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INNOVATION AS A DRIVER FOR CONFLICT AND HARMONY

OF SOCIAL AND ECONOMIC INTERESTS

S. Labunska
O. Prokopishyna

Based on the analysis of innovation activity of domestic enterprises the complex of factors that restrain economic
growth and provoke social discords in Ukraine has been revealed. The traditional coordination structures cannot ensure an
efficient response, especially in the sphere of innovation activity. To resist these negative factors a necessity for the
enterprise management system to contain a special subsystem responsible for economic safety management has been
grounded. The development and scientific justification of the structure, components, goals and procedures of such a
subsystem rests upon the insight into the nature of links between economic safety and innovations. To follow the
conclusions of Simon Kuznets that innovations may have positive or negative unexpected results, the research has proved
that the condition of business of absolute safety excludes active innovations, as a controllable system having reached the
balance of expectations of all stakeholders has no stimuli to change and, moreover, it aims to avoid innovations, as any
change destroys the achieved balance of material, financial and labour flows. An insight has been gained into the nature of
socioeconomic interests of major actors in the external surroundings of a company, such as national and regional authorities
and local self-governmental bodies, competitors, consumers and suppliers. The essence of conflicts and factors that
provoke conflicts in the process of implementation of innovations has been revealed. Managerial approaches have been
proposed to the harmonization of the interests of business, its internal and external stakeholders by means of permanent
innovation activity.
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IHHOBALIA AK ®AKTOP KOH®JIIKTY TA PYLLIMHA CUINA FTAPMOHI3ALIT
COLUIAJIbHO-EKOHOMIYHUX IHTEPECIB

JlabyHcbka C. B.
lpokoniwuHa O. B.

Ha ocHosi aHanidy iHHo8auiliHOI OisiribHOCMI 8iMYU3HSIHUX NIONpUEMCME 8USIB/IEHO KOMIIEKC ¢hakmopis, siKi Hea2a-
MUBHO errugarme Ha eKOHOMIYHe 3pocmaHHs U coujanbHy cmabinbHicmb 6 YKpaii. TpaduuitHi cmpykmypu koopduHauii
He 3abesrneyyromb o4iKysaHoi echekmugHocmi Oili, wo Halbinbw eid4ymHo y cepepi iHHosauiliHoI disribHocmi. ObrpyHmMo-
8aHO, wWo Orisi MPOMUCMOSHHA UUM He2amueHUM ¢hakmopam cucmema MeHedXmMeHmy nidnpuemMcmea Mae micmumu
crieyianbHy KOMMIOHEHMY, g8idrogidanbHy 3a yrpaeriiHHS €KOHOMIYHOK 6e3rekot. Po3eumok i Haykoge O6rpyHmMyeaHHs!
cmpykmypu, ckrnadosux YyacmuH, Memu ma rnipouyedyp, SKi peanidylomb y Mexax makoi nidcucmemu, rpyHmyemscsi
Ha 8UBYEHHI 2r1ubUHHUX 83aEMO038's13Ki8 MiXX eKOHOMIYHOK 6e3neko ma iHHosauiliHow disinbHicmio. Criuparyuch
Ha sucHosku CemeHa Ky3Heus: o000 Hernpo2Ho0308aHUX NMO3UMUBHUX ma He2amueHUX pe3yribmamie iHHo8auitiHUuX rmpoye-
cig, dosedeHo, W0 cmaH abconomHoi 6e3neKku yHeMOXIUBIIOE akmugHy iHHo8auilHy OisiribHiCMb, OCKINbKU KeposaHa cuc-
mema, docsigHyswu banaHcy o4iKysaHb yCiX 3auikaeneHux ocib, He Mae cmumysie 0o 3MiH i, bifibwe moeo, rnpasHe YHUK-
Hymu iHHosau,iti, momy wo 6yOb-siKi 3MiHU nopyuwytoms AocsieHymuli banaHc MamepianbHUX, iHaHco8UX ma mpydosux
riomokie. [ocnidxeHo rnpupody couianbHO-eKOHOMIYHUX iHmMepecie makux OCHOBHUX cyb'ekmie 308HIWHBbO20 cepedosulla
cyb'ekma eocriofaptogaHHs, K 0epxaeHi ma peeioHasbHi op2aHu enadu U Micyeso2o camospsidysaHHs, KOHKYpeHmu,
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rnocmayanbHUKU ma crioxusadi. BuseneHo Momueu KOH@Iikmie i gpakmopu, AKi npo8oKytomb iXHE BUHUKHEHHS
ma 3a20CmpeHHs y npoueci iHHosauiltiHOI OisirlbHOCMI. 3anpornoHo8aHo ynpaeniHChKi 3axodu, wo 30itCHIMb, i3 Memoto
2apMoHi3auii  coyjanbHO-eKOHOMIYHUX [Hmepecie nidnpuemcmea ma cyb'ekmie (1020 8HYmMpiWHbL020 U 308HIUIHbO20
cepedosuwya WiisIXom iHHogauitiHOI GisiribHOCM.

