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THE INNOVATIONS EFFECTS AT COMPANY’S LABOUR PRODUCTIVITY

The paper deals with the analysis of innovations effects on labour productivity, work guality, work contracts.
Innovations are the basic factors in the growth of labour productivity. The innovations growth provides the release
of labor force in low-tech sectors of the economy, the redistribution of workers in favor of high -tech sectors of the
economy with high value added, and a major source of improving the welfare of the population and development
of society. The methodology includes the interdisciplinary approach application based on institutional analysis,
human resource management and comparative economics methods. The systematization of the basic
approaches including systemic innovation system, the permanent organizations, innovation diffusion concept and
etc. expand the object of study, and allows finding new directions in the study of the interdependence between
innovations and labour productivity. The study of Ukrainian economic performance indicators of public R&D
expenditures, innovation expenditures, employment in medium to high-tech manufacturing and high-tech services
confirms decrease in public spending. The recent studies emphasize the main transformation in the world of work
in terms of the labour market, social dialogue, and conditions of work, wages and incomes, and effects on the
middle class. The strong institutions play significant role in the process of knowledge accumulation, creation well-
functioning market system, institutional and infrastructure development. They are fully consistent with high
employment and dynamic labour market functioning. The information technologies development contributes into
the average annual growth of labour productivity in a range of the developed countries. The directions of
preconditions for innovative development and the formation of partnerships and links between education,
business, science, and innovation are proposed.
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E®EKTU IHHOBALIA HA NPOAYKTUBHICTb NPALI B KOMMNAHII

Y cTatTi po3rnagalTbest epeKkT BNAMBY iHHOBALiA Ha MPOAYKTUBHICTb Mpali, sikicTb poboTu Ta Tpyaosi
KOHTpakTW. |HHOBaUii — LEe OCHOBHI (paKTopu 3pOCTaHHsi MPOAYKTUBHOCTI npaui. 36inblueHHs iHHOBaUi
3abesneyye BUBINbHEHHS POBOYOT CUNN Y HU3BbKO TEXHOIONYHUX rany3sax eKOHOMIKM, Nepepo3noAin pobiTHUKIB Ha
KOPUCTb BMCOKOTEXHOIOMYHNX CEKTOPIB €KOHOMIKM 3 BUCOKOIO 4aCTMHOK AOAAHOI BApTOCTi, @ TakoX rofioBHOrO
[xepena nokpalleHHs [obpobyTy HaceneHHs Ta pPo3BWUTKY cycninbctBa. MeToponoria AOCNIMKEHHS BKMOYae
3aCTOCYBaHHSA MDKOUCUMNMIHAPHOIO NiAXody, 3aCHOBAHOMO Ha BMKOPUCTAHHI IHCTUTYLiOHANbHOrO axaniay,
ynpaBniHHA NIOACBKMMU pecypcamy Ta MeTOAy €KOHOMIYHOI kommapaTtuBicTuku. CucTtematmsauisi OCHOBHUX
nigxodis, BKMOYAYM CUCTEMHY iHHOBALHY CUCTEMY, MOCTINHY OpraHisaduiio, kKoHuenuito Andysii iHHoBaLin Towo
po3wnpioe 06'eKT AOCMIMKEHHA Ta [O03BOMSE 3HAXOAMTU HOBI HaMPsIMKM Yy BMBYEHHI B3aEMO3aNeXHOCTi MiX
iHHOBaUisIMM Ta NPOAYKTUBHICTIO nMpaui. [JocnigXeHHs eKOHOMIYHUX MOoKasHuKIB AepxaBHUX Butpat Ha HOOKP,
BMTpaAT Ha iHHOBaUii, 3alHATICTb y BUPOBHULTBI CepefHiXx Ta BUCOKOTEXHOMOMYHUX TEXHOMOri Ta
BMCOKOTEXHOSONMYHMX MOCNYr NiATBEPAXYE 3MeHLWeHHA AepxaBHux ButpaT Ha HOOKP. OctaHnHi gocnigkeHHs
nigKpecnioTb OCHOBHY TpaHcdopMaLilo y CBITi npaui 3 TOYKM 30py PWMHKY Mpadi, couianbHOro Aianory Ta ymoB
npadi, 3apobiTHOi nnaTn Ta JOXOAIB Ta BMNMBY Ha cepefHin knac.CunbHi iHCTUTYTK BigirpaloTb 3Ha4YHY ponb y
npoLeci HaKOMWYEeHHS 3HaHb, CTBOPEHHI A0Ope (hyHKLiOHYHYOi PMHKOBOI CMCTEMW, PO3BUTKY IHCTUTYLN Ta
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iHcppacTpykTypu. BoHM noBHicTio 3a6e3mne4ytoTb BUCOKY 3aMHATICTb Ta AMHaMiYHe (PyHKLiOHYBaHHSA PUHKY npaLi.
Po3BUTOK iHpOpMaLINHMX TEXHOMOTIN CNpUsiE CepefHbOPIYHOMY 3POCTaHHIO MPOAYKTMBHOCTI npaui B LinoMy B
KpaiHax, Lo po3BiBaloTbCHA. 3anpornoHOBaHO HanpsMKU nepegymoB iHHOBALIHOTO pPO3BWUTKY Ta (OpMyBaHHSA
napTHEPCbKMX BiHOCWH Ta 3aB’A3KiB MiX OCBITOl, Bi3HeCoM, HayKolo Ta iHHOBaLisMK.

