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TenaeHiii po3BUTKY iHHOBALIMHOIO 0i3HeCY
y JIbBiBCBHKil 00J1aCTi

Cmamms npuceésayena 8u84enHo meHoOeHYil pO36UMKY IHHOBAYILHO20 MAN020 DI3HeCy HA PeLiOHANbHOMY Di6HI.
Ipoananizosano cmpykmypy iHHOGayiino2o manozo 6Oi3necy Jlvgiecokoi obaacmi, a makodc OOCHIONCEHO
inmepaxmueni npoyecu Ccnienpayi Midic CMOPOHAMU, AKI 3ayikasneHi 6 uoco pozeumky. Haseoeno «kinvkicmo
IHHOBAYIUHO AKMUBHUX MATUX NIONPUEMCING MA KITbKICMb 3anpo8addiceHux Humu iHHogayin y Jlveiscokil obnacmi 3a
HanpsmMamu iHHO8ayitl ma euoamMu eKOHOMIuHOL disibHocmi. Poskpumo cyuacui mendenyii innosayiiinoi OisibHoCmi
nionpuemcma Jlvgiscokoi 0baacmi ma oyineHo hakmopu, AKi GNAUBAIOMb HA PO3BUMOK MAI020 IHHOBAYINIHO20 Oi3HeCy
6 pecioHi.

Ax noxazyiomv pezyibmamu npo8edeH020 O00CHIONCEeHHs, Yepe3 HU3bKUL 0a308Ull MexXHON02IUHUl pigelb
Oinbuiocmi Manux nionpuemMcms HaumeHwii mMoougikayii y cmpykmypi abo opeauizayii eupobHUUX Npoyecie yice
86AIICAIOMBCA  THHOBAYIAMU, MOOI K HA OiLlbUl BUCOKOPO3ZBUHEHUX NIONPUEMCINGAX MAKI 6 3MIHU 66ANCANUCS
He3HAYHUMU NOKpauwjeHHAMU. Takxum 4uHoM, MOUK0GI IHeecmuyii He CMEopPIoIoMy THHOBAYIUHO20 MYILbMUNIIKAYILUHO20
eexmy, HamoMicms 8UMALAIOMb BENUKOMACUMAOHO20 NAPMHEPCMEA | CNIGPODIMHUYMEA 8 NPOYeci IHBECMY8ANHS.

KuiouoBi cioBa: innosayii, insecmuyii, maiuil 6isnec, ekoHoMiuHa axmuenicmy, JIbgigcoka obracme.
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TenaeHunu pa3BuTHs HHHOBAIIMOHHOIO OM3HECA
B JILBOBCKOM 00J1acTH

Cmambs nocéaweHa u3y4eHur0 meHOeHyull pa3eumus UHHOBAYUOHHO20 MAN020 OU3Hecd HA pPecUOHANbHOM
yposue. [lpoananuzupoeana cmpykmypa uUHHOBAYUOHHO20 Mano2o Ousneca JIbeogckou obracmu, a makdice
UCCIe008aHbL UHMEPAKMUBHBIE NPOYECCHl COMPYOHUUECTNBA MENHCOY CMOPOHAMU, KOMOPble 3AUHMEPecO8AHbl 6 €20
pazsumuu. IlpusederHo Koauwecmeo UHHOBAYUOHHO AKMUBHLIX MAbIX NPEeONPUAMUL U KOAUYECMB0 66COCHHbIX UMU
unnosayuil 6 JIb80BCKOU 001ACMU NO HANPABAECHUAM UHHOBAYUL U BUOAM IKOHOMUHECKOU desmenvHocmu. Packpvimoi
cospementble MeHOeHYUU UHHOBAYUOHHOU desimelbHocmu npeonpusmuti JIbosckoti obracmu u oyenenvl Gaxmopewt,
KOmMOopble 6IUSIOM HA PA36UMUs MAl020 UHHOBAYUOHHO20 OU3HECA 8 pecuoHe.

Kaxk noxazvieaiom pesynbmamvl npo8eOeHHO20 UCCIEO08AHUS, U3-30 HUZK020 0A308020 MEXHONOSUYECKO20
VPOBHSL OONbUIUHCMBA MAbIX NPeOnpusimull  0axce MAleHbKue MOOUQUKayuu 6 CmpyKmype uiu OpeaHu3ayuu
NPOU3BOOCMBEHHBIX NPOYECCOB YIHCE CHUMAIOMCI UHHOBAYUSIMUL, M020a KAK HA 60Jiee 8blCOKOPA36UMbIX NPEONPUSIMUSIX
maxue U3MEHeHUs. CUUMANUCh Obl HEe3HAYUMENbHLIMU VAyYuleHusmMu. Takum obpazom, moueuHvle UHBECMUYUU He
€030ai0m UHHOBAYUOHHO20 MYIbMUNIUKAYUOHHO20 3 hexma, HO 3amo mpedyiom KpYNnHOMACUWMAOHO20 NAPMHEPCmed
U COMPYOHUUECMBA 8 NPoYecce UHEeCMUPOBAHUSL.

