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EMPLOYMENT TRANSFORMATION IN THE NEW ECONOMY
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Jlaymkin O. Tpanchopmauii 3aiinaTocTi y HOBiii ekoHOMili

VY cTaTTi JOCHIIKYIOTECS KIIFOYOBI acleKTH mpoliecy TpaHcdopMalil CUCTEMH 3aifHATOCTI B yMOBaX IEPEXO0.y CBITOTOCIOAAPCHKOI CHCTEMH B HOBY
SIKICTB — [7I00aIbHY €KOHOMIKY 3HaHb. Ha 1yMKy aBTOpa, OCHOBHUM CTPUMYIOUUM (aKTOpOM TpaHC(HOPMALIHHHUX 3MiH Ha Cy4acHOMY eTarli € BUCOKa
peSI/ICTeHTHiCTL CHCTEMU SaﬂHﬂTOCTi, 06yMOBJ’IeHa HHM3LKOI CXHJILHICTIO y‘IaCHHKiB COLIiaJ'ILHO-prZ[OBPIX BiZ[HOCI/IH pi(e] 3MIiHH CTaTyC-KBO, sIKa, B
CBOIO 4EPTY, € PE3YJIbTaTOM 3YCHUJIIb BJIACHUKIB iHI[yCTpiaHBHOFO KaHiTa.]'Iy a0 36epe>1<eHHs{ Z[OMiHyIO‘{OFO [TOJIOKEHHS B CUCTEMI COI_IiaJ'[BHO-prI[OBI/IX
BigHOCHH. MOXIHBICTh peakTHBauii TpaHcHOpMaLiifHUX 3MiH aBTOpPOM BOadyaeTbcsi B pehopMyBaHHI 0a30BHX IHCTUTYTIB comiamizawii — ciM'l Ta
OCBITH, SIKi, MalOYH 3HAYHUI NOTEHIIial BIUTMBY Ha mpouec (opMyBaHHs OCOOUCTOCTI, 3[]aTHI 3BIIbHUTH CBIJIOMICTb iHIYCTPiaJbHOTO Mpal[iBHUKA BiJ
CTEPEOTHUINIB 1 INATEpPHIB, 3aKPINMUTH HOBHIl KaTCTOPUYHUH iMIepaTuB, chOpMyIbOBaHHII B TepMiHaxX TiOepaJbHOrO TyMaHi3My, i CTBOPHTH
CaMOTIi JIPUEMLIS, JTIOUHY-TBOPII.

KnrouoBi cioBa: TpaHcgopMallis 3aiiHATOCTI, HOBa EKOHOMIKa, JIFOJCHKHH 1 COIiabHUI KamiTall, 3HaHH, CAMOIIIIPHEMELIb.

