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Abstract. This article substantiates the institutional design of the Institute of State
Innovation Support (IDIS) as a concrete embodiment of the entrepreneurial state concept
(Mazzucato) adapted for the post-conflict governance context of Ukraine. Drawing on New
Public Governance theory (Osborne), transaction cost economics (Coase, Williamson) and
governance network theory (Rhodes), the article proposes a governance architecture in
which IDIS operates as a hybrid public agency: combining a public strategic mandate with
market-discipline mechanisms. The governance architecture is structured across five layers:
strategic (parliamentary mandate and sunset review), oversight (independent supervisory
board), operational (standardised package development), digital verification (ProZorro-
principle platform + e-hryvnia DLT registry), and market discipline (differentiated guarantee
deposit). A comparative analysis with Innovate UK, EIC Accelerator, DARPA/ARPA-E and
Israel's Yozma programme confirms that IDIS is unique in simultaneously combining self-
sustainability (revolving fund), market discipline and sector neutrality. A typological
comyparison across seven criteria demonstrates IDIS's structural advantages over classic
subsidies, PPPs and grants. Scientific novelty: the article introduces the concept of
«accountability by design» as the defining architectural principle of a new class of post-
conflict public innovation institutions.

1. Introduction: The Implementation Gap in Ukraine's Strategic Policy

Ukraine faces a well-documented systemic failure: an implementation gap
between ambitious strategic policy documents and the institutional capacity to
translate them into investable projects. The Hydrogen Strategy of Ukraine, the
National Recovery Plan and the Energy Strategy to 2050 outline transformational
goals — yet no dedicated institution exists to operationalise them into
standardised, market-ready investment packages. This is not a planning failure; it
is a governance architecture failure [1].
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The standard toolkit of public support — subsidies, grants, feed-in tariffs —
addresses symptoms rather than causes. It compensates for project losses without
changing the structural conditions that generate them. As Mazzucato [2] argues,
the most transformative public institutions do not merely correct market failures:
they actively shape markets by absorbing early-stage risks that private capital is
unwilling to bear. DARPA built the internet; Yozma built Israel's venture ecosystem;
the EIC Accelerator is reshaping deep-tech financing in Europe. What these
institutions share is not a budget size — it is an institutional design that aligns
public strategic intent with private capital through governance architecture rather
than fiscal transfers.

This article proposes IDIS — the Institute of State Innovation Support — as
Ukraine's institutional answer to this challenge. The purpose is not to replicate
existing models but to synthesise their most effective elements into a governance
architecture specifically adapted for a post-conflict economy with large-scale
international donor financing, a fragile private capital market and a strategic
imperative for EU integration. The scientific novelty lies in introducing
«accountability by design» as the defining architectural principle of IDIS —
embedded transparency as a condition of institutional functioning, not a post-hoc
addition.

2. Theoretical Foundations: Entrepreneurial State, New Public Governance
and Accountability by Design

The theoretical framework integrates three conceptual schools. First,
Mazzucato's entrepreneurial state [2] provides the strategic logic: the state does not
merely correct market failures by stepping back — it actively creates markets by
stepping forward, absorbing Knightian uncertainty at the frontier of innovation.
Applied to Ukraine, this implies that IDIS should not subsidise projects that the
market has already validated, but rather de-risk projects at precisely the stage
where private capital systematically withdraws — the pre-seed preparation cycle.

Second, Osborne's New Public Governance [3] provides the organisational
logic: effective public policy delivery in complex environments requires hybrid
institutions that combine a public mandate with market-discipline mechanisms.
Neither the pure bureaucratic model (monopoly on knowledge, no market signals)
nor full privatisation (no public strategic alignment) is adequate. IDIS occupies the
governance space between these extremes: a public body that operates through
market competition.

Third, Hood's concept of accountability by design [4] provides the institutional
integrity logic: transparency and accountability mechanisms must be embedded
in the institutional architecture at the design stage, not added as regulatory
overlays after problems emerge. This principle directly shapes the governance
architecture proposed for IDIS: the digital platform is not an audit instrument — it
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is the operational platform. The guarantee deposit is not a penalty — it is a
structural incentive. The sunset review is not a political concession — it is a built-in
self-correction mechanism.

Transaction cost economics (Coase [5], Williamson [6]) provides the micro-
foundation: IDIS reduces information search costs, negotiation costs and
monitoring costs across the investment preparation cycle. By absorbing these
costs once through the standardised package, the institution makes the entire
class of strategic-sector projects structurally more investable — without direct
subsidy.

3. IDIS: Typological Position Among Public Innovation Support Models

Before elaborating the IDIS architecture, it is important to establish its
typological position relative to existing models of public innovation support (Table
1). The comparison reveals that IDIS is not an incremental improvement to existing
tools but a qualitatively distinct institutional form.

