Enexmponnuii scypnan «/lepycagne ynpasninna: yOOCKOHANEHHA MA PO36UMOK) 6KIIOYEHO 00
nepeniky Haykogux (axoeux eudand YKpainu 3 numanb eKOHOMIKU

(Kamezopia «b», Haka3 Minicmepcmea oceimu i nayku Ykpainu Ne 1643 ¢io 28.12.2019).
Cneuianvnicmo — 281.

Jepocasne ynpaeninna: yoockonanenna ma pozeumok. 2022. Ne 8.

DOI: 10.32702/2307-2156.2022.8.7
UDC 351.863:001.895(477)

1. Vavdiichyk,
PhD in Economics, Associate Professor,

State University of Trade and Economics, Kyiv, Ukraine
ORCID ID: 0000-0002-2787-0327

INNOVATIVE SECURITY OF UKRAINE IN THE CONDITIONS OF
EUROPEAN INTEGRATION

1. M. Baesoinuux,
K. e. H., 0oyeHm, 0oyeHm Kageopu eKoHOMIKU ma PiHaAHCI8 nionpuemMcmaa,

Jeporcasnuii mopeogenbHo-eKOHOMIYHUU YHIgepcumem

THHOBAIIMHA BE3IIEKA YKPATHH B YMOBAX
€BPOIHTEI'PAIIIL

The article examines the essence of innovative state security, reveals its main
components and implementation mechanism. The author has proven that Ukraine's
need to restore the economic platform for further prospects of worthy inclusion in the
commonwealth of European countries requires the construction of its own model of
socio-economic space based on economic security, an important component of which
is innovative security. The characteristic conditions that must be taken into account
in the process of developing measures to increase the level of innovative safety have

been studied. The position of Ukraine in international ratings reflecting the state of



innovative activity in Ukraine is outlined. The positions of Ukraine in international
rankings testify to the existence of an ineffective mechanism for the introduction of
innovations in the sphere of economic activity, insufficient level of state support for
innovative projects and their financing, minimal use of opportunities provided by the
Association Agreement between Ukraine and the EU, especially regarding scientific
and technological cooperation, development of entrepreneurship and industrial
policy. The current state of innovative activity in Ukraine was studied according to
such indicators as the costs of carrying out scientific research and development, the
introduction of innovations at industrial enterprises, the sources and structure of
financing the innovative activity of Ukrainian industrial enterprises. The main threats
to Ukraine's innovation security are the low level of innovation in industry, which
should play a driving role in the recovery of the economy, insufficient funding for the
innovative development of medium-sized and small businesses, and the low level of
protection of intellectual property rights. The direct interest of the business
environment in updating and expanding the production base on a new technological
basis is an organic desire of the state to strengthen and increase its defense
capability and high status in the geopolitical space of the European Union. An
important condition for this is the significant activation of innovative activity of all
participants of economic interaction, real motivation for generating an innovative
initiative, development of mechanisms for its implementation. As measures
contributing to the strengthening of the innovative security of the state, the following
have been singled out: stimulation of the development and implementation of
innovations, promotion of modernization, development of international cooperation
in the field of innovations. The author used such scientific methods as methods of
logical generalization, abstraction and formalization, synthesis and analysis,

induction, analogies, etc.

Y ecmammi Oocniosceno cymuicme inHo8ayiliHOT Oe3nexu 0eparcasu, po3Kpumo
il ocHoBHI cKknadoei ma mexawizm peanizayii. Aemopom 006edeHo, wo nompeba
Vikpainu y 6i0H061€HHI eKOHOMIUHOI naamgopmu  3a0Js1 NOOANLUUX NEePCHEeKMUB

