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Abstract — This paper proposes a methodology
approach that provides the solution to practical
problems of companies in case of the innovation
implementation in modern conditions of the economic
and legal relations. The approach makes it possible to
evaluate a strategy for the innovative development
considering components, such as the integral indicator
of a company's innovation activities, an integral
indicator of innovative capability of a company.
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1. Introduction

The key political event in 2016 was the signature
of the EU-Ukraine Association Agreement. This
situation challenged the economists to broaden
scientifically support to the implementation of the
Agreement in  domestic legal and institutional
framework, and to the introduction of new rules and
management decisions [2]. This leads to a change of
conditions for the development of economic and
legal relations, deepening cooperation between
Ukraine and the EU and international institutions.
Improvement of business management and the
development of innovative strategies are therefore
critical for countries and enterprises.
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Our country is experiencing difficulties in the
creation of a policy in order to motivate innovation
enterprises and legal protection research. Further
adapting  Ukraine's domestic legislation and
developing the legislative basis regulating the rights
for the intellectual property's objects to Council of
Europe standards is a priority.

Until recently, most of the economic relations in
different branches of the economy were adjusted by a
hand-operated control. Therefore, a number of
companies and governments actively adhere to a
preponderant focus on an innovative development.

Today the Ukrainian enterprise has a unique

opportunity to cooperate with international
organizations and  other  intergovernmental
institutions and attract foreign investors. That

situation, together with globalization and the new
economic practices in EU countries, reflected many
factors affecting the actual implementation of the rights
and obligations of parties to economics, legal relations
and ensuring compliance with the provisions and
regulations set out in the legislation. Recent trends in
the development of a clear innovative development
strategy, transparency of pricing; resource efficiency,
environmental and energy security are considered in
strategic planning and programming.

In the concept of innovative development there are
two important elements, namely the question of
forming and choosing an effective strategy for
innovative development of companies, and assessment
of the level of innovative development [16]. The
dominance of the theory of innovative development in
current economic conditions diversifies the directions
of the functioning of companies, highlighting
innovative activity as a priority [12]. Under the
influence of the sustainability of the modern economy
and public policies, there is a need to ensure the
effective development and functioning of companies
based on innovative principles [5], [7], [11].

Because of current economic conditions, forming and
assessment of a strategy for innovative development is
high on the list of company's policy priorities for
countries in transition [23]. Therefore, in the period of
contemporary transformations of the Ukrainian
economy, the issues of efficient and effective
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innovation management of the companies, and
assessment of a strategy for innovative development,
identifying the current state of innovation, making
recommendations for improving innovation
development are very important for the Ukrainian
companies. Only through an effective strategy for
innovative development could the enterprises realize
the strategic objectives that it had set for itself.

Given these conditions, it is evident that there is no
one-approach-fits-all solution with regard to the
formation and selection of strategies for the innovative
development of organizations. There is a wide range of
factors that are related to strategies for innovative
development. Only a small number of factors are still
considering when choosing the company’s strategy.

Therefore, the design of the adequate strategy for
innovative development and the strengthening of the
competitiveness of national enterprises are the key for
success of these initiatives.

In order to affect high quality of the papers, the
authors are requested to follow instructions given in
this sample paper. Regular length of the papers is 5
to 12 pages.

2. Methods

The proposed approach makes it possible to
evaluate a strategy for innovative development of
companies take into account the components, such as
an integral indicator of the company's innovation
activities, the integral indicator of innovative
capability of the company. Expert method for
determining the weight of indicators has been used.
This approach is based on the construction of the
scale of choice of strategy for the company's
innovative development and allows identifying nine
strategies. Matrix method has been used in our
research to determine the scale of choice of strategy
for the company's innovative development,
relationship between the quantitative values of the
Harrington scale and the direction of the company's
innovative development. All aspects of innovative
development of the company are adequately covered
in these types and elements of the strategy. The
elements of the cognitive and linguistic study have
been used in concluding the direction of the
company's innovative development.

