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MANAGEMENT EFFICIENCY ANALYSIS OF
INNOVATION PROCESS IN THE FINANCIAL AND
ECONOMIC ACTIVITIES OF IT SPHERE
ENTERPRISES

ABSTRACT

The purpose of the article is to substantiate the priority of increasing the management
efficiency of innovative process of IT sphere as a factor contributing to the Ukraine’s
economic growth taking into account the current opportunities and limitations.

The study substantiated that maintaining a competitive advantage in the innovation
space through the development of digitalization processes in Ukraine requires continu-
ous improvement of the management of the innovative process in the IT sphere, and
increasing the efficiency of implementing new technical, organizational and marketing
solutions. It is shown that under the influence of an unstable external environment,
there is a need to develop and implement a management system that would provide an
opportunity to obtain competitive advantages in the IT sphere and maintain a compet-
itive position of the Ukrainian IT business in the market. The priority of development is
long-term growth, the driving force of development is innovation and modern technol-
ogies, as well as highly qualified human and institutional capital. At the same time,
traditional factors of production (land, natural resources, labour) are losing their im-
portance. The basic priorities of managing the innovation development of the IT sphere
have been determined. The implementation of an innovation policy in the IT sector of
Ukraine, based on the current opportunities and constraints, will ensure a systematic
and sustainable increase in the efficiency of innovative development in this area and
will contribute to the increase of the national economy of Ukraine.

The results of the study should be implemented for the development of the theory and
methodology of innovative development at the macro- and meso-levels, as well as in
stimulating model of innovative process in Ukraine based on the status of its leading
economic sectors, in particular, the IT sphere.

Keywords: innovations, national economy, financial and economic activities, IT sphere,
development priorities, management efficiency, management of the innovation process

JEL Classification: E62, M15, 031, 032

INTRODUCTION

The managerial aspect of ensuring the recovery and development of the Ukrainian econ-
omy covers a wide range of scientific, methodological, scientific and practical issues
closely related to innovation, ranging from the management of innovation design to the
management of the implementation of scientific developments in production [1; 2].
Compensation for the damage caused by russia's military aggression against Ukraine,
restoration of the most vulnerable sectors of the economy and increase in production is
currently an important management task at the state level. In this context, it is im-
portant to identify priorities for the development of the state's economy, which should
ensure the consistency and permanence of such development, taking into account the
existing realities.

At the same time, given the macroeconomic aspect of the problem of ensuring the
development of the state's economy, it is necessary to take into account the need to
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form an effective regulatory toolkit in relation to the identified priority areas and directions of economic activity in the
country. This requires purposefulness and reasonableness in the formation and implementation of the country's socio-
economic development strategy, justification and implementation of tools aimed at increasing the competitiveness of the
national economy in the world market, ensuring coherence of interests of economic participants, in particular, those related
to the development, implementation and dissemination of innovations.

Given that in the modern business environment, innovations are increasingly considered by scientists and practitioners as
one of the key priorities of economic development [13], attention is increasingly being paid to the problems of managing
the innovation process in the sectors of the economy where innovative products are basic, in particular, in the IT sector.
The ability to develop, implement and disseminate innovations, primarily technological, but also managerial, organizational
and other, is crucial for the development of economic entities in this area, their competitiveness, ability to adapt to chang-
ing market conditions, and create high-tech IT products and services in demand by the market [3]. Under these conditions,
for IT companies, significant investments in innovation activities are accompanied by high risks of irrational resource
consumption [22] and therefore are characterized by a high potential for reducing profitability and incurring losses in the
event of ineffective management of the innovation process and the activities of the enterprise as a whole, which actualizes
the need to study the key aspects of the effectiveness of the innovation process in this area.

Thus, it is relevant to consider the innovation process in the IT sphere as a separate object of managerial influence, the
efficiency of management of which significantly affects the sustainability and dynamics of the country's economy in modern
conditions, taking into account internal and external trends in the development of this sphere, current limitations and
opportunities inherent in this sphere and the country's economy as a whole. This context of forming the foundations of
economic development, along with the need to systematize the organizational and methodological foundations of manag-
ing the innovation process in the IT sphere, and consideration of the financial and investment aspects of this issue,
determined the relevance of the topic of this article, its purpose and the tools to be used in the study.

LITERATURE REVIEW

In the realm of innovation within the IT sector, the financial dimension plays a critical role in driving the development of
both enterprises and the national economy. While existing research has delved into the essence, sequence, and structure
of the innovation process, a more in-depth exploration of its financial intricacies is warranted. This financial dimension
encompasses aspects such as investment, funding, and resource allocation, all of which are instrumental in the success of
innovation initiatives.

Research on the management of the innovation process in the IT sphere not only provides insights into the essence,
sequence, and structure of this phenomenon but also sheds light on its financial dimensions. Notably, these aspects are
well-documented in works such as [14; 15]. Coverage of this issue in the works of modern scholars and practitioners
makes it possible to identify the conditions and factors that contribute to the improvement of economic results at the
micro, meso and macro levels and, thus, to realize the potential of using innovations in the IT sphere as a factor of
economic growth of the country. To a large extent, this is facilitated by the coverage of the prospects for the development
of the Ukrainian IT sector and consideration of the financial and investment aspects of this issue in works such as [9].
Scientific papers [3; 15] also show how it is proposed to improve the innovation process at the level of IT enterprises in
order to realize their innovation potential and improve performance in the medium and long term.