KimoueBble cJI0Ba. unHOSQUUU, UHGECMUYUU, MALbLU OU3HeC, IKOHOMUUeCKAas akmusHocms, Jlbeosckas
obnacmeo.

T.0. SKRYPKO
(Lviv Academy of Commerce, Lviv, Ukraine)

Trendsfor Innovation Business Development
in Lviv Region

The Articles highlights trends of small business innovation development at a regional level. Small business
innovation structure has been analyzed for Lviv region; interactive procedures have been researched referring to
cooperation between the parties interested in its development. The amount of innovation-active small businesses and
the number of innovations introduced in Lviv region have been mentioned by innovation trends and types of economic
activity. Up-to-date trends in Lviv region companies innovative activity have been revealed and factors influencing
small business innovative development in the region have been outlined.
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As the results of the research show, due to low basic technological level of most small businesses, even minor
modifications in production procedure structure or organization are considered innovation whereas at a higher
devel oped enterprises such modifications would be considered as minor improvements. Thus, the point investments are
not able to make innovative multiplied effect but still it requires large-scale partnership and cooperation in the course

of investing.

Keywords. innovations, investments, small business, economic activity, Lviv region.

Research Urgency: Describing the regional aspects
of innovation activities in terms of Lviv region it should
be recognized that the institutional, infrastructural,
marketing and informational support takes a variety of
forms, methods and tools contributing to a slow but
progressive improvement. The timeliness of the article is
stipulated with the fact that the formation of modern
competitive economy can only be based on the promotion
of innovative and investment activity with assignment of
financial, technological and organizational resources for
innovative targets set on macro-, meso- and micro levels.

The innovative activity of small business is a multi
aspect phenomenon and its specific demonstrations
differentiate with respect to the scale and quality of
protection, the level of uncertainty, security and
controllability depending on the sphere and dynamics of
demonstration. Nevertheless the problems of interaction
between the participants to innovative processes within
the interactive environment have not been studied until
present. Not enough attention has also been paid by the
scientists to the problem of investment by the small
business entities in fundamentally new technologies.

Recent Research Analysis: Scientific provisions of
national and foreign academicians, in particular those of
Vasyltsv T.G., Borschevska V.V., Geets V.M.,
Semynozhenko V.P., Zhalilo J., Chervanyov D.M., Kuhta
P.V. [6, 8, 11, 14] peformed the initial theoretic
foundation of the research. The methodological
framework is based on the range of general and specific
research methods used in modern economic theory [10],
including self-carried out socia studies. Statistical
materials, laws and regulations [1-5, 7, 9, 13] have
constituted informational background for the research.

The goal of present research is discovering of
patterns and trends of development of innovative small
business at the regional level.

Results of the research: The small business
innovative component is called to gtimulate economic
activity of the population and meet growing demand
which in its turn will lead to higher employment and the
national income increase, i.e. the materialization of
national interests. It is due to this that within recent years
two-year development programs, i.e. one of the important
tools implemented on both regional and state policy
levels to support small business in general, the
employment policy and investment and innovation
strategy of the state, have been carried out in Lviv. Lviv
City Council adopted a program to promote
entrepreneurship in Lviv in 2011-2015 [12]. The program
reflects the goals, objectives and a set of measures aimed
at creating favourable conditions for the development of
entrepreneurship in Lviv.

The program is prepared in compliance with the legal
framework of Ukraine, taking into account the

recommendations of the State Committee of Ukraine for
Regulatory Policy and Entrepreneurship [10]. The
program generates investment environment and is part of
the socio-economic and cultural development of the city
for 2011-2015, coordinating the processes of creating
positive business climate by promoting the improvement
of the level of collaboration and enterprise cooperation
with local government bodies and public authorities.

On the basis of statistical data an innovative activity
of small enterprises in Lviv region has been studied. As
reported by the Central Statistical Office in Lviv region
100 industrial enterprises which is 2% less compared
with a year earlier have applied the innovative measures
to improve technical level and manufacture of new
products in 2013 [9] The share of innovation activists in
total equalled 13,2 % (against 14,2 % totally in Ukraine).

