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Abstract
The article covers the problem of analytical provision for managing innovation activities within a company, taking
into account the interests of stakeholders — this is connected with the possibility of ensuring the

competitiveness, assessment of innovation activities and choice of innovation strategy. The purpose of the study
is to identify the conditions and trends of innovation activities within companies as well as to develop
a methodological approach to the evaluation of their innovation activities on the basis of accounting and
analytical data considering the interests of stakeholders. The study of the current state and general trends
of innovation activities at enterprises was conducted in a logical sequence as follows: 1) the number
of innovatively active enterprises, 2) the share of industrial enterprises among the innovatively active
enterprises, 3) the estimation of the amount of financing and the level of expenditures on innovations and 4)
strategic priority directions of innovation activities that allowed to identify and analyze barriers to the
development of an effective innovation policy. This provided an opportunity to develop the structure
of analytical provision for the system of managing innovation activities within a company as a logical chain
of strategic results for achieving economic success. However, a number of limitations and risks were identified.
The assessment of the impact of innovation on the economic, environmental and social efficiency
of a manufacturing production process is argued to be based on systematic and structured accounting and
analytical information and reflected in non-financial reporting (in particular, the G4 Sustainability Reporting).
In view of this, we consider it advisable to supplement the sustainability reporting with the indicators that
characterize the effectiveness of innovation management. The results of the study are relevant and useful
for large and medium-sized enterprises in the context of ensuring the implementation of an innovation model
of development as well as for conducting applied research in the field of business strategies to ensure sustainable
company development.
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Introduction

Increasing the role of scientific and technological progress and knowledge, informatization, convergence
of national economies, increased competition in markets as well as intensification of social and cultural ties are
important trends in the development of society worldwide. An innovative model of developing the economy
is widely recognized and in particular has been reflected in the European Union's Europe 2020 strategy [1], which
is based on flagship initiatives to deliver rational, sustainable and inclusive growth. Fundamental transformations
in business and manufacturing processes, service delivery, organizational methods and other non-technological
innovations are equally important. The innovation-orientated companies are certain to enter new markets,
change the model of doing business, apply original methods to reduce expenses, find new opportunities and

resources, and as experts say [2], apply new products and tools in the market of innovative technologies such as
electronic money, cryptocurrency, etc. The changes taking place cause the development of goal-setting systems,
tasks of current and strategic development, their detailing, integration and transformation in different fields and
directions of individual activities.

The international scientific community is currently focused on studying a wide range of aspects of company
innovation activities and new ways of enhancing innovation management efficiency, implementing innovations
in different areas of company functioning and applying different approaches, methods and indicators to the
analysis of innovation activities. We agree [3] that innovation has a strong positive impact on social development,
and innovation increases the quality of life.

According to experts, new technologies have already influenced almost every aspect of human life. Today, in the
face of significant changes, innovation is becoming one of key elements of stability and considered one of the
most important requirements for companies. Strong competition together with the need to compete with new
market players requires the development of new skills in managers and employees. Thus, it becomes important
to study the extent to which innovations may affect the company's performance that leads to the business's
stable position on the market, to evaluate them in terms of their potential in the process of creating competitive
advantage and to analyse the relationship between the level of innovation efficacy and market efficiency.
Research studies regarding innovation are mostly focused on developed countries, and very little is known about
transition economies [4].

Empirical data and available research papers show that innovation efficiency is greatly enhanced through close
cooperation between the entities involved in innovation activities [5]. According to Pelse et al. [6], bioeconomic
enterprises in Latvia have highly valued the cooperation with research institutes in the development
of innovations. This cooperation is embodied in the formation of the global innovation system that is currently
characterized by certain trends, among which; the functioning of the world technology market occupies the
leading position. Innovation activities can be enhanced through stakeholder engagement, which is aligned with
strategic goals and supported by adequate incentives and management mechanisms. This includes, among
others, CRM (customer relationship management), GR (government relations), and PR (public relations). At the
same time, such relationships (communications) with stakeholders are considered as part of the company’s
intangible assets [7]. Moreover, collaboration with stakeholders promotes structural changes in the economy
and society and is able to influence the entire value chain, from suppliers to end users. When studying the issue
of conflicts of interest between stakeholders with respect to sustainable territorial development [8], key
components of a modern industrial strategy have been identified based on stakeholder collaboration (Fig. 1).
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Fig. 1. Key components of a modern industrial strategy identified through stakeholder collaboration. Source: Source: Own
research

