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Abstract 

The article presents approaches to the definition of the concept of innovative 

development from the standpoint of different scholars. The difference in concepts is 

presented - innovative investments and investments of innovative type. It is proved that 

risk is an attribute of enterprise innovation development. The classification of risk 

according to different approaches is presented. The methods of risk management in the 

conditions of innovative development of the enterprise are presented. 
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Introduction 

The characteristic of the innovative development of the enterprise is the 
reorientation of production not to the mass consumer, but to the specific needs 

of each individual. The modern life of people leads to an increase in the quality 

and variety of goods and services. Society is becoming more open to innovation 
as a means of achieving the necessary diversity. There is a reassessment of the 

human factor in the economy: the role of people who have knowledge and 

initiating innovations in the field of organizational, scientific, technical and 

environmental culture is growing. 
The modern model of economic growth, based on the innovative type of 

development, involves a change in the concept of scientific and technological 

progress and scientific and technological development. There are such social 
priorities as welfare, intellectualization of production activity, use of high and 

informational technologies, environmental friendliness. This model requires 

effective stimulation of innovation, a new financial and credit policy, 
development of high-tech branches - at the macro level; changes in the type of 

business activity, active involvement in the production of small and medium 

private business - at the micro level. 

The efficiency of the operation of enterprises is determined by its ability to 
innovate. Innovation development is the foundation that determines the 

economic strength of the country's enterprises and its prospects on the world 

market. Today it is universally acknowledged that innovative development 
should be perceived as an economically-formative process. Innovative 

development is inherent in most enterprises in developed countries, being both a 

factor and a consequence of the economic recovery of these countries. 
 

1. Definition of approaches to the concept of innovation 

development 
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At the beginning of the 20th century, the Austrian scholar Joseph 

Schumpeter first introduced the term «innovation» to science. In his work 

«Theory of Economic Development»1 (1911), J. Schumpeter defines five types 
of new combinations of change or innovation: 

- production of a new product or a known product in a new quality; 

- introduction of a new production method; 

- development of a new market; 
- involvement of new sources of raw materials for the production process; 

- reorganization (introduction of new organizational forms). 

The theoretical positions formed by J. Schumpeter have become the basis of 
any considerations regarding the concept of "innovation" for further world 

scientific research. 

According to the results of the analysis of scientific literature and the latest 
publications on the theoretical concepts of the concept of  «innovative 

development», it should be noted that, despite the fact that their significant 

number, there is a certain difference in the identification of the economic nature 

of this concept (Table 1.1). 
Table 1. Scientific views on the definition «innovative development of 

the enterprise» 

 

Author(s) Definition of the concept 

 

Adams R., 

Jeanrenaud S., 
Bessant J. 2 

 

the state where the company is coherent with its 

external environment, and its subsystems are balanced 

with each other; For this, the top management should 
create and implement a series of organizational measures 

that will allow adapting the internal structure of 

companies to the requirements of the external 
environment based on innovative ideas in a sustainable 

development 

Antoniuk L., 

Poruchnik A. 3 

the irreversible process of transition from one state to 

another, characterized by a combination of changes due 
to the introduction of innovative transformations that 

ensure the formation of new properties of the system, 

changes in its qualitative state, growth of abilities, 

competences, potential and level of efficiency of its 

                                                             
1 Schumpeter J. Theory of Economic Development: An Inquiry into Profits, Capital, Credit, 
Interest, and the Business Cycle. Harvard University Press, Cambridge, MA., 1934. 
2  Adams R., Jeanrenaud S., Bessant J. et al. Innovating for sustainability: a systematic review of 

the body of knowledge. Harvard Business Review, 2012. Retrieved from  http://nbs.net/wp-
content/uploads/NBS-Executive- Report-Innovation.pdf    
3 Antonyuk L. L., Poruchnik A. M. Strategies of financing innovative activity in Ukraine.  
Strategies of economic development in the conditions of globalization.  K .: KNEU, 2001. - P. 
356-384.  

