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DETERMINANTS OF INNOVATIVE ACTIVITIES CONSERNING
SOCIO-ECONOMIC GROWTH

Abstract. The national economy transition to innovative activities, connected with social
and economic growth requires considerable determinants, which represent a competitive area for
further social and economic growth in the context of globalization. The impacts on innovative
activities are considerable in the context of understanding the complexity of social and economic
growth within both the national and global level. Despite numerous researches and available
achievements in the field of the nature and essence of innovative activities in the context of social
and economic growth, there are still a lot of different questions, concerning their determinants. The
purpose of the current study is to determine a wide range of approaches to define both innovative
activities and socio-economic growth, considering the nature of innovative activities and different
determinants on theoretical as well as on the empirical levels. Results from earlier studies
demonstrate a strong and consistent association between micro economic determinants and
innovative activities. But above mentioned points of views are pretty limited and do not include
some important determinants for innovative activities and further socio-economic growth. The
current study is different from prior ones. Firstly, it looks at investigated determinants, which
influence on the innovative activities and socio-economic growth, empirically. Secondly, it
considers for a vast amount of practical approaches, which create the possibility to consider and
combine the determinants of innovative activities. Thirdly, this paper investigates the issue
associated with innovative activities, connected with social and economic growth nowadays. Thus,
the authors provide empirical models, which are developed in accordance with appropriate
tendencies in national economy.

Keywords: models of innovative activity, socio-economic growth, innovation, internal and
external factors of socio-economic growth, resources.

JEL Classification O1, O3, O4

Formulas: 1; fig.: 3; tabl.: 0; bibl.: 29.

I'epnezo IO. O.

Kanouoam eKoOHOMIYHUX HAVK,

ooyenm Kageopu KOpnopamusHux QiHaHcie i KOHMpPOIHeY,
JBH3 «Kuigcbkuil HayioHatbHull eKOHOMIYHUL YHIieepcumem

imeni Baouma I'emovmanay, Yrpaina,
e-mail: lulilaGern@ukr.net; ORCID ID: 0000-0002-4929-0411

445


mailto:IuliiaGern@ukr.net
mailto:dyba_m@ukr.net
https://orcid.org/0000-0002-3615-1180
mailto:petrenko-78@ukr.net
https://orcid.org/0000-0001-7851-9644
mailto:IuliiaGern@ukr.net

Juoba O. M.

00KMOp eKOHOMIUHUX HAYK, OOYEeHM,

npogecop Kagedpu KopnopamueHux iHancie i KOHMPOiL2Y,
JIBH3 «Kuigcokuti HayioHanibHUti eKOHOMIYHUL YHI8epcumem
imeni Baouma I'emovmanay, Yxpaina,

e-mail: dyba_m@ukr.net; ORCID ID: 0000-0002-3615-1180

Ilempenxko JI. A.

KaHOUOam eKoHOMIYHUX HAYK, OOYeHM,

O0oyenm Kagpeopu eKkoHOMIKU NIONPUEMCNS,

JIBH3 «Kuigcvokuil HayioHanbHUll eKOHOMIYHUL YHIGepcUumem
imeni Baouma I'emovmanay, Yrpaina,