Of the respondents, 28% identified the partnership between government and industries as an institutional
mechanism for innovative change, 15% noted government support for the development of new technologies
and their commercialization in accordance with the strategy, 32% identified support for industrial activities
in enhancing the economy of the country, and 17% emphasized investment in training a skilled workforce of the
future for a term beyond 5-10 years including medium and long-term goal setting based on the analysis
of identified challenges for the future of development; defining strategies by type of activity; creation and
support of development institutes by priority activities (32% of respondents).

Transition to an innovative type of development offers great prospects but also creates significant risks to the
stability and balance of the development itself at macro and microeconomic levels. Risks can have a negative
impact on the design of innovation projects including financial, marketing, intellectual, technical, information
and institutional projects. Therefore, experts are invited to apply methods of reducing investment risks when
implementing projects at enterprises by clearly identifying sources of investment risks and their possible impact;
timely observation of the macro and microenvironment during the implementation of innovation projects;
clearly controlling the risk management process; and through available resources needed to ensure fast actions
and a sufficient timeframe for project implementation [9, 10].

Addressing conflicts of interest between stakeholders in sustainable territorial development has made it possible
to explore and isolate barriers to building an effective innovation policy at the macro-level. The most significant
are identified as follows: low-developed innovative infrastructure and weak development institutions, economic
and political instability, migratory aspirations among highly educated youth and scientists, weak venture funds
and underdeveloped system of regulating their activities as well as taxation (Fig. 2).
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Fig. 2. Barriers to building an effective innovation policy. Source: Source: Own research
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According to E. Witjara, et al. [11], innovation processes in industry are predominantly extensive in their nature
and new products are being mastered mainly through the use of scientific and technical assets of previous years.
This type of innovation development is certain to have narrow limits and will not allow enterprises to maintain
long-term competitiveness. Thus, the elimination of barriers to a modern innovation policy also comes down
to the active use of strategic innovation. The researchers’ findings [11] confirm the importance of strategic
innovation for shifting to a new level of technological structure. The concept of strategic innovation lies at the
intersection of strategic and innovation management and defines strategic innovation as a preventative
innovation aimed at creating new competitive advantages for companies to ensure their competitiveness and
increase business value. When studying the role of strategic innovation in digital companies, Perevozova et al.
[12] emphasize the integrative, multidisciplinary, and “holistic” nature of any strategic innovation.

The main goals of the innovation management system are those of the entity itself. The development
of an innovation management system must be geared towards achieving these goals. The effectiveness of the
company's innovative growth management processes is characterized by a number of indicators that reflect the
efficiency of implementing innovative solutions. Researchers Freeman and Dmytriyev [13] determine the
following indicators to evaluate the actual state of enterprise innovation management systems as follows: level
of material and financial resources, social and psychological climate, leadership style, human potential, system
of evaluation of work results and incentives, flexibility and mobility, communication processes and information
support of innovation activities. According to the scientists, the indicators differ in their significance and unevenly
affect the innovative management system activities [13]. At the same time, a number of scientists dealing with
micro-level innovation management emphasize the need for monitoring the state of the system and achieving
its goals, preparing operational data for senior executives on the current state and development of the system;
accumulating and synthesizing information on the factors of the system development; organizing information
exchange among employees of the system, creating options for the strategy of managing the innovation activity
development considering the existing goals and objectives; evaluating possible consequences that result from
implementation of regulatory decisions related to the management system development; and controlling and
analysing the reasons for not having implemented these decisions [13].