Taking Ukraine generally the majority of innovatively
active enterprises introduces marketing innovations
usually associated with organizational changes, 60 % of
companies establish the production and sales of new
products and only 41% develop or introduce new
technologies. Unfortunately, very few organizations
apply the concept of continuity of inheritance properties
in a number of system elements, because it requires the
creation and update of suggestion boxes, introduction of
technological innovations and the usage of effective
systems of their selection and assessment.

However, despite the widespread opinion about the
ability of private small business to maximize the
mobilization of available resources, including new
achievements in the technical, economic, organizational
and informational spheres, the experience shows that
changes most often refer to productive assets, industrial
and job management as well as to product properties.
Although basic technological innovations are commonly
known to bring excess profits, the enterprises-followers
quickly overtake the innovative ones. Maximum failure
risk falls on the stage of implementation, while on the
stage of growth the followers become more and more
active, and the further the more competitors appear to
rival the monopolist-innovator; this balances the market
situation (conjuncture) and reduces the latter’'s excess
profits dramatically. If we divide enterprises on the basis
of innovation acceptance rate into four segments, i.e.
innovators, early adopters, late followers and outsiders,
the probability of a second type's successful activity is
sometimes higher than that of first one.

The structure of the small business innovative activity
in the Lviv region shows that product innovations are the
most common area of improvements. Within 2013 119
varieties of new products and services making up 1.7 %
more than in the previous year were totaly supplied to
the regional market [9]. This quantity includes small
business enterprises which produced and promoted new
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or improved the existing products. Most innovative firms-
commutants in the sphere of small business are focused
on satisfying local needs, nevertheless among the
acquired new products there are not only those
traditionally correlated with small business sector, i.e.
confectionery, food and beverages and soft goods, but
aso those traditionally associated only with heavy
industrial  production. Implementing the innovative
cluster-scenario-based diversification strategies, satellite
enterprises establish round powerful organizations and
that results in the introduction of innovations thanks to
promotion of their research and development activity and
acceleration of transformation processes. This entitles us
to complement the well-known typology of the
management of innovation activities (explerents, patients,
violents and commutants) with a new category of a
«satellite enterprise».

One of such small enterprises (staffing table did not
exceed 20 persons during the entire period of operation)
Trambeton Ukraine LLC was founded in 1998 based on
the facilities of Lviv Factory of Prefabricated
Congtructions. The company specializes in manufacture
of plates to be installed under tramlines applying modern
European technologies and possesses an active order
book elaboration with the use of up-to-date developments
in the field. The enterprise’s participation in the city
infrastructure development projects was the condition for
its upgrading with imported equipment. According to the
findings of the European Bank for Reconstruction and
Development experts, the quality of the company’'s
innovative product appeared to be one of the best among
construction enterprises in Ukraine,

Online businesses, web-professionals and studios
creating and promoting inventor’s product/service are
best examples of the innovative entrepreneurship
peculiarities of the non-manufacturing business. These
companies may include, for example, online stores (43
items in Lviv in 2012); some of them arrange their

activity on the «satellite enterprise» principles described
above. Rapid development of IT services is also reflected
in quantitative and qualitative increase of innovative
products — about 50 Lviv small business enterprises
develop and deploy software.

Business incubator, a part of the Lviv Polytechnic
National University science park, provides technical
support of small business through programs of
cooperation with various public and innovative funds and
advises them on innovative entrepreneurship. Along with
the State Centre for Science, Innovation and Information
System Development the project of creation of Lviv City
innovative business incubator «lnLviv» has been
developed. Lviv City Council, Civil Research and
Development Foundation, Techinvest Venture Company
and Elex IT Company have signed Memorandum of
Cooperation for creation of Lviv Innovation Centre,
«From Idea to Product» and «From Idea to
Implementation» handbooks have been published
describing the patenting and licensing processes of
innovations as well as business planning, training and
presentation holding. To achieve favourable conditions of
best practices sharing and improve the competitiveness of
small business enterprises which employ resource-saving
and environment friendly technologies and introduce new
management systems a number of conferences are held.
Nonetheless local innovation zones in the form of science
parks are ineffective due to the low sensitivity of the real
economy to innovations.

Thus the practice of innovation activities' support
indicates the attempts of introducing of its various forms
taking into account both foreign experience and the
peculiarities of economy itself.

