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MECHANISMS OF STATE REGULATION
OF INVESTMENT AND INNOVATION PROCESSES
IN UKRAINE

Abstract. The article deals with the mechanisms of state regulation of invest-
ment and innovation processes in Ukraine. The state of capital investment fi-
nancing is analyzed. Steps are taken to improve the mechanisms of state regula-
tion of investment and innovation processes in Ukraine.

The investment and innovation industry is considered as a very important
component in the development process of any state, which is still not able to ef-
fectively develop independently without effective regulatory mechanisms, there-
fore, a significant role is played by public levers, which should provide enough
opportunities for the implementation of innovative and investment processes.

It is noted that direct state influence on investment and innovation processes
in Ukraine is manifested in the organization of certain activities with the defini-
tion of strategic objectives and priorities, the development of well-thought-out
fundamentals of investment and innovation policy, the introduction of govern-
ment programs with the necessary funding, etc. Investment and innovation pro-
cesses in the regions are based on the coordination of interests and the joint ef-
forts of such entities as the state, the region and the investor.

The implementation of the mechanism of state regulation of investment acti-
vity in Ukraine was determined by providing financial assistance in the form of
grants, subsidies, subventions, budget loans for the development of individual
regions, industries, the creation of state norms and standards, pricing policies,
and measures to develop and protect economic competition, destatization and
privatization of property, the definition of conditions for the use of land, water
and other natural resources, government examination of investment projects, and
others.
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The necessity of using this form of state regulation, which allows combining
the interests of all participants in the investment process for the effective achieve-
ment of goals and objectives set by the state in the regulation of investment and
innovation processes, was noted.

It was concluded that investment and innovation activity is an important area
in the development of any country and Ukraine is no exception, in our country
steps are being taken to improve the investment climate, they should be more
activated and the institutional conditions for the implementation of investment
and innovation projects improved.

Keywords: investments, innovations, state regulation, financing.

MEXAHI3MU JEP;KABHOI'O PEI'VIIOBAHHA
IHBECTUIIIMHO-IHHOBAIINMHUX ITPOLECIB B YKPAIHI

Amnotanis. /locipkeHo MeXaHi3MU JIep;KaBHOTO PETYJIIOBAHHS iHBECTHUITili-
HUX Ta IHHOBAIIHHUX IpolleciB B Ykpaiui. [IpoanasnizoBano ctan jep:kaBHOTO
(binancyBaHHS KamiTaJbHUX IHBECTUINN. BusaHaueHO KPOKW IMOKpalleHHs Me-
XaHI3MiB JIePKaBHOTO PEryJIIOBaHHA 1HBECTUIIHO-IHHOBAI[IMHUX MPOIECIB B
Ykpaini.

PosrignyTo inBecTUIiiTHO-IHHOBAIINIHY Tay3b SIK BAXKJIUBY CKJIQJIOBY Y TIPO-
11eci po3BUTKY OY/Ib-sIKOI IepsKaBH, sIKa He B 3MO031 e(DEKTHBHO PO3BUBATUCS CAMO-
criiino 6e3 eeKTUBHUX MeXaHi3MiB perysoBadts. OTKe y bOMY 3HAYHY POJIb
BIJIIFPAIOTH JIepsKaBHI BaskeJli BIJIMBY, SKi MalOTh HaJaBaTH JOCTaTHbO MOKJIMBO-
cTel 711 BUPOBAXKEHHS IHHOBAIIMHUX Ta peastisallil iHBeCTUIITHUX ITPOIIECiB.

3a3HaueHo, 10 MPAMUI IepKaBHUHN BILTMB HA IHBECTUIIITHO-IHHOBAITIITHI 1TPO-
1ecu B YKpaiHi BUABJSETbCA B OpraHisallil eBHOI AiSIbHOCTI 3 BU3HAYEHHSAM
CTpaTeriyHuX 3aBJaHb i TMPIOPUTETIB, PO3POOKOIO MPOAYMAHUX OCHOB iHBECTHU-
1iiTHOI Ta IHHOBAIIWHOI TTOJIITUKH, BIPOBA/KEHHSIM JE€P/KaBHKUX ITPOTPaM 3 He0b-
XifiHUM (piHAHCYBAHHSAM TOIO. [HBECTHUIIHO-THHOBAIIIMHI TPOIECH B PErioHax
IPYHTYIOThCSI Ha TIOTO/IZKEHHI iHTepeciB Ta 00’€[HaHHI 3yCHJIb TaKUX Cy0'€KTIB, SIK
JlepsKaBa, perioH Ta iHBeCTOoP.

