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Viktoriia Pysmak (Ukraine), Lidiya Mazhnyk (Ukraine),
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INNOVATIVE DEVELOPMENT OF
THE MANAGEMENT POTENTIAL AT
A MODERN ENTERPRISE

Abstract

The development of the national economy and its components in modern conditions is increasingly
dependent on technological shifts based on innovation. The ability to form and effectively use poten-
tial is becoming a decisive factor in enhancing the competitiveness and development of enterprises.
The development of managerial capacity will allow enterprises to adapt quickly to new environmen-
tal conditions and make effective management decisions. With the transformation of the economic
system towards social orientation, there is a transition from outdated forms of enterprise potential
management to a new vision of the quality of management potential.

Basic approaches to assessing the quality of management potential in its innovative development were
formed. The main features of the innovative development of managerial potential were identified.
The main features of the development of innovative management potential were determined. A basic
structure for management potential innovative development measures was proposed, which regu-
lates that a company’s policy in the field of improving the efficiency of management capacity is a sub-
ordinate element of the general strategy of an enterprise, but at the same time it is necessary to moni-
tor the balance between economic performance and social justice.

innovation, management potential, innovative development,
modern enterprise, development efficiency
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IHHOBALIIMHM PO3BUTOK
YNPABAIHCbKOIO NOTEHUIANY
CYYACHOI O NMIANPUEMCTBA

AHoOTAaLiA

Po3BuTOK HallioHA/TBHOI eKOHOMIKM Ta 1l CKIAJJHUKIB y CyJ4aCHUX YMOBaX Bce Oi/bllle 3a/IeKUTh Bif
TEeXHOJIOTiYHNUX 3pYIIeHb Ha 0asi iHHOBawill. YMiHHA dopMyBaTh if eeKTMBHO BUKOPUCTOBYBATH
MOTeHIia/l CTa€ BUpimIaJbHUM (PAKTOPOM IMiABMINEHHSA PIiBHA KOHKYPEHTOCIHPOMOXKHOCTI Ta
POSBUTKY HifIpMEMCTB. PO3BUTOK yIPaBIiHCHKOIO IIOTEHLialy JJO3BOMUTH IifINPUEMCTBAM
IIBMAKO aJaNTyBaTUCA NO HOBUX YMOB 3OBHIIIHBOIO CepefOBMINA Ta IPUIIMATH epeKTUBHI
yIIpaBIiHCbKi pilieHHs. B ymMoBax TpaHcdopMmanii eKOHOMIYHOI cuCTeMU y HAIpAMY COLjialbHOI
opieHTarii, BifOyBa€eTbcs mepexip Bif 3acTapimux GopM yIpasmiHHA HOTEHIIaIOM MiAIPIEMCTBA
JI0 HOBOTO Oa4eHH: AKOCTi YIIPaBIiHCHKOTO IIOTEHIIiay.

B pocmimxenni Oymm chopMoBaHi OCHOBHI IIOJIOKEHHS OO iHHOBALITHOTO PO3BUTKY
YIPaB/IiHCHKOIO MOTEHIIia/Ty HiJIIPUEMCTBA, 3 YPaXyBaHHAM CK/Ia/IOBOI yIIPaB/IiHCHKOIO IIEPCOHATY.
BuokpemieHo OCHOBHI 0COO/IMBOCTI iHHOBAIIIIHOTO PO3BUTKY YIIPaB/IiHCHKOTO MOTEHILIay.

Bynu 3anmpomnoHoBaHi OCHOBHI 3aX0/IM IHHOBAIIHHOTO PO3BUTKY YIPABIIHCHKOTO MOTEHIIIATY Cydac-
HOTO IIIPUEMCTBA, CyTHICTH SIKMX HOJISITAE B TOMY, 110 TTOJIITHKA IiIPUEMCTBA B rairy3i IiABUIICH-
HS €()EeKTUBHOCTI YIPaBIiHCHKOTO MOTEHIIANY € HMiAMOPSIIKOBAaHUM €JIEMEHTOM 3arajbHoi cTparerii
MiANPUEMCTBA, aje TOCTIHHO HEOOXiTHO BECTH KOHTPOIb MIOA0 JOTPUMAHHS OalaHCy MiXK €KOHO-
MIYHIMH pe3yNbTaTaMHt AiSUIBHOCTI Ta COLIAJIHOIO CIIPABEUTUBICTIO.

iHHOBallidA, YIPaB/IiHCbKNII TOTEHIIia/I, iIHHOBAILIi/IHUI PO3BUTOK,
Cy4acHe MiJNpUEMCTBO, epeKTUBHICTb PO3BUTKY

