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ABBREVIATIONS LIST

USAID — US agency for international development.

GDP — gross domestic product.

GTFP — Global Trade Finance Program.

DPI — discounted investment return index.

DPP — discounted payback period for an innovation project.
EU — European Community.

EBRD (EBRD) — European Bank for Reconstruction and Development.
EU — European Union.

PI — the investment return index (innovation project).

IRMB — innovative small business development.

GPV — the integral present value.

PRC — China — People's Republic of China.

ARR — the profitability factor of an innovative project.
SMESs — small and medium-sized enterprises.

KPMG (KMPG) — international network of audit, tax and advisory firms.
IFC — international financial corporation.

MIRR — modified internal rate of return.

NRA — People's Rating Agency.

R & D —research and development work.

GDR — research work.

PP — payback period of an innovative project.

NEFCO — Northern Environmental Finance Corporation.
IRR — indicator of the internal rate of return (yield).

PMCU — microcredit programs in Ukraine.

UFPP — Ukrainian Enterprise Support Fund.

FR — Fundraising. F — franchising.

CCP — Central Committee of the Communist Party of China.
NPV — net discounted income.
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PREAMBLE

The current stage of the world economy development is characterized
by aggravation of economic competition, in which the countries that
strongly encourage scientific research, provide favorable conditions for the
development of innovative activity. The ability to innovate has become a
major source of competitive advantage for individual market players,
serves to strengthen their market position, and at the level of the national
economy — an incentive to invest in innovative development, which
contributes to the economic uplift of countries that support innovative
entrepreneurship in their country.

In the environment of innovative entrepreneurship an important role is
played by a small high-tech business, which persistently generates
scientific ideas, develops and uses scientific and technical innovations, the
latest information technologies, actively seeking the help of financial funds,
hoping to get a reliable investor, who can stimulate innovation.

In developed countries, small innovative firms play a leading role in
creating an efficient market economy. The acceleration of scientific and
technological progress is of particular importance to small innovative
businesses, the stimulation and development of economic competition, the
formation of a new social layer of business owners, and in solving many
other socio-economic problems. Unfortunately, Ukraine is still far behind
the developed countries, where the small part of the working population is
employed in the small business sector, and its contribution to the country's
GDP is about 70 %. There are a number of unsolved problems in the path
of innovative development of small business in Ukraine: immaturity of the
financial market, macroeconomic instability, lack of demand for public and
private sector R&D, lack of financial resources needed to introduce
scientific and high-tech into the economic process. As a result, the
domestic economy continues to be energy intensive and uncompetitive and
its development is unstable, as it is almost unconnected and not driven by
the innovation process.

Understanding the theoretical foundations of small business
development and studying in detail the interest of the state and private
investors in financing the innovation process, as well as identifying the
conditions, factors and specific incentives for improving the efficiency of

5

3amoBuUTU Lo KHUry  https://press.vntu.edu.ua/index.php/vntu/catalog/book/602
BuaasHULTBO BiHHMLbKOro HaLioHaNbHOro TEXHIYHOro yHiBepcuTeTy
https://press.vntu.edu.ua/index.php/vntu/catalog




financing small businesses' innovation activities are one of the important
prerequisites for effectively reforming Ukraine's innovation economy.

Economic theory and practice are convinced that the imperative of
modern innovative development and perhaps the only factor that is able in
a short time to ensure an effective implementation of innovative projects is
financial investment. In this regard, the formation of an economic base and
conditions for the accelerated development of small innovative
entrepreneurship in Ukraine, which cannot happen without proper financial
support, is of special relevance and needs urgent solution. More and more
researchers are finding that countries consistently attracting financial
resources from a variety of sources: state and local budgets, commercial
banks, venture capital funds, private investors (business angels) and other
targeted sources of domestic and foreign funding for the development of
mnovative activities of small businesses, seek accelerated introduction of
the latest technologies in all sectors of the national economy, which
contributes to a significant increase in the production of competitive
products. The financial factor plays a key role in enhancing the
competitiveness of small businesses that: demonstrates exceptionally high
innovative activity; form a competitive environment that helps to lower
prices and improve the quality of goods; plays a significant role in the
emergence and development of promising technological structures, thus
being a significant driver of economic progress. Financial support for the
innovative development of small business plays a decisive role in ensuring
the sustainable development of national economies, contributes to the
growth of citizens living standard, increases the scientific and technical
level of production and the formation of the «middle class».