http://nbs.net/wp-content/uploads/NBS-Executive-%20Report-Innovation.pdf
http://nbs.net/wp-content/uploads/NBS-Executive-%20Report-Innovation.pdf
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activity, strengthening of the system, as well as formation 
of ability to resist the driving forces of the external and 

internal environment 

Kravchenko M. 
4 

a component of the index of economic sustainability 

of the enterprise, since innovations influence the 
development of an enterprise in the conditions of socio-

economic priorities of state development 

Drucker P. 5 innovation is based on three imperatives: the mission 

of innovation; the result of innovation; practical capacity 
of innovation; Innovative development is transformation 

by entrepreneurs of changes in the market into new 

opportunities 

Ilyashenko S. 6 development based on the continuous search and use 

of new ways and spheres of realization of the potential of 

the enterprise in changing environmental conditions and 

is associated with the modification of existing and the 
formation of new markets 

Karlyuk D. 7 complex process of applied nature of creation and 

introduction of innovations with the purpose of 
qualitative changes in the object of management and 

obtaining economic, social, environmental, scientific and 

technical or other kind of effect associated with the 

necessary condition for the survival and development of 
enterprises in the long run 

Porter E.8 the maintenance of competitive advantages on the 

basis of continuous improvement, the invention of new, 
more sophisticated technologies or forms of doing 

business 

Fedulova L. 9 the growth of indicators of economic development in 

general, secured by the implementation of innovative 
projects 

 

                                                             
4 Dergachova V., Kravchenko M., Zgurovsky A. Econometric Analysis of Structure and 
Sustainability of Ukrainian Socio-Economic System in the Context of System Economic Theory. 
Problems and Perspectives in Management. 2017. Vol. 15. Iss. 4. Pp. 86-99  
5 Innovation and entrepreneurship: Practices and principles, by Peter F. Drucker. New York: 
Harper & Row, 1985, 268 pр.  
6 Ilyashenko, S.M. . Management of innovative 
development: problems, concepts, methods. Sumy. University Book, 2003, 278 p.  
7 Karlyuk D. Development of measures for improvement of innovative development of 
enterprises // Economy: problems of theory and practice. - Dnipropetrovsk: 2005. P. 707-715. 
8 Michael E. Porter, “The Competitive Advantage of Nations,” Harvard Business Review, March 
1990, http:// hbr.org/1990/03/the-competitive-advantage-of-nations/ar/1  
9 Fedulova L.I. Innovative Economy: tutorial.  Kyiv: Lybid, 2006. 480 p. 

https://hbr.org/search?term=michael%20e.%20porter
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Innovative development is a prerequisite for the effective functioning of 
enterprises in a changing environment and a high degree of scientific and 

technological competition. Scientists offer a number of approaches to 

developing a typology of development and the distinction between innovation 
development among other types of development. Innovative development can 

be attributed to such types of development as intense, progressive, 

revolutionary, developmental, and proactive. 

 

2. Innovative investments and their role in the innovative 

development of the enterprise 

 
In the domestic and foreign literature on this topic, one can find such 

categories as "innovative investments" and "investments of innovative type". In 

our opinion, innovative investments are such investments, which are based on 

the use of new, non-standard sources of innovation financing. Investments of 

innovative type are considered as values, resources invested in the development 
and implementation of innovations or investment in innovative projects. 

 According to Zakharina S.10, an innovative form of investment is a form in 

which investments are materialized into innovative goods (innovative products, 
innovation services, innovative technologies, etc.). 

Tsado G.11 consider the concept of innovative investments in an overly 

narrowed form. The authors emphasize that innovative investments are realized 
in order to increase intellectual capital through the costs of education or the 

acquisition of intangible assets by the enterprise. 

