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Abstract

The purpose of the study is to substantiate the innovation-investment mechanism of the development of economic entities
in the conditions of transformational challenges, which involves a recurrent structure for comprehensive consideration of
its components. In the researched and substantiated implementation of the recurrent ratio of the innovation-investment
mechanism for the development of economic entities in the conditions of transformational challenges, it is possible to
take into account: the functions of the innovation-investment mechanism, which include: strategic-target, organizational-
management, analytical-informational, social-cultural functions; exogenous and endogenous actors of the mechanism of
subjects of economic activity; targeting the achievement of the set tasks of the functioning of the innovation-investment
mechanism for the development of economic entities in the conditions of transformational challenges; strategies of
innovation and investment development at the level of various levels of government, enterprises and others, taking into
account the coherence of the interests of all economic entities; diversification of sources of investment resources;
generally accepted methods of the mechanism, which include: planning, forecasting, control, diagnostics, stimulation;
specific methods of the mechanism, which include: generation of ideas, compilation, distribution; and management of the
innovation and investment mechanism.

Keywords: innovation-investment mechanism, transformational changes, innovation activity, investment, management of
innovation-investment activity.
JEL Codes: D19, D23, E66.

Introduction

economic entities in such conditions of
transformation, which is characterized by the

Current  conditions of  economic
development are characterized by

transformational processes, which are described
by complexity and contradiction, which is
manifested in bifurcation changes in the
economic entities” development. The causes of
transformational processes are geopolitical,
globalization, social, environmental and many
other reasons. To ensure the development of

speed of changes and unpredictability, it is
necessary to implement an investment and
innovation mechanism to ensure the sustainable
development of economic entities. The
direction of ensuring the sustainability of the
economic entities’ development is the
innovativeness of their development, which
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requires the attraction of investment resources
and requires the implementation of an
innovation-investment mechanism for the
economic entities’ development in the
conditions of transformational challenges,
which acts as an objective factor of new
management approaches and ensuring the
sustainability of development and life activities
subjects of the economy in transformational
conditions.

The purpose of the study is to substantiate
the innovation-investment mechanism of the

economic entities’ development in the
conditions of transformational challenges,
which provides a recurring basis for

comprehensive  consideration of its
components. Achieving this goal became
possible due to: substantiation of the relevance
of this study, which is confirmed by the analysis
of statistical data on innovation and investment
activity in Ukraine for 2012-2021; proving the
components of the innovation-investment
mechanism for the economic entities’
development in  the conditions  of
transformational challenges and developing, on
this basis, the recurrent ratio of the mechanism,
which has a functional and organizational
structure and makes it possible to take into
account the diverse interests of economic
entities and transformation processes.

Literature review

The development of economic entities
takes place in transformational conditions, the
causes of which are geopolitical, globalization,
social, environmental phenomena
characterized by the speed of change and
unpredictability, which necessitates the
introduction of an investment and innovation
mechanism to ensure the sustainable
development of economic entities.

Within the framework of the study
Shaturaev Jakhongir (2023), the issues of the
effectiveness of investment projects, their
evaluation during the introduction into the
innovation process are considered. Scientists
Trusova N. et al. (2021) considered the
conditions for the formation of determinants of
innovative and investment development of
agriculture. The purpose of the study
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Mykhailov A. et al. (2021) is to conduct an
assessment of current financial instruments to
ensure an increase in investment resources in
the context of current global challenges
through the use of new innovative instruments.
The results of research Tulchynska S. et al.
(2021), Shevchuk N. et al. (2021), Revko A. et
al. (2021), Severyn-Mrachkovska L. et al.
(2021), Ivanova N. et al. (2023), Abramova A.
et al. (2021) are modeling and forecasting of
the integral indicator of innovation activity of
regions, assessment of the development and
transformation of eco-industrial parks as
determinants of innovation and investment
development of economic entities, as well as
development of a strategy for the formation
and development of an innovative agro-
industrial cluster.