It is also worth noting the successful attempts to analyze the impact of the digital economy on the country's economic
development, in particular in [12], this study highlights the impact of specific factors of digitalization on macroeconomic
and meso-economic drivers of development in a fairly structured manner. Based on the works that study the impact of
technological innovations on economic development, such as [25; 26], it is advisable to structure the available tools and
approaches at different levels, some of which are appropriate for use in the IT sector of Ukraine. The financial models,
they propose, aid in the planning and execution of innovation projects. However, it is crucial to acknowledge the limitations
of these models in capturing the full complexity of financial realities. The real world is influenced by myriad financial
factors, and predicting the financial outcomes of innovation projects can be challenging.

Modern researchers agree that the assessment of the factors of economic development of the country should be based on
a model that reflects the parameters and resource basis for the implementation of a particular innovation project [25; 301].
At the same time, such a model, although used to obtain and process relevant information about the project, cannot fully
reflect reality and become the basis for an absolutely reliable forecast of the development of the innovative, financial and
investment indicators within the planned strategy or program, since reality is too complex to assess, and the model only
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partially represents reality and does not fully take into account all possible changes in the internal and external environ-
ment.

At the same time, the publications of Ukrainian and foreign researchers for this specific business area - IT business and
consideration of the innovative, financial and investment aspects of this issue - do not pay sufficient attention to the
problem of substantiating the link between the development of the national economy of Ukraine and the improvement of
the efficiency of innovative, organizational and management activities in the IT sector and identifying key priorities for
such development. To a large extent, this issue is considered primarily as a generalized fact, in particular, in [20; 26],
which is quite understandable and obvious, without the necessary justification in the context of global and regional (Euro-
pean) trends, the realities of the current stage of development of the IT sphere of Ukraine and the problems of this
development.

Nonetheless, improving the management of the innovation process in the IT sector, with a specific focus on its financial
aspects, serves as a pivotal subject of scientific research and practical value. This emphasis holds relevance at the micro
level (for IT companies), and at the meso (IT sector) and macro levels (national economy). These points actualize the
context and discussion regarding, on the one hand, the relationship between Ukraine's economic development and the
development of the IT sector as one of its priority industries, and, on the other hand, the framework, principles, and
objectives of using the tools that, in the author's opinion, will help improve the management of the innovation process in
the IT sector.

AIMS AND OBIJECTIVES

The aim of this article is to substantiate the priority of increasing the efficiency of the innovation process in the IT sphere
as a factor contributing to the development of the national economy of Ukraine under current conditions and based on the
current opportunities and limitations.

Achieving the research goal is associated with the following tasks:

= a meticulous analysis of current global and Ukrainian conditions and trends in the innovation process, with a particular
focus on their financial aspects;

= thoroughly identifying opportunities and limitations for enhancing the financial and operational efficiency of the in-
novation process;

= providing substantiated priorities for the effective management of the innovation process within the IT sphere, with
the explicit aim of propelling economic growth within Ukraine.

METHODS

The theoretical basis for the research carried out in the course of work on the article was the key provisions of modern
economic theory and modern concepts of innovative development at the global and macro levels, which are covered in
the scientific works of leading scholars of the world. To achieve the tasks set out in the article, a system of general scientific
and special methods of studying processes and phenomena in their interconnection and development was used: induction,
deduction, analysis, synthesis, and dialectical - in identifying specific features of strategic innovative development of the
IT sphere in Ukraine; abstraction, generalization, systemic, functional - in developing a strategy for the development of
the IT sphere in Ukraine and forms of its practical implementation. The article uses conceptualization as an approach that
allows achieving the complexity effect of the system of development priorities as the main results of the study.

RESULTS

Economic development is a long-term process of change that occurs in the economy, including quantitative changes related
to production growth, employment, investment, capital formation, income, consumption and other economic variables,
which characterize the economy from the quantitative side (economic growth), and accompanying qualitative changes
(changes in social organization) and structural changes.

The innovative activity of enterprises and other entities is carried out in the specific institutional conditions existing in a
given country. This opinion is expressed in the definition of B. Lundvall, who states that "...the national innovation system
is created through institutions and economic entities that determine the pace and direction of technological change in
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society" [16]. In the innovation process, economic relations between the inventors of innovations, i.e. resource owners,
and consumers of innovations are realized in terms of their production, use and resource provision of the process partici-
pants [3]. In this regard, the organizational structure of innovation management should be seen in the economic relations
between all participants in innovation activities.

We believe that in order to ensure the development of the national economy under the influence of external factors (the
key ones being globalization, internationalization, transnationalization), there are:

= identification of key economic sectors, areas of activity, economic entities, the development of which will most con-
tribute to the development of the country's economy as a whole, taking into account global economic trends;

= selection of optimal development options in relation to the existing economic potential of key sectors of the economy
of a particular country and external conditions and financial potential;

= identification of target market areas (segments or niches) for the implementation of the selected development op-
tions, or the formation of new target markets.

