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Introduction

Topicality of the research.

In the modern conditions of market economy, the reality of complicating the competitive
environment of the firm's activities and the role of innovation in competition becomes obvious.
Not infrequently, it goes beyond the national economy and takes on an international character.
This necessitates the economic and commercial activities of firms to be conducted on a
scientific basis, for which it is necessary to ensure proper training of relevant staff of the firm,
to implement innovation, which is a guarantee of economic growth.

The problem of innovative development and the related competitiveness of the economy
is especially important in modern conditions, both in terms of scientific research and the
practice of economic activity. This is due to the significant changes in the operating
environment of economic entities related to the globalization of the economy, the
transformation of the action of classical factors of production, limited development resources,
the growth of political, demographic and environmental problems, regional differentiation.
Under these conditions, in a competitive battle, the tasks of not only maximizing profits and
increasing efficiency, but also the tasks of ensuring economic security and sustainability and
positive dynamics of business value will come to the fore.

The innovation factor is at the forefront of competition in developed economies and
developing countries. It is important to fully assess the impact of this factor on various aspects
of the activities of economic entities and increase their competitiveness, including the three
main components of competitiveness - the efficiency of the enterprise, its stability and the
value of the business. These three components of competitiveness (efficiency, sustainability,
business value) are currently of primary importance and are the relevant subject of research.

Innovative way of development is one of the main directions of increasing
competitiveness. However, the opportunities for innovation as a development factor are not
fully exploited. The reasons for this are low level of innovation costs, lack of effective
mechanisms to stimulate innovation, insufficient communication between applied science and
production, inequality in the training of qualified personnel and lack of effective mechanisms
for managing innovative development in enterprises.

Improving the use of the innovation factor is closely linked to improving the management
of an innovative development project that has not yet brought the expected results. In this
regard, one of the main tasks is to substantiate directions for improving the management of
innovation projects and increasing the role of innovative projects in increasing the

competitiveness of enterprises. This requires a clearer definition of the types of innovative



projects related to management objectives, the relationship between innovation development
indicators and competitiveness indicators, and the adaptation of existing management
methods to the specifics of innovative design of enterprises. This determines the topicallity of
this research.

Numerous studies by foreign scientist have been devoted to the study of issues and
problems related to the effectiveness of innovation processes. Barnett, I. Schumpeter, P.
Drucker, B. Sakhto, D. Johnson, B. Godin, H .; Novotny, K.. Danielson, J .; Tiddy, J .; Besant J.
Baumgartner and many others. Recently, Georgian scientists have been having an increasing
attention to innovation themes, including O. Shatberashvili, V. Papava, L. Kokiauri, E.
Baratashvili, R. Abesadze, A. Abralava, T. Verulava, G. Mamuladze, B. Gechbaia, N. Makharadze
and others. Also, some information about the issue can be found in separate reports of various
organizations and research centers.

Among the studies dedicated to the competitiveness and sustainability management of
enterprises are the factors that determine them in modern conditions. In our opinion, the most
important in terms of the issues discussed in this dissertation are the works of authors such as
L. Gokhberg, T. Kuznetsova, M. Porter, W .; A. Rudy, E.F. Cheberko.

Despite the abundance of scientific works, there are few scientific studies in the national
economic literature that comprehensively discuss the formation of innovative management and
the current situation in the Georgian reality, the difficult socio-economic situation faced by the
scientific community in the 90s. Consequently, only at the beginning of the current century,
fundamental studies on the relationship between innovation and competitiveness appear in
Georgia.

Aims and objectives of the research The aim of the dissertation research is to contribute
to the development of scientific provisions and to substantiate proposals to improve the
project management of innovative development enterprises, in order to increase their
competitiveness. Also develop algorithms and models to enhance the role of innovation in the
organizational management system as an important resource to increase the efficiency and
competitiveness of the organization. The analysis of innovations and innovative processes in
the organizational management system requires the refinement of the conceptual model of the
innovative management system in the organizational management in order to reveal their
essence and specifics. In order to achieve this goal, the following tasks were set and solved:

- Study of new factors that determine the competitiveness of enterprises in the modern
economy;

- Assessment of innovative development trends in Georgia.



