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Abstract. The article is devoted to defining the causes of innovative business failure in supporting
stable economic growth of its own enterprises. Historical trends and world experience of big business
innovative development have been revealed. Factors that impede effective sustainable business
growth due to innovation have been defined. It is shown that the current strategies of large foreign
companies’ takeover are not consistent with the objectives of their growth. Practical recommendations
for the survival of small-scale and average business in terms of current economic system of Ukraine
have been formulated.
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PO3BUTOK IHHOBALIIMHUX NIANPUEMCTB ArPAPHOIo BUPOBHULITBA B CYYACHIA
CUCTEMI EKOHOMIKW YKPAIHU

AHomauis. Cmamms npucesiyeHa 8U3HAYE€HHIO MPUYUH iHHog8auiliHOi 0irnoeoi 8idmoasu 8 rnidompum-
Ui cmilikoeo eKOHOMIYHO20 3pOoCmaHHs enacHux nionpuemcms. ObrpyHMo8aHo icmopuYHi meHOeHUi i
ceimosutl 0oceid iHHO8auiliHO20 PO3BUMKY 6EMUKO20 Karimary. BuaHayeHi YUHHUKU, 5IKi nepewko-
Oxaromb xumme3zdamHomy Oiflo8OMYy 3pPOCMaHHK i3-3a Ho8088edeHHs. [lokasaHO, WO MOMOYHI
cmpameeil 8esluko2o IHO3eMHO20 rnepesopomy KOMMaHili He Mo200XKeHi 3 UinssMu iX 3pOCMaHHS.
lMpakmuyHi pekomeHOauii Ors 8UXXUBaHHSI HEBENTUKO20 i cepedHb0o20 bisHecy 8 mepmMiHax rnomoYyHoi
EeKOHOMIYHOI cucmemu YkpaiHu 6ynu cqhopmyrnbo8aHi.

Knroyoei cnoea: Ho8088e0€HHS; CinbCbKo2ocrnodapchbKe s8UPOBHUUMEBO; CiflbCbKo2ocrnodapchbKuli
CEeKImop eKOHOMIKU; MomoY4Ha cucmema.
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PA3BUTUE UHHOBALIMOHHbIX KOMIMAHUA ATPAPHOIO NMPOU3BOACTBA B
COBPEMEHHOW CUCTEME 9KOHOMWKWU YKPAUHbI

AHHOMauyusi. Cmambsi nocesueHa onpedesnieHuo npuyYyUuH UHHOBAUUOHHO20 0es108020 OmkKa3sa 8
noddepxke cmolKo20 9KOHOMUYECKO20 pocma cobcmeeHHbIx ripednpusimuli. O6ocHo8aHblI UCMopu-
yeckue meHOeHyUU U MUpoeol Orbim UHHO8AUUOHHO20 pa3sumusi 6onbwoeo kanumana. Onpede-
JIeHHble ghakmopbl, KOMOPbIE MPEersmcmeym Xu3HecrnocobHoMy 0eslo8o0My pocmy uU3-3a HO8088e-
OeHus. [MokasaHo, Ymo mekywue cmpameauu 60sIbWo20 UHOCMPAaHHO20 repesopoma KoMnaHull He
coenacosaHbl ¢ uyenamu ux pocma. lNpakmudeckue pekomeHOayuu Osl 8bKueaHUsi HebonbWoeao U
cpedOHez0 busHeca 8 mepMUHax mekyujel 3KoHomuYeckol cucmembl YKpauHbl 6biriu cghopmynupo-
8aHbl.

Knroyeebie croea: HO8088e0eHUE; CEJIbCKOX0351LUCMBEHHOE MpPOoU3800CMBO; CeJlbCKOX035li-
CMeeHHbIl CeKmMop 3KOHOMUKU;, meKyuiasi cucmema.
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Urgency of the research. Changing business environment, the current economic system gener-
ates new problems in running the business, leads to renewal of ways and means of its solvation, forc-
ing each entity to seek their own development directions, compete with competitors for market share.
In such circumstances, the business operates today and, obviously, will operate in the future.

