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THE NATURE OF INSTITUTIONAL ENVIRONMENT
OF THE NATIONAL INNOVATION SYSTEM
This article presents the causes for imbalances in the financial market, having institutional
roots, the main of which is the lack of the state vision of the problems and development prospects of
the financial sector and its segments. The article also suggests the reseach outcomes related to the
financial sector which revealed that among the most developed institutions are commercial banks
and insurance companies, the "inheritance" from the previous command system.
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HAIIOHAJIBHOI IHHOBAIIIMHOI CUCTEMMU
Y cmammi naeedeno npuuunu oucnponopuiii Ha (iHaAHCOB0MY DUHKY, WO MAarOmo
iHcmumyuiiine KOPIiHHA, 20106HOI0 3 AKUX € GIOCYMHICIMb CUCMEMHO20 0epiHCABHO20 GaueHHs
npobaem i nepcneKkmue po3eumky PiHaHco8020 cexmopy ma iioz2o okpemux ceemvenmis. Taxoxc
npedcmag.aeno pesyiomamu 00CAI0KHceHHs DIHAHCO6020 ceKmopy ma eusiéaeHo, wio OGiibut
IHMEHCUGHO PO36UBAIOMbCSL came Mi IHCHUMYUitiHi 00UHUYL, AKI «nepeiwin» y cnaouguny 6io
KOMAHOHO-aOMIHICMPamueHoi cucmemu — KoMepuiini 6anKu i cmpaxosei KOMNauii.
Karouosi caoea: incmumyyionanizm, I[HHOBAUIUHUI pPO3BUMOK, eKOHOMIYHI cucmemu,
Memooonoeis.
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B cmamve npueedenvt npuuunvt ducnponopuuii na unancogom poviHKe, uMmerouiue
UHCMUMYUUOHAAbHbIE KOPHU, 2AA6HON U3 KOMOPBIX eCHb OMCYHICHIGUE CUCIMEMHO20
20cyoapcmeentozo eudenusi npobaem u NepcneKmus pazeumus (YUHAHCO8020 CeKmopa u e20
omadeavhvix ceemenmos. Taxyce npedcmasienvt pe3yibmanvt UccAe008anusi QUHAHCO6020
CeKmopa u 6vls161€H0, 4MO UHMEHCUGHee 8Ce20 PA36UEAIOMCsl UMEHHO Hie UHCHUMYUUOHHbLE
eounuubl, KOMopovle «nepeuLii» no Hacaeocmey om KOManoOHo-a0MUHUCIPAMUGHOU CUCMeMbl —
KomMmepHecKue GanKu u crmpaxoevle KOMNAaHuu.
Karouesvte caosa: uncmumyyuonaiusm, UHHOBAYUOHHOE Pa3eumue, SKOHOMUUECKUe CUCIEMb,
Memodonoaus.

Problem setting. It is ineffective institutions working in Ukraine in the field of
innovations activity arrangement at all management levels that are responsible for the
low level of innovations having an adverse effect on Ukraine's economic develop-
ment.

Latest research and publications analysis. Domestic and foreign scientists devot-
ed their research papers to the determination of the institutionalism methodology —
0. Ageev et al. (2010), O. Amosha et al. (2010), V. Geyts (2009), S. Kyrdyna (2000),
T. Savostenko et al. (2008), V. Sobolev et al. (2010), A. Sadoy (2010).

But despite the intense interest to this subject by scientists, the issue of innova-
tive economic development at the current market and the integration of Ukraine's
economy into the global economy are still the unresolved issues.
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Unresolved issues. The very idea of innovation has only started gaining popular-
ity in Ukraine (Amosha et al., 2010). But twenty years of its presence in the global
economic space proves that the mere announcement of the course on innovative
development is not enough for the positive dynamics in the economic life of the soci-
ety, also it is insufficient for the start of positive trends in the development of society
in terms of institutions' establishment.

One of the main factors of the low level of innovative development, as scientists
state, is the inefficiency of the institutional activity and the lack of synergy effect in
their activities.

The research findings. Innovation is the primary factor of economic development
in Ukraine. Meanwhile, twenty years of Ukrainian economy's existence demonstrate
the negative trends in its development.

Market transformations in Ukraine are the explicit illustration of the neoclassi-
cal theoretical achievements. It is in the model of neoclassical synthesis, especially in
orthodox Keynesianism, that the dramatically increasing attention is paid to institu-
tional factors.

First of all, this is due to the current state of economic theory development
described as the crisis by many researchers. Its mainstream is the neoclassical eco-
nomic theory which for a long time has been strongly criticized for its unrealistic fun-
damental preconditions and theoretical principles and for the mismatch between
forecasts and reality. Institutionalism positioned itself as an alternative trend of eco-
nomic theory, represented a set of partial knowledge (separate theories), loosely con-
nected to each other in the entire system, because of what it is impossible to consid-
er it as an integral economic theory. There are several institutionalism trends.