Knroyoei cnoesa: iHHogaujisi, eKoHOMIYHa 6e3rneka, EKOHOMIYHE 3pOCmaHHs, coyiasibHa ma eKOHOMIYHa HepieHICMb,
yrpasriiHHs.
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MHHOBALIUA KAK ®AKTOP KOH®JIUKTA U OBUXYLLAA CUTA
rAPMOHU3ALUWN COLUUNATNTIBHO-3KOHOMUYECKUX MHTEPECOB

JlabyHckas C. B.
lpokonuwuHa E. B.

Ha ocHoee aHanusa pe3ynbmamosg UHHO8aUUOHHOU OesimerisHOCMU omeyYyecmeeHHbIX rnpednpusamull 8biseneH
KOMIIIeKC (hakmopos, Komophble He2amugHO 8/IUSIFOM Ha 3KOHOMUYECKUU pocm U coyuarbHyro cmabunbHoCcmb 8 YKpauHe.
TpaduyuoHHble cmpyKkmypbl KoopOuHayuu He obecriequsarom oxudaemyto aghghekmusHocmb Oeldcmeud, Ymo Haubo-
niee owymumo 8 cehepe UHHOB8aUUOHHOU OesimernbHocmu. O60CHO8aHO, Ymo Onsi MPOMUEOCMOSIHUS IMUM ¢hakmopam
cucmema MeHeOXMeHmMa npednpusimusi 0o/mkHa codepxamb crieyuasibHyo KOMIOHEHMY, 0MBemCcmeeHHYI0 3a ynpas-
JIeHUe aKoHoMuYeckol 6esonacHocmbio. Pazsumue u Hay4Hoe 060CHOBaHUE CMPYKMypbl, COCMasIsitoWUX, Uesu U npo-
uedyp, Komopble peanu3yromcsi 8 paMkax makol rnodcucmemsl, ornupaemcsi Ha usydyeHue 2rybuHHbIX 83aumocesdel
MexAy 3KOHOMUYecKol be3ornacHoOCmbH U UHHO8aUUOHHOU dessimenbHocmbio. B passumue nodxodoe CemeHa KysHeua
0 HENpo2HO3UpyeMocmu MoIoXUMesbHbIX U ompuuameribHbIX pe3ysibmamoe UHHOBAUUOHHbIX fpoueccos, 0oKa3aHo,
ymo cocmosiHue abcosmomHolu 6e30macHOCMU UCK/IIoYaem akmueHy UHHOBAUUOHHYI0 OesimeslbHOCMb, MOCKOJIbKY
ynpaensiemasi cucmema, docmuaHye banaHca oxudaHull 8cex 3auHMepPecoBaHHbIX UL, He UMeem CmumMysos K uame-
HeHusiM U, 6boree moeo, cmpemumcsi uzbexames UHHOBaUUU, Mak Kak Jiobbie USMEHEHUsT Hapywarom 0ocmueHymbill
b6anaHc MamepuaribHbIX, (hUHaHCOBbIX U mpydosebix Momokos. ViccrnedosaHa npupoda coyuaribHO-9KOHOMUYECKUX UHMe-
pecos makux OCHOBHbIX CybbeKmMos eHewHel cpeldbl Mpednpusmusi, Kak 20cy0apcmeeHHbIe U peauoHarlbHble opeaHbl
eflacmu U opaaHbl MeCmHO20 CaMOoyrnpasieHus!, KOHKYPEHMbI, nocmasuwuku u nompebumenu. BbisierieHbl 0CHO8HbIe
Momuebl KOH(hIIUKMO8 U ¢hakmopbl, KOMOpbIe NPOBOUUPYOM UX B03HUKHOBEHUE 8 rpouecce peanu3ayuu UHHosayud.
lNpednoxeHb! yrpasrneHYecKue Meponpusimusi, oCyLuecmesrisieMble C Uerbio 2apMOHU3ayuu UHmepecoes npeonpusimusi
u cybbekmoes e20 8HympeHHel u eHewHel cpedbl MymeM rnocmosiHHOU UHHO8aUUOHHOU desimesibHOCmu.

