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Article 418 of the Civil Code of Ukraine (1) (th€C of Ukraine") considers
intellectual property as the right of a personhe tesult of their intellectual and
creative activity or other object of intellectuabperly right s defined by the CC of
Ukraine and other laws of Ukraine. It follows frahs definition that: first, intellec-
tual property rights are determined by the stateudph enshrining them in the law;
second, they are protected and secured in accadaititc the procedure established
by law; and third, these rights are related tor#evant objects that are defined by
legislation of Ukraine and international legal mstents.

Special legal literature on intellectual propertgnsiders the concept of
"Intellectual property right s" both from the peesfive of intellectual property right
s being a civil law institution and subjective rigih

Intellectual property right s as a civil law ingtibn are a set of legal rules that
govern social relations in the area of creatingngi&nd protecting results of one's
intellectual and creative activity.

In particular, it is worth noting that the existenof institutions of
intellectual property rights that are relativelydapendent and, at the same time,
each having its own peculiarities, is conditiongmbmu the specifics of objects of
intellectual property rights (objects of IPR).

Such institutions include:

- the institution of intellectual property rights @dbjects of copyright
and related rights;

- the institution of patent rights (inventions, uyilimodels, industrial
designs);

- the institution of intellectual property rights éther results of scientific
and technical creative activity (scientific discowes, laid — out integrated
circuits, innovation proposals, plant varietiegnaal breeds and trade secrets);

- the institution of intellectual property rightstweans of individualization
of subjects of civil circulation, goods and se edc(trade names, trade marks and
geographical designations) (2).

The content of intellectual property rights aresomal non - property rights
and (or) intellectual property rights (paragrapi\&icle 412 of the CC of Ukraine).

As a result of creating objects of IPR, the subgcthese rights acquires a
number of subjective rights of both personal naopprty and property nature.

Personal non- property rights are understood agea of civil rights arising
out of intangible benefits that are inalienablarirthe person and gain an economic
content (Chapter 15 of the CC of Ukraine). Properghts are understood as



subjective rights related to the use of objecttPét as well as pecuniary (property)
claims arising between participants in legal reladi concerning the use of IPR
objects (for example, authors' and inventors ritghtroyalties) (Article 424 and
Article 426 of the CC of Ukraine).

Such classification of rights that are the conta@nintellectual property rights
has a relevant practical meaning. The provisionth@fCC of Ukraine are based on
the fact that, generally, only the creator of aR I&bject may hold personal non-
property rights to it. They may not be alienateahirthe creator's person and, as a
rule, may not be transferred to other persons.d?tppights to an IPR object may be
vested in other persons in the manner prescribeldvey The content of said rights
with regard to specific IPR objects is describedalevant Chapters of the CC of
Ukraine and in special legislation -laws of Ukrag@verning social relations con-
cerning legal protection of some IPR objects.

Article 424 of the CC of Ukraine provides a gendistlof intellectual property
rights to IPR objects.

The system of intellectual property economics cd&s innovation as an
already materialized result of transformation céator's intellectual property ( an
intellectual product ) with the characteristic of abject of intellectual property
rights embodied in an innovative product or innoxa@fproducts, which have been
put on the market and, after their sale (commarafbn), an income (profit) is
generated.

In an innovations-oriented economy, anevergrowmgartance is attributed
to activities of enterprises mat use innovationgheir business and accumulate
innovative potential. It justifies economic fea$iyi of an innovations and
investment process based on production capital, thrmt combination with
intellectual capital, ensures added value.

Innovations-oriented development requires natioe@bnomic entities to
restructure their management systems and creatarketing-based system of
searching for new areas and ways of realizing thetential that would be based
on new products, new technologies and new methbpioduction and sales.

Solutions to the problem of implementing innovasiathffer from country to
country. However, certain aspects may be notedaf@aicommon to the majority
of modern leaders in the area of scientific antiiezal progress.

Ukraine is solving a task for itself of building canmplementing an
innovative model of development (transformationgsdd on an innovations
component determining the goal of the innovatiotrategy and mechanisms of
supporting priority programs and projects.

The strategy of the innovative model of developmemans achieving a
gualitatively new type of economic system, whickhsracterized by:

- innovative objectives and innovative results of darction activities
(goods, services, efficiency, competitiveness) gtactically and strategically;

- innovative methods of achieving the objectivesr{owative factors in
the form of novel equipment and technology, nowgjamization and motivation
of labor and production);

- the priority use of the aggregate of innovativetdas in determining
the amount and form s of investments implementediff&rent time sequence,



namely: a serial, parallel, and integral processnaking capital investments and
obtaining profits.

Innovative factors are the main factors in the tlgw@ent of an economic
system. These are new-type system equipment, rehwdbngies, new organization
of labor and production, a new incentives systethemtrepreneurship.