- Research of typology criteria for innovative projects;

- Analysis of existing management systems and their use in field of innovative projects.

-To substantiate proposals for the improvement of the system for initiating, developing
and implementing innovative design results.

- To identify key types of organizational management system innovations for selecting
and making effective management decisions at all stages of the organization's life cycle.

- To develop a methodological basis for making innovative decisions in the organizational
management system.

- Offering a management mechanism that will help increase the organization's innovative
activities and competitiveness, as well as the need to develop criteria to evaluate its
effectiveness.

The object of research. Innovative development as a determinant of modern knowledge-
based competitiveness.

The subject of research. Innovative development project management mechanisms,
creation of innovative management systems and assessment of the impact of innovation on the
competitiveness of the enterprise.

Scientific novelty. The scientific novelty of the paper is as follows:

- Based on the analysis of existing approaches to innovative project management
practices and their classification, criteria are systematized and the typology of innovative
projects is proposed for management purposes;

-Proposals were made to improve the project approach in the innovative project
management of the enterprise, which, compared to the existing standards of project
management, contains many additions and new approaches in the formation of organizational
structures. Innovative project management, sequencing the life cycle stages of technology
projects and their support systems, enabling them to be more closely linked to enterprise
planning and management processes and thus increasing the impact of innovative projects on
enterprise competitiveness;

- It is proposed to understand the innovations in the organizational management system
as an important resource for the effective development of the enterprise, the use of which
contributes to a significant increase in the competitiveness of the organization due to the
knowledge of the system requirements. Organizational management, operational selection,
and the incorporation of new or improved ideas, technologies, and management processes into

practice for economic and other benefits.



- Innovative management decision-making algorithm was defined and a conceptual model of
organizational management innovation system was developed, which contains regular and
strategic management blocks, the use of which helps increase the organization's sensitivity to
innovation by improving the quality of innovation.

-To evaluate the innovative potential of the organizational management system, a model is
proposed based on the criteria of innovative transformations of organizational readiness, which
allows to purposefully organize the organization's self-assessment processes, identify its
strengths and areas for improvement and create innovative changes in the organizational
management system.

Theoretical and practical importance. The proposed proposals and recommendations help
to increase the competitiveness of the firm. All this will increase the quality of the
organizations' activities, help them to gain a competitive advantage and achieve long-term
success. The results of the research can be used by the heads of local organizations, as well as
scientists and researchers in the field of economics, business or management.

Theoritical and methodological basis of the research. The theoretical basis of the research
is the works of Georgian and foreign researchers in the field of innovation development and
innovation management, journals, own research, research results of local and international
organizations and Internet resources. The methodological basis of the research is both general
scientific and economic research methods, namely: methods of functional analysis and
synthesis, systemic and logical approaches, grouping, comparison, evaluation and statistical
analysis.

The structure and language of the dissertation. The dissertation consists of an
introduction, three chapters and nine subsections. It is also accompanied by a conclusion, a list
of used literature.

Table of Contents
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Il. The main content of the paper

In the introduction of the paper, the aims and objectives of the research are formulated,
the relevance of the topic, the subject and object of the research are substantiated, the
theoretical-methodological bases and information sources of the research are given, the
theoretical and practical significance of the paper is established.

The first part of the paper - Innovation Development Management and Company
Competitiveness discusses the main aspects of the existing theoretical knowledge and current
trends in the field of science and practice in the field of innovation and innovation projects,
which shows that the initial theoretical foundations of the formation and development of
innovation were prepared and implemented by European and American authors, present an
analysis of attitudes towards innovation by various scholars, on the basis of which a modern
understanding of innovation is revealed.