Busnayeno MexaHi3M /iep;KaBHOTO PeryJIIOBaHHSA 1HBECTUIINHOI 1iSJIbHOCTI B
VipaiHi muisxom HagaHHs (GiHAHCOBOI JOMOMOTH Y BUTJISIAI AOTaIlil, cyOCuIiii,
cyOBeHIliil, OF0/KeTHUX MMO3WK Ha PO3BUTOK OKPEMUX PEriOHiB, raaysei, BUPOO-
HUIITB, CTBOPEHHS /Iep>KaBHUX HOPM 1 CTaH/IapTiB, MOJITUKU IIIHOYTBOPEHHS, TIPO-
BeJIeHHS 3aXO/IiB 111010 PO3BUTKY Ta 3aXUCTy €KOHOMIUYHOI KOHKYPEHIIii, po3jep-
JKaBJIEHHS 1 IpUBaTH3allil BJIaCHOCTI, BU3HAUEHHS YMOB KOPUCTYBaHHS 3eMJIeIO,
BOJIOIO Ta IHIIMMU IPUPOJHUMHU PecypcaMu, IPoBe/IeHHs IepKaBHOI eKCIIepTU3N
IHBECTUIIITHUX TTPOEKTIB Ta iH.

HaroomieHo Ha HeoOXiTHOCTI BUKOPUCTAHHS TaKOT (hOPMU J€PIKABHOTO PETy-
JIIOBAHHS, KA JIa€ 3MOTY MO€THATHU iIHTepeCH BCiX YYaCHUKIB IHBECTUIIHHOTO TTPO-
1ecy /7151 eheKTUBHOTO JI0CSATHEHHST MeTH Ta BUKOHAHHS 3aB/IaHb, 1110 ITOCTaBJIeH]
nepes ep:kaBoio y cepi peryIioBaHHs iHBECTUITIHHO-IHHOBAIIMHUX TTPOIIECIB.

OTske, MOJKHA JIINTU BUCHOBKY, 1110 iHBECTUITITHO-IHHOBAIlIHA [IIAJBHICTD €
BayKJIMBOIO ¢(HEPOI0 B PO3BUTKY Oyib-sIKOI KpaiHu i YKpaiHa He € BUHSTKOM. Y
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HAI N KpaiHi 3/IIUCHIOITHCS KPOKHU IMIOJI0 TOKPAIEHHS 1HBECTUIIMHOTO KJIiMaTy,
SIKi BapTO OLJIBII aKTUBYBATH PAa3OM 3 YIOCKOHATIEHHSIM IHCTUTYIIIHHUX YMOB pea-
Ji3allii iHBeCTUIIHO-1HHOBAIITHUX TIPOEKTIB.

KmouoBi cioBa: inBecTuilii, iHHOBaIlii, JepKaBHe peTyJioBaHHS, (iHAHCY-

BaHH.

Thesis statement. The development
of investments and innovations is very
important process for the effective eco-
nomic development of the state. The
successful innovations and investment
project implementation provide an op-
portunity to increase the intellectual
potential in the state, which is the key
to prosperity and strengthening of the
Ukrainian economy. However, the in-
vestment and innovative processes can
not be developed alone, the strong state
support is required, namely, effective
mechanisms of state regulation of these
processes. Unfortunately, in Ukraine,
the legislative framework in this area is
far from perfect, which impedes the ef-
fective implementation of investments
and innovations in the state.

Today, the investment and innova-
tion activity of the country has insuffi-
cient investing of the national economy,
which amplifies the decline in produc-
tion and results in reduced investment
capacity of business entities and the
state. Only a scientifically grounded
and effective investment policy of the
state may improve such situation in
Ukraine.

Analysis of recent research. Many
scientists studied the regulation of in-
vestment and innovative processes in
Ukraine, in particular O. M. Volska,
A.S. Galchynsky, V.M. Heyets, T. V. Ma-
yorova, A. A. Peresada, S. O. Shos-
tal and others. However, the study of
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mechanisms of the state regulation of
investment and innovative processes
in Ukraine is insufficient and requires
more detailed consideration.

