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GENERAL STRATEGICAL ANALYTICS?

Abstract. In this paper the role of the banking system in the processes of innovation system as a
new direction of banking strategy is considered. Innovation ways of increasing the role of banks and
minimize the risks of innovation by integrating with an innovation infrastructure is offered. Analysis of
the mechanisms to support innovation by banks in India, Great Britain, Norway was conducted.

The purpose of this research is to consider the main points of banking strategy development
within the innovation system. Methods of current research are institutional and evolutionary approach,
methods of strategical development of innovation systems and the ways of innovation development
ways selection, which used for the bank’s innovation strategy development.

According to analysis of the main issues of innovation banks we propose to consider the strategy
of innovation investment cycle. The main points of banks innovation strategy were considered. While
forming the intellectuals’ property and innovation projects portfolio banks the authors have proposed to
consider peculiarities of the innovations marketing. Implementation of agreements and cooperation
between bank and innovation infrastructure element will create mechanisms for information exchange,
constant interaction with the participants providing and accompanied by innovation projects
implementation, and for ensuring of consistent communications to support the development of
specialized institutions.

Analysis of financing innovation models allows to conclude that for Ukraine the corporate-state
system, in which various government agencies responsible for conducting scientific and technological
policies play a crucial role, is the most appropriate. Identified features of the bank’s strategy can be used
in the activities of innovation system and innovation structures development.
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POJIb BAHKIB Y HAIIIOHAJIbHIA IHHOBAIIIMHIA CUCTEMI:
3ATAJIBHUNA CTPATETTYHUIA AHAJII3

AHoTauisg. Po3rnsgHyTo posib 0aHKIBCHKOI CHCTEMM Yy mpoleci popMyBaHHsS IHHOBALIHHOI
CUCTeMHU. 3alpONOHOBAHO HANpsMU NIABUIIEHHS IHHOBALINHOI poJii 0aHKIB 1 MiHIMI3alli
IHHOBaIIfHUX PHU3HUKIB LUIIXOM IHTErpaiii 3 iHHOBaLiiiHOIO iH(pacTpykTyporo. 3pobiieHo aHami3
MeXaHi3MiB MIATPUMKH iHHOBaMii Oankamu Ha nipukiani [unii, Benmkoopuranii Ta Hopsertii.

Metoro Hamoro AOCHIIPKEHHS € PpO3IJIsLJ OCHOBHUX MOMEHTIB PO3BUTKY OaHKIBCHKOT
cTparerii B paMKax IHHOBAIIfHOT CHCTEMH. Y XOJi MPOBEACHOTO TOCTIKEHHS UIHPOKO
BUKOPUCTAHO PSII METOMIB, 30KpeMa I1HCTUTYIIMHHI Ta eBOMIOIINHUI MIXOOu, METOAH
CTPATETiyHOTO PO3BUTKY IHHOBAIIMHUX CHCTEM Ta CHOCOOM BHOOpY NUIAXIB 1HHOBAIIITHOTO
po3BuTKy. [lepeniueHi MeTou JISKYTh B OCHOBY pO3pOOKH 1HHOBAIIHHOT cTparterii OaHKy.

Po3po06ieHO OCHOBHI MOJIOKCHHS IHHOBAIIIHOI cTpaTerii 0aHKiB. 3a pe3ylibraTaMu aHai3y
OCHOBHHUX MpO0OJieM 1HHOBallIMHUX OaHKIB MPOMOHYEMO CTPATETil0 1HHOBALIMHO-IHBECTHIIHHOTO
mukiy. [Ipu dopmyBaHHI OaHKIBCHKOTO MOPTQENs IHTEICKTyalbHOI BJIIACHOCTI Ta IHHOBAI[IHHUX
IIPOEKTIB MPONOHYEMO BpaxoBYBaTH OCOOJIMBOCTI MapKeTHHry iHHOBawii. Peamizaumis yrox i
CHIBpOOITHUIITBO MK OaHKOM Ta €JIEeMEHTOM IHHOBAIiiiHOI 1H(GPACTPYKTYpH CTBOPIOIOTH
MeXaHI3MU i1 0OMiHy iH(popMalli€ro, MOCTIHHOI B3aeMOJIl 3 yyaCHHKaMHM, 10 3a0e3MevyroTh 1
CYNPOBOIKYIOTh pEali3allil0 1HHOBAIIMHUX MPOEKTIB, a TAaKOX I 3a0€3MedYeHHs MOCIiJOBHUX
KOMYHIKaI[i} 1110J10 MIATPUMKH PO3BUTKY CIELiali30BaHUX YCTAHOB.