At the same time, the consolidation of economic potential and economic development are extremely problematic without
security, political and economic stability, as well as open markets. In the context of Ukraine, which at this stage is in a
state of war unleashed against our country by the russian federation, it is important to assess which elements of innovation
systems at different levels have the best chance of survival and development both in the context of active hostilities and
in the process of post-war recovery. The adequacy of such an assessment depends on the validity of positions on resource
needs at this stage and in the future with respect to key participants in these systems (in particular, enterprises, educational
institutions, and the state), their readiness to create, implement, and disseminate innovations, technology transfer, and
their current and expected competitive positions in international markets.

In developed economies, the IT sector is considered to be one of the high-tech sectors of the economy characterized by
the highest degree of utilization and the greatest dependence on the so-called specialized factors of production [14; 15;
20]: knowledge and human capital. In the case of the IT business, these factors are constantly reproduced, which not
only makes it possible for individual enterprises to be competitive but also has a positive impact on the environment
(traditional sectors of the economy, the level of science, technology, engineering, etc.) On the other hand, the IT sector
requires continuous intensive innovation, as well as high research and development expenditures, and is characterized by
certain sectoral features. The most important of them are [8; 9; 26]:

= high capital investment (8% or more of the value of sales of IT products (services);

= high creativity, innovation, entrepreneurship, knowledge intensity and flexibility;

. high cash outlays and high investment risk;

= the rapid diffusion of IT innovations;

= rapid depreciation of developed and applied technologies;

= close scientific and technical cooperation and extensive partnerships;

. high flexibility of organizational structures;

= independence and autonomy of employees with knowledge and developed, often unique, competencies;

. information intensity (growth in the amount and diversity of information collected and transformed).

In our opinion, the rapid development of new-generation communication networks, provision of consumers with "portfo-
lios" of complex high-tech goods and services (for example, telecommunication services), development of the regulatory
sphere, and increased competition in the domestic and foreign markets are the factors that necessitate the development
and introduction of new effective approaches to managing innovation in the Ukrainian IT sector, optimization of the con-

sumer value of IT products (services), in order to realize the potential of this sector as a factor of development of the
national economy of Ukraine [13; 22].

The Information Technology (IT) sector has rapidly evolved into a key driver of economic growth in many countries,
including Ukraine. One of the key financial aspects of managing innovation in the IT sector is the decision to invest in
various innovation projects. Making the right investment decisions is critical in driving innovation. Investors, business
analysts, and managers must have a deep understanding of the risks and opportunities associated with specific projects.
They need to evaluate potential returns on investment, the timeframe for realizing these returns, and the competitive
advantages that innovative projects can provide. Financial decision-making in IT innovation involves:
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= startups and financial challenges. Startups are the lifeblood of the IT sector. Many innovative ideas and breakthrough
technologies originate from startups. However, startups often face financial constraints. They need to secure initial
funding to develop their ideas and bring them to market. Effective financial planning and decision-making are essen-
tial for startups to navigate these challenges. This section will explore the financial aspects of supporting innovation
within startups, including strategies for securing initial funding and managing cash flow effectively;

= government initiatives and financial support. Governments worldwide recognize the economic importance of the IT
sector and often provide financial support and incentives for innovation. This support can take the form of research
grants, tax incentives, or direct investments in research and development projects. Analyzing the effectiveness of
government programs in fostering innovation in the IT sector is crucial. This section will evaluate the impact of
government financial support on IT innovation and economic growth;

= investor activity in the IT sector. Investor activity plays a significant role in funding IT innovation. Venture capital
firms, angel investors, and corporate investors all play a part in providing the necessary financial resources for inno-
vative projects. Understanding the trends in investor activity, including the types of projects they support and the
expected returns on investment, is crucial for both IT companies and policymakers.

Current trends in the global economy reflect the processes of globalization and the development of science and technology,
the formation of the information society, and the impact of crisis phenomena on the global and local economies. These
processes, against the general background of a decline in consumer demand for traditional goods and services, lead to
increased competition between enterprises of high-tech sectors of the economy (in particular, the IT sector) for markets
for goods and services, which necessitates the formation of effective innovation strategies as a system for realizing the
competitive potential of these sectors.

Thus, according to Statista [11], global information technology spending amounted to USD 4.26 trillion in 2021 and is
expected to grow to approximately USD 4.43 trillion in 2022. IT and communications services account for the largest share
of expenditures, receiving the largest amounts of investment, as they form a set of various basic services and tools that
remain the foundation for the vast majority of business functions of modern enterprises (Figure 1).
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Figure 1. Expenditures on information technology worldwide from 2012 to 2023 (forecast) by segments (in billions of USD). (Source:
according to [11])

Spending on various IT segments is forecast to increase, accelerating the digital transformation of the economy, which
includes the use of artificial intelligence, process automation, and moving data to the cloud. These processes are being
strengthened by strategic investments in innovation and development.