In the view of peculiar Lviv small business sector
structure the below given groups of innovatively active
enterprises distinguished by the types of business
activities and innovation trends may be spoken about
(Table 1).

Table 1

Innovatively active small business enterprisesin Lviv region distinguished by innovation trends
and economic activity typesin 2013 (according to [ 13])

Branch Total innovatively Quantity of innovations introduced
active enterprises process product marketing organization
Industry 262 474 558 57 44
Manufacturing industry: 643 442 519 65 78
« food industry 81 220 160 20 19
* consumer goods industry 173 75 165 17 22
» woodworking 237 104 179 19 25
* other 150 42 15 10 12
Retail trade 435 37 48 112 99
Restaurant business 219 47 78 142 447
Hotel business 211 111 57 419 262
Total 1770 1110 1260 795 930
In 2013, 1770 small business enterprises in Lviv | processing industry small business enterprises

region (11.8% of tota number) performed whatsoever
innovations. The reasons for the low activity of
innovation introduction shown by the companies are first
and foremost their low scale and low profitability.
Among the innovatively active enterprises of the sector

predominate with a share of 36.3 %, whereas the retail
trade takes 24.6 %. The main innovative trends are
acquisition of machinery, equipment and manufacturing
of new products. To improve product quality is the main
purpose of introduction of innovations in the frames of
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manufacture; to reduce reaction time for meeting of the
customers and suppliers’ needs is the key idea of non-
manufacture industry. The strategic goal of marketing
innovations of most of companies appeared to be the
increase or maintenance of market share. It is worth
mentioning that both in marketing and management
generally not only new or totally modified products are
considered innovative ones, but also those perceived as
updated or improved by real and potential consumers.

Process and product innovations (acquisition of
machinery, equipment, vehicles, computers etc.) require
major expenditure at manufacturing plants, while most of
facilities are spent on marketing and organizational
changes in the sphere of non-manufacture. Almost
complete dependence solely on their own accumulated
financial resources indicates financing expenses of the
innovative activity in small business. Because of the high
cost and difficulty of access to banking products virtually
bank small business lending is not a lever for innovative
changes. State and local budgets still allot insignificant
funds for innovative measures. There is no mechanism of
financial resources concentration in intellectual assets.
State regulation and stimulation of small business
innovative activity is ineffective either due to the lack of
direct or indirect financing and subsidy schemes. For
example in the Russian Federation the innovative
business support mechanism includes technological,
manufacturing and innovative, regional venture capital
support funds.

However, it should be noted that small business
innovations very rarely occur in isolation; it is more
likely an interactive process of stakeholders
collaboration. The companies receive information
(knowledge) from many sources through partnerships or
cooperation with other entities by purchasing licenses
(immaterial resources). Science parks and business
incubators the membership of which allows considerable
cost saving in terms of business operations thanks to the
tax burden lowering, are of great importance for
innovative enterprises technological breakthrough. For
example, ‘Soft-Serve’ LLC participation in Lviv
Polytechnic National University Science Park (the
company specializes in developing software for both
Ukrainian and foreign markets), let it become a large
enterprise employing more than 300 highly qualified
specialists today. Innovation incubators help small and
medium-sized high-tech innovation implementing firms
utilize modern technology that allows production and
development at a high technical level and requires
relatively affordable expenditures. From the very sart
Lviv business incubator was the organizer and co-
organizer of about 30 conferences and seminars, and
provided services to more than 1,000 customers, about
500 students have been trained during training sessions.

A questionnaire survey has been performed to obtain
more objective evaluation of the small business
entrepreneurs. own vision of the opportunities and
precautions in the innovative activity. The results showed
significant limitations to creation and introduction of
innovations. Financial capacity of the company was
considered one of the major congtraints in a significant
number of cases. This limitation often occurred in the

companies the innovative behaviour of which is
predetermined with transformation of the economy, as
well as in the enterprises which started operating in the
period of macroeconomic changes.

The respondents believe government policy of
taxation for small and medium-sized businesses which
reduces price-related competitiveness of innovative
products is a serious problem.

A significant obstacle is the substantial risk of
innovation introduction due to possible errors in the
market size and payback period assessment due to
entrepreneurs’ lack of expertise in business activity. In
addition, newly established enterprises consider lack of
sufficient information about customers' needs and market
segmentation to be significant complication for
introduction of innovations.

Another frequently found obstacle on the way of
changes implementing was staff perception. This issue
becomes particularly important in the non-manufacturing
business sector where the staff contacts with the
customers directly. Staff resistance was mostly caused
with dissent from organizational changes, redistribution
of duties and the need for retraining etc. Personnel often
perceive implementation of quality control as excessive
and unjustified intrusion into privacy.

