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Abstract. Over the last decade, domestic enterprises have faced serious problems in the sphere of innovative
development. Government’s reluctance to finance innovations has become the major obstacle leading to
temporary freezing of innovation activity of enterprises. The study aims at investigating the theoretical foundation
of innovative modelling of entrepreneurship and elaborating business development model of modern industrial
enterprises, taking into account innovation components and the current state of the country’s economy. The
theoretical and methodological basis of the research is the conceptual provisions and scientific developments of
experts in innovative development and issues relating to the management of innovation processes, published
in monographs, periodicals, proceedings of scientific and practical conferences on the problem. In spite of the
significant contribution of domestic scholars in research and elaboration of the theoretical background of the
country’s innovative development, there are a number of aspects regarding the innovations in performance
modelling of industrial enterprises, which remain unclear. Results. At the present stage of development, industrial
enterprises are bound to seek internal financial resources for innovative development or carry out modernization
involving both domestic and foreign investments. In addition, managers of industrial enterprises have realized
that innovation activity is the key to the company’s successful performance in competitive business environment.
Although a significant part of domestic investment has been forwarded to innovative business development,
there is a problem with the integral planning of innovative activity. Conclusions and directions for further researches.
The authors have developed and proposed the basic model of innovative development of Ukrainian industrial
enterprises. The model is based on the above-mentioned models of innovative development taking into account
specific characteristics and factors in business model elaboration. This model envisages the development of
innovation-oriented enterprise consistent with the context of economic performance. The results of the research
can be used for modelling and comprehensive assessment of the model implementation in the enterprises in
Dnipro region.
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Unfortunately, Ukraine lacks for environment support
of innovation-based economic development these

1. Introduction

Historically, science, technology, and innovation

have always been key factors in societal development.
Highly developed countries have intensified and
accelerated innovation activity over the past decades.
Currently, the innovation trend is becoming
increasingly ~ widespread, which provides for
competitive advantages to business entities, fosters
their market positions and, therefore, it favours
economic upturn of the countries, which boosts the
development of domestic innovation entrepreneurship.
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days. The national economy still demonstrates a high
level of power consumption and non-competitiveness.
The latest research into national business performance
has shown that Ukrainian companies have a
complex of problems related to elaboration and
implementation of innovative development strategies,
particularly, as regards uncertainty of performance
outcomes. That is why the subject of the research is
still of high relevance.

!'Department of Management, National Metallurgical Academy of Ukraine.

E-mail: tatiana.aloshyna@gmail.com

*Department of Management, National Metallurgical Academy of Ukraine.

E-mail: 13managua@gmail.com

8



BaLTIiC JOURNAL OF ECONOMIC STUDIES

Vol. 4, No. 2, 2018

2. Analysis of recent research and publications

The theoretical framework of innovative development
and issues concerning the management of innovation
processes have been presented in the papers by such
prominent researchers as: Afuah A., Ob16j K., Hamel G.,
Adamenko O.A., Andronnikova N.G., Barkalov S.A.,
Geets V.M., Danilishyn B., Dzhedzhula VV,
Epifanova IYu., Tsvik O.G., Zakharchin G.M,
Hllyashenko S.M., Kolotyuk O.I, Rogoza M.,
Petukhova O.M., Fedorenko V.G., Huchek M., and
others.

In spite of the significant contribution of domestic
scholars into research and elaboration of the theoretical
background of the country’s innovative development,
there are a number of aspects regarding innovations in
industrial performance modelling, which remain unclear.

3. Goals and objectives of the study

The aims of the study are to investigate the theoretical
foundation of innovative entrepreneurship modelling
and to elaborate a business development model of
modern industrial enterprises involving innovation
components and taking into account the current
state of the country’s economy. For this purpose, the
study focusses on defining the “model of innovative
development”, describing a methodology for innovative
development modelling, as well as presenting the
basic model of innovative development of Ukrainian
industrial enterprises.

4. Analysis of theoretical approaches
to modelling innovative development

The main constituents of the model of innovative
development are such economic categories as “model’,
“innovations”, “development model”, and “business
model of an enterprise”. Let’s consider some of the
mentioned categories in details.

In general terms, the model is a representation of
an object, system or concept in the form, which may
differ from the actual configuration. Model is a source
of information about the object. It helps to interpret,
understand or improve the object. Models are seen as
copies of an object, regardless of the fact that they can
be made of different material and within a different
scale or display certain characteristics of the object in
an abstract form.