2IOH020  BKIIOUEHHS V CNIBOPYIHCHICMb €BPONEUCLKUX KPaiH eumazae no0y0osu



6l1ACHOI MoOeNi  COYIANbHO-eKOHOMIYHO020 NPOCMOPY HA 3acadax eKOHOMIUHOL
Oe3neku,  8AMNCIUBOIO CKIAO0BOIO AKOI € IHHosayiuna Oesnexa. [ocniddceno
Xapaxkmepti ymMo8u, aKi nompioHo 8paxosyeamu, 8 npoyeci po3pooKu 3ax00ié ujo0o
nioguwenHs piens iHHosayiunoi Oeznexu. Okpecieno nosuyiro Ykpainu y
MIJICHAPOOHUX pelimuHeax, sKi 8i000padcaromv CmaH [HHOBAUIUHOI OiIbHOCMI 8
Vipaini. Tlo3uyii Ykpainu y MidcHapoOHUX petimuHeax 3aceiouyioms HAsS8HICMb
Hee(heKMUBHO20 MeXaHisMy B6NpOBAONCEHHs I[HHOBayil Yy cgepy eKOHOMIUHOT
OISIbHOCMI;, HeOOCMAMHIU PiBeHb 0epIAHCABHOI NIOMPUMKU THHOBAYIUHUX NPOEKMIi8
ma ix QiHancy8amHs, MIHIMAIbHE BUKOPUCMAHHA MOMCIUBOCMEU NnepeddayeHux
Yeoooro npo acoyiayito mixe VYkpainoro ma €C, ocobauso wjooo HayKoso-
MEeXHOI02IYHO20 CNIBPOOIMHUYMEA, PO3BUMKY NIONPUEMHUYMBA MA NPOMUCTIOBOT
nonimuku. J{ocnioxceHo cyyacHuti cmau iHHO8ayiuHol OisnbHocmi 6  YKpaini 3a
MaKkumMu IHOUKamopamu 5K eumpamu HA 6UKOHAHHA HAYKOBUX OOCHIONCEHb |
PO3POOOK, 8NPOBAONCEHHS IHHOBAYIU HA NPOMUCIOBUX NIONPUEMCMBAX, Oxcepeld
ma cmpykmypa DiHaHCY8aHHA [HHOBAYIUHOI OIANbHOCMI YKPAIHCOKUX NPOMUCTIOBUX
nionpuemcms. OcHoO8HUMU 3a2po3amu  IHHOBaYiUHIl Oesneyi YKkpainu euzHaueHo
HU3bKUL pi6eHb THHOBAYIUHOCMI NPOMUCTIOBOCE AKA MAE 8i0i2pasamu pyuliliHy poib
YV BIOHOBNEHHI eKOHOMIKU, HeOOCMAMHICb (IHAHCYBAHHS THHOBAYILIHO20 PO3GUMKY
RIONPUEMCE CEPeOHbO20 Ma MAlo2o OIi3Hecy, HU3bKULL pIiGeHb 3axucmy npas
inmenexmyanvnoi  énracHocmi. Ilpama  3ayixaénenicmo NIONPUEMHUYBLKO20
cepeoosuUya OHOBIIBAMU, POWUPAMU HA HOBIUl MEXHON02IYHINl OCHOBI 8UPOOHUYY
basy € Op2aHIYHUM NPACHEeHHAM O0epicasu 3MiyHoeamu 1 nidsuwyyeamu
000pOHO30amMHICMb  Ma BUCOKY CMAMYCHICMb Y  2€0NONIMUYHOMY NPOCMOPI
€sponeticokoco Cor3y. Baoxcnusoro ymogorw 0aa yb020 € cymmeea axkmusizayis
[HHOBAYIUHOI  OISIIbHOCMI  8CIX  YYACHUKIB eKOHOMIYHOI  83aEMOO0Ii, peanbHoi
MOmMuUBayii 2eHepy8aHHs  IHHOBAYIUHOI IHIYiamueu, po36UMK)Y  MeXAHIZMI8 ii
peanizayii. B saxocmi 3axo0ie, wo chpusioms HOCUNEHHIO [IHHOB8AYIUHOI Oe3nexu
oepacasu BUOKPEMIEHO  HACMYNHI: CMUMYTIO8AHHA PO3POOKU 1 6NPOBAONCEHHS
[HHOBAYIU, CNPUSHHA MOOEPHI3ayii, PO36UMOK MINCHAPOOHO20 CHIBPOOIMHUYMEA )

eanysi iHHogayit. Aemopom 0Y10 GUKOPUCMAHO MAKI HAYKOBI Memoou 5K Memoou
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FORMULATION OF THE PROBLEM

The strategic task of achieving the recovery of Ukraine's economy, bringing it
to the level of the developed countries of the world, can be achieved only under the
conditions of the restoration of innovative security. The formation of an adequate
system of motivation and stimulation of innovative activity of business entities
requires the consolidated efforts of theoreticians, practitioners, analysts, legislators
and the public administration. The direct interest of the business environment in
updating and expanding the production base on a new technological basis is an
organic desire of the state to strengthen and increase its defense capability and high
status in the geopolitical space of the European Union.