M21, L29, M50, O15

KawouoBsi cioBa

Knacudikauia JEL
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INTRODUCTION

The problem of efficient enterprise resource provision primarily depends on the enterprise management system
and the expertise of its executives. Approaches to the formation of an effective management system have been
studied in many works of modern researchers; a summary of the research results shows that traditional methods
of human resource management in a modern dynamically developing enterprise are ineffective and create a cer-
tain mechanism that prevents the development processes of managerial personnel. Traditional human resource
management methods are ineffective within the framework of a modern dynamic enterprise and create a certain
mechanism that prevents the development processes of management personnel. Thus, the quality of management
activity is one of the primary factors that determine the ability of the enterprise to accomplish the tasks it sets.

Approaches to the creation of an effective management system have been studied in many works of modern sci-
entists, Generalization of research results indicates that traditional methods of human resource management in a
modern dynamically developing enterprise are ineffective and create a certain mechanism that hinders the pro-
cesses of managerial personnel development.

1. LITERATURE REVIEW

The majority of research works published in the modern economic literature in Ukraine and abroad are devoted
to the research and elaboration of the methodology and enterprise human resources, financial and innovation
potential evaluation methods. The works by Ander (2003), Armstrong (2008), Bilorus (2018), Ghruzynova (2010),
Kibaljuk (2006), Ladunka (2011) and Sabadyrjova (2010) are devoted to the issue of forming and distinguishing
the enterprise management potential as well as management potential innovative development.

Pysarenko (2020) considers innovation potential as unused, latent possibilities of accumulated resources that can
be put into action to achieve the goals of an economic subject. The innovation potential of an organization is also
considered as a measure of readiness to perform the tasks that ensure the achievement of the set innovation goal
Ghruzinova (2010).

Issues related to the measurement of management, human resources, and financial potential have been researched
to a much lesser extent. However, researches (Bilorus, 2018; Vorsovskyi, 2007; Ladunka, 2011; Sabadyrova, 2010)
highly evaluate the role of these factors, analyses the practices and management technologies of innovative enter-
prises, and prove their impact on the efficiency of innovative activity of the enterprise.

2. AIMS

The aim of the article is further development and methodological support of the formation for management po-
tential innovative development at a modern enterprise, which takes into account the component of management
potential and reveals the essence of basic structure of management potential innovative development measures.

3. RESULTS

Summary of practical experience in recent years has led to the following conclusion about managerial capacity:
the foundation of the production process is human activity and the competitiveness of any enterprise is deter-
mined by the potential of its personnel.

The keen interest to the notion of “management potential” resulted in two substantially different approaches:
resource-based and factor approaches. On the one hand, the resource-based approach defines management
potential through management resources studied from the standpoint of quantitative and qualitative criteria. On
the other hand, adherers of the factor approach define management potential as a peculiar form of the human factor,
i.e., human management capability. In our opinion, management potential must reflect the complex of learning,
labor and psychophysiological resources of a manager, which can provide the highest level of management activity.

http://dx.doi.org/10.21511/ed.20(1).2021.05 47
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The consistent trend among managers of the leading Ukrainian enterprises as to perceiving management poten-
tial as the basis for production is being studied. In this regard, the notion of “management potential” becomes the
subject of the scholarly discussion.

The notion of “potential” was derived by the economic science from physics (lat. «potentia» - power) where it ret
fers to a certain quantity of energy accumulated by the system and which can be implemented in work (Vorsovskyi,
2007). The Explanatory Dictionary by Ozhegov defines potential as a physical quantity, which characterizes the
force field at the given point, or the electric charge or quantity, which determines the energy store of the body at a
certain point of the force field (electric, magnetic etc.) (Busel, 2016). In everyday life, the notion “potential” refers
to the available means, supplies, certain sources, which can be applied in order to achieve a particular aim.

In the enterprise management theory, the economic activity is invariably connected directly with human resourc-
es, i.e. with people. However, from the standpoint of management, labor bears the name of management activity
due to the presence of a set of characteristic features such as the subject of labor, outcome and its effectiveness.

Increased interest to the notion of “management potential” resulted in two completely different approaches to its
interpretation. On the one hand, management potential refers to certain resources of an enterprise under study
in respect of unity. On the other hand, management potential is a certain form of human factor perceived as a
capacity for management activity. An of the abovementioned definitions management potential presupposes a set
of certain learning, psychic and personal traits of the enterprise human resources, which provide for the highest
qualitative level of management and optimal performance of professional functions under the current conditions.