e-mail: petrenko-78@ukr.net; ORCID ID: 0000-0001-7851-9644

JETEPMIHAHTHU IHHOBAIIMHOI AKTUBHOCTI
B KOHTEKCTI COIIIAJIBHO-EKOHOMIYHOI'O 3POCTAHHS

AHoTanisi. 3MiHa BEKTOpa PO3BUTKY HAIIOHAILHOI €KOHOMIKM Ha IHHOBAIUMHUIA 3yMOBHIIA
TpaHCOpMAIlIF0 MOJETCH COMIATLHOTO Ta EKOHOMIYHOro 3pocTtaHHs. lle BuMarae mudepeHmiarii
JETEPMIHAHT, SIKI € KOHKYPEHTOCHPOMOXKHOIO C(Epor0 Ui MOAATBIIONO COIIaTbHO-EKOHOMIYHOTO
3pocTaHHs B yMoOBax rioOamizarmii. CTaTTs pemnpe3eHTye eMITipUYHi JOCIIKEHHS BHYTPIMIHIX i
30BHIIIIHIX JCTEPMIHAHTIB 1HHOBAIIMHOI JISUTBHOCTI Ta COLIATbHO-EKOHOMIYHOTO 3pocTaHHs. Hwuska
TIOTIEPE/THIX JTOCIIKeHb Oyiia 30cepe/pkeHa Ha XapaKTEepUCTUKAX 1 CYTHOCTI IHHOBALIAHOT MisUTHHOCTI
Ta COIIaJIbHO-€KOHOMIYHOTO 3pocTaHHs. [IpoTe i HasBHUX mMpalb XapaKTepHa HHU3Ka JIOCHTH
BaroMux OOMEXEHb, 10 TIOB’S3aHO 13 HEJOCTATHIM YpaxXyBaHHSIM JCSIKAX BOKIUBUX JECTCPMIHAHT JUIS
IHHOBAIIHOT TISUTbHOCTI Ta TOJAJIBIIOIO COIIaIbHO-€KOHOMIYHOTO 3pocTaHHs. He3Bakarounm Ha
YUCIICHH] JOCTI/DKEHHS Ta HasBHI JTOCATHEHHS IIOJI0 CYTHOCTI Ta CYTHOCTI 1HHOBAIIHOI AisUTEHOCTI B
KOHTEKCTI COLIIaJIbHO-€KOHOMIYHOTO 3pOCTaHHS, 11 ICHY€e 0arato pi3HUX MUTaHb, 1110 CTOCYIOThCS TXHIX
nerepMmiHaHT. HaBemeHe MOCTIIKEHHS TOKIMKaHE OOTPYHTYBaTH JIETEPMIHAHTH IHHOBALIHOL
aKTMBHOCTI B KOHTEKCTI COLIAJIbHO-€KOHOMIYHOTO 3pOCTaHHS Ta BIAPI3HAETHCS 3a CBOIMH
KOHLIENTYaJIbHUMHU XapaKTEepUCTUKAMH BiJ] HassBHUX TeOpiil. Y mpolieci aHajli3y BU3HAUEHO IIMPOKHIMA
CIEKTp MiAXOMIB N0 mudepeHiianii sk iHHOBALIAHOI IiSUTBHOCTI, TaK 1 COIabHO-€KOHOMIYHOTO
3pocranHs. [lo-miepiie, 3iiiCHEHO eMITipUYHI JOCIIHKEHHSI YNHHHKIB, SIKi BIUTMBAIOTh HA IHHOBAIIIMHY
nismbHICTh. [lo-mpyre, cTaTTs Npe3eHTye HU3KY MPAKTUYHUX MIiAXOMIB, SKi CTBOPIOIOTH MOKJIHUBICTD
PO3IIISAY 1 TTOEAHAHHS O3HAK IHHOBAINIMHOI MIsUTBHOCTI Ta COIIAIbHO-EKOHOMIYHOTO 3pocTaHHs. [lo-
TpeTe, y MAOCTIDKEHHI PO3BUHYTO EMIIPHYHI MOZENI, fKi BpPaxOBYIOTh TEHACHINi I1HHOBALIIHOT
JISUTBHOCTI Ta COIIATbHO-€KOHOMIYHOTO 3pOCTaHHS B YKpaiHi. TakuM YWHOM, HaBEIECHO EMITIPHYHI
MOJIeNT1, SIKi pO3pOOIISIOTHCS BIATIOBITHO 10 BIAMOBIAHUX TEHACHIIN Y HAlllOHAIBHIM €KOHOMILIL.