In the context of the research, the model is a detailed
profile with the outlined system and logical structure,
built on innovation basis (Andronnikova, Barkalov,
Burkov, Kotenko, 2001). Such a model consists of
interdependent qualitative and quantitative indicators
that characterize different economic phenomena. There
have to be defined sources and regulation mechanisms,
as well as incentive and efficiency of the innovation-
based character of a dynamic enterprise.

Any model, concept or scheme should be based on
general cornerstone principles such as:
~ integrity (complexity);

- cause-and-effect relationship (interrelation,
convergence, coexistence of the old and the new);

- synergy;

— emergence (derivation of the tree of objectives for
the entire system and its components);

— structuredness;

— adaptability (mobility);

— alternativeness (interchanging of ground-breaking
ideas, options);

— consistency;

- non-additivity  (synthesis of the old, the
contemporary, and the new) (Zakharchyn, 2008).

In its turn, innovation is a transformation of potential
scientific-and-technological advance into the practical
realm, embodied in new products and technologies.

Contemporary theoretical literature in the field of
economics provides diverse definitions of innovations
depending on the subject and object of the research.
Some scholars define innovation as a process.
Particularly, according to V. Fedorenko (Fedorenko,
2003), innovation is a process aimed at the creation,
production, development, and qualitative improvement
of new products, technologies, and organizational
forms.

M. Khuchek considers innovations as changes. He
supposes that innovation is a change in engineering
and technologies, organization, ecology, economy, and
social life of an enterprise (Khuchek, 2002).

In accordance with the 1st Article of the Ukrainian
Law “On Innovation Activity”, innovation is a newly
created (applied) and (or) improved competitive
technology, a product or a service, as well as an
organizational and technical solution of industrial,
administrative, commercial or another kind of nature,
which significantly improves the structure and the
quality of production and (or) of social sphere.

Alist ofinnovation objects was stated in the 4th Article
of the above-mentioned law. Objects of innovation
include:

- innovative programs and projects;

- new knowledge and intellectual products;

- business equipment and processes;

— the infrastructure of manufacturing and enterprise;
— organizational and technical solutions of industrial,
administrative, commercial or another kind of nature,
which significantly improve the structure and quality of
production and (or) social services;

— raw materials, mining and processing facilities;

- marketable output;

- foundation mechanism of a consumer market and
marketable output distribution and sales.

The development modelis the nexteconomic category,
which has a morphogenetic nature of the examined
notion. According to the authors, development model
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is the main projection of overall economic processes
of a company, proposed to management for key goals
achievement.

Creation of development model is hardly possible
without the elaboration of business-model of an
enterprise on the whole.

K. Obldj defines a business model as a general
conception of the company operation. In the author’s
opinion, a business model is a combination of a strategic
conception ofa companyandatechnology ofits practical
realization, considered as the elaboration of a value
chain securing effective operation and regenerating its
resources and skills efficiently (Obl¢j, 2014).

A. Afuah gives the following definition of a business
model (Afuah, 2014): “A business model is a set of
company’s activities, its performance techniques
including the stipulation of required time, aimed
at creating superior customer value (low-cost or
differentiated products) and securing position for value
take-over”

G. Hamel presented an interesting definition of
business model in terms of innovativeness (Hamel,
2007). He interpreted business-model as a foundation
of innovative business conception. According to Hamel,
implementation of new business models, especially in
highly innovative economy sectors, undermines old
business approaches to a greater degree rather than the
introduction of new technologies does.

The innovative conception of business operations has
to be built on the basis of drastic innovations, which
break new ground opportunities in the market.

G. Hamel offers a model structure with four major
elements including:

— basic strategy;

- strategic facilities;

- communication and relationships with clients;
- network costs.

Summarizing above-mentioned definitions, the
authors have proposed the following definition of
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innovative development model, which is an expression
of priorities, directions, structures, incentives, strategies,
and mechanisms that shape the innovation policy of the
enterprise. It is the basis of business model elaboration,
grounded on innovations and underlying processes of
the enterprise.

S. Methodology for forming
the innovative development model

Elaboration of the innovative development model is
based on research and assessment of various options
of innovative solutions, which meet the company’s
business image and objectives of its development.

It is necessary to say that innovation activity is a
dynamic system that requires periodic adjustments
taking into account possible changes in external
conditions and new opportunities for the company’s
growth (Pyetukhova, Silakova, 2011). Stages of
elaboration of the innovative development model of
enterprises are presented in Fig. 1.

Coordination of innovative strategy of the enterprise
with its general business strategy (which aims at solving
strategic tasks) is a specific characteristic to be taken
into account while elaborating an innovative model.