3a pesynabTaTaMu aHamizy (¢iHAHCYBaHHS 1HHOBAI[IWHUX MOJIEICH MOBEAEHO, IO IS
VYkpaiHu HaiOUIbII JOLIJIBHOIO € KOPHOpaTHBHO-JepKaBHA CHCTEMa, B fAKIM pi3HI JAeprkaBHI
YCTaHOBH, BIJNOBIAANBHI 3a MPOBENEHHS HAayKOBO-TE€XHIUHOI MOJITHKH, BIJITPAlOTh BHUPIIIAIBbHY
poib. BusBieni oco6nuBocTi crparerii 6aHKy MOKyTb OyTH BUKOPHCTaHI B JiSTIBHOCTI 3 PO3BUTKY
IHHOBAIIMHOI CHCTEMHU Ta 1HHOBALIMHUX CTPYKTYP.

KurouoBi cioBa: iHHOBalii, 6aHKHM, TPOEKT, 1HHOBalliHA cHCTeMa, 1HHOBAIliiHI OaHKH,
CTpaTeris.

®opmyi: 0; puc.: 1; Tabx.: 1; 6161.: 21.
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POJIb BAHKOB B HAI_II/IOHA.JIBHOI7I HHHOBAHHOHHOFI CUCTEME:
OB CTPATETMYECKH AHAJIN3

AnHoTanusi. PaccmoTpeHa ponb OaHKOBCKOW CHCTEMBI B mporecce (HOpMHUPOBAHHS
WHHOBAIIMOHHOM cucTeMbl. [IpenoxeHbl HampaBIeHHs MTOBBIIIECHHS] HHHOBAIIMOHHOW pOM OAHKOB
W MHHUMHU3AIMK  WHHOBAIlMOHHBIX PUCKOB TyTeM  HWHTErpallud C  WHHOBAIMOHHOMN
uHppacTpykTypoil. [lpomsBeneH aHaimM3 MeXaHHU3MOB TMOJICPKKM HWHHOBAIMi OaHKamMHu Ha
npumepe Wunuu, BenukoOputanum u HopBerun. Pa3pa®oTaHbl OCHOBHBIE —TOJOXKCHHUS
WHHOBAIIMOHHOM  cTparerun OankoB. [lo pe3ymbTaram aHaimM3a OCHOBHBIX  MpoOJeM
WHHOBAIIMOHHBIX OAHKOB TpEJJIaracM CTPATeTHI0 MHHOBAIMOHHO-MHBECTHIIMOHHOTO mHKIA. [Ipu
dbopMupoBaHUM OaHKOBCKOTO MOPTQENs WHTEIJICKTYyadbHOM COOCTBEHHOCTH M WHHOBAIIMOHHBIX
MPOEKTOB aBTOPHI MPEAJIAral0T YYUTHIBATH OCOOCHHOCTH MapKETHHTa WHHOBAIMA. BhISBIICHHBIC
OCOOCHHOCTH CTpaTeTMd OaHKa MOTYT OBITh HUCIOJB30BAaHBI B JIEATEIBHOCTH IO PAa3BUTHIO
WHHOBAIIMOHHOM CUCTEMbl U MHHOBALIMOHHBIX CTPYKTYP.

KiioueBble  cjioBa: UWHHOBAaIMKM, OaHKW, TMPOEKT, WHHOBAIMOHHAs  CHUCTEMA,
WHHOBAIIMOHHBIE OAHKU, CTPATETHSI.

®opmyn: 0; puc.: 1; Tabn.: 1; 6ubmn.: 21.