Target setting. Innovations are the key factors for effective development of any economic system.
Nowadays it is a global trend. Over the last decade, the modern development of leading economic
systems is provided due to innovations by 40%. Innovations led to a fundamental shift from traditional
science and technology policy to research and innovation one.

Actual scientific researches and issues analysis. Global scientific community considers J.
Schumpeter as the founder of the theory of innovations. Currently, the number of his followers in vari-
ous sectors of the world economy is constantly growing. Problems of innovative development in the
field of agriculture have been revealed in the works of such famous domestic scientists as I.lu.
Gryshova & I. O. Kryukova (2015), V. V. Lagodiienko V., V. V. Safonov (2015), Stoyanova-Koval S. S.
(2016) and others.

Uninvestigated parts of general matters defining. However, the conditions that have been cre-
ated today in Ukraine require another approach to ground the directions of effective development of
innovative food complex formations.

The purpose of the article. The aim of the article is to establish the reasons of innovative busi-
ness failure in supporting sustainable economic growth of its own enterprises; identify and justify the
key features which should have been focused on in the formation of innovation policy of food complex
enterprises development in terms of current economic system of Ukraine.

The statement of basic materials. Implementation of innovations leads to loss of balance, caus-
ing the formation of a new equilibrial state. The spread of innovations is the process of economic sys-
tem adaptation to new equilibrial state that, as a precondition for next cycle start, always ends with
crisis. However, the scientist claimed that the frequency of crises is not strictly periodic, but depend on
the type of innovation, the degree of novelty. So, in Schumpeter’s theory of innovations, innovation
plays the role of external breaker in economic system movement.

It is not difficult to trace the dynamics of innovation development in some economic industries by
means of adapting this theory to the conditions of current economic system of Ukraine. Implementa-
tion of extensive scientific and technological progress achievements within the medium-term cycle
leads to minor modifications of existing types of equipment. Implementation is fundamentally new
types of equipment and techniques spread on most economic industries, changing their structure, lay-
ing the long-term trends in the economic system functioning, changing the technological mode of pro-
duction in general. These deep transformations relating to reproduction of production means, human
resources and organizational structures are the basis of long-wave fluctuations. The fact of recogniz-
ing scientific progress as the inner part of the economic system explains the mechanism of cyclical
fluctuations.

The experience of innovative activity of American companies and their markets shows the influence
of innovations on economic growth and competitiveness of business formations.

Results of the survey of owners of about 200 US companies, conducted by Economist journal,
found that more than half of these companies at least 25% of the proceeds had received from the sale
of goods and services created no later than during the last three years. Most of these organizations
quickly implemented innovations to meet the new needs of consumers. 90% of companies are capa-
ble to support its economic development and derive stable income no more than for 10 years. Factor
of success, implemented by these companies innovations, is quite low - about 25%. According to re-
spondents, the inhibiting factors that prevent the effective, integral and sustainable economic growth
due to innovation were: 1) overrun of time and money (60%); 2) competitive development priorities
(53%); 3) inadequate preliminary analysis of the market (52%); 4) failure in picking up or attracting
enough relevant information from end-consumers (44%); 5) poor interaction between business units
(39%) [3].
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Historical trends of large global businesses development indicate that only a third part from 100
modern large and successful companies keep their economic force in 25 years. Thus, according to
Forbes journal, only one company General Electric form TOP 100 companies will operate in 2017.
Moreover, the average attendance at this list reduced nowadays to 10 years. Studies also proved that
about 90% of companies can not sustain the income of the shareholders at a level higher than the av-
erage, more than ten years [1].

So, at the beginning of new millennium only a small proportion of companies were able to use in-
novations to ensure sustainable income growth. Thus, there is a considerable gap between objectives
and the actual state of affairs.