Scientists Cherep A. et al. (2021)
investigated the problem of increasing
investment activity, determined the impact of
investment activity on the development of
innovative activity of industrial enterprises.
Article Tkachenko A. et al. (2020), Grosu V.
et al. (2021) examines innovative
infrastructure and its economic development,
highlights the European path of development
of the domestic agro-industrial complex,
which involves the transition of the economy
to an innovative model. Scientific research
Prokhorova V. et al. (2019) formed a
methodical approach to the evaluation of the
innovation-investment component of the
security of an industrial enterprise. The authors
[astremska O. et al. (2019) claim that the
investment and innovation development of
industrial enterprises is determined by the
influence on sensitive indicators of their
activity, which characterize technological
originality. Scientific papers Dubyna M. et al.
(2021), Butko M. et al. (2020), Nikiforov P. et
al. (2022) are relevant, within which the world
experience of introducing modern innovations
and information technologies in the
functioning of financial institutions, the
peculiarities of the formation of a regional
innovation cluster with the aim of attracting
investments, and also analyzed the state policy
for the development of public-private
partnership as a priority direction of activation
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of innovation and investment processes of
economic entities.

However, taking into account the
existing research on this problem, the issue of
forming an innovation-investment mechanism
for the economic entities’ development in the
conditions of transformational challenges is
extremely urgent and requires further research.

Methodical approach

The methodological basis of the research
is the systematic approach. In the process of
scientific work, the authors used the following
general and specific methods: system, analysis
and synthesis, systematization, comparison,
induction and deduction, and graphic method.
Among the methods of the innovation-
investment mechanism for the development of
economic entities in the conditions of
transformational challenges, generally
accepted and specific methods can be
attributed. The generally accepted methods
include such methods as: planning,
forecasting,  control,  diagnostics, and
stimulation. As well as specific ones, which
include: generation of ideas, compilation,
distribution. Such a combination of methods
makes it possible to combine and direct the
actions of the innovation-investment
mechanism of the development of economic
entities in the conditions of transformational
challenges to obtain results and take into
account the specificity of innovation activity
and investment processes.

The innovation and investment
mechanism for the economic entities’
development in  the conditions  of

transformational challenges should be aimed at
ensuring such functions as:

- strategic and target, which consists in
ensuring the strategic development of the
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economic entity in the medium and long-term
perspective, forming a system of goals for the
innovative and investment development of the
economic entities taking into account multi-
vector interests;

- organizational and managerial, which
involves management of the processes of
development and  implementation  of
innovations by economic entities, management
of investment activities and diversification of
attracting investment resources, management
of investment and innovation processes taking
into account transformational challenges;

- analytical and information department,
which provides information support for
innovation and  investment  activities,
development of criteria’s system for evaluating
the effectiveness of innovation and investment
activities;

- socio-cultural, which involves the
formation of an innovative culture of economic
subjects, the mentality of accepting
innovations, the formation of opportunities for
self-realization of economic subjects in the
conditions of transformational challenges.

Thus, for the studied period from 2012 to
2021, it can be noted that the indicators of
innovation and investment activity in general
had a negative trend. The increase in the
volume of sold products in monetary units can
be explained by growing inflation.

Results

The need to implement an innovation-
investment mechanism for the economic
entities” development in conditions of
transformational challenges is determined by
the state of the economy's innovation-
investment activity, which is illustrated in the
Table 1 in the form of basic statistical data of
innovation and investment activity.
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Table 1. The main indicators of investment and innovation activity of economic entities in
2012-2021

Years

Indexes

2012 2013 2014

2015

2016 2017 2018 2019 2020 2021

Number of
innovation-active
enterprises in
industry (units)

1758 1715 1609

824

735 759 777 782 808 789

Volume of
implemented
innovative industrial
products (million
USD)

1818.5 | 1525.9 | 606.5

462.2

77.6 642.9 | 897.5 | 1216.3 | 1935.9 | 1865.0

The share of the
volume of sold
innovative products
in the total volume of
sold products of
industrial enterprises
(%)

3,3 3,3 2,5

1,4

0,9 0,7 0.8 1,3 19 1,8

Share of the number
of industrial
enterprises that
introduced
innovations to the
total number of
industrial enterprises
(%)

13,6 13,6 12,1

15,2

16,6 14,3 15,6 13,8 14,9 15,1

The number of types
of innovative
products (goods,
services) introduced
in the reporting year
(total units)

3403 3138 3661

3136

4139 2387 3843 2148 4066 4124

The number of
employees involved
in scientific research
and development
(persons)

