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THE IMPORTANCE OF INNOVATION MANAGEMENT AND 

INFORMATION TECHNOLOGIES IN UKRAINIAN COMPANIES 
 

Such as media mogul Rupert Murdoch said: "The world is changing very fast. 
Big will not beat small anymore. It will be the fast beating the slow.(Rupert Murdoch, 
2000). It`s really actual thesis. For example, only 43% of companies, which were at 
the top of "Fortune 500" in 1995, left in this rating in 2015 (6).  The main reason for 
they falling is a low quality of innovation management and lack of flexibility. 

The same situation can be seen among the nations. No wonder Steve Jobs said: 
"Innovation distinguishes between a leader and a follower"(Steve Jobs, "The 
Innovation Secrets of Steve Jobs," 2001). At the same time, it should be noted that 
there is a correlation between innovativeness of the government and enterprises that 
operate in this state, so the problem requires a comprehensive research. 

The problem of innovation management and IT in Ukraine is insufficiently 
studied, but the basic information can be obtained by analyzing the works of such 
great scientists as Schumpeter, Kondratiev, Drucker, Tony Davila, Mark J. Epstein, 
Robert Shelton and others. 

 The scientific revolution of the concept of "innovation" was introduced in 1911 
by Josef Schumpeter in his work "The Theory of Economic Development". He 
argued that innovation (technical) is a tool for creating entrepreneurial profit and 
proved that the "dynamic entrepreneur" causes the market fluctuations. Analyzing the 
causes of these fluctuations, Joseph Schumpeter, for the first time in economic 
science, singled and gave a description of the "new combinations of changes in the 
development." 

Schumpeter identified five typical changes: 
• manufacture of products with new properties; 
• implantation of a new production method; 
• the development of new markets; 
• using of a new source of raw materials; 
• implementation of appropriate production reorganization. 
In the 30s of Joseph Schumpeter meant by the concept of "innovation", any 

possible change that occurs due to the use of new or improved solutions of technical, 
technological, organizational measures in production processes, logistics, marketing, 
etc (1). 

The function of entrepreneurs is to reform or revolutionize the pattern of 
production by exploiting an invention or, more generally, an untried technological 
possibility for producing a new commodity or producing an old one in a new way, by 
opening up a new source of supply of materials or a new outlet for products, by 
reorganizing an industry and so on (Shumpeter, 1942). Therefore, innovative 
economy is an economy of knowledge, that is a type of economy wherein are created, 
distributed and used knowledge to provide the permanent growth of competitiveness, 
and innovation processes are becoming a driving force of development. 
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Cause-and-effect relationship between investment in R&D and economic growth 
as early as 2000 proved also Professor Julian Alston from the University of California 
at Davis on the example in the area of agricultural research. He estimated that every 
dollar invested in agribusiness research in Europe, generated more than $ 62 of the 
national wealth: in the US and Canada - $ 46.5, in Japan and Israel - $ 37.4, in Latin 
America - almost $ 43 of the national wealth (5). 

It may be concluded that the state must pay more attention to the development of 
innovation in the country. Considering that Ukraine has the economic downturn, this 
issue should be considered in more detail, and set a relationship between market 
development and innovation. 

If we analyze the «European Innovation Scoreboard 2016" report, which show 
the level of development of innovations in different countries, we can note following 
trends. Ukraine, despite the fact that the percentage of innovative products in the 
export structure is low, ahead of Norway, according to this indicator.  However, 
although the percentage of exports of innovation in Norway below 25%, its indices 
growing, while in Ukraine was marked decline by 4%. At the same time, Norway is 
almost two times higher than Ukraine in the export of the knowledge - intensive 
products (percentage of total service exports). 

It may be noted also that sales of new-to market and new-to-firm in Ukraine 
have the lowest rates, but also show the increase by more than 5% (2). Unfortunately, 
this growth does not matter much, because all other indicators are low. Taking into 
account the fall of important economic indicators in Ukraine, such as GDP, GDP per 
capita, the HDI and etc., on the one hand, and the fall in innovation sector, on the 
other hand, it may be noted a correlation. 

Also according to the Global Competitiveness Index rankings, USA annually 
spending on science $ 405 billion (up to 2.7% of GDP). In second place is China, in 
which the funding of research activities amounted to $ 338 billion per year (2.1% of 
GDP). Japan spent for such purposes $ 160 billion (3.67). For comparison, in Ukraine 
in 2015 from the budget was aimed at supporting research 16 billion hryvnia, or only 
0.8% of GDP. And according to the index of the total amount of investment in 
research, it took 76-th place in the world (3). 

Since independence, the number of researchers in the area of engineering 
science in Ukraine has decreased by 3.5 times. The development of new types of 
equipment decreased by 14.3 times, while the share of innovation-active industrial 
enterprises - up to five times. The total growth of Ukrainian GDP by introducing of 
new technologies is 0.7%, whereas in developed countries - 60-90%. 

 This has already resulted to the disappointing trend: according to various 
estimates, every year from 6000 to 9000 of the representatives of intellectual 
professions are leaving Ukraine. According to Anatoly Shirokov, head of the trade 
union of the National Academy of Sciences, in 2015 NAS have left 2600 people, 
including 80 professors and 511 candidates of sciences. 

At the same time, the age of 80-85% of the scientific staff who work in 
Ukrainian universities nearing retirement (4). 

To understand, what the government needs be done to improve innovativeness 
of Ukrainian economy, it`s necessary to study the experience of world leaders: 
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Singapore, Sweden and Finland. Analyzing the experience of these countries, we can 
see that, despite the fact that innovation is created by people, and government cannot 
be innovative in themselves, the main task of the government is to create an ideal 
environment for innovators, so they don`t need to migrate to more developed 
countries. 

At the same time, making the necessary steps to reform the innovative segment 
of the domestic economy, it is important to ensure succession and continuity of the 
state policy in science and technology. This is possible under the following 
conditions: 

1. The new law "On Scientific and Scientific-Technical Activities" and the 
update mechanism of formation of priority directions of development of science and 
technology, the recovery system foresight researches scientific and technological 
development; 

2. Expansion of the grant and the increase in program-targeted financing of 
science while gradually increasing the base funding of public research institutions; 

3. The transition from one-year to two years of formation of the state order for 
the creation of new technologies; 

4. Establishment of the State fund for development of technologies and the 
strengthening of the State Fund of Fundamental Research; 

5. Recovering work of technoparks; 
6. The use of tax incentives for high-tech businesses and / or business that 

innovates. 
7. The reform of the education system, as well as the promotion of cooperation 

of research institutions, educational institutions and businesses. 
8. Reforms in other areas that will contribute to the economic development of 

the state and, therefore, increase the yield and physical and legal persons. High 
incomes will push companies to spend more money on IT that will help to develop 
the domestic market of information technologies and improve the competitiveness of 
the national product. 
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