The review of the world experience on this issue shows that economic growth
under the current conditions requires an appropriate institutional environment and
mechanisms that will promote the rapid implementation of the latest technologies.

The concept of institutional environment for innovative development we under-
stand as the ordered set of institutions (formal and informal norms and rules) that
creates the matrix of economic behavior or a mechanism, which represents some
people's cumulative actions directed at the behavior of others, enforcing the latter to
a specific type of behavior, and as a result, getting sufficiently stable social structure
or organization.

Improvement of institutional environment structure in the field of innovative
activity is an important condition for increasing the level of competitiveness and
decrease in risks of national economic performance. Special attention should be paid
to the improvement of those formal institutions that provide innovative climate and
competitiveness and decrease the risks.

Institutes by nature are heterogeneous. Informal institutions (institutional rules)
forming the social standards in the behaviour of innovation entities concern morali-
ty, level of civic culture, economic intelligence, human capital quality, mentality,
social responsibility of business. Formal institutions (institutional rules) of innovation
are the legal confirmation of informal rules prevailing in the society in the long
process of historical selection: law of property and legal institutions, political institu-
tions (political freedoms), financial institutions, banking and credit organizations,
institutions of shadow economy.
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The institutionalization of innovation sphere means the transformation of eco-
nomic entities intentions to create favorable environment for innovation in the form
of implementation of relevant rules and regulations through the mechanisms of eco-
nomic and legal regulatory authorities' activities. Imperfect institutional innovation
environment in Ukraine is conditioned by the weakness of formal institutions (law of
property, intellectual property protection, level of financial market development,
technological base, level of higher and professional education, independence of the
judiciary, state and public institutions), informal institutions imperfection (public
confidence in power, level of public culture, availability of human capital) and exis-
tence of institutional traps (power-property, corruption, shadow economy).

As an institutional norm the institute of confidence in society promotes the
implementation of businesses entities interests and creates favorable conditions for
strategic goals' achievements, making and implementing investment decisions.
Confidence decrease as to the government and policy implementation is reflected on
the possibilities for innovations. There is a stable relationship between the level of
confidence to the government and investment rates and economic growth. In fact,
confidence is the basis on which the relationships between the state and the economy
are being built. On one hand, the state can implement its economic policy, protect the
terms of contract between entities providing confidence in its activities on the part of
economic agents, on the other hand, confidence in society depends on existing for-
mal state institutions and their quality of work and also their supplementing informal
rules (norms).

The impact of the institute of confidence is revealed by the development of
financial market.

Ukrainian non-banking financial sector was developing quite rapidly before the
global recession, increasing the quantity of non-banking financial organizations,
assets value, demand for services on the part of consumers (Sobolev et al., 2010).
Unfortunately, the institutional development of the financial sector in Ukraine has
gone by the adverse scenario, which is demonstrated by the overdeveloping of the
banking sector as compared to non-banking financial institutions and institutions of
the stock market.

Table 1. Number of institutional entities and the volume of assets
of the financial sector of Ukraine, 2010-2011 (at the end of the year)
Number of institutional entities Assets, mln UAH

Name of institutional entities

2010 \ 2011 2010 | 2011
Banking subsector
Commercial banks, total 194 198 1090.3 1211.5
Including operating 176 176

Non-banking financial and credit organizations
Credit organizations, total:
Including:

Credit unions 659 613 34322 2386.5

Other credit organization 42 49 2498.9 3903.6

Legal entities of public law 29 29 6430.4 5500.1
Another financial intermediaries:

Insurance companies 456 442 45234.6 48122.7

NPF 96 1467.2 1386.9

Source: systematized according to (O. Amosha et al., 2010; V. Geyts, 2009; T. Savostenko et al.,

2008; V. Sobolev et al., 2010).
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Table 1 presents the financial sector assets (excluding the institutes of the stock
market) — commercial bank assets accounts for a major part and in non-banking sec-
tor insurance companies are leading. Other parts of the financial sector, including the
stock market, are practically undeveloped.

The institute of confidence has a strong influence on the development of NPF,
namely on the low level of citizens confidence, lack of information about the
prospects of deposits in NPF, "heated" by unstable state economic situation. All this
has a negative impact on NPF market development in Ukraine.

The existence of developed and fully functioning financial system is the key fac-
tor of the economic growth of the country. Before the global recession, the non-bank-
ing financial sector of Ukraine developed quite dynamically, increasing the number of
its institutions and the assets value.

Conclusions. The authors of this research share the opinion of many scientists,
that the reasons for the financial market disproportions have institutional roots, the
main of which is the lack of the state vision on the problems and prospects of the
financial sector and its subsegments development. Practically over the whole period
of Ukrainian independence spontaneous development of financial sector takes place
and the most intensively developed institutional units are the commercial banks and
insurance companies which are "the heritage" of the previous command system.
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