In the scientific studies of Fedorenko V.12 and Ivanov M.13 we find the 

assertion that all investments should be simultaneously innovations. The authors 
emphasize that during the crisis periods of the economy, innovative investments 

take the form of intellectual investments and are realized by acquiring the 

finished scientific and technical products or other intellectual property rights. 
This is done by developing a new scientific and technical product by the 

enterprise itself or on its order. 

                                                             
10 Zakharin S.  Investments in Innovation: Theory, Paradigm, Research Methodology / Economy 
and Management of  National Economy, Journal of Current Problems of Economics. No. 4 (106). 
2010. pp. 60-64. 
11 Tsado G. Essence and significance of investment-innovation processes in the system of 
regional development  // Ukrainian scientific and practical journal Innovative economy.  No. 21. 
2011.  pp. 154-160. 
12 Fundamentals of investment and innovation activity / [for sciences. Edit V. Fedorenko]. -K., 
2004. 431 pp.  
13  Ivanov M. Improving the effectiveness of regional economic systems based on the promotion 
of innovation-investment activity // Economics, "East". Special issue.  No. 1 (108). 2011.  P. 79-
82.  
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 The scientist Cherep A.14 also explores the notion of innovative investment 
on the basis of the cyclical development of the economic system. The author 

states that in the phases of the crisis there is a reduction in the volume of 

investments and innovations; in the phases of recovery and recovery - advanced 
growth with a concentration on basic and improving innovations; in the phase 

of maturity, the level of investment is stabilized and directed to improving 

innovation, the share of pseudo innovations increases. 

Therefore, investing in the innovative development of the enterprise 
performs several basic functions: 

− ensuring growth and qualitative improvement of the capital stock of the 

enterprise; 

− implementation of progressive structural changes in the activity of the 

enterprise; 

− introduction or development of the latest achievements of scientific and 
technological progress and increase on this basis the efficiency of production. 

Determine the characteristic features of investment in the innovative form 15: 

1) increased risk due to uncertainty about obtaining a certain remuneration 
for investment, the funds are invested in innovations that do not always bring 

predicted results; 

2) a long payback period due to the nature of the innovation process, which 

begins with fundamental and applied developments and ends with the 
implementation of innovation in the relevant market; 

3) require significant investments from the enterprise, especially at the initial 

stages of the innovation process, while at these stages of its creation, innovation 
does not bring a real return. 

For an enterprise, innovative development is specified in the implementation 

of certain innovative projects, which are based on the development or 

introduction of innovations in the production process 16. 
It is also necessary to distinguish the main tasks when choosing sources of 

investment support for innovative projects at industrial enterprises: 

− determining the amount of necessary investment resources for project 
implementation; 

− definition of the structure of attracted resources; 

−  an assessment of the main factors that influence the formation of 

resource sources, in particular: the stage of the life cycle of the enterprise, the 
level of taxation of the enterprise, the possible level of risk for the enterprise. 

                                                             
14 Cherep A. Innovative filling of investments // Economic sciences. No. 3 (7). 2010.  pp. 267-

270.  
15 Mechanism of investment support of innovative development of power engineering enterprises / 
Author's abstract of PhD thesis / I. Manaienko. - Kyiv, 2014 - p. 20 
16 Smith M. et al. Factors influencing an organization's ability to manage innovation: a structured 
literature review and conceptual model // International Journal of innovation management.  2008. 
– № 04.  РР. 655-676. 
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3. Risk as an attribute of innovation development 

 
Innovative development has certain features, one of which is high risk 

aversion. This is due to the uncertainty of the factors of the internal and external 

environment of the enterprise. However, high risk is accompanied by a 
significant degree of compensation - a high return on the implementation of the 

results of innovation activities. Uncertainty in the decision-making process in 

the field of enterprise innovation is the lack of knowledge that is due to the 
globalization of economic processes, the acceleration of scientific and 

technological progress, etc. 