KnroyoBi cnoBa: NnpoayKTMBHICTb Npadli, iHHOBaLii, BUTpaTu Ha onnaty npawi, TPyA0Bi KOHTPaKTH.
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3®PEKTbI UHHOBALIMA HA MPON3BOAUTENIbHOCTb TPYOA B KOMIMAHUU

B cratbe paccmatpuBatoTca 3pekTbl BAMSHUA MHHOBaLWM Ha NPOM3BOAWUTENLHOCTb TpyAda, KayecTBO
paboTbl M TPyAOBble KOHTPaKTbl. WHHOBaUuM paccmaTpuBaloTCsl B KayecTBe OCHOBHOrO daktopa pocTa
Npov3BOAUTENBHOCTU Tpyaa. YBenMyeHve uHHoBaumin obecneumBaeT BbicBoOOXAeHME paboyen cunbl B HU3KO
TEXHOMNOIMYHbIX OTpacnsAX 9KOHOMVWKM, nepepacnpeaeneHe paboyrx B Nonb3y BbICOKOTEXHOMOMMYHbIX CEKTOPOB
9KOHOMUVKM C BbICOKOW Jdonen [obaBneHHOW CTOMMOCTM, a TakkKe [NTaBHOr0 WCTOYHMKA YMyudlleHus
6narococTosiHMs HaceneHnss M pas3BuTUs obwectsa.MeTogonorusi uccrefoBaHWs BKMOYAET MPUMEHEHME
MEXANCLMNITMHAPHOIO MOAX0AAa, OCHOBAHHOIO Ha UCMOSIb30BaHWUN MHCTUTYLIMOHANbLHOTO aHanusa, ynpasreHus
YerioBe4YeckMM pecypcamm M MeToda IKOHOMMYECKOM KOoMMapatuBuCTMKM. CuctemaTusauusi OCHOBHbIX
noaxo[oB, BKIOYAs CUCTEMHOW MHHOBALMOHHOW CUCTEMbI, MOCTOSIHHOW OpraHusauuu, KoHuenuuu auddysum
WHHOBaLW W T.4., paclumpsieT 0ObeKT NCCrneaoBaHNsa 1 MO3BONSET HAXOAUTb HOBbIE HaMpaBfieHNs B U3Y4eHUN
B3aVMO3aBUCHMOCTM MeXAdy WHHOBaUMAMM U MPOU3BOAUTENBHOCTLIO Tpyda. W3yyeHne 3SKOHOMUYECKUX
nokasaTenew B3anMO3aBUCMMOCTM rocygapcTBeHHbIX pacxogoB 1 HUMOKP, satpaTt Ha MHHOBaUWKM, 3aHATOCTM B
ceKkTopax MpOW3BOACTBA CPEAHVMX W BbICOKOTEXHOMOTMYHBIX TEXHOMOTMN WU BbICOKOTEXHOMOMUYHBIX YCIyr
NnoaTBepPXOaeT yMeEHbLUEHME [0MnU rocydapcTBeHHbIX pacxogoB Ha HUMOKP. CoBpemeHHble uccregoBaHust
nogvepkMBaloT, 4YTO OCHOBY TpaHcdopmauum B cdepe Tpyaa obecneumBaeT pas3BuTME pbiHKa TpyAda,
coumanbHOro guanora v ycrnoBui Tpyaa, 3apaboTHOM mnaTbl M OOXOAOB, @ TakkKe BMMSIHUA HA CpeaHun
knacc.CunbHbIe MHCTUTYTbI UFPaOT 3HAYUTENbHYO POrb B NMPOLLECCe HAKOMMEHUs 3HaHWUM, B CO34AHUM XOPOLLO
PYHKLMOHMPYIOLLEN PbIHOYHOW CUCTEMbl, pPa3BUTUM WMHCTUTYTOB U  UHApPACTPyKTypbl. OHWM MOMHOCTbIO
obecneymBaloT  BbLICOKYIO ~ 3aHATOCTb W AUHAMWYHOE  (PYHKLUMOHMpOBaHWE pbiHka  Tpyada.Passutue
MHAOPMAaLIMOHHBIX TEXHOMNOMMI CMocobCTBYET B CpedHEM €XerogHoOMy pOCTy MpOov3BOAWTENBHOCTU TpyAa B
pa3BuTbIX cTpaHax. [MpeanoxeHbl HanpaBneHWs NPeanochbiIoOK MHHOBALMOHHOMO pasBuUTMS U hopMUpoBaHUsE
napTHEPCKMX OTHOLLEHWUI U B3anNMOCBSA3e Mexay obpasoBaHnem, OBU3HecoM, Haykon 1 UHHOBaLMAMMU.