KuarouoBi cjioBa: Mojeni iHHOBAIIMHOI MisUTBHOCTI, COIIaIbHO-EKOHOMIYHE 3pPOCTaHHS,
1HHOBAIII1, BHYTPIIIHI 1 30BHIIIHI YUHHUKHU COL1aJIbHO-€KOHOMIUYHOTO 3POCTaHHS, PECYPCH.
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JETEPMUHAHTDbI HHHOBAHHOHHOﬁ AKTUBHOCTH
B KOHTEKCTE COLUHUAJIBHO-9KOHOMUMNYECKOI'O POCTA

AunHoTanust. [IpeiCTaBICHO SMIUPHYECKHE HCCIICAOBAHUS BHYTPEHHHUX W BHEIIHHX
ACTCPMUHAHT I/IHHOBaIII/IOHHOI\/JI ACATCIIBHOCTH U COUAJIbHO-3KOHOMHWYCCKOT'O pOCTa. PSI,Z[ NPCAbIAYIINX
HCCIICIOBAHUIA OBLITO COCPEAOTOYECHO Ha XapaKTEPUCTHKAX M CYIIHOCTH HHHOBAIIMOHHON JIESATETbHOCTH
U COIMAJBHO-KOHOMUYECKOTO pocra. [IpuUBEJEHHOE WCCIIEOBaHWE TIPU3BAaHO 0OOCHOBATH
JIeTEPMHUHAHTHI MHHOBAI[MOHHOW aKTUBHOCTH B KOHTEKCTE COIMATbHO-3KOHOMHYECKOro pocra. Bo-
INCPBLIX, OCYHICCTBJICHO OMIIMPUYCCKUC HUCCIICJOBaAHUA q)aKTOpOB, KOTOPbIC BJIUSAOT Ha
HWHHOBAITHOHHYIO JIESITENIbHOCTh. BO-BTOPBIX, CTaThs MPEACTABISICT PsJ MPAKTHYECCKUX MMOAXOJIOB,
KOTOPBIC CO37al0T BO3MOKHOCTH PAaCCMOTPEHHMST W COYCTAHWE IPU3HAKOB HMHHOBAIMOHHOM
JESTEIbHOCTH M COLMATbHO-O9KOHOMHUYECKOTO pOCTa. B-TpeThux, B HCCACIOBAHUH MTOTYUMIA PA3BUTHIC
OMIIMPUYCCKUC MOJCIIU, KOTOPBIC YYWUTBHIBAIOT TCHACHIIUN HHHOBaHPIOHHOfI JCATCIIBHOCTH U
COIMATLHO-9)KOHOMHYECKOTO POCTa B YKpPaHHE.

Ki1roueBnle cjioBa: MOICIIU HHHOBaHPIOHHOfI ACATCIBbHOCTH, COIII/IaJ'II)HO'E)KOHOMI/ILIeCKI/Iﬁ pocT,
WHHOBAIMH, BHYTPEHHUE M BHEIITHHE (h)aKTOPhI COMATbHO-IKOHOMUYECKOTO POCTa, PECYPCHI.

®opwmyi: 1; puc.: 3; Tabm.: 0; 6ubm.: 29.

Urgency of the research. The national aspiration to develop an innovative economy has to be
based on the appropriate theoretical background and developed countries trends of forming the
innovative society, in which a different kinds of determinants influence their positions within the world
market. However, the national economy transition to innovative activities and socio-economic growth
requires considerable inputs and outputs, which represent a competitive area for highly technological
and competitive goods and services production, ensure the country’s technical and technological safety
and the strategic innovative success of national socio-economic growth in general. One of the most
significant discussions is that in the recent years the innovative activities have experienced a variety of
negative trends in national economy. It is impossible to eliminate most of such negative trends without
raising the level of theoretical and practical orientation of innovative theory investigations.

Target setting. The innovative activities are vitally considerable in the context of understanding
the complexity and potential for further socio-economic growth. Thus, determining the impacts on
innovative activities is important for the further socio-economic growth.

