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ENTERPRISE DEVELOPMENT STRATEGY: INNOVATION AND INTERNAL FLEXIBILITY

Anomauis.

Posensoaromuvca nioxoou 0o pospobku cmpamezii inHo8ayitino20 po36umky nionpuemcmed. Brasano, wo ne-
00XIOHOI0 YMOBOIO ICHYBAHHS NIONPUEMCINEA CIMAIOMb ROCMIUHT THHo8ayil ma 3minu. Hazonoweno, wo cmpame-
2IUHULL N02TA0 HA THHOBAYIUHY OISIbHICMb NIONPUEMCTNGA 00380JIA€ 84ACHO 3peazy8amu Ha 3MIHU, 3aNyCMumu
came my mexHon02il0, AKA HA0ACMb Ceplo3y nepesazy ma npuHece 3HauHe NOKPawjenHs No3uyil nionpuemcmed
Ha punxy. Joseoeno, wo iHHOBAYItHUL PO3GUMOK NIONPUEMCINBA € CKAAOHUM NPOYECcoOM, Wo NOmMpedye niamy-
6AHHsL | YNPABGNIHHA 3ac00amu IHHOBaYItiHOI cmpamezii ¥ 8i0n08IOHOCMI 00 KOHKDEMHUX MOACIUBOCIEN OP2aHi-
3ayii, Ha OCHOGL pe3yIbMamis OYiHKU 8Cix Gopm UMOSIPHOI iHHoBayitiHOT OistbHocmi. TTiOkpecaeno, wo 6 ymoeax
nepexiono2o nepiody il eKOHOMIYHOI Kpusu 8 YKpaini 20106HOI0 MemMOI nepesasicHoi Oinbuocmi niONpUEMCME €
aoanmayis 00 yM0o8 NiO8ULeHoi OUHAMIYHOCIE 3068HIUHBO20 MA BHYMPIUHL020 cepedoguiyd. Budineno, wo 2o-
JIOBHUM NUMAHHAM YAPABLIHHA PO36UMKOM NIONPUEMCMEBA € PIBHOBA2A MIJIC 3MIHAMU | cmabinbHicmio. 3podieHo
BUCHOBKU, WO Ni0 Yac po3pobnents cmpamezii HeOOXIOHO 8PAX08YBAMU 83AEMO36 SI3KU, 83AEMO3ANEHCHOCII MaA
6N1UG PIZHOMAHIMHUX NPOYeCis, hakmopis i yMO8 SIMUUSHAHO20 MA CEIMOBO20 PUHKIE HAYKOMICMKOT npoOyKyil,
AKI CYMMEBO BNIUBAIOMb HA PE3VIbINAMUBHICb THHOBAYTUHOT OITbHOCMI NIONPUEMCING.

Abstract.

Approaches to development of strategy of innovative development of the enterprise are considered. It is indi-
cated that the necessary condition for the existence of the enterprise is constant innovation and change. It is em-
phasized that the strategic view on the innovative activity of the enterprise allows to react to changes in time, to
launch the technology that will provide a serious advantage and bring a significant improvement in the company's
position in the market. It is proved that the innovative development of the enterprise is a complex process that
requires planning and management of innovation strategy in accordance with the specific capabilities of the or-
ganization, based on the results of evaluation of all forms of probable innovation. It is emphasized that in the
conditions of transition period and economic crisis in Ukraine the main goal of the vast majority of enterprises is
to adapt to the conditions of increased dynamism of the external and internal environment. It is highlighted that
the main issue of enterprise development management is the balance between change and stability. It is concluded
that when developing a strategy it is necessary to take into account the interrelationships, interdependencies and
the impact of various processes, factors and conditions of domestic and global markets for knowledge-intensive
products, which significantly affect the effectiveness of innovation.

Knrouogi cnosa: cmpameeis, innosayis, eHyuxicms, Oi3Hec-niau, cmpamezidnuil MeHeodcmMenm, Micisi nion-
puemcmea, iHiYylamueHiCmb, YCNix.

Keywords: strategy, innovation, flexibility, business plan, strategic management, enterprise mission, initia-
tive, success.

The innovative nature of production is one of the  economy of Ukraine, when innovation should be con-
most important factors determining the success of the  sidered as a resource to increase the competitiveness of
enterprise in a market environment, its financial stabil-  individual enterprises, industries and industry as a
ity and competitiveness. This factor is especially im-  whole not only in the domestic market but also interna-
portant in the market transformation of the national tionally.
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As practice shows, the strategic success of the en-
terprise depends on the implementation of strategies for
its innovative development. The implementation of any
strategy requires certain changes in the enterprise, and
the implementation of changes faces resistance and nu-
merous problems and obstacles [4]. The art of strate-
gists is not only to formulate a good strategy, but also
to successfully manage the process of strategic change
and enterprise development.

Theoretical-methodological and methodological
principles of management of innovative development
of the enterprise are reflected in the works of the fol-
lowing scientists: Kaletnika G.M., Hunko 1.V., Hon-
charuk 1.V., Branitskogo Yu.Yu., Baldynyuk V., Vol-
berda H.W., Demkiv 1.0., Ignatieva I.A., Khlistunova
N.V., Malyuty L.Ya., Stadnyka V.V., Yokhny M.A_,
Thompson J., Temnenko S.M., Tchaikovsky O.l.,
Chudyak M.M., Ostapiv N.V., Shavshina O.S., Shati-
lova O.V., Shulgina L.M., Yukhimenko V.V. and oth-
ers.

The analysis of scientific researches of these au-
thors has revealed, that the existing approaches to man-
agement of innovative development of the enterprise
are focused on stable economic conditions of manag-
ing. Although, as is known, today the processes of de-
velopment of domestic enterprises are characterized by
instability and stagnation. In addition, today in the fi-
nancial and economic literature the issue of formation
and implementation of the strategy of innovative devel-
opment of the enterprise is not disclosed. This signifi-
cantly complicates the process of making sound man-
agement decisions to increase the efficiency of finan-
cial and economic activities and ensure the innovative
development of the enterprise.