The researchers Khaustova et al. [14] believe that the processes of managing innovation activities regard social
innovations and their evaluation. Indeed, innovations should cover both the development of socio-economic
development strategies in general and the development of strategies for enhancing the competitiveness
of human capital in particular. The role of social innovation must be diagnosed both as a whole and within
individual activities. In terms of economic activity, this regards the development and implementation
of economic management methods, accompanied by the needs of prognostication, synthesis of strategies,
strategic and current plans, financing needs, remuneration, pricing, analysis and evaluation of the state of the
environment, performance evaluation, monitoring of economic processes by directing them towards visionary
and innovative development, application of new knowledge, experience and developed competencies.

Methods

The authors used general-scientific and special methods of cognition. An analysis of the current state and general
trends in innovation activities at Ukrainian enterprises, the evaluation of the amounts financed and spent
on innovation was carried out with the help of the comparative statistical analysis, which made it possible
to identify barriers to the development of an effective innovation policy. The next step was to use logical and
systematic approaches to build a system of analytical provision for the company’s innovation management
as well as to take into account interests of stakeholders and their engagement. This plays an important role in all
types of innovation processes not only in business model innovation. The methodological approach to assessing
the company's innovation activity was developed using a SWOT analysis and a SPACE-matrix, which makes
it possible to determine and evaluate the indicators of innovation activities as well as to justify the choice of an
innovation development strategy. The next step was to evaluate the effectiveness of innovation management
within the company on the basis of the coefficient method. The further use of the graphical method was aimed
atillustrating the results of the study. The research structure was built, and the conclusions were made with the
help of the structural-logical method and the method of scientific generalization.
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Results and discussion
1. Innovation activities as a key factor in the development of companies: analytical aspect

The main factor that determines the development of the national economy is innovation based on the use of new
ideas, scientific knowledge, technologies and products in various sectors of industry and management. The
analysis of the state of innovation activities at Ukrainian enterprises is defined as one that does not meet
the needs of innovative development. According to the Global Innovation Index 2018 ranking, the top innovative
economies are represented by Switzerland (number-one spot for 5 years), Netherlands, Sweden, United Kingdom
and Singapore. The top 5 middle-income countries are represented by China, India, the Russian Federation, Brazil
and Argentina. In 2018, Ukraine ranked 43™, meaning it was among the countries with lower-than-average per
capita income [15]. According to the European Innovation Scoreboard 2018, Sweden tops the list of innovative
countries. The group of leaders also includes Denmark, Finland, Germany and the Netherlands. With respect
to the European level, Ukraine's position has lowered, and our country is ranked as a European outsider
for innovation (together with Romania and Bulgaria) [16]. The trajectory of Ukraine's development differs
significantly from the general trends in modern transformations, which are characteristic of the highly developed
economies where innovations are becoming dominant. The steady reduction in the actual amount of financing
of the scientific and technical complex and the lack of effective scientific and technical policies are not grounds
to conclude that there is a real basis for the transition to an innovative model of development. During 2010-
2018, the number of innovatively active industrial enterprises in Ukraine decreased by 685 units. However,
the percentage of the total number of industrial enterprises increased by 2.6%. According to the studies carried
out in 2011-2018, the most innovative enterprises comprised small and medium-sized companies, the share
of which as the total number of innovative enterprises was about 70% — this was due to the structure of the
survey samples rather than the greater propensity of small businesses to innovate. During 2016-2018, the share
of enterprises engaged in innovation activities by recommended types of economic activity was 18.4% including
technological innovation — 11.8% (product [5.7%] and process [10.3%] innovations), non-technological
innovation — 13.4% (organizational [8.7%] and marketing [10.2%)] innovations); 72.8% of innovative enterprises
were engaged in organizational (47.4%) and/or marketing (55.4%) innovations [17]. One of the indicators
of company's innovation activities is innovation expenditure. Thus, in 2018, the cost of innovation at industrial
enterprises increased by 51.39% compared to 2011 and by 33.59% compared to 2017 (Fig. 3).
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Fig. 3. Comparative analysis of innovation expenditures at Ukrainian enterprises. Source: [17]