ANALYSIS OF RECENT RESEARCH AND PUBLICATIONS

Many modern scientists direct their research in the direction of prerequisites
for the development of innovative security. In most modern scientific studies of this
problem, they are aimed at revealing the essence and main components of innovative
safety, tools for assessing its level, means and criteria for diagnosing the condition.

The justification of the theoretical and applied aspects of innovative security of
the state, conceptual principles and methods of ensuring innovative security,
assessment of its effectiveness taking into account the state of the economy of
Ukraine is carried out in a monograph edited by P.M. Koyudy [1].

Yes, in the monograph edited by S.A. Davymuki "Innovative development of
enterprises in the field of trade: world trends and practice in Ukraine" considers the
main components of investment policy in the field of trade according to the

innovative vector [2].



The main aspects of the development of innovative security of the national
economy, threats to the innovative security of the national economy and proposals for
their elimination are considered in the article. 1.O. Akhnovskaya [3].

Yu.V. Krasnoshchokova considers the innovative security of the enterprise as a
guarantee of competitiveness in the conditions of European integration, examines the
conditions that will allow to increase the possibilities of creating and using
innovations. The introduction of innovations, in turn, contributes to the production of
competitive products at the level of world standards [4].

Yu.G. Neustroev's article is devoted to the justification of the need for
innovative development of the Ukrainian economy in order to increase the level of its
economic security, to the study of the connection between innovation and the
competitiveness of Ukrainian products. [5].

Maslak O.O. investigates innovative security both at the enterprise level and at
the regional level [6]. Innovative security is considered both at the enterprise level
and at the regional level and is aimed at using the scientific and technical potential,
increasing the opportunities for creating and commercializing innovations, etc.

Although, despite the validity of many studies, the issues of the essence of the
innovation process, sources of its financing and directions for improving innovation
security have certain characteristics for each country, and are not static, especially in
modern conditions in Ukraine.

FORMULATION OF THE GOALS OF THE ARTICLE

The purpose of the article is to determine the prerequisites and reserves for the
improvement of innovative security, the means of ensuring it based on a state study,
the sources of recovery in modern conditions in Ukraine, positioning according to the
main indicators of the global evaluation space.

MATERIALS AND METHODS

To achieve the goal, general scientific methods were used, including methods
of logical generalization, abstraction and formalization, synthesis and analysis,
induction, analogies, etc.

PRESENTATION OF THE MAIN MATERIAL OF THE STUDY



Ukraine's need to restore the economic platform for further prospects of worthy
inclusion in the commonwealth of European countries, building its own model of
socio-economic space, can only be realized if innovative security is observed. An
important condition for this is the significant activation of innovative activities of all
participants of economic interaction, the real motivation for generating innovative
initiatives, and the development of mechanisms for its implementation.

At the current stage of development of economic thought, the most relevant
component of economic security is innovative security. Because it is the innovative
orientation of the national economy that is the key to the development of a modern
state. Innovative security is the most important component of the economic security
of the state. At the same time, it is a complex multifactorial category that ensures the
ability of the national economy to constantly reproduce and spread new knowledge in
order to meet the needs of society in a balanced way at a certain level, which ensures
the protection of national interests, resistance to internal and external threats, the
ability for sustainable development, leads to improvement socio-economic processes
and promotes the development of scientific and research activities [3].

The innovative vector of development determines the dynamics and quality of
the progressive movement of the economy of Ukraine, strengthening in turn the
potential of economic security. For the economy of Ukraine, ensuring stable rates of
economic growth is possible only under the condition of dominance of the innovative
model of economic reform.

In particular, L.M. Zabrodska believes that the modern model of economic
growth, which is based on an innovative type of development, requires effective
stimulation of innovations, a new financial and credit policy, the development of
science-intensive industries and the reduction of nature-exploiting industries - at the
macro level; changes in the type of entrepreneurial activity, active involvement in the
production of small and medium-sized businesses - at the micro level [7].