Characterizing the performance of the IT sector in Ukraine, according to the available data, it should be noted that the
dynamics of income of economic entities in this sector is unstable, which is, at the same time, due to the influence of
primarily external, crisis factors (the global economic crisis of 2008, socio-political instability and the beginning of russia's
military aggression against Ukraine in 2014, the spread of russia's military aggression in Ukraine in 2022). In general,
during the inter-crisis periods, the country's IT sector was characterized by significant positive values of the dynamics of
profitability growth (Figure 2).
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Figure 2. Revenue growth of the information technology market in Ukraine from 2009 to 2022. (Source: according to [10])

Characterizing the overall innovation of Ukraine's economy as the basis for ensuring the sustainable development of this
economy, it is necessary to provide data on the value of the innovation index in Ukraine (which in 2021 amounted to 29.8)
and its components (Figure 3).

Intellectual assets
Connections
Attractive research systems
Finance and support
Use of information technology
Environmental sustainability
Overall (final innovation index)

Figure 3. Innovation Index in Ukraine in 2022 by Components (100% EU average), % relative to the average European level. (Source:
based on [6])

category

The values of the components of this index show that digitalization, which characterizes to some extent the activities of
the IT sector in the country, had a significantly better impact on the national innovation process and the country's inno-
vation system than the other sectors (72.0 vs. 29.8 on average). At the same time, such characteristics of the IT sector
as "use of information technologies" (23.4) and intellectual assets (9.8) were slightly below average.

Given the development of the innovation systems of European countries and due to European integration processes, which
are a priority for the development of the Ukrainian economy and determine the state and trends of the competitive field
in which it is currently operating (based on the Association Agreement with the EU and agreements on opening EU markets
to Ukraine during the war) and into which the national economy plans to actively integrate, we will analyze the innovation
index of the Ukrainian economy in relation to such indicators for other European economies. Thus, Figure 4 shows the
composite index of innovation in European countries in 2021 (relative to the European average, taken as 100%).

According to Figure 4. Ukraine has the lowest level of the index among all European countries in the ranking. This level is
characterized by a downward trend over the past seven years (from 39 to 30%), as shown in Figure 5.

Under the influence of the external environment, there is an economic need to develop and implement a management
system that would enable the implementation of new ways to gain competitive advantages in the IT sector of Ukraine and
maintain the competitive position of Ukrainian IT business in the market. First of all, long-term growth is becoming the
most important factor of development; along with physical capital, the driving force of development is innovations and
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modern technologies, highly qualified human capital (productive social and intellectual capital) and institutional capital,
which are necessary for the implementation of innovative ideas. Traditional factors of production, such as land and natural
resources or labour as an unskilled personalized resource, are losing their importance.

Therefore, the effectiveness of IT management, which is a factor in the development of the national economy of Ukraine,
depends on a number of factors that determine the problem field, as well as the direction of management influence, which
will contribute to the formation of the foundations of innovative development [22]. The basic priorities for ensuring the
effectiveness of the innovation process in the IT sphere as a factor contributing to the development of the national econ-
omy of Ukraine in modern conditions, based on the current opportunities and limitations, include the following (Figure 6).
At the same time, the development of the IT sphere in Ukraine is subject to certain constraints, a list of which is also
presented in Figure 6.
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Figure 4. Consolidated Innovation Index in European countries in 2021 and 2022 (EU = 100) in general. (Source: based on [5, 7])
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Figure 5. European Innovation Rating, Ukraine's data for 2014-2022 (EU average - 100%). (Source: based on [4, 5, 7])
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Figure 6. Priorities for managing the innovative process in the financial and economic activities of IT sphere enterprises to promote
Ukraine’s economic growth.

DOI: 10.55643/fcaptp.6.53.2023.4207 103



https://fkd.net.ua/
https://www.fta.org.ua/

®IHAHCOBO-KPEAUTHA AIAMbHICTb: MPOBSIEMW TEOPIT TA MPAKTUKM
Tom 6 (53), 2023

In the context of managing innovative development in the IT sphere, the assessment of financial efficiency and perfor-
mance is a crucial element. Measuring financial efficiency provides:

= Return on investment (ROI). Return on Investment (ROI) is a central metric for evaluating the financial efficiency of
innovation projects in the IT sector. It measures the ratio of net gains to the total investment cost. A high ROI
indicates that the financial resources invested have been effectively leveraged to generate returns. ROI analysis
allows IT companies and investors to prioritize projects that promise the best financial outcomes. This section will
discuss the use of ROI as a financial benchmark and its role in decision-making;

= Cost-effectiveness. The concept of cost-effectiveness goes beyond ROI and delves into the efficiency of resource
utilization. It involves a comprehensive assessment of costs incurred versus the value generated. Cost-effectiveness
analysis considers factors such as resource allocation, time efficiency, and the overall economic benefit. In the IT
sector, understanding cost-effectiveness is essential in optimizing the allocation of financial resources across various
innovation initiatives;

= Budget adherence. Budget adherence is a fundamental aspect of financial efficiency. It involves monitoring and
controlling project expenditures to ensure they align with the allocated budget. Effective budget adherence is a
hallmark of sound financial management, as it prevents cost overruns and financial waste. This section will explore
strategies for maintaining budget adherence in innovative IT projects.