The objective of the study. The
purpose of this article is to determine
the role and substantiate the main ways
of improving the mechanisms of state
regulation of innovative and invest-
ment processes in Ukraine.

Results. Investment and innovative
activity is one of the components of real
investments, which can also be repre-
sented only by innovative activity or
investments of extensive development.

The main factor of economic growth
is effective investments in the innova-
tive process. It is they which ensure the
structural reorganization of the econo-
my on a new scientific and technologi-
cal base and contribute to improving
its competitiveness. Funding of the in-
novative activity can be implemented
at the expense of private investments
which are of variable nature and state
funds which are insufficient, while the
country’s innovative development re-
quires regular investments.

The investment and innovative in-
dustry is a very important component
in the development of any state. How-
ever, this area is not able to develop ef-
fectively alone, without effective regu-
latory mechanisms, therefore the state
levers of influence play a significant
role, which should provide sufficient




opportunities for introducing the in-
novative and implementing the invest-
ment processes.

The purpose of state regulation of in-
vestment and innovative processes is to
ensure the implementation of programs
of social development in the social, eco-
nomic, scientific and technical spheres
to the full extent, and state protection
and investment support.

At present, Ukraine has not yet
formed an effective organizational and
economic mechanism for investment
and innovative regulation, and the
mechanism currently in effect does not
meet the recent requirements.

Direct state influence on investment
and innovative processes in Ukraine
manifests itself in the organization of
certain activities with the definition of
strategic tasks and priorities, the deve-
lopment of thought-out bases of invest-
ment and innovative policy, the imple-
mentation of state programs with the
necessary funding, etc. Investment and
innovative processes in the regions are
based on the coordination of interests
and joining the efforts of subjects, such
as state, region and investor.

According to N. N. Petrychko and
S. V. Prokhorchuk, “the mechanism of
state influence on favorable investment
and innovative climate and implemen-
tation of the technical re-equipment
policy consists of three vectors: crea-
tion of special financial mechanisms for
support of such activities, the formation
of the appropriate investment and in-
novative infrastructure, use of indirect
methods of support” [1, p. 222].

According to Art. 11 of the Law of
Ukraine “On Investment Activity”, “the
state regulation of investment activity
is carried out for implementation of the

economic, scientific and technical and
social policies, based on the goals and
indicators of economic and social de-
velopment of Ukraine, state and regio-
nal economic development programs,
state and local budgets, in particular,
amounts of funding of the investment
activities stipulated therein” [2].

State regulation of investment ac-
tivity is aimed at control of not only
state investments, but also regulation
of investment activity conditions and
monitoring of the actions of all inves-
tors and participants of the investment
process.

According to the current legislation,
the state management of the invest-
ments is carried out directly by state
authorities and includes the process of
planning, determining the conditions
for implementation and fulfillment of
obligations of investing the budget and
out-of-budget funds.

The mechanism of state regulation
of the investment activity in Ukraine is
carried out as follows [2]:

* submission of financial assistance
in the form of grants, subsidies, subven-
tions, budget loans for the development
of particular regions, industries, pro-
ductions;

» state norms and standards;

 measures for the development and
protection of economic competition;

* denationalization and privatiza-
tion of property;

* definition of conditions of use of
land, water and other natural resources;

* pricing policies;

 implementation of state expert re-
views of investment projects;

* other measures.

The Law of Ukraine “On Innova-
tive Activity” “defines the legal, eco-
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nomic and organizational principles of
state regulation of innovative activi-
ty in Ukraine, establishes the forms of
stimulation of innovative processes by
the state and is aimed at supporting the
development of the Ukrainian economy
in an innovative way. The main goal of
the state innovative policy is to cre-
ate the socio-economic, organizational
and legal conditions for the effective
regeneration, development and use of
the country’s scientific and technical
potential, ensuring the introduction
of modern environmentally friendly,
safe, energy-saving and resource-saving
technologies, production and sales of
new types of competitive products” [3].