Thus, the planned economy was based on the state ownership and human resources were not considered an “ar-
ticle of value”. The personnel policy of that time was characterized by the three distinguished personnel repro-
duction phases: production, division and employment. Upon that, production presupposed human resources
formation, training, retraining and further development, division presupposed their reallocation across fields of
activity and employment was skilled labour force implementation. Hence, the planned economy focused on the
distribution relationship, so quantitative and not qualitative personnel reproduction parameters are character-
istic of this system. However, the command economy had a great advantage of constant personnel management
planning process, which provided sustainable system development (Hruzinova, 2010).

Thus, in order to form the modern theoretical basis, it is worth providing the analysis of the former management
potential formation system and assessing the situation with respect to the process of transition to the market
economy (Figure 1).

Economic System Type
Planned Economy : Market Economy : Socially-Oriented Economy
Government Control of Enterprise Recruitment Policy

: Absence of maximum limitation of
: government regulation and control of
: recruitment policy

Functional Tasks of Personnel Management System

: Continuous system of personnel training, retraining
i and development, system of motivation, bonuses,

¢ labour potential assessment, personnel marketing,
: personnel development, quality of work life and

i social security

Requirements to Management Potential
Political orientation . Economic feasibility orientation : Economic and social feasibility orientation

: Partial government regulation and control of
i recruitment policy

Government regulation and control of
recruitment policy

System of personnel training, Continuous system of personnel training,
retraining and development, audit and retraining and development, system of
reporting, personnel appraisal, social motivation, bonuses, labour potential
functions assessment, personnel marketing

Source: Complemented and adapted by the author at (Kibalyuk, 2006).

Figure 1. Interdependence of the economic system type and requirements to the management
potential
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This was followed by the transition from the planned economy to the market relations, which caused separation
of one of the personnel policy functions - division. Due to the fact that within the transition to the market econ-
omy the guiding principle was making maximum profit, personnel development generally lacked attention.

Analysis of the situation in 2013-2019 in the innovation field of the state enables to conclude that in absolute
terms the increase in total expenditure on the innovative activity does not have a considerable impact on the con-
tinual upward trend in the development of enterprises involved in the innovative activity.

Official statistics confirm that the issues in the development of innovative activities of enterprises lie in the
amount of funds and directly in the sources of funding, which are declining, but there remain enterprises that
continue to innovate and contribute to the development of the economy, but at the same time it should be remem-
bered that the vast majority of innovation is carried out by enterprises at their own expense.

The main priority for the financial and economic activities of domestic enterprises, which develop under the re-
quirements of the time, must be timely management potential innovative development process because it covers
in its essence the substantial percentage of capacity reserve.

Table 1. Enterprise Innovative Activity and Their Expenditure on Innovations in 2013—2020

Source: The table was built by the author based on the data (State Statistics Service of Ukraine, n.d.; Pysarenko, Kvasha, Rozhkova, & Kovalenko, 2020).

Share of the number of { Of which are funded from, min UAH
Year | implementing innbvations - Expenditure, | | ign
e the totalnumber of ~ min UAH - Equity funds  State budget ir':\%g{g?s regﬂfées
industrial enterprises, % : : : :
2013 136 ... 95626 1 89134 247 2882 133
2014 21 N v Wt AU .01 R OO . A WO L 2.4
2015 e 192 DB ABA6B i DBB 1T 110D
2018 e 66 ...232295 . 220360 1m0 284 991
2017 14.3 : 91175 : 7.704,1 : 2273 : 107.8 : 1.078,3
2018 156 121801 . 107420 6391 1070 6920
2019 138 142209 124749 5565 425 11470
w20 us Caaoer g ares U msa U iode

The Table 1 shows that main constituents of total expenditures on innovative activity are equity funds, state
budget, foreign investors and other resources. It is seen that each year equity funds are the biggest source of con-
tribution in innovative activity of enterprises. The situation with financing from the state budget is changing
to worse. There is a lack of state budget financial support. The share of foreign investors in total expenditure is
increasing while it has extremely dropped in 2016. Since 2014 Ukraine doesn’t meet a lot of investments from for-
eign countries. Such situation takes place due to unstable situation in Ukraine. The main reasons of such aware-
ness’ are military conflict on the East of Ukraine and ineffectual fight against corruption.