164340 | 155386 | 136123

122504

97912 | 94274 | 88128 | 79262 | 78860 | 78156

Capital investments

(per capita, USD) 810.4

727.7 | 439.7

406.1

304.0 | 384.7 | 496.2 | 529.2 | 4979 | 451.8

Capital investments
in scientific research
and development
(million USD)

68.8 73.8 32.2

32.9

27.3 40.3 54.6 73.1 84.6 93.4

Capital investments
in professional,
scientific and
technical activities
(million USD)

1130.5 | 445.9 | 250.8

257.9

236.7 | 289.1 | 389.8 | 4229 | 4816 | 608.4

*Source: formed by the authors based on the data of the State Statistics Service of Ukraine.

The number of innovatively active
enterprises decreased by 2.2 times. This
affected the share of the volume of
implemented innovative products of industrial
enterprises, which decreased by two during the
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studied period. At the same time, it should be
noted that the lowest indicators at the level of
0.7% of the share of the volume of innovative
products sold in the total volume of sales of
industrial enterprises were observed in 2017,
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after which there was a gradual increase in the
share of innovative products to the total
volume of sales. As for the percentage of
enterprises that introduced innovations, their
share did not change significantly for the entire
period and, as of the beginning of 2022,
amounted to 15.1%. The same situation is
observed with the indicator of the number of
types of innovative products introduced per
year, the smallest number of which was in
2017 (2,387 units) and in 2019 (2,148 units),
which is almost twice as small as the indicators
of the last studied years. The number of
employees involved in scientific research and
development has halved, which at the
beginning of 2022 amounted to 78,156 people.
As for the volume of capital investments, over
the studied period from 2012 to 2021, the
volume of capital investments has a tendency
to increase, but such growth, taking into
account the inflationary component, shows a
slight increase in investment activity.

The analysis of the presented statistical
data proves the need to activate innovation and
investment activity, which can be ensured by
the implementation of an innovation-
investment mechanism, which, due to the
complexity of taking into account multi-vector
components, is able to stimulate the innovation
and investment processes of economic entities
in the conditions of transformation.

The innovation-investment mechanism
of the economic entities’ development in the
conditions of transformational challenges
includes exogenous and endogenous factors.
Endogenous include: founders of enterprises,
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shareholders, management, managers,
employees, scientists, etc. Endogenous actors
include state and local authorities, control and
regulatory bodies, financial and credit
institutions, subjects of investment and
innovation activities. It should be noted that
the role of endogenous and exogenous actors is
equal, and ensuring the effectiveness of the
innovation-investment mechanism can be
achieved with the simultaneous active
participation of both parties.

The innovation-investment mechanism
for the economic entities’ development in the
conditions of transformational challenges
provides for a targeted approach to the
achievement of set tasks, which may include:

- financial, material-technical,
innovative-technological, intellectual-
personnel support for innovative-investment
activities of economic entities;

- introduction of new forms, methods,
approaches to the implementation of business
processes;

- modernization of economic entities;

- increasing social responsibility and
building a stable business reputation;

- organization and financial support of
research and innovation activities;

- establishment of international
partnership and innovation-investment
cooperation with foreign economic entities.

A visual presentation of the innovation-
investment mechanism for the economic
entities’ development in the conditions of
transformational challenges is presented in
Fig. 1.
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INNOVATION-INVESTMENT MECHANISM FOR THE DEVELOPMENT OF ECONOMIC
SUBJECTS IN THE CONDITIONS OF TRANSFORMATION CHALLENGES

~> ~>

Functions of the mechanism

Target orientation of the mechanism

~> ~+

strategic and targeted

ensuring innovation and investment activities of economic entities

organizational and managerial ] .
introduction of new forms, methods, approaches to the

implementation of business processes

analytical and informative

] modernization of economic entities
social and cultural

increasing social responsibility

) establishment of international partnership and innovation-
Mechanism factors investment cooperation
exogenous endogenous
—> Methods of innovation-investment mechanism
Generally accepted Specific
Strategies of innovation and . A
. lannin enerating ideas
investment development at the P g g g
level of various levels of o o
government, enterprises and prognostication compilation
others, taking into account the
coherence of the interests of all control dissemination
economic entities
diagnosis
stimulation
—> Diversification of sources of investment resources