The study of financial support process for innovative development of
small business as a holistic object of analysis, determining its place and
influence on the effectiveness of the national economic system functioning
requires a comprehensive systematic approach, provides a thorough study
of theoretical, methodological and applied provisions on methods, methods
and sources of financing and modeling of innovative development and
modeling small businesses. Despite the fact that the methodological bases
for the study of the financial support mechanism essence for innovative
activity are laid in the works of various scientific schools representatives,
many works of domestic and Western scientists economists devoted to
various aspects of small business functioning, in particular, innovative, yet

6

3amoBuUTU Lo KHUry  https://press.vntu.edu.ua/index.php/vntu/catalog/book/602
BuaasHULTBO BiHHMLbKOro HaLioHaNbHOro TEXHIYHOro yHiBepcuTeTy
https://press.vntu.edu.ua/index.php/vntu/catalog




generally in domestic science related to the revitalization of small
innovative businesses in Ukraine, a number of issues connected with the
various sources of financial support usage, innovative development and
methods of the innovation effectiveness evaluating of small domestic
enterprises remain to be discussed. In addition, over the time, new issues
arise, which necessitates continuous updating of knowledge on financing of
small business firms’ innovative activity. The challenge for researchers in
this area is a lack of practical skills, lack of management and production
experience to address the effective financial support of innovative small
business development that would adapt to today's management needs.

Awareness of the relevance, theoretical and practical significance of
the problem, urgency of its solution and conditioned the writing of the
monograph «Financial support for innovative development of small
business in Ukraine and China». The purpose of it is the scientific study of
the financial support mechanism for small business innovative
development as an economic category and the development of theoretical
and methodological principles of increasing the activity of innovative small
business development in Ukraine by developing a multifactor model of its
financial support. The research is based on study experience supporting
small business People's Republic of China. This made it possible to identify
promising ways and concrete ways of improving the financial support for
domestic small business innovative development in the current conditions
of reforming the Ukrainian economy.

The monograph consists of three interrelated sections.

The first section of the study, based on a critical analysis of domestic
and foreign scientific sources, develops conceptual approaches to
understanding the essence of the mechanism of financial support for
innovative development as a holistic set of forms, methods and ways of
attracting different sources of financing innovation. It has been proved that
the innovative development financial support mechanism is an effective
means of improving the investment economy climate, improving the
efficiency of financial and economic activity and competitiveness of small
business in China's innovative development, is the basis for achieving
Ukraine's strategic goals in the field of innovation economy. A composite
methodology for evaluating the effectiveness of small business innovation
development has been elaborated, which includes six main components,
according to which the indicators of innovation development efficiency are
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distinguished by the variety of obtained effects from innovation activity,
the priority of which varies depending on the micro or macro level of the
economy.

The second section analyzes the main indicators that characterize the
innovative development of Ukraine and the People's Republic of China and
determines the ranking of these countries in the world by a number of
innovative criteria, in particular, according to the Global Innovation Index.
Areas where the Chinese experience can be most useful for Ukrainian
innovation are identified. The leading role of the Chinese state as the main
driving force of innovative development in the country is shown. The main
points and factors of the transformation of China's scientific and
technological system into a developed innovative economy are
characterized. It is proven that technoparks and high-tech areas, mainly
concentrated in North and East China, as well as Beijing, Tianjin, Jiangsu,
Shandong, Guangdong, Shanghai and Fujian, stimulate technology transfer
and attract investment in China's economy, and quality catalysts for the
formation of regional markets for high-tech goods and services. Based on
the identified factors of small business innovation development, it has been
found that in Ukraine the common instruments of support for innovative
development in which the state participates is the creation of technoparks,
business incubators and IT clusters. It is proved that the limited state and
regional support for small business enhances the role of such alternative
instruments of financial and credit development of domestic small business
structures as bank lending, leasing, factoring, franchising and venture
financing. The theoretical and game model of interaction of financial
structures and small business is developed, which allows to carry out self-
regulation of the financial support system of small business innovative
activity and its economic interpretation is presented.

