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The growth of competition both on the domestic and interational
markets leads to the activation of innovation activity of business entities,
sinee its results allow to create products that would meet the constantly
erowing and changing requirements of the market and provide them
with high profits.

Realization of innovative activity of the enterprise requires the
appropriate resource support. The volume of investments dirceted 1o
linancing innovative projects depends, first of all, on many factors: the
size of the enterprise (the larger it is, the larger amount of mvestment in
s innovation activities should be under equal conditions): the expected
profitability and riskiness of mvesting in - alternative (o mnovative
activities of the enterprise (in particular, in mereasing the production
capacitics of the enterprise for the purpose of production of traditional
types of products); expected profitability and riskiness of mvesting in
this innovative project; existing and those tha by the need of the
enterprise  can attract;  the  volumes of mvestment resourees.
Consideration of these factors will enable a comprehensive approach to
cvaluating the effectiveness of Investments m innovation activity of
enterprises

The works of many domestic and forcign scientists have been
devoted (o the problems of mvestment and innovation development of



enterprises, in particular, the evaluation of the efficiency of investing
mnovative projects: M. Demsenko [ 1], V. Kozik [2], A. Kuznetsova [3],
[. Skvortsova [4], M. Khuchek [5], J. Schumpeter [6] and others.

The synthesis of literary sources suggests that there are a number of
seientific approaches to determining the effectiveness of investment and
nnovation projects [1-6], the overwhelming majority of which makes it
possible to evaluate the effectiveness of the project only after its
mplementation.  In addition, most ol the technigues involve the
processing of significant amounts of analytical information, which is
virtually impossible to gather i terms of unpredictable market of new
mnovative product.

In a dynamic market environment, a variety of information plays an
mmportant role in improving the efficiency of management of industrial
enlerprises mnovative activities, which should give an answer to the
choice of the best solutions for further investing in innovative projects.

The solution to this problem is possible through the establishment of
a monitoring system as a management function, which involves the
collection ol information, its integrated assessment and prediction based
on a certain system ol mutually agreed and balanced indicators.

According to the author [7], monitoring should be considered as a
complex process aimed at collecting information about the object being
studied, with a view to further diagnose the situation. The authors of the
economic dictionaries [8, 9], considering monitoring as an integral part
of management, suggest conducting it for the purpose of research, in
addition to monitoring and diagnostics, and also analysis of the object
being studied. In the work of Y. Poburko [10] a universal definition of
monitoring has been set out. which s defined as “continuous
observation of the state of the object in order to prevent unfavorable
deviations  from  the most important  parameters. The  systematic
monitoring of the results of the activity, their correction — it is the
essence of the monitoring™. Thus, monitoring is one of the methods for
controlling the process of activity, identifying the trends in the dynamics
of its development.

Fnsuring of immovative development of domestic business entitics,

abave all, depends on availability and accessibility of various sources of

investment resources. The presence of limited investment in industrial
enlerprises necessilates an effective redistribution of them in different
nnov. ive directions and projects bott  before and  during  the
implementation process. The development of innovative activity of
industrial enterprises of Ukraine requires the allocation of a number of
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basic parameters and properties, management influence on which will
increase their level of innovation activity. 'The specificity of innovation
activity, in particular, the high level of riskiness of its implementation,
requires the creation of appropriate mechanisms and organizational
structures for its implementation. These mechanisms and structures
should ensure the fulfillment of the following main tasks:

* 1o create the appropriate level of informational support for the
process ol managing mnovation activity at the enterprise, which will
allow owners and managers to receive timely, complete and accurate
information on the progress of implementation of innovative projects
implemented by the enterprise and the expected mdicators of those
mnovative projects to be implemented in the future:

* 1o optimize the amount of innovative resources that the enterprise
uses (or plans to usce), in particular the volume of investments directed
towards the implementation of innovation projects:

* to organize the processes of accounting and control of innovation
costs of the enterprise, its profits and revenue from innovation:

* lo create opportunitics for the operational regulation of (he
processes of implementation of innovative projects of the enterprise
both at the stage of conducting research works, and during subsequent
stages of the life cycle of the relevant innovations,

Execution of the above-mentioned tasks should promote the level of
mnovation activity of’ domestic industrial enterprises.