KnioyeBble cnoBa: Npou3BOAWTENbHOCTb Tpyda, WMHHOBaUMW, 3aTpaTtbl Ha onnaTy Tpyaa, TpyaoBble
KOHTPaKTbI.

JEL Classification: J08, J21, J24.

Statement of the problem.The article analyses the innovations effects on labour productivity,
work quality, and work contracts. The spread of innovations and its application in high-tech sectors
stimulate labour productivity growth, reduction old working places with low productivity and creation
new industries with high value added products. The study aims to add to existing body of knowledge
and to provide proposals for improvement of the legislative and the regulatory framework, the
standards, the methods of calculation and the measurement of the labour productivity.

The innovation system concept has come to play a major role in efforts to shape public policies
to better support innovation and economic growth (Lundwall, 2007). The innovations penetrate as a
concept, as institutions, as creativity, channeled through temporary and permanent organisations,
shaping markets and dialoguing with entrepreneurship, and as embedded in places and networks
(Bathelt et al., 2017). The innovation policy supports innovation — diffusion, analyses the current
knowledge phenomenon, and explores important challenges facing contemporary societies
(Fagerberg, 2007).

Technological progress leads to higher productivity and economic growth, improves working
conditions and wages, but it can also result in more rapid changes to firms and industries. The policy
of enhancing innovation growth in Ukraine will lead to the creation new products; as a result
stimulate production, and emergence new workplaces. The information technology boom has
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significant impact on labour force in favour of skilled labour increase with higher productivity
comparing with unskilled labour.

The literature review demonstrates that without complementary investments, it will not be
possible to fully benefit from the advantages of ICT capital for productivity growth. The preconditions
for innovative development are human capital investment, education, and institutional settings. The
formation of partnerships and links between education, business, science, and innovation can
contribute to stimulating the demand for labor.

The development of rules, norms, and institutions in the society provide the basis for social
dialogue in society concerning conditions for labour contracts, wage, regulatory framework,
management and etc. Innovations stimulate labour productivity increase and result in the share of
skilled labour rise and decrease of unskilled labour. The labour legislation improvement, elimination
regulatory barriers for business, development of retraining programs direct labour productivity
increase, and create incentives for workers.

Analysis of recent studies and publications. Innovation is regarded as a basic driving force
in the process of narrowing gaps with developing countries in global economy. Innovation is
considered as important precondition towards a transition into self-sustaining innovation led — growth
economy. Effective innovation system includes firms, research centers, R&D institutions which
provide new goods creation, new processes and new knowledge.