The third section predicts the general trends of key economic indicators,
including the cost of innovation, R&D, and innovative start-ups in Ukraine.
Based on these expert assessments, the most promising areas of innovation
development of small businesses in Ukraine were identified and a process
model for forecasting the main tasks to be solved will be developed, as well
as the main motives and goals for which the enterprise needs to achieve the
forecasted tasks. Possible scenarios for innovative development of Ukraine
for the period up to 2030 are forecasted according to optimistic, basic and
pessimistic variants. Apart of it also a separate scenario for innovative
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development of Ukraine based on the use of indicators of the European
Innovation Scoreboard. According to the developed scenarios, the cost of
innovation-active enterprises of Vinnysia region has been estimated. A
multifactor model for optimizing the financial support of small business
innovation has been developed, which can be adapted to any country when
conducting relevant expert studies.

The scenario of innovative development of Ukraine will allow to carry
out effective search of the necessary means for financing of small
enterprises innovative activity from traditional and newest financial sources,
which will help to get considerable economic effect at micro and macro
levels.

Research methods are based on a systematic theoretical understanding
of the problems of innovation development. To achieve this goal, the
authors used methods of scientific abstraction, comparison, systematization,
generalization, induction and deduction, analysis and synthesis. Based on
morphological analysis refinement of the conceptual apparatus. The
application of statistical, comparative methods and factor analysis
contributed to the generalization of the current situation and problems of
small businesses innovative development, to assess the sequence of market
reforms in Ukraine. Adhering to the principle of logical and historical, the
tendencies of small business innovative development in China and Ukraine
in modern conditions of market relations are revealed, developed model
application efficiency of small innovative enterprise functioning financial
support is determined. The combination of micro and macroeconomic
analysis made it possible to reveal organizational and economic aspects in
the system of small innovative entrepreneurship, to determine the main
directions of financial support for an effective institutional environment
and the content and tasks of small innovative active enterprises state
support.

The information base of the study was legislative and regulatory acts
on entrepreneurship and innovation, analytical materials, results of
domestic and foreign scientists’ scholarly developments.

The monograph is elaborated for scientists, specialists in innovation
and entrepreneurship, politicians, entrepreneurs.
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SECTION 1 THEORETICAL-METHODICAL BASIS
OF FINANCIAL PROVIDING SMALL BUSINESS
INNOVATIVE DEVELOPMENT

1.1 The essence of financial support of small business
innovative development mechanism

Innovative development is now a mainstream for the economies of both
developed countries and countries with lower levels of scientific and
technological development, and innovation is a direct component of any
enterprise innovation development.

Competitiveness, and therefore the effectiveness of the national
economy and the individual entity in terms of market relations, depends
primarily on the ability to implement innovative projects that require
considerable financial resources. Unfortunately, most Ukrainian businesses
are currently experiencing a significant shortage of own funds, and
attracting investment is problematic.

In order to ensure economic development, improve the investment
climate, increase the efficiency of economic activity and the level of
competitiveness of individual enterprises, regions and the country as a
whole, sufficient financial support is necessary. The amount of financing
depends on the quantitative and qualitative parameters of any economic
phenomenon or process, and therefore the final results of economic activity.

Therefore, in order to function successfully in the market, every
company is obliged to rationally form, distribute and use financial
resources available funds. The most difficult is the formation stage of the
necessary financial support amount for innovative development.

Financial support for innovative development includes:

- determining the overall need for financial resources;

- determining the amount of internal (own) financial resources for
financing innovative development;

- determining the amount and value of external financial resources
needed to finance innovative development;

- definition of forms and methods of financing;

- attracting the required amount of external financial resources.

As can be observed, financial security involves a whole set of measures
aimed at concentrating on the enterprise necessary amount of funds to
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perform certain types of work. In our case, we are talking about
accumulating sufficient funds for the implementation of a certain
innovative project that stimulates small business innovative development in
Ukraine.