Even in the pre-war period, Ukraine was characterized by political and
economic instability, a weak state policy in the face of internal and external threats,
insufficient stimulation of the development of the industrial base.

Achieving the country's economic recovery depends primarily on increasing



the technological level of the economy's production potential. This is a long-term and
systematic process that requires long-term investment, justification of the state
strategy of economic development. The innovative vector of the national economic
development strategy is possible only under the condition of state support.

Granting Ukraine the status of a candidate for the EU opens up new
opportunities for Ukraine. However, Ukraine must become a full member of the EU
and meet the established requirements.

The high innovation potential of the EU is one of the most powerful and
motivating factors for Ukraine's European integration choice. This confirms the
success of the Baltic countries: in particular, Estonia, in terms of the level of
innovative development, has already reached the average indicators of the
Netherlands, Austria and exceeded the indicators of Denmark and France [8, 136p.]

Important indicators of the state of innovative security are the position of
Ukraine in the relevant international ratings.

Assessment of the level of development of innovative sectors of the economy

of different countries is provided by the Global Innovation Index.

Table 1. Ukraine's position in international rankings in 2017-2020

Indicators 2017 2018 2019 2020
Global Innovation Index 50 43 47 45
Bloomberg Innovation Development 46 46 53 56
Index

Global Competitiveness Index 85 81 83 84
European innovation scoreboard 35 36 36 33

compiled according to the data [9]

The global innovation index provides indicators on the innovative development
of individual countries and the world economy. The index consists of 80 indicators
that examine a wide range of issues, including the political environment, education,
infrastructure and other aspects of business. In 2020, Ukraine's position among the
studied countries improved: from 47th place in 2019 to 45th place in 2020.

According to the innovation rating compiled by the Bloomberg agency, in 2020

Ukraine fell 3 places compared to 2019. Ukraine received the fewest points for the




field of intensive high-technology and for the activity of patent activity.

Ukraine's position in the global competitiveness index dropped from 83rd in
2019 to 84th in 2020.

The innovation index of the European Innovation Scoreboard allows to
evaluate the results of the implementation of the innovation policy based on 27
indicators. This approach makes it possible to compare the innovative activities of the
countries of the European Union, the candidate countries for joining the EU and some
other countries. In 2020, Ukraine's position in the European Innovation Scoreboard
improved - Ukraine moved up 3 places.

The positions of Ukraine in international rankings reflecting the state of
development of innovative activity testify, on the one hand, to the presence of a high
level of scientific potential, which is the basis for the production of innovations,
scientific developments, new equipment or technology, etc. But, on the other hand, a
whole spectrum of problems is clearly demonstrated: the presence of an ineffective
mechanism for the introduction of innovations in the sphere of economic activity and
further commercialization; insufficient level of state support for innovative projects
and their financing both from the state budget and at the expense of private investors;
minimal use of opportunities provided by the Association Agreement between
Ukraine and the EU, especially regarding scientific and technological cooperation,
development of entrepreneurship and industrial policy [10].

Compliance of Ukraine's economy with the high level of development of
European countries, as a candidate for EU membership, can be achieved in the long
term only on the basis of innovative transformation.

The state of innovative activity in Ukraine is difficult to consider satisfactory.
Despite the presence of significant scientific potential and experience in the creation
of technologically complex products, the country loses its position in the markets of
high-tech goods and services, which are developing most dynamically in the modern
world, from year to year. The idea of an economy based on knowledge, the driving
force of which is innovation, has been largely discredited in Ukrainian society due to
inefficient and inconsistent actions of the authorities and the announcement of

measures that were never implemented [12, p.8].



Table 2. Threats of innovative security and ways to minimize them

Threat type

Signs of manifestation

Ways of reduction or elimination

Production

1. Weak development of
innovative infrastructure
and a low level of
technology transfer

2. Lack of a systematic
approach to the
development of the
innovative sphere.

3. Physical destruction of
innovative infrastructure
objects as a result of
military operations.

1. Development of dual purpose
technologies. 2. Stimulate the creation of
technologies that are competitive on world
markets and can become the basis for the
formation of an innovative economy.