One of the main directions of improving the functions of accounting
and control of innovation activity as part of the overall system of
mnovation management of the enterprise is o improve the I‘L‘é_'_i*;[r.'llunn
of innovation costs. Grouping of investment resources of the compiny
m (erms of financing innovative costs is a prerequisite for assessing the
clfectiveness of investment support for its innovation activitics.
Obviously, such an assessment should include comparison of the
amount of innovation costs with the amount of financial results that a
particular enterprise receives from innovation. In this case, il is
eeessary Lo solve several tasks, the main of which are:

[. Determmation of the length of the time period during which the
comparison is performed. This period of time should be sufticiently
firge, taking into account the specificity of innovation activity. If for a
certam year the value of innovative costs exceeds the financial results of
lie company’s innovation activity, then in general this does nol indicate
hat the innovative activity of the company is ineffective. Indeed, such
whvities are characterized by a significant level of risk. and the




presence of a time lag between the moment of investing and obtaining a
result from its mvestment. Consequently, the duration of the time period
during winch the comparison ol imnovation costs with the results from

the implementation of innovation activities should be several years (on
average, not less than 5-10),

2. Determunation of the value of financial results from the
mmplementation of innovation activities. The conducted research shows
that in the process of comparing the mnovative costs of an enterprise
with the size ol financial results from the implementation ol innovation
activity as the latter it is expedient to accept the amount of discounted at
the present moment of net cash flow (the amount of profits and
depreciation) from investing in a particular direction ol innovation
activity of the enterprise.

3. Determination of the duration of the mvestment lag, that 1s the
time mterval from the start of investment in the development of new
(rmproved) products until the beginning of receipt of income from their
production. The duration of such a period of time at the stage of the
pre

imimary assessment ol the efficiency ol investing in the innovation
activily ol the enterprise may be taken at the average level on the
retrospective data on similar innovative projects that were implemented
carlicr by the given enterprise and (or) other enterprises of the industry.

4. Selection of mtegral indicators for assessing the effectiveness of

investment support for enterprise mmnovation. As such idicators, 1t 1s
advisable to adopt the most generalized indicators for evaluating the
effectiveness of investment (in particular, innovative) projects, namely,
the net present value of the expected return on the project and the index
ol return on the projeet.

Taking mto account the foregoing, it 1s possible (o propose indicators

for assessing the economic effect of investing i innovalive activitics of

the enterprise, which include:

+ the indicator of the current effect ol innovation, which
characterizes the net current value of those innovative projects that
began o generate income in a given period (year);

« the indicator of the retrospective effect of mnovation, which
characterizes the accumulated amount of net present value of those
mnovative projects that began to gencrate mcome n a certain prior
period (in a year),

» the indicator of the predictive cffect from the implementation of

innovation activity, which cha: cterizes the present (discounted) ve' e
ol the net present value of those mnovative projects that, according to

the prediction, will start to generate income 1 a certam subsequent
period (in a year);

+ the indicator of the cumulative current effect of mnovation, which
characterizes the net present value of those innovative projects that
began to generate mcome over several consecutive pertods (years);

« the indicator of the cumulative retrospective effect of  the
innovation activity that characterizes the amount of net present value of
those innovative projects that have started to generate income for several
successive previous periods (years) accumnulated at the moment;

+ the indicator of the cumulative predictive effect of the mmovation
activity, which characterizes the discounted value of the net present
value of those mnovative projects that, according to predicted estimales,
will begin to generate income over several consecutive previous periods
(vears);

« the indicator of the cumulative effect of the mnovation activity,
which represents the sum of the values of the indicator of the aggregate
retrospective  effect and  the cumulative predictive  effect of the
mnovation activity of the enterprise.

The above-mentioned indicators of estimation of the economic effect
of mvesting i innovation activities should be one of the important
clements of the overall system for monmtoring the mvestment support of
innovation activitics of the industrial enterprise.

The role of these indicators in the proposed monitoring system can
be described as follows:

- the indicator of the cumulative current elfect from  the
mplementation of innovation activity for a certain retrospective period
gives an opportunity to provide averaged over this period information on
the effectiveness ol investment in innovative projects implemented by
the enterprise. [ the value of this indicator is greater than zero, then it is
possible to draw a preliminary conclusion that in general investment ol
investment resources mto the inmmovative activity of the company was
successful;

- the indicator of the cumulative retrospective elfect from the
implementation ol innovation activity makes it possible to take mto
account the time f(actor m assessing the elticiency ol the company’s
innovative costs incurred. In general, the more successful innovative
projects were implemented n the first hall of the retrospective segment,
the higher value of the total retrospective effect of the implementation of
innovatir 1 activities would be. Thus, the mdicator of the total
retrospective effect enables to assess the effect of the company’s



nnovation costs taking into account the time distribution of both these
costs and financial resulis from the implementation of enterprise
mnovation projects. At the same time, the value of the cumulative
retrospective effect is not a direct basis for making future investmen
decisions regarding further investment of the innovation activity of this
cnlerprise:

- the indicator of the cumulative  predictive effect of the
mplementation of Innovation activity makes it possible, with a certain
level of probability, (o estimate the volumes of further investment of the
mnovation activity of the enterprise. If the value of this indicator is
greater than zero, then it can be concluded that i is advisable to continue
mvesting in the umplementation of nnovative projects by the enterprise;

- the mdicator of (he cumulative effect of the implementation of

innovation activity makes i possible (o carry out an integrated
assessment of (he efficiency of investment support for the innovation
activity of the cnterprise both in (he past and in the future. It should be
noted a somewhat paradoxical phenomenon, namely, in other equal
conditions, the growth of the magnitude of the total retrospective effect
(and this is possible, first of all, when the effectiveness of mnovation
aclivity al recent intervals is relatively low compared with earlier
periods of time) may indicate deterioration of predictive indicators the
cumulative effect of the mplementation of innovation activity (if’ the
trend of the level of efficiency of the innovation activity ol the
cnterprise. will last in the next predictive periods). Therefore, the
indicator of the cumulative effect of (he implementation of mnovation
activity makes it possible to provide a comprehensive assessment of ity
cfficiency over the entire period during which the enterprise (or its
specific owner) will innovate.