The total amount of expenditures classified by the directions of innovative activities at Ukrainian enterprises
comprised 13,813.7 million UAH (2016), 9,117.5 million UAH (2017) and 12,180.1 million UAH in 2018. Moreover,
the change rate for internal researches comprised 5.845% in 2017 and 39.401% in 2018 compared to previous
years, respectively. The change rate for external researches of Ukrainian industrial enterprises constituted
11.246% in 2017 and 119.96% in 2018 compared to previous years, respectively. The pace of change
in purchasing machinery, equipment and software and acquiring other external experiences slowed down in
2017; however, in 2018, the innovation expenditure in these fields significantly increased. Thus, Ukrainian
enterprises were unable to reach the level of innovation activity observed at the beginning of the 21st century
— this confirms the urgency of the problem of enhancing innovation activities by domestic enterprises.
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A significant factor that influences the implementation of innovation is the availability of financial security. Thus,
the strategic priority innovation areas are defined as follows: 1.) Development of new energy transportation
technologies, introduction of energy efficient, resource-saving technologies, and development of alternative
energy sources. 2.) Acquisition of new technology for high-tech development of transport system, rocket and
space industry, aviation and shipbuilding, armament and military equipment. 3.) Development of new
technologies of production, processing and combining new materials, development of nanomaterial and
nanotechnology industries. 4.) Technological renewal and development of agro-industrial complex. 5.)
Introduction of new technology and equipment for high quality health care, treatment, and pharmaceuticals. 6.)
Widespread application of cleaner production technologies and environmental protection. 7.) Development
of modern information, communication technologies and robotics.

The analysis shows that in 2018, despite a slight increase in total amount, funding for all strategic priorities has
increased compared to 2017. The shares of individual areas (2, 3, and 7) also increased in 2017 and 2018
in respect to the total amount of financing. The largest financing amount (153,444.23 thousand UAH or 52.6%)
is directed to the strategic Priority 4 (Fig. 4), the smallest one (5,356.06 thousand UAH or 1.8%) — to Priority 5
[17].

2018 2017
Fig. 4. Assessment of financial support by strategic priority areas of innovation activities at Ukrainian enterprises. Source:
Source: Own research

Kvitka and Kramarenko [18] identified the increasing role of small and medium-sized enterprises (SMEs) in many
countries of the world. The researchers point out that the engines of scientific and technological progress
are individual entrepreneurs, inventors and innovators who are witness to the complex and rigid structure
of large organizations hampering their growth. Small and medium-sized enterprises are becoming the most
convenient form of implementing and promoting innovation. Ziyadan et al. [19] concluded that special attention
is paid to the development of organizational and managerial innovations, which, as a rule, lead to resultant
effects. The indicators of innovative activities are widely used to evaluate the innovative activity within the
company and its innovative competitiveness. At the same time, the need for product innovation management
is emphasized by Vishnich, Wingarten and Neely [20]. The authors investigated the methods of managing
innovation in business service models and evaluated their impact on productivity [20].

2. Analytical provision for innovation activities within the company
The peculiarity of this study is that accounting and analytical support for managing the innovation activity at an
enterprise is a complex system in which the input information is registered, processed using analytical methods
and stored for management purposes to evaluate the effectiveness of innovation activities and make efficient
management decisions. A study by Bondar et al. [21] indicates the feasibility of presenting analytical data as
a logical chain of strategic results. Fig. 5 displays the basic blocks in the system of accounting and analytical
support for managing innovative activities within the company.

https://doi.org/10.32933/Actalnnovations.34.3 e ISSN 2300-5599 e © 2019 RIC Pro-Akademia — CC BY




Acta Innovations @ 2020 e no. 34: 25-39 e 31

. |
|
| Assessment of innovation activities The system of :
! 4 L accounting and |
| . . . . i
I Analysis of innovation climate ana.h./tlcal 1
I Assessment of innovation potential provision for !
innovation 1
1
" - L activities at the 1
I Choice of innovation strategies enterprise |
I — L :
: Control of innovation activity, assessment of balance by types of innovation 1
I 8 —> > :
! Costs and results of innovation N Preparation of financial and Assessment of |
: activity non-financial statements innovation activity 1
1
[

Innovation management system
- L
Stakeholders

Fig. 5. Analytical provision for innovation activities within the company. Source: Source: Own research

Mutanov, Ziyadin, and Shaikh investigated the problem of improving the efficiency of eco-innovative projects
aimed at ensuring sustainable development [22]. The researchers suggest evaluating innovativeness,
competitiveness and environmental efficiency on the basis of graphical models.