Table 7
Typological comparison of public innovation support models across seven
governance criteria

Criterion Subsidy Classic PPP | Grant IDIS (author's model)

State Non- Joint Targeted De-risking + return via

investment logic | repayable operations financing licensing fees &
transfer royalties

Market None Partial None Strong: open

discipline competition +

guarantee deposit

Financial 1.0-1.2x 1.5-2.5x 1.0-1.5x 3-5x (up to 5-8x with e-

multiplier hryvnia)

Self- No — Partial No — Yes — revolving fund,

sustainability recurring recurring break-even yr 4-6
budget budget

Sector neutrality | Low Low Medium High — package

methodology replicable
across sectors

Built-in Post-factum Contractual | Reporting | Architecture: digital
accountability audit platform +
independent board +
sunset review

Source: compiled by the author on the basis of [2; 7; 8 9, 10]

All rights reserved | CC BY-SA 4.0 www. logos-science.com 78



June 19, 2026;
Cambridge, United Kingdom

NOT B2

SECTION 5.
MANAGEMENT, PUBLIC MANAGEMENT AND ADMINISTRATION

The key insight from Table 1 is that IDIS occupies a previously unoccupied
governance space: it is simultaneously self-sustaining (unlike subsidies and grants),
market-disciplined (unlike all grant models), sector-neutral (unlike most PPPs) and
digitally accountable (unique). The combination of revolving fund logic with a
guarantee deposit mechanism creates an institutional form that has no direct
precedent — though, as the next section shows, partial analogues exist in several
advanced economies.

4. International Institutional Analogues: What Can Ukraine Learn?

A comparative analysis of four leading international institutions reveals that
the IDIS concept synthesises best practices from across governance traditions
(Table 2). The comparison focuses not on budget size or sectoral scope but on
governance architecture — the institutional mechanisms by which each model
aligns public intent with private action.

Table 2
Comparative governance analysis: IDIS and international institutional analogues
Institution | Country | Governance Common with IDIS | Key difference
model
Innovate UK Public agency + Verified selection; Non-repayable
UK co-investment de-risking mandate; | grants; no revolving
sector coverage fund; no guarantee
deposit
EIC EU Hybrid: grant + Independent board; | No standardised
Accelerator equity market discipline; packages; project-
EU State Aid level, not platform-
compliance level logic
DARPA / USA Mission-driven Entrepreneurial R&D only; no
ARPA-E public agency state logic; strategic | commercialisation
mandate; high-risk package for market
tolerance implementer
Israel Israel State-backed VC | Catalytic state role; Focused on VC
Yozma co-investment VC ecosystem matching, not
fund building; return standardised
mechanism packages
IDIS Ukraine | Revolving fund + | Self-sustaining; Conceptual-scenario
(author's standardised sector-neutral; EU stage; pilot required
model) packages + State Aid for empirical
guarantee compatible; digital verification
deposit accountability

Source: compiled by the author on the basis of [2; 8; 9, 10; T1]
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From Innovate UK, IDIS adopts the logic of verified selection and standardised
assessment criteria — but transforms them from an annual grant competition into
a permanent platform for package-based market matching. From the EIC
Accelerator, IDIS adopts independent governance board design and EU State Aid
compatibility — but applies them to a revolving fund rather than a grant
programme. From DARPA/ARPA-E, IDIS adopts the high-risk tolerance and
strategic mandate logic — but adds the commercial package layer that ARPA
models deliberately exclude. From Yozma, IDIS adopts the catalytic state role and
the return mechanism — but scales it beyond the venture capital ecosystem to any
strategic sector with standardisable innovation parameters.

The unique synthesis is this: IDIS is the only model that simultaneously
achieves all five governance properties — self-sustainability, market discipline,
sector neutrality, strategic mandate and built-in digital accountability. None of the
four comparators achieves all five simultaneously. This is not a coincidence of
design but a deliberate architectural choice responding to the specific governance
constraints of a post-conflict economy.

5. IDIS Governance Architecture: Five Layers of Institutional Design

The governance architecture of IDIS is structured across five interdependent
layers (Table 3). Each layer addresses a specific governance failure mode identified
in the analysis of comparable institutions: strategic drift (layer 1), capture (layer 2),
bureaucratisation (layer 3), opacity (layer 4) and adverse selection (layer 5).

Table 3
IDIS governance architecture: five layers, actors and accountability
mechanisms

Governance layer Actor Function & accountability mechanism
Strategic (ex ante) | Verkhovna Rada/ Define priority sectors; approve IDIS

Cabinet of mandate; conduct sunset review every 3

Ministers years (parliamentary evaluation with power

to restructure or dissolve)

Oversight Independent Veto power over package approval;
(ongoing) Supervisory Board authority to initiate audit; composed max.