The economic analysis of recent studies draws attention to a number of works considering
direct and indirect innovation effects on labour productivity. An economic model ensuring a decent
pay of its balanced formation (Kulikov, 2008) based on innovations rise. It leads to investment, value
added, labour productivity, savings and demand increase. The upsurge in wages leads to higher
demand, and, consequently, to the creation new workplaces. Bogliciano, Pianta (Bogliciano & Pianta,
2009) make an analysis of economic performances in European industries. Authors explain the
results of different innovation models, with strong specificities of the four revised Pavitt classes (i.e.
"Science Based industries", "Scale and Information Intensive industries”, "Specialised Suppliers
industries" and "Suppliers Dominated industries”). Scientists proposed policies aiming at greater
labor productivity growth may have to take into account the different mechanisms resulting from
technological and cost competitiveness strategies. These strategies have the different relevance in
industry groups. Preenen et al. (Preenen et al., 2015) suggest that internal labour flexibility practices
benefit both labour productivity and innovation performance of companies. Researchers should make
efforts to introduce new processes. If innovation and labour productivity are considered key to long-
term survival, firms it means that policymakers should consider internal labour flexibility practices.

Dykha et al. (Dykha et al., 2017) claim the necessity of the basic principles fulfilment of the
investment-innovation strategy. In order to achieve the goals of effective implementation such policy
and obtain the results for ensuring labor productivity growth authors propose the priorities for public
finance allocation, measures enhancing the development of venture capital and high-tech production
stimulation. Innovation policy needs to be tailored to the position of Ukraine relative to the technology
frontier because the institutions and policies that support "locally new" innovation through imitation,
adoption and adaptation are not necessarily the same as those that favour “globally new”, leading-
edge innovation. Innovation activities in countries behind the technology frontier, such as Ukraine,
focus mainly on the adaptation of machinery, equipment and software. The share of expenditure on
machinery, equipment and software in total innovation expenditure in Ukraine is within the normal
range for the EU new member States (Majcen et al, 2009).

Matteo et al. (Matteo et al. 2012) make research of labour productivity growth and ICT capital
development of a sample of 14 OECD countries between 1995 and 2005. Authors receive overall
results which indicate that capital accumulation was the main driving force of labour productivity
growth. This study also found that ICT capital seems to produce an opposite effect on labour
productivity growth: an increase through capital accumulation and a decrease through technological
change. The results prove that without complementary investments, it will not be possible to fully
benefit from the advantages of ICT capital for productivity growth.

Recent studies in labour economics underline the main transformation in the world of work over
the last 20 years in terms of the labour market, social dialogue, and conditions of work, wages and
incomes, and effects on the middle class (Vaughan-Whitehead et al., 2016). Strong institutions are
not only “the building blocks of just societies’ but can be, if well designed, fully consistent with high
employment and dynamic economies (Berg, 2015). The information technologies contribute into the
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average annual growth of labour productivity in a range of countries. The impact of IT on the system
transformation of social labour relations defines by a set of parameters (Grishnova & Kostenko,
2014). The following section emphasizes the importance of innovations and effective national
strategy, institutions setting, enforcing labor productivity growth and overcoming backwardness and
economic instability of the country.

Statement of the objectives of the article. The article deals with the analysis of the effects of
innovations at company’s labour productivity. The methodology includes the interdisciplinary
approach application based on institutional analysis, human resource management and comparative
economics methods. The systematization of the basic approaches including systemic innovation
system, the permanent organizations, innovation diffusion concept and etc. expand the object of
study, and allows finding new directions in the study of the interdependence between innovations
and labour productivity.

Presentation of the basic material. The study of the Ukrainian labour market demonstrates
that it is dynamically developed, but it isn’t homogeneous. It distinguishes with the following
peculiarities: cheap labour force, lowest minimum wage, high voluntary unemployment, misbalance
of demand and supply of labour force, absence motivation for workers and etc. Unemployment rate
in Ukraine calculated as percentage to the economically active population aged 15 — 70 is 8,8% in
2018, for European Union countries — aged 15-74 equals 6,8 % (Economic Activity of Population in
Ukraine 2018, 2019). This indicator demonstrates the existence of the deep social economic
problems at the labour market, especially high unemployment rate at the group from 18 to 28 ages
workers. The number of unemployed people reached 1.6 million. The unemployment rate, by the ILO
measure, was 9.0%, and among people of working age it was 9.4% of the economically active
population. Among young people aged up to 25 years, the unemployed rate was twice as much as
the national average — 21.8% of the economically active population. The unemployment rate in urban
areas was 8.9% and 9.2% in rural areas. Among men, the figure was 9.9% and among women —
8.0%. The study of the State Statistics Service shows that, the real unemployment rate in Ukraine is
the same as in EU — 7.3%. For example, in Poland, where massive amount of Ukrainians went to
work, the percentage of unemployed is 13% of the economically active population.

