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PROSPECTS FOR CREATING
A SPECIALIZED INNOVATION BANK IN UKRAINE

The necessity of creation of a specialized innovation bank in Ukraine has been substantiated. Main directions of
government support for its development have been considered.
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Financial stability in the country is impos-
sible without investments in new technologies
and services, innovative products and R&D that
have significant social and economic impact.
Therefore, there is a need to find effective lines of
interaction between the banking system and the
real economy of Ukraine, particularly, to create a
customized innovative bank. Some aspects of in-
novation banks have been studied by Ukrainian
and foreign researchers (O.V. Dzyublyuk, LS.
Gutsal, T.A. Sviatohor, J. Sinci, E.A. Utkin, etc.).
However, it necessary to carefully analyze the
available scientific sources to better understand
the complex ways of accumulation and effective
use of the national capital.

The creation, in the long-term prospect, of
the national innovation bank which should lend
potentially important high-tech sectors in ac-
cordance with the national priorities of socio-
economic development and accumulate financial
resources is an important decision that:

+ Firstly, the banks with foreign capital are not
interested in financing the innovation-orient-
ed business in the host country;

+ Secondly, the formation of innovative bank
will enable the transition to a new level of use
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of budgetary funds (insofar as increase in the
share of public funds to be assigned to the na-
tional economy through the innovative bank
on a repayable basis will facilitate the enhance-
ment of responsibility of beneficiaries for their
effective use, unlike budget loans and direct
non-repayable funding);

+ Thirdly, it is clear that the better the bank un-
derstands the client’s business, the more effec-
tive is their cooperation.

Unlike other financial institutions, the inno-
vative bank should promote the following ob-
jectives:

1) Manufacturing, i.e. the national innovation
bank loans should be aimed at updating the facili-
ties and resources of Ukrainian corporations (in-
cluding, at implementing the energy-saving and
environmentally friendly technologies);

2) Social (issue of loans for building new in-
dustrial corporations will facilitate the creation
of new jobs and the reduction of social transfers
from the state budget);

3) R&D (issue of loans and further commer-
cialization of products of Ukrainian technology
parks will enable the efficient use of the national
intellectual potential).

According to the Law of Ukraine on the Banks
and Banking Activities (Clause 7, paragraph 2),
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It is necessary to foresee additional sources for pumping up
the budget:

1) To introduce a progressive scale for environmental tax
structured not only by type of pollutant and level of its
danger, but also by actual volume of emissions;
2) To review the international treaties on avoidance

of double taxation. To apply general taxation principles
to the offshore companies doing business in Ukraine;
3) To stop illegal capital outflow from Ukraine
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Fig. 1. Possible sources of increase in the bank capital
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1) Information security of bank;

2) Examination of borrower's

business reputation and authenticity

of information

submitted;

3) Determination of the maximum loan
per borrower;

4) Setting of interest rate on the loan;
5) Monitoring of project progress;

6) Supervision over the use of funds;
7) Assessment of potential risks;

8) Comprehensive monitoring

of activities of technological parks that
received loans;

9) Setting of limits on long-term
investments

1) Analysis of documents
submitted by technological
parks and industrial
corporations;

2) Drafting of current and future
financial documents related

to the size of loan portfolio;

3) Book-keeping and reporting

1) Offer of additional services

to the customers, including those
related to expansion and search
of new markets;

2) Determination of innovation
life cycle stage;

3) Audit of technologies

and innovation products

in the sphere of engineering

and natural sciences;

4) Forecast of revenues

from project implementation;

5) forecast of social and economic
effect of project implementation.
The economic performance shows
the amount of revenues per each
hryvnia of loan issued; the social
effect displays increase

in the number of job places;

the fiscal effect shows

the amount of tax revenues

that will be transferred

to the budget in the future

Fig. 2. Responsibilities of departments of the state-owned innovation bank
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the state-owned bank should be created by res-
olution of the Cabinet of Ministers of Ukraine,
with the expected value of authorized capital be-
ing allowed for in the Law on the State Budget of
Ukraine for the corresponding year [1, 10]. Thus,
a potential negative consequence of this approach
is a temporary reduction of budget revenues.
Hence, according to paragraph 1, Clause 31 of
the Law of Ukraine on the Banks and Banking
Activities, at the time of incorporation, the mini-
mum capital of corporate entity intending to per-
form banking activities should be, at least, UAH
120 million [1, 21]. Therefore, it is necessary to
identify the sources of long-term and low-cost

funding through which the proposed innovative
bank will operate in Ukraine (Fig. 1).

