Komanga «Mu MokeMO BcCe»

We swim with the lions, and put

heads in the dolphin mouth!

(Mu mi, wgo nnasaroms i3 1esamu ma
20moei noKkaacmu 20106y y nawy oeav@iny!)

Komu M mnoGauuny OrojiomieHHss MpO KOHKYpC Ha BeO-caldTi HaIIoro
yHiBepcuTeTy, OyB caMuil Mo4yaTok Bedyopa. Kaxydw BiIBEpTO, MU HE MOyXE YacTo
3aX0JIMMO Ha III0 CTOPIHKY, aJie B TOM JIeHb y Hac OyJIo IepeadyTTs, 1110 MA€ TPAIUTUCS
moch wmikase. Ilicms Toro o3HallOMIIEHHS 13 yMOBaMH KOHKYpCY pilleHHS OyJio
npuiiasaTo. OTOX, MU O€peMO y4JacTh!

Mu Oynu 030poeni 2 HoyTOykamu, 4 pydykamu, ACKUIbKOMAa KHUTaMH 3
€KOHOMIKHM, KUIbKOMa HAyKOBUMHU poOOTaMu N0 MpoOJieMaM I1HTEJIEKTyaJbHOl
BJIACHOCTI, BEJIMYE3HUM OakaHHSM I[EPEMOITH Ta BEJIMKOIO KUIBKICTIO Mamepy.

Crouatky 37aBajocs, 1o MepeMorTy Oyze Jerko, TOMY 10 MH BKe Opaju y4acTb
B PI3HMX MDKHAPOJAHUX KOH(EPEHIISX, pI3HOMAHITHUX KOHKYpCaX B 1HIIMX MICTax Ta
BUITYCTHJIM 3 I[LOTO MPUBOJY OaraTo myOuikaiiid. Aje 3apa3 MU Majd CEpHO3HO
nomnpairoBatu. He Te, mo6 1ie 6yso )XKUTTEBO BXKIMBHUM JUIA HAC, ajie BU 3HAETE, AKIIO
BU OJIMH pa3 Opaiu ydacTb y 4OMYCh MOAIOHOMY, BU HE 3MOXKETE 3yNMUHUTHCS. Tomy
HaIlle BIIHOIICHHS JIO CIIPaBH OYJI0 ,SK 1 3aBXK/IU, JIHCHO CePHO3HIM.

Hama xomanga cknagaerbes 13 m'sty yapiBHux AiByat. lle Bionerra XKapkux,
H3epacca bacaeBa, [liana Maitmeckyn, Xenen TysHiieBa Ta €Brexis Manaxiu. Yci Mu

€ ctyneHntamu OJ1eChbKOTro HaIllOHAIBHOTO €KOHOMIYHOTO YHIBEPCUTETY.



Innovative Development: A Scenario for Ukraine

The world economy of today has come close to turning a new page of its
economic development. Nowadays, intangible assets are a real basis for economic
development, so protection of intellectual property rights is of primary importance. The
economic history of developed countries has taught us all a valuable lesson that
implementation of innovations is very urgent for the social and economic growth and
competitiveness of a country. The principle of innovative development was publicly
announced in the Strategy of the Innovation Development of Ukraine in 2010-2020
under the Conditions of Globalization Challenges. In addition to forming effective
implementation mechanisms, this Strategy requires state-level protection of intellectual
property as a basis for further successful innovation development.

Best international practices have convincingly demonstrated that the institute of
intellectual property in its advanced stage is of extreme importance for stimulating
intellectual work. Most countries regulate the relations in the area of intellectual
property by enforcing the copyright and patenting laws. In this respect, Ukraine has
wisely joined the majority. As of today, our country has all necessary regulatory
documentation to tackle the problem and to ensure adequate protection of intellectual
property. There are, however, serious problems with regard to ‘real-life’ enforcement of
existing laws. On top of that, Ukraine has virtually no legislative support for sectors that
are oriented toward stimulation and commercialization of innovation. The legal basis
for regulating scientific, technological, and innovative development has gaps with
regard to formation of innovative venture capital funds, general stimulation of
innovation policies, spending on scientific research and development, implementation
of policies that define innovation priorities for the government, etc.

The following trends demonstrate the general impact of intellectual property items on

the country’s economy:

1. Development of patenting legislature stimulates scientific research.

2. Patent databases enhance and simplify the process of technology transfer,



and also help to generate direct foreign investment into the country.

