investment climate formation in Ukraine are of a systemic nature and cover the
legal, economic, scientific, technological and financial components.

During periods of exacerbation of economic crises, enterprises experience a reduction of all
sources for innovation funding. External sources of investment resources (primarily credit) are
rapidly declining, and the monetary characteristics of the economy are deteriorating. As a result of
the reduction in effective demand in the domestic and foreign markets, the working capital is
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“washed out”, which, through the amortization mechanism, leads to the so-called fixed capital
consumption.

During the financial and economic crisis, it is the innovation sector that suffers the greatest
losses, since innovation expenditures by their nature are long-term investments with a previously
unknown economic result. Significant fluctuations in the volume of financing innovative activities
from the state budget, local budget funds, public funds for individual housing construction, through
bank loans and other loans indicate that these sources are unstable, but they have a noticeable
effect on the overall spending dynamics. Due to the absence of macroeconomic conditions for the
formation of an adequate financial resource in terms of volume, it is impossible to implement the
scenarios of the so-called “innovative and technological breakthrough”. Consequently, the
Ukrainian economy in the coming years will be focused on supporting simple reproduction, which
will be accompanied by the consumption of innovations and technologies that come with foreign
investment.

In terms of financing innovative activities, machine-building enterprises are the most active,
since this industry is traditionally prone to innovation. The innovative activity of the consumer sector
is low (this sector includes the types of economic activities, the main products of which are aimed
at ensuring final consumption by the household sector — food industry, consumer goods
manufactory, paid services to the population, housing construction). Negative tendencies were
recorded in the investment of innovative fixed assets in the form of the new technology acquisition
and the acquisition of machinery, equipment, installations, and other fixed assets.

The solution to the problem of increasing the volume and improving the structure of
financing innovative activities should be carried out on the premise of state regulation. Almost all
forms of state support for enhancing the investment and innovation process in industry need to be
improved. There is a need for a transformation of depreciation, budgetary and taxation, credit,
technical and technological, foreign trade policies that is adequate to up-to-date requirements.

It is also reasonable to modernize the methodological foundations for the development of
targeted comprehensive programs implemented in the innovation sphere. These programs should
consider the possibility of using appropriate instruments inherent in different areas of state financial
policy, primarily budgetary and taxation.

In order to stimulate the financing of innovative activities, it is necessary to introduce public-
private partnership instruments. For the implementation of the relevant programs, a certain
amount of funding must be provided from the state budget. Justification of the corresponding costs
should be carried out in accordance with the principles of the program-target planning method.

An effective means of direct government regulation in terms of attracting private investors
to the implementation of innovative (high-tech) projects is partial participation of the state in their
financing. Possible application of various instruments: direct government funding, provision of
government guarantees, joint (with a private partner) entrepreneurship (with or without creation
of a legal entity). This task should be carried out on the basis of an open competition. The key criteria
for selection are compliance with priority areas of socio-economic development, cost and economic
efficiency of the project. The expertise of such projects is advisable to be carried out in the “one
stop-shop principle” mode.

It is advisable to stimulate a conscientious venture business, which inherently tends to the
implementation of innovative activities. The tools for the administration of intellectual property
recognized by the world practice should be introduced.
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