The results of the analysis of the dynamics of the indicators show that the average share of the number of indus-
trial enterprises implement in innovations in the total number of industrial enterprises for period between 2013
and 2020 is at 14.52%. It means that only 14.52% of Ukrainian industrial enterprises are involved in innovation
activity. It is important to understand that all innovative activities of enterprises are mainly based on equity
funds. There is the lack of financing from other sources. For example, it is possible to build a diagram of total
expenditure on innovative activity in 2020 based on Table 1. It will show the difference between sources of inno-
vative activity financing.

It is clear that in the most cases expenditure on innovative activity are funded by equity funds. Foreign invest-

ments have been decreasing since 2014. Most of Ukrainian enterprises have not enough resources to invest them
in innovative activity, so they have to attract them from the state budgets and foreign investors.
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125.3: 1% 1.704,2; 12%

279.5; 2% -\\

= Equity funds

» State budget

= Foreign investors

m Other resources

Source: Based on Table 1.

Figure 2. Foundation of expenditure on innovative activity in 2020, mln UAH
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Figure 3. Graphic representation of the impact of financing parameters in terms of its
individual sources on the dynamics of the total expenditure of domestic enterprises on
innovation for the period 2013—2020
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A more detailed analysis of the dynamics of the total expenditure of domestic enterprises on innovation (Table 1)
allowed to determine the impact of funding parameters in terms of its individual sources on the achieved result.
The parameters of the impact in graphical form are presented in Figure 3.

The main cause of such a low level of involving is that financing of scientific research in Ukraine belongs to
Fourth wave of innovation. Electronics and microelectronics, automotive industry, non-ferrous metallurgy, oil
refining, synthetic polymer materials are the common direction of innovative activity in Ukraine (57.9% of in-
vestments). For example, United States of America, one of the strongest economies of the world, invest capital in
development of technologies of the Sixth wave of innovation (nano- and biotechnology, nano- energy and etc.).
Foreign investors and huge investment companies do not want to invest their capital to the obsolete production
areas. That is why we have such a low level of enterprises involved in innovative activity.

At that moment Ukraine has a lot of problems like corruption, dishonest courts, low level of social responsibility
and etc. These facts repel foreign investors. There are several possible changes that can help make a difference:

1. The government should create an attractive economic environment for new companies (such as lower taxes
for start-ups, tax holidays, free land for building new enterprises and etc.). If they will do it, country meets an
increased interest from foreign investors.

2. The government should revise the investments structure. It means that capital should not be invested to the
obsolete production areas like ferrous metallurgy and etc. These resources should be invested to the modern
and future technologies (such as IT, bio- and nanotechnology and other).

Nowadays, under the conditions of the economy transformation towards social orientation, there is a transition
from obsolete enterprise potential management forms to the new management capacity quality management.
This will make highlight the main approaches to the quality of management capacity at modern enterprises:

1. Personnel potential reserve formation, which enables personnel selection.

2. Competition on the labor market, which results in the necessity of constant market research as well as re-
search into its infrastructure and forecast.

3. Decrease in investment activity to provide for the survival of present-day businesses, which explains the need
in highly skilled management elite.

4. High dynamics of entrepreneurial activity dictates new requirements to the managerial staff, thus it is neces-
sary to upgrade skills.

The primary aim of management potential innovative development is provision of enterprise functional and pro-
duction systems with the necessary number of workers with the appropriate qualification. In its turn, along with
the change in the approach towards innovations, there is the change in the basic principles, provisions and stand-
ards of staff performance. However, under any conditions, provision of the high quality of management potential
innovative development is one of the basic factors of enterprise efficiency and competitiveness.

The primary need is to focus on the set of measures necessary to provide for the management potential innovative
development at a modern enterprise. of management potential innovative development measures must be elabo-
rated at three stages:

1. Elaboration of the basic principles of innovative development.

2. Formation of overall enterprise policy on the basis of organizational and staffing policy (planning the need in
management resources, reserve formation, staff formation), information policy (formation and support of the
management potential information support system), economic policy (funds allocation principles and man-
agement staff efficiency), management staff development policy (elaboration of the sustainable management
staff development program).

3. Performance and management potential development efficiency assessment for further elaboration of meas-
ures aimed at changing innovative development principles.

http://dx.doi.org/10.21511/ed.20(1).2021.05 5 ’l
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In the process of elaborating the measures of management potential innovative development it is worth taking
into account external and internal factors influencing directly this potential. The basic rule of forming this sys-
tem of measures must lie the fact that the company policy in the sphere of management potential efficiency en-
hancement is the component of the overall company policy, but it is necessary to control the balance between the
economic performance and social equity.