Analytical support for innovation management should take into account stakeholder engagement, which plays
an important role in all types of innovation processes, not only in business model innovation [23]. The
stakeholder engagement system includes identification of stakeholders, gathering information on key
stakeholders, identifying their interests, degree of influence on innovation activities within the company, and
areas of influence; analysis of opportunities and prospects for stakeholder engagement; monitoring and
evaluating the effectiveness of stakeholder engagement. For identification, it is suggested to make a separate
entrance evaluation card for each stakeholder. An initially created stakeholder map is the primary planning
document and will continue to change as the project progresses. The stakeholder engagement system is effective
when the company goals are understood and accepted by all the stakeholders, i. e. nothing causes counteraction
and all actions of the stakeholders are aimed at meeting the common goals. According to the authors of the
present paper, the principles of effective cooperation with stakeholders to ensure the efficiency of the
innovation activities within the company are significance, completeness and responsiveness. Significance
requires knowledge of what is truly important for stakeholders; completeness is based on understanding the
needs of stakeholders, ability to influence their expectations and perception of results; and responsiveness
requires the ability to take adequate actions on issues that are relevant to stakeholders and companies.

3. Methodical approach to evaluation of innovation activities within the company

We suggest starting an analysis of innovation activities by selecting approaches to solve the issue of evaluating
the company’s ability to implement innovation projects and outline promising areas of development. The basis
of information for evaluating innovation activities within the company is the data retrieved from accounting
reports, planning and financial documentation, research and development papers of the company, statistical
reports, and expert opinions in the field of innovation. The subjects of carrying out evaluation of innovation
activities are specialists in managing innovative processes in a company, i. e. business analysts. We suggest
dividing the system of indicators to evaluate innovation activities in a company into two groups — indicators
that characterize the innovative potential and indicators that characterize the innovative climate. Each of the
indicators in these groups can be expressed qualitatively and quantitatively. To assess the innovative potential,
we selected the groups of indicators that characterize the material, technical, personnel, financial, and
information and communication potentials.
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According to Bondarenko et al.[24], the innovative climate includes the factors of micro- (market) and macro-
environment. Therefore, the groups of indicators that characterize the social infrastructure, technological and
scientific-technical fields, economic and financial, political and legal sectors have been selected to evaluate the
innovative climate. An instrument for evaluating the elements of innovative potential is a SWOT analysis.
According to the latter, each element of the potential based on the nature of its impact on the company's
activities is defined as S (strong), N (neutral) or W (weak) (Table 1). As a neutral evaluation, the average market
value of the potential element is recommended in this case. The integral value of the innovative potential
in aresource block is determined by the number of its strengths and weaknesses. When working on the
contractual topic "Development of Recommendations for Improving Strategic Management Accounting and
Analysis to Ensure the Economic Security of the Subject of Economic Activity in the Context of Adaptation to
Market Conditions", the developers evaluated the innovative activities of the five Ukrainian machine-building
enterprises. The results for Enterprise 1 are shown in Tables 1-2 and Fig. 6.