Knroveeble crioea: UHHOBAUUS, 3KOHOMUYECKasi 6€30MacHOCMb, 3KOHOMUYECKUL pocm, coyuanbHoe U 3KOHO-
MUYECKOe HepaseHCmeo, yrpaseHue.
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Rapid changes in market conditions, new con-
sumer trends, globalization and digitalization of the world
economy, security issues, and adaptation to geopol-
itical threats are among the major challenges facing
companies in today's Ukraine. These require active,
innovative and integrated managerial responses to
ensure that business remains competitive and con-
tinues to demonstrate good performance in the years to
come. The need for greater management coherence,
focus on long-term strategic approaches, and engage-
ment with a wide range of actors in the internal sphere
and external environment force companies to search
for new and effective management frameworks for
perpetual innovation activity.

The paper is intended to develop a company
innovation management system, based on the harmon-
ization of socioeconomic interests of the entity and
agents of its internal and external environment that
ensure stable economic growth in the optimal range of
economic safety fluctuations.

Due to the information and telecommunication
revolution the traditional business coordination mechan-
isms do not ensure the target financial performance.

Development of innovation management requires amend-
ments to the complex of managerial instruments
applied for coordination of social and economic rela-
tions during the processes of production, exchange and
consumption. Such coordination is based on the per-
ception, processing and transfer of information and
knowledge, as well as preparation and decision-making
for effective action.

Based on the assumptions of limited and free
business information, zero cost of processing it and
decision-making, the neoclassic theory is developing
the hypothesis of complete rational market agents in
perfect competition. However, in practice companies
operate under conditions that neoclassic economics fails
to explain perfectly, however, certain principles have a
significant impact on the behavior and decisions of
business entities. The assumptions of neoclassic
theory regarding rationality and opportunism of stake-
holders are crucial for grounding the theoretical basis
of innovation management.

The concept of bounded rationality is based on
the fact that human behavior is rational. The practical
application of this concept is quite narrow, as decision
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makers in innovation management do not tend to search
for the best solutions but select proposals that satisfy
their subjective criteria. The results of H. Simon's
studies of decision-making in economics lead to the
conclusion that social and economic systems are majorly
resistant to novelties, so one abstains from further
search for new alternatives if the option that meets
certain criteria is found [1].

For innovation management the threat of oppor-
tunism may be even more dangerous than limited ratio-
nality. Innovation activity has a high level of uncertainty
and may be negatively affected by the information
asymmetry. Opportunism increases the level of existing
innovation risks, causes conservative attitude and con-
frontation; as a result, an increase in transaction costs
can further limit the possibilities of innovation diffusion.

To avoid opportunistic behavior and to decrease
the impact of incomplete or distorted information flows
the system of economic safety should perform during
innovation activity. However for objective detection of
interrelations between innovation and economic safety,
the nature of these categories as complex phenomena
of social life should be revealed.

According to A. Afuah [2] innovation is the pro-
cess of employing new knowledge to provide a new
product or service to customers. Oslo Manual [3]
defines innovation as the implementation of a new or
significantly improved product (good or service), or pro-
cess, a new marketing method, or a new organizational
method in business practices, workplace organization
or external relations. At the most abstracted level inno-
vation can be defined as an attempt to change for the
better; and the only way for a company to survive and
succeed in constantly changing surroundings is to
change continually for the better, but every change
leads to uncertainty and risk.

Due to a lack of comprehensive, unambiguous,
consistent and stable set of values, a lack of perfect
and complete information, as well as constraints im-
posed by historicity, most, if not all, decisions in organ-
izations are made in uncertainty. Instability, risk and
uncertainty of surroundings provoke the concept of
enterprise safety into being.

Consistent refinement of the content and nature
of categories and concepts that are close to the con-
cept of economic safety resulted in defining unsafe
condition as a condition causing damage to the com-
pany, threats arising through contradictions between
economic interests, while economic interests are
objective motives for business [4]. On the one hand,
contradictions between economic interests actualize
the formation of the company economic safety system;
on the other hand, creating an effective system of
economic safety embodies the essential interest of
a company. So, businesses strive for inherent safety
that could only be achieved through systematic
innovation.

At the highest level of abstraction innovation is
an ambivalent phenomenon; it may be defined as the
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abolition of the existing and establishing something
new. Because of this, innovation (I) causes the phenom-
enon of economic growth (EG) through the mechanism
of competition (C). Schematically, such a movement
may be represented as follows:

I=>C=EG @

Innovative changes in the economic system
create a so-called internal energy for economic growth [5].
These changes violate the achieved balance of inter-
ests, however, create the basis for economic growth
and transition to a new qualitative state. In light of this,
a generalized challenge for innovation management is
to ensure the transition to a new balanced state of
economic system.

Economic growth of intensive type has special
inherent nature, so that the expanded reproduction is
based on radical renewal of fixed capital. It necessi-
tates significant financial resources and causes lots of
risks associated with uncertainty of the innovation
process and its results.