Jlaymkun A. Tpanchopmanuu 3aHATOCTH B HOBOI IKOHOMHKe

B crartbe ncclieqyoTcs KIIOUYEBbIe aCIeKThl MpoLecca TpaHCHOpPMaLUK CHCTEMbI 3aHSITOCTH B YCIOBHUSX MEPEX0/ia MUPOXO3SHCTBEHHON CHCTEMBI B
HOBOC Ka4C€CTBO — FJ'IO6aJ'II)Hy}O OKOHOMHUKY 3HaHui. [1o MHEHHIO aBTOpa, OCHOBHBIM CACPIKHUBAIOIIUM @aKTOpOM ’I’paHC(i]OpMaI_IMOHHI)IX H3MEHEHU I
Ha COBPEMEHHOM OJTall€ ABJISIETCA BBICOKAas PE3UCTCHTHOCTH CHUCTEMBI 3aHATOCTH, 06yCJIOBJIeHHa}I HHU3KOH CKJIOHHOCTBIO YYaCTHUKOB COLIMAJIBHO-
TPYAOBBIX OTHOIICHUH K HW3MEHEHHIO CTaTyC-KBO, KOTOpas, B CBOIO OYEPEIb, SABIACTCA PE3YJIbTATOM yCI/U'[I/Iﬁ COOCTBEHHHMKOB HHAYCTpUATIBHOTO
KanuTajla K COXpaHCHHUIO JOMUHHPYIOIIETO IIOJOKEHHS B CHCTEME COLHAJIBHO-TPYIOBBIX OTHOIICHUH. B03MOXHOCTH peakTuBaun
TpaHC()OPMALOHHBIX M3MEHEHUH aBTOPOM YCMaTpUBAeTCS B PeOpMHUPOBAHUM 0a30BBIX HHCTHTYTOB COL[HAIIM3AIMH — CEMBH H 00Opa30BaHUS,
KOTOpBIC, oﬁnanaﬂ SHAYUTCJIBHBIM NOTCHLHAJIOM BJIMAHHA Ha IpPOLECC q)OpMI/IpOBaHI/IS{ JIMYHOCTH, CITIOCOOHBI OCBOGOZ[PITB CO3HaHHUEC
HMHIYCTPHAIBHOTO PAaOOTHHKA OT CTEPEOTHIIOB M MATTEPHOB, 3aKPEMHUTh HOBBII KaTErOPHYECKUH HMIIEpaTHB, CHOPMYIUPOBAHHBIH B TEPMUHAX
.TIPI6€p£lHLHOF0 TyMaHHu3Ma, U co34aTh CaMONIPEATIPUHUMATEIISA, YEJIOBEKA-TBOPIA.

KaroueBnle ciioBa: TpaHC(i)OpMaHI/IS{ 3aHATOCTHU, HOBask 5KOHOMHMKa, YeJIOBEYECKHI 1 COHI/I&J’IBHBIﬁ KamnuTal, 3HaHue, CaMONIpEeANIPUHUMATEIIb.
Laushkin O. Employment transfor mation in the new economy

The article examines key aspects of the employment system transformation process in a context of the world economic system transition towards the
new globa knowledge economy. In the author’'s opinion, the main restraining factor of transformational changes at the present stage is the high
resistance of the employment system due to the low propensity of major actors in socio-labor relations to changing the status quo, which, in turn, is
the result of the efforts of owners of industrial capital to preserve a dominant position in the current system of social and labor relations. The
possibility of reactivation of the transformation the author sees in reformation of the basic socialization institutions — family and education, which,
exerting a significant impact on the process of an identity formation, are able to liberate an industrial laborer’s consciousness from stereotypes and
patterns, to affirm the new categorical imperative, formulated in terms of liberal humanism, and to create a self-entrepreneur, Homo-creator.
Keywords: employment transformation, new economy, human and social capital, knowledge, self-entrepreneur.

Introduction. The process of the employment system’s transformation in the new economy is complex and multiphase, and its successful
completion depends on a number of factors and conditions. When initialization of any item (parameter) of the system is delayed or some mandatory
requirements are not fulfilled, the transformation process can be slowed down to a complete halt, and the system, reaching the point of bifurcation,
cannot transit to a new state. The main threat which this forced stoppage in the transition process poses for the system is that the latter, remaining for
along time at the point of bifurcation loses its stability and becomes chaotic. In a chaotic regime, an arbitrarily small change in a current state of the
system as the effect of some external influence, can lead to unpredictable consequences — irregular, chaotic dynamic changes of variables over time.
In this context, conscious or unconscious restraining of transformational changes with the aim of preserving the status quo, will definitely lead to
catastrophic consequences firstly for the system, chaotic regime of functioning of which contributes to arapid increase in its volatility and instability
to infinitely small disturbances, and secondly for the individual, extremely high uncertainty of decision-making environment for whom means the
impossibility of implementing Pareto-efficient outcomes for a multitude of interactions due to the unpredictability of counterparts’ decisions and
behavior.