Table 1. Evaluation of the innovative potential for Enterprise 1. Source: Source: Own research

Qualitative evaluation of the
. . . . . position
No Indicators for evaluating the innovative potential by blocks
strong neutral weak
(S) (N) (W)
1 material and technical resources
1.1 | equipment and tools availability +
1.2 | supply of raw materials, fuel and energy +
1.3 | area, communications and transportation availability +
1.4 | effective application of material and technical resources (material +
intensity, capital intensity, capital efficiency, profitability of fixed
assets)
2 manpower (staff)
2.1 | number of staff associated with innovation +
2.2 | structure of the personnel engaged in innovation activities within the +
industrial production personnel
2.3 | composition and qualification of management personnel +
2.4 | list of specialists and their qualification +
3 financial resources
3.1 | share of money for development +
3.2 | own sources of funds available to finance scientific researches +
3.3 | use of long-term sources in financing innovation activities +
3.4 | working capital provided for the innovation activity +
4 information resources
4.1 | databases accessibility +
4.2 | patents availability +
4.3 | communication resources availability +
overall score 6 5 4

The factors of the company’s macro-environment (macro-climate) (Table 2) are evaluated the same way as the
innovative potential with each factor of the macro-environment affecting the innovative development of the
company to be evaluated as an opportunity, a risk or one with neutral influence. The integral value of the
innovative climate condition is determined by the number of opportunities and risks.
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Table 2. Evaluation of the innovative climate at Enterprise 1. Source: Source: Own research

Qualitative evaluation of the position
No Indicators for evaluating the innovative climate by blocks opportunities risks
neutral (N)
(0) (R)
1 Social
1.1 | level of education +
1.2 | level of social stability +
1.3 | proportion of employees involved in scientific and research +
work
1.4 | new methods of managing social processes +
2 scientific and technical
2.1 | quality of innovation infrastructure +
2.2 | advanced production technologies (developed and +
implemented)
2.3 | volume of innovative products, works, services and supplies +
and their share in total production
2.4 | level of technology commercialization +
3 Economic
3.1 | tax policy +
3.2 | level of financing for the innovation activity +
3.3 | macro-financial stability +
3.4 | the scale of budgetary spending on science and innovation +
4 political and legal
4.1 | the level of state support for high-tech industries +
4.2 | legal acts in relation to property rights +
4.3 | international cooperation +
overall score 4 6 5

The evaluation of innovation activities within the company provides recommendations for defining or adjusting
the innovation strategy. A four-dimensional SPACE matrix is used to determine the projected position of the
company and the corresponding innovation strategy (Fig. 6) is modified according to the specifics of the tasks
being fulfilled and integrated with the method of the SWOT analysis. In the SPACE matrix, the coordinates that
reflect environmental factors are opportunities and risks (O, R) due to the innovative climate. The coordinates
that reflect the factors of the internal environment are the strengths and weaknesses of the innovative potential
(S, W). The number of strengths and weaknesses of the innovative potential are reflected in the positive and
negative values of the abscissa (X) axis, and the number of opportunities and risks are represented on the positive
and negative section of the y-axis (Y), respectively. The specific values of the indicators plotted on each axis are
joined with straight lines resulting in a quadrilateral. The polygon side, which is at maximum distance from the
centre, shows the vector of company development and, thus, the most innovative strategy under the given
conditions. This procedure of evaluating the innovative potential and innovative climate is carried out for each
scenario.
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According to the foreseen alternative scenarios of environmental development as well as the existing innovative
potential, there are four possible options for the company’s position on the SPACE matrix, namely:

= position in S—O quadrant. The company has a high level of innovative potential and opportunities for
innovative development driven by a favourable innovative climate. This is the best position in the matrix
and the company is recommended to implement an aggressive strategy aimed at improving its
competitiveness through the independent development of fundamentally new products and active
work on fundamentally new innovation projects. The aggressive strategy requires high qualification and
experience of the employees in innovations and a certain reserve of different types of resources. The
implementation of this strategy is associated with significant capital investment and is characterized by
an increased level of risk,

= position in S—R quadrant. The position identified for the company is characterized by an unfavourable
innovative climate. However, there are some resources to reduce the negative impact of external
threats. In order to maintain competitiveness and further innovative development of the company, it is
recommended to implement an acquisition strategy focused on introducing innovative solutions. Such
a strategy may not fully contribute to the achievement of the company's overall objective, but it does
create the conditions for a balanced allocation of resources between conducting its own research and
acquiring licenses and the know-how,