Actual scientific researches and issues analysis. Over the past century, there has been a
dramatic increase in research of innovative trends of socio-economic development and its determinants
that is mainly with their considerable impact on national competitiveness. Surveys such as that
conducted by Schumpeter J. (1943) have shown that the entrepreneur have to provide innovation for
further competitiveness. On the other hand, he formalized the concept of «creative destruction» as a
process «that incessantly revolutionizes the economic structure from within, incessantly destroying the
old one, incessantly creating a new onex» [1]. In the new global economy, the rules of the game of
private property rights and decentralized markets provide powerful incentives for economic actors to
innovate. Whether innovative activity is for the sake of the fruits of success, or for success itself, in
price-making markets rewards are based on the competitive sorting and matching of quality and price. It
is thus the restoration of consumer and producer sovereignty in transition economies, which activates
incentives to innovate (Nee V., Kang J., Oppr S., 2010) [2]. The Oslo Manual (OECD, 2010) defines
innovation as «the implementation of a new or significantly improved product (good or service), or
process, a new marketing method, or a new organisational method in business practices, workplace
organisation or external relations» [3]. This shows that innovation involves not only the generation of
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new knowledge — invention or discovery — but also applying that new knowledge to meet a market
need. Moreover, the Oslo Manual definition emphasises that innovation also encompasses new methods
of production (process innovation), new ways of organising or managing the firm (managerial
innovation), and new ways of opening up new opportunities (market innovation). Such definition
highlights the «active» nature of innovations.

Furthermore, according to the Kirshin ILA., Datsyk A.A. and Titov A.V. (2013), the life cycle of
innovations starts with a cumulative storage of the innovative resource (welfare). The achievement of a
certain critical level of this resource generates a qualitative switch to the exponential growth of the
innovative process [4]. It indicates the connection between the current innovative activity and current
growth trends, which shows the possibility for further socio-economic growth. The results of the
analyses regarding growth potential of young (innovative) firms (Almus M.; Nerlinger E. A.; Steil F.,
1999) show, that innovative firms achieve significantly higher growth rates compared to non-innovative
firms [5]. Positive effects on the growth rate can be found if the firm has links to external firms that can
act as potential capital and/or know-how providers. Previous research suggests that being innovative can
be a step toward realizing socio-economic growth, but being successful on the global market and
achieving national economy growth are contingent upon a significant meagre of determinants as well
(Uddenberg A., 2015) [6].

Uninvestigated parts of general matters defining. However, despite numerous achievements in
the field of innovative activities and socio-economic growth, there are various points of views at the
peculiarities of innovative activities determinants. According to the above mentioned information, more
research is needed to understand why some innovative entities and national economies grow while others
do not. Innovation should most likely be viewed in consideration with several determinants, and should
therefore be studied in the broader context of national socio-economic growth. Despite significant number
of scientific investigations in the area of innovative activities and socio-economic growth, there are a lot of
issues, which need further development. One of such issues is the study of main innovative activities
determinants. On the other hand, innovative activities are not the single indicator of such determinants
effectiveness. According to our point of view, innovative activities have primarily internal focus, but it
requires further developing, which is manifested within socio-economic growth.

The research objective. The purpose of current article is to determine different approaches to
define both innovative activities and socio-economic growth, considering the nature of innovative
activities and different determinants on theoretical as well as on the empirical levels. The research
includes some theoretical points of views, which makes it a useful mean for their further understanding
and practical implementation.

Comprehensive approach considering determinants of innovative activity and socio-
economic growth. Innovative activities are differentiated according to the types and nature of
innovations, which are mostly used or produced in national economy. There are a lot of external and
internal determinants affecting product innovations, business process innovations or their combination.
In particular, Acs Z. and Audretsch D. (1989) consider business entities size and structure, technological
advance, market concentration among the determinants of innovative activities [7]. These measures
have involved either some measures of an input into innovative process, such as R&D or else a proxy
measure of innovative output, such as patented invention (Fig. 1).