In today's world there are global changes in the
system of social production. There is a transition from

mass consumption to diversified consumption. Modern
technologies, and especially information, make it pos-
sible to produce small batches of a variety of products
to meet the different tastes of consumers. A necessary
condition for the existence of the enterprise are constant
innovations and changes [6; 7]. The internal instability
of the functioning of organizational and production sys-
tems is growing.

Reality shows that modern trends in the direction
of constant innovation, internal flexibility and aban-
donment of stereotypes in the work of the enterprise
have a significant destructive potential. Constant updat-
ing of the enterprise generates high internal instability,
narrows the possibility of working as a team. Competi-
tive demand is usually short-term, which significantly
affects the behavior of the enterprise.

The purpose of the article is to develop a method-
ological approach to the formation and implementation
of the strategy of innovative development and flexibil-
ity of the enterprise in modern business conditions.

Given the strategic focus of Ukraine on the inno-
vative type of development, the adaptation of enter-
prises to the new conditions of a market economy and
its active reform are closely linked with innovation as a
driving force of economic growth.

A strategic view of the innovative activity of the
enterprise allows to react to changes in time, to launch
exactly the technology that will provide a serious ad-
vantage and bring a significant improvement in the
company's position in the market. Therefore, it is the
strategic approach to the functioning of entrepreneur-
ship that turns innovation into activity and a social fac-
tor of special importance [13]. In the table 1 presents
the main characteristics of the development strategy of
the enterprise.

Table - 1

The main characteristics of the enterprise development strategy

No Name

Characteristic

The essence of strategic
planning

In modern conditions of development of the market environment and grow-
ing variability of character of activity of the enterprise there is a necessity of
the strategic approach to management in particular to planning of activity of

the enterprise.

i Enterprise strategy

This is a general comprehensive program of action, which determines the

priorities for the enterprise problems, its mission, main goals and allocation
of resources to achieve them. It formulates the goals and the main ways to
achieve them, so that the company has a common direction of development.

According to its con-
III | tent, the strategy of en-
terprise development

This is a long-term planning document, ie it is the result of strategic plan-

ning.

v Strategic planning

This is the process of achieving goals for a certain period and activities of

the enterprise.

Development of enter-

This is a rather complex and lengthy process, given the constant revaluation

goals

\Y . . and periodic review of selected objectives, while analyzing the state of the
prise strategies ; .
environment of the enterprise itself.
* Must be multi-level - this means that there must be a definite main goal
and a number of sub-goals;
Vi System of strategic * heterogeneous over time;

« diverse in content or subject of reflection, ie specific production, invest-
ment activities must be indicated;

* unequal in object characteristics.
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VI

The main stages of
strategic planning at
the enterprise

* Defining the mission of the enterprise;

« formulation of strategic goals;

« analysis of the external environment and assessment of the relevance and
reality of the enterprise;

« analysis of the potential of the enterprise, prospects for its development;

* choice of general strategy;

+ analysis of strategic goals;

+ development of functional and resource strategies;

« implementation, control and evaluation of the results of the chosen strat-
egy.

VI

Analysis of the external
environment

It is a process of continuous monitoring, study and control of external factors
in relation to the enterprise in order to timely and as concretely determine
the positive and negative effects of external factors, which are political, eco-
nomic, scientific, technical, social, international and more.

IX

Strategic diagnostics

Analysis of market factors that directly affect the activities of the enterprise,
ie consider the demand, supply, market conditions and the level of competi-

tion for a certain system of indicators.

Source: [6]

The results of experimental research indicate that
the innovative development of the enterprise is a com-
plex process that requires planning and management of
innovation strategy in accordance with the specific ca-
pabilities of the organization, based on the results of

evaluation of all forms of probable innovation. In the
table 2 presents the main stages of formation of enter-
prise development strategy.

Table - 2

Stages of formation of enterprise development strategy

Characteristics of stages

Stage 1

Determining the vector of structural transformations of the desired structural type from a number of

alternatives and corresponding goals. At this stage, outline the forms of future innovation transfor-

mations, generate and prioritize alternative flows, assess the resources needed to implement each of
the possible options, analyze their availability.

Stage 2

Modeling of development strategy and structural transformations. This stage will correspond to the
choice of a model of strategic innovation development with the subsequent identification of varia-
bles, the interrelationships between them, the definition of functions and structure of the system.

Stage 3

Concretization of ways of realization of innovative strategy of the enterprise taking into account
specificity and competitive advantages - methods of the organization of works from formulation of
idea to achievement of commercial result are defined. At this stage, innovative goals are planned
and selected, which are considered as innovative projects with a certain amount of resources to en-
sure them and require organizational support, taking into account the time factor.

Stage 4

Formation of a system of levers, methods, tools of regulation and control, which will ensure further
continuous implementation of the program of innovative transformations depending on the chosen
model of strategic innovative development of the enterprise. It is advisable at this stage to assess
the effectiveness, taking into account the existing limitations, which allows you to estimate the
value of the total efficiency of the innovative activities of the enterprise.

Source: [13]

Today, the success of an enterprise is directly pro-
portional to its ability to transform its business model
before circumstances force it to do so. Success does not
depend on inertia, but on flexibility - the ability to dy-
namically change the basic models and strategies of

business in accordance with changes in the environ-
ment [15]. In this context, we can identify some factors
that contribute to the strategic development of the en-
terprise (Fig. 1).
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Factors of strategic develop-
ment of the enterprise ~

3) The need to attract investment: requires the development
of a business plan, the implementation of strategic changes;

1) The initiative of sen-
ior management or the
emergence of catalysts
for transformation:
forces to constantly pay
due attention to strate-
gic management;

4) Dissatisfaction of con-
sumers, suppliers, inter-
mediaries: requires an
immediate response, ad-
justments to the action
program;

5) Significant decrease in the effec-
tiveness of the firm: requires a revi-
sion of strategic guidelines;

- =

7) Management system develop-
ment program: can push manage-

ment to review the status quo.