There are many views on the concept of innovation in the world. There are many
definitions of it in the economic literature. Different scientists define these concepts
according to the object and subject of research:

Table 1.1. Basic approaches to defining the term "innovation" in science research

Authors
.. 8 )
Definition of the | @ 5 9 | > g |
o — 3] o = - @] =]
vonovation” | 5 | & |E | |®| 8| & |E| 8
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Source: Adapted by the author

Combining modern definitions of innovation, we can formulate the definition of this
concept as follows: Innovation is the introduction of value-added novelty in different
directions, accompanied by a social effect. Innovation for an organization is the use of
research advances for the purpose of obtaining tangible or intangible benefits. Expanding and
upgrading businesses, developing new production methods, developing new management
systems and approaches. The same section of the dissertation discusses the types of

innovations, their features and key aspects, as well as the features and challenges of



competitiveness. It is accepted to divide innovations according to different signs. Innovation
is mainly assessed by technological parameters and market positions. With this in mind,
innovations are classified. mphasis is placed on the fact that the importance of innovation in
modern business is growing more and more. Innovation allows the company to gain a
competitive advantage, break through market barriers and quickly occupy leading positions.
Thanks to significant innovation, the company may even gain monopoly power. That is why
modern advanced companies do not spare time and finances to strengthen the research and
development component. However, innovations are important not only for companies to
increase their profits, but also for countries and societies.

In this part of the paper discusses the importance of innovation processes for the
country's economy. The fact is that every successful innovation project is a success primarily
for the economy of the country where it was created. Therefore, there is a tendency in the
world that economics is based on knowledge and in this regard try to implement various
measures in different fields. The same part discusses the main priorities of Georgia's socio-
economic development strategy for promoting innovation, according to which the
government will facilitate research and development in order to increase private sector
development and competitiveness, which in turn includes promoting applied research and
increasing their public funding efficiency , through the development of other tools.

The first chapter of the paper discusses the organizations operating in Georgia, which
serve the introduction of innovation and development, important ongoing and implemented
projects created by them.

It is necessary to single out the Georgian Innovation and Technology Agency
(GITA.GOV.GE) from the mentioned organizations, which has eight priorities: science;
Creative; ICT; Engineering; Education; Infrastructure; Social innovations; Startups and
accelerators.

It was the responsibility of the Agency for Innovation and Technology to implement
and complete in December 2020, the European Competitiveness Program "Horizon 2020",
which was the largest program of research and innovation in the EU, with a budget of about
80 billion euros, for 7 years 2014-2020. Grants were used for scientific or research
discoveries, inventions or innovations and the best ideas. The mission of the program was to

promote brilliant science, respond to societal and industrial challenges. “Horizon 20207-s



successor program is called Horizon Europe. Which started in January 2021 and will end in
December 2027, with a budget of 95 billion euros. “Horizon 2020”-s program partner was also
Batumi Shota Rustaveli State University. On January 14, 2016, the first public meeting was
held at Batumi Shota Rustaveli State University, which was attended by representatives of
the participating countries. A total of 506 applications were sent from Georgia to participate
in the Horizon 2020 program, which is only 0.61 percent of the total number of applications
submitted.

The same chapter discusses the Global Innovation Index (GII), its data has been
proccessed by us (GII) Evaluates up to 132 countries in terms of innovation opportunities.
Through up to 81 indicators grouped into 7 categories, GII aims to provide a comprehensive
study of innovation in the dimension of innovative expenditures (inputs) and products
(outputs). (WIPO.INT)

Evaluation categories are:

- Institutions (political environment, regulatory environment, business environment);

- Human capital and research (education, research and development);

- Infrastructure (Information and Communication Technologies (ICT), General
Infrastructure, Environmental Sustainability);

- Market environment (credit environment, investments, trade, competition and market
scale);

- Level of business development (level of knowledge of employees, existence of
connections required for innovation, ability to acquire knowledge);

- Knowledge and technologies (knowledge creation, impact of knowledge in the process of
creating innovations, dissemination of knowledge);

Creativity (intangible assets, creative products and services, e-creativity).