Introduction. Foreign experience shows, that for banks the companies possessing their own
unique technologies are the most strategically attractive clients with whom long-term mutually
beneficial cooperation is possible. This is not surprising, because in modern economic conditions,
any production can be competitive in the market, only by generating innovation ideas. This factor is
also important, as the banks have practically exhausted the potential for further development, and
only in small business there are excellent prospects for business growth, not only credit, but also
commission, for which many banks are aimed. The number of entrepreneurs in the world is
growing, and this trend is greatly accelerated by innovations and the emergence of various online
services, solutions and business platforms. Also, financial start-ups may soon become a real
competitor to banks and the entire the banking sector. A serious threat to banks is represented by
large technology companies, like Apple, Facebook or Alphabet. For example, all these companies
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already allow payments to be made, which allows them to receive revenue from the commission.
Moreover, billions of dollars of users are stored on the accounts of Apple ID and Google ID users,
who buy content online and many experts assume, that this is only a matter of time, when
companies launch their financial services. So the necessity of banking sector active participation in
addressing of multi-functional and complex problem of innovation development is based on
external and internal factors of economic trends. The external factors include the financial markets
globalization expanding, increased integration of financial and industrial capital and growing needs
of domestic producers in foreign investment attracting to innovation projects. The internal factors
influence the effectiveness of economic reforms, due to the interest of banking sector in the further
integration of industrial & financial capital. The main of these factors deals with the banking
business universalization that is growing every year, caused by the competition between
commercial banks and non-banking institutions, the necessity to expand the range of new banking
products.

From the point of view of strategic development, one must take into account, that the
formation of national innovation system is impossible without assessing the potential of national
economy, in the resource subsystem of which the financial system is defined by the banking system
as an integrator of internal and external sources of financial and credit support for innovation.

Research analysis and problem statement. In the study «Does Banking Affect
Innovation?» [1], scientists at Georgetown University of Business has shown, that banking
competition can help small businesses by increasing access to credit, which allows small businesses
to work independently and not be acquired by potentially large companies.

The banks play significant role in developed states considering innovation objects as an
important part of their client strategy [2]. Also banks become active participant of innovation
networks and clusters [3; 4] and initiators of innovation project cycles of companies [5]. New
technologies are also important for banking strategy enable the new co-operation forms in banking
and innovation policies [6].

In banks competitive landscape analytics [7] it is underlined, that banks must take
immediate steps to move towards innovations by:

- current innovation capabilities and performance critically assessing;

- innovation roadmap developing and supporting capabilities and processes;

- aligning the innovation agenda with the organization’s broader strategy;

- creating opportunities and incentives for employees to be entrepreneurial.

Nanda and Nicholas (2014) have found, that the sharp drop in external bank finance
availability not only impacted the innovation rate, but changed the innovation trajectory away from
more experimental and radical innovations to incremental and sustaining innovations [8]. Also the
changes in bank finance availability or cost have been shown to impact both the rate and nature of
innovation by firms [9].

Also study [9] confirms the growing interest in the multi-stage financing of innovation, both
in established firms and startups, and understanding the optimal contracts and policies that might
stimulate innovation.

In this case the study of [10] illustrates the basics of patents using as collateral in banks.
According to his estimations 16% of aggregate stock of patents at the US Patent and Trademark
Office (USPTO) has been pledged as collateral at some point, and that companies with patent-
backed debt have performed over 40% of USPTO patenting since 2003.

According to OECD experts [11] and authors of analytical review [12] the reforms of
banking and financing system following the financial crisis (e.g. banks’ increased capital
requirements), can reduce the motivation for risk among the traditional investors. Governments are
therefore promoting new ways to stimulate access to finance for R&D and innovation, including
public-private partnerships.

In this regard, the study of theoretical and methodological foundations and practical
mechanisms of investment activity of banking institutions in the innovation sphere, the
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systematization of domestic and foreign experience of banking investment state regulation,
problems and prospects of bank innovation credit, project and venture financing for innovation are
of great importance [13].

The relationship between of capital accessibility to start-up firms (venture capital) and bank
financing is still poorly understood in domestic practice. Typical obstacles in the relationship
«bank-borrower» (information asymmetry, agency costs) are exacerbated for these firms, which as a
result are experiencing face with financial difficulties. This is why innovation banks are created to
better meet the demand for financial resources and diversify activities.

Due to the complexity and variety of innovation processes, that are taking place, their
effective development is impossible without the development and consistent implementation of
innovation strategies, that have not yet been adequately addressed in scientific research for the
banking business.

The purpose of this research is to consider the main points of banking strategy development
within the innovation system.