2) Mergers or acquisi-
tions with another com-
pany: may require in-
formation on develop-
ment prospects;

6) Actions on the part of the
| main competitors: require
an appropriate response
L_{ from senior management re-
garding strategic changes;

Fig. 1. The main components of successful enterprise development

Source: [9]

The strategy of enterprise development is directly
related to the effectiveness of strategic management of
the enterprise. A historical review of the concepts of
strategic management of the enterprise shows the rela-
tionship of strategy, planning and forecasting, on the

one hand, and the impact of the mechanism of strategy
development processes and traditions of decision-mak-
ing on the effectiveness of various enterprises - on the
other hand. Strategic management is an effective man-
agement tool due to a number of its features (Table 3).

Table - 3
The main features of strategic management
Characteristics of features
| 11 11 1\ V VI
. The most effec-

Strategic man- tive incentives

agement focuses The solution of | The effectiveness . : ’
. in particular .
companies not Asarule, any manage- of each manage- . The main doc-
S material, have
on the present, | only new, fu- ment tasks of | ment action is de- ument that de-
. N . those employ- .
but on the fu- ture-oriented | the enterprise is | termined by the fines the en-
L) ees who make .
ture. Its purpose | management always con- contribution it tire develop-
. . . - the greatest
is to ensure con- tools and sistent with the | makes to the im- b ment of the
- . - contribution to .

stant develop- technologies | requirements of | plementation of the realization firm is a stra-

ment in condi- are used; the develop- enterprise strat- of the purpose tegic plan.
tions gf cqmpe- ment strategy; egy; of the enter-

tition; .
prise;

Source: formed based on the results of the study

In the conditions of instability of the market envi-
ronment competitiveness and stability of the enterprise
are provided by methods of management of flexibility
- ability to react to unpredictable actions, avoiding at
the same time full structural reorganization or destruc-

tion of system. Therefore, flexibility is one of the effec-
tive means of forming the competitive advantages of
the enterprise as an open economic system [5]. In the
table 4 presents the classification of enterprise flexibil-

ity.
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Table -4
Classification of enterprise flexibility

Ne

See

Characteristic

Assortment flexibility
of the enterprise

It is determined by the need to maintain, develop, update the range of products
based on environmental monitoring using marketing research technologies to
anticipate possible changes in consumer demand and the emergence of new
needs in the market environment.

Organizational flexi-
bility

It is connected with the possibilities of using modern technologies of restructur-
ing and reorganization of enterprises as a means of their survival, construction
of adaptive management structures. The peculiarity of its application is the pos-
sible realization not only through internal reserves of development, but also
through integration processes with other business entities.

Management of fi-
nancial flexibility of
the enterprise

Covers capital structure management, use of the financial leverage effect, ensur-
ing liquidity of assets within the limits determined by industry specifics, etc. In-
creasing financial flexibility will mean increasing the competitiveness and in-
vestment attractiveness of the enterprise.

Production flexibility

Covers technological processes of production due to the ability of technology to
quickly adjust to the production of new products, the presence of a high tech-
nical level of equipment capable of implementing advanced technological pro-

cesses based on a high degree of integration of production.

Source: [5]

The company's strategy in the 50s of XX century  the analysis before to reveal essential advantages of the

was based mainly on the results of assessing the ad-  enterprise faces. In fig. 2 presents a functional model of
vantages and disadvantages of various behaviors. Inthe  the main stages of innovative development of the enter-
conditions of high rates of economic development be-  prise.

fore developers of strategy the task to avoid errors at

I = New scientific knowledge

ﬂ

-

I1=» Technological developments ‘]

<

111=>» Production ‘]

<

IV=>» Economic growth

Fig. 2. Functional model of the main stages of innovative development of the enterprise
Source: formed based on the results of the study

The basis for developing an innovation strategy is based on the theory of the production life cycle, the market
position of the enterprise and its scientific and technical policy. Scientists distinguish certain types of innovation
strategies (Fig. 3).
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The main types of innovation strategies:

e

=

=

1. The strategy of the offensive
is typical for business entities
whose activities are based on

the principles of entrepreneurial

competition. It is related to their
desire to achieve technical and
market leadership through the
creation and introduction of
new products. A feature of the
offensive innovation strategy is
the active participation of
employees in the creation and
implementation of innovations;

2. The protection strategy is

aimed at maintaining the

competitive position of
enterprises in existing markets.
The main idea of such a strategy

is to optimize the cost-

effectiveness ratio in the

production process;

-

3. Traditional strategy - this
type of strategy does not
involve significant
technological changes, so it
only conditionally belongs to
innovation. Often productions
become traditional due to the
attachment of certain innovative
forms for a long period of their
life cvele:

5. Dependent strategy - the
nature of technological change
in this case depends on the

<

policy of companies that act as
"parent” to "dependent”

4. The simulation strategy is
used by enterprises that are not
pioneers in launching certain
innovations on the market, but
joined their creation by
purchasing a license from a
pioneer firm;

companies that do not try to
change their products, because
they are closely related to the

requirements of the parent
organization. Small

organizations of this type are

common in capital-intensive
industries, their market success

Source: [10]

directly depends on the success
of consumers of the main
product of the parent company.
Such enterprises do not carry
out innovative search
independently, but provide high
criteria of quality of work and
flexibility of adaptation to
requirements of new
technologies and markets;

< =

6. An “opportunity” strategy or
a “niche” strategy is
management's response to
external market or institutional
signals. Innovative activity here
is to search for information
about the opportunities that
arise in the enterprise under new
circumstances, finding special
niches in existing markets for
goods and services that have a
consumer with an atypical but
significant variety of needs.

Fig. 3. The main types of innovation strategies

In the 1960s, the concept of portfolio analysis be-
came widespread, recognizing the existence of appro-
priate constraints and risks for each activity, in particu-
lar the concept of the experience curve showed that as
production increases, the cost of production decreases.
According to the view that small businesses will not be
able to compete with large ones, the market share
owned by the company was considered as its main ad-
vantage, while the most attractive feature of the market
was considered to be its expansion [6; 16].