Exploring innovation as a systemic process, one
can see that the concept of innovation varies depend-
ing on the "coverage areas". Innovation can imper-
sonate complex life cycle stages of innovation, starting
with the relevant (involved in achieving the final result)
fundamental research. On the other hand, innovation
may only be defined as the final stage of the cycle,
which determines the development and dissemination
of new technologies or new high-tech products.

The implicit feature of innovations, emphasized
by almost all scholars, is the phenomenon of trans-
formation of scientific research results to real product
that has its use in practice. Therefore, on a certain level
of generalization the innovation process may be defined
as the transfer of science into the field of material
production.

Based on this approach, innovation may embody
the result of the innovation process. The generalized
definition of the innovation process as a process of
converting ideas into new (improved) products which
are in demand in the market may possess the base for
further conclusions. So, the authors propose to under-
stand the innovation process as the consistent trans-
formation of viable ideas into a new or improved prod-
uct, technology or management, ready for the market
launch or practical use, that combines inherent diffu-
sion of the information resource.

This definition provides a logical framework for
understanding innovation as a combination of innova-
tive processes that are specifically undertaken by
business units. So, innovation activity may be defined
as a set of consistent and focused actions intended for
the implementation of innovative processes by a busi-
ness entity, a characteristic feature of such actions
being attraction and application of a unique information
resource, which is characterized by diffusion during the
consumption, affecting the recognition of the novelty of
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innovations and ownership for innovative products and
results of conducted research and development.

The proposed definition allows creating a model
of innovation as an open system, which at its entrance
is determined by company's innovative potential and,
accordingly, by a set of ideas that may be implemented
and transformed into product innovation by implement-
ing innovative processes. The innovation process is an
objective condition for the renewal of technological
basics of production, improvement of consumer fea-
tures and evolution of business management.

For the company economic safety management
activities of economic agents that cause real and
potential threats are of the top priority. So, in order to
justify further conclusions, the innovation process is
defined as interaction of economic agents aimed at the
development and implementation of new or improved
efficient technologies, algorithms and managerial instru-
ments in an innovation-driven management company.

The innovation manager should not only con-
sider the cyclical nature of innovation activity but also
chain effects that are inherent features of the innov-
ation process. Chain effects are unavoidable, as a
separate innovation stimulates further changes in other
parts of the economic system. In the case of systematic
and consistent innovation activity, the efficiency of a
distinct innovation multiplies, and vice versa — the imple-
mentation of episodic innovation processes eliminates
the positive effect of innovation and has a devastating
impact on managed systems. The overall effect of satur-
ation innovative integrated technological systems is
obviously synergistic in nature, as it does not only
exceed the total effect of individual parts of the innov-
ation system, as manifested in qualitatively new result
management system innovation, but the nature of
innovation as a complex economic and social pheno-
menon also emphasizes the importance of application
of the synergetic paradigm to form the theoretical basis
and applied components of the economic safety man-
agement that is responsible for perpetual innovations.

Studying innovative companies' practical experi-
ence leads to the conclusion that the innovation
management system is sensitive to accidental or poorly
projected changes in the external environment. This
feature is caused by availability of influential fluctu-
ations in the management system environment that arise
from additional effects of uncertainty changes during
interaction of management innovation activities with other
subsystems. For example, increasing financial flows to
innovation management can cause a conflict with the
subsystem of human resources, which may occur
underfunded. This can cause unforeseeable adverse
changes in the subsystems of manufacturing, market-
ing, etc. Moreover, the subsystems may further conflict
with each other and cause increasing internal threats in
the top system of the company economic safety. So it
is possible to hypothesize upon significant interrela-
tions between the system of the company economic
safety and the innovation activity management.

At the maximum level of economic safety the
management system has no incentives to innovate,
since the implementation of economic interests and the
achievement of the goals are possible without any
changes in the controlled system, and moreover it strives
to avoid innovations because any change disrupts the
existing balance in which achievement of objectives is
considered as secured. But at the minimum level of
economic safety, in circumstances where a company
has no opportunities to achieve its goals, the manage-
ment system completely blocks the allocation of resources
for innovative activity, since their use in the extremely
aggressive environment is not only inefficient, but
also is irrational. Reducing the aggressiveness of the
environment is accompanied by the formation of oppor-
tunities and chances for implementation of company's
economic interests. Thus, it seems logical to assume
that the function of relationship between the level of
innovation activity, and the level of economic safety has
an extreme point, i.e., a turning point of safety level when
the top management system has the greatest incentives
to innovation (Fig. 1), the shape of the proposed model
also corresponds to Simon Kuznets's curve [6].

IA

»
»

) 1 ES

Fig. 1. The relationship between innovation activity
(IA) and economic safety (ES) of a business unit

It should also be noted that the relationship
between the innovation management system and other
subsystems is nonlinear, although in the short term it
has a very defined line trend.