Besides common problem the respondents often
marked was the lack of time of line managers who
simultaneously perform their everyday duties, find
solutions to strategic issues and reorganize the working
Processes.

Generally speaking in the process of negotiations with
difficulties two types of standpoints of enterprises in
reference to introduced business innovations may be
distinguished. Some of them did not show any interest to
receiving help from outside, others were largely
interested in creating a national system of innovation
support aimed at the development of small and medium
enterprises. In addition, the companies believed the
absence of R&D ingtitutions the research results of which
should be used by small and medium enterprises to be a
significant limitation in creating innovations.

As small business sector is considered to be highly
sensitive to innovative developments (what is a common
yet practically unconfirmed argument) special attention
has been paid to this aspect of study. The susceptibility of
enterprises to innovations is influenced by a number of
factors. The research intensity of products determined
with the usage of new scientific and technological
achievements while designing of their properties is one of
the crucial ones. The science-intensive products are being
produced by a small proportion of entrepreneurs. They
are mainly IT-companies equipped with special means
with highly scientific and engineering personnel engaged.
However, in terms of the perception of innovation within
organization the impact of science-intensive production is
rather contradictory. On one hand, the higher the research
intensity of products is, the more the company is ready to
provide readjustment for radical innovation. On the other
hand, the increase of research intensity of manufactured
product is accompanied with its increased complexity
which makes it difficult to be used by consumers. The
higher the research intensity of production is, the more
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active the changes are, and the more open technological
system is for thoroughgoing innovations.

The variability of technology is another factor which
influences the  susceptibility. The  companies
manufacturing processes of which are based on stable
technology operating in most industries mostly work in
small business: trade, real estate, hotel and restaurant
business, educational, medical, household services. The
scientific and technological development in this type of
technology can be only implemented through
modernizing of production and improvement of
individual parameters of the technological system. On the
stages of the demand acceleration and growth stable
technology provides increased profitability which is
supported by both the staff and organization as a whole,
that is progressive perception of such innovations is
characteristic.

Industrial manufacturers of construction materials,
textile, leather, footwear, pharmaceuticals, chemicals,
rubber and plastic products, partially wood (furniture)
and petroleum refining industries players use fruitful
technology. The technological system development is
being introduced through the replacement of elements.
Furthermore basic technology is being stored for a long
time whereas new generation of upgraded products with
the best quality indicators appear in the mode of
‘innovation  production line'. The design and
development of new product samples are crucia for
economic success. This policy of technological
development is able to provide not only the production
recovery, but also the continuation of the life cycle of
technology or products, tha is enhancement of
technological fertility. At the same time, management
should be aimed at gradual financing of investment in the
development of production at the expense of profits and
depreciation fund; this contributes to positive perception
of innovation within the company.

Conclusions. Thus, the low level of innovation
activity of enterprises operating in Ukraine indicates lack
of drives for the resource capacity building as well as
underestimation of the impact of promotion of innovative
functioning on business results. Similar trends can be
observed in small business where from total humber of
enterprises — in the Lviv region particular — only 11.8 %
have introduced innovations of whatsoever type, despite
the fact that small business is considered to be the main
initiator of innovations by classical theory of small
business innovation studies. Business incubators play a
discrete role in the development of innovative
development of the small business entrepreneurs. They
provide significant support to development of new ideas,
creating a new generation of national business — Small
Business |nnovation Cluster.

Scientific and technical level of the technological
system is by no means less important factor influencing
the susceptibility to innovation. As the results of survey
has proved, the lower it is, the greater technological jump
should be taken by the company and, therefore, the
greater the gap of the properties of substituting items is,
the more difficulties it will meet on the way of perception
of innovation within the company. So, taking it generally,
the susceptibility of the organization to innovations is
determined with certain structural and organizational,

socio-economic  components as well as with the
parameters of its management. The qualitative analysis of
the small business innovative sector in the Lviv region
indicates the absence of an integrated system with a
predominance of recombination and modification
changes in terms of fundamentally new products. The
peculiarity of innovative changes in small business
exhibits in the innovation reflecting mainly. Due to the
low basic technology level of most enterprises, slightest
modifications in their structure or operating processes
organization are considered innovative changes while
more advanced enterprises would have taken them for
minor improvements. To conclude, point investments do
not contribute to a multiplier effect of innovation, but
require large-scale partnership and cooperation in the
process of investment.
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