In scientific sources, the term «innovative development» is defined
from different points of view, in particular as «the continuous process of
qualitative changes in the structure of production or social sphere as a
result of the creation, application and dissemination of new knowledge,
machines, technologies» [1] or «the process of managing is based on
continuous search and usage of new ways and spheres of realizing the
enterprises potential». Also, «innovation development» is interpreted as «a
continuous process of innovations being introduced, which are based on
new information technologies» [3] and is «system (object) improvement on
the basis of innovationy» [4].

Thus, we can conclude that innovative development is a continuous
process of finding, creating, implementing and using innovation in the
enterprise.

Most Ukrainian economists understand the concept of «financial
support for innovation development» as a set of methods and levers of
influence on innovation activity, which is implemented in various forms
through an appropriate system of financing [5]. Also, «financial security»
is defined as a general method of investing through financial structures [6].
Ya.M. Buzdugandefines financial security as «a method of financial
mechanism through which funds are formed and used and which
characterizes the content of the impact of finance on various public
relations aspects» [7].

This approach emphasizes that financial security is one of the methods
of the financial mechanism.

Zyatkovsky I. V. defines financial security as «a system of sources and
forms economic and social spheres of society financing development,
which is implemented in three forms: self-financing, lending, budgetary
allocations» [8]. Also, «financial security is a set of measures to ensure
economic growth of financial resources through methods and forms, ways
of financing» [9].

In other words, providing the enterprise with financial resources
implies the creation of an appropriate system or mechanism for the cash
organization and management [10].
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There are different definitions of the terms «financial mechanismy,
«financing mechanismy», «financial security mechanism» in the scientific
and economic literature. According to the author, all these concepts can be
considered as synonyms, but in determining their nature, various scholars
focus on certain aspects of this mechanism [11].

Thus, V. M. Oparin considers the financial mechanism at the level of
society, which is a set of financial methods and forms, instruments and
levers of influence on the socio-economic development of society [12].

S. I. Yuri and V. M. Fedosovconsider the term «financial mechanism»
in a broad and narrow sense. In a broad sense, it is a set of financial
methods and levers of influence on the socio-economic development of
society, and in a narrow sense — a set of specific financial methods and
levers of influence on the formation and use of financial resources in order
to ensure the functioning and development of state structures, economic
entities and the population» [13].

Based on the above definitions of the financial security mechanism, we
can formulate the concept of «financial support mechanism for innovative
development» as a set of different forms, methods and ways of financing
innovation, reflecting the use of specific sources of financing, in relation to
the economic situation of the company, plans for its current activity and
development [14]; with an appropriate regulation and ensuring their impact
on the innovative development of all the spheres of the national economy
[15]; taking into account the influence of internal factors, as well as
strategic goals and priorities of innovation and investment activity [16, 17].

The mechanism of financial support of innovative development has a
complex structure, which includes such basic components, reflected in
Fig. 1.1.

All these components of the mechanism of financial support of
innovative development are interdependent and together allow to achieve
the desired effect. At the national level, such interdependence implies the
close interaction of economic entities, state authorities and local self-
government bodies, which financial, material, mineral, and intellectual and
information resources are at their disposal to ensure efficient economic
activity. And economic efficiency of economic activity in today's
competitive conditions of a market economy is impossible without active
entrepreneurial innovative development.
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Figure 1.1 — Structure of the financial security mechanism innovative development

Only after providing the enterprise with the financial resources
sufficient to carry out innovative development, its management
(management) can proceed to the next task — to determine the directions of
effective investment of distribution and use of own and attracted funds. If it
is found that the available funds are still not enough to solve the task, it is
necessary to concentrate again first on the identification of domestic
reserves increase profits, and secondly on determining the amount of
financial resources that the enterprise should additionally attract, building
financial relations with the state, commercial banks and other
counterparties, and to determine the conditions under which these financial
resources can be obtained by the enterprise, and to set the terms of
repayment of the loans received [18].