In practice, the lending operations of the state-
owned innovation bank should be administered by
respective competent units (Fig. 2). The system of
separation of powers and responsibilities that ena-
bles the clear separation of control functions shall
be governed by the bank internal provisions.

As showed in Fig. 2, the basic unit that moni-
tors the targeted use of resources should be the
Security Committee. The unit that works di-
rectly with contractors, offers a range of services
for the industrial and technology parks is the
Operational Committee. The Advisory Council

Funding of Priority Industries from

Sector

Problems of present-day Ukraine

Creation of conditions
for the effective use of national capital

Pharmaceutical sector

Machine-building sector

At the beginning of 2013, the share of
Ukrainian-made pharmaceuticals ac-
counted for 21%, and that of imports
made up 79%.

The share of high-tech products amount-
ed to 0.32% [2].

At the beginning of 2013, the share of
counterfeit and substandard products to-
taled 69%. The physical depreciation of
fixed assets in the sector amounted to
41.3%, the moral one was 56% [2]. The
resource base is unbalanced (almost 70%
of the drugs is produced from foreign sub-
stances [2]), the certification of national
pharmaceuticals is limited.

The physical depreciation of fixed assets
in the sector was equal to 56.7%; the mor-
al depreciation totaled 59% [2].

The share of high-tech products amount-
ed to 0.22% [2].

1) public procurement and introduction of measures to protect the mar-
ket from similar foreign goods entering the domestic market through the
use of protectionist import duties;

2) state price control;

3) update of the range and improvement of the quality of pharmaceu-
ticals;

4) active implementation of an effective system for the protection against
counterfeiting;

5) temporary preferential tax regime for the pharmaceutical companies
with domestic capital (3—5 years);

6) gradual creation, with the state involved, of new full production cycle
businesses customized to the domestic market;

7) «transition» of individual research projects to «the patronage» of new
state enterprises;

8) review of international agreements with international organizations
in accordance with the national interests Ukraine

1) effective protection of the domestic market (for instance, introduc-
tion of import duty at a rate of 38% and temporary ban on the import of
outdated foreign equipment);

2) public procurement (use of public transport manufactured in Ukraine
to upgrade the urban infrastructure);

3) introduction of a reduction factor with respect to the corporate profit
tax and a multiplying factor with respect to the wages of workers em-
ployed in the machine-building sector;

4) introduction of strict and transparent examination of the technolo-
gies and equipment imported to Ukraine;

5) enhanced protection of intellectual property, information on issued
patents, certificates, and contracts.
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should be engaged in the assessment of prospects
and effect of implementation of science-intensive
technologies.

To increase the efficiency of the national bank-
ing capital it is necessary to meet the following
principles: 1) transparency (the prevention of
«politically motivated» allocation of funds and
the creation of the most transparent mechanism
for allocation of loans that enables the monitoring
of proper use of resources); 2) efficiency (when
making decisions on the loan it is necessary to
take into account the probable technological
changes, the development of related industries

and the socio-economic impact of the project).

the State-Owned Innovation Bank

It should be noted that the new bank should
have tax benefits for nine years: during the first
five years, it should not pay income tax at all; in
the sixth year, it pays 25% of the general rate; and
since the seventh year, it pays 50% of the rate.
The state has to come out of its long-term stra-
tegic interests rather than of short-term profit.
However, the success of the innovative bank is
impossible without good governance and trans-
parency. Therefore, it is necessary to introduce
administrative and even criminal responsibility
of officials for the targeted use of funds.