However, practice has shown that these ap-
proaches to strategy development correspond only to
the period of economic growth. Since the late 70's, the
external conditions of enterprises have become more
volatile, their efficiency is declining. As a result, at-
tempts are being made to move the strategy out of the

rigid planning framework. Thus, I. Ansoff introduced
the concept of strategic management into scientific cir-
culation, noting that in a changing world it is impossi-
ble to separate strategy and operational activities, long-
term and short-term perspectives, concept and its im-
plementation. In the conditions of transition period and
economic crisis in Ukraine, the main goal of the vast
majority of enterprises is to adapt to the conditions of
increased dynamism of the external and internal envi-
ronment. Therefore, companies need an appropriate de-
velopment strategy, which would be the basis for effec-
tive management decisions [6; 10]. In the table 5 pre-
sents information on the number of business entities by
type of economic activity in Ukraine in 2010-20109.
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Table -5
Number of business entities by type of economic activity in Ukraine in 2010-2019
Number of business enti- of them in% to the total indicator of busi-
Years ties (including banks), natural persons-entre- | ness entities of the respective type of
units preneurs, units activity

2010 2184105 1805118 82,6
2011 1701797 1325925 77,9
2012 1600304 1235192 77,2
2013 1722251 1328743 77,2
2014 1932325 1591160 82,3
2015 1974439 1630878 82,6
2016 1865631 1559161 83,6
2017 1805144 1466803 81,3
2018 1839672 1483716 80,7
2019 1941701 1561028 80,4

Deviation

20194/-2010 -242404 -244090 -2,2
Source: [4]

The strategic nature of the choice of the purpose
of functioning of domestic enterprises becomes a prior-
ity for senior management. Because each company is
unique in its existence, the process of developing and
implementing a strategy for each of them is individual

2019
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and depends not only on the external and internal envi-
ronment, but also on their interaction. In fig. 4 presents
information on the volume of sold products (goods, ser-
vices) of enterprises by type of economic activity in
Ukraine in 2010-2019 (by institutional and functional
approach).

T 9639,73
T 9206,04
T /707,93
I 6237,53
I 5159,06

8000 10000 12000

Fig. 4. Volume of sold products (goods, services) of enterprises by types of economic activity in Ukraine in
2010-2019 (according to the institutional and functional approach), UAH billion.

Source: [4]

The word strategy is of Greek origin and means
the art of deploying troops and maneuvering them in
battle. Later, the word began to be used in game theory,
where it came to mean a plan of action in a particular
situation depending on the behavior of opponents [6].
Thus, the concept of strategic in the sense of the most
important, defining has moved into the terminology of
management from the military lexicon and game the-
ory. In the professional literature there are different
opinions about the essence of the development strategy
of the organization. Thus, I. Ansoff defines strategy as
a set of rules for decision-making, which the organiza-
tion is guided in its activities.

B. Karloff describes the strategy as a generalized
model of actions necessary to achieve this goal by co-

ordinating and allocating company resources. R. Wa-
terman understands strategy as a way in which the firm
is going to improve its competitive position.

M. Mescon considers the strategy as a detailed
comprehensive plan designed to ensure the implemen-
tation of the mission of the organization and achieve its
goals [6; 15].

Despite the variety of definitions and interpreta-
tions of the strategy, its goal is to achieve long-term
competitive advantages that would provide the com-
pany with high profitability.

The variety of theoretical approaches to defining
strategy determines the different attitudes of business
leaders to business strategy. The results of research
conducted by the Institute of Industrial Economics of
the National Academy of Sciences of Ukraine show
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that many companies do not develop a business strat-
egy, believing that strategy is a concept too abstract, so
it can not positively affect the efficiency of the enter-
prise [6; 9].

The strategy consists of many competitive actions
and approaches on which the successful management
of the enterprise depends. Managers (managers) de-
velop strategies to determine in which direction the
company will develop and how it will operate. The

300000
250000
200000
150000
100000

50000

choice of a specific strategy means that from the many
ways of development and ways of action that open up
to the company, it is decided to choose one in which it
will develop [1; 6]. Without a strategy, management
does not have a well-thought-out action plan, there is
no single program to achieve the desired results. In fig.
5 presents information on capital investments of enter-
prises by types of economic activity in Ukraine in 2010-
2019.

0 >

2010 2011 2012 2013

2014

N g

2015 2016 2017 2018 2019

=e—into the ground

in existing buildings
and buildings

in the construction and reconstruction of buildings

* Data are given without taking into account the temporarily occupied territory of the Autonomous Republic of
Crimea, the city of Sevastopol and for 2014-2019 without part of the temporarily occupied territories in Donetsk
and Luhansk regions.

Years into the ground in existing_ bgildings in the con;truction_an_d recon- | in machinery and
and buildings struction of buildings equipment
2010 1123,778 3946,278 62355,662 57390,809
2011 2020,379 6939,161 93074,085 81866,557
2012 1688,793 5241,328 103157,803 104038,452
2013 1078,817 4571,878 100764,669 91951,663
2014 921,410 2703,118 85967,465 75854,102
2015 1148,856 4958,286 85729,526 96253,991
2016 1577,144 7962,494 105562,323 145248,541
2017 1893,981 6203,597 120791,378 200888,011
2018 1629,021 10417,611 166163,237 241157,468
2019 2312,912 10477,239 204848,878 244636,003

Fig. 5. Capital investments of enterprises by types of economic activity in Ukraine in 2010-2019, UAH million.

Source: [4]

Making a strategic choice means combining busi-
ness decisions and competitive action into one. The
unity of actions and approaches will reflect the current
strategy of the enterprise. Discussing new actions and
approaches opens up possible ways to change the cur-
rent strategy.