3. Results

The innovation activity of the company is the
degree of effective use of resources involved in the
innovation process of a company. Innovation activity
of the company can purchase, creation, the
realization of innovations in various spheres of the
company’s activity. The extent to which managerial
influences, functions, resources, and skills are
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utilized is
company.

The level of innovative activity of the company
should be estimated by the following groups:
innovation expenditure, innovation outcomes, and
the pace of innovation. The proposed methodology
for assessing the level of innovation activity is shown

criterion of innovation activity in a

in Figure 1.

Indicators
Innovation Innovation Pace of
expenditure outcomes innovation
Number of new
R&D cost technologies or Average duration
(Crp/Crpo)- product of the R&D process

Crpo- (N7p/Nrpo). | (Drp/Dprpo),
indicator with Nrpo - Dpgpo - indicator
base period indicator with with base period

base period.

Costs for
introduction of
innovations

(C1/Cpo),
Cjo- indicator

Number of
innovations
introduced

(N1/Npo),
N - indicator

Average duration
of introduction of
innovations

(Dr/Dyo),
Dy - indicator

with b ase with base period | with base period
period
Costs.for Number of Average duration
production of . . .
. . innovations production of
innovations . )
Co/C produced innovations
(Cp/Cpo). (NP/NP()), (DP/DP()),
Cpo -

indicator with
base period

N pg - indicator
with base period

Dp - indicator
with base period

Distribution
costs

(Car/ Caro)s

Cumo -
indicator with
base period

Quantity of sold
innovations

(Ncr/Ncro),
Ncyo -

indicator with
base period

Average duration
of delivery of
innovations to the
market

(Dpr/ Do),
Dy - indicator
with base period

Cost of
protection of
intellectual

property
(Cpp/Cppo),
Cppo -
indicator with
base period

Number of
patents obtained

(Npp/Nppo),

Nppo -
indicator with
base period

Average timeframe
to obtain a patents

(Dpp/Dppy),

Dppy - indicator
with base period

Figure 1. Methodology for assessing the level of

innovation activity
Source: Formed according to [9], [5]

The calculation of the level of innovation activity
of the company is proposed to be calculated on the
basis of indicator values of innovation activity, and
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to compare them with the indicator values of the
baseline period or to compare with the degree of
deviation of the indicator values from threshold
values.

An assessment of the level of innovative activity of
the company can be carried out by the expert method.
The expert group can consist of leading management
experts from a broad range of fields aimed at
financial, economic, human resources, marketing,
scientific and technical ways. The scoring method
from 1 to 10 for evaluating indicators, approved
experts should be used.

Integral indicator of the level of innovation activity

(174) will be calculated as follows [22]:

m

>

n le
Iy=2%
/=1

*dp, )

m

wy; —the value j indicator of / group;

d; — the degree of influence of / group on the overall

level of innovation activity (the weight of indicators);
m — the number of evaluation indicators for each
group;

n — the number of groups.

To interpret the results of innovation activity
calculation we have developed a rating scale of
innovation activity levels (Table 1). A five-step criteria
system as the basis for evaluation was used [6].

Table 1. The scale of evaluation of values of innovation
activity levels

Qualitative assessment of
innovation activity levels

Quantitative values of
innovation activity levels

High (0,8-1]
Above average (0,63-0,8]
Average (0,37-0,63]
Below average (0,2-0,37]
Low [0-0,2]

Source: [6]

Another important component of the strategy for
the company's innovative development is an effective
assessment of the level of innovative capability [20].

Innovative capability is the degree of ability and
preparedness of a company to innovation activity.
Therefore, the components (production and
technological capability, company staff, investments,
scientific and technical capability, management,
marketing, and innovative projects risk) are essential
for measuring the level of innovative capability.