AV T

Management of the innovation-investment mechanism in the conditions of transformational challenges

Figure 1. Innovation-investment mechanism of the economic entities’ development in the

conditions of transformational challenges
*Source: constructed by the authors.
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Innovative investment activity requires
the formation of strategies at the level of state
and local authorities, spheres of production
activity and enterprises, only under such
conditions of consistency of interests can a
synergistic effect be achieved and gain
efficiency from the implementation of the
innovation-investment mechanism for the
economic entities’ development in the
conditions of transformational challenges. The
formation of strategic measures, the
determination of priorities at the level of
economic entities, the development of budgets
taking into account the innovation-investment
orientation ensures the balance of the capital
investment policy and the implementation of
innovative business ideas, taking into account
the transformational challenges that require the
adjustment of plans in crisis situations and the
search for new approaches and timely
management solutions.

Attracting investment resources for the
implementation of innovative activities
requires diversification of their sources, an
intersectoral and interbranch approach to
justifying the costs of implementing
innovative projects, cooperation between state
and private authorities, and the implementation
of public-private partnerships. The direction of
innovation and investment activities of

IMT = f

where F'— functions of the innovation-
investment mechanism, which includes: ST -
strategic-target, OM -  organizational-
management, A/ - analytical-informational and
SC - social-cultural functions;
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enterprises should take into account the vector
of programs and plans for the innovative
development of territories and the state as a
whole.

The management of the innovation-
investment mechanism should be based on the
systematic management and its timeliness,
providing a comprehensive object-subject
analysis and control over investment funds and
innovative implementations. And also take
into account the conditions of transformational
challenges. The management of the
innovation-investment mechanism should be
structured and consistent, take into account the
levels of economic entities, be based on
methodological principles and use applied
management tools.

Therefore, the implementation of the
innovation-investment mechanism for the
development of economic entities in the
conditions of transformational challenges
requires comprehensive consideration of its
components for effective implementation,
which can be carried out under the conditions
of building a recurrent relationship where the
innovation-investment mechanism for the
economic entities” development in the
conditions of transformational challenges is a
function components and has the form:

Fl(ST,OM,AI,SC),nzl
{Exz(al,...,a1+m),n:2
En, (b,...,b,,),n=3
D, (T,,...,T,)),n=4
S(Si,---,Sy),n=5
DI, (Dl,,...,DI,),n=6
MGA, (p, f,c,d,s),n=7
{Msa(gi,com,distr),n =8
M, (c,....Cy),N=9

Ex —exogenous actors of the mechanism,
subjects of economic activity;

En — endogenous actors of the
mechanism, subjects of economic activity;

TD — targeting the achievement of the set
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tasks of the functioning of the innovation- Conclusions
investment mechanism for the development of
economic entities in the conditions of The implementation of the innovation-
transformational challenges; investment mechanism for the economic

S — strategies of innovation and entities’ development in the conditions of
investment development at the level of various transformational challenges will contribute to
levels of government, enterprises and others, the achievement of the set goals and will
taking into account the coherence of the ensure the increase of profits, increase in the
interests of all economic entities; level of liquidity and competitiveness of

DI — diversification of sources of economic entities on the domestic and foreign
investment resources; markets.

MGA — generally accepted methods of The scientific novelty of this study
the innovation and investment mechanism, consists in the development of an innovation-
which include: planning (p), forecasting (f), investment mechanism for the economic
control (c), diagnostics (d), stimulation (s); entities’ development in the conditions of

MS — specific methods of the innovation transformational challenges, which is based on
and investment mechanism, which include: the recurrent ratio of all its components and
generation of ideas (gi), compilation (com), heterogeneous processes, the simultaneous
distribution (distr); consideration of which will contribute to

M — management of the innovation and obtaining a synergistic effect and taking into
investment mechanism. account the interests of all economic entities.

Thus, the  innovation-investment Methodological approaches to assessing
mechanism of the economic entities’ the efficiency of investment financing of
development in  the conditions of innovative activities of economic entities in the
transformational challenges is presented in the conditions of transformational challenges need
form of a functional-organizational algorithm further scientific research, which will increase
with the help of a recurrent relationship, which the efficiency of capital investments and
makes it possible to take into account all its innovative development.

components and heterogeneous processes.
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