Ukraine is at about half or two thirds of the European Union in terms of public R&D
expenditures, innovation expenditures, employment in medium to high-tech manufacturing and high-
tech services. The positive or at least moderate performance in these indicators is in stark contrast to
the level of broadband penetration, business R&D expenditures, public funding of innovations and
high-tech exports (European Innovation Scoreboard, 2009).

The study of the labour market in Ukraine highlights the growing discrepancy between skilled
and unskilled labour force. Denisova (Denisova, 2005) estimated the wage gap between skilled and
unskilled workers at 20 percent in 1991-2001. Among observable explanations, education has the
largest explanatory power: it accounted for 20-30 percent of the wage gap in 1995 and 50 percent in
2002. Additionally, employment in manufacturing industries, except the metals industry, tends to
increase the wage gap, albeit modestly.

Gianella, Tompson (Gianella & Tompson, 2007) find out that market concentration has a
negative and highly significant impact on labor productivity growth: a one percentage point decline in
the Herfindahl-Hirschmann indexes is associated with an increase in labor productivity growth of 0.2-
0.3%. Authors assert that high levels of market concentration and weak competition are partly a
product of Ukraine's inherited economic structure, but they are also, in large measure, the result of
misguided policies.

The infrastructure developments, investment in education, job training and retraining programs
have significant impact on country’s social performance. Ukraine is ranked 71 among 190 economies
in the ease of doing business, according to the latest World Bank annual ratings. The rank of Ukraine
improved to 71 in 2018 from 76 in 2017. Ease of Doing Business in Ukraine averaged 112.36 from
2008 until 2018, reaching an all-time high of 152 in 2011 and a record low of 71 in 2018 (Ease of
Doing Business in Ukraine, 2019). The existing trade-off between the needs for technological
upgrading and regulatory reform make priority task creation attractive business environment.
Regulatory reforms should be prioritized in precisely those areas with potential for medium and long-
term growth. The aim would be to remove sector specific, institutional obstacles to growth without
creating new distortions. This would require addressing failures in inadequate training and
investment in human capital in these areas, as well as designing technology-, sector- or area-specific
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investment promotion packages with due care not to give unfair advantages to specific types of
investors. A challenge for Ukrainian policymakers is to balance horizontal and vertical regulatory
reforms, as well as balancing horizontal with technology-specific innovation policy programmes. The
complementary character for regulatory reforms and innovation policy measures directs toward
speeding economic reforms in Ukraine. The system of technical regulations hinders modernization
through its complexity, lack of self-regulation, obsolescence and huge scope for administrative
discretion (Innovation Performance Review of Ukraine, 2013).

The main factors contributing to the growth of total factor productivity are structural reforms in
the economy, as well as a decrease in the share of the shadow economy. The labor market reform
includes the liberalization of labor legislation which expands employment and creates more jobs.
Labor Code should regulate narrow section of the relationship between employer and employee and
provide balance the interests of employers and employees (Nosova, 2018). The current labour policy
directs promoting the employment; presenting assistance in educating or retraining; stimulating the
creation of a flexible labor market. The priorities of reforming the Ukrainian labor market are:
improving the wage system; the expansion of opportunities for the public to get official, basic and
additional-income; social support of certain groups; improving the quality and competitiveness of the
labor force; promoting effective and reasonable movement of the labor force; preventing the growth
of unemployment by creating jobs through various sources of funding; implementation of release and
redistribution mechanisms; restructuring of the economy and rising domestic production.

According to the assessment of the Top-10 innovative countries ranking by the Bloomberg
Innovation Index 2019 Ukraine takes 53 " place (table 1) in 2019 comparing to 46 ™ place in 2018.