Conceptual approaches to deepening the essence of innovative development 
of an enterprise under the conditions of uncertainty are as follows: 

1) innovative business development is always accompanied by risk as an 

attribute of uncertainty; 

2) the risks and its significance are influenced by factors of the external and 
internal environment, therefore it is expedient to study the external and internal 

factors of the risk of innovation development of the enterprise; 

3) the risk can have a negative character, that is, bring losses to the 
enterprise, and positive, that is, to strengthen the hidden possibilities of 

innovative development; 

4) regardless of the nature of the risk manifestation, it is necessary to 
manage them, using methods such as insurance, limitation, diversification, 

hedging, etc. 

Unlike uncertainty, the risk is a measurable value, its quantitative measure is 

the probability of an adverse outcome. Uncertainty as an attribute of risk is not 
the cause of its manifestation, but only creates an appropriate environment for 

the development of risk factors. The risk factors are all the risks that arise 

during the innovation development and the emerging innovation potential. They 
can be divided in relation to the business entity into two groups: external and 

internal. External factors are related to the state of the environment in which the 

implementation of innovation activities is carried out, and include risks arising 

from the state (macroeconomic, socio-political), environment (natural and 
climatic, environmental) and the subjects of the immediate environment 

(suppliers, consumers, competitors, society as a whole). Internal factors are 

related to the internal environment of the enterprise, that is due to the features of 
the chosen course of innovation development of the enterprise: personnel 

personnel risks, and the technical risks associated with the property 17. 

                                                             
17 Yebolganova T. A study of factors influencing the innovation activity of enterprises / Central 

Asian Economic Review.  2016,  Almaty. URL: https://articlekz.com/en/article/20193  

 

 

https://articlekz.com/en/article/20193
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In the economic theory, a generally accepted and simultaneously exhaustive 
risk classification has not yet been developed. Since there is a significant variety 

of risk disclosure, the same type of risk may be affected by different terms. In 

addition, it is often difficult to differentiate between certain types of risk. In 
general, the risks are classified according to the scale of their manifestation and 

the impact on economic agents. 

Therefore, the risks during an innovative development of an enterprise can 

be classified according to the following approaches: 
1. According to the spheres of action: economic, political, social, ecological, 

technological. 

2. By scale of influence: on all enterprises of the country / region / industry 
or on separate economic entities. 

3. By the forms of investing in innovation: real or financial investment. 

4. By sources of investment of innovations: the risk of investing from 
internal sources, the risk of investing through borrowed or borrowed funds. 

5. By subjects of innovation activity: the investor's risk in innovation, the 

recipient of investment, the consumer, society as a whole. 

6. By environmental impact: natural-ecological, disaster risk, man-made, 
ecological-normative, socio-ecological, ecological and demographic. 

Taking into account the above-mentioned attributes of risk in relation to the 

innovation development of an enterprise, one can formulate the following 
author's definition of the term: "The risk in the innovative development of an 

enterprise is an economic category that characterizes the behavior of economic 

entities under uncertainty: 

- when choosing the optimal  decision from the alternative in order to 
achieve the desired result; 

- evasion from the negative consequences that arise during the innovation 

development under the influence of the factors of the external and internal 

environment of the operation of the enterprise. " 

 

4. Risk management for effective innovation development of 

enterprises 

 
As already noted, the risk is associated with the possibility of implementing 

the negative effects of innovation development or opportunities. Therefore, all 

methods of risk management can be divided into two groups: methods for 
reducing the degree of factors of innovation risk; methods of enhancement (use) 

of favorable opportunities. 

These methods should be implemented in relation to the relevant risk factors. 
The first group of methods can include methods for reducing the probability of 
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risk and (or) the magnitude of their associated losses 18. At present, the 
following methods are widely developed and widely used: avoidance (refusal) 

of risk; diversification; reservation; insurance; transfer of risk, etc. The second 

group of risk management methods includes methods for enhancing (using) the 
opportunities offered by the enterprise's innovation activity. These can include 

methods of prevention - obtaining additional information on risk factors, 

forecasting, etc. 