In the index report, the results of the countries are discussed both in terms of economic
groups (high-income, upper-middle, lower-middle and low-income countries), as well as in
the regional context. Georgia is considered as a high-middle income country in the GII
studyIn this regard, Georgia showed high results in 4 out of 7 categories, namely institutions,
human capital, level of business development and market environment with high scores
above the average of upper-middle income countries. However, Georgia was rated below
average in the other 3 categories, infrastructure, level of business development, knowledge

and technology, and creativity. As for the regional incision. Georgia belongs to the group of



West Asia and North Africa, with countries such as Qatar, Armenia, Azerbaijan, Uzbekistan,
Lebanon, Saudi Arabia, Jordan, Tunisia, etc. In the regional arena, Georgia ranks 5th out of
19 countries. Georgia was rated above average in 2 out of 7 categories, namely institutions
and market environment, while below average was found in the other 5 categories.

Diagram Ne 1 adapted by the author
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In the 2020 survey, Georgia was ranked 63rd with 31.78 points, and in 2021, despite a
slight increase of 32.4 points, it has not changed in the rating and is still ranked 63rd. They
also point to deterioration in specific categories, both in terms of the production of
innovative products. Georgia's rating deteriorated significantly in 3 of the 7 categories of the
index, namely knowledge and technology dropped from 67th to 75th place, from 81st to 85th
place in the infrastructure category, from 68th to 74th place in the creativity category, and
significant progress was made in business. The level of development which improved from
79th place to 61st place.

Diagram Ne 2 adapted by the author
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(Diagram Ne3 and Diagram Ne 4) Identify the strengths and weaknesses of Georgia in
terms of innovative development through specific indicators. In the category of institutions, the
country occupies a leading position in terms of ease of starting a business. The ratio of students
to teachers in educational institutions was positively assessed in the category of human
capital. The market environment category is characterized by ease of getting loan and low
rates, while in terms of business environment, a high rate of foreign direct investment was

also observed.

Diagram Ne4 Adapted by the author
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In the category of infrastructure, in particular in the indicator of logistics capabilities,
Georgia was found to have one of the lowest rates, in this respect it occupies 111 places in
the world. In terms of the level of business development, there is a lack of research
cooperation between higher education institutions and the private sector, while the lack of
high-tech production and intellectual products was weakly identified in the category of
knowledge and technology

Diagram Ne5 Adapted by the author
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The GII Survey of 2021 positively assessed the trend of innovative development in
Georgia as a whole, but also showed a slowdown in progress. In particular, compared to last
year, the results in 3 categories deteriorated, which ultimately does not allow the country to
move forward in the rankings.

The results of the Global Innovation Index 2021 highlight the stagnation in terms of
economic and innovation development in specific areas, and one of the most important issues
is the development of information technology and organizational models. One of the most
important issues in the dissertation topic is "Modeling Innovative Organizational
Management Systems".Innovation opportunities play an important role in the development
of the economy, therefore it is necessary to take a complex and comprehensive approach to
the challenges in this sector and eliminate the shortcomings, especially in the areas of
education and infrastructure.

The dynamics of Georgia's innovative development is not clear. It is characterized by
changes in the rate of growth rate, as well as differentiated according to different areas. The
most critical situation is in the field of education and infrastructure. The fact is that the state
is not indifferent to the promotion of innovative ideas and tries in every way to create a
comfortable environment where the potential for development in this regard will increase
even more. The Georgian Agency for Innovation and Technology has an important role to
play in establishing innovation centers, technoparks, legislative improvement and ensuring
information symmetry as much as possible.

The first chapter of the dissertation also discusses the competitiveness theory of the
three leading schools of American; British and Scandinavian theories that have shaped our

view of competitiveness. In our opinion, the competitiveness of the enterprise is primarily



reflected in the ability to capture markets, attract customers and sell as large a volume of
products as possible, make the most of the "price - quality - time" combination. This ability is
defined or expressed in a number of economic indicators that characterize production
efficiency, enterprise sustainability, and company value.