The priority use of the aggregate of innovativetdag in the development
of the economy is the essence of its transitiora tqualitatively new type of
development that allows it to acquire an economadamice in the market
environment.

The state of economic balance as an intrinsic ptgpef an integral
economic organism characterizes the type of itselibigpment. As a scientific
category, economic balance represents the essentee cspecial state of the
economic system in the complex market environnmenalyiding a guarantee of the
purposefulness of its development at the presem &ind in the foreseeable future.
It combines the aggregate of properties of theesgstself and the most important
components of its production and commercial agéisjtincluding product quality
and innovative characteristics, the level of séfenaand technical development of
fixed assets, stability of its renewable resouremsl the state of development of its
human and intellectual potential as well as thestexice of innovations man-
agement. The type of economic development is charnaed not only by the
predominantly used factors but also by the statéhefprocesses related to the
formation and effectiveness of the used factoresources; and concerning the
production of goods, innovations (3).

From the above statements, one may single out nineviative type of
development of an economic system, where innovatévities are carried out
both, on a macro level (the state as a whole, nagjior industry economy) and on a
micro level (enterprises, enterprise associations).

Innovative activity is an activity aimed at usingdacommercializing the results of
scientific research and development, which brings/ tompetitive products and
services to the market.

The foundation of the innovative activity is theavations policy carried out
either at the level of the state (macro level)tagraerprise level (micro level).

The main goals of the State Innovations Policy are;

- orientation at the innovative way of development&faine' s economy;

- setting of national priorities for innovative despiment;

- formation of a legal framework in the area of inaben activities;

- creation of conditions to preserve, develop andthsenational scientific and
technical and innovation potential;

- ensuring of interaction between science, edusatroduction, and the
financial and credit sector in the developmentoiovation activities;

- effective use of market mechanisms to promote iatiom activities,
support of entrepreneurship in the scientific arustrial sector;

-implementation of measures to support internatiosalentific and
technological cooperation, the transfer of techgms, protection of domestic
products in the domestic market and their promatidioreign markets;

- financial support, implementation of enabling ctetdix and customs policies
in the area of innovation activities;



- promotion of the development of innovative infrasture;

-information support of subjects of innovation atkss;

- staff training in the area of innovation activities
The structure of an innovative model of developn@n economic system

is shown in Figure 1.
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system

The innovative model of development of an econmygtem must essentially
take into consideration the innovative type of depment of the economy in a
market environment. The innovative type of develeptmof an economic system
builds on innovation activities implemented purdunan innovations policy. The
essence and economic meaning of an innovationgpalie manifested in the
development of innovative model strategies.

State regulation of innovation activities is cadraut through:

- determining and supporting priority areas of inniowma activities at
the national, industry, regional and local levels;



- forming and implementing national, industry, regibnand local
innovation programs;

- creating a legal framework and economic mechanitensipport and
encourage innovation activities;

- providing financial support to the implementatioi imnovation
projects;

- encouraging commercial banks and other finance anedit
institutions that provide loans for the implemeimtatof innovation projects;

- supporting the functioning and development of a emodinnovation
infrastructure.

The implementation of the innovations policy is §ibge only under the
conditions of a consistent implementation of th@wation process.

The innovation process must be based on organmezand production as well
as scientific research and development infrastrectaimed at implementing
innovation activities.

It is worth noting that the transition of the ecanoto the innovative type of
development must begin at the primary and corpgredduction chain that is the
foundation for industrial and financial groups,heological parks, joint ventures
and other business formations - innovative entifiéss may occur in a supportive
Innovation and investment climate at the macroragdbnal level.

Innovation process is a sequence of actions totecrne@as for a possible
innovation, marketing of innovations, productioalesand dissemination of this
innovation as well as the assessment of the effaotiss of innovations (4).

Stages of the innovation process:

1) selecting a scenario for the creation of a new pecodr new products
(based on the existing model, developing a bramnd ar¢icle or new products);

2) generating and selecting the most successful ifteafie creation of a
new article or new products;

3) filtering (screening) ideas - excluding those tlaa¢ unsuitable for
further consideration;

4)  making a final selection of an idea;

5) scientific research and development work stage aradting a design
prototype;

6) manufacturing products for research under markeditons;

7) implementing large-scale plans: modifying the &tand its small-scale
production or modifying products and their smallogwction, developing the
market and its segments; recognizing the factttteidea was wrong;

8)  stopping production;

9) deciding on releasing a new product and its semnahass production
or large-scale production of new products.

It is worth noting that the innovation process aiats obtaining a final
product, which is the innovation product and inrtaraproducts.

The basis of this process is the transformatiomta#lectual property into a
final product of the innovation activity which méyg carried out only as part of the
innovation process.