Analysis of recent research and publications. In the scientific development of theoretical and applied problems of the employment
transformation a significant contribution was made by Ukrainian scientists: O. Amosha, S. Bandur, V. Geec, O. Grishnova, V. Inozemtsev, A. Kolot,
E. Libanova, N. Lukyanchenko, V. Onikienko, L. Shaulskaya, as well as eminent foreign researchers. C.Baldry, D. Bell [7], P. Drucker,
G. Friedman, A. Gorz [8], D. Hounshell, F. Machlup [9], D. North, M. Porat, G. Torlak, R. Volti, D. Zonderman et al.

Statement of the problem. The main goal of this work is to study the problems and prospects of employment transformation in the new
economy.

Results. At present, the risk of the employment system falling into the vicious circle of "infinite" transformation is substantial enough due to
the fact that the unique human and socia capital, unable to overcome the resistance of the industrial system and to become a new driver of
transformation remains a deviation, an exception from accepted norms. The high resistance of the system is caused by the low risk propensity of
major actors of social and labor relations — workers and owners of industrial capital. For an employee, disappointed in her ideals and lost faith in her
own power, upholding the status quo appears to be the only rational solution, which is dictated, first of al, by the subjectively perceived inferiority of
her cognitive and creative abilities, the use of which in the framework of the industrial employment system was not found; secondly, the affirmance in
an industrial worker’s mind a strong mental connection between disutility of labour — an inevitable burden, painful, tedious activity under coercion —
and usefulness of allowance that allows to acquire the necessary amount of vital means of subsistence. Unlike an employee, the threat to well-being of
whom resulting from the rejection of so-called "guaranteed" employment within the industrial system is unfounded, the subjectively perceived threat
to the hegemony of industrial capital as aresult of changing the status quo is justified and read, as a radical revision of the existing model of social
and labor relations and a labour content, means the liberation of productive creative labour of cognition and creation from the power of capital, and
consequently, the lack of opportunities for the latter to obtain monopoly rents and profits from over-exploitation of physical labour.

The movement of the source of wealth from the sphere of material to the sphere of intangible, nonmaterial, devalues industria capital,
eliminates the original, historically conditioned asymmetry in the distribution of resources and establishes a direct relation between the volume of
investment in self-development and welfare in the current period, contributes to intensification of owners of industrial capital’ efforts to curb
transformational changes. The complex of preventive measures aimed at reducing the risk propensity of an employee consists of two parts: mental,
affecting the consciousness of the worker and the material, which affects the distribution of gains (payoffs), which an agent, making a choice,
attributes to each of many available options (strategies).

Systematizing the inner motives of the employees who opt for the strategy of upholding the status quo, it is possible to establish a causal link
between the efforts of industrial capital to fix in the minds of employees certain stereotypes and mental patterns and the low risk propensity of the
latter (Fig. 1).
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Fig. 1. The causal link between owners of industrial capital’s efforts to prevent employees from changing the status quo and the low risk
propensity of the latter

Affirmance of stereotypes and patterns in consciousness occurs in the process of socialization — introduction of an individual to social
experience, values, rules and norms. In the employment system, the function of socialization accomplishes an institutional environment, which,
through formal rules, informal constraints (generally recognized norms, agreements), as well as mechanisms for their enforcement, typifies behavior,
thinking and choice of a person. In a sense, the institutional environment can be viewed as a printing machine, which transfers information from a
matrix (printing form) on a surface (in this case, the information should be understood as socially sanctioned behavior modes, rules and regulations,
and the surface — as the identity of a person). Exactly on the content of information recorded on a matrix largely depends what normative values,
which will be determinative for decisions and behavioural responses of an individual. Appropriately changing the content of transmitted information,
it is possible to stimulate development of specific properties and personal qualities, to fix in consciousness a particular set of mental routines
(heuristics) and behavioral patterns, as well as to promote the formation of aspirations and expectations of a human being. In the broad opportunities
of the institutional environment of personality "programming” can be found a significant potential for overcoming outdated stereotypes of thinking
and perception of an industrial worker and replacing them with new normative values and behavioral imperatives of a self-entrepreneur, Homo
creator. However, in order to "reprogram" the personality of the industrial worker it is required not only to change the content of information recorded
on amatrix, but the matrix itself — an institute, which translates "rules of the game" for all participants of social and labor relations.