Strategic tasks directly influence optimization
of company’s structure and define its harmonized
paramount targets. The effectiveness of these objectives
depends on the characteristics of the innovative model,
which plays an important role in the consistent and
coherent performance of an industrial enterprise.

Thus, in the present conditions of economic
development, it is possible to use several types of
innovative development. This possibility is stipulated
by a group of factors (Fedorenko, 2003):

— geographical location of production facilities;

— market (trade area) for final products;

- nature of the response to needs and conditions of
social progress;

Analysis of the external and internal environment of the

L enterprise

{ Formation of the goals and objectives of innovation

{—/L

t Development of innovative strategies

O

O

{ Defining innovation potential of production

Calculation of efficiency of innovative projects and
implementation of an innovative model of development

Fig. 1. Stages of the creation of innovative development model of the enterprise
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— potential risks and challenges for the company;
- external characteristics of the industry;
— specific nature of various innovative models.

It should be noted that the model has to be designed
with consideration of all above-mentioned factors and
priorities of economic development of the company.

There are various models of innovative development,
described in the economic literature. Such models are
generalized and explained in Table 1.

Table 1
Characteristics of models of the innovative
development of the company

Name of the
Ne The main characteristics of the model
model
- Financing from the state budget;
Model of State s . & ’
1 - Guaranteed food security and alignment
support . . .
of scientific and technical potential
- Accumulation of industrial, scientific,
Local and financial capacity, combined
oca
. . joint innovation process of enterprise
2 innovation
. development;
environment

- Creation of innovative technologies,
products, and logistics

- Unification of research and development
in a single innovation chain;

- Concentration on solving business
problems with the use of business
logistics and financial resources

Intra-industry
clusters

- Establishing cooperation with other
innovation actors;

- Creating innovative systems with the
implementation of all factors that impact
on industrial activity;

Intra scientific
4 and technical

1
COMPIEXES | Transfer of technology and quality of
scientific and technological capacity with
minimal resources;
- A combination of elements of other
5 Mixed models;

- Serving the interests of industrial
enterprises.

Undoubtedly, there are no expressively outlined
models of innovative development in precise (ultimate)
formulations. The most common conception is a model
mixed of five others listed above. This model has to
be adapted to the needs of each particular company.
In each case, a company determines key elements
of the model stipulating its production function.
Herewith, innovative development model has to be
based on innovative changes in all spheres of enterprise
performance. Therefore, implementation and extension
of innovations by enterprises should take into account:
- Innovation of products;

- Innovation of processes;

- Innovation of personnel;

- Innovation of management activities;
- Innovation of culture.

Transition to an innovative model of a company’s
performance is determined by the direct influence of
environmental factors. Such factors are divided into
certain groups.

Different approaches to classification of innovation
factors are described in the economic literature. And in
our opinion, it is necessary to apply traditional PEST-
factors for holistic analysis of the model and research of
the following groups of factors:

- political and legal;

- economic and information;

- engineering and technologies;
- organizational;

- socio-cultural.

More detailed description of each group of above-
stated factors is presented in Table 2 below.

Table 2
The main factors of innovative development

Factors of innovative .
Ne development Influence quantity
evelopmen

— creation of a legal framework

for the innovative development of
Ukrainian enterprises on the basis of
laws and regulations;

1 Political and legal

— acceleration of vertical and
horizontal integration in the
. international space;
Economic and . .
2 . ) — influence through the increased
information e
competition in the old markets and
new markets in line with the needs

of society.

— creation of new ways to satisfy
needs;
— stimulation of innovative
development by improving the level
Technical and P . Vmp 5
3 . of education, knowledge, and level of

technological o

scientific development;

— impact on the technical and
technological aspects of innovative
enterprises.

— impact on innovation sphere
Organizational and | through institutional governance

management and institutional and organizational
changes.
— a detachment of socio-cultural
S Socio-cultural impact of innovation on the

influence of many other factors.

There are three innovative development models
subject to the level of factors and innovation process
arrangement in the company:

1. Innovative development based on internal
organization, when innovation is elaborated and tested
inside the enterprise by its functional units employing
planning and monitoring of their interactions within an
innovation project of the company.

2. Innovative development based on external
organization. Such a model envisages elaboration of
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innovations by means of contracting when bid requests
for elaboration and testing are allotted to external
agencies.

3. Innovative development based on external
organization with the help of venture companies. In this
case, a parent company has to establish affiliated venture
companies for the innovation project implementation.
These affiliated companies underwrite additional funds
for new projects realization (Zakharchyn, 2008).