The mechanism of state regulation
of innovative activity is carried out by
[3]:

¢ identification and support of pri-
ority directions of innovative activity;

* formation and implementation of
state, branch, regional and local inno-
vative programs;

* creation of a regulatory framework
and economic mechanisms to support
and stimulate the innovative activities;

* protection of rights and interests
of innovative activity subjects;

» financial support for implementa-
tion of innovative projects;

* stimulation of commercial banks
and other financial and credit institu-
tions which finance the implementa-
tion of innovative projects;

* establishment of preferential taxa-
tion of innovative activity subjects;

* support of the functioning and de-
velopment of modern innovative infra-
structure.

Based on the abovementioned me-
chanisms of state regulation of invest-
ment and innovative processes, it fol-
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lows that they should flexibly combine
all levers, both economic and adminis-
trative. According to certain conditions,
depending on the strategic changes, the
instruments of state influence should
provide for the tactical changes.

To understand fully the complete-
ness of state’s participation in the in-
vestment and innovative process, we
turn to statistics. Thus, the main source
of financing of capital investments re-
mains their own financial resources
of business entities, at the expense of
which 69,4 % of investments were ab-
sorbed in 2016. The share of bank loans
and other loans in the total amount
of investments amounted to 7,1 %.
9,4 % of capital investments have been
absorbed at the expense of the state
and local budgets. The share of the
funds of foreign investors amounted to
2,9 % of all investments, while the share
of population for housing construction
was 8,9 %. Other sources of funding are
2,3 % (see fig.).

Consequently, Ukraine remains at-
tractive state for investments, is well-
integrated into the world economy,
but the violation of macro-stability in
foreign markets affects the investment
and innovative processes in Ukraine
[4].

In order to effectively achieve the
goal and fulfill the tasks set for the state
in the area of regulation of investment
and innovative processes, we believe
that it is worth using such a form of
state regulation, which makes it possi-
ble to combine the interests of all par-
ticipants in the investment process.

The issue of improvement of the le-
gal and organizational framework for
enhancing the capacity of mechanisms
for favorable investment climate and
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formation of a basis for preserving and
improving the competitiveness of the
domestic economy is relevant today for
further improvement of the investment
climate in Ukraine.

A number of positive steps in this di-
rection have already been taken:

1. Today, Ukraine has established a
legal framework for investments and
development of public-private partner-
ships. The legislation of Ukraine defines
the guarantees of activity for investors,
economic and organizational funda-
mentals of public-private partnership
realization in Ukraine.

2. The national regime of investment
activity is applied to foreign investors
in Ukraine, i.e. equal conditions of ac-
tivity with domestic investors are pro-
vided. Foreign investments in Ukraine
are not subject to nationalization.

3. In order to increase the protec-
tion of foreign investments, the Law
of Ukraine Ne 1547 dated 16.03.2000
ratified the Washington Convention of
1965 on the procedure for settlement of
investment disputes between the states
and foreign persons.

4. Intergovernmental agreements
on promotion and mutual protection of
investments signed and ratified by the

Verkhovna Rada of Ukraine with more
than 70 countries of the world [4].

5. In order to simplify the proce-
dure for attraction of the foreign in-
vestments and preclusion of evidences
of corruption at the moment of their
state registration, the Law of Ukraine
Ne 1390-VIII “On Amendments to
Some Legislative Acts of Ukraine on
Cancellation of Mandatory State Regi-
stration of Foreign Investments” was
adopted on 31.05.2016 [5] .

In addition, the Decree of the Presi-
dent of Ukraine dated August 29, 2016,
Ne 365/2016 approved the provisions
on the National Investment Council.
The main tasks of the Council are [6]:

* development of proposals on sti-
mulation and development of invest-
ment activity in Ukraine, formation of
attractive investment image of Ukraine,
including taking into account the best
international practice;

* assistance in formation of the main
directions of the state policy on improv-
ing the investment climate in Ukraine;

* elaboration of proposals on strate-
gic directions of investment potential
development in Ukraine, stimulation of
foreign and national investments in the
development of the state’s economy;
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* study of initiatives and potential
proposals for investment projects, as
well as practices of interaction between
investment subjects and public au-
thorities; analysis and generalization of
problems hindering the investments in
the economy of Ukraine, preparation of
proposals on ways for their solution, in
particular concerning the measures for
promotion of the protection of inves-
tors’ rights;

e participation in the elaboration of
draft legislation on investment activi-
ties.