Thus, the financial security mechanism is an effective tool, which helps
stimulate economic development, improves the investment climate in the
economy, increase the efficiency of financial and economic activity of
certain economic entities, and increase the level of competitiveness of
individual enterprises, regions and the country as a whole. And the
peculiarity of the financial support mechanism of innovative development
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is that it 1s aimed at activating innovative entrepreneurship, in particular
small business.

The most important in the implementation of the financial security
mechanism is not so much its organizational and economic components,
but the financial itself, which is characterized by the availability of cash
resources, especially when implementing innovative projects characterized
by continuous growth the cost of implementing the latest high-tech
manufacturing processes, highly cost-effective risk developments, state-of-
the-art technological upgrading of production and, in general, the costs
required to ensure progressive change, both at the microeconomic and
national levels.

Developed market economies widely involve the state budget's
financial resources to support innovative development. The state incurs
between 1/5 and half of the national research costs. In these countries,
science spending over the past 10 years has been growing at an annual rate
of 1-2 times higher than the growth of the world economy. If the world
average scientific intensity GDP 1s 1.9 %, in the developed countries it
reaches 5 % [18, 19]. In return, in Ukraine total R&D expenditure (from all
sources) in the last 20 years has not exceeded 1.3 % of GDP. At the same
time, the state budget funds never exceeded 0.5 % of GDP, and in some
years of independence, financing amounted to 0.29 % of GDP [18, 19].
Specific costs for research per scientist in Ukraine amount to € 6.1
thousand, three times less than in Latvia, 5 times — in Poland, 11 — in Spain,
22 — in Austria, more than 25 — than in Sweden [8, 9].

Therefore, one of the main reasons for the low level of innovation
activity of domestic small enterprises is the insufficient level of financial
support for innovative development in general and the extremely low level
of its state funding. The main source of innovation financing in Ukraine is
the own funds of enterprises, which account for more than half of all
expenditures on innovation. Given that most domestic enterprises today
operate at a loss, and profit-makers are not in a hurry to risk it, because
innovation has a high level of risk, it becomes clear reason for the low
activity of innovative development of domestic enterprises. Due to the
current crisis in the Ukrainian economy, the tendency for redistribution of
financing towards growth of foreign investments and other sources of
financing is not traced. And the extremely low share of state budget funds
in financing innovation in our country puts small businesses in a situation
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where they do not actually have a choice of sources of financing for
innovative development.

The Ukrainian government has not yet changed the priorities of state
support for the economic sectors, continuing to channel the main flow of
financial resources to the materials and low-level industries, which
naturally have relatively low potential for innovation and efficiency. It is in
these industries that up to 70 % of the budget is invested, in particular in
the fuel industry and ferrous metallurgy — more than 50 %.

In general, both state and non-state financial institutions in Ukraine are
very poorly focused on investing in innovation, so domestic entrepreneurs
have to rely mainly on their own financial resources, which in the
conditions of lack of own funds and high interest rates borrowed finance is
a significant impediment to innovative development.

When determining the overall need for financial resources to create an
innovative project in an existing enterprise, consider such factors as
available technical capacity, existing human capital, income from other
activities of the enterprise, which reduces the overall need for financial
resources. For a newly established enterprise, determining the overall need
for financial resources to create an innovative start-up occurs at the stage of
writing a business plan for the establishment of the enterprise [20], namely
at the initial stage of financial support.

In determining the amount of internal and external financial resources
to finance innovation development, some specific points should also be
taken into account for start-ups and existing ones as well. In the former
case, the share of external financial resources is generally smaller than in
the case of a newly established enterprise. In the case of material-intensive
production, the ratio of equity to attracted capital is recommended within
50 % [21], if it is a service sector, then the share of attracted capital is
higher.

As modern small innovative enterprises tend to focus on IT or fintech
projects [22], in particular, on start-ups in these areas, the share of attracted
capital can reach almost 100 %, depending on specific project.