If the main source of growth for US companies were absorptions, which usually opened up new
opportunities for innovation development and access to new markets, then today most companies are
satisfied that the strategy of absorption is not consistent with the objectives of growth.

This experience is very important for the food sector of Ukraine, as throughout the period of inde-
pendence, there was a process of international integration of food industry and its resource-based in-
dustry. The concentration of international capital through mergers and acquisitions of companies that
led to the development of transnational corporations touched some Ukrainian enterprises that have
operated in a permanently unstable conditions.

Today Ukraine lives in historical moment when not only inflation and foreign debt are in constant
movement, but also the country's territory, population, relationships with key foreign trade partners,
volume of major export goods etc.. These circumstances led Ukraine to the inhibition of industrial de-
velopment, which in turn contributed to food production sector leading position. Today food complex of
Ukraine is the most attractive for foreign business, which, with limited opportunities to expand the
business on its own territory, actively seizes markets of Ukraine.

“Cargill” corporation was one of the first that came to the Ukrainian market in 1991. Despite of the
losses from operations zone in the east of Ukraine, today the company is one of the powerful export-
ers of grain, sunflower oil and shot. Over the years, the company has invested in Ukraine more than
200 million USD of direct investment in the reconstruction of oil extraction plants in Kakhovka, Donetsk
and 6 elevators. Besides, “Cargill” is present in 66 countries and is the exclusive supplier of raw mate-
rials and ingredients for other "food giants» - McDonald's, KraftFood, Walmart [7]. According to public
reports, annual income of the company founders ranges from 1 to 3 bin. USD.

Today, foreign companies operate in all sectors of the food industry. In particular, in 1992-2014
domestic dairy industry included such foreign companies, as: Parmalat (Italy), Lactalis Group, Groupe
Danon, Groupe Bel and Bongrain (France), Wim-Bill-Dann and Unimilk (Russia), Pepsi Co (USA).
Cross mergers and acquisitions occur so often that it is difficult to track it.

An undamped interest to businesses in the food industry is shown by the volume of direct foreign
investments, which annually account for 13-15% of total foreign direct investments in Ukraine [7].
However, increasing the number of foreign companies in the Ukrainian market has already raised cer-
tain cautions. Taking into consideration the rapid development and rapid extinction of these compa-
nies (as it was noted above), within one or two decades, they can deplete the resource potential of the
country and completely displace domestic producers from markets.

Economic growth depends on its own productivity and product competitiveness in foreign markets.
The food industry also produces final consumption products, which production is generally estab-
lished, but the considerable effort should be taken to put it to foreign markets.

The main product of Ukrainian exports is agrarian raw material, and traders receive the greatest
benefit on its sales. The government does not seek to motivate traders to direct the received consid-
erable profit to innovative development of production with high added value. An excessive government
support of raw material export, conscious disregard for processing in the agro-food sector is a direct
path to final impoverishment of villagers and impairment of Ukrainian lands.

However, despite of globalization, international trade has many regulation instruments, which allow
to balance the internal and external markets. The government should control and influence all these
processes, should make the producers and other entrepreneurs to develop as innovation and techno-
logical business always effective then material one. For example, introduced export duty on sunflower
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oil at one time was a key motivator for domestic producers on investments in building new technologi-
cal lines to its production. Thus, due to this duty Ukrainian producers have learned to not only how to
grow sunflowers, but also how to produce it and export oil. Currently, this market has significant com-
petitive advantages, as most European countries have small amounts of sunflower growing. According
to State Statistics Committee data, the level of profitability of growing sunflowers is 37%, grain leg-
umes - almost 26%, rape - about 29%, sugar beet - 18%. This level of profitability is sufficient to de-
velop processing and production of domestic food production, increase job places and wages, in-
crease the export potential of products with high added value. But, the government supports it only
selectively [10].