In the areas of bifurcation points the innovation
management system tends to fluctuations, the extre-
mum function of total expenditures in the innovative
activity management in relation to the integral index of
economic security has a frequency that proves the
existence of positive and negative additional (syner-
gistic) effects of innovation management.

This conclusion conforms with modern scientific
theories of the cyclical development of socioeconomic
systems.
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So, Simon Kuznets in his Nobel prize lecture,
defined the nature of technological innovation as "a ven-
ture into the partly unknown, something not fully known
until the mass spread of the innovation reveals the full
range of direct and related effects" [7] and underlined
the point that the effects of such ventures are numer-
ous, moreover lots of venues have the unexpected
results, which may be positive or negative.

As V. Zarnowitz proved in [8, p. 530-533], business
cycles have a wave character with a strong growth
stage during turbulence and depressive changes in the
external environment and decline in the period of sta-
bility. A similar study of the relationship of life cycles of
companies and macroeconomic development of Ukraine
was represented by A. Pushkar, who notes that de-
pressed economy encourages enterprises to introduce
measures to revive as a business unit.

In modern studies of economic cycles and gen-
eral equilibrium of economic systems of the high hier-
archy W.-B. Zhang states that development of a dynamic
economic system must balance passing near its bifur-
cation points, the existence of which is caused by
endogenous macro factors. At the same time chaotic
changes in development are cyclical and self-con-
tained, so, they have small impact on the dynamics of
the major function. In his studies, W.-B. Zhang argues
that there is a limit cycle in the vicinity of equilibrium for
small values, which is defined by bifurcation points [9].

In the bifurcation-related systems the bifurcation
cycle of one function, say F (t) equals 2z / | (1) €, where
I is another functionality, bifurcation-dependent feature,
t is the period of cyclical fluctuations, and ¢ is functional
amplitude fluctuations that induce changes mainly influ-
enced by the factors of micro environment. Thus, non-
linear relationship between the systems of company's
economic safety and innovation management deter-
mines the existence of a bifurcation cycle with fluctu-
ations between the indicators of economic safety (F (t))
and innovation activity (C (t)) with a period of bifurcation t.
It should be emphasized that considering the functional
relationships of these systems in the cyclical develop-
ment of long waves, nonlinear relationship is observed
that also allows enough opportunities for linear bonds
in the short term. Changing economic environment of
economic safety is characterized by a hardly fore-
casted mutual confrontation behavior, indicating that
the properties of open systems are fully implemented in
the short term.

Since the system of economic safety is defined
as a system whose main objective function is to minim-
ize the negative effects of all types of both external
and internal threats to the development strategy of the
entity, it should be emphasized that during the last
structuring to assess the degree of impact, their pos-
sible mutual effects or compatible display must be taken
into account. Thus, direct or indirect (even on a virtual
level information) interaction of internal and external envir-
onment can be expressed as the weakening effects of
the contradictions of their interests and unexpected
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(slightly predictable) amplification of determined add-
itional effects in innovation management. The latter
comes from the fact that the display of the synergistic
action of the environment of economic safety systems
is attached inside the system of economic safety and
other subsystems of management, the impact of which
can be considered as an external influence on the sys-
tem of innovation management. Formally, the impact of
these factors can be described as follows:

c(), —Y[Zw[Z XJw(Z ij(zlw]ﬂ[z, X, D ,(2)

where Y is the function of the overall management
impact on the innovation activity and behavior of actors
of company's internal sphere and external surroundings;

¥ is the total management impact on innovation
activity;

w, is the function of generalized impacts of dif-
ferent factors on innovation activity;

n is the number of management subsystems
affecting innovation activity;

Xi, Vi Wit are specific factors influencing specific
management systems in the process of innovation
activity in a certain time period;

Q is the function of generalized impacts of exter-
nal surrounding factors on company's innovation activity;

Xt are specific external surroundings factors;

t is the referenced period of time.

To differentiate the components that form the
index of the total simultaneous impact on the innov-
ation activity system it is appropriate to clarify the
position of A. Pylypenko [10, p. 73], as for the formation
of accounting policy in the innovation cost manage-
ment. He distinguishes factors that can be included into
the environmental model of direct influence, factors of
indirect effects environmental model and factors of
competitors environmental model. It should be empha-
sized that innovative risk is the probability of losses in
the business activities associated with investments in
the production of new goods and services. Risk is meas-
ured in absolute (the amount of damage in monetary
or physical terms) or relative (the ratio of potential
losses to certain basic values: the available resources
of the company, the amount of spending on innovation
or expected revenue) indices.