Methods of research. Methods of current research are institutional & evolutionary approach,
methods of strategical development of innovation systems and the ways of innovation development
ways selection, which will be used for the bank’s innovation strategy development.

The study is based on the hypothesis, that at present banks are initiating project cycles of
companies, providing them and themselves with an acceptable level of project and credit risks, and
the most important link in initiating investment plans for the world economy. This hypothesis is
confirmed by foreign experience: the key loan products of banks are products for project initiation
and risk management, in which banks act as project organizers, risk managers and consultants [5].

The project financing should be considered not just as a way of financing projects, but as an
integrated bank product for arranging project financing, which allows banks to take into account
their specifics and, if possible, improve project indicators. According to study of Business Banking
Fees Rank 2017 conducted by Markswebb, banks, actively working with the SME segment, are
practically equal in tariffs [14]. The trend was reflected throughout the world: banks began to
consider SMEs as one of the priority client segments in all spheres. If banks will not occupy a niche
in the near future, it will be done by companies from related industries (IT, retail, etc.). For
example, services for European entrepreneurs, for example, are going to be offered by Rakuten
Europe Bank, built on the basis of Japan’s large online trading platform Rakuten and Rakuten
Finitex fund with capital of $ 100 million.

Research results. It is also worth noting that innovations (investment in technology with a
low probability of payback in the future 3—5 years) in the activity of banks has always been
present, as banks are the leading sectoral sector in terms of the number of technologies consumed.

The innovation bank specializes in lending operations for innovation developments, know-
how, research of technical and technological progress, and also on operations for lending to venture
capital. In other words, it is a specialized bank created for lending primarily to risky projects, for
example, developments with an uncertain or very long-term effect. The bank receives its main
resources from its own funds, state contributions, investment funds, customer deposits, and
sponsorship. Loans of such a bank are mainly of long-term nature. With successful financing of
projects or inventions, the bank receives a part of the founder’s income, the share of profit from the
introduction of innovations; profit is obtained, first of all, from the rapid growth of the value of
shares.

Loans, issued by innovation banks, are used to introduce innovations and inventions into
production, to raise the level of production of enterprises, to produce the latest high-performance
products. In an innovation bank you can apply for a loan for design development and for the
development of new activities [15; 16].

Implementation of agreement between bank and innovation infrastructure element will
create mechanisms for information exchange, constant interaction with the participants providing
and accompanied by innovation projects implementation, and for ensuring of consistent

30



communications to support the development of specialized institutions. So participants can carry
out cooperation in such areas:

- financial support for innovation projects of SMEs at different stages;

- innovation projects advanced monitoring;

- attraction of private investment to projects, which are supported by financial institutions;

- development of common approaches for the selection, evaluation, structuring and
implementation of innovation projects.

For the participation of domestic banks in new forms of innovation activities financing of
enterprises with a view to enhancing the development of innovation component of SMEs in Ukraine
it is necessary [17]:

- creation at the state level of specialized innovation banks should be encouraged. This can
be assisted by: the use of differentiation of the tax rate on banks’ profits in lending high-tech
projects, depending on resources use direction, granting privileges and banks encouraging to buy
shares of innovation enterprises by exempting from tax the part of banks’ profits, invested in shares
of these enterprises. It is also possible to establish a lowered norm of mandatory reservation for
banks, which are lending of innovation projects;

- it is necessary to implement a mechanism for state insurance of loans, granted to SMEs,
that develop and implement innovation high-tech products and activities, that are associated with
significant investment risk;

- at the level of domestic banks, more attention should be paid to the development and
implementation of new credit technologies for innovation projects, development of venture
departments in their structure or separate funds with the banks participation, and new banking
products development for innovation SMEs.

There are such peculiarities in the bank financing:

- special character of banking system regulation in most world countries, which limits its
participation in the risky operations by way of administrative actions, oriented to keep stability and
security of credit organizations. For example, the higher reservation system, as far as delinquency
probability is increasing, raises the bank resources cost in comparison with capital markets.
Obviously, such a circumstance prevents from banks’ participation to finance risky productions;

- structural differences. While financing the innovation enterprises, non-conformity with the
innovation sectors functioning system is particular for banks. Most high technological markets have
high level of «minimum effective production amounts», caused by dynamic effect of scale
(«teaching effect»), i.e. decrease of average costs per product unit during some period of time due
to the cumulative issue growth. As a result of econometric research, dynamic effect of saving plays
a significant role by scale at early stages of the product life cycle in sectors, where there is a high
share of labour, especially high qualified one, i.e. in the high technological sector.