3. The potential of developing the domestic
market of high-tech products.

4. Stimulate the development of
information and communication
technologies.

Resource

1. Migration of scientists an
d specialists.

2. Aging of scientific shots.
3. An insufficient amount of
specialists is from innovati
ve activity.

4.Insufficiency of sourcing.

1. To promote the remuneration of labour
in scientific and innovative spheres.

2. To create terms for storage of scientific
work.

3. To attract greater sponsorship of innovat
ive activity through expansion and increase
of international cooperation.

Infrastruct
ural

1. Physical destruction of
innovative infrastructure
objects as a result of
military operations.

2. Not enough defense of rig
ht of intellectual ownership.

1.Coordinations between the organs of man
agement an innovative sphere and clearly t

o execute state strategies and programs.

2. Development of state partnership is in an
innovative sphere.

3. To carry out the system monitoring of in
novative strength security and analysis of t

hreats.

External
economic

1. Lag of Ukraine is in deve
lopment of innovative
safety.

2. Dependence 1s on an imp
ort.

1. Participating is in international co-
operations and innovative projects.
2.To stimulate the innovative-
directed foreign investments.

complemented by an author after [11]

Research and development expenses decreased from UAH 17,254.6 million. in

2019 up to 17,022.4 million hryvnias. in 2020 (Table 3) and this trend will continue

to increase in connection with the conduct of hostilities on the territory of Ukraine.

Starting from 2019, there is also a reduction in the share of R&D expenses as a




percentage of the gross domestic product, which in 2020 is only 0.41% of the gross

domestic product.

Table 3. Costs of scientific research and development

by types of work for 2017-2020

Indicators 2017 2018 2019 2020
Costs for carrying out .sc.lentlﬁc rqsearch and | 13379,3 | 16773,7 17254.6 | 17022.4
development - total, million hryvnias
including for execution
of fundamental scientific research, million | 2924.5 | 3756,5 | 3740,4 4759.0
hryvnias ’
of apphed scientific research, million | 3163,2 | 3568.3 36357 | 3971.4
hryvnias
of scientific and technical (experimental) | 7291,6 | 94489 | 9878.5

o . 8792,1
developments, million hryvnias
The share of expenditures on scientific | 0,45 0,47 0.43 0.41
research and development in GDP, % ’ ’

compiled according to the data [13]

The share of R&D expenditures in GDP in the EU countries (according to 2019
data) averaged 2.2%. It was higher than the average in Sweden — 3.4%, Austria —
3.19%, Germany — 3.18%, Denmark — 2.96%, Belgium — 2.89%, Finland — 2.79%,
France — 2 .19%; smaller - in North Macedonia, Romania, Malta, Latvia and Cyprus
(from 0.37% to 0.64%) [14].

Therefore, the domestic knowledge intensity of the gross domestic product is
five times less than the average value of this indicator for EU countries, not to
mention the leading countries with a knowledge intensity of 3% or more. That is,
Ukraine can compete only with countries that are not suppliers of new technologies
or products with a high degree of added value.

Despite the slight increase in the number of industrial enterprises that
introduced innovations in 2020, their specific weight in the total number of
enterprises remains quite low - only 14.9%. Also, the share of the volume of sold
innovative products (goods, services) in the total volume of sold products (goods,

services) of industrial enterprises remains consistently low - 1.9% in 2020.




Table 4. Implementation of innovations at industrial enterprises

of Ukraine for 2017-2020

Indicators 2017 2018 2019 2020

Share of the number of industrial enterprises | 14,3 15,6
that introduced innovations (production
and/or technological processes) in the total
number of industrial enterprises, %

13,8 14,9

The number of types of innovative products | 2387 3843 2148

(goods, services) introduced in the reporting 4066
year, total units

of them

new for the market 477 968 418 691

implemented machines, equipment 751 920 760 647

The share of the volume of sold innovative | 0,7 0,8 1,3

products (goods, services) in the total volume
of sold products (goods, services) of
industrial enterprises, %

1,9

compiled according to the data [13]

This situation is due to systemic problems that have existed in the industry for
the past decades. In particular, the lack of modernization, low level of innovation
implementation, low level of capital investments, high level of wear and tear of fixed
assets. As a result, the gradual loss of Ukraine's position as a country that can create
competitive products. The loss of the leading industrial branches undermined the
basis of the development of the related enterprises of machine tool construction, tool
production, metrology, material science, and industrial chemistry. Increasing the level
of innovative security of Ukraine requires, among other things, re-equipment with the
application of innovations of many enterprises, changes in production technologies,
improvement of management methods, etc.

