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ABSTRACTS

This article takes issue with the current trends of innovative activities of
Ukrainian enterprises and the analysis of their regional peculiarities. The paper
also compares the influence of several innovation forms on the social production
output according to the Community Innovation Survey (CIS) and identifies the
priorities for public administration in this field. The author emphasizes that or-
ganizational innovation (in particular social one) is an important component of
well-being. The modern trends in the implementation of social innovation are
most clearly represented basing on the sociological research of the group of in-
dustrial companies in one of Ukrainian Oblasts (regions). Therefore, the findings
of the investigation allow the author to draw a conclusion regarding the need to
improve the mechanisms for government support and facilitation of the dissemi-
nation of corporate social innovation.

Pe3rome

JlocmiipkeHo cy4yacHi TeHfeHIIil iHHOBalifiHOI aKTMBHOCTI IiJIPUEMCTB B
YKpaii, B TOMY 41C/Ii IX perioHabHi 0co61mmBoCTi. [pyHTYH0UMCh Ha MDDKHAPOHIiT
METOJIO/IOTi1 06HiKy inHoBaiit (Mmetomonoris CIS), HaBemeHa MOPiBHSIbHA OI[iHKa
BIUIMBY pi3HMX BUJIB iHHOBaliil Ha pe3y/IbTaTH CYCIiIBHOIO BUPOOHUIITBA
Ta BUABJIEHI NpiOpUTeTM [ep>KaBHOTO YIpaBlTiHHA B 1Liil cdepi. 3pobieHo
BYICHOBKM WIOJO K/IIOYOBOI pO/i OpraHi3allililHMX iHHOBaliil, 30KpeMa TaKuX,
10 3a Cy4YaCHMMM IiJXOlaMM BUJINAIOTHCA B TPYIy COLIia/IbHUMX iHHOBaILLill.
CyyacHi TeHJeHIIil BIPOBaJyKeHH: COllia/IbHMX iHHOBAllill BUABJIEHO Ha OCHOBI
COLIOJIOTIYHOrO MOCMHI/KEHHA Yy TPyINi IPOMMCIOBUX HiJIPUEMCTB OJIHOTO 3
perioniB Ykpainu. OTpuMaHi pe3ynbTaTy HO3BONIAIOTb HiiTV BUCHOBKY IIPO
noTpeby Y/IOCKOHA/ICHHS MeXaHi3My [ep>KaBHOTO CTMMY/IIOBAaHHS IOLIVPEHHS
KOpIIOPaTUBHMX COLia/IbHMX iHHOBaLiil. Y IIbOMY HaIPAMKY 3allpOIIOHOBAHO
3MiICHIOBAT OL[iHKM Oi3HeC-TPOeKTiB, IO NpEeTEHAYIOTh Ha OTPUMaHHA
IOTIOMOTY Bifi OpraHiB perioHanpHOi Bmagu (moTaiii, rpaHTH, MOMOMOra 3
HOIIYKOM iHBecTopa, iHIle) Ha OCHOBi (pakTOpHO-KpuUTepianbHOI Moperni. Y Hil
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daxkTOpaMM € eKOHOMiYHi, COLia/JIbHO-IHCTUTYIi/HI Ta eKoJoriuHi, a oIriHkKa
Oy/e BU3HAYaTICh HA OCHOBI KBa/TiIMeTPMYHOTO Hiaxony. IIpoexTy, 1o MaTuMyTh
BUICOKI OI[iHKY 3arajioM Ta 3a COIliaTbHNMU GaKTOpaMu MO>KHA BBRXKATY TaKMMI,
1110 BiJIIOBIZAIOTH LIi/IAM CYCI/IbCTBA Y PO3BUTKY ITOTEHIia/Ty TIOACbKIX peCypCiB.
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INTRODUCTION