Considering the fact that the liberation of consciousness of an industrial worker from the imposed mental stereotypes and behavioral patterns
contains the possibility of overcoming the resistance of the employment system and enhancing the process of transformation, the vector of efforts
should be aimed at reformation of the socialization institutions in which a person is introduced to rules, norms, and values. These institutions, acting
as trandators of social experience, exert a significant impact on personality formation of an individua through cultivation of mora values,
understanding of duty, complicity and other qualities, which are then fixed in consciousness as a categorical imperative, the standard, the measure of
all things. It is through reformation of socialization institutions the existing categorical imperative — publicly meaningful prescription, having the
force of unconditional principle of human behavior — can be changed to a new one, which aims at removing artificia restrictions and prohibitions that
penetrate consciousness of an industrial worker and subject her will to the perverse logic of consumerism. A new categorical imperative must be
formulated in terms of liberal humanism, according to which a person is recognized as the highest value, in freedom of cognition and creativity
realizing her supreme destiny — the eternal search for truth, the root cause, metaidea of existence. Fixation of this categorical imperative in
consciousness and its application as a guidance for judgments and actions, alows an individual to become a subject of control, independently
determining the trajectory of own development as well as defining the vector and the amount of efforts applied at achieving the goa. As aresult, a
worker appears as not just a carrier of abstract ability to labour (the function which owners of the industrial capital predetermined for her), but a self-
entrepreneur, unique creative workshop, in which the only productive force is human and socia capital, and the labour of cognition and creation
creates not only new knowledge, but also enriches and develops the personality of a Homo creator.

The affirmance of a new categorical imperative becomes possible through reformation of key institutions of socialization — family and
education, which predetermine basic behavioral and normative values of a personality, shaping its worldview (vision of reality) in the process of
introducing an individual to social experience, culture, traditions and norms of a society. By the intensity of the impact on a person, the family and
education have no equal among the multitude of institutions in the sphere of influence of which an individual gets at various stages of her social
maturation. Therefore, reformation of these institutions appears to be the most important prerequisite for overcoming outdated counterproductive
mental stereotypes and patterns of an industrial worker and, consequently, ensuring the successful transformation of the employment system in the
new economy.