Risk management and financial resilience:

= Risk assessment and mitigation. Innovation projects, by their nature, carry inherent risks. Financial decisions in the
IT sector must account for these risks. Risk assessment involves identifying potential threats to the success of an
innovation project, whether they be technological, market-related, or financial in nature. Once risks are identified,
mitigation strategies are implemented to minimize their impact. Understanding risk and effectively managing it is an
integral part of financial efficiency;

= Financial stability in uncertainty. The IT sector is dynamic and subject to rapid changes in technology and market
conditions. Maintaining financial stability in times of uncertainty is a significant challenge. This involves having ade-
quate financial reserves, diversifying financial investments, and adapting quickly to changing circumstances. Financial
stability ensures that innovation projects can continue even when faced with external disruptions or market volatility.
This section will explore the role of financial resilience in managing innovation in the IT sector.

Key Performance Indicators (KPIs). To assess financial efficiency and performance, various Key Performance Indicators
(KPIs) are utilized. KPIs provide specific, measurable indicators of financial success and help stakeholders make informed
decisions:

= Innovation expenditure ratio. This KPI measures the proportion of an IT company's budget allocated to innovation
activities. A high innovation expenditure ratio indicates a strong commitment to innovation, but it should be balanced
with adequate returns on these investments;

. Revenue growth rate. The revenue growth rate measures the increase in a company's income over a specific period.
It is a fundamental KPI to evaluate the financial performance resulting from innovation. Sustainable innovation should
ideally contribute to revenue growth;

. Innovation project payback period. This KPI calculates the time it takes for an innovation project to recoup the initial
investment. A shorter payback period is generally more favourable as it represents a quicker realization of financial
returns.

In the IT sector, managing financial efficiency and performance in the context of innovation is a multifaceted process.
Effective use of financial resources, risk management, and adherence to budgets are essential for ensuring that innovation
initiatives yield significant financial returns. Key Performance Indicators provide measurable insights into financial out-
comes, helping IT companies and investors make informed decisions to support innovation. Overall, financial efficiency
and performance are integral components of sustainable innovation in the IT sector, contributing to both company success
and the sector's continued growth and development.

Efficiency in financial and economic activity is crucial for the success and sustainability of IT companies. The criteria for
evaluating the efficiency of financial and economic activity in the IT sector can be multifaceted and may include the
following:

1.  Profitability Metrics:

= Return on Investment. Measures the return on financial investments made in IT projects;
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10.

11.

12.

13.

14.

= Gross Profit Margin. Indicates the profitability of IT services or products by measuring the difference between
revenue and the cost of goods sold;

= Net Profit Margin. Evaluates the overall profitability of the company by measuring net income as a percentage
of revenue;

Cost Management:

= Cost Control. The ability to manage and minimize operating and production costs;
= Cost-to-Income Ratio. Measures the efficiency of cost control relative to the company's income;

Revenue Growth:

= Year-over-Year Revenue Growth. Measures the annual increase in revenue, reflecting the company's ability to
attract new clients and expand services;

Efficient Resource Utilization:

= Resource Allocation. The efficient allocation of human resources, infrastructure, and technology to projects;

= Resource Turnover. Measures the effectiveness of resource allocation by tracking how quickly resources are
utilized and turned into revenue;

Cash Flow Management:

= Cash Flow from Operations. The ability to generate cash from core business activities, indicating liquidity.
= Working Capital Management. Efficient management of working capital to meet short-term financial obligations;

Return on Assets. Measures how effectively a company uses its assets to generate profit.
Return on Equity. Evaluates the efficiency of using shareholders' equity to generate income.
Debt Management:

= Debt-to-Equity Ratio. Measures the balance between debt and equity financing, indicating financial risk;
= Interest Coverage Ratio. Assesses the company's ability to meet interest payments on debt obligations;

Client and Project Management:

= Client Retention Rate. The ability to retain and expand existing client relationships;
= Project Completion Rate. Measures the efficiency of project delivery, considering time and budget constraints;

Innovation and Research & Development (R&D) Efficiency:

= R&D Investment. The allocation of resources to innovative projects that lead to competitive advantages;

= Innovation-to-Revenue Ratio. Measures the proportion of revenue generated from innovative products or ser-
vices;

Market Position and Competition:

= Market Share Growth. Evaluates the company's ability to gain market share in a competitive environment;
. Competitive Benchmarking. Comparing the company's financial performance with industry peers;

Customer Satisfaction and Quality:

. Customer Satisfaction Surveys. Feedback from clients on the quality and value of services;
= Defect and Issue Rates. Evaluating the efficiency of delivering high-quality products and services;

Regulatory and Compliance:

= Adherence to Regulations. Ensuring compliance with legal and industry-specific regulations and standards;
= Risk Management. Assessing the company's ability to mitigate risks associated with non-compliance;

Sustainability and Environmental Impact:

= Environmental Responsibility. Evaluating the company's efforts in reducing its environmental footprint and im-
pact;
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15. Corporate Social Responsibility (CSR). Assessing the company's commitment to ethical and responsible business
practices;

16. Employee Productivity and Satisfaction:

= Employee Turnover Rate. Measuring employee retention and satisfaction;
= Productivity Metrics. Assessing the efficiency of employees in contributing to the company's financial goals;

17. Investor Relations:

= Stock Performance. The performance of the company's stock in the market;
= Dividend Yield. The company's ability to provide returns to shareholders through dividends.