Human resource and the efficient use of human potential is one of the key fac-
tors of economic and social growth. The given study constantly captures the atten-
tion of the researchers and is one of the most complicated public administration
objects. Improving the existing human potential use in the countries with transi-
tion economies is particularly challenging. Those countries have limited financial
possibilities to respond to the global challenges. This leads to the aggravation of
social issues and public opposition to the implementation of the intended reforms.
Modern Ukraine also demonstrates the above-mentioned trends, whereas the
state, in addition to the ambitious social and economic reforms, has got the inten-
tion of EU integration. In this regard, social and economic indicators” reporting
framework as for human resource development and human potential use must be
based on the EU standards. Then, the society faces the burning need to implement
the innovative type of economic development and interaction in society because
the traditional regulatory mechanisms do not demonstrate the required effect in
crisis conditions. Developed countries pay more and more attention to innovation
in the development, taking into account the need of a balanced development of
capital and human resources. For instance, the report “Innovate America” pub-
lished by the National Innovation Initiative, launched by the Committee on Com-
petitiveness (2005: 7), which is an advisory committee to the president of USA,
stated that the most important target from now will be “Innovation” and summa-
rized the task of America as follows:

“For the past 25 years, we have optimized our organization for efficiency and
quality. Over the next quarter century, we must optimize our entire society(high-
lighted by the author) for innovation.”

Thus, modern innovation accents in human resource management gradually
move from purely technological to other types of innovation. Social innovations
currently remain “somewhat unappreciated” among all other kinds, even though
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they are wide spread and demonstrate positive results in some European countries,
especially in Great Britain.

This new type of innovation hasn’t got any official definition yet but its defini-
tion mostly refers to new strategies, concepts, ideas and organizations that meet
social needs of all kinds - and this is the field where the preconditions for human
potential underuse appear.

Studying advanced international experience and the possibility of social inno-
vations’ implementation which can extend and strengthen civil society is growing
into an important scientific and applied task.

TRENDS IN FIRMS’ INNOVATION ACTIVITY

Despite all the advantages of the new innovation forms which are cited as or-
ganisational innovation within the Community Innovation Survey (CIS), they are
poorly used in Ukraine, much less then other novelties. It's worth noting that in
2010, Ukraine conducted the first-ever coordinated survey of innovation activi-
ties. This was the first standardized survey of its kind in the history of Ukrainian
science and technology measurement - the first being the international survey
based on the international manual. However, the official report presented the sur-
vey results very briefly and, thus, caused a necessity to address the State Statistics
Committee for the detailed data.

So, both in 2008 and in 2010 the innovation activity in Ukraine has somewhat
increased, but even such general indicator of innovativeness as the share of inno-
vative firms remained very low (< 21%). Purchases of machinery, equipment and
software dominated among the innovation expenditures (74.7% of all innovative
firms with technological innovations). Only 27.5% of the enterprises organized
training for innovation activity. In 2010 the share of intramural R&D in the total
innovation expenditures was merely 10.1%. The rest of the expenditures includ-
ed different extramural innovation expenditures: extramural R&D, purchases of
other external knowledge, machinery and equipment, and other (State Statistics
Committee of Ukraine, 2011?: 3-4). Therefore, the results of the research allow
us to draw a conclusion that the development of intramural innovation capacity
remains insufficient, while the innovative activity of the firms mostly concentrates
on the purchases of extramural innovation and the intellectual potential develop-
ment of the states exporting equipment and technology. Ukrainian business uses
very little innovations that could serve as a basis for the constant improvement of
the human capital, those that could create a safe labour environment, for example,
through modern forms of employment management or knowledge development
and exchange. Such innovations would include organizational ones which are used
only by 10.2% of enterprises in the Ukrainian economy (State Statistics Committee
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of Ukraine, 2011: 2).

It is obviously very difficult to figure out which organizational innovation is
dealing with human resource development and the effective use of human po-
tential. It's complicated as they focus on new work and new forms of cooperation
(business models), not only those in the internal business environment. Never-
theless, taking into account the modern imperatives of business development, the
trend of business engaging in public lifein developed countries, and solving social
issues of the regions by any means - either through remote assistance or active
cooperation — the study of the given innovation is important. The term “social
innovation” includes all of those fields.