The structure of the innovation process is showiign 2.



An incentive or precondition of the innovation pess is obtaining
(accumulating) relevant information about intensiptihhe experience, the carrying out
and implementation of innovations.

We should note that information sources in the tawaaof new products,
technologies and equipment may be (4):

- information from clients including surveys of thepinions and special
surveys;

- information obtained from periodicals, visits toiré&a shows and
conferences;

- information obtained in the course of the perforoanof a
comparative analysis of products, technologies a@odnpetitors' operational
methods (using bench marketing techniques);

- receipt of rationalization proposals including trganization of quality
circles and brainstorming teams;

- information obtained when studying the causes aftyaproduction
and complaints;

- information that appears as a result of accidedéals, etc.

If ideas about new products come from the salekehar from development
engineers, it means a partial renewal of the prizdU€ an idea comes from the
market of scientific research and development warlder the influence of
scientific and technological advancement, a bramv moroduct or a new
technology is offered in this case.

A transformation of scientific and technical deymient works into an
innovative product that can be manufactured andl sol the market with a
probability of receiving a high level of income fnahe newly introduced product is
the most important stage along the chain that Isence to consumers. This is
related to the act that the developers do not @taed well the factors that dominate
the market; neither do they have an understandihngonsumer needs or an
experience in technological entrepreneurship (5)traksformation of intellectual
property through the innovation process with a viewachieving the result of
innovative activity must take into consideratiore tfollowing constituents of the
innovation process, including (Fig. 2):

1) stages of innovative design;

2) stages of investment support.
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Fig. 2. Structuring of the innovation process

It is a materialized component of the transformatad intellectual property
that has its own implementation mechanism, methagichl support and funding
sources. It is worth noting that stages of innasatiesign and stages of investment
support have the same direction, both generally sapérately by each component,
taking into consideration different timelines oétimvestment process.

A transformation of intellectual property into amovative product envisages
structuring of the innovation process. Traditiopait includes: Generation of a new
idea - Experimental implementation of the new ide&zetting up production - Mass
production - Consumption.

The organizational basis for a transformation @éllactual property into an
innovative product is the development and implew@wot of an innovation project



by appropriate stages of innovative design, inclgdFig. 3):
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A business plan of innovative activity allows omedssess the potential of
an innovation project at its final stage, determineome and costs, its self-
financing ability, calculate real cash flows, armdyROI for an innovation
project and full repayment of loan funds that dteaated.

Of course, a business plan of innovative actistpart of a business plan of
an enterprise, investment plan of an enterpriseremrganization plan of an
enterprise.

An innovation project that covers the stage of watwe activity of scientific
research and development institutions as part efawerall innovation process,
namely: search for and development of ideas (fureddal and basic research,
discoveries, plans, and proposals); performance sakntific research and
development work (creating a working prototype that demonstrating the



realization of ideas);

performing targeted scientific research, processigie and its material
support - is a scientific research project.

This innovation project describes the stage of ndifie research and
development work in the overall innovation proceststhe same time, if the result
of this stage of innovative design is an innovaforeduct (scientific development
works, discoveries, inventions and other innovajonthat may be sold
(commercialized), this process ends in the comrakzation stage.

An innovation project that covers the stage of iratve activity of an
enterprise as part of the overall innovation precesamely: organizing new
production (small-scale, large-scale), manufacgirinew products; organizing
service support of new products - is an entrepnesingo project.

This innovation project describes the stage ofepreneurship in the overall
innovation process. At the same time, if the reswlt this stage of innovative
design are innovative products (discoveries, wtititodels, industrial designs, and
other innovations) that may be sold (commercialzebis process ends in the
commercialization stage.

Experience shows that, under real conditions,ithe between creating a new
product and receiving the first profits from itdesan the market for innovations is
approximately three-four years; in rare casesléds, namely:

Science research ———n~| entrepreneurship ::%tommercialization

or

Science research | ——n commercializationéF> entrepreneurship  —, | commercialization

n

The modern production system is formed under thelitions of innovative
development.

This is a large open system that is constantly updessure from exogenous
(external) and endogenous (internal) factors thath promote and inhibit the
innovative development. The mechanism of the fomttig of such system is
described in the below scheme (Fig. 4).
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A component of the transformation of intellectuadgerty into an innovative
product or an innovation process is innovationsketarg.

Innovations marketing includes planning of prodogtiof innovations, a
market study (using benchmarketing tools) estainigsltommunications, pricing,
development of a brand strategy for innovations, gromotion of innovations, etc.
(Fig.5).

As regards innovations, benchmarketing means stgdgiher businesses
with a view to establishing basic characteristios develop one's innovations
policy and specific types of innovations.