These criteria, among others, can be used to assess the financial and economic efficiency of IT companies. The specific
criteria that are most relevant may vary depending on the company's size, industry niche, and strategic goals. It's important
for IT companies to regularly analyze and monitor these criteria to ensure their financial and economic activities remain
efficient and aligned with their objectives.

XYZ Tech Solutions Inc. is a medium-sized IT company that specializes in providing software development services and IT
consulting. Here, we'll assess their financial and economic efficiency using the criteria mentioned.

1.  Profitability Metrics:

= ROI: XYZ Tech invested USD 500,000 in developing a new software product. After a year, it generated a net
gain of USD 150,000. The ROLI is calculated as (USD 150,000 / USD 500,000) * 100% = 30%.

= Gross Profit Margin: The company's total revenue for the year was USD 2,000,000, and the cost of goods sold
(COGS) was USD 800,000. Gross Profit Margin is (USD 2,000,000 — USD 800,000) / USD 2,000,000 = 60%.

2.  Cost Management:

= Cost Control: Operating costs for the year were USD 600,000, showing efficient cost control.

= Cost-to-income Ratio: The cost-to-income ratio is 30%, indicating that 30% of the company's income is allocated
to covering expenses.

3. Revenue Growth:

= Year-over-Year Revenue Growth: XYZ Tech experienced a 15% increase in revenue compared to the previous
year.

4. Efficient Resource Utilization:

. Resource Allocation: The company's skilled workforce completed 10 major projects, each generating an average
of USD 100,000. The resource allocation was effective.

= Resource Turnover: On average, resources were utilized within 60 days, contributing to efficient cash flow.
5. Cash Flow Management:

= Cash Flow from Operations: The company generated USD 400,000 in cash from its core business activities,
ensuring liquidity.

= Working Capital Management: The company maintained a positive working capital position, covering short-term
obligations.

6. Return on Assets (ROA):

= XYZ Tech had total assets of USD 2,000,000, and it generated a net income of USD 300,000. The ROA is (USD
300,000 / USD 2,000,000) = 15%.

7. Return on Equity (ROE):

= The company's shareholders' equity is USD 1,000,000, and it generated a net income of USD 300,000. The ROE
is (USD 300,000 / USD 1,000,000) = 30%.

8. Debt Management:
= Debt-to-Equity Ratio: XYZ Tech has no long-term debt, resulting in a debt-to-equity ratio of 0.
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= Interest Coverage Ratio: The company's interest coverage ratio is infinite, indicating that it can easily meet
interest payments.

9. Client and Project Management:

= Client Retention Rate: 85% of existing clients continued to work with the company.
= Project Completion Rate: 90% of projects were completed within the planned time and budget.

10. Innovation and Research & Development (R&D) Efficiency:

= XYZ Tech invested 10% of its revenue in R&D, leading to the successful launch of a new product that contributed
20% of total revenue.

11. Market Position and Competition:
= The company gained a 5% increase in market share in the last year, outperforming key competitors.
12. Customer Satisfaction and Quality:

= Customer satisfaction surveys revealed a 90% satisfaction rate.
= The defect rate in software products was below 3%.

13. Regulatory and Compliance:
= The company adheres to all industry regulations and maintains an effective risk management system.
14. Sustainability and Environmental Impact:
= XYZ Tech implemented energy-efficient practices, reducing its carbon footprint by 15%.
15. Corporate Social Responsibility (CSR):
= The company actively participates in community development initiatives and supports local education programs.
16. Employee Productivity and Satisfaction:

= Employee turnover was 10%, indicating a high level of satisfaction.
= Employee productivity improved by 15% through training and development programs.

17. Investor Relations:

= The company's stock price increased by 25% in the last year.
= It pays a dividend with a yield of 3%.

In this example, XYZ Tech Solutions Inc. demonstrates efficient financial and economic activity across various criteria,
including profitability, cost management, client and project management, and innovation. These measures help assess the
overall health and efficiency of the company's financial and economic operations.

DISCUSSION

Gaining and maintaining a competitive advantage in the innovation space through the development of digitalization pro-
cesses in Ukraine requires continuous improvement of the management of the innovation process in the IT sector, as well
as increasing the efficiency of implementing new technical, organizational and marketing solutions. In view of this, the
search for and practical use of solutions in the IT sector that have not been used before is becoming an important goal of
many domestic IT companies. At the same time, the implementation of innovative solutions is fraught with a high level of
risk, which is especially relevant in the context of the war in Ukraine. This applies to both foreign and domestic (which are
extremely limited) resources for development.