In order to improve the financing of innovative development of small
enterprises in Ukraine, according to the author, it is necessary to actively
involve such a source of financing as venture capital, which in the present
conditions has become widespread in developed countries and traditionally
focuses on small and medium-sized enterprises. Unfortunately, in Ukraine,
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venture capital i1s only emerging, so it is necessary to borrow foreign
experience of establishing venture capital enterprises, to study the
peculiarities of foreign policy implementation to stimulate capital inflows,
first of all, into knowledge-intensive small enterprises, which according to
scientists, form the basis for a venture investor [18 ].

Venture funds are set up primarily to finance small, knowledge-
intensive businesses. In developed countries, venture firms are supported
by government and large companies, which are not always profitable to
develop new technologies because of the significant risk of loss. Therefore,
large companies often turn to venture financing, using it as a tool to expand
their own scientific and technical potential.

The most receptive to technological advancement are venture firms that
work in the stages of growth and saturation of inventive activity. Venture
firms, or «risky» firms, are small but very flexible and efficient enterprises
that are created to test, refine and bring to industry the realization of
«risky» innovations. In some cases, venture capital firms are temporary
organizational structures that are created to solve a particular problem.
These enterprises are characterized by high activity, which is explained by
the direct personal interest of employees of the firm and partners in the
venture business in the successful commercial implementation of the
developed idea, technology, inventions [23].

Venture business is represented by three types of companies:

- independent small venture capital firms specializing in research,
development and production of new goods;

- venture capital firms that are subsidiaries of large firms;

- joint ventures that bring together small science-intensive firms and
large companies [24, 25].

Venture financing has a number of features that make it a specific form
of financial capital [24]:

a) venture financing is guided by the core principle of «approved risk»,
according to which capital investors agree in advance on the possibility of
losing investments in the event of failure in return for high incomes if
successful;

b) such investments provide for a long-term money contribution, the
investor can be convinced of the project prospects within a period of three
to five years and to receive profit from the investment and another five to
ten years;
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c) such risky financing involves a shareholder participation of the
investor in the enterprise capital in direct or indirect form, more often using
the legal status of partnerships, and the paid-in share of capital determines
the amount of responsibility and future profits;

d) the venture entrepreneur, being a co-owner of the enterprise, takes
an active personal part in its operation by providing consultations,
management and other services, as he is interested in the development and
successful activity of innovative projects;

e) there are no guarantees on the part of the investor for the invested
funds in this type of financing;

f) the controlling stake in a funded enterprise is rarely sought after by
venture capitalists, since once received, business owners are less interested
in its successful development [24].

The main advantage of venture capital is that it provides not only
financial support but also the experience of a venture capital investor
usually effective for business development. As for the negative aspects,
firstly, it is within the competence of the investor to make personnel
changes, secondly, the process of obtaining financing is long and
complicated, and, thirdly, the withdrawal of venture capital is a rather
problematic process.

Ventures are most widely used in science-intensive industries, where
they specialize in research and engineering. As a rule, they are not-for-
profit, as they do not specialize in production, but are engaged in research,
engineering development, creation and implementation of innovations, so
they pass their results to firms — explants, patients, violators and
commutants (Fig. 1.2) [26].

Due to the limited production capacity when implementing innovations,
can interact with other manufacturing companies, as well as enter into
partnerships and need to be transformed into, violet firms, patent firms and
commutants. Note that examples of such companies are: Apple, Zenith and
Osborne.

In targeting a narrow segment of the market, patent firms are created to
meet the needs, for example, influenced by fashion, advertising or other
means of increasing the demand or the buyer requirements. These firms
operate at the stage of growth of output and simultaneously at the stage of
inventive activity decline. The quality and volume requirements of these
firms are linked to the challenges of conquering markets. There is a need to
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make decisions about the timing of delivery for production and removal of
products, carrying out or termination of development at the level of
inventions, and the advisability of selling and buying licenses [27, 29, 31].
Usually these firms are profitable, however, there is a high probability of
risk or danger of crisis. Examples of corporate clients: Cryresearch, Jaguar
[30].

Expert companies that are promoting innovation in the market have
created the conditions for scientific and technological shifts in today's
western economy.