Thus the level of company's economic safety
acts as the major motivating factor for further innov-
ations and also as the major deterrent, which avoids
the risk of losses of stability. At the same time it should
be noted that any movement of a system to the next
bifurcation point in development, in which the system
acquires other properties, involves the introduction of
some innovative changes that allow for competitive
advantages in the market environment and ensure
existence of a separate organizational unit. No changes
in business processes of economic systems of any
level will inevitably lead to the loss of competitive
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advantage that at the high-level synthesis is confirmed
by the analysis of static information about the results of
Ukrainian enterprises' innovation activities.

According to the State Statistics Service of Ukraine
[11] in the year of 2015 17.3 % of industrial enter-
prises with an average number of employees more
than 50 people were engaged in innovative activities.
Companies spent 13.8 billion UAH on innovations,
including 11.1 billion UAH (80.7 % of the total cost)
on purchase of machinery, equipment and software,
2.0 billion UAH (14.8 %) on internal and external research
and development and 0.1 billion UAH (0.6 %) on the
acquisition of other external knowledge (acquisition of
new technologies). The main source of funding for
innovation expenditures were company own funds, that
totalled 13,427 million UAH, funds of domestic and
foreign investors totalled 132.9 million UAH, loans
amounted to 113.7 million UAH, state and local budgets
donated 93.5 million UAH for innovations. In 2015
innovations were implemented by 87.7 % of enterprises
engaged in innovative activities, including innovative
products and new processes. Although the cost of
innovation has increased significantly compared to the
previous year (almost 79 %), in 2015 69.2 % of the
companies that conducted innovative activities sold
innovative products for 23.1 billion UAH that is 10.12 %
less than in the past year. In general, as Fig. 2
demonstrates, the share of innovative product sales in
GDP has a negative trend.

units %
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——3the number of implemented new processes, units
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—O—the share of innovative products sales in GDP,%

Fig. 2. The results of innovation activity in Ukraine

Ranking positions of Ukraine on innovation
economy (Fig. 3) show that despite the desire of
Ukraine for the implementation of the innovative type of
economic development, the institutional environment
does not provide sufficient incentives and economic
leverage on the implementation of innovative changes
at domestic enterprises, for the majority of economic
units problems of formation or increase of efficiency of
innovation activity management are of high priority.
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Fig. 3. The global ratings of innovative factors of Ukraine's economy competitiveness
(developed by the authors based on [12])
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So the strategic objective of effective enterprise  that may be achieved by implementing complex admin-
management is to keep the system within the allowable istrative measures to harmonize social and economic
corridor along with simultaneous optimization of param- interests of a wide range of agents in the company
eters of innovation activity in terms of economic security, internal sphere and external environment (Fig. 4).

Unfavorable business conditions for financial and economic activities
of a company due to state regulation
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of the business unit and actors of its external environment
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The nature of social and economic systems and
economic relations depends on the satisfaction of eco-
nomic interests, which act as the causes and condi-
tions of interaction of socioeconomic systems, and are
in constant motion and development. Interests reflect
fundamental economic contradictions such as contra-
dictions between limited resources and unlimited needs,
between efficiency and full employment and more. The
causes and types of contradictions of economic inter-
ests are varied, but they all have a common basis.

The contradictions permeate through all eco-
nomic relations and embody a source for a priori insur-
mountable economic life, including industrial enter-
prises. The task of elimination of contradictions between
the interests is not fulfilled by enhancing economic effi-
ciency of enterprises, but it is rather achieved through
identifying the nature of these contradictions and fur-
ther development of the company with a view to re-

solving conflicts and harmonizing interests of internal
and external environment. A delay in resolving the con-
tradictions between economic interests will inevitably
lead to a slowdown of company's economic development.
In order to form an effective innovation manage-
ment mechanism for major groups of agents in the
internal and external environment, a company must
specify: threat agents and their major interests; its own
economic interests in specific subjects; the nature of
the conflict of interests (threat); factors and conditions
that lead to the realization of the conflict; form and out-
come indicators of socio-economic conflict. At the pre-
paratory stage the results may be represented as an
array "actors — interest — contradiction". For each com-
pany, due to specific innovation activity content, the
array "actors — interest — contradiction" is individual, but
the generalized nature of the major groups of the envir-
onment within the parameters is given in Table 1.