A well-thought-out strategic vision prepares the
company for the future, allows you to choose the right
long-term directions of development and determines

the intentions of senior management to take specific
business positions. Strategy development is one of the
important functions of enterprise management [6; 8].
The effectiveness of enterprise management today
depends on how well managers develop and implement
strategy. Some managers develop strong strategies but
cannot put them into practice. Others create mediocre
strategies, but implement them brilliantly. In order for
the company to achieve maximum success, managers
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must combine good strategy development with its suc-
cessful implementation [6; 12]. The better thought out
strategy and the more skillfully it is executed, the more

the table 6 presents information on the implementation
of innovations in industrial enterprises of Ukraine in
2010-20109.

chances at the enterprise on a strong market position. In
Table - 6
Implementation of innovations at industrial enterprises of Ukraine in 2010-2019

niﬁgifg?ﬁ_ Share of the \_/ol-
dustrial enter- Number_of ume o_f sold in-
prises that im- Number of Of _the_se_, new | types o_f in- novative prod-
plemented inno- new techno- or significantly novative Of these, ucts (goo_ds, ser-
vations logical pro- improved low- products new types vices) in the
Years (products and / cesses and waste, re- (goods, ser- c_>f ma- total volume of
or technological units intro- source-saving v_|ces), units chm_es and sold products
orocesses) in the duced into technological mtroduced equipment .(goods,_ser—
total number of production processes in jthe re- V|ce_s) of indus-
industrial enter- porting year trla_l enter-
orises, % prises,%
2010 11,5 2043 479 2408 663 3,8
2011 12,8 2510 517 3238 897 3,8
2012 13,6 2188 554 3403 942 3,3
2013 13,6 1576 502 3138 809 3,3
2014 12,1 1743 447 3661 1314 2,5
2015 15,2 1217 458 3136 966 1,4
2016 16,6 3489 748 4139 1305 LA
2017 14,3 1831 611 2387 751 0,7
2018 15,6 2002 926 3843 920 0,8
2019 13,8 2318 857 2148 760 1,3

* Data for 2010-2014 are given for legal entities and their separate divisions that carried out industrial activ-
ities.

* Data for 2014-2019 are given without taking into account the temporarily occupied territory of the Auton-
omous Republic of Crimea, the city of Sevastopol and parts of the temporarily occupied territories in Donetsk and
Luhansk regions.

* Data for 2015-2019 are given for legal entities engaged in industrial activities, with an average number of
employees of 50 people or more.

4 The indicator was not calculated.

Source: [4]

The strategy exists, but it is almost never possible
to make a clear description of it. These concepts are ei-
ther known only to a narrow circle of senior executives
of the firm, or do not have a clear wording and exist
only in general terms. Most managers believe that this
state is a natural phenomenon in business [6; 10]. If the
strategy gives the company an advantage over compet-
itors, it is better to keep it a secret.

Understanding the essence of the conditions in
which the industry operates, awareness of the chal-
lenges facing the company, contribute to the emergence

of a variety of projects for its development. Under con-
ditions of rapid change, when the level of predictability
is very low, management began to use strategic plans
wisely as a tool for implementing the strategy. A stra-
tegic plan is often seen as an obstacle to strategic think-
ing, because the organization becomes a hostage to de-
cisions that are made somewhere above, instead of find-
ing the intellectual freedom so necessary to develop
their own initiative of structural units [6; 12]. In fig. 6
presents information on the sources of funding for in-
novation of industrial enterprises of Ukraine in 2019.
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= own funds of enterprises
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= state budget funds

= funds of non-resident investors = funds from other sources

Fig. 6. Sources of financing of innovative activity of industrial enterprises of Ukraine in 2019, UAH million.

Source: [4]

The term strategic management focuses on the en-
trepreneurial approach. Within strategic management,
the task of management at the firm level is to ensure
overall effective management with a focus on market
relations. It is equally important for the company to de-

velop a strategy aimed at success, and its specific im-
plementation, which is manifested in certain opera-
tional and tactical actions [6; 13]. These two aspects
must be closely coordinated. In fig. 7 presents infor-
mation on the costs of innovative activities of industrial
enterprises in Ukraine in 2010-2019.

25000 23229,5
20000
14333,9 13813,7 14220,9
19000 11480,6 12180,1
9562,6
10000 8045,5 7695.9 9117,5
5000 I I I I
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* Data for 2010-2014 are given for legal entities and their separate divisions that carried out industrial activ-

ities.

* Data for 2014-2019 are given without taking into account the temporarily occupied territory of the Auton-
omous Republic of Crimea, the city of Sevastopol and parts of the temporarily occupied territories in Donetsk and

Luhansk regions.

* Data for 2015-2019 are given for legal entities engaged in industrial activities, with an average number of

employees of 50 people or more.

Fig. 7. Expenditures on innovative activity of industrial enterprises in Ukraine in 2010-2019, UAH million.

Source: [4]

Entrepreneurship is known to come in a variety of
forms, and managers differ from each other in their at-
titudes to certain aspects of entrepreneurship. For ex-
ample, structural managers follow a strategy of creating
more efficient structural formations and obtaining
money by changing the structure of the firm.

Strategic managers focus on the strategy, the pur-
pose of which is to combine resources for the imple-
mentation of complex actions aimed at achieving vari-
ous competitive advantages and solving specific tasks.
This type of business is mainly focused on effective
competition with other companies by more fully satis-
fying customer requests. There are no sharp differences
between structuralists and strategists. The abilities

needed by the manager to make decisions about chang-
ing the structure are largely similar to the abilities [6;
14], necessary to develop an effective strategy for or-
ganic growth.

There are, and quite often, managers who focus on
solving operational issues through skillful management
of free resources. This type of managers has an excel-
lent ability to seek free resources at the expense of use-
less costs and capital and the ability to get rid of them
(costs) [6; 13]. This classification of managers allows
us to better understand what is stronger than one, and
what - others.

The effectiveness of the company's strategy is in-
fluenced by environmental factors, which are divided
into certain classification groups (Table 7).
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Table -7

Factors of the external environment of the enterprise

Mo Name Characteristic
1 Economic Factors related to the circulation of money, goods, information and energy.
Factors influencing political views and dividing people into separate political groups.
2 Political Find expression in the activities and decision-making of local authorities and the gov-
ernment.
3 Socio-demo- Factors that affect the level and life expectancy of people, as well as shape their value
graphic orientation.