All methods of managing redistribution and reduction of innovation and 
investment risks should be divided into groups: 

− methods for improving management, or portfolio management, which 

includes diversification, limitation; 

−  insurance, which includes insurance, self-insurance, risk hedging 

operations; 

− methods that take into account the human factor, in particular the 
training and certification of specialists; 

− methods of forming a system of self-regulation (in which the activation 

of the work of self-regulatory organizations in the insurance and stock markets 

plays an important role); 

− methods of information provision of management processes and 
decision-making, including obtaining more complete information about the 

results of activity, transparency of work of institutional investors. 

Therefore, taking into account the conceptual provisions on innovation 

development, the scheme of the relationship of innovative development of the 
enterprise in the conditions of uncertainty is developed (Fig. 1). In this case, the 

system of innovation development is an interconnected set of its elements and 

factors of the internal and external environment, which lead to real structural 
changes on the basis of development and implementation of innovations. 

Given the multi-vectored concept of risk, it is advisable to identify such 

features in terms of innovative development of the enterprise: 
1) risk is an integral part of the innovative development of the enterprise; 

2) the risk consists of several groups of origin of risks that are specific to a 

particular enterprise; 

3) the risk in innovation activity is the result of the economic activity of the 
enterprise, as well as factors of the environment; 

4) the risk is connected not only with the possibility of occurrence of losses, 

but in some cases for obtaining additional advantages in the activity of the 
enterprise; 

5) the risk is characterized by a proportional relationship between the level 

of risk and novelty in the innovative development of the enterprise; 

                                                             
18 Szafranko E. The methodology of risk assessment in the planning of construction projects. 

Contemporary Issues in Theory and Practice of Management, Czestochowa University of 
Technology, CITPM, 2016, РР. 430-437. 
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6) the risk in the innovative development of the enterprise is objectively-
subjective; 

7)  the basis for determining the level of risk is always the subjective 

assessment of the decision maker. 
 

  
Fig. 1. Influence of risks on innovative development of the enterprise 

Source : formed by the author 

 

Conclusions 

 
The development of the country's economy is related to the level of 

innovation activity of each enterprise, since the introduction of innovations is a 

key factor in providing innovative activity and effective activity of both 

individual enterprises and the national economy. The enterprise is innovative 

the process is realized in the cross section of various innovative programs, 
within each of which innovative projects are developed and plans for their 

implementation are formed. 

UNCERTAINTY as the objective reality of the operation of the enterprise 

Negative deviations Positive deviations 

− deterioration of the quality of 
products of poor quality raw materials 
and resources, their shortage; 

− interruption of the normal 
operating conditions of the equipment 
due to irregular prevention and repair; 

− professional mistakes and 
omissions of staff as a result of 
insufficient level of their qualification, 
etc. 

− development and implementation 
of effective business decisions  as an 
adequate response to changes in the 
economic environment; 

− conducting economically 
grounded reforms in order to comply 
with state development strategies; 

− intensification of cooperation 
with financial and research 
organizations in order to realize 

strategic goals, etc. 
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Based on this analysis, it was proposed to define the category "system of 
innovation development " as an interconnected set of its elements and factors of 

the internal and external environment, which lead to real structural changes on 

the basis of development and implementation of innovations. 
Therefore, conceptual approaches to deepening the essence of innovative 

development of an enterprise under the conditions of uncertainty are as follows: 

innovative enterprise development is always accompanied by risk as an attribute 

of uncertainty; the risk and its significance are influenced by the factors of the 
external and internal environment, therefore it is expedient to study the external 

and internal factors of the risk of innovation development of the enterprise; the 

risk can be both negative, that is, to bring losses to the company, and positive, 
that is, to strengthen the hidden possibilities of innovation development. 
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