Table 1

The main components of the array "actors —interest — contradiction” for different external surroundings actors

Iltem

National and regional
authorities and local self-
governmental bodies

Competitors

Consumers

Suppliers (for example,
suppliers of inventory)

The main in-
terest of the
external sur-
roundings actor

Increasing tax proceeds
to local and regional
budgets with minimizing
social tensions and nega-
tive impact on the envir-
onment

Increasing the volume
and profitability in the
long term

To receive in time a prod-
uct of appropriate quality
and price

To sell the goods in
the amount allowing the
company to achieve the
planned profit

The main in-
terest of the in-
novative busi-
ness unit

Getting an opportunity for
effective business

Increasing the volume
and profitability in the
long term

To sell the goods in the
amount, that makes it
possible to achieve the
planned profit

To receive in time a prod-
uct of appropriate quality
and price

The essence
of conflicts

Regulation of national
and regional authorities
makes business ineffi-
cient

Coincidence of the inter-
est objects and subjects
(the interest object is a
group of customers and
suppliers, the interest sub-
ject is business agree-
ments)

Discrepancy between
the goods proposed and
required by consumer

Discrepancy between
the goods supplied and
required by the produc-
tion technology

Factors that
provoke con-
flicts

Non-professional mem-
bers in the government,
requirements of inter-
national authorities

Availability or a possi-
bility for a competitor
to acquire additional re-
sources

Lack of awareness of
potential customers; spe-
cific requirements for qual-
ity, design and mainten-
ance; purchasing power

Inappropriate quality stand-
ards, technical, commer-
cial and financial docu-
ments; low culture of busi-
ness; inefficient tech-
nology and/or organiza-
tion of production, low
production capacity; limit-
ed or complete lack of
resources

Manifestations
of conflict

Instability of the tax le-
gislation; imperfect tax
administration; high tax
rates and fees; sudden
change in the political
situation

Severance of business
relations with customers
and suppliers

Unsatisfactory changes
in demand, non-stand-
ard price elasticity of
demand; low level of
loyalty to the trademark

Lack or shortage of sup-
plies; increase of prices;
disruption of supply (time,
size, quality, variety);
unfavorable terms of pay-
ment; existence and growth
of doubtful receivables

The result of
the conflict

Cessation of activities

Loss of competitive pos-
ition

The planned level of sales
is not reached

Opportunities to expand
production are not fully
exploited
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As Table 1 shows, government regulation has a
significant impact on innovation activity of enterprises.
The activity of state and regional governments, local
governments can have both positive and negative
effects. The introduction of various forms of ownership
provides opportunities for entrepreneurship, raises in-
terest of a wide range of individuals in the enterprise per-
formance and responsibility for the use of accountable
resources management, and therefore the efficiency of
enterprises.

The establishment and regulation of the financial
market contributes to the appearance of new sources
of investment resources, including those of foreign ori-
gin; providing state guarantees for foreign investors to
increase the number and scope of investment projects
implemented at domestic enterprises.

Many scholars [12] raise questions about the
negative impact of the state on businesses, which also
corresponds to the authors' thesis concerning multiple
interrelations between economic safety of the state and
business. In many areas there are conflicts of interests
of the state and individual entities. One of the main fea-
tures of government regulation that adversely affect the
level of innovative activity is the instability of tax legis-
lation and uncertainty of the political situation. Overall,
tax regulation is one of the most important components
of state regulation; tax regulation issues attracted the
attention of many researchers and economists, as this
is the area where the interests of the state and entities
intersect.

To be able to function, public bodies are inter-
ested in the accumulation of budget resources, and in
some cases — in the increase of funding. However, the
relationship between the level of tax rates and state
budget gains, demonstrated by A. Laffer, is inherent in
modern Ukraine. Excessively high tax burden (priority
state interests) inhibits taxpayers' incentives to devel-
opment and expansion of activities. The interest of
companies, by contrast, is to minimize the costs asso-
ciated with the repayment of tax liabilities, so liberal-
ization in taxation objectively improves the profitability
of activities and strengthens the financial position of com-
panies, positively affects economic safety of enterprises.
Grounded reduction of the tax burden has a posi-
tive effect on the overall amount of tax revenues due to
the expansion of the tax base, but excessive liberaliza-
tion leads to a reduction in state revenues and the in-
ability to finance in full state social and economic
programs.

However, it should be noted that, in general, the
actions of the government can simultaneously have a
positive effect on the activity of some economic agents
and negative — on others. So, using tax gains the state
bodies can reallocate capital across sectors and thereby
influence the structure of production in the country.
Rising tax revenues from entities make possible increased
government orders for production in certain sec-
tors, that stimulates their development. Antitrust policy
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aimed at creating conditions for competition, reduces
threats from monopolistic enterprises, but most of these
companies have been threatened by this policy. Pro-
tectionism in foreign trade provides certain advantages
for domestic producers by creating barriers to the pene-
tration of foreign competitors in the domestic market,
but some companies importing goods may turn unable
to overcome an obstacle in the implementation of their
activities.