The system of indicators for assessing the level of
innovative capability of the company (Figure 2) was
proposed by the systematization of indicators presented
in the works [9], [21], [16]. The factors that are the
motivators are taken into account in the study.
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The main components

Production and technological capability:
1) coefficient of equipment progressivity at the
reporting date compared to the base year, K.,

K o0 - indicator with base period,
2) coefficient of equipment modernization at the
reporting date compared to the base year, K, ,

K .0 - indicator with base period,

3) number of innovative measures aimed at reinforcing
the effectiveness of production at the reporting date

compared to the base year, K;,,, K;;- indicator
with base period,
4) deterioration factor, F

Company staff:
1) number of persons employed in innovative projects
at the reporting date compared to the base year, S,

, S, - indicator with base period,

2) number of scientific and technical professionals to
total staff employed in innovative projects at the

reporting date compared to the base year, Sy,

S0 - indicator with base period,

3) employees' qualification coefficient concerning the
complexity of the work (a measure of the average
tariff category of the employees and the average
tariff category of work performed) compared to the

base year, Sy, See0- indicator with base period,

4) employees stability index (a measure of the
number of employees with work experience in an
organization for more than one year and an average
number of employees) compared to the base year,

Segs Seg0 - indicator with base period

Investments:
1) development cost of the project at the reporting
date compared to the base year, / dp» 1 dp0 -

indicator with base period,
2) costs for the implementation of the project at the

reporting date compared to the base year, / i >
1 ip0 ~

3) production sales revenue at the reporting date
compared to the base year, / 1 ps0 - indicator

indicator with base period

ps>
with base period,
4) liquidity ratio compared to the standard value, Ry

(normative value 2),
5) financial autonomy ratio compared to the standard

value, R, (normative value 0,5),

6) return on assets, compared to the deposit rate (FD),
ROA

Scientific and technical capability:
1) number of service lines at which R&D are done
compared to the base year, CAy;, CAgjq -

indicator with base period,
2) share of manufactured innovative products in
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output compared to the base year, CA

CAm ip0

mip >

- indicator with base period

Marketing:

1) product sales volume in value terms compared to

the base year, Vs, V5 - indicator with base

period,

2) cost efficiency index (a measure of the product
sales volume and the amount of advertising costs)
compared to the base year, CEl , CEI -

indicator with base period,
3) profitability of sales compared to the base year,

Ps, Ps - indicator with base period

Innovative projects risk:

1) risk of delay in the creation of projects (a measure
of the number of projects created on time and the
number of projects created) compared to the base

year, ch, Rcp - indicator with base period,

2) project implementation risk (a measure of the
number of projects completed and a total number

of projects) compared to the base year, Rpi,
Rpij - indicator with base period

Management:

1) efficiency of management (a measure of the profits
and management costs) compared to the base year,
M., M, - indicator with base period,

2) number of management employees (a measure of
the number of executive personnel and total
number of employees) compared to the base year

M., M, - indicator with base period,

3) efficiency of management costs (a measure of the
number or volume of sales and management costs)

compared to the base year, M .., M ., -

indicator with base period

Figure 2. Methodology for assessing the level of
innovative capability

Source: Formed by authors based on [4], [9], [16]

Integral indicator of the level of innovative
capability (/) will be calculated as follows [24]:
m
lic=X%
/=1

Fy; —the value j indicator of / group;

q; — the degree of influence of / group on the overall

level of innovative capability (the weight of
indicators);
m — the number of evaluation indicators for each
group;
n — the number of groups.

To interpret the results of innovative capability
calculation we have developed a rating scale of
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innovative capability levels (Table 2). A five-step
criteria system as the basis for evaluation was used [6].

Table 2. The scale of evaluation of values of innovative
capability levels

Qualitative assessment of Quantitative values of
innovative capability innovative capability
levels levels
High (0,8-1]
Above average (0,63-0,8]
Average (0,37-0,63]
Below average (0,2-0,37]
Low [0-0,2]
Source: [6]

The benefits to the business of innovation can be
considerable, but can be a great risk of company
innovative activities too [10], [13]. The practical need
to identify the risks of the company is longer and a
matter of urgency [15], [18].