Analysts of Infosys found out how retail banks relate to innovations and how they actively
plan to deal with them at the earliest date. The company published the annual report «The
Innovation in Retail Banking», which formed the base for 150 banks inquiry in the whole world.
Analysts tried to find out, how banks relate to innovations, whether they have and plan to carry out
concrete innovation strategy soon (special block in business- and IT-strategy with own budget) and
whom they see as main competitors in the sphere of competitive innovations formation. In 2013
60% of banks keep the innovation strategy. As a comparison, in 2009 the index was 1.6 times lower
— 37% of banks. The strategic priority of innovations leads to the budget increase. According to
data of Infosys, 77% of banks raise budget for innovations and only 5% of them decrease it [19].

By way of IT tools development, banks have great opportunity to influence both society
development and its informational competence through service market development, and first of all
— through development of distant serving channels and self-service offices [18; 20]. Banks
increase accessibility of such service and in such way form an additional consumer demand.

According to analysis of the main issues of innovation banks we propose to consider the
strategy of innovation investment cycle (Fig. 1).
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General scheme:
the bank accepts for depositing (depositing money for a certain period
of time with a payment of interest) funds from depositors, examines
various innovative projects, chooses the most promising and invests in
them part (with the exception of the reserved reserve) of deposited
funds.

Benefits:
gets its share in the profits on implemented innovative projects, from
these profits, it pays with investors (returns to them in addition to
interest the deposited sums) and forms its own banking profit.

Conditions for strategy implementing:
e development of investment and financial infrastructure;
e creation a wide network of specialized valuation, insurance
and audit companies, venture funds;
e creation of collective investment institutions;
e creation of rating agencies.

Innovation bank strategy

Fig. 1. Bank’s innovation financing strategy
Source: Created by authors.

Within this strategy the following stages of bank’s work on innovation projects lending such
activities can be distinguished:

- attachment objects searching;

- assessment of profitability and risk of project;

- financing scheme development;

- conclusion of agreements (determination of loan agreement conditions, choice of form and
type of collateral for loan obligations, choice of the way of registration of contractual relations,
determination of responsibilities of the parties and liability for violation of obligations under the
loan agreement);

- implementation of R&D, production and commercial program to full repayment of loan,
control over repayment of loan;

- evaluation of project financial results and their comparison with the planned ones.

While forming such portfolio banks have to consider peculiarities of the innovations
marketing:

1) technological prediction must take a significant place, which finds directions of R&D
activity, the result of which will be competitive in the future;

2) it is necessary carefully to study directions of demand changings both in the scientific and
technical and in final product;

3) marketing efforts have to be oriented to study abilities of the intellectual product to
provide the saving of direct and materialized labor in the material sphere;

4) it is necessary to make efforts to protect and to save intellectual property rights, since an
intellectual product is subjected to faster moral aging, than material ones;

5) searching of the intellectual product replication ways is one of its marketing peculiarities,
because it can be sold at various markets to different consumers.

The innovation commercial banks are intended first of all to engage in such activity, but it
may be interesting for any commercial and specialized bank, which receives an opportunity of
innovation risks security (Table 1).
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Table 1.

Parameters of the financed sector and corporative management, which are peculiar
for countries with various systems of innovations financing

Main features of the financing sector and Types of the financing systems
corporative management Market Corporative and state Cluster (net- Meso-
wide) corporative
Financial market development High Not high Not high Not high
Banking concentration It does not High High High
matter
Banks participation in the management of Not developed Not developed
companies developed developed
Accessibility of the venture capital high low high high
Share of institutional investors in the 30-50% Less than 10% 30-40% Less than 10%
venture funds financing
Share of the venture funds banking Less than 40-60% 20-30% 30-40%
financing 20%

Source: [21].