Business entireties Technological Market
size and structure + advance + concentration

---------------- S~ T
-7 Innovative input el
< Innovative process .
[ el Innovative outout ~______-----"" ]
[ Innovative activities ]

Fig. 1. Determinants of innovative activities (micro approach)
Source: considered by authors.
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Hereby, results from earlier studies demonstrate a strong and consistent association between
micro economic determinants and innovative activities. But above mentioned points of views are pretty
limited and do not include some important determinants for innovative activities and further socio-
economic growth. Despite of this, on the next step of our research we observe other approaches. For
instance, the practical researches of PWC’s experts pay attention mostly to the internal determinants,
including: strong visionary business leadership (26 out of 103); having the right culture to foster and
support innovation (26); the willingness to challenge managerial norms and take risks (9); collaborating
with customers (9); having a capacity and capability for creativity (9); the ability to capture ideas
throughout the organisation (9); being able to locate and train the right people (5); collaborating with
suppliers (2); being able to secure the right levels of funding (1); use of new tech (such as social media)
to support innovation (1); none/don’t know (4) (first choice, PWC, 2016). Therefore, the first factor of
innovative activity mostly has the internal origin. The same tendency we also observe by indication of
Top — 3 innovative activities components, namely: having the culture to foster and support innovation
(57 out of 291); strong visionary business leadership (44); the willingness to challenge managerial
norms and take risks (37); the ability to capture ideas throughout the organisation (31); having a
capability for creativity (31); collaborating with customers (30); being able to locate and train the right
people (26); use of new technic (such as social media) to support innovation (11); collaborating with
suppliers (11); being able to secure the right levels of funding (9); none/don’t know (4) (Top-3 factors,
PWC, 2016).

At the same time, among the determinants stopping innovative activities, most entities choose
the internal and external ones, namely: financial resources (43 out of 176); existing managerial culture
(41); lack of talent (30); political and regulatory factors (21); inadequate technology (18); nothing is
stopping me from being innovative (14); weak governance/leadership (9) (PWC, 2016) [8]. The
combination of internal and external determinants is mentioned in the context of socio-economic growth
researches. However, the connection between innovative activities and socio-economic growth
ambitions are represented in the works of Baum J., Locke E. (2004), Shane S., Locke E., Collins C.
(2003), Delmar F., Wiklund G. (2013) [9 - 11]. Motivation is necessary but not a sufficient condition.
Therefore, we agree with Uddenberg A. (2015), who suggests, that innovative activities and innovative
products make the basis for socio-economic growth [6]. The generalizability of much published
research on this issue is problematic. For instance, some authors focus their attention on the following
factors, which influence the innovative activity: industry maturity, customer needs and expectations,
technological opportunities, investment attractiveness, intensity of competition, business size, origin of
ownership and export orientation [12—18].

The most of above mentioned determinants have only been carried out in the area of innovative
activity. However, much of the research up to now has been descriptive in determinants both of
innovative activities and socio-economic growth. For instance, those are in connection with the business
size. However, the debate about the potential of innovative startups and other small firms for
employment creation started long ago with the work of David Birch in the late 1970s (Birch D., 1979),
and since then it has become one of the determinants of socio-economic growth [19]. Examples of
researches of business size impact on socio-economic growth include Swedish experience Arvanitis S.
(1997) [20]. The study has attempted to explain a model of innovation behaviour, concerning business
size as an additional explanatory variable, an analysis of the relation between R&D expenditures and
business size in total manufacturing and in several industries, as well as exploration of the size-
dependence of model variables at the national level.

Central to the entire socio-economic growth research of Jaffe A. and Trajtenberg M. (2002) is
the concept of «managerial skills and aspirations». The authors hypothesized and found that managers
with higher aspirations for growth also achieved higher levels of growth, but both their aspirations and
realized growth are enhanced by more human capital (such as education and experience), access to
financial capital and dynamism in the environment [21].