In general, the logic of reformation of the basic socialization institutions, family and education, has much in common with the classica
model of spontaneous formation of an institute by D. Kreps, in which the probability of a successful dissemination of an institutional innovation
depends on the quantity of agents, who already use it in their practice. Avalanche-like diffusion of new "rules of the game", initiated by an
institutional entrepreneur, leads to the gradual replacement of the existing norms and rules, outcomes of which are no longer perceived individually or
collectively efficient by even the most conservative agents. With the inclusion of an increasing number of individuasin the pool of supporters of new
rules and regulations, the latter ceases to be thought of as a deviation, the exception from accepted standards, and becomes an institutional alternative
to existing formal rules. Transition of new rules in the category of ingtitutional aternatives determines the moment of liberation of an industrial
worker' s consciousness from stereotypes and patterns and allows an objective, unbiased comparative analysis of benefits and payoffs, associated with
each of available strategic choices. The only possible outcome of such an analysisis conscious refusal of forced by the industrial employment system
"rules of the game" and apperception of liberal humanistic values, transmitted by the institutional environment of the post-industrial employment
system. Fixation of the new categorical imperative in an individual’s mind creates a self-entrepreneur, Homo creator, for whom the motivation to
work is not a reward in a sense of efforts’ disutility compensation, but an opportunity for self-actualization, reaization of internal cognitive and
creative capital in the activities most adequate to her abilities and talents.
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In summary, it should be noted that the process of transformation of the employment system at the present stage is artificially constrained by
owners of industrial capital, for whom the change of the status quo means the end of their undivided dominance in the system of socia and labor
relations. Awareness of the threat, which poses liberalized, emancipated labour to an industrial capital, encourages its owners to seek levers of
pressure over an industrial worker to reduce her risk propensity. Strengthening the associative link between remuneration and inevitable disutility of
labour, as well as between non-standard employment and the absence of social security, certainty and long-term stability of employment relations,
owners of industrial capital facilitate the formation of employees' fatalistic expectations, which determine their passive stance on the issue of
resolving the system conflict. It is obvious that the passive position of employees and their voluntary acceptance of discriminatory “rules of the game"
causes the conflict to become latent, which, in itsturn, diverts the system further from its Pareto-optimum state. In such conditions, thereis areal risk
of the employment system falling in the vicious circle of endless transformation, in which the probability that an accidentally emerged unique human
and social capital will be able to overcome the resistance of the industrial system and becomes the main attractor, which pulls phase trajectories out of
a strange attractor’s gravitational field, approaches zero. However, there is a distinct possibility of reactivation of transformational changes and it can
be found in reformation of the basic socidization institutions, family and education, which, exerting a significant impact on the process of an identity
formation, are able to liberate minds of an industrial worker from stereotypes and patterns, as well as to affirm the new categorical imperative,
formulated in terms of liberal humanism. The logic of construction of the new basic socialization institutions, which form the identity of a self-
entrepreneur, Homo cresator, can be represented in the following scheme (Fig. 2).

Introduction of members of asmall

Emergence of an institutiona Formation of anet of proponents of

entrepreneur g socid group t_o new socid > the new informd rule
experience
Digtribution of “rumors’ by Practical vdidation of the new rule Organization of the community,
communicationa channelsabout [« efficiency in comparison with the [« membersof which apply the new
existence of more efficient rules existing rule rulein real practice of interaction
v
Rising quantity of individuas, Risng of necessity of formalization
sharing the new rule, become | of the process of new members' |—»{ Inditutiondization of the new rule
members of the community (ré)socidization

Reformation of the basic

Translation of the new categorical |, | oy zefion institutions— family [+

Affirmance of the new categorica

imperative and education imperativein social consciousness
Fixation in an industrid worker's Formation of mentd routines,
mind the new categorica N behavioral patterns, heuristics on N Creation of the personality of sdf-
imperative through imprinting and the basis on the categorical entrepreneur, Homo creator
impressing imperative

Fig. 2. Logic of construction of the new basic socialization institutions, which form the identity of a self-entrepreneur, Homo creator

Conclusion. It should be noted that the ultimate goal of reforming the basic socialization institutions, family and education, is not "creating”
in the sense of "constructing” a personality, "fitting" it to certain norms and rules, but, on the contrary, granting it full freedom of self-determination
and choice of path of development, broad opportunities of inner identity revelation, realization of intellectual and creative potential in the work of
cognition and creation, the work agreeable with interests and abilities, intellectually and spiritually enriching work. Only in freedom from stereotypes
and patterns that permeate the consciousness of an industrial worker, an individual acquires the ability to perform a critical, unbiased analysis of the
prospects that open before her in the industrial and aternative postindustrial employment systems. In terms of elimination of the influence, which
owners of industrial capital exert on the distribution of benefits and payoffs associated with the strategic choice of the path of an individua’s
development, the only dominant strategy is the strategy of changing the status quo and development in the post-industrial employment system. The
willingness of an individual to change the status quo defines the moment of overcoming the counterproductive influence of factors, restraining the
transformational change and drawing phase tragjectories in a gravitational field of a strange attractor. Subsequently, under the influence of the
gravitationa field of the main attractor — the unique human and social capital — the employment system transits into a qualitatively new state,
characterized by a modified set of coordinates’ values in the multidimensional phase space. Thus, the transition to the postindustrial employment
system becomes possible through raising a person's awareness of her true value as the creator, actualization of an individua’s inherent, internal
aspiration to freedom, realization of own strengths and capabilities of changing the system in order to fulfil the highest purpose of a human being —
cognition and creation of existence in the process of incessant creative labour.
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THE INSTITUTIONAL PROBLEMSOF INNOVATION ENTREPRENEURSHIP IN UKRAINE
Lymar V., PhD in economics, senior lecturer of agrarian economy department of NUBiP NATI (Nizhyn, Ukraine) -