Many scientists have studied the constraints that impede economic growth [1; 2; 8]. Their conclu-
sions are indisputable and largely coincide with the findings of the proposed research. Companies are
not able to maintain high growth rates because they do not institutionalize innovation and adapt to
changes at the speed of financial markets change. It is necessary to create rapid innovation, in other
words the process of creating new products, services, processes, business models and markets with
sufficient differentiation and such a speed that allows the company to maintain profitability at a level
higher than average for decades.

Sales of the new product or service are the culmination of the entrepreneur’s efforts, and consum-
ers usually determine its usefulness and feasibility. Innovation in the food sector have their own char-
acteristics. Experience shows that they hardly can be called discontinuous, but they can unexpectedly
and rapidly create an external disturbance on the market and cause a surge of innovation activity not
only in their environment, but in related industrial markets. In turn, the innovation activity of enterprises
to create new products that best perceived by consumers, in practice leads to competition not of final
products, but, in fact, technologies of its production and technologies (or models) of business man-
agement. Thus, these two technologies are closely interrelated.

These circumstances confirm the evidence of a number of grounds, and without its realization we
cannot look for the viability of the aforementioned innovative technologies in the modern economy. Let
us examine some of them.

1. Domestic producers will never be competitive if the consumers of its products will be deprived of
adequate purchasing power and solvency. Taking into consideration the fact that more than half of
small businesses operating in Ukraine today, are part of a food complex (including trade and catering),
participation of the state in the development of this sector of the economy should be aimed at creating
conditions, that facilitate to self-financing innovative business due to the solvency of the population [6].

2. In terms of a deep economic and political crisis that led to structural deformation of economy of
Ukraine and absence of distinct innovation priorities, neither large corporate business, no state are still
not interested in funding innovative economy of Ukraine. Currently, the country has such situation,
when expendable factors of economic development dominate in the rising of economic competitive-
ness. According to statistics, the load on the worn food industry enterprises equipment is rapidly grow-
ing. The degree of depreciation of fixed assets is approaching to 60%, and their profitability decreases
annually by 3% (in 2013 reached nearly 10%). Taking into consideration the fact that the predominant
share of food products are processed and produced by large monopolies, they have the primary re-
sponsibility for investment support of innovative development and post-crisis recovery of the food in-
dustry sectors [4].

3. In today's economy conditions, domestic enterprises implement mainly food products that have
already been on the market, and cannot reverse the extensive way of its development, since do not
fund and motivate employees to their own research. Technological innovations are not actually imple-
mented. Innovation policy of most of the food industry enterprises (more than 90% in 2013) does not
focus on the implementation of their own researches, but focuses on the acquisition of licensed
equipment, machinery and software. Only 3% of enterprises invest in research. Thus, it is necessary
to motivate for the development of technological innovation.

4. Diagnosis of modern markets shows that the most effective ones in the social and commercial
application of innovations are those with qualified labor potential and industrial relations are built not
on competition but on cooperation of employers and qualified employees. Ukraine has competitive and
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motivational asymmetry of labor and creative potential in the segment of unskilled and skilled labor of
all sectors of employment. For this, it is essential to find a practical solution of innovation and invest-
ment objective — to create new, modern job places with preparation of skilled labor forces.

5. Diversification by type of production in necessary to optimize the flow of material flow, stability
raising and protection from negative external factors. For example, sugar production, that provides
proper cultivation and processing of sugar beets. In general, the plant growing should work in conjunc-
tion with the processing of cultivated crops and simultaneously ensure the parallel development of an-
imal husbandry.

6. Innovations are supported by changes, and the ability to forecast the unknown future or, at least,
awareness of the possibility of its occurrence. One of the hallmarks of successful business entity think-
ing under continuous of uncertainty and existence in the modern system is almost supernatural ability
(as a result of experience and training) to understand the origin of changes, respond and act in an un-
known environment. It cannot be done without scientific platform [9].