Given the novelty of this social and economic trend, anyone doing applies its
own definition of Social Innovation. However, those countries which have a rich
history of social innovation deal with the most frequently used concepts: social
innovation refers to new strategies, concepts, ideas and organizations that meet
social needs of all kinds - from working conditions and education to community
development and health - that extend and strengthen civil society. (Social Enter-
prise Dictionary).Another source directly states that “.. there are no agreed inter-
national definitions”, however it also very aptly describes the brief concept of social
innovation as follows: “Social innovation can be broadly defined as new answers
to social problems.”(Department of Innovation, Industry, Science and Research,
2011: 45).In Canada, where social innovation is an emerging field of inquiry, so-
cial innovation is described as “transforming deeply rooted social problems by
introducing new ideas, practices, policies, relationships and resources in the di-
rection of greater resilience” (Canadian Policy Research Networks Inc., 2009: 45).
The report also indicates that the field of study, as any new idea, may have some
scientific opposition and rejection. Recognizing the significant achievements of
the other countries, especially those of the United Kingdom which is considered
to be the birthplace of the research on the social return on investment (SROI), Ca-
nadian analysts in their report acknowledge that this is a good way “to understand
the economic value of social benefits”. (Canadian Policy Research Networks Inc.,
2009: 31).

As one can see, the concept of social innovation is very new and so far there
is no official website that would provide accurate statistics of its use. Therefore, it’s
very hard to identify the impact of social innovation compared with others on the
basis of the existing statistical database. Basing on the existing classification of in-
novation, one can compare the effectiveness of social innovation with other forms
viewing it as a part of organizational innovation with a particular error.

In order to compare the effectiveness of the influence of different innovation
types on the manufacturing output, the author analysed the correlation ratio of
various innovation factors and labour productivity (case study of Ukraine). Or-
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ganizational and technological innovation has got the greatest value in the field
of human resource formation and use- in case it appeared as a result of the own
intellectual potential development and the use of the latest technological advanc-
es is accompanied by the improvement of working and employment conditions.
Therefore, the calculation takes into account the total innovation activities as well
as organizational and technological innovation. The estimate doesn’t include the
impact of marketing innovation, since it often includes minor sales improvements.
In addition, it is most likely to reallocate the market shares between the operating
market manufacturers and resellers. On the contrary;, it is weakly associated with
the factors of productivity and organizational level of manufacturing facilities.

Table 1. Innovations as the Factor Affecting Labour Productivity in the Oblasts
of Ukraine in 2008 - 2010

Labour Pro- Shar.e of mno_ Share of Innova-
ductivi Share of | vative Firms . . .
. uctivity, . . tive Firms with
Oblast (Region) Innovative | with Techno- L
UAH/ . . Organizational
Firms, % | logical Inno- S
man-hours N Innovation, %
vation, %
Autonomous Republic of 21,44 0.15 0.55 0.13
Crimea

Cherkasy Oblast 24,17 0,21 0,53 0,05
Chernihiv Oblast 21,99 0,16 0,63 0,06
Chernivtsi Oblast 16,34 0,22 0,67 0,08
Dnipropetrovsk Oblast 44,38 0,23 0,21 0,23
Donetsk Oblast 39,48 0,22 0,55 0,13
Ivano-Frankivsk Oblast 25,02 0,11 1,00 0,00
Kharkiv Oblast 30,87 0,23 0,68 0,06
Kherson Oblast 19,31 0,15 0,49 0,12
Khmelnytskyi Oblast 19,35 0,19 0,55 0,16
Kyiv Oblast 36,57 0,22 0,44 0,09
Kirovohrad Oblast 22,19 0,17 0,60 0,10
Luhansk Oblast 27,91 0,23 0,54 0,16
Lviv Oblast 24,09 0,18 0,57 0,09
Mykolaiv Oblast 27,26 0,24 0,63 0,09
Odessa Oblast 31,41 0,23 0,52 0,12
Poltava Oblast 41,60 0,18 0,51 0,10
Rivne Oblast 21,61 0,26 0,51 0,15
Sumy Oblast 22,83 0,23 0,47 0,14
Ternopil Oblast 19,04 0,22 0,55 0,10
Vinnytsia Oblast 21,49 0,27 0,53 0,12
Volyn Oblast 20,84 0,28 0,41 0,14
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Labour Pro- Shar.e of 1““0‘ Share of Innova-
ductivi Share of | vative Firms . . .
. uctivity, X . tive Firms with
Oblast (Region) Innovative | with Techno- L
UAH/ . o . Organizational
Firms, % | logical Inno- S
man-hours T Innovation, %
vation, %
Zakarpattia Oblast 18,20 0,26 0,45 0,12
Zaporizhia Oblast 31,56 0,10 0,29 0,20
Zhytomyr Oblast 21,20 0,15 0,50 0,04
Ukraine 32,61 0,21 0,51 0,12
Correlation Coefficient-
between the Factor and -0,0268 -0,3212 0,2875
Labour Productivity