The ability to finance the innovative activities of industrial enterprises is

important for ensuring innovation security.




Table 5. Sources and structure of financing innovative activities of

Ukrainian industrial enterprises in 2017-2020

Indicators 2017 2018 2019 2020
Innovation costs 9117,5]12180,1 | 14220,9 | 14406,7
including:

own funds of enterprises 7704,1 | 10742,0 | 12474,9 | 12297,7
in % to the total volume of innovation costs 84,5 88,2 87,7 85,4
state budget funds 227.3 | 639,1 556,5 279.5
in % to the total volume of innovation costs 2,5 5,2 3.9 1,9
funds of non-resident investors 107,8 | 107,0 42.5 1253
in % to the total volume of innovation costs 1,2 0,9 0,3 0,9
funds from other sources 1078,3 | 692,0 | 1147,0 | 1704,2
in % to the total volume of innovation costs 11,8 5,7 8,1 11,8

compiled according to the data [13]

The largest share of financing innovative activity of Ukrainian industrial
enterprises is accounted for by the enterprises' own funds (85.4% in 2020), the
smallest - by non-resident investors' funds (0.9% in 2020). Borrowed and involved
sources of investment support for the enterprise include: investment loans from
banks, targeted financing, targeted state credit, grants, credit lines from international
financial institutions. State financing of innovative activities of Ukrainian industrial
enterprises is quite insignificant and amounts to 1.9% in 2020. And in the near future,
the volume of state funding will decrease due to the conduct of military operations on
the territory of Ukraine.

The economic policy of the state as a whole and of an individual enterprise in
the difficult conditions of war cannot be based on the basis of effective use of the
existing innovation potential, on its development, including through strengthening the
role of scientific research, project development and their commercialization. In turn,
it is possible for the economy to enter the path of sustainable development under the
conditions of ensuring innovative security. Threats to the innovative security of
Ukraine are primarily military actions on the territory of Ukraine, a low level of
innovation in industry, which should play a driving role in the recovery of the

economy, insufficient funding for the innovative development of medium-sized and




small businesses, and a low level of protection of intellectual property rights. In
Ukraine, there are currently no conditions for the formation of an innovative
development model. The following measures contribute to the priority measures of
strengthening the innovative security of the state: ensuring the priority of innovative
development, stimulating the development and implementation of innovations,
promoting modernization, and developing international cooperation in the field of
innovations.

Mechanisms for the implementation of innovation policy in Ukraine, as a rule,
suffer due to insufficient attention of the state authorities specifically to innovation
policy. Legislative acts on innovation support in many cases have a lower priority
compared to some other regulatory acts of the state. This leads to the blocking of
innovative initiatives. This adverse development created a gap between science,
education and economy. It is necessary to improve the legislative support and
strengthen the mutual coherence between the main legislative acts of Ukraine
regulating activities in the innovation sphere. The formation of an innovative
development strategy involves radical shifts in Ukraine's development paradigm and
corresponds to the purposefulness of Ukraine's transition to the European path of
development. A necessary prerequisite for this is the development of an appropriate
state strategy [12].

In the conditions of globalization, international partnership is becoming more
and more important for the positioning of Ukraine on the world market of high-tech
goods and services. The attraction of foreign investors to the development of the
domestic innovation sphere and the use of opportunities for Ukraine's participation in
innovation programs, in particular those implemented by the European Union, are
especially relevant for Ukraine in modern conditions.

CONCLUSIONS

The current stage of development of many countries, including Ukraine, is
connected with the need to transition to an innovative model of economic
development. In order for the country to take a prominent place among developed
European states, special attention should be paid to innovative security. Recovery of

the Ukrainian economy is possible only on the basis of an innovative model of



economic development. This is a very complex process and requires a systematic
approach and a clear justification of priority measures, taking into account the

influence of external environmental factors.
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