4 | Technological

Factors related to the development of machinery, equipment, tools, processes of pro-
cessing and manufacture of products, materials and technologies, as well as know-

how.

5 Competition

Factors that reflect future and current actions of competitors, changes in market
shares, concentration of competitors.

6 Geographical

Factors related to location, terrain topography, climate and natural resources (includ-

ing minerals).

Source: formed based on the results of the study

According to scientists, the external environment
consists of a microenvironment and a macroenviron-
ment. The microenvironment is represented by forces
that are directly related to the firm and its customer ser-
vice capabilities, ie suppliers, marketing intermediar-
ies, customers, competitors and contact audiences.

The macroenvironment is represented by the
forces of a broader social plan, influencing the micro-
environment as a factor of demographic, economic,
technical, political, cultural nature [7].

The concept of the firm's development strategy is
crucial for maintaining or gaining the firm's position in
the industry, market behavior and business interests. In
addition, the strategy is the basis for making important
business decisions, such as: choosing consumer groups

or individual consumers to meet their needs; selection
of the most efficient taking into account resources and
costs of technologies and production processes; deter-
mination of optimal production volumes and location
of enterprises [6; 9]; attempts to achieve higher com-
petitiveness; use of new market alternatives, etc.

The concept of enterprise strategy arose and con-
solidated due to the objective process of significant
change in the external environment of commercial
structures, which led to the need to model the future de-
velopment of business taking into account the projected
socio-economic changes [6; 14]. In addition, the targets
of the organization are set based on its market position
and financial results. In fig. 8 presents the Pyramid of
enterprise goals.

The mission of the enterprise
Obijectives
Task
Action plans

Fig. 8. Pyramid of enterprise goals

Source: formed based on the results of the study

The goals and priorities of innovation are determined based on the overall strategy of the enterprise, they can
reflect the needs of solving specific problems (Table 8).
Table - 8
The main needs of solving problems to improve the innovation of the enterprise
Ne Characteristic
| Radical improvement of quality of the made production, maintenance of its competitiveness in the do-
mestic and world market;
1 Development and wide implementation of resource-saving technologies (primarily energy-saving);
i Reduction to the maximum possible level of manual labor costs, improving working conditions and
safety;
Implementation of comprehensive greening of production in order to ensure proper environmental pro-
tection.

v

Source: [9]
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Determining a specific version of the strategy of
business development and means of its implementation
is a rather difficult problem of scientific forecasting. It
is organically connected with the search for new im-
pulses to intensify technological renewal and develop-
ment, with the peculiarities of internal savings and the
attraction of external funds for investment and innova-
tion in the production process [1; 6].

Along with the choice of a specific development
strategy, the ability of enterprises to adapt to technolog-
ical, market and other changes is of paramount im-
portance today. Thus the enterprise can choose one of
four variants of behavior: passive expectation; active
expectation, ie readiness to meet changes in a qualified
(effective) way; preparing for change and stimulating
desired change. The best option is to prevent change
and stimulate it through innovation [5; 6]. Thus, in a
changing world, the company, in order to respond flex-
ibly and in a timely manner, while maintaining its
course, can not do without technological, economic and
social forecasting.

Forecasting is designed to identify a set of options
for the future. Such a global vision of the future is nec-
essary for action at the local level. In this case, each
employee of the organization must understand the
meaning of their actions, ie determine their place in the
global project. Therefore, to ensure the success of the
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project, the combination of forecast and strategy must
fit into reality and be ensured through the mobilization
of collective intelligence [3; 6].

The reasons for the current crisis are not so much
in the radical destruction of the socio-economic system,
but in the low efficiency of the production and techno-
logical base and structure of production, the loss of
competitiveness of products. Overcoming this trend de-
pends on a radical renewal of fixed capital and the for-
mation of production, which would meet the conditions
of economic development of the XXI century [6; 7].

The future competitiveness of enterprises largely
depends on their properly developed development strat-
egy. If we assume that the development of the enter-
prise is the result of the strategy, the development of the
strategy should be preceded by an analysis of possible
forms of its development. This will allow you to cor-
rectly compose the development algorithm. Supporting
the company in the desired socio-market (competitive)
state requires systematic organizational changes. Con-
sciously regulated organizational changes, as a rule, in-
volve the passage of three stages: readiness for change,
transition to a new state and consolidation [6; 13]. In
fig. 9 presents information on the costs of innovation of
industrial enterprises in the areas of innovation in
Ukraine in 2010-2019.

23229,5

V = 459,42x - 913142

14220,9
12180,1

9117,5

13813,7

2012 2013 2014 2015 2016 2017 2018 2019 2020

Fig. 9. Expenditures on innovations of industrial enterprises in the areas of innovation in Ukraine in 2010-2019,
UAH million.

Source: [4]

Readiness for change is achieved by weakening
the forces that maintain the existing state of the enter-
prise. The transition to change and their implementa-
tion involves the development of new assessments of
the positions, behavior of personnel of the firm and its
divisions. The changes that are taking place are consol-
idated by creating mechanisms that support the compa-
ny's activities and guarantee it strategic market security.
Organizational changes in the commercial structure are
considered as a controlled process of its development.

From the point of view of management the main objects
of change are individuals, groups and the enterprise as
a whole [6; 12]. It is people who either contribute to
organizational change or hinder it. Working on devel-
opment means being aware of change as a means of de-
velopment. The main issue of enterprise development
management is the balance between change and stabil-
ity. In fig. 10 presents a classification of types of enter-
prise flexibility.
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Classification of types of enterprise flexibility

Dynamic flexibility - the ability of the enterprise to increase productivity,
efficiency to meet a variety of demand through improved production process

By the criterion of and innovation.

stability of behav-

\ 4

ior of the produc-
tion system

product structure.