3. Patents are seen as innovation catalysts.

4. For patent owners, commercialization of their patents generates extra profit.

Large benefits will go not only to the companies that use intellectual property, but
also to the state itself. According to statistical data published on the website of the State
Intellectual Property Service of Ukraine, over the past period of 2012 aggregate
revenues from issuing patents on inventions, utility models and industrial designs
exceeded UAH 35.3 million, the largest share (approximately UAH 33.4 million) being
annual patent fees. Other fees (the application fee, the qualification expertise fee, and
the fee for ‘patent granting’ publication) totaled to approximately UAH 1.8 million. The
total sealing fee amount was UAH 146 thousand.

To determine potential changes, it is necessary to analyze the contribution of
knowledge-based and innovative industries to the total GDP. According to calculations
made for mature economies, the specific weight of the production volume of these
industries is almost 50%, (while it is only 3%-6% in Ukraine). The main reasons for that
are a small percentage of companies that implement innovation, lack of proper
motivation and conditions for such implementation, the low foreign patenting level of
Ukrainian intellectual property assets, and a certain disparity between the results of
licensing and the existing scientific and technical potential. Fig. 1 shows the diagram of

GDP amounts and total sales of innovative products for the 2005 - 2011 period.



2500000

@ GDP
y = 4003,3x3 - 46899x2 + 294113 + 165571
2000000 20,9600

S 1500000 ¥ Total Sales
= of
E Innovative
S 1000000 Products

500000 3 18,39x3 - 8510,1x2 + 34170x - 3467,3

R2=0,6762
0 M

2005 2006 2007 2008 2009 2010 2011
Years

Fig. 1. GDP Volume and Total Sales of Innovative Products for 2005 - 2011, in UAH million.

It follows that throughout the whole researched period, the percentage of sales of
innovative products did not exceed 6% of GDP. In addition, this percentage was on the
decline. In 2005, the percentage of sales of innovative products in the total GDP was
5.7; the same percentage was only 3.2 in 2011. According to forecast, in 2013 the
prognostic level of GDP will reach UAH 1,932,174.7 million, with the total sales
volume of 87,420.91 million.

Industries based on intellectual property assets are able to generate a large amount
of jobs. Fig. 2 shows the share of specialists in scientific and technical research as

percentage of the total employment in Ukraine for the 2005 - 2010 period.
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Fig. 2. Share of Specialists in Scientific and Technical Research as Percentage of the Total Employment
for 2005 - 2010.

Therefore, throughout the whole researched period, the share of specialists in
scientific and technical research as percentage of the total employment was below 1%.
In addition, the number of such specialists goes down on an annual basis.
Providing proper legal protection of intellectual property assets is very important for
their financing. However, financing of innovation activities is on the decline, including
industrial financing. For example, on the average UAH 10.34 million was appropriated
(from all sources) for each innovative industrial company in 2008; in 2009, the same
indicator plummeted to UAH 6.74 million, and in 2010 it was as small as UAH 6.61
million. A sharp change came in 2011, when the average amount of financing for each
innovative industrial company exceeded its pre-crisis level and reached UAH 10.8
million. The level of financing is closely tied with investors’ confidence. So, to generate
more investments, we really need to ensure proper legal protection of intellectual
property assets.

On the other hand, increasing investments in innovative enterprises and efficient
use of investments will result in larger volumes of products popular in both the
domestic and foreign market. Suppose, an efficient system of IP protection is created
and secures an increase in 2013 in financing-per-company to the level of, say, UAH 25
million, then the volume of sales of innovative products will reach UAH 175, 000
million (instead of the current prognostic level of UAH 87,420.91 million). In this case,
the GDP volume will grow by 4.5% (see Fig. 3 below).
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Fig. 3. GDP Volume and Total Sales of Innovative Products for 2009 - 2017.

Under the above circumstances, the GDP volume will reach UAH 4,415,708
million in 5 years (i.e., in 2017), and the volume of sales of innovative products UAH
2,403,591.8 million. Within 5 to 10 years, intellectual property assets/objects will be
seen all over the place, and in 20 years Ukraine will finally be able to reach a new level
of economic development.

By using an innovative model of development the state can create additional jobs,
generate foreign investments, which in turn means better human well-being and larger
budget revenues. While carefully building this innovative model of development, the
state has to complete its main objective by creating a highly efficient reliable
intellectual property system that includes subsystems for IP protection and

commercialization.