= position in W—=0 quadrant. The position defined for the company is characterized by the presence
of certain external opportunities for the development due to a favourable innovation climate despite
a low level of innovative potential. Under these conditions, the company is recommended to use
a product differentiation strategy or innovation projects to maintain their competitive position in the
market. Such a strategy will allow the company to occupy its own niche and evade direct competition
with giants in the market and to use external opportunities for development of innovative potential,

= position in W—R quadrant. The position identified is the worst for the company, as the company does
not have sufficient resources to reflect the external risks caused by the unfavourable innovation climate.
In view of this situation, the company is recommended to employ a defensive strategy that minimizes
risks and reveals hidden reserves for the development of innovative potential by carefully selecting
promising innovation projects and paying special attention to the production and marketing sectors in
the process of their implementation. The main purpose of this strategy is to select innovation projects
that ensure the company to maximize profits in the short term to stabilize its position.
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According to the accounting data for Enterprise 1, the company is recommended to implement an acquisition
strategy focused on introducing innovative solutions.

To evaluate the effectiveness of innovation management, we suggest calculating the following indicators:

1. Growth rate of intangible assets (IA), GRIA:

GRIA = (IA1 — 1A0) / 1A0 (1)
2. Growth rate of net profit (NP), GRNP:

GRNP = (NP1 — NPo) / NPo (2)
3. Growth rate of sales volume (SV), GRSV:

GRSV = (SV1 —SVo) / SVo (3)
4. Sales expansion rate (S), SER:

SER = (S1—S0) / So (4)
5. Innovation commercialization rate (C), ICR:

ICR = (C1—Co) / Co (5)
6. Eco-costs rate (Ec), ECR:

ECR = (Ec1 — Eco) / Eco (6)

This is of particular relevance in the context of implementing the sustainable development concept, which
provides for the compilation of appropriate G4 reporting to present information about the impact caused by the
company’s activities on the economy, environment and society. By including the indicators used to evaluate the
efficiency of managing the innovative activity in the Sustainability Report of the enterprise (namely, in the section
on corporate governance quality indicators) we make it possible to ensure balance of interests of stakeholders.

Thus, the scenario of choosing an innovative strategy is refined taking into account a specific strategy and
efficiency of managing the innovation activity within the company. This allows identifying promising areas of the
activity and evaluating the priority of developing innovation projects.

We agree with Slintak, Bris and Jurigova [25] regarding the priority of innovative solutions that implies the
implementation of such measures resulting in the achievement of the objectives of innovation activities with
minimum expenses but maximum economic effect. In doing so, the results of evaluating a company's innovation
performance can be used to develop a marketing strategy to become an industry leader [26]. Brodowska-
Szewczuk [27] presents the determinants for the development of innovative activities within the company
in terms of economic competitiveness. To evaluate the company’s innovation, researchers are offered tools
of competitiveness such as an analysis of the introduction of new products, product quality, and evaluation
of relationships between stakeholders. According to the researchers, the internal capabilities of a company
to innovate [27] are presented by an increase of productivity or production capacity, modern methods
of production and service, cost reduction, improvement of work processes, innovations in management. The
consequences of this approach are as follows: increased number of customers, growth in a market share,
enhanced brand awareness, expanded market outreach, increased profitability of production and services,
higher revenues and net income growth. Pesti et al. also emphasize the importance of the four aspects (4P) of an
innovation research including Product Innovation (that is, changing a product or service offered by a company),
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Process Innovation (changing the way you create and deliver services and products), and Position Innovation
that changes the context of Product Innovation Paradigm implementation, which alters mental models [28].

Many experts offer to create a subsystem for monitoring the processes of increasing investment potential,
whereby the company can track the indicators of the investment potential level through feedback channels and
implement innovation projects to increase them.

The study of the theoretical and practical developments carried out by these scientists suggests that they have
deepened the theoretical foundations and practical tools for analyzing innovative activities within the company.
However, the analytical provision for managing the innovation activities requires improvement in order
to evaluate the prospects for the company’s development considering the goals of stakeholders — this issue
determined the choice of the research topic.