Determinants of socio-economic growth have being studied by Oakey R. (1993, 1994), Storey
D. and Tether B. (1996) and Nerlinger Ch. (1998) concerning new technologies as the primary source of
new employment and the engine of technological change and socio-economic growth [22—25]. Thus,

449



technological changes play a vital role in the socio-economic growth. However, a wide range of
investments is essential for a wide range of technologies development. In particular, Brissimis S. and
Kosma T. (2005), Link R. and Bozeman P. (1991) assume that business finances investment in process
innovation from its own resources, including using a proportion of its output, in order to abstract from
the bureaucratic constraints influence [26—30].

Empirical model. Due to practical constraints, this paper cannot provide a comprehensive
review of internal and external determinants impacts in the context of socio-economic growth. The
final section of current research provides the possible correlation between internal and external
socio-economic growth determinants:

I +1(z)+E — (IA) > SEG,

Il - X,

E—vy, (1)
X+y— A

To further examine the socio-economic growth (SEG) determinants, SEG is assumes to be
dependent on the innovative activities (I1A). 1A is measured as the result of internal determinants (1),
internal derivatives (lg) and external determinants influences. The internal determinants are nearing
to x, at the same time the external determinants are nearing to y. The sum of x and y is nearing to A,
which means the optimal ratio of influences for innovative activities and socio-economic growth.

To determine and better understand the effects of innovative activities determinants on
socio-economic growth, three different approaches are defined within the current research (Fig. 2).

(a)- exchangeable approach

SEG
. ' A
{ 1(e)+ IA
N
(b)- progressive approach SEG_
IA
A
1 (c)+l N
/\/T_
/\/v E

(c)- regressive approach

N S
i\-

Fig. 2. Determinants of socio-economic growth
Source: considered by authors.
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For the purpose of analysis three different approaches are developed. However, in the case of
negative results from innovative activities, the above mentioned approaches are not fully realistic.
Thus, the combined approach is defined (Fig. 3).

Internal determinants
Business size, internal technical opportunities, investment attractiveness of the economy, managerial
ambitions, internal managerial conditions.

[ Rearessive approach J [ Exchangeable approach ] [ Proaressive approach ]

External determinants
Market concentration, technical opportunities, state investment attractiveness, customer needs and
expectations, market conditions, intensity of competition.

[ Rearessive approach ] [ Exchangeable approach ] [ Proaressive approach ]

Fig. 3. Combined approach to determinants of innovative activities concerning
socio-economic growth
Source: considered by authors

Conclusion. In summary, the current research has shed the light on the different approaches
to define the determinants of innovative activities and socio-economic growth. Overall, there seems
to be some evidence to indicate that external determinants, including influences on the state and
global levels, are among the most important for innovative activities.

Thus, the current research seeks to assess the impact of external determinants at socio-
economic growth through their influence on internal (business) determinants. Taken together, these
results suggest that there is an association between socio-economic growth and the development of
innovative activities determinants. The combination of findings within three different approaches
provides some support for the conceptual premise that socio-economic growth tendencies are
constantly changed. In particular, these changes are results of different ways of variable nature
innovative activities determinants combinations. The internal and external determinants are
measured as partly substitutes within the exchangeable approach. The progressive approach
describes a situation, when innovative activities are held within the internal and external
determinants simultaneous development, which lead to socio-economic growth.

However, due to practical constraints, there are some limitations of our research. Several
questions remain unanswered at present.

Further research should be undertaken to investigate the possible innovative activities both
on the micro and macro levels. Understanding the influence of determinants on innovative activities
and socio-economic growth is important for designing the further innovational tactics and strategy
both for entities and the whole national economy. Therefore, our research has the prospects of
further development, including the possibility of considering innovative activities as the basic
determinant of socio-economic growth and appropriate application of such points views within
national economy.
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