Small business structures

A 4 A 4 A 4 A 4

commutants patients violet firms explant firms

Manufacturing N New models B Scientific

individual units, Production of creation structural
details final products for developments

local markets
Upgrading
i ™ Commercializati
previously made
Ly| Intermediate N machinery on .Of techr.ncal
assembly discoveries

A

> Production of
experimental

. batches of goods
competitiors
A

4 \ 4

large enterprises

Figure 1.2 — Types of small business structures Source: Compiled
by the author on materials [26—28]
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Small in size and working capital, explants specialize in creating new
products and radical innovations that lead to long-term competitive
advantage. In their development, such firms are created as pioneer
companies, whose main role is innovative and valuable, and is to create
radical, «breakthrough» innovations [27, 29, 30].

In the sphere of large traditional (standard) business there are
companies-violet, with a large capital and a high level of technology
development. As a rule, they specialize in large-scale and mass production
of goods for a wide range of consumers with average quality requirements
and an average price level. Basically, violets are involved in the planned
exploration and application of R&D and in the creation of new models and
upgrades of previously manufactured equipment [29-31].

Violet science and technology policy requires making decisions on the
timing of production adjustment (including the acquisition of licenses), the
withdrawal of production, investment and expansion of production, as well
as the replacement of equipment fleet. Examples of these companies are
Toyota, Philips, Microsoft, Siemens, Marlboro and Samuel [31].

It should be noted that in the sphere of medium and small
entrepreneurship, oriented to the satisfaction of national and local needs,
there are switching firms. They individualize the approach to the client, but
based on the use of the achievements of violet firms. Commutants work at
the stage of falling production cycle. Their policy requires making
decisions on timely introduction of products into production, technological
features and expediency of changes according to the requirements of
specific consumers [27, 20, 29-31]. The main task of switches is to
increase the consumer value of goods not at the expense of high quality,
but at the expense of meeting the small needs of customers. An example is
McDonald's [30].

Unfortunately, in Ukraine, the government does not pay sufficient
attention to venture capital, it does not encourage venture investors to
invest in innovative projects. Venture funds in Ukraine are mainly focused
on trading operations [32].

From our point of view, an effective way of state support for small
innovative enterprises in Ukraine could become providing relatively low
interest rates and long repayments to private venture firms, which in turn
will directly finance prospective small enterprises. In some cases, these
funds may be provided on a non-refundable basis. This approach was
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applied in Finland, where the State Fund «Suomen Teollisuus-Sijoitus OY»
was established in 1994, and in Germany, where in 1995 a scheme called
«Beteiligungskapital fiir Kleine Tehnologieunternehmen» was developed,
under which financing of small firms that produce innovative products or
services in conjunction with private sector companies was carried out. Also
interesting is the experience of Denmark, whose government also lends
money to small firms to develop technology-oriented projects. It is
stipulated that in case of failure the debts will be forgiven. Approximately
the same scheme for providing loans for the technical development of
enterprises exists in the Netherlands. It provides for the granting of ten-year
loans to small companies that, in the event of a technical or commercial
failure, may not return wherewithal to the state. And the largest shareholder
is the Government of Sweden, which provides loans to start-ups for a
period of 610 years, these loans are interest-free for the first two years and
do not provide for repayment of principal over the first four years [8].

In addition to venture capital enterprises, the financial structures of the
innovation sector also include scientific and technical incubators, firms,
technoparks, technopolis, engineering firms, etc., which on a preferential
basis ensure the formation of innovative small and medium-sized
enterprises.

Thus, incubators provide innovative firms for a certain period of the
premises and the necessary equipment, on preferential terms, consult them
on economic and legal issues, organize advertising, carry out scientific,
technical, environmental and commercial expertise of innovative projects,
search for investors, enable to use their pilot production.

Engineering firms are the link between research and development and
innovation and production. Such firms carry out:

- technical forecasting of an innovative idea, new technology, utility
model, invention;

- carry out refinements and bring innovations to industrial realization;

- provide services and advice in the implementation of the
development object;

- carry out commissioning, testing works on behalf of industrial
enterprises.

In Ukraine, engineering firms, as well as venture capital firms, have not
gained the same scale as in industrialized countries. However, it must be
said that domestic market for these services is still developing, though
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