The strategies for company's innovative
development include the following types: initiative
alternator strategy; initiative pioneer strategy;
initiative imitator strategy; initiative and inert
strategy of the pioneer; initiative and inert strategy of
the imitator; inert imitator strategy; initiative
conservator strategy; initiative and inert conservator
strategy; inert conservator strategy.

The choice of strategy for the company's innovative
development depends on the results of all integrated
indicators: the level of innovation activity, the level of
innovation capability, the level of risks of innovation
activity. The scale of choice within a strategy for the
company's innovative development, is developed on
the basis of scientific works [5], [9] and are shown in
Figure 3.

Initiative Initiative pioneer Initiative and
alternator strategy strategy inert strategy of
174 — max max 14— max the pioneer

I .
I;c — max max 10 — max 14 —> min max

I;c — max

Initiative imitator
strategy

174 — min max

I;c — min max

Initiative and
inert strategy of
the imitator

114 — max min

I;c — max min

Inert imitator
strategy

I74— min
I;c — min

Initiative
conservator
strategy

I;4 — min
[[C—> 0

Initiative and
inert conservator
strategy

IIA —> 0
]lc—>0

Inert conservator

strategy
IIA =0
]]C =0

Figure 3. The scale of choice of strategy for company's

innovative development

Source: Formed by authors based on [5], [9]
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Types and characteristics of strategy for company's
innovative development [3], [19] are shown in the

The strategy envisages the development of the
company due to quantitative and qualitative

Table 3.

Table 3. Types and characteristics of strategy for the
company's innovative development

Types

Characteristics

Initiative alternator strategy

The strategy envisages the development of the
company due to qualitative changes in the
elements of the innovation process and
maximum  utilization of the existing
capabilities. The strategy has a significant
impact on the production process. This is
accompanied by  the  formation  of
organizational structures, the creation of
completely new ideas, models, technologies,
products. The strategy is focused on
maximizing the motivation for the generation
in overcoming current challenges, creation of
innovations, support, implementation, transfer,
and marketing of innovations.

changes in the elements of the innovation
process. There is not always an impact on the
production  process and  organizational
structure. The strategy is focused on imitating
existing innovations, purchasing patents and
licenses. The strategy provides a stable level of
innovation activity with efficient use of
innovation capability.

Initiative and inert
strategy of the imitator

The strategy envisages the development of the
company due to quantitative changes in the
elements of the innovation process. There is
not always an impact on the production process
and organizational structure. The strategy is
focused on imitating existing innovations,
purchasing patents and licenses. The strategy
provides a minimum level of innovation
activity with the use of innovation capability.

Inert imitator strategy

Initiative pioneer strategy

The strategy envisages the development of the
company due to qualitative changes in the
elements of the innovation process. This is
accompanied by  the  formation  of
organizational structures, the creation of
completely new ideas, models, technologies,
products. The company is able to enter the
market with innovations related to different
segments. The company creates new
knowledge. The organization has a high level
of innovative activity, innovative capability.

The strategy envisages the development of the
company due to qualitative changes in the
elements of the innovation process. The
strategy has a quite significant impact on the
production process. This is accompanied by the
formation of organizational structures. The
strategy is aimed at standard mass production.
The company is characterized by technological
borrowing and acquisition of technologies
related to the improvement of the developed
assortment.

Initiative conservator
strategy

Initiative imitator strategy

The strategy envisages the development of the
company due to qualitative changes in the
elements of the innovation process. This is
accompanied by the  formation  of
organizational structures. The strategy has a
significant impact on the production process.
The strategy is focused on imitating existing
innovations, purchasing patents and licenses.
The strategy achieves the highest possible level
of innovation activity with efficient use of
innovation capability.

The strategy envisages the development of the
company due to quantitative and qualitative
changes in the elements of the innovation
process. There is not always an impact on the
production  process and  organizational
structure. The strategy is aimed at standard
mass production. The company is characterized
by the modernization of technological
processes related to the improvement of the
developed assortment.