Inasmuch as the state-owned innovation bank
differs by its operations from the universal banks,

Table 1

Participation of innovative bank
in financing of the priority sectors

Possible risks

Socio-economic impact

The loans are issued for the following activi-
ties:

1) creation of new pharmaceutical compa-
nies and laboratories;
2) development of new equipment for the
pharmaceutical industry;
3) creation of original high-tech products for
the domestic market;
4) use of leasing schemes for the implemen-
tation of instruments and test equipment

The loans are issued for the following acti-
vities:

1) Creation of new facilities for generating
electricity from alternative sources, wind
and solar energy;

2) Upgrade of logistic framework of com-
mercially effective enterprises;

3) Introduction of energy saving technolo-
gies and equipment;

4) Creation of new businesses

zations

Economic, information, and legal
pressure from multinational phar-
maceutical corporations and inter-
national organizations, foreign funds

Economic and legal pressure from
trans-national
(TNCs) and international organi-

1) the most science-intensive industry that
has the best effect from the introduction of
new developments;

2) medical and pharmaceutical equipment
may be used to provide technical upgrade
and for provision of medical institutions
with domestic medicines and means of
medical treatment and diagnostic facili-
ties;

3) promotion of medication supply at ap-
propriate level

1) creation of job places, training of highly
qualified personnel;

2) Update of transportation facilities and
utility infrastructure of cities;

3) introduction of non-waste technology
cycles into the production, which has a
positive impact on the environment;

4) reduction of raw materials export

corporations
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Technological park

1. Making of agreement on joint activities between the
parties (corporations) (for instance, pharmaceutical
corporation and medical equipment manufacturer) and
universities (for example, engineering or medical
university) for the purpose of establishing a
technological park for implementation of knowledge-
intensive products and advanced technologies

Specialized
Innivation Bank

Transfer of accounts of all members of
the technological park to the state-
owned bank (concentration of assets)

2. Appointment of the managing party among the
members, which is responsible for planning and reporting

Opening of special account of the
technological park (enhanced control
over theefficiency of the use of funds)

3. Examination and registration of innovation projects
in accordance with the priorities approved. Issue of
certificate of state registration of the project for a period

When deciding on issue of loan it is
necessary to take into consideration
the effectiveness of R&D institutions
and actual performance results for
3—-10years

of upto 10 years

Issue of loan on the basis of loan
agreement and confidential agreement
signed by all members

Risk assessment, comprehensive
monitoring of progress, and control
over the operation of technological
park

Control over the use of funds from the
special account

—» | 4. Intensification of R&D activities of the technological park:
1. Inventor of team of inventors
- Adjustment | Statement of TOR
3 of terms - -
= and conditions Series of trials
5 of R&D
o assignment Practical results
)
=
S Substance, device, equipment
=]
St
2 Protection of product Application
% from unfair competition for patent
Z
Manufacturing application and sales

Profit = Income — Expenses

Issue of loans for upgrade of resource
base or leasing (laboratory equipment
for universities), as well as education
loans

Advisory services, including those
related to expansion and search of
new sales markets

Share in profit

Fig. 3. The role and importance of the newly established bank specialized in the development of technology parks

we recommend to set special prudential regula-
tions. Its activities should be limited (consumer
lending, speculative foreign exchange operations,
short-term lending of corporate entities). It is also
prohibited to perform transactions with T-bills
and other instruments of government loans. This
rule will prevent the indirect emissions when the
government issues bonds which are purchased by
the state bank that uses them as collateral for re-
financing loans from the National Bank.

In the author’s opinion, the most expedient
policy is to direct the capital to those prior-

ity projects that meet the national interests of
Ukraine and are expected to have significant sci-
entific, technical, and social effects, such as:

1) Creation of new equipment for light and
food industries using nanotechnologies;

2) Reorientation of industrial corporations to
the production of more resource-saving and en-
vironmental technologies that can improve the
quality of machines on the basis of the cutting-
edge computer design methods;

3) Development of functional materials tech-
nologies for laser and diagnostic medical equip-
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ment, creation of complex equipment for welding
of living cells in surgical operations;

4) Creation of a medical complex with power-
ful diagnostic center;

5) Introduction of new state-of-the art com-
posite materials and structures to facilitate the
improvement and update of facilities and re-
sources.