25% of government representatives;
majority: EBRD, EIC, OECD, VC community,

academia
Operational (ex IDIS operational Develop standardised packages; open
ante) team competition for implementers; guarantee

deposit administration; KPI monitoring
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Continuation of table 3

Governance layer | Actor Function & accountability mechanism

Digital verification | ProZorro-principle Full public transparency of all procedures;

(real-time) digital platform + e- | oracle-verification of KPI achievement;
hryvnia DLT automated tranche release; real-time
registry access for donors and parliament

Market discipline Guarantee deposit | 3-8% of project value; returned on KPI
(ex post) mechanism achievement; retained on failure - filters
fictitious applicants; aligns implementer
incentives with public interest

Source: compiled by the author on the basis of [3; 4, 12, 13]

The five-layer architecture embodies the accountability by design principle:
each layer contains both an operational function and a structural accountability
mechanism. The Supervisory Board's veto power is not procedural oversight — it is
a governance firewall against capture. The guarantee deposit is not a financial
instrument — it is an incentive alignment device. The digital platform is not a
transparency add-on — it is the operational environment within which all IDIS
procedures occur, making opacity structurally impossible rather than merely
prohibited.

The sunset review mechanism (Layer 1) deserves particular emphasis. Every
three years, the relevant parliamentary committee conducts an independent
evaluation of IDIS effectiveness across measurable criteria: number of standardised
packages deployed, private capital attracted, KPI achievement rate, financial self-
sufficiency. Parliament may restructure IDIS's mandate or dissolve the institution
entirely. This mechanism transforms IDIS from a permanent bureaucracy into an
evidence-accountable policy instrument — a form of institutional self-correction
that is rare in public innovation governance.

6. IDIS in the Post-Conflict Context: Why Governance Architecture Matters
More Than Budget

Ukraine's post-conflict governance context creates three conditions that
make IDIS specifically valuable — and that traditional institutional design literature
has not fully addressed. First, massive donor financing: Ukraine is receiving billions
in international assistance annually, yet the absorption capacity and accountability
infrastructure for this financing remains underdeveloped [14]. IDIS, through the e-
hryvnia donor token (Circuit 3), transforms international grants into verified,
milestone-linked financial flows — replacing audit missions with real-time DLT
registry access and accelerating disbursement [13].
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Second, the EU accession imperative: every institutional innovation in Ukraine
must be assessed against compatibility with EU State Aid rules, procurement law
and governance standards. IDIS is designed from the outset to satisfy this
constraint: the open competition mechanism for implementers, the independent
supervisory board composition, and the public transparency of all procedures
directly mirror the governance expectations of the European Commission and the
EBRD [7;10].

Third, legitimacy deficit: in a society that has documented extensive
corruption in public contracting, a new public innovation institution faces an acute
legitimacy challenge. The accountability by design architecture directly addresses
this: every IDIS decision is publicly recorded, every deposit is publicly tracked, every
KPI outcome is oracle-verified. Legitimacy is not asserted — it is demonstrated
through the institutional architecture itself.

Conclusions

IDIS represents a new class of public innovation institutions — the self-
sustaining, market-disciplined, digitally accountable public agency — that has not
previously existed in the governance repertoire of post-conflict economies.
Drawing on the entrepreneurial state logic of Mazzucato, the hybrid governance
architecture of Osborne's New Public Governance, and Hood's accountability by
design principle, IDIS occupies a governance space that existing models —
subsidies, PPPs, grants — systematically fail to fill.

The comparative analysis with Innovate UK, EIC Accelerator, DARPA/ARPA-E
and Israel's Yozma confirms that IDIS synthesises their best governance properties
while addressing their key limitations: it is self-sustaining (unlike grant
programmes), market-disciplined (unlike subsidies), sector-neutral (unlike most
PPPs) and digitally accountable (unlike all comparators). The revolving fund +
guarantee deposit + sunset review combination creates an institutional
architecture with no direct international precedent.

The governance architecture proposed in this article — five interdependent
layers from strategic parliamentary mandate to market-discipline guarantee
deposit — embodies the accountability by design principle as the defining
characteristic of a new institutional form. In the post-conflict context of Ukraine,
where legitimacy, absorption capacity and EU integration are simultaneously at
stake, governance architecture matters more than budget size. IDIS is above all an
institutional design choice, not a fiscal commitment.

Directions for further research: empirical comparative case study of IDIS
governance architecture against EIC Accelerator and Yozma using institutional
performance metrics; legal modelling of IDIS under EU State Aid rules; quantitative
assessment of the financial multiplier on a pilot sample; analysis of IDIS replicability
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in other post-conflict economies undergoing EU integration (e.g. Western Balkans,
Moldova).
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