The above-mentioned calculations prove that the impact of innovation factors
on social production output is insufficient and weak in the regional context. So far
the correlation coefficient between the productivity and the share of innovative
firms has a value close to zero. The inverse correlation between the productivity
and technological innovation dissemination is somewhat illogical and may signify
the ineffectiveness of the used modernization strategies.

However, in 2010 only organizational innovation demonstrated positive im-
pact: not very high but still positive. The low value of the correlation coefficient
between the factor and productivity means there is a weak link but only this factor
contributes to the manufacturing growth and therefore should be further engaged
and developed.

In this case, the calculation of quantitative factors certainly includes some in-
accuracies due to the possible influence of subjective factors: the innovation sur-
vey is voluntary, takes the form of poll, and does not belong to statistical reports,
and therefore can not be expected to be completely objective. Furthermore, nowa-
days there is no effective mechanism to monitor the reliability of the report. Still, it
is the most reliable data on the innovation intensity and distribution which exists
in Ukraine.

Hence, the author investigated the introduction of social innovation in manu-
facturing enterprises in one of Ukrainian Oblasts (Rivne Oblast).

TRENDS IN THE FIELD OF SOCIAL INNOVATION IMPLEMENTATION (RESULTS
OF SOCIOLOGICAL RESEARCH)

The given research uses samples as a way to gather data. The frame used for
sampling purposes is the innovation survey of manufacturing enterprises con-
ducted by the by the State Statistics Committee of Ukraine in the context of the
Strategy of the Innovation Development of Ukraine elaboration.

The total sample size is 100 enterprises of Rivne Oblast. Own opinion survey
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was conducted during January - February, 2013.At the end of February, we re-
ceived responses from 63 respondents. The classification of social entrepreneur-
ship as one of the forms of social innovation common in the UK became the basis
of the survey.

Apart from that, the author used Ukrainian and world experience in the field
of social innovation used by different organizations, in particular ERSTE group,
Ukrainian Social Investment Fund, other businesses and organizations, to ensure
human resource development.

The survey showed that the level of activity in the field of social innovation de-
velopment is very low. Consequently, the owner’s perception of his/her own busi-
ness as a social one is one of the key directions of social innovation that certify the
willingness of companies to form competitive human capital.

There is no common understanding of this term as it is new for economic
research. Social enterprises include both non-profit organizations and for-profit
companies that apply commercial strategies to maximize improvements in hu-
man and environmental well-being, rather than maximising profits for external
shareholders. Within the case study of Rivne Oblast one can see that there only a
few commercial enterprises which consider themselves to be social ones: only one
third of the respondents gave a clear affirmative reply (fig. 1).

Employers’ and Employees’
Representatives

no opinion
38%

no
29%

Figure 1. Distribution of Respondents for the Perception
of Being Social Enterprises

The greatest share of the respondents who answered “yes” was in the group
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of large enterprises. The fact that many respondents stated they have “no opin-
ion” certifies there are certain signs of “socialization” in the employer — employee
relations. However, according to the existing distribution only a few commercial
enterprises have social objectives, in particular human development. Most of them
use the traditional approach in HR management when the commitment to social
objectives is motivated by the perception that such commitment will ultimately
make the enterprise more financially valuable.