The innovative structures of the developed countries base their activities primarily on creating basic
scientific basis. The attempts to form such an effective platform for national enterprises and organiza-
tions encounter on considerable number of different problems. One of such problems is the incon-
sistency of the institutional environment with modern cycle of passing the innovative products from its
scientific development to implementation. For example: the Law of Ukraine “On stimulation of the de-
velopment of domestic machinery construction for agriculture complex” declares that «new” is the ma-
chinery and equipment that are «designed according to approved by the Cabinet of Ministers of
Ukraine programs, have been tested, meet the applicable standards, set for production, certified in
Ukraine and mass-produced by machine-building enterprises for agriculture complex not more than
three years after staging the production”. The specified by Law innovation chain of passing innova-
tions, is complicated by the procedures duration and financial costs for certification. Therefore, equip-
ment that will overcome all these procedures and finally get into production is unlikely to be called in-
novative and competitive.

Conclusions. Opportunities for innovations base on the understanding of the need for new ap-
proaches, including business community behavior. Major changes and downturn in the political, mili-
tary, economic spheres can be perceived as either the time to maintain the usual course of thought, or
as an occasion to review the established principles. Awareness of the problem on the result is not the
best way to find innovation. Only knowledge that go beyond what is already known can create the
concept of fast identification of new trends [5].

Research has established that in the modern economic system of Ukraine, which is struck by a
constant, often unfounded, price fluctuations, currency fluctuations and other risks, survival of innova-
tive businesses, especially small and medium, is possible only if the enterprises have their own sup-
plies; gradually develop at the expense of their own profits; have not significant external liabilities; are
provided with professional, small management that does not burden the internal communication with
formal and bureaucratic procedures; have proven partners; support transparency in the work, structure
and own an excellent reputation; engage in socially oriented policies by strengthening consumer con-
fidence.

Further researches should be aimed at deepening the theory of innovation, particularly in the de-
velopment of effective innovation system of food industry.

References

1. Christensen, C. M. & Raynor, M. E. (2003). The Innovator's Solution : Creating and Sustaining Successful Growth
(Boston : Harward Business School Press).

2. Chesbrough Henry (2003). Open Innovation : The New Imperative for Creating and Profiting from Technology (Boston :
Harvard Business School Press).

3. Innovation 2005 // The Boston Consulting Group. - Retrieved from : http://www.bcg.de/documents/file14520.pdf.

4. Harnessing Innovation (2004): R&D in a Global Growth Economy // The Economist Intelligence Unit; White Paper
sponsored by Agilent Technologies, May, 2004. - Retrieved from : http://graphics.eiu. com/files/ad_pdfs/agilent1.pdf.

5. Mityay, O. & Gryshova, |. & Kryukova I. (2015). Ukraine’s positions in international ratings evaluation as a factor of its
competitiveness. Ekonomicnij Casopis-XXI (Economic Annals-XXI), Ne 5-6, 24—-27 [in Ukrainian].

6. Mityay, O. & Lagodiienko, V., Safonov V. (2015). Competitiveness of agriculture enterprises as the main factor of
sustainable development of agricultural sphere. Ekonomicnij Casopis-XXI (Economic Annals-XXI), Ne 11-12, 59-62 [in

128

Naymova, L. N., Mityay, O. V., Galitsky, A. N. Development of the (D) ev-ne |
innovative enterprises of the agrarian production in the current
economic system of Ukraine



HaykoBwuii BicHuk Monicca Ne 3 (7), 2016 Scientific bulletin of Polissia Ne 3 (7), 2016

IHHOBAUIT

Ukrainian].

7. Gryshova, I. U.& Mityay, O. V. & Stoyanova-Koval, S. S. (2016). The estimation of the enterprise trade name
competitiveness / I. U. Gryshova, O. V. Mityay, S. S. Stoyanova-Koval // Naukovyy visnyk Polissya (Scientific bulletin of
Polissia), Ne 2 (6), 85-91 [in Ukrainian].