Table 1
The Ranking of the Top-10 Innovative Countries by the Bloomberg Innovation Index in 2019
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1(0) South Korea | 87,38 2 2 18 4 7 7 20
2(+2) Germany 87,30 7 3 24 3 14 11

3(+4) Finland 85,57 9 16 13 9 8 5
4(+1) Switzerland 85,49 3 4 8 13 3 27
5(+5) Israel 84,78 1 33 36 2 4
6(-3) Singapore 84,49 13 5 11 17 1 13 14
6(-3) Sweden 84,15 4 15 6 20 5 25
8(+3) USA 83,21 10 25 43 28 1
9(-3) Japan 81,96 5 7 22 10 39 18 10
10(-1) France 81,86 12 41 13 2 11 20 15
53(-7) Ukraine 48,5 54 58 60 37 28 46 35

Source: Bloomberg Innovation Index 2019. (Viens, 2019)

Country is worsening position in the labour productivity to 60 ™ place comparing 50 ' place in
2018. Ukraine was the worst in labour productivity which shows low level of applied technologies and
production of goods with low added value, has got to three outsiders on technological possibilities
(58th place) and takes 54th place in the level of expenses for research and development in gross
domestic product. At the same time, it holds the 28th place in higher education efficiency and 35th in
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patent activity, meaning it has the potential for development. Ukraine is continuing provide efficient
higher education and provide qualified graduates for the labour market.

{1 824
759
| 467 0
| 151 130
—L'Z;)??‘ : - -
2015 2017

Fig. 1. Innovation Activity of Industrial Enterprises in Ukraine in 2015 and 2017 (number)
Source: (State Statistics Service of Ukraine, 2019)

The data figure 1 demonstrates that the industrial enterprises continue provide policy for
enhancing innovation activity in Ukraine. Despite the fact that some indicators of innovation activity
decrease, we can mark the positive trend in innovation development. The number of industrial
enterprises providing innovation activity decreases from 824 in 2015 to 759 in 2017 in Ukraine, spent
money for internal R&D falls from 151 to 130, spent money for external R&D drops from 70 to 62.
Encouraging trend demonstrates that the spent money on the acquisition of other external
knowledge increases from 32 to 43, and spent money for buying machines, equipment and software
rises from 467 to 500.

According to the State Statistics Service data, in 2017, the IT sector accounted for more than 3
percent of gross domestic product, and the industry's total revenue exceeded $ 3.5 billion, which is
comparable to the high-tech sector output. A comprehensive new report into the Ukrainian IT
industry produced by tech service provider N-iX estimates that IT industry currently accounts for 20
% of Ukraine’s overall service sector exports. The sector is growing an annual rate of 26 %, with
approximately at 4000 IT companies active in the country. Ukraine is currently home to over 100
international research and development centers and counting, while there are an estimated 2000
startup companies. The Ukrainian IT industry is currently growing at a rate of approximately 30, 000
specialists workplaces per graduates with necessary skills to feel these vacancies, whereas the
country’s universities and institutes of higher education are only producing 16,000 (Ukraine IT
Industry Overview, 2019).

Firm-level surveys show that more than 20 percent of firms in many developing countries rate
inadequate skills and education of workers as a major or severe obstacle to their operations.
Regulation of labour markets is usually intended to help workers, but can also be a significant
constraint on firms (World Development Report, 2005).

Saha (Saha, 2015) argues that one attractive option can be the establishment of “cluster
councils” for successful business clusters. These councils require litle government involvement and
not only help to improve communication between companies and government, but also magnify the
visibility of success stories to potential investors. Rusnak and Prokhorchuk (Rusnak &
Prokhorchuk, 2018) propose specific initiatives to accelerate the development and implementation of
“innovation laws”; to review the list and content of the existing scientific and technical programs with
the purpose of more consideration of the world tendencies and their adaptation to the needs of the
national economy; to develop an innovation monitoring system.
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Fig. 2. Development of innovative processes in the volume of industry (%)
Source: (State Statistics Service of Ukraine, 2019)

The market situation remains tense and is characterized by a decrease in demand for labor in
Ukraine. The main trends in the labor market could be defined by extremely low employment rate.
The employment rate is 56.9%, including 57.6% in urban areas and 55.5% in rural. Employment
rates among men were higher than among women — 62.5% and 51.9% respectively. Despite
depressed growth of unemployment, the unemployment rate remains high, especially among young
people. Industrial production indices decrease to 87 % in 2015 in comparison to 89.9 % in previous
year in Ukraine (Ukraine in figures 2016).

Muthusamy, Rasid (Muthusamy & Rasid, 2018) propose managers to carry out an internal audit
on existing internal training program and career development program for skilled employees. They
consider these measures will help to improve managers ability to recruit, build skill and retain the
skilled employees.