Funding of significant research in-
vestment and innovative processes
should be carried out by the state in or-
der to determine the priority directions
of scientific and technological and in-
novative activity. This is necessary for
implementation of particular actions
and purposeful policy of the govern-
ment and for business structures as a
support of the state to business entities
in search of the entry of domestic high-
tech and high-intellectual products in-
to the world market. For this purpose it
is necessary to use the maximum capac-
ity of the domestic scientific and tech-
nical potential.

Therefore, it is expedient to improve
the mechanism of state regulation of
investment and innovative processes,
namely [7, p. 16]:

« Updating of the Concept of scien-
tific and technological and innovative
development of Ukraine;

« making significant changes to the
current legislation of Ukraine concern-
ing stimulation of investment and in-
novative activity in accordance with
modern economic conditions;

* constant monitoring of existing
regulations and projects which have an
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impact on investment and innovative
activities;

* monitoring of elements of invest-
ment and innovative potential of all re-
gions of the country;

* creation of a uniform information
and technological complex on the basis
of regional centers for monitoring of the
intellectual product and resource mar-
kets of the region;

* to increase concessional lending of
business entities engaged in investment
activity;

* to evaluate the possibility of ef-
fective implementation of projects
by reducing the time for preliminary
examinations and issue of certifi-
cate of scientific feasibility, technical
and commercial attractiveness of
projects, in order to include these pro-
jects into state, regional, municipal
and corporate energy saving prog-
rams, as well as to conduct rating
researches on the consumer value of
projects.

Conclusion and prospects for fur-
ther research. Investment and inno-
vative activity is an important area in
the development of any country and
Ukraine is not exception. The exist-
ing mechanisms of state regulation of
investment and innovative processes
are not effective and not sufficiently
adapted to the current conditions of
economy. The main problem in this
direction is insufficient public fund-
ing of these processes. However, our
study demonstrates that our country
takes steps to improve the investment
climate, they should be more activated
and the institutional conditions for
the implementation of investment
and innovative projects should be im-
proved.




REFERENCES

. Petrychko M. M., Prokhorchuk S. V.
(2013), “The current status of state
regulation of investment-innovation
processes in Ukraine”, Biznes-naviha-
tor, vol. 1, p. 220—224.

. The Verkhovna Rada of Ukraine (2017),
The Law of Ukraine “On Investment
Activity”, available at: http://zakon2.
rada.gov.ua/laws/show/1560-12 /page
(Accessed 27 April 2018).

. The Verkhovna Rada of Ukraine (2012),
The Law of Ukraine “On Innovation
Activity”, available at: http://zakon3.
rada.gov.ua/laws/show/40-15  (Ac-
cessed 27 April 2018).

. Ministry of Economic Development
and Trade of Ukraine (2016), “Infor-
mation and analytical materials on
the investment climate in Ukraine
for 2016”7, available at: http://www.
me.gov.ua/Documents/List?lang=uk-
UA&tag=%D0%A1%D1%82%D0%
B0%D0%BD%20%D1%96%D0%BD
%D0%B2%D0%B5%D1%81%D1%8
2%D0%B8%D1%86%D1%96%D0%
B9%D0%BD%D0%BE%D1%97%20

%D0%B4%D1%96%D1%8F%
D0%BB%D1%8C%D0%BD %D
0%BE%D1%81%D1%82%D1%
96%20%D0%B2%20%D0%A3%DO0
%BA%D1%80%D0%B0%D1%97%
D0%BD%D1%96 (Accessed 27 April
2018).

. The Verkhovna Rada of Ukraine (2016),

The Law of Ukraine “On Amendments
to Certain Legislative Acts of
Ukraine regarding the abolition of the
mandatory state registration of foreign
investments”, available at: http://
zakon.rada.gov.ua/laws/show/1390-
19 (accessed 27 April 2018).

. The Verkhovna Rada of Ukraine (2016),

the Decree of the President of Ukraine
“On Issues of the National Investment
Council”, available at: http://zakon.
rada.gov.ua/laws/show/365/2016
(Accessed 27 April 2018).

. Vozniuk M. A. (2015), “Perspective di-

rections of improvement of the system
of state regulation of innovation and
investment processes”, Ekonomichnyi
forum, vol. 2, p. 12—18.

25