The market itself forces entrepreneurs, industrialists, to engage in new technological
competition, which means that they are constantly on the lookout for innovations to ensure
the release of new competitive products. Enterprises that failed to upgrade their technical
base, introduce new technologies, virtually withdrew from the competition and stopped
functioning.

We identified three groups of factors in the firm's competitiveness:

- At the macroeconomic level - factors of the country's competitiveness;

- At the sectoral level - competitiveness factors of the sector;

- At the company level - the characteristics of its own potential and place in the market,
in particular, the uniqueness of the product.

We also discussed the factors hindering the effective functioning of the firm in the
dissertation; Method of competition; Methods of possible strengthening of the company. The
data of the National Statistics Office of Georgia is also being discussed, in particular: product
innovation; Innovations in goods and services developed by enterprises or institutions; Enterprise
involvement in innovative activities; the share of enterprises that have received any kind of
financial support. Based on the analysis of existing statistics, we can say that innovation activity
in Georgia is not growing at a high rate; this view is also supported by international assessments

of the state of our innovative environment.

The Global Competitiveness Index calculation is based on the use of 98 indicators
combined into 12 groups, including indicators related to science, technology and innovation,
such as: research and development costs, number of scientific publications, international
joint inventions, patent applications, etc.

Global competitiveness and trends of countries are analyzed in the annual reports
prepared by the World Economic Forum (WEF), the most competitive is the economy of the
country whose development is the fastest in dynamics (World Economic Forum, 2019), due
to the Covid Pandemic, this rating has not been updated in the last two years.

Georgia ranked 74th in this ranking in 2019, which is 8 positions worse than in 2018,

deteriorating position in seven groups (institutions, ICT technologies, macroeconomic



stability, commodity and labor market groups and business dynamism group).

The same chapter of the paper discusses the socio-economic strategy "Georgia 2020"
which was adopted by the Government of Georgia in 2014, the strategy outlined the various
areas of innovation and technology development: Improving access to finance for research
and development and promoting their commercialization; Developing the infrastructure
needed for innovation; Strengthening the protection of intellectual property rights;
Promoting the widest possible use of information and communication technologies in the
economy; Attracting foreign direct investment focused on modern technologies.

The strategy also reflected the targets for innovation and technology development (Table
1.2) by focusing on the following indicators for 2020:
Table 1.2 Source: Adapted by the author

Goal In Real time
Indicator Basic 2020 year 2020 year

Knowledge-Based Economy Index (KEI)

68 45 63
Global Innovation Index (GII) (Georgia

73 60 63
Position)
Global Information Technology Index (GItI) 65 50 68

As we can see (Table 1.2) "Goals for Innovation and Technology Development" failed,
only the Global Innovation Index came close to the goal, so we can say that the strategy
developed by the government "Georgia 2020" did not achieve the goal of innovation and
technology.

At present, there is no such document in which the government's strategy will be widely
discussed, only the government program 2021 - 2024 "Building a European state", which does
not specifically mention innovations and technologies.

The second chapter of the paper "Innovative design as a form of organizing the
innovation process" explores the different views of researchers on the main directions of the
innovation project. An innovative project as a concept is interpreted by most researchers
with different interpretations, but essentially the same. It can be defined as a system of
organizational, financial, research, production, technical and marketing activities aimed at

creating and introducing new products, works, services, technologies in market conditions



that have no analogues in production practice and ensure significant efficiency and growth
of enterprise results quality.
The main task of the Innovation Management System is to provide comprehensive event

management for all types of innovative activities of the enterprise, including:

* Research and development;

* Creation and purchase of new equipment and technologies;

* Acquisition of licenses and patent rights;

* Purchase of software;

* Implementation of innovations within the production project;

» Staff education and training;

* Marketing research and development.

There are three different approaches to the essence of innovative projects. They can be
considered: (Harold Kerzner 2013)

- as a form of innovation management;

» as a process of implementing innovations;

* As a set of documents.

According to the first view, an innovative project is a complex system of different
activities that depends on and relates to resources, performers, deadlines, and also aims to
achieve specific goals (objectives) in the priority areas of science and technology
development.