It is expedient to determine the duration of the retrospective period
within a period of time during which the owner of an enterprise finances
mnovation activity and, accordingly, assess the amount of mnovative
costs and results from s implementation, depending on its share i the
authorized capital of the enterprise. In other words, il a certain investor,
4 Co-owner of an enterprise, invests in IS innovative activities for
several previous years and plans to invesi in the next several years (the
predicted period). then he must get a final assessment of how much such

investment will generally be expedient and effective. For the solution of
this problem the application of the indicator of the cumulative effect of

the innovati activity implementation has been p aposed.
IF the total retrospective cffect at the given moment will turn out 1o
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be negative, it s generally a negative signal for the owner of the
company, since it is not known in advance whether he will be able 1o
foreclose this negative value in the future a the expense of revenues
from future innovation projects. At the same time, there are three main
reasons for the negative significance of the cumulative retrospective
effect of the implementation of innovation activity, namely:

1) the presence of fluctuations in innovation costs and outcomes — it
1$ possible that in reeent years, not very successfiyl innovation projects
have been implemented (as was observed in some prior periods), but
overall, the prospects for mnovation of the enterprise are positive, It is
obvious that in this terminology the fluctuations of innovation costs and
results are the direct result of the increased riskiness ol mnovation
activity, that 15, the phenomenon which is inherent o 1t:

2) the presence of some meffective areas of Innovation activity by
the enterprise. Under such conditions, the owners of an enterprise should
review the content of their program of innovation by reducing (or
terminating) funding of those areas that are currently unpredictable and,
possibly, increasing the volume ol investment in more effective arcas of’
development and implementation ol innovations:

3) the absence of perspective directions of innovation activity at the
enterprise. It is possible tha at this stage of the life cycle of the
company it is expedient to completely freeze the implementation of its
mnovation program,

The answer to choosing the best solutions for further in vesting in the
innovation activity of an industrial enterprise should be provided by a
permanent monitoring system. Thie system should contain the following
components (Figure 2.16):

* information about the composition and structure of the innovative
development fund of the enterprise. This information should include
mformation on (he movement of investment resources dirccted at
financing the mnovation activity of  the enterprise, in all areas
throughout all periods ol the retrospective period;

* mformation abouf the financial results of the Innovation activity of
the enterprise, which confains the net cash flow ligures from the
implementation of cach mnovation project, initiated af the beginning of
is implelm-nlalim:, in terms of cach period of (ime during  the
retrospective period:

* comparison of information abou the composition and structure of
the mnovative developmer* fund of (he enterprise and the finencial
results of its innovation activity;
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« caleulation of the indicators of the cumulative current etfect from
the mmplementation of innovation activity for this retrospective period

and the cumulative retrospective effect from the mimplementation of

imnovation activities. The values of these indicators are obtamed on the
basis of information containing the previous component of the
monitoring system of mvestment support for the innovation activity of
the enterprise;

« prognostic information about the prospects of innovation activity of
the enterprise and caleulation of the indicator of the combined predictive
clfect from the implementation of innovation activity;

« analysis ol the efficiency and prospects of separate arcas and
projects of the enterprise’s innovation program. ‘This component
involves the identification of the directions and projects of innovative
activity of the enterprise, the further realization of which 1s
inappropriate, as well as the selection of the most promising innovative
projects of the enterprise;

= making a decision about further development of the innovation
activity of the enterprise in the context of individual projects and areas.
This component contains the procedure and results of calculation of the
rational allocation of investment resources between mnovative projects
and dircctions of innovative activity of the enterprise at future intervals;

« calculation of the indicator of the cumulative effect of the
innovation activity of the enterprise. The value of this indicator is an
integrated assessment ol the efficiency of investment support of the
innovative activity of the enterprise, laking into account both
retrospective and predictive estimates.

Thus, the use of the given system of monitoring ol wmvestment
supporl of mnovative activity of industrial enterprises will allow to
increase the level of cfficiency ol investments invested i the
mmplementation of mnovative projects, due to tmely detection of
changes n their efficiency indicators, to find out the reasons for these
changes and to respond promptly through redistribution of investment
resources between separate directions and projects of the mdustral
enterprise mmovation program.
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