Today, in the above-mentioned areas, Ukraine
still has preserved a great scientific potential, but
the commercialization and socio-economic effect of
productsis very low. Moreover, Ukraine has a poten-
tially large domestic market, a branched agricultural
complex, rich and diversified natural resources, and
a favorable geopolitical location, therefore, it can
join the world leaders of innovative development.
However, it is necessary to create favorable condi-
tions for long-term financing of high-tech sectors.

The science-intensive and high-tech sectors
(Table 1) are connected to corresponding process

chains and are able to create a multiplier effect
on the growth of related industries and Ukraine’s
economy as a whole. For example, the pharmaceu-
tical industry is among the most attractive ones
for the bank, because even in the crisis, it brings a
stable income. The consistent implementation of
the steps for directing the banking, industrial, and
intellectual capital into the innovation-oriented
industries will refocus the national economy on
the production of high-tech products and will re-
duce the proportion of overseas sales of raw ma-
terials. In addition, the national budget will get
more tax revenues due to better environmental,
economic, and social conditions for activities in
the selected areas.

It isimportant to note that the innovation bank
shall issue loans for the implementation of viable
projects which can give rise to new success and
allow the industrial corporations or industrial
parks to use the new opportunities for their busi-

Table 2

Socio-Economic Impact of Issuing Loans to Technology Parks

Effect

Characteristics

Economic

tech sector of Ukraine;

1) significant neutralization of threats to the national security caused by the lack of interest of
banks with foreign capital to finance high-tech sector; investment of domestic capital to the high-

2) increase in the share of high-tech projects of technology parks;
3) widespread adoption of cost-effective and environment friendly technologies in production;

Science
and Technology

Social

4) improvement of the competitiveness of certain sectors of the national economy, creation of
conditions for economic growth;

5) high quality of works performed, insofar as in the case of poor sales the bank may suspend
lending (in the case of budget financing it is difficult to monitor the use of resources, since the
funds are allocated within the limit of budget year)

1) creation of new materials and devices in electronics, information technology, agriculture,
aviation, aerospace, military, radio communications, and molecular biology;

2) widespread introduction of modern equipment into industrial activities, gradual upgrade of
logistic framework of universities;

3) rapid development of nanotechnology, a new trend covering the fundamental research in
physics, chemistry, biology, and materials science;

4) implementation of biosensors in biological research laboratories

1) incentives for high-performance activities that have a positive impact on the morale of most
innovators;

2) new jobs, involvement of skilled Ukrainian experts, and financial incentives;

3) development of new scientific and research schools
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ness. Therefore, it is important to divide the bor-
rowers of the innovation bank into two groups.

The first group consists of the technology parks
of Ukraine. This group of borrowers can get loans
under the following conditions: during the first
five years, they should pay a fixed percentage of
25% of discount rate (existing at the time of the
transaction), and 80%, during the next period.
However, the amount of loan issued by the state-
owned innovation bank shall not exceed 75% of
the project cost.

On the one hand, issuing loans under such con-
ditions can be deemed an inefficient use of the na-
tional banking capital. However, it is necessary to
take into consideration the fact that the activi-

ties of technology parks are not a usual business.
These especially risky activities are for the sake
of not only the entity itself, but also of the state
as a whole, since they enhance the national sci-
entific and technical potential. In addition, the
technological parks contribute to the domestic
market, reduce dependence on imports, facilitate
increase in the export of high-tech competitive
products, create new jobs and allow the research-
ers and highly qualified specialists of Ukraine to
utilize their creative potential. The technology
parks are not purely commercial entities. They
play important socio-economic functions in the
state and lay foundation of «the new economy».
Undoubtedly, a specialized bank shall provide a

Table 3

The Advantages of Lending the Innovation Projects in the Social Sector by the Specialized Bank

Type / Objectives

Objectives of lending

Socio-economic impact

Innovative technologies
in medicine:

Production of advanced
diagnostic systems and
medical equipment by
Ukrainian technology
parks and new domestic
enterprises to upgrade
domestic resource and
production facilities in

health care field.