Initiative and inert
conservator strategy

Initiative and inert
strategy of the pioneer

The strategy envisages the development of the
company due to quantitative and qualitative
changes in the eclements of the innovation
process. There is not always an impact on the
production  process and  organizational
structure. The strategy enables the company to
stay in conquered market segments. Creation of
new knowledge is growing but at slower pace.
The company has a stable level of innovative
activity and innovative capability.

The strategy envisages the development of the
company due to quantitative changes in the
elements of the innovation process. There is
not always an impact on the production process
and organizational structure. The strategy is
aimed at standard mass production. The
company is characterized by the modernization
of  technological processes, a  slight

Inert conservator
strategy

TEM Journal = Volume 9 / Number 2 / 2020.

improvement of the developed assortment.
Source: Formed by authors based on [3], [19]

Each strategy for the company's innovative
development mirrors a certain set of criteria. The
importance attached to the criteria for choosing a
company's innovative development is demonstrated by
the level and quality of management in the company. In
order for companies to remain competitive, they will
need to move towards greater -efficiency risks
management and production, logistics and marketing.
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SoftServe was selected to approve the proposed
methodology for choosing the strategy of innovative
development. SoftServe performs the complete
development and production cycle from sourcing
finance for ideas, research and development to
production and sale of innovative products.

Expert method for determining the weight of
indicators has been used. The fifteen managers from the
marketing and investment, investment, planning
department have been invited to take part as
independent experts. The survey was carried out by
«Ratingy» in 2018 [24].

An expert evaluation of the weight of indicators to
calculate the integral indicator of the level of
innovation activity and innovation capability is
shown in Figure 4.

Dpp/Dppo 0,8966

Dy /Dy 0,9767

Pace of innovation DP / DPO 0,9367
Dyr /' Dyro 0,9461

Dpp 1 Dppy 0,9622

Integral indicator 0,9795

Figure 5. Assessment of the innovative activity level of
SoftServe

Source: Formed by authors

The results of assessing the level of innovative
capability of the company in comparison with the
base year 2005 are shown in Figure 6.

. . Value by
Direction of ' Weight of the Indicator groups Indicator Value aroup
h Indicators indicator
researc . . Koo ! Koo 0,923
Assessing the | Innovation expenditure 0,31 '
level of Innovation outcomes 0,35 Productionand | K,/ K, | 0933
innovation p fi . 4 technological 0,096
activity ace of innovation 0,3 capability Kin / KinO 0,885
Production and F 0.965
technological capability 0.13 ’
i Company staff 0,15 AYWANY 0,892
Assessing the Investments 0,14 el Dl
ifl:lzlvzfive Scientific and technical 0.15 Company staff Sst / SstO 0,971 0.141
o capability ’ S /S 0.967 ’
capability Marketing 0,13 ec ec) ’
Innovative projects risk 0,14 S es/ S es0 0,971
Management 0,16
Tap! 1gpo | 0,955
Figure 4. Expert evaluation of the weight of indicators to 71,
calculate the integral indicator of the level of innovation ip " "ip0 0,952
activity and innovation capability Ips / [pso 0,891
. Investments 0,122
Source: Formed by authors based on [24] Ryt 0.97
The results of assessing the level of the innovative R, /05 0,499
activity of SoftServe in comparison with the base ol R 0.951
year 2005 are shown in Figure 5. In 2005, the R d ’
company demonstrated the highest innovation o CAg 1 CAgyg | 0929
£ The obtained val indicat hich Scientific and s 5
performance. The obtamed value indicates a hig technical CAmip/ 0,061
level of the innovation activity. The value of the capability 0,811
integral indicator received (0,9795) illustrates a high CApmipo
level of innovation activity. Vs 1 Vpso 0,968
Groups of indicators Indicators Value Marketing CEI /CE]O 0,888 0,121
0,9581
Crp/Croo : Ps/ Psy | 0,925
C[ / CI 0 0,8184 Inpovati\_/e ch / cho 0,962
Innovation expenditure Cp/Cpy 1,0185 projects risk Rpi Rpi 0972 0,128
Cy/C 0,9936
M =MO M, M, | 0901
Cpp/C 0,9897
NPP NPPO — Management | M, /M, | 0913 | 0,149
/ ,07
TP’ 'TPO M.y M,p | 0978
NI / NIO 1,0638 Integral indicator 0,819
Innovation outcomes Np/Npy 0,9943 Figure 6. Assessment of the innovative capability level
Ncr/Nepo 1,0321 of SofiServe
Source: Formed by authors
NPP/NPPO 1,0147
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The indicators were used to assess the
achievements of the company based on high
complexity surveys and polls [24]. The value of
integral indicator received (0,819) illustrates below
the average level of innovative capability. The value
of integral indicator received according to the scale,
as summarized in Figures 5, 6 reflects the choice of
the initiative alternator strategy.