Static flexibility - the ability of the enterprise to carry out operations in dif-
ferent market conditions, with increasing or declining demand, changes in

External flexibility - the ability to main-
tain a competitive position in any change
| in the external environment.

Offensive flexibility

Defensive flexibility

| According to the
”| criterion of orien-
tation

Internal flexibility - the ability of the en-
terprise to provide such internal coordina-
tion, under which the capacity, material,
professional and managerial resources of
the enterprise can be quickly and easily
transferred from one strategic area of
management to another.

Technical flexibility

Technological flexibility

Organizational flexibility

Financial flexibility

Social flexibility

According to the
criterion of adap-
tation to market

A 4

needs

Tactical flexibility - the amount of effort and resources required to move
from the production of one product to another in accordance with the current
production program.

Strategic flexibility - the full range of measures required for the transition of
production to the release of new products when changing the production pro-
gram with the necessary quantitative and qualitative changes in production

capacity.

Fig. 10. Classification of types of enterprise flexibility

Source: [15]

The speed of change is of paramount importance
for the real development of a commercial organization.
It is subjectively determined by management inde-
pendently or with the help of expert consultants. The
main in the management of development is the ability
to see the state of the purpose of the organization in the
dynamics [6; 8].

In modern entrepreneurship, the goal is a direc-
tion, not a destination, so to achieve it requires constant
readiness for change and responding to the needs of in-
ternal and external change. The changes that occur in
the content of the purpose of the organization are man-
ifested in the development and implementation of the
company's strategy and consolidation in the scientific
circulation of the relevant concept [6; 15]. Organiza-
tional changes that determine the consequences of the

development of the organization are based on the exist-
ence in the organization of a balance or a state of dy-
namic equilibrium of two forces directed "for" and
"against" change.

The changes are facilitated by the following fac-
tors: the constant attention of senior management to de-
velopment issues; constant feedback and forecasting of
social and market conditions of entrepreneurship; mo-
tivation and more.

The concept of development in general is defined
as a change in process, a phenomenon from simpler to
more complex and more effective. The essence of the
development process in terms of the functioning of the
enterprise is to increase the level of its organization,
when as the accumulation of information uncertainty
decreases. The versatility of the development process
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determines the use, along with the concept of develop-
ment [7; 8], other concepts that focus on certain areas,
aspects, specifics of this process.

For example, such as market development (to de-
note the process of expanding the range of consumers,
customers), organizational development (development
of individuals, groups, areas of responsibility, manage-
ment systems, initiatives) [9; 13], business develop-
ment (provides for the direction of resources where
they can ensure the highest competitiveness for the
longest period).

A characteristic feature of modern entrepreneur-
ship is that the focus on maximum efficiency in the sta-
tus quo has been replaced by a focus on development
efficiency. The concept of business development has
become a hallmark of the offensive strategy, designed
primarily to expand the scale of business, rather than to
keep unchanged its resources, drivers, factors [6; 12].

Business development, of course, involves actions
that, in contrast to measures aimed at increasing profits
by reducing costs, aimed at expanding operations, ac-
tivities of enterprises as a whole. Business develop-
ment, like any other promising program (such as qual-
ity improvement), can negatively affect the profitability
of the enterprise in the short term [3; 10]. Although, of
course, in the long run they should be profitable.

Another task of business development is to revive
the core business through its internal sources. It is
known that companies, enterprises, industries should
strive to ensure that the useful properties of manufac-
tured products correspond to its price [1; 7]. However,
the focus of production on the usefulness of consumer
goods often contradicts the requirements of efficient
use of production resources.

It is important for a strategic leader to understand
the changes in the environment, which, in turn, affect
changes in organizational culture and structure. Lead-
ers, depending on leadership style, will seek to:

- avoid high-risk decisions or changes in the di-
rection of the organization;

- to avoid revolutionary changes provoked by
strong external pressure;

- to carry out a gradual evolutionary change of the
organization, which observes the environment, in par-
ticular new opportunities, using those that it considers
the most acceptable and desirable. This requires within
the organization:

a) deep understanding of changes and directions of
environment development;

b) flexible resources that can be used to realize op-
portunities;

c) the ability to coordinate resources in order to
make the desired changes. Accordingly, we can distin-
guish two types of changes:

- gradual, constant;

- sudden, ie strategic renewal to combat competi-
tive pressure, and changing in relation to consumer in-
terests [11, p. 220-260].

According to the scope of flexibility and the speed
of its implementation, the following types of flexibility
are distinguished:

- operational - refers to the current activities
within the existing structures and goals of the organiza-
tion;

- structural - is responsible for decision-making
and communication processes in the relevant depart-
ments of the company;

- strategic - associated with the transformation of
goals due to unforeseen changes that could have irre-
versible consequences for the organization [2, p. 169].

Expanding the production of certain products and
reducing unit costs allow more efficient use of fixed as-
sets, materials, labor resources, but at the same time can
often lead to reduced consumer quality of the product,
its attractiveness to the mass consumer [1; 6].

Given the above, the requirements for the manage-
ment of enterprise flexibility are highlighted (Fig. 11).
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* Setting targets for enterprise flexibility
management;

* Definition of algorithm of management of
flexibility of the enterprise;

« Differentiation and fixation of the con-
tent of management of separate elements
of flexibility of the enterprise;

» Combination aimed at the potential of manage-
ment tools to the variability of their use depend-
ing on the requirements of the environment of
the enterprise;

* Correspondence of managerial actions to real
needs of the environment of functioning of the
enterprise;

» Compatibility and concentration of functions
to achieve the competitiveness of the enter-
prise, which leads to the provision of appropri-
ate resources to the management to ensure
flexibility of behavior;

* Sufficient diversity, given that the means of
managing flexibility in quantity and quality
must meet the conditions for ensuring the
competitiveness of the enterprise;

* Orientation of the enterprise activity on
the projects providing support of existing

the risks of activity;

+ Efficiency and timeliness of application to level

or reception of new competitive ad-
vantages;

* Ensuring the competitiveness of the enterprise through the use of synergistic potential of the
elements of flexibility.