8. Foster, R. & Kaplan, S. (2001). Creative Destruction: Why companies that the built to last underperform the market - and
how to successfully transform them (New York : Doubleday 2001).

9. Cooper, R. G. (2004). Winning at New Products : Accelerating the Process from Idea to Launch, 3rd ed. (Reading, MA :
Perseus Books, 2004). Retrieved from : http://www.goodreads.com/book/show/7542. Winning_At New_Products.

10. World Economic Forum Annual Meeting 2016: Mastering the Fourth Industrial Revolution. (2016). weforum.org.
Retrieved from : http://www.weforum.org/reports/world-economic-forum-annual-meeting-2016-mastering-the-fourth-industrial-
revolution [in English].

11. Strielkowski, W., Hoschle, F. (2015). Evidence for economic convergence in the EU: The analysis of past EU enlarge-
ments // Technological and Economic Development of Economy, 22 (4), 617—-630.

NMitepartypa

1. Clayton, M. Christensen and Michael E. Raynor, The Innovator's Solution: Creating and Sustaining Successful Growth
(Boston: Harward Business School Press, 2003).

2. Chesbrough Henry, Open Innovation : The New Imperative for Creating and Profiting from Technology (Boston: Harvard
Business School Press, 2003).

3. Innovation 2005 // The Boston Consulting Group. -http://www.bcg.de/documents/file14520.pdf.

4. Harnessing Innovation : R&D in a Global Growth Economy // The Economist Intelligence Unit; White Paper sponsored by
Agilent Technologies, May, 2004. - http://graphics.eiu. com/files/ad_pdfs/agilent1.pdf.

5. Gryshova, |. Ukraine’s positions in international ratings evaluation as a factor of its competitiveness / |. Gryshova, |.
Kryukova, O. Mityay // EkoHomiuHuii yaconuc-XXI. — 2015. — Ne 5-6. — C. 24-27.

6. Mityay, O. Competitiveness of agriculture enterprises as the main factor of sustainable development of agricultural sphere
/ O. Mityay, V. Lagodiienko, V. Safonov // EkoHomiuHui yaconuc-XXI. — 2015. — Ne 155 (11-12). — C. 59-62.

7. Gryshova, I., Mityay, O., Stoyanova-Koval, S. The estimation of the enterprise trade name competitiveness / I. Gryshova,
O. Mityay, S. Stoyanova-Koval // HaykoBuii BicHuk MNoniccsa. — 2016. — Ne 2 (6). — C.85-91.

8. Richard Foster and Sarah Kaplan, Creative Destruction: Why companies that the built to last underperform the market -
and how to successfully transform them (New York : Doubleday 2001).

9. Robert, G. Cooper, Winning at New Products: Accelerating the Process from Idea to Launch, 3rd ed. (Reading, MA : Per-
seus Books, 2004). http://www.goodreads.com/book/show/7542. Winning_At New_Products.

10. World Economic Forum Annual Meeting 2016: Mastering the Fourth Industrial Revolution [EnektpoHHuii pecypc]. — Pe-
Xum pgoctyny :  http://www.weforum.org/reports/world-economic-forum-annual-meeting-2016-mastering-the-fourth-industrial-
revolution.

11. Strielkowski, W. Evidence for economic convergence in the EU: The analysis of past EU enlargements / W. Strielkowski,
F. Hoschle, // Technological and Economic Development of Economy. — 2015. — Ne 22 (4). — Pp. 617-630.

Received for publication 21.09.2016

Bi6niorpaciyHni onuc Ansa UMTYBaHHSA :
Naymova, L. N. Development of the innovative enterprises of the agrarian production in the current economic system of
Ukraine / L. N. Naymova, O. V. Mityay, A. N. Galitsky // HaykoBuit BicHuk Moniccsa. — 2016. — Ne 3 (7). — C. 124-129.

129

Naymova, L. N., Mityay, O. V., Galitsky, A. N. Development of the
innovative enterprises of the agrarian production in the current
economic system of Ukraine