Innovation activities in Ukraine are largely financed from internal resources (70% of innovative
companies in 2011), although their share of total innovation expenditure has declined since 2005
(from 87.7% in 2005 to 52.9% in 2010). The share of state budgetary funds remains negligible, at
around 1%. The structure of innovation expenditure is dominated by the purchase of machinery,
equipment and software (73%), which contributes to technological catch-up. Internal R&D
expenditure represents 5.8%, external R&D and other knowledge inputs 2.3% and 1.7%, respectively
(UAH 246.6 million (Statistical Yearbook: Research and Innovation in Ukraine 2011, 2012). The
structure of R&D expenditure was industry specific (medium to medium-low technology and resource
intensive sectors), with internal R&D activities concentrated in the machinery and chemical
industries, and demand for external R&D and other knowledge inputs in metallurgy and machine
tools (Innovation Performance Review of Ukraine, 2013).

Some authors underline the main transformation in the world of work over the last 20 years in
terms of the labour market, social dialogue, and conditions of work, wages and incomes, and effects
on the middle class (Vaughan-Whitehead et al., 2016). Strong institutions are not only “the building
blocks of just societies’ but can be, if well designed, fully consistent with high employment and
dynamic economies (Berg, 2015). The information technologies contribute into the average annual
growth of labour productivity in a range of countries. The impact of IT on the system transformation
of social labour relations defines by a set of parameters (Grishnova & Kostenko, 2014).

The UNIDO assessment of the Competitive Industrial Performance in 2018 Ukraine is ranked
64™ with score 0,0407 among 150 countries. (Ukraine Competitiveness Rank, 2019) Ukraine enters
the group of emerging industrial economies. Attraction inflow of new technologies and their
dissemination lead to labour productivity increase per capita, and country’s competitiveness
improvement. The diffusion of advanced technologies support an increase in country’s
competitiveness. Technological diffusion contributes to greater competitiveness in manufacturing, the
country’s institutions, infrastructure, human capital, business environment and other factors must
also be conducive to structural change (Rodrik, 2018). Government policy supporting education and
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retraining programs affects the prospects for individuals — and the ability of firms to enter new
markets and adopts new technologies. It also needs to facilitate allocation of labor to its most
productive use while helping workers cope with labor mobility. Technological progress that leads to
higher productivity and economic growth improves working conditions and wages, but it can also
result in more rapid changes to firms and industries. Improving the business climate goes hand in
hand with enhancing human capital. A skilled workforce is essential for firms to adopt new and more
productive technologies, and a better business environment raises the returns for investment in
education. As firms have more opportunities and better access to new technologies, they demand
more skilled workers and have stronger incentives to engage in growth-enhancing activities, raising
both the private and social returns to education. Technology transfers by multinational firms, and
technology adoptions by local firms, require a minimum of human capital and training. New
technologies generally require significant organizational changes, which are also handled better by a
skilled workforce. Firm’s strategy directs towards workers’ motivation, new jobs creation, labour
efficiency increase and etc. Business regulations improvement can reduce incentives to make new
investments, adjust the organization of work to take advantage of new technologies or opportunities,
or hire more workers.

Conclusion. Regulatory barriers to growing business of any size continue to impede
development of competition, entrepreneurship, and productivity increase. The sufficient state policy
creates opportunities to improve countries position via the role of competition in spurring innovations.
Efficient allocation of resources aims the adoption of micro and macro-economic measures for labor
productivity per capita increase, market efficiency and technical efficiency improvement. The new
technologies inflow and labor force education and training, will create the basis for innovation
breakthrough to the informational society. Lasting a long time growth could be achieved on the basis
of elaboration and application of innovations in all spheres of production. Highlighting the priority
tasks of economic policy the top-priority investment in R&D and in education, informational network
improvement, reduction of labor shedding share in total labour productivity, provide regulatory
reform, remove sector specific, institutional obstacles to growth, stimulate transparency and
competitiveness for business.

The factors of labour productivity increase are the following: the quality of labour and social-
economic conditions for workers, the level technical equipment, and the quality of labour
organization. The basic characteristics of the labour costs are the level of qualification, professional
knowledge, skills, competences, responsibility, working experience. Modernization of equipment,
new kinds of technique use, the efficient resource technologies make up the fundament for stable
development of country. The improvement of labour organization includes the application of new
progressive forms of management.
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