Innovative technologies
in ecology:

use of safe nanotechno-
logy-based purifiers of
water and land resour-
ces; technologies for re-
cycling; introduction of
environmentally friend-
ly equipment at enter-
prises

The state-owned innovative bank issues loans
for the following purposes:

1) creation of new enterprises manufacturing
diagnostic equipment (long-term loans);

2) development of new and safe information
system, new computer programs for getting
and processing the diagnostic images and ana-
lyzing the hidden and previously unavailable
data (short-term loans),

3) development of innovative equipment and
unique technologies that can be used for both di-
agnosis and medical treatment (long-term loans).

The state-owned innovative bank issues loans
for the following purposes:

1) creation of new corporations manufacturing
environmentally friendly products (medium-
term loans);

2) development of innovation in environmen-
tal protection equipment (cheap and unique
aseptic technologies for the manufacture of
foodstuff in accordance with high environmen-
tal standards, without preservatives and con-
taminants) or creation of new effective tech-
niques for the purification of outside (ambient)
air in the industry (medium-term loans).

Socio-economic effects

1) provision of health care institutions with do-
mestic advanced equipment;

2) computerization of all activities of the medi-
cal establishment and long-term saving of pa-
tient information on electronic cards;

3) computerization of laboratory tests;

4) creation of tele-medical centers and networks
to approach special medical care to any area
where it is required.

Socio-economic and environmental effects:

1) creation of favorable conditions for improving
the environmental situation in specific areas;

2) creation of framework for environment friend-
ly production of goods, against the background
of growing consumer demand for environmen-
tally safe products;

3) decrease in production costs of environmental
friendly corporations by reducing the consump-
tion of energy, water, raw materials, and aban-
donment of the use of non-renewable sources;

4) decrease in the amount of wastes of environ-
mentally friendly enterprises as a result of switch-
ing to the manufacturing processes based on in-
novative technologies
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Fig. 4. Framework for sustainable financing of high technologies in the country

wide range of services to Ukrainian technological
parks in order to help them successfully compete
in the market environment, especially at the early
stages of development (Fig. 3)

Lending the technology parks is an investment
in the future economic growth of the country
(Table 2).

As mentioned above, the creation of state-
owned innovation bank is aimed at earning a
maximum profit for the full satisfaction of socio-
economic and R&D needs of the state. Lending
the socially relevant areas is believed to be un-
profitable and inefficient business line for the
bank. However, the socially oriented projects can
generate high profit provided:

1) The priority areas for lending are chosen
properly;

2) The lending policy should be based on
transparent methods of banking processes aimed
at achieving a balance between profitability, risk,
and liquidity (Table 3).

Undoubtedly, the activities of Ukrainian tech-
nological parks should be guided to the devel-
opment of advanced technologies in the field of

ISSN 2409-9066. Sci. innov. 2015, 11(2)

83

energy, environment, health, and information.
Particular attention of domestic technology parks
should be given to nanotechnologies, since they
allows to the researchers and engineers to do pur-
poseful manipulations at the atomic and molecu-
lar levels. Integration of technologies is based on
«the unity of the nature at the nanoscale.» The
nanoscale is usually referred to the range be-
tween 0.1 and 100 nm where complex molecules
are compounded, the components of living cells
are combined, and the smallest components of
computer memory and processors are artificially
created [3]. It is an important fact that, today, the
close link between nanotechnologies and other
sciences becomes more and more obvious. The use
of nanotechnology ensures success in production
and creates wide technological preconditions for
new directions of research. The nanotechnology
achievements give impetus to the further devel-
opment of medicine [4—6], ecology, and pharma-
cology [7-10]. In addition, the nanotechnology
ensures progress in engineering, food industry
(new types of food and methods for food preser-
vation), and agriculture (increase in yield).
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The second group of borrowers are profitable
industries that are important in terms of macr-
oeconomic impact, but are privately owned. This
category of borrowers is recommended to be
provided with loans against shares to an extent
that allows the state to control (50% of shares)
or to block (more than 25%) their activities. This
approach will provide for the efficient use of al-
located funds. In addition, the corporations and
institutions that borrow funds shall shift all their
accounts to the innovative bank. To this group of
borrowers it is necessary to apply a mix of fixed
and floating interest rates. During a certain part
of the loan period, the borrower pays a fixed in-
terest rate, and during the rest one, it repays loan
at a floating rate (for example, at the stage of
commercialization of high-tech products).