At the same time, the high risks of the innovation process in the IT sphere are a consequence of the unpredictability of
the final results of the implemented innovative solutions, the difficulty of forecasting and controlling the costs of their
implementation, the loss of funding sources [17], the limited availability of relevant qualified personnel, the uniqueness of
the processes being implemented, and uncertainty about the future state of the security, legal, economic, technological
and social environment in the country. However, the specificity of innovation processes in the IT sector is such that the
identification process and the final set of risks may differ in each case. That is why, even in the current environment, a
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number of national IT businesses show good results and develop, focusing on the needs of both international and domestic
IT products and services markets.

In this context, a number of controversial issues arise as to what the system of management of innovative development
of Ukraine's IT sector should be like in order to ensure the development of the country's economy. Here, a number of
researchers are inclined to believe that such a model should be completely liberal, giving maximum freedoms and promot-
ing the independent development of this sphere [2; 12]. Instead, other researchers propose a more conservative approach,
justifying the need to stimulate the development of the IT sector in the country, create favourable conditions for the
implementation of IT projects and preferential conditions for financing the creation and dissemination of innovations [3;
13]. This discussion determines the place of this study as one that focuses on creating favourable conditions for the
development of the IT sector in Ukraine, while not involving the state in making specific decisions on financing individual
projects and programs, which may be associated with corruption and other additional risks. Such general conditions should
be based on the priorities for managing the innovation process in the IT sector identified in the article in order to promote
the development of Ukraine's economy, but not to disturb the balance of rights and interests of market players and
innovative enterprises operating in other sectors of the economy (whose development is also important for the country's
economy). That is, the scientific and practical solutions of this article reflect the specific needs of the IT sector, which
should be taken into account for the successful realization of its potential, and to a lesser extent actualize the uniqueness
of this sector and the need for unconditional support for its development by any means possible. Such means must be
balanced and justified, based on the needs and interests of society and the state, and take into account the capabilities
and needs of the country's IT sector and global organizational and technological trends in IT development.

The results of this study can be interpreted in the context of the fact that Ukraine is currently using the model of catch-up
development [23; 27], borrowing production and management technologies from leading countries. This is due to the
available, rather limited, opportunities for financing innovation, underdevelopment of the innovation infrastructure and
institutional framework for development, as well as problems of organization and management of innovation at the macro-
, meso- and micro-level. Instead, the potential for successful functioning of the national economy in the medium and long
term should be based on the realization of the need to move from catch-up economic development to development on a
high-tech innovation basis. It is the dissemination, scientific substantiation, development and adaptation to the conditions
of Ukraine of the ideas of innovative high-tech development, which is one of the key challenges of the modern innovation
economy, that is associated with the increasing role of knowledge, innovation and intangible assets in economic processes.
This requires the implementation of measures aimed at improving the efficiency of research activities, stimulating the
transfer of scientific achievements to economic practice, and their effective commercialization [21; 29].

An important area that should be given considerable attention is the creation of conditions under which the implementation
of specific innovation projects should be based on clear principles and priorities, including those outlined in this article.
Instead, the decisive factors of economic growth should be the scientific content of products and the intellectual potential
of human resources, which allows us to interpret the problem of resource support for the implementation of innovative
projects in the context of sustainable satisfaction of the interests of society [27] and is based on organically combined
systemic and integrated approaches.

In the IT sector, innovation is often the key to maintaining a competitive advantage. The financial efficiency metrics
discussed provide a framework for IT companies to identify and prioritize innovative projects that have the potential to
contribute significantly to their competitive positioning. By assessing ROI, cost-effectiveness, and adherence to budgets,
companies can make informed decisions. The IT sector is characterized by its rapid pace of change. New technologies,
market trends, and customer preferences can shift swiftly. Therefore, financial resilience and diversification of investments
become crucial. Having financial reserves and a diversified portfolio allows companies to adapt to changing circumstances.

CONCLUSIONS

Financial efficiency and performance metrics provide a roadmap for IT companies to navigate the complex landscape of
innovation. They help companies make informed decisions, manage risks, and ensure that their financial health is not
compromised by their pursuit of innovation. By striking a balance between financial efficiency and innovation, IT companies
can position themselves for long-term success and growth in a rapidly evolving industry.

A key factor in the effective management of the innovation process aimed at ensuring the development of the national IT
sphere under the influence of globalization, internationalization, and transnationalization, as well as under the influence of
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current conditions specific to the Ukrainian market (war and related security, economic, social instability and unpredicta-
bility) is to ensure effective actions to use the opportunities of the environment (including international markets) to create
and develop new market positions for the implementation of high-tech products.

The article presents a study of current conditions and trends in the development of the innovation process in the world
and in Ukraine. Opportunities, factors and limitations for improving the efficiency of the innovation process in Ukraine
through the development of the IT sector are identified. The basic priorities for ensuring the effectiveness of the innovation
process in the IT sphere as a factor contributing to the development of the national economy of Ukraine in modern
conditions are outlined. It is shown that under the influence of an unstable external environment, there is an economic
need to develop and implement a management system that would provide an opportunity to implement new ways to gain
competitive advantages in the IT sector of Ukraine and maintain the competitive position of Ukrainian IT business in the
market. The most important development priority is long-term growth, with innovations and modern technologies, as well
as highly skilled human capital (productive social and intellectual capital) and institutional capital necessary for the imple-
mentation of innovative ideas, as the driving force for development. At the same time, traditional factors of production,
such as land and natural resources or labour as an unskilled personalized resource, are losing their importance.