One of the modern methods to strengthen the competitiveness of enter-
prises is the development of the corporate social investment — primarily in
staff development programmes. In this aspect the Investors in People stan-
dard - a business improvement tool borrowed from the UK - became wide-
ly spread across the globe. Today, Investors in People International operates
in more than 70 countries across the globe, and delivers services in more than
20 languages (Ukrainian National Committee International Chamber of Com-
merce). This standard is designed to advance an organisation’s performance
through its employees. The use of the tool helps companies to achieve the results
they want by focusing on their business objectives and to maintain continuous
improvement.

Organisations pursuing the Standard then prepare their work against the spe-
cific criteria with support from a recognised Investors in People Adviser and guid-
ance from detailed evidence requirements. External assessment is subsequently
carried out to ensure the organisation has met these principles and underpinning
criteria. As long as the criteria are adhered to, there is complete flexibility in how
the organisation seeks to improve its staff development. The principles break-
down into 10 indicators; each indicator is subdivided into a number of evidence
requirements. These detail the criteria organisations are required to meet in order
to achieve the Standard. Thus, the Investors in People standard covers a variety of
business areas including not only recognition and reward but also people man-
agement strategy, involvement and empowerment, performance measurement etc.
(Proving and Improving: a Quality and Impact Toolkit for Charities, Voluntary
Organisations and Social Enterprise).

In order to confirm the effectiveness of the noted social innovation, one may
look at the results of the study which was designed to explore the impact of achiev-
ing accreditation for the Investors in People Standard on business performance.
The sample consisted of a total of 1,600 companies, equally divided between rec-
ognised public sector organisations, recognised SMEs (5-249 employees), rec-
ognised large employers (250+ employees) and non-recognised companies. Key
findings confirmed that “organisational changes made by Investors in People
recognised employers are twice as profitable as changes made by other compa-
nies”(Ukrainian National Committee International Chamber of Commerce).
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There were no studies which would explore the readiness of Ukrainian compa-
nies for achieving accreditation for the Investors in People Standard. That is why
this possibility was analyzed in the survey of manufacturing enterprises of Rivne
Oblast. According to the self-assessment (fig. 2) none of the companies fully meets
the required criteria and, unfortunately, can not apply to achieve accreditation for
the Investors in People Standard.

effective feedback
methods

social
responsibility

people’s positive
contribution is valued

functions performed
correspond to people’s
professional education

adaptation of
newcomers

periodic assessment of
people’s needs

continuous learning and
development

medical insurance

—o— all enterprises —#—small —&— medium large

Figure 2. Corresponcence with Investors in People Standard Criteria

As in case of the perception of the idea of social entrepreneurship large enter-
prises appeared to be the most active ones. Medium enterprises are more inert: on
the one hand, this is a result of lower mobility when compared with small busi-
nesses and, on the other hand, smaller financial possibilities when compared with
large enterprises. However, a common conclusion regarding all of the enterprises
lies in the fact that today there is no effective partnership between business owners
and the staff of their enterprises. In particular, we believe that the assessment of
people’s needs is the key point which would help to strengthen the motivation and,
consequently, to improve the overall performance of the enterprise. As one can see
from the figure, this evidence requirement is provided for less than 50%. This is the
case, even despite the fact that the relevant poll does not require the expenditure
of large sums of money, and together with the adequate motivation system it could
become an important factor to strengthen the competitiveness of enterprises.

There also some other issues, i.e. the functions performed do not fully corre-
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spond to people’s professional education, the people’s positive contribution is not
valued enough, insufficient adaptation of newcomers (absolutely recognized by
the employers).One of the most negative results is the lack of effective feedback
- the average level of this indicator doesn’t reach even 65%.Thus, one can assume
that the executives are not interested in the information regarding the people’s
views on how they are managed. Moreover, they have probably lost a great amount
of innovation in the ideas of employees as people are not encouraged to contribute
ideas. As a consequence, the low self-assessment of the social responsibility of the
enterprises is the logical reflection of the existing issues. This, particularly, includes
a social responsibility of the employers: the highest rate is less than 80% and for
medium-sized enterprises it is less than 20%.