The main tasks of marketing activity are modifiadine with the stages of a
product life-cycle (Table 1).

At the stage of implementation, the manufacturery mae its innovative
monopoly to generate supernormal profits and géabbshed in the market.
Innovative monopoly on a new product may be ensduedto
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1)registration and active protection of patents teemtions that are included
in the design or technology of new production;

2)preservation of a trade secret regarding key tdolgnmal solutions (know-
how) for new production.

The most important types of innovations marketiagstrategic innovations
marketing and tactical innovations marketing.

Strategic marketing research is based on an asatydhe market situation
with a further breakdown by market segments, ogion and formation of
demand and modeling of buyers' behavior.

Strategic innovation marketing envisions that tine ftakes decisions on the
choice of new products or a new product.

Demand for innovations is the demand for new pritgland technologies.

Tactical innovation marketing is based on the" pragion for putting new
market research related to a new product and ggipoing;

- marketing research by new market elements for aymtothat was produced
previously;

products (articles) on the market.

This is a system of measures to promote productglés) on the market that
envisions the following:



Ne Stages of product life-cycle Tasks of marketing

1 Development and implementation Marketing resedvtdrket tests.
Disseminating information about
products. Working to get it accepted by
the consumers, creating brand
advantages. Maximizing the
advantages of the innovative monopoly

2 Growth Market penetration. Maximizing advantages
achieved through primary promotion of
products. Broad advertising.

3 Maturity Preserving own market share. Prepariag 1
ideas for innovation projects, creating new
modifications or brand new products.

4 Ageing Assessing the possibilities of
abandoning the production.

- market research related to a new product and #gipoing;

- marketing research by new market elements for aymtothat was
produced previously;

- organizing the possibilities for supplying the puot under more
competitive conditions and establishing it on therket.

Using intellectual property in economic activityidFo).
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The use of intellectual property in economic atyivs carried out through its
commercialization. There are at least four paréioig in this process: the author of
a development work (an invention, plant varietylitytmodel, etc.), the strategic
partner, the manager and the investor.

The commercialization mechanism reproduces the mew¢ of intellectual
capital with a view to generating profits. For ttn@nager, intellectual capital has



two main components: human capital and intellectaaburces. Human capital or
intellectual potential creates innovations, and etting that may be described and
identified becomes intellectual resources. Somellatdtual resources, certainly
those that have the highest commercial potentdgio legal protection and become
intellectual property

Economic activity carried out to achieve economd &ocial results and to
obtain profits is entrepreneurship and entreprestepisubjects are entrepreneurs.

Entrepreneurs are regulated by entrepreneurial lawyhich the rules of
administrative and civil law prevail (6).

It is worth noting that entrepreneurial activitycilndes also commercial
activity that is one of the components of economttivity - it has a narrower
meaning. Activity regarding objects of IPR is cdlleommercialization. It occurs in
the course of using; the results of intellectualivdg under the entered -into
agreements, for example, between patent co-authetsyeen patent owners and
authors in connection with payment of remuneratfon the use of industrial
property; between patent owners in the course wineercialization of an intellectual
product by transferring ownership or issuing a petmuse it based on a license
agreement, etc.

By level (object) of legal regulation of relevaneghl relations,
entrepreneurial law is divided into public and pter entrepreneurial law (6).

Public entrepreneurial law governs the organizatibpublic institutions and
their relations with individuals, including entrepeurs.

Private entrepreneurial law governs relations betweandividuals in
connection with their carrying out of entreprenalactivity.

Therefore, legal regulation of economic activitywoeiving IPR objects is
based on a set of normative acts related to comahdew, public and private
entrepreneurial law, law of intellectual propertghts, in particular, patent laws,
laws on copyright and related rights as well as leaxs (legislation). This is a
complex system of legal rules in the area of iet#llal property aimed at obtaining
the final result of economic activity - profits there the source of remuneration for
the use of objects of IPR. (Fig. 7).

The use of intellectual property as intangible essethe economic activity of
enterprises and accounting for operations of usut objects allows the following:
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Fig.7. Legal regulation of economic activity inviolg objects of intellectual
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. to obtain additional profits from the transfer afhts to use objects of
intellectual property as well as to ensure a jusdif pricing of enterprise's
innovative products;

. to pay individuals and legal entities their authooyalties;



. to carry out commercial transactions in the formptddge, exchange
for reliable assets and sale with a view to reogivncome and attracting adequate
loan funds;

. to upgrade production equipment and technologiesirgoducing
intellectual capital into commercial circulationefterprises;

. to carry out corporate transactions by contributowgn intellectual
product to authorized capitals of other enterprid@ssiness companies), which
allows attracting additional financial resourcesd abtaining relevant corporate
rights with a view to influencing the activities lafisiness companies.
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