In the second case, the innovation project is a combination of different activities, the
implementation of which leads to innovation. It should be noted that these activities can be
of scientific, industrial, technological, organizational, commercial, financial nature and are
often carried out in a certain sequence.

The third option assumes that the innovative project is a combination of all technical,
organizational and planning, as well as accounting and financial documentation, which is an
integral part of the project.

If we combine all the above points of view, then we get the definition of an innovative
project in a broader sense, and this is, in our opinion, the most accurate and complete
version.

An innovative project is a system of interrelated goals and programs, which is a set of

research, development, production, organizational, financial, commercial, and other



activities that are properly organized (related to resources, timelines, and executors), and a
set of documentation based on specific scientific and An effective solution to a technical
problem, expressed in quantitative terms and leading to innovation.

It should be noted that any innovative project is an investment project because it
requires financial investment.

Specific features of innovative projects are:

- Implementation of innovative projects usually requires a large amount of initial
investment.

- Innovative projects are characterized by a longer payback period.

- An innovative project can maximize cash flow: by selling products at higher prices (in
case of radical innovations), or by minimizing costs (by introducing process innovations). In
many ways, it is this aspect that determines the contribution of an innovative project to the value
of the company.

- Innovative projects are characterized by a higher level of risk, which leads to the need to
use a higher discount rate when calculating investments. This requires some caution on the part
of enterprises in initiating and implementing innovative projects.

The diverse goals of innovative development and the many types of innovative projects
are defined. We can distinguish innovative projects according to the following classification
characteristics:

* Subject-content structure and nature of innovations;

* Level of decision making on the project;

* The nature of the project objectives;

* Project period;

* Type of innovations created during the project;

* Scale and importance of the project. Valdaicev S.V.

In terms of impact on the project company maximization and highlights the following
projects:

* Project for the development and implementation of additional innovations;

* Radical Innovation Development and Implementation Project Obviously, when analyzing
an innovation project, it is necessary to use several classification characteristics simultaneously.
When using investment decisions, it is necessary not only to analyze the innovative project, but
also to compare it with alternative projects.

In terms of analysis, there is the following classification of projects:

* Independent (decision to invest in one does not affect other projects);



* Dependent (one of which the adoption of a project leads to the mandatory acceptance of

a related project);

* Mutually exclusive (a kind of dependent project, the adoption of one project leads to the
rejection of another).

When choosing one of the mutually exclusive, the issue of analyzing the effectiveness of
each project under consideration becomes relevant, since the comparison of performance
indicators allows the investor to make a competent decision about the investment.

Clearly, for the purposes of effective management of innovative projects, it is necessary to
create a sufficiently large number of typologies, taking into account the scale of the national
economy, the structural level of complex and strengthened economic management, as well as
a large number of objects in the field of innovation. The author's version of the Typology of
Innovative Projects is presented in detail in the second chapter of the dissertation.

The second chapter of the paper presents the organizational structure of the innovative

project management system in the enterprise developed by the author;



Figure 2.1 Organizational structure of the innovative project management system in the

enterprise
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focuses on the conditions of the enterprise that actually exist in the practice of the country
and can be implemented in these conditions, depending on the organizational, resources and
staff capabilities of the enterprises. This organizational structure also reflects the technology
of developing and implementing innovative projects (the movement goes from top to
bottom) and defines the location and key connections of individual project participants in
this technology. In contrast to the typical schemes of organizational structures of project
management recommended by international standards (Project Management Body of
Knowledge/ Project Management Institute, USA. 1987), It is more adapted to the real

economic practice in the country. It is mostly used for medium-sized projects implemented



by enterprises. A number of elements of organizational structure reflect the specifics of
innovative design. They are specially marked on the diagram.

The organizational structure of innovative project management includes all
organizational units of the enterprise that are directly or indirectly involved in innovative
design and characterize the functional connections between them. In addition to the actual
creator of the innovative project (project manager and team), these are the departments of
the enterprise that create the project products, as well as the specialized services of the
enterprise, which, according to their functions, ensure the movement of the innovative
project.