Learning and development strategy also lacks attention as it is shown in
further responses concerning the application of certain organizational forms of
knowledge transfer both traditional and innovative for Ukraine: through the cor-
porate e-learning portal, accumulation and development of business ideas, and the
support of innovative research projects (Figure 3).
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Figure 3. Main Types of Human Development and Knowledge Transfer

So, manufacturing enterprises of Rivne Oblast prefer traditional methods of
knowledge management, in particular through coaching and mentoring. Howev-
er, even this system of knowledge transfer and re-use is typical only for about 21%
of respondents. Own training centres are not very common as their creation and
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support are rather costly; in the long run this method is used only by large en-
terprises. Due to the fact it is not wide-spread in the region in general, small and
medium-sized enterprises do not use this system at all.

At the same time, there is no tangible evidence to support the methods pro-
moting creativity and innovation, for instance the contests supporting employee
scientific research. Whereas the provision of financial assistance to own R&D is
more typical for large enterprises (16.67% of the total), the organisation of the
contests of employee business ideas — for large and small enterprises (16.67% and
14.63%, respectively).

Innovative methods of knowledge transfer, for example, providing access to
the corporate information network data, is much less common: an average is about
13%. This indicator gives an opportunity to conclude that this form of human
development and knowledge transfer is insufficient and hinders developing other
innovation types and effective organizational interaction due to poor communi-
cations.

Knowledge is one of the most modern strategic objectives for the innovation
strategies to accelerate the development. However, if there issues with the used of
innovative approaches in this important field, it is clear that the use of other social
innovation which may not provide very fast competitive advantages is even worse.
One can easily see this trend in the further responses of the respondents. Sue to
the low probability that the respondents would indicate “yes” to the questions re-
garding the use of truly innovative measures, entrepreneurs were to select out of
an unlimited number of variants on the social benefits traditionally included in to
an employee benefits package which also measure the effectiveness of corporate
social responsibility.

It is known that the term corporate social responsibility (CSR) relates to the
ethical and legal behaviour by organisations in the workplace and the wider com-
munity. So, one can state that businesses in the Oblast tend to spend their CSR
budgets on the sponsorship of contests of business projects(6.35% of the total
number of enterprises).Much less organisations are choosing CSR projects sup-
porting health care (4.76%), sports (3.17%), and cultural or arts-based activities
(1.59%). The relatively high level of CSR programmes supporting environmental
causes (an average of 27%) certifies that organizations see them as a way to meet
social and community obligations. The level of the programmes use is particular-
ly high for large enterprises (66.67% of their total number). However, the given
responses do not mean that the organizations managed to counter the negative
impacts they might be having on the environment or on people’s lives completely.

Most of the social activities of enterprises are focused on their own staff. Nev-
ertheless, there are not enough projects that could serve as a basis for innovation
development. Organizations prefer to sponsor the projects that require small in-
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vestments (cultural and entertainment activities, sports) or those partly motivated
by health regulations. The vast majority of the noted activities are obtained by the
high participation of large enterprises in employees’ health benefits programmes
(approximately 50%).

The use of the new employment types is also very low. Only 11.11% of enter-
prises give an opportunity of remote jobs, in 19.05% of the cases the employees
have the options of flexible work arrangements, for example flex-time. Small enter-
prises provide more favourable conditions as for flexible working hours (21.95%),
large enterprises provide more options of remote employment or telecommuting
(16.67%). Of course, in some rare cases the facts when the administration has cre-
ated specific working arrangements for their staff may have influenced the indices.
The average number of companies that provide such opportunities, even for just
a few employees, is very low. This proves slow acceptance of innovations in HR
management. Certainly, one could predict the lack of awareness of the benefits of
social innovations a long time ago. In particular, we previously figured out that the
majority of enterprises do not have any needs assessment survey sand lack feed-
back (fig. 2). Thus, not knowing and not showing interest in the needs of entrepre-
neurs not looking for effective staff incentives and provoke low return estimated
in employment. Much of the workplace environment doesn’t encourage employee
motivation as there is no management commitment: genuine interest and caring,
employee-oriented policies and procedures, and attention from both senior man-
agers and line managers. As a result employee motivation is extremely low.