The results of the study of this article should be used in the context of studying the theory and methodology of innovative
development and implementation of the concepts of innovative development, which determines the direction of further
research. In particular, by substantiating specific tools, forms and methods of managing the innovation process that would
contribute to the development of the country's economy.

Prospects for further research in this area are to deepen and structure the tools for managing the innovation process in
the IT sphere, which can be applied to specific areas of activity, in particular, digitalization processes as drivers of innova-
tive economic development, or to areas that require special attention as limiting the potential of the country's innovative
development (use of information technology, intellectual assets).
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borgap 4., lNasnos B., KornotieHko T., Hazaposa K., opgorionos B., Hexwsa M.

AHANI3 EGEKTUBHOCTI YNPAB/IIHHA IHHOBALINHUM MPOLIECOM Y ®IHAHCOBO-
rocnogAPCbKIN AIANIbHOCTI NIANPUEMCTB IT-COEPU

MeTo0 AOCNIIKEHHS € 0BI'PYHTYBAHHS NPIOPUTETHOCTI NiABULLIEHHS eheKTUBHOCTI iHHOBaL|iiHOro npouecy B IT-cdepi sk
UMHHWMKA, LLIO CTPUSIE PO3BMTKOBI HaLliOHANbHOT EKOHOMIKM YKpaiHM 3 ypaxXyBaHHAM NMOTOUYHMX MOXJIMBOCTEN Ta OBMEXEHD.

Y pocnigkeHHi 06r'pyHTOBaHO, LLIO YTPUMaHHS! KOHKYPEHTHOI NepeBary B iHHOBALIMHOMY NPOCTOpPi YePE3 pO3BUTOK MpoLlie-
ciB UndpoBizaLii B YKpaiHi BUMara€e NocTiMHOrO BAOCKOHANEHHS ynpaBniHHS iHHOBaLiMHMM npolecoM B IT-cdepi, niasu-
LIeHHs1 epeKTUBHOCTI BNPOBAZKEHHSI HOBMX TEXHIYHMX, OpraHi3auiliHMX i MapKeTUHIOBMX pilleHb. MokasaHo, Lo 3a yMOB
BMN/IMBY HECTabiflbHOrO 30BHILLHBLOIO CepefoBuLLa ICHYE HEOOXiAHICTb PpO3pO6KM Ta BNPOBAAKEHHS CUCTEMU YMPaBAiHHS,
ska 6 HagaBana MOXJIMBICTb OTPUMAHHSI KOHKYPEHTHUX nepesar IT-cdepu 1 NiATPUMaHHS KOHKYPEHTHUX MO3WLii yKpa-
iHcbkoro IT-6i3Hecy Ha puHKy. MpiOPUTETOM PO3BUTKY BU3HAYEHO AOBrOCTPOKOBE 3pOCTaHHS, PYLLIMHOI CUIIOK — iHHOBaUl
¥ Cy4acHi TexHosOorii, @ TaKoX BUCOKOKBanichikOBaHWI NepCoHa Ta iHCTUTYLiNHKI KaniTan. BogHouac TpaauuiliHi hakTopu
BMPOBHMLTBA (3emMns, NpupoaHi pecypcn, pobova cuna) BTpayaloTb CBOE 3HAYEHHS. BM3HauyeHO npiopuTeTV ynpasniHHS
iHHOBaUHMM po3BUTKOM B IT-cepi. Peanizauisi iHHOBaUiHOT nonituku B IT-chepi YkpaiHu, BUXOASUM 3 MOTOYHMUX MOX-
JIMBOCTEN Ta 06MexeHb, 3abe3nevyBaTMMe CUCTEMHE I CTanie 3pOCTaHHS eheKTUBHOCTI IHHOBALIMHOTO PO3BUTKY B LIl
LapWHi, CNpusiTUMe pO3BUTKOBI HaLiOHaNbHOI eKOHOMIKWN YKpaiHu.

Pe3ynbTaTh AOCAIMKEHHS AOLINBHO IMNNEMEHTYBATU ANs PO3BUTKY TEOpIl Ta METOA0NONT iIHHOBALIMHOro po3BUTKY Ha Ma-
KpO- Ta ME30PIBHSAX, @ TakoX Yy CTUMY/IOoUili Moaeni iHHOBaLiMHOro npouecy YkpaiHu 3 ypaxyBaHHSM CTaHy il NpoBigHUX
CEKTOpIB €KOHOMiKHM, 30kpema IT-chepw.

KniouoBi cnosa: iHHOBaUil, HauioHanbHa eKOHOMiKa, (iHaHCOBO-rocrodapcbka AisnbHicTb, IT-cdepa, npioputeTn
po3BUTKY, e(DeKTUBHICTb YNpaBiHHS, YNpaBRiHHS iIHHOBaLiIiHAM NpoLecoM
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