Jlumap B.B. IncturyuionajibHi npodaemMu iHHOBaUiiiHOro MiANPUEMHUITBA B YKpaiHi.

Jlana cTaTTs IPUCBsIYEHA BU3HAYCHHIO IHCTUTYL[IOHAJIBHUX MPOOJIEM IHHOBALIIHOTO MIANPHEMHHITBA B YKpaiHi, a TAKOX 3alPOMOHOBAHO LUISIXH iX
BuUpiuieHHs. B crarTi mpoanaizoBaHo icHyIoUi iHHOBaMLiiHI Mozesi B €Bpori, HOPIBHAHO e(EeKTHBHICTh IHHOBALIMHOI JisITHHOCTI B KpaiHax €Bponu
Ta YKpaiHi, BU3HAY€HO POJIb MAaJUX Ta CepeiHiX (ipM B CydacHiI €KOHOMili, BU3HAYEHO BaXIMBICTh IHHOBAIill M1 KOHKYPEHTOCHPOMOXKHOCTI
MaJliX Ta cepelHixX (ipM Ta 3aIpONOHOBAHO IUISXH 3ayUeHHS iHHOBAIlil B Oi3HeC.

KirouoBi cioBa: iHHOBauifiHe MiINPUEMHULITBO, TEXHOJIOTIYHHN PO3BHTOK, iHHOBaUiitHi Mozxenmi, mami Ta cepeani mimnpuemcrBa (MCII),
iHHOBALii{HI IHIUKATOPH.

JIbimapp B.B. HHCTUTYLIMOHAIbHBIE NIPO0/1eMbl HHHOBALMOHHOIO NPEANPUHUMATE/ILCTBA B YKpanHe.

JlaHHast cTaThs OCBSYCHA ONPEACIICHUIO HHCTUTYIMOHAIIBHBIX IPOOJIeM HHHOBALIMOHHOTO MPEANPUHIMATENILCTBA B YKPAHHE, a TAKXKe NPE/I0KEHbI
IyTH UX pelieHus. B craThe mpoaHaIn3upoOBaHbI CYIIECTBYIOLIIE HHHOBAIMOHHBIE Mojenn B EBpore, cpaBHEHb! 3(()eKTHBHOCTh HHHOBALIMOHHON
JeATEIBHOCTH B CTpaHax EBporsl ¥ B YKpanHe, OnpeielieHa posib MajblX M CPeJHHX (UPM B COBPEMEHHOH KOHOMHKE, OIpEIelieHa BaKHOCTh
MHHOBALMIT U1 KOHKYPEHTOCIIOCOOHOCTH MaJIbIX M CPEIHUX (GUPM U HPEIIOKEHBI ITyTH MPUBICYCHUs MHHOBALUK B OU3HecC.

KiroueBble €JI0Ba; HHHOBALOHHOE IIPEIPUHAMATENICTBO, TEXHOIOTHYECKOE Pa3BUTHE, HHHOBALOHHBIC MOJEIH, MAJIBIC M CPSIHHE MPEAIPHUSITHS
(MCII), *HHOBaLIOHHBIE HHTUKATOPBHI.

Lymar V. Thelnstitutional Problems of the Innovation Entrepreneurship in Ukraine.

The article is devoted to the definition of the institutional problems of innovation entrepreneurship in Ukraine and the acts of their solving are given.
Existing innovation modes in Europe and innovation performance between the European Union and Ukraine are analyzed. The importance of
innovations for SMEs competitiveness and the role of SMEs in modern economy are defined. And the acts for implementation of innovations into
business are given.