6. The basic model of innovative development
of Ukrainian industrial enterprises

The authors have developed and proposed a basic
model of innovative development of Ukrainian
industrial enterprises. Worked-out model is based on
the above-stated models of innovative development
taking into account specific characteristics and factors
of business model elaboration. This model envisages
the development of innovation-oriented enterprise
consistent with the context of economic performance
(Fig. 2).

In the authors’ opinion, the basic structural
components of innovative development model of an
industrial enterprise should be:

- abasic strategy of the company;
— strategic directions of business performance;

— amarket of business activities.

The basic strategy of the enterprise should consist
of the following elements: objectives; mission; the
structure of the company’s potential; competitive
position of the company; its financial result from the
strategy implementation.

The basic strategy has to be oriented to the process of
targeted consistent change of the company’s standing
in accordance with its innovation potential. The latter
is an ability to create new opportunities for subsequent
business performance by the implementation of new
solutions, ideas, and outcomes of innovations.

The above-stated elements of the strategy define
strategic directions of the company’s development,
which play a role of the vector of activities and a
guideline for the company’s development in the current
economic conditions. Strategic directions of business
performance and company’s strategy itself shall be
considered in a close connection with each other
because they are mutually conditioned.

Introduction of innovations in all areas of the
enterprise activity is a prerequisite for strategic
directions’ change and strengthening of the company’s
position in the market.

In accordance with the developed model, strategic
directions of the company shall be associated with the
expansion of the market by means of permanent research

B External environment Rival
1 Customer 1
Client I Client
. .. K VI
Strategic direction
Market Baseline strategy Gain of
development clients
Objectives
Client = Potential Client
il s Skilled v
2
= Sales and
= production
— - Competitiveness
Pricing policy = Study of
A Profit demand
Client Client IV
111
Rival RiVal
11 v

Fig. 2. Basic model of innovative development of industrial enterprises
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of market demand and maintaining of competitive
prices providing that quality of products is high.

Market analysis of the company’s activities has to be
done with its breakdown into structural components
and market participants. Under the market structure,
we understand the balance of supply and demand for
goods and services in the market. Market participants
are competitors, suppliers, and customers.

The model, proposed by the authors, stipulates a close
relationship between a company and its consumers, on
the one hand, and a company and its competitors, on
the other, all together operating in the same market.
Therefore, market analysis of the needs, opportunities,
and activities of both consumers and competitors
should be a top-priority task and an activity guideline at
all stages of the model functioning along with innovative
vectors of industrial enterprises’ development.

It should be noted that proposed modelling of the
company’s innovative policy in modern conditions
of economic development involves achievement of
relevant goals:

- development of viable industrial complex fostering
competitiveness in domestic and foreign markets;

- satistying consumers’ needs in the market for the
company’s business activities;

- reducing the company’s dependence on suppliers;

- increasing capabilities for the market expansion
exploiting competitive advantages and implementing
innovative components;

- improvement of the company’s competitiveness
by increasing its workforce capacity, resource and
innovative potential.

7. Conclusions

Over the last decade, domestic enterprises have faced
serious problems in the sphere of innovative development.
Government’s reluctance to finance innovations has
become the major restraint, which hasled to the temporary
freezing of innovation activity of enterprises.

At the present stage of development, industrial
enterprises are bound to rely on internally financing

innovative development or carry out modernization
involving both domestic and foreign investments.
In addition, managers of industrial enterprises have
realized that innovation activity is the key to successful
performance of the enterprise in the competitive
business environment. Although a significant part of
domestic investment has been forwarded to innovative
business development, there is a problem with the
integral planning of innovative activity.

To summarize:

1. 'There is no common view on the definition
of a model of innovative development. The main
constituents of the “model of innovative development”
are such economic categories as: “model”, “innovations”,
“development model”, and “business model of an
enterprise”. Summing up the above-mentioned
definitions, the authors have proposed the definition
of innovative development model as an expression of
priorities, directions, structures, incentives, strategies,
and mechanisms that shape the innovation policy of the
enterprise. It is the basis of business model elaboration,
grounded on innovations and underlying processes of
an enterprise.

2. The authors have laid out the main characteristics,
principles, factors, and stages of forming the innovative
development model. Thus, the elaboration of the
innovative development model is based on several steps,
namely, arranging the stages of modelling procedure,
coordinating the innovative strategy of an enterprise and
its general business strategy, and including all factors in
innovative development. Studying theoretical sources
made it possible to develop the model of innovative
business development described in the paper.

3. The model presented is a visualized concept of
involving and implementing innovative components
in industrial enterprises’ development strategies.
The model takes into account the company’s market
environment and activities of all market participants
enabling it to differentiate strategic directions of
enterprise development in theoretical and practical
terms.
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