4. Discussion

The company is characterized by the innovative
development of the company due to the qualitative
changes in the elements of the innovation process
and the maximum utilization of the existing
capabilities. The company has a complete production
process. This is accompanied by the formation of
organizational structures, the creation of completely
new ideas, models, technologies, products. The
company motivates the staff as much as possible in
overcoming current challenges, creation of
innovations, support, implementation, transfer, and
marketing of innovations.

Thus, as we can see, an ongoing innovation
advantage is possible if the organization focus is to
build organizational capabilities along with adequate
adaptations to mindsets, skills, behaviors and
decision structures in an environment of global
resources, flexible, efficient, resilient business
processes and focused analytics [17]. Innovation
requires both technical and market capabilities;
requires hold over the complementary assets if
necessary, as well as the ability to protect its
innovation through patents, copyrights, trademarks,
trade secrets [1]. For innovations to be competitive,
firms need to be concerned about quickness to
market, shortened product development times,
constant upgrading that includes flexibility in R&D
processes and technological leapfrogging [8].
Proactive market orientation is needed for
innovations to succeed [14].

In accordance with the strategy of the innovative
development of Ukraine, companies should make a
full assessment of the innovative capability and the
innovative activity. The company's response to the
innovative development has led many to a good
assessment of the capability of innovative efforts and
the government agencies to respond to new
developments, innovations.
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The experience with the current assessment
demonstrates that the process of evaluating
innovative aspects of work is sorely lacking in the
majority of companies. But the timing of an
assessment can be critical and calls for a clear
assessment of the innovative capability and the
innovative activity of the company to ensure that the
weight of any operation is appropriate.

5. Conclusion

The conducted research of approaches to the
formation of strategy for the company's innovative
development allowed us to find strategy by two
components. The first component includes the
integral indicator that characterizes the main aspects
of the company's innovation activities by innovation
expenditure, innovation outcomes and the pace of
innovation. The second component includes the
integral indicator that characterizes the innovative
capability of the company according to the internal
and external groups.

We have developed the methodical approach to the
assessment of level: company's innovation activities,
innovative capability. This approach offers integral
indicators formation of the strategy that takes into
account the innovation development of the company
in two areas.

This approach is based on the construction of the
scale of the choice within a strategy for the
company's innovative development, and allows
identifying types of strategies. Assessment of the
integral indicators (level of company's innovation
activities, level of innovative capability) of the
provided company allows asserting whether the
strategy will contribute to the innovative growth of
the enterprise. It is important to focus on enhancing
all the components in order to improve the
company's performance and innovation. The strategy
of the company does not need to be perceived only as
a source of the costs. Calculation results are a
measure of resource efficiencies and encourage the
business to develop forward-looking innovation
strategic behavior. This is essentially a question of
forming measures that can drive different kinds of
the innovation, such as investment incentives,
activation of creative activity of employees.

The conducted research is the basis for the
formation of innovative strategies and programs of
the enterprise  development. The  proposed
methodology can be adapted to enterprises of all
types of the economic activity and ownership.
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