The organizational structure of innovative project management also includes product
recipients with whom there is constant interaction.

The same chapter presents and discusses the main stages of initiating and managing an
innovative project developed by the author; System for ensuring the development and
implementation of innovative projects of the enterprise; Enterprise Innovative Project Support
System; Innovative projects in the enterprise planning system;

Managing innovative projects is most effective when they are implemented within an
enterprise planning system.

The fundamental steps are to develop a forecast of scientific and technical
innovations, which allows us to take into account the scientific and technical basis on which
the forecast of scientific and technical innovations will be implemented, allows you to
formulate a strategy for innovative development of the enterprise. In addition, based on this
strategy, a comprehensive scientific-technical development program of the enterprise is
developed, which is an integral part of the strategic development plan of the enterprise. The
comprehensive program allows you to establish interconnected systems of innovative
projects in the enterprise, to set priorities.

Specific innovative projects and business plans for their implementation are formed
on the basis of a comprehensive program. This work is carried out within the framework of
the medium-term development plan of the enterprise. Finally, the short-term (annual)
development plan of the enterprise creates plans for the introduction of innovative projects,
both in the enterprise itself and in foreign markets. Disclosing project information at an early

stage can be difficult for several reasons:



- Danger of counter-actions by competitors;

- Closed (formally open) character of the company. Accordingly,

The hypothetical response to an ongoing project (early stages) is assigned to
management, who must first analyze the impact of the project on the current value of the
company at various points in time. Secondly, to set a reasonable timeframe for disclosing
project information, and thirdly, to organize the process of turning a closed company into an
open one, with a minimum of liquidity.

Ensuring transparency of information is aimed at, in particular, disclosing
information:

- Innovative project (to stimulate demand for shares of the enterprise, which plans to
implement a promising innovative project);

- Company financial results (which may also be significantly affected by the innovative
project);

- Assets of the company (the possibility of displaying tangible and intangible assets
during the implementation of the innovative project has already been discussed above);

- Company contractors

Given the object, goals and objectives of the dissertation research, we conducted a
research on an innovative company. Some conclusions and suggestions are presented on the
basis of these studies.

In the framework of the research, our goal was to understand the position of a leading
company in the market in terms of introducing innovations in the field of services in the
Autonomous Republic of Ajara. First of all, it was interesting to find out what kind of
innovative service the company offers to the customer, what is the target market, what kind
of competition does it face in the market, does it constantly train employees, does it create an
innovative product on the spot.

This innovative company was established in 2019 and operates in the field of services,
which produces innovative technologies and systems based on smart home management. The
company aims to improve living conditions. With the help of these technologies it is possible
to quickly and easily create ideal conditions for the home.

The company's mission is to constantly develop and improve smart systems. The
company focuses on the introduction of IoT systems, which include home automation,

energy efficiency, ventilation and heating, curtain and sunlight management, smart audio



systems and smart shutter systems. The company uses leading technologies to create simple,
smart and ideal products that improve everyday life. This is exactly the goal of smart home
and systems in modern society. We strive to create better living conditions for future
generations.

The company uses ZIGBEE technology, it is an innovative device built on the wireless
network, which uses the full capabilities of the network. Compared to other technologies,
ZEGBEE is recognized as one of the fastest, safest and most reliable.

Smart systems are used in apartments and flats, private houses and cottages, offices
and hotels.

The company's function is to make the home smarter, which means using systems
that manage home automation, energy efficiency, light control, home security, ventilation,
the use of smart shutters, and smart audio systems.

The smart home is managed by a mobile app that apartment owners have downloaded
to their phone and automated.

In order for the system to work, it is necessary to have electricity and internet
connection in the apartment, and for the applicant only internet connection, which is the
main thing for the user, is completely safe, as there is no dangerous mechanism in it.

There is no need to own special brands of home appliances, since a smart home fits
any appliances.