The following types of insurance policies are popular at the intellectual property international
insurance market:

- to cover the patent rights breach — recovery of expenses, related to the legal prosecution of a
person, who entrenched on rights to the intellectual property object of policy holder;

- to cover expenses for the patent rights protection, i.e. it protects policy holder, when someone
gives him a claim on infringement of rights for IPO, belonged to the third party;

- to cover losses in case of insufficient licensed payments. Western banks often require to take
out an insurance of the borrower’s intellectual property, used to secure credit, in bank’s favor.

One can distinguish four main types of successful systems to finance innovations: market,
corporative and state, cluster (net-wide) and meso-corporative (table 1).

Next, we will consider the most successful banking initiatives in the framework of innovation
systems.

In India, Venture Investment Association (IVCA) was established in 1992. Until recently only
Indian players were united. The largest of them were founded by the Small and Medium Enterprise
Support Bank (SIBDI) — National Venture Fund for Software and Information Technologies with a
total volume of $ 250 million and the SME Growth Fund with a total volume of more than $ 1 billion.

The main objectives of these funds are reduction of long-term risks characteristic for innovation
industries, search and investment in new companies in such sectors as “living systems”, IT, retail,
engineering, food industry, healthcare infrastructure and logistics. Venture divisions of some other
major Indian banks, engaged in traditional direct investment, willingly finance innovation start-ups.

To stimulate innovation, the UK government has developed a scheme called Small Firms Loan
Guarantee (SFLG).

Within this scheme, the government provides guarantees in the event that the firm fails to
comply with the terms of the loan agreement between the lender and the borrower. However, this
scheme operates under certain conditions under which the government guarantees full or partial
repayment of loan, covers part of credit rate, etc. In fact, SFLG is a joint venture between the BERR
department and a number of participating creditors, who manage it and carry out all commercial
borrowing operations. The guarantee premium is 2% of the loan amount and is paid quarterly by the
borrower to the BERR department. In principle, the government guarantee covers 75% of the cost of the
loan and is provided to small firms with an annual turnover of up to 5.6 million pounds [12].

In Norway, 20 banks and technology companies have gathered and created a financial & tech
hub to promote the global innovation agenda in conditions of growing cooperation between banks and
financial & tech start-ups.

The participants of the new association Finance Innovation became such well-known banking
groups as Nordea, DNB, Skandiabanken, Monobank, Sparebanken Vest, and also the companies Tryg
Forsikring, Tripod, Knowit, Stacc, Webstep. Among the educational partners are Norwegian School of
Economics and University of Bergen. The formation of cluster coincided with the new regulatory
requirements of PSD2 and MIFID II, as well as advanced technologies in the field of artificial
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intelligence and distributed registries, which catalyzed the development of new business models and
services in financial sector. All this, in the end, contributes to the use of new technologies and financial
& tech services among consumers in Norway, where penetration of smartphones is 80%, and 90% of
the country’s inhabitants use the Internet to perform various banking operations.

Cooperation between banks and start-ups is becoming a familiar tool of the local financial
technology market. For example, Skandiabanken’s recent investment in the robotic consulting service
Quantfolio, or Sparebank’s partnership with the online agent Boost.Al and the online loan platform
Vest, as well as Nordea’s social savings platform Spiff.

The cluster will catalyze the launch of new initiatives in research, education, innovation
infrastructure and internationalization. A new financial & tech cluster for each of the stakeholders
(existing businesses or start-ups) serves as a competitive advantage when entering the global scene. The
cluster also benefits greatly from the joint efforts of strong and committed partners, as well as the
growing portfolio of private investors. Using strategic resources, the Norwegian financial & tech cluster
has all the prerequisites to become an influential international hub.

Conclusions. Within the modern financial strategies banks need to adopt flexible and customer-
centric strategy, which should be based on responsibility to global innovation changes, regulatory
demands and technologies, which deals with the value networks creation new wave. Full use of the
banks’ capacities for innovation development and production economic growth requires an increase in
the role of the government. The state of the banking system is characterized as a post-crisis adaptation to
the current economic conditions of functioning. Analysis of financing innovation models allows us to
conclude that for Ukraine the corporate-state system, in which various government agencies responsible
for conducting scientific and technological policies play a crucial role, is the most appropriate. At the
same time, venture funds and small innovation business in such a system often play a subordinate role,
being affiliated with banks, corporations and research institutes. Necessary condition is also a system of
powerful universal banks acting as strategic partners of companies.
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