Key words: innovation entrepreneurship, technological development, innovation modes, small and medium entrepreneurship (SMEs), innovation
indicators.

The problem of the investigation. Despite the heterogeneity between countries, the variants of the European socia models, and the
overwhelming number of policy initiatives to support technology development and innovation, the European experience emphasizes the role of
innovation for growth and development. Innovation in this context is not seen as an end in itself but as an instrument to stimulate growth and
development.

“Sustainable growth” adds yet another twist to this topic: if growth is to be sustained over long periods of time growth policies must pay
sufficient attention to the limits of growth: the environment, the depletion of raw materials, energy, people, etc. Europe has striven to couple the
existing growth orientation with the “new” challenges emanating from climate change and the depletion of natura resources in Europe in order to
create and develop truly ‘innovation-driven sustainable growth models'. The challenges ahead are substantial but they lack alternatives.

Ukrainian enterprises sector is developing in the complicated conditions of a transition economy, facing the inevitable constraints imposed
by deficiencies in legislation and market failures. The following problem areas in Ukrainian business environment are identified by the International
Finance Corporation as those impeding SME development: financing; taxation; inspections; permits; registration; licensing; certification and
standards.

The analysis of last investigations and publications. The problems of sustainable growth and importance of innovations in modern life and
economy are analyzed by Ukrainian and foreign scientists such as S. Katsura, Yu. Makogon, V. Lyashenko, T. Medvedkin, |. Hadzhynov, T.
Korneeva, L. Ladonko, W. Kéller, E. Mensfield, M. Hirooka.

Economic and innovation policies take place in a complex and dynamic environment. Consequently, analyzing the sources of growth is a
demanding exercise, which nevertheless identifies some generic growth drivers but emphasizes at the same time the context specificity of growth
policy measures. A concept to bring this into perspective is the “technological frontier” which draws aline between countries that work on or close to
the technology frontier and those who are in a catching-up mode. In the first place, the policy mix needs to aim at an outward shift of the technology
frontier through radical innovations while for the second group of countries it has to support a catching-up process where imitation is a major
component.

The policy mix (i.e. the measures) but not the policy headlines have to be different in each of the two cases. Radical innovations are the
major instrument to shift the technological frontier outwards and — if you are already working on the frontier — the only option to differentiate yourself
from your competitors and to create potential for future growth. Of course, radical innovation also happens in catching-up mode but it is most likely
not the most prominent form of innovation. Even in front-running mode most innovation activities need to be incremental.

Emphasizing of the unsettled problem. There is no single policy measure to support either front-running or catching-up activities but a
bundle of measures across horizontal policy fields. Catching-up mode countries (i.e. the companies and individuals) strive to build up capabilities and
competencies in order to reduce the gap with the leading countries. This process is often supported by limited competition in the product markets;
large firms take the lead in modernizing process and may have close ties to banks that finance their operations, government subsidies to gain
momentum, educational systems emphasizing primary, secondary, and specialized undergraduate education; and rigid labor markets that favor the
accumulation of experience within firms. The front-running mode is just the opposite and stresses radical innovation, strong competition on markets
for products and services and an educational system that requires the acquisition of abroad skill basis and tertiary education.

The aim of theinvestigation isto define institutional problems of innovation entrepreneurship in Ukraine and propose acts to solve them.

The tasks of the investigation are: to analyze existing innovation modes in Europe; to compare innovation performance between the
European Union and Ukraine; to analyze the role of SMEs in modern economy; to define the importance of innovation for SMEs competitiveness; to
propose actions for implementation of innovationsinto business.

In both modes of operation formulation, triangle policies, i.e. research, education and innovation, are crucial for the realization of the growth
potential of an economy as these policy areas are mutually reinforcing or — if not developed in a coordinated way — creating bottlenecks which limit
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