Impact

Evaluation of innovation is an element of analytical support for general management, which affects the economy
by improving the company’s efficiency and sustainability. Business efficiency can also be enhanced by improving
business processes. However, there are some limitations and risks that need to be identified. First, the resources
owned by the company are limited; thus, they should be sufficient to finance on-going activities and implement
innovation projects. Secondly, innovation is associated with a higher level of risk, and therefore innovation risks
also impose limits on the scope of innovation projects. The third and the most important limitation is the need
to consider and reconcile the interests of key stakeholders. All innovation projects implemented should comply
with the interests of the relevant stakeholder group without running counter to the interests of other
stakeholder groups. However, the approach to analytical provision for innovation management should be based
on the belief that it is intended to provide opportunities and not to limit them. Therefore, the impact on the
economy through the introduction of analytical support for the innovation management taking into account the
interests of stakeholders has the following characteristics:

= better management of the company's innovation and reputation,

= comprehensive assessment of the external business environment including the development of markets
and the identification of new strategic opportunities,

= building trust between the company and its stakeholders,

= receiving information from stakeholders that may lead to improvements in business processes,

= informing and influencing the stakeholders and the business environment to improve the decision-
making process and facilitate the commission of acts that affect both the enterprise and society,

= and building the company's image as a socially responsible business unit.

It should be noted that the impact of innovation on the economic, environmental and social efficiency
of production should be evaluated based on a systematic and structured accounting and analytical information
and reflected in non-financial statements, in particular, the G4 Sustainability Reporting. In view of this,
we consider it advisable to supplement the sustainability reporting with the indicators that characterize
the effectiveness of innovation management.

Conclusions

Today, the economic growth and economic development of domestic enterprises depend on the conditions
of the innovation activities, the analysis and evaluation of which defines opportunities for creating and
implementing innovation and raises interest among stakeholders. The success of innovation depends on the
availability of specific methods aimed at making the most objective decisions in the field of enterprise innovation

policy.

The novelty of the present research comprises a methodological approach to the evaluation of innovation activity
by comparing the innovative potential of the company and its innovative climate. This allows taking into account
the specifics of the company's activities, choosing among various indicators as well as presenting the results
in a graphic format to further define the most promising and realistic strategy.

Based on official statistics, generalized conclusions have been made about the number of innovation products
developed and sold as well as the amount of financing for innovation activities, types of innovation, the amount
of costs spent on innovation, etc. However, in the context of innovative development these indicators do not
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allow making objective conclusions about the prospects for the development of innovation activities at an
enterprise.

The development of a methodology for the analysis of an innovation activity will help to increase the level of the
latter and provide an opportunity to choose an effective strategy for innovative development. In addition, the
application of the suggested analysis method makes it possible to evaluate the prospects for the development
of an innovation activity within the company and creates additional motivation for the implementation
of innovation projects, thereby increasing the economic sustainability of the enterprise.

Considering the interest of stakeholders in the innovation cycle contributes to timely provision for resources and
growth of innovation and business activities, creation of favorable conditions for doing business, prompt decision
making and implementation processes. In general, in order to stimulate innovation activity, businesses are
recommended to:

= pursue policies aimed at creating opportunities for the development and marketing of innovation
products. For this purpose, it is necessary to pay special attention to measures aimed at increasing the
efficiency of the scientific and production foundations of the enterprise,

= increase the consumer properties of the manufactured products (this will enhance the company’s
competitiveness),

= provide an opportunity to improve the level of scientific and technical employees’ qualifications at the
enterprise,

= maximize the use of the available technological potential in combination with the funds invested in the
development of new or modernization of existing products,

= develop a system of staff motivation to overcome resistance to changes related to the implementation
of the innovation development strategy.

It is also recommended to evaluate the effectiveness of innovation using the indicators that may be included
in the section on Corporate Governance Quality Indicators in the G4 Sustainability Reporting.
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