IMPROVING GOVERNMENT SUPPORT OF CORPORATE SOCIAL INNOVATION IN
UKRAINE: PRIORITIES AND OPPORTUNITIES

The survey results show that enterprises in Ukraine haven’t got firm internal
motives or positive experience of using innovation in human development. They
also do not tend to participate in regional or national development programmes.
Nevertheless, businesses, as well as communities, regions and states, could get
the full potential benefit of social innovation by participating in the given pro-
grammes. It could help to solve a wide range of problems that existing structures
and policies have found it impossible to crack- such as climate change, the world
wide epidemic of chronic disease, and widening inequality etc. Over time the busi-
nesses will also realize that integrating the values of social innovation into the
overall business strategy drives economic benefits while improving social and en-
vironmental conditions.

For today, the given research sheds light on the inconsistency and uncertainty
in the state innovation development strategy, not only in the field of social innova-
tion but in the other forms of innovation as well. There are many obstacles at the
stage of organizational and regulatory process of innovation transfer in human re-
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source management. For instance, nowadays in Ukraine there is a list of high-pri-
ority innovative projects, approved by the Cabinet of Ministers in 2010. They are
considered to be national projects but there is no evidence why they should have
a high priority. There is no single policy to stimulate innovation and there is no
state institution which would instruct the mechanisms of innovation in the public
sector, capitalize on good practices, accompany the organizational and manage-
rial charges and elaborate means to measure the performance. The Ministry of
Education and Science of Ukraine is responsible for the basic functions regarding
innovation.

Several other executive state authorities(e.g. the State Agency of Ukraine for
Investment and Development, State Innovation Financial-Credit Institution)and
regional authorities, in particular Department s of Economics of Regional State
Administrations elaborate innovation development projects and programmes tak-
ing into account the issues and priorities of regional development but without an
integrated state policy in this sphere.

Considering the issues that may relate to a failure in innovation or innovation
development in Ukraine, it is obvious that there is a need to improve the state of
affairs. It is especially important in the field of government support and facilitation
of the dissemination of innovation as we have mentioned above that it drives eco-
nomic benefits while improving social and environmental conditions. The interac-
tion between the stakeholders in human development requests special attention.

It is clear that in case there is a national strategy or programme for innovative
development key projects will receive state financial assistance (usually in the form
of grants).However, unlike the current trend of direct financial flows between gov-
ernment and businesses when the project results are quite poor and the project
implementation is delayed in time, the pattern of government support should be
changed. Of course, there should be some financial subsidies to favoured R&D
centres at least to popularize this activity and to form sustainable business motives
to continue innovative activities. Nonetheless, government incentives should not
include only direct financial flows. In addition to that, the project selection is also
a weak element in the system of government support for innovation.

Today it is mainly experts who select projects without any particular list of
criteria. This can become a constraint even at the stage of application submission.
It is always best to have a good plan from the inception, with a list of criteria to be
considered and goals to be achieved published before the project selection in order
to ensure the transparency of the interactions between local authorities and civil
society. In addition to that, such project selection criteria should be substantiated
both scientifically and practically. Furthermore, must consider all key pieces of
selection criteria, not only profitability of the project or social outputs.

Given that Ukraine has got financial security issues and weak so-
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cial dialogue which prevent human potential development and hin-
der the implementation of the projects potentially perspective for em-
ployment reasons, we would like to suggest the following scheme of
interactions between authorities and business at the stage of project selection

(fig. 4).