Fig. 11. Basic requirements for enterprise flexibility management

Source: [5]

The choice of a particular innovation strategy de-
pends on many factors, including: environmental con-
ditions and factors, the scope of the enterprise, the
range and range of its products, the life cycle of goods,
its ability to monitor scientific and technical infor-
mation on the innovation market, the level of scientific
technical and technological potential, etc.

Thus, enterprises that seek to be flexible to busi-
ness conditions need a special organizational and eco-
nomic mechanism for managing flexibility, the imple-
mentation of which will provide an adequate response
to changes in internal and external environments. Each
innovation, depending on the goals and nature of the
project, will require unique and special processes of
their sequence.

When developing a strategy, it is also necessary to
take into account the interrelationships, interdependen-
cies and the impact of various processes, factors and
conditions of domestic and global markets for
knowledge-intensive products, which significantly af-
fect the effectiveness of innovation.
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T'acymoe Invoap Pamuzoeuu
Kanouoam 3KOHOMUYECKUX HAYK, OOKMOPAHM,

Asepbatioscanckuii I'ocyoapcmeennsiil yrugepcumem negpmu u npomsiutiennocmu, baxy

UCCJETOBAHMS B3AUMOCBSI3A HHBECTUIIMI 1 UTHHOBAIIMI KAK ®AKTOPHI
3KOHOMMYECKOI'O POCTA U PABBUTHS I'A30BOM OTPACJIM ABEPBAMIKAHA

Gasumov Eldar Ramizovich
candidate of economic sciences, doctoral student, Azerbaijan State University of Qil and Industry, Baku

RESEARCH ON THE RELATIONSHIP BETWEEN INVESTMENT AND INNOVATION AS
FACTORS OF ECONOMIC GROWTH AND DEVELOPMENT OF THE GAS INDUSTRY IN
AZERBAIJAN

Annomayus.

B cmampwe paccmompensl pojib UHeecmuyuu U UHHO8AYUU 6 paseumue 24306011 ompaciu onpedeﬂ}ziou;eﬁ oc-
HO6bl DKOHOMUYECKOo20 pocma A3ep6aﬁ()9fcaHa. HpogedeH AHAIU3 63AUMOCBA3U uHHosauuﬁ u uHeecmuuuﬁ KakK
OCHOBHble qbalcmopbl paseumue 2a306011 ompaciu, ﬂ6ﬂﬂ}0meﬁc}l capanmom obecnevenus Hcu3Hecnocoonocmu u
paseumus eocydapcmea. Ompa:)fceyo, umo e3aumooelcmeue UHHOBAYUOHHO20 U UHBECMUYUOHHO20 npoyecca
obecnevyusaem paseumue Hay4YHo-mexHu4ecKkoco nomeHyuaia, ZOCydapCWIBEHHOlZ OKOHOMUYECKOU 66301’1(10H0€mu,
a 2nasHoe Mo 83auUMoO0elicmeue no360asem co30amsb IKOHOMUYECKUe U coyuajibHvle YCioeus onst paseumus ea-
306011 ompaciu. AHanuS’upOGaHbl d)akmopbz, sauAwue Ha pealuzayuu UHHOBAYUOHHbIX NPOEKmMOoe6, memnsvl pas-
sumus UHHOBCIL{MOHHOIZ oessmenbHOCmU 8 2a30601L ompaciu u ee sasucumocmu ont ypOoeH:i, 00vbeMo6 U CmMpyKmypbol
UHeeCcmupoeaHus.

Abstract.

The article examines the role of investment and innovation in the development of the gas industry, which
determines the basis of Azerbaijan's economic growth. The analysis of the relationship between innovation and
investment as the main factors in the development of the gas industry, which is the guarantor of ensuring the
viability and development of the state, is carried out. It is reflected that the interaction of the innovation and
investment process ensures the development of scientific and technical potential, state economic security, and most
importantly, this interaction allows you to create economic and social conditions for the development of the gas
industry. The factors influencing the implementation of innovative projects, the pace of development of innovative
activities in the gas industry and its dependence on the level, volume and structure of investment are analyzed.

Knrouesnie cnosa: 2azoeasn ompdacib, UHHOBAYUA, UHBECMUYUA, AHAIU3, Hequeeaweblzl npoexkm, d)akmopbl,
DKOHOMUYECKULL pocm.
Keywords: gas industry, innovation, investment, analysis, oil and gas project, factors, economic growth.

WHBecTHIIMM W WHHOBAIlMM SIBJSICTCS OJWH U3
TJIABHBIX OMPEICIAIOMHX (PaKTOPOB IKOHOMHIECKOTO
pocrta B JIt000H CTpaHe, TaK KaK COJCHCTBYIOT 00pa30-
BaHUIO 3KOHOMHKH WHHOBAIIMOHHOTO THma. B A3sep-
Oaifkane mpoOiieMa WHBECTHPOBAHUS MHHOBAITMOH-
HOTO CEKTOpa 3KOHOMHKH, MEepPBbIi ouepenp B HedTe-
ra3oBoil oTpaciu (y4uTbIBas, 4YTO [aHHAs OTPACIb
obecrieuynBan JOXOAHYI0 4YacTh TOCYAApPCTBEHHOTO

OrOJKETa) OCOOCHHO OCTPO CTOSJIO HA MOBECTKE JHS,
mocje MPHOOPETEHUS CYBEPEHUTETa PECIyOIUKH.
HNauuHast mpoOiema ObLIa CBS3aHA CIEIYIOIIUMHE TPH-
YHHAMHU: OTCYTCTBHEM (DHHAHCOBBIX BO3MOXKHOCTEH
CTpaHbl Ha Pa3pabOTKy HOBBIX M IKCILIyaTHPYEMBIX
He(Tera3oBbIX MECTOPOXKIACHHUN (B TOM YHCIE TIy0o-
KOBOJIHOM 9acTH KaCTIMICKOTO MeNb(a); OTCYTCTBUEM