To summarize, it should be noted that the cre-
ation of innovative bank in the short or medium
term (3—5 years) without appropriate macroeco-
nomic framework is not a sign of the effective-
ness of approaches to economic reforms. Thus,
under the current arrangements for funding the
R&D expenditures, which are regulated by the
budget law (in particular, the Budget Code of
Ukraine as revised in 2010), there is a mecha-
nism called «subvention», i.e. the public-pri-
vate partnership. In addition, there is the State
Regional Development Fund to which, at least,
1% of expected revenues of general fund of the
National Budget is transferred annually.

There are many other institutions, but resourc-
es are dispersed among many structures and do
not generate any positive results for the national
economy. Therefore, in a long-term period (7—12
years), it is proposed to concentrate all resources
and to assure their transparent use in one finan-
cial institution, the state-owned innovation bank.
This will prevent the duplication of functions of
various institutions and organizations.

At the same time, it is necessary to create not
only a specialized institution, but also the most

84

favorable conditions for the development of hu-
man resources and the support of basic and ap-
plied research in many sectors (see Fig. 4).

As showed in Fig. 4, the financial resources
invested in the domestic manufacturing sector
contribute to the development of intellectual po-
tential. This, in its turn, gives impetus to the im-
plementation of innovations in the form of more
advanced tools, technologies, and equipment.

Summarizing the results of the research de-
scribed in this article, it is necessary to conclude
that the creation of specialized innovative bank
for lending the technology parks and innova-
tion-oriented domestic corporations will not
only increase the competitiveness of the nation-
al economy, but also assure the financial stabili-
ty in Ukraine.
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LB. Dinonosa

Binnumpknit iHCTUTYT KOHCTPYIOBAaHHS
oniATYy 1 MATPUEMHUITBA, Binnuisa

[TEPCIIEKTMBM CTBOPEHHA
CIIEHIIAJIISOBAHOTIO
THHOBAIIIMHOTO BAHKY B YKPATHI

O6rpyHTOBaHa HEOOXIIHICTH CTBOPEHHS B YKpaiHi crielri-
aJ1i30BaHOTO IHHOBALIHHOrO GaHKY. PO3riIsAa0Thest OCHOBHI
HANpPsIMKU I€PKaBHOI TATPUMKKM PO3BUTKY Ii€l GaHKiB-
CbKOi YCTaHOBM.

Knrouoei croga: crienianizopanuii iHHOBAIliHHNN GaHK,
Jlep:KaBHA MiATPUMKA, HAHOTEXHOJIOT11.
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U.B. Qunonosa

BuaHUTIKNIT HTHCTUTYT KOHCTPYUPOBAHUS
OJIEeXK/IbI U TIPEATIPUHUMATENLCTBA, Bunnuma

[NEPCIIEKTUBBI CO3JAHMA
CIIEIMAIN3NPOBAHHOTO
NHHOBAIIMOHHOI'O BAHKA B YKPANHE

O6ocHOBBIBaETCS HEOOXOANMOCTD CO3AHNsT B YKpanuHe
CTIEIUAN3UPOBAHHOTO WHHOBAIMOHHOTO Ganka. Paccma-
TPUBAIOTCSI OCHOBHbIE HAIIPaBJIEHUSI TOCY/IaPCTBEHHON I10-
JUIEPKKU PA3BUTHUST 3TOTO GAHKOBCKOTO YUPEK/IEHHS.
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