                                                                           Karganov Sergey 

                                                       Doctor of Economic Sciences, Professor 

                                                                           © Karganov S.A., 2009 r.

Program of country’s transition to 

innovative economy

(Development project)

                                                      “Although we are able to quite accurately calculate the  expenditure spent by the state or companies on social care activities, environment protection or research, we cannot calculate with the same accuracy the anticipated effects (effects of production in particular).”

Roman Milewski [1, p. 36]
The creation of conditions for steady and effective development of innovative economy cannot be based on the presently accepted methods of economic assessment and planning.

Innovative economy cannot be built in this country AS LONG AS:

· development of the national economy is assessed by such indicators as GDP (Gross Domestic Product), reflecting not more than 40% of the production  at home, calculated on the basis of Leontiev’s interbranch balances of ‘input – output’ type and a system of national accounts (SNA) [2] and [3]. 

· the method of constructing interbranch demand-supply production balances is not used, i.e. balances oriented on consumption, together with a method of such interbranch balances optimization [4].

· there are no national methodologies for evaluating development (investment) projects [5] and research and development ? (innovative) [6] projects in terms of their economic effectiveness. 

UNIDO recommendations for the methodologies and particular methods concerning investment project effectiveness assessment do not assure reliable results. Besides, UNIDO recommendations are not suitable for the assessment of the effectiveness of infrastructrure and social facilities modernization; these recommendations will practically deprive development project executors of the rightful profit from innovations. 

Finally, an experienced economist using UNIDO recommendations can carry out calculations the amount of any economic effect of innovation s/he will be requested to obtain.  

· there is no official national methodology of defining market prices of research/technological production, the absence of which  makes it impossible to assess the performance of authors of new technologies and techniques in terms of innovation effectiveness [7].

· a complex system of taxation functions In Poland: 18 various taxes and charges; double taxation of employees is allowed; active capital is relieved from paying excise, VAT and part of CIT; the system does not follow basic taxation principles.

· accounting, statistical and operating systems are not able to identify the results of innovations in plans and  report indicators of business activities [8]. 

Overcoming the above obstacles will enable creating competitive and stable business activities in the developing country.

In all the countries innovative economy is mainly seen as a source of  increased national wealth (NW). 

The following objectives are to be met to stimulate the development of a country based on innovations:

· assessment of yearly economic effects of investment and of innovations measured by NW. 

· estimation of social utility / use of future work or tasks measured by performance increment // results / output  increment at a constant level  of NW use (prac lub zadań wielkością przyrostu wyników przy stałym użyciu BN kraju).

· reduction of unemployment and inflation by optimizing interbranch production supplies.

·  determination of market prices of R&D projects.
· possibility of using an alternative to UNIDO method for the assessment of economic effectiveness of foreign R&D projects executed in Poland.

· amendments to national legal instruments to enable the assessment of market value and financing of R&D projects, and the assessment of national economic effectiveness of investments and innovations,
· starting a campaign promoting the conditions and principles of innovative economy in the country.

Program schedule

Stage І. Preparation of scientific foundations for three inter-related problems:

Problem One: Devising tools for the functioniong of innovative economy In the country.

1.1. Methodology of defining and use of new macroeconomic indicators: Gross Domestic Income (GDI) and Gross National Income (GNI). 

1.2. Methodology of creating, use and optimization of New supply-demand balance models – interbranch balances of ‘demand-supply’ type IBB <D-S>.  

1.3. Methodology of the assessment of yearly economic effect resulting from the implementation of innovation based on increase / increment of national wealth (NW).

1.4. Methodology of the assessment of various social effects resulting from innovations.

1.5. Methodology of the assessment of investment economic effectiveness. 

1.6. Methodology of calculating market prices of R&D production. 

Problem Two: Making balances of payments and state budget in the conditions of innovative economy.

This will include:

2.1. Methodology of building export-import balances and balances of payments based on IBB <D-S>.

2.2. Methodology of projecting changes in business transactions due to changes in current capital turnover.

2.3. Methodology of projecting the Exchange rate of national currency based on changes in IBB <D-S>.

2.4. based on IBB <P-P> the development of a mechanism of planning the quantity of monetary aggregates and money issues.

2.5. Methodology of the economic effectiveness of international co-operation based on IBB <P-P>.

2.6. Building criteria of banking monopolization AT Home and the EU and its consequences for the country.

2.7. Planning changes in the structure and composition of the state budget income  from investment and innovative activities.

2.8. Planning the results of changes in the state spending structure.

2.9. Methodology of auditing the social, investment and innovation activities of the state.

Problem Three: Updating of accounting and taxation systems in order to assure the functioning of innovative economy mechanism in the country.  

This will include:

3.1. development of the foundations of book-keeping and statistics for the evaluation of human capital / resources.

3.2.  Change in the system of accounting company’s intangible assets and income.

3.3. Development of the foundations for accounting costs of creating and implementation of innovations. 

3.4. Inclusion in the book-keeping balance of calculating the costs of human resources and innovative projects results.
3.5. Analysis of the possibilities of simplifying the taxation system in view of a proposed system of national accounts.

Stage I.  Time for completing – within 11 months from the start. Estimated cost – 2.0 m euro.     

Form of reporting – one copy of each report in printed and electronic form for each official reviewer.

Stage ІІ. Reviewing and approval of the reports. Writing and signing a «Protocol of agreed discrepancies».

Time of completing Stage II – within 2 months after the acceptance of the reports. Estimated cost – 0.1m euro.     

Form of reporting − «Protocol of report reviews» with an enclosed copy of the review in printed and electronic form plus «Protocol of agreed discrepancies». 

Stage ІІІ. Development and corrections of new methods and instructions, assuring the functioning of innovative economy, and of proposals to amend existing normative-legal instruments.
Time of completion – within 11 months from the signing of «Protocol of agreed discrepancies». Estimated cost – 0.5m euro.      

Form of reporting − «Protocol of report reviews» with the results of calculations related with the implementation of innovative economy and proposed corrections of existing normative-legal instruments.
Stage ІV. Reviewing the reports on the results of testing new theoretical foundations for the building of innovative economy. Writing and signing «Protocol of agreed corrections».

Time of completion – within two months from the acceptance of reports. Estimated cost – 0.05m euro.     

Form of reporting − «Protocol of agreed corrections », presenting an assessment of work done and «Plan of actions aimed at drawing normative-legal agreements on the function of innovative economy in the country».  

Stage V. Preparation, agreeing on and acceptance of changes in normative-legal instruments, discussing issues and questions arising in the phase of implementing the fundamentals of innovative economy. 

Completion of work – within 12 months from the acceptance of amended normative-legal documents. Estimated cost – 1.5m euro.     

Form of reporting -  existence of compatible methods and instructions approved in the defined order, providing for the functioning of innovative economy in the country.

Stage VІ. Dissemination of information and educational activities to promote the fundamentals of innovative economy among entrepreneurs, university staff and students. These will include publishing of a coursebook, revision of university curriculums and workshops for entrepreneurs. Estimated cost – 0.2m euro.     
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