... Employers’ and Employees’
Local Authorities - .
Representatives

¥

h 4
Innovative Development

Programme

h

Priority Projects Evaluation According to the Criteria-Based Selection Matrix

v

Economic Social and Institutional Environmental

Competitive Projects Selection and Determination of Financial Assistance Types

h ¥ ¥ h 4
Counselling
Innovation Voucher Grant Assistance with Loan Participation

Investor Search

¥
Result: regional innovative development, interaction between the enterprises and financial and

intellectual resource owners, partial solution of social, economic and cultural issues of the region,
human potential development and sustainable environment for its further progress

Figure 4.Government Innovative Support Framework and
Improvement of Regional Human Potential Use
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We offer using factor criteria-based model elaborated according to qualimetric
approach in order to provide effective project evaluation and selection.

Total expert evaluation of the project quality and relevance for the region is
computed using the formula:

m n
E :Z Zeﬁj-wﬁj W,

i=1 \_j=I
where E is the total expert evaluation, defined in the range from 0.0 to 100
points;
j» i denote ordinal number of the criteria and factors, respectively;
n, m denote the quantity of criteria and factors in the model, respectively;

€; ; denotes expert’s judgment of the criterion j in factor i; it is based on the sub-
jective assessment of a particular criterion compliance within the range from 1 to
10 points, considering that 10 is the maximum score;

Wi ; denotes weights for criterion j, it is defined in the range from 0.0 to 1.0; de-
scribes the criterion’s priority within the factor i;

W) denotes weights for factor i, it is defined in the range from 0.0 to 10.0; demon-
strates to which extend the factor influences the overall expert assessment.

The model factors correspond to the sustainable development concept and
basing on the Venn diagram of sustainable development consists of three constit-
uent parts:

1) economic;
2) social and institutional;
3) environmental.

They are detailed into evaluation criteria in table 2.

Table 2.Evaluation Criteria for Innovative Projects aiming at Human Resource
Development and Human Potential Use

# Factors Criteria

New jobs’ creation

Use of new technologies, renewal of fixed capital

Investment development possibilities at all stages of the Action

Regional transport infrastructure development during Action im-
plementation

Innovation infrastructure development
Action facilitates regional development according to its priorities

1 Economic

Goods and services are globally competitive
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# Factors Criteria

Action foresees the possibility of innovative employment (i.e. flexible
work arrangements, remote jobs)

The salary of the staff in the Action’s feasibility study (or budget) is
not lower than the national average

There is professional development of the staff
Action uses intellectual potential of the local inhabitants
There are employee health care programmes

5 Social and In-
stitutional

Action provides employment for socially isolated groups

Action foresees informational interaction with local population and
provides the ability to monitor, analyse, share and report informa-
tion, in particular through periodic social responsibility reports

Action is environmentally friendly and / or meets ecological stan-
3 | Environmental | dards
Action foresees recycling and/or safe waste management

We suggest using expert evaluation as a way to determine the weight of each
indicator in the evaluation system during the multi-objective decision-making.

CONCLUSIONS

This study examines the estimation and management issues of the innovation
in human resource development and human potential use. Our findings highlight
the critical roles of government support and incentive of innovation that would
relate positively to HR practices and human potential development. The world
experience defines this type of innovation as “social ones” Our results indicate
that there are not that many positive examples of social innovations not only in
Ukraine but in the developed economies as well. The lack of corresponding official
statistical surveys confirms this fact. However, social innovation can solve many
social issues while driving economic benefits and eventually leading to better per-
formance of the enterprises. Fortunately, there is no shortage of social innovations
in Europe which can practically substantiate the noted statement.

To conclude, Ukraine which is still under the transformation of economic and
social relations is struggling for social innovation as it can ensure new forms of
social groups’ cooperation and increase their role in human potential problem
solving. The state or the government always plays a primary role in new positive
experience sharing. That's why at the initial stage of public perception it is the gov-
ernment that should support disseminating social innovations. The viewpoints of
this study highlight the crucial importance of the overall active support instead of
passive actions and formal approval of the projects which may not relate to public
interests. In order to decide whether a project is viable and is worth approving one
can use project selection methods described in the given article.
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