Modern enterprises achieve innovative development only under the condition of the availability of certain potena
tial, management potential in particular. It is worth noting that the staff component is of great importance, i.e.
personnel have become the main resource. However, complex systemic approach remains essential. In the process

of studying the overall category of “innovative development potential”, scholars distinguish the set of interrelated

resources and capabilities of their implementation, which define its capacity (intellectual, technological, informa-
tion, research, economic etc.) to balance internal development opportunities against external ones on the basis of
constant search, exploitation and development of new spheres and means of effective current and potential mar-
ket opportunities implementation (Kibalyuk, 2006).

The basic characteristic feature of management potential innovative development at a modern enterprise
(Figure 4) is the necessity to conduct a set of additional measures aimed at adjusting to the current changing envi-
ronment including wage and labor promotion policy formation, motivation, marketing in the sphere of manage-
ment personnel, setting enterprise strategic aims and labor policy aims.

Currently, the management potential of a modern enterprise must meet the following requirements and, corre-
spondingly, solve the given tasks:

1. Are all the available enterprise resources fully used? It is necessary to update the list of its resources, updating
and broadening it at the expense of potential (possible) resources and its capabilities.

2. Are there any weaknesses in the resource utilization system? It is necessary to monitor effective resource uti-
lization at an enterprise and regularly reappoint controllers responsible for the resources and results of their
implementation.

3. Is innovative development characteristic of the enterprise? It is necessary to implement modern trends and
peculiarities of the correspondent economic sphere development.

4. Isthe system of staff activity adaptation to the changing economic (operating) conditions applied at an enter-
prise? Periodic application of mitigation means, techniques and methods of management and other staff ad-
aptation to the changes in the economic conditions, which considerably facilitate implementation of changes
and foster innovative development at modern enterprises.

Maximum absolute use of the available enterprise resources as well as the availability of the innovative develop-
ment focus enable the organization to tap its resources efficiently and gain competitive advantage in the industry
in accordance with the enterprise business activity as well as discover new (accompanying) business activities for
the enterprise development and activity diversification, eliciting staff potential, which must be the primary task of
management personnel at a modern enterprise and fully complies with the innovative development components.

The main problem of the management system of modern enterprises in the process of management potential in-
novative development is the under run of data updates in accordance with the needs of the economic activity and,
primarily, the difficulty of implementing innovations at enterprises due to the lack of funds, time and willingness
of both employees and managers.

According to Sabadyrjova (2010), enterprise management potential is the aggregate of interrelated resource system
features, management process opportunities and their marshaling under the conditions of enterprise innovative
development in order to gain competitive advantage with account taken of the external environment. When stud-
ying management potential features, it is worth paying attention to the variables that impact considerably on the
enterprise activity (Mazhnik, & Novikova, 2015; Sabadyrova, 2010; Fernandez-Araoz, Roscoe, & Aramaki, 2017).
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— Educational services system;
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— Ecological situation in the region.

L MP Innovative Development Measures | |

Staff Motivation System Development
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Personnel

Setting Enterprise Strategic and Labour Policy
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| | Labour Innovations Management

Enterprise Management Staff Costs Implementation

MP Development Program Elaboration

Source: Author’s development.

Figure 4. Peculiarities of Management Potential Innovative Development
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Stability of the external environment of enterprise functioning (see Figure 4 for external factors, namely macron
economic, social, demographic, social norms and standards etc.) that accounts for incoming and outgoing infor-
mation in the management system.

The results of the research allow to state that the issues of the managerial capacity development of a modern en-
terprise considered in the article are relevant. The essence distinguished in the article and the basic structure of
management potential innovative development measures at a modern enterprise will enable to forecast the main
trends of changes in impact factors and achieve the most efficient management potential development by focusing
on expanding potential resources and the efficiency of their use. The identified patterns of influence of financing
parameters in terms of its individual sources on the dynamics of the total expenditure of domestic enterprises
on innovation allow to specify the problem areas in the context of the necessary efforts and allocate available
resources of the national economy.

Effective use of managerial capacity, its constant development possible only in the presence of a modern managen
ment system with such an important characteristic as the strategic aspect of resource planning. The additional
measures of management capacity development proposed in the research, solves the issue of lagging behind the
process of updating data in accordance to the needs of economic activity and complexity of implementing inno-
vations in enterprises.

The issue of organizational characteristics forming of managerial capacity and the ability to mobilize explicit and
latent competencies to ensure competitiveness, stable operation and continuous development under the current
conditions is subject to further research.
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