It is necessary to underline the fact that interests
of the state and regional authorities can vary. The main
reason for these differences is the extent of powers
and, therefore, areas of interest. The interests of the state
are distributed across the country. One of the important
tasks of public administration is to eliminate the effects
of uneven regional development, the implementation of
which is achieved through the redistribution of the nation-
al income share between more industrially developed
regions and regions with low employment and incomes.
This redistribution improves the socioeconomic situ-
ation in the country as a whole, but usually goes beyond
the interests of donor regions. Another point of differ-
ences in the interests of the state and regional authorities
is the subordination of these organs. The legislative ini-
tiative of regional authorities is limited by regulations
adopted by the supreme legislative body of the state,
while state agencies are affected by international organ-
izations that can encourage them to limit individual
interests.

Contradictions force the company to move in the
direction of sustained economic development and serve
as an internal source of functioning and development
of the company and its competitive relationships.
Resolving contradictions involves creation of an envi-
ronment of interaction where harmonization of their
interests is possible. However, new conditions may pro-
duce new contradictions. In resolving the contradictions
of economic interests management must take into ac-
count the following factors:

1) resolution of contradictions is a preferred dir-
ection of an active (dominant) handle for social and
economic relations. All of the economic interests may
be considered as either the active (dominant) side, real-
izing its interest, or as a passive one, which prevents
this implementation, or through which this interest is
realized;

2) resolution of contradictions is balancing the
strengths and weaknesses of opposing interests (factors,
motives, needs, resources, etc.);

3) as a result of resolving contradictions in the
content of economic interest quantitative (e.g. new incen-
tives and motivation) or qualitative (e.g. new forms of
economic interests) changes occur.

The contradiction may have antagonistic or
nonantagonistic character. So there are two types of
solutions: first, by the emergence of forms of motion
that contribute to the greatest extent of possible imple-
mentation of the interests of all the warring parties;
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secondly, by increasing limitation on the economic
activity of one of the subjects with its further elimination
as a subject of economic relations. The best way to
resolve contradictions is the first one that harmonizes
interests.

Modern society has transformed the objective
function of business. Optimizing its performance, the
company strives to meet the goals of society and the
individual. For this reason, the type of objective func-
tion enterprise that seeks to harmonize the interests of
all stakeholders, no longer meets maximization. There-
fore, the criteria of rationality that lies in the efficient
allocation and use of scarce economic resources are
complemented by a new function: the perpetual harmon-
ization of interests.

The research may conclude that one of the chal-
lenges of company innovation management comes to
leveling asymmetry between the needs of internal and
external environment agents and the revealing possi-
bilities to satisfy them. The majority of domestic and
foreign enterprises with insufficient attention to the needs
of society have led to the alarmingly increased asym-
metry between the needs of the groups of external
and internal environment and the company's ability to
satisfy them. However relationship of these groups is
the main competitive advantages of stable growth (the
ability to build and maintain partnerships based on com-
petences) which includes access to the best re-
sources. Moreover, the company's ability to meet
the needs of stakeholders is the main condition for
their existence.

Thus, the paradigm of harmony (balance) of
economic interests should be the basis for the forma-
tion and functioning of the modern company innovation
management. Innovation management is aimed at the
harmonious development of business in the long term
that can provide stable economic company develop-
ment through continuous study and satisfying existing
and future needs (economic interests) of agents in the
internal and external environment.

As socioeconomic interests of agents in com-
pany's internal sphere and external surroundings have
complicated mutual influence, the urgent task for further
research is to identify the parameters of the model of
social and economic interest evolution that can be suc-
cessfully implemented based on the experience of
mathematical economics methods in processing statis-
tical data by Simon Kuznets.
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THE ISSUES OF CORRECT EVALUATION
OF ECONOMIC GROWTH

. Serova

The formation of a correct information base in the research on economic growth has been studied. Typical
situations have been pointed out where the process of data collection and primary processing, provided the accuracy
and comparability requirements are met, is the basis for reliable information. There has been stated a need for prior
examination of the complex structure of a system, such as the economy of a state with a view to achieving its qualitative
homogeneity. It has been shown that if the problem of data homogeneity is a prerequisite for correct analysis, the
structure of a specific system determines the choice of the method of its typology. The relationship between the
combination type and approaches to determining their homogeneity has been presented. The necessity for the use of the
measurement system, depending on the source of information and the current trends for an adequate choice of data
analysis methods has been shown. The list of factors affecting the accuracy of economic measurement has been
determined. Based on the fact that the index is a quantitative and qualitative generalizing characteristics of any
population property in a particular place and time, the interrelation of the characteristics of economic indicators has been
considered in accordance with the causes and sources of accidental errors. The accuracy of the indicator measurement
over a long period of time has been proved to be determined by the uniformity of the development periods. According to
the author the inconsistency between the official figures may be caused by different calculation for the different forms
of presentation. The dependence of the common problems of price and output measurement on the signs of their
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