Specifically, the company offers the following types of innovative services to
customers:

* Smart home

o De-house smart home equipment to enable you to live in a home equipped with
modern, smart appliances. This proposal includes the integration of 7 smart systems

* Smart hotel

o WeHotel is an innovative and automated management system designed for hotels based
on the latest IoT (Smart Technology Internet Management System) and Mobile Internet
technologies.

o Through the WeHotel system it is possible to control the control devices in the hotel
both on site and remotely, optimize work procedures and save energy, so as to reduce the total
costs of management and operation.

» Smart office



o "Green Office" is designed for a joint office, small and medium businesses. It is a smart
lighting and energy management system. With a protection system and electricity consumption
monitoring function, "Green Office" provides customers with much more comfortable and safe
conditions.

The company offers three individual innovation packages:

* Basic package

» Comfort package

* Business package

The main customers of the company are construction companies operating in the
local market, from which the following can be distinguished:

. Alliance Group

. 7th Heaven

. NBG BUILDING

. Gumbati Group

. ARFI Group

. Guru Holding

. Aquamarine Residence
. ALLEY PALACE

. H GROUP

Based on interviews with the company, we found that since its opening, the company
has 42 official partner construction companies that are demolishing and have already
completed a total of 60 facilities where customers have received the innovative product
offered by the company.

As for the already implemented and ongoing innovative projects by the company,
which also includes projects commissioned by partner companies, the data is the following:

* "Smart House" - 1500 apartments

* "Smart Office" - 10

* "Smart Hotel" - 3

As for the smart home project, the number of individual (retail) orders: 25% are
Georgian citizens, 25% are Israeli citizens, 20% are Russian citizens, 15% are Ukrainian
citizens, and the remaining 15% are distributed to the following countries: Turkey, Belarus,
Armenia, USA , Germany, and Gulf countries.

The company explains such a low percentage of Georgian citizens by the relatively



high costs of the "smart home" system and lack of information.

According to the existing contracts by 2026, the company has to "smarten" up to 11
thousand apartments, and they have planned to increase the number of employees to fifty. At this
stage, the company occupies about 80% of the market (Autonomous Republic of Ajara), and its
only real competitor is located in Tbilisi.

At this stage, the number of employees in the company is 14, it is a noteworthy fact that
most of the employees are graduates and students of Batumi Shota Rustaveli State University.

The company sent several employees to China for training, while other employees
trained online in pandemic conditions.

The company is actively seeking to participate in international exhibitions, in 2019
and 2020 the company participated in the international exhibitions of smart systems in
Dubai and Amsterdam.

The company names the shortage of qualified personnel as the biggest obstacle, which
hinders even the expansion of the business at the initial stage, as well as the second problem
with the lack of information on "smart systems" in the locals, and of course the pandemicDue
to which it was not possible to go to several international exhibitions, the pandemic also
delayed the construction projects to be completed by partner companies, which hindered the
introduction of "smart systems" at these facilities.

The company plans to develop a smart home system program that includes a Georgian
interface, which is related to having a large financial resource and human capital. The
company intends to start working actively on the current issue in 2023.

ased on the research, we can conclude that the competition in the field of innovative
services is less, despite the obstacles, the company still manages to provide services in the
market, the lack of qualified staff increases the costs incurred by the company, which shows
the lack of information on innovation in Georgia and in particular in the Autonomous
Republic of Adjara, which hinders the provision of innovative services.

With the existence of a state support program, it is possible to increase competition in
the existing service sector and bring innovative services to the market in a new direction,
which will contribute to the development of other areas as well.

The second chapter of the dissertation proposes the classification of risks of innovative

activities developed by the author according to the stages of the innovative project;

Table 3.1 Risk classification of innovative activities according to the stages of the innovative project

Project stage | Risk characterization




The previous stage of the investment

Project concept development

Risk of selecting the wrong concept

Investment efficiency

Insufficient efficiency of the invested investment or its complete absence

Location of the object

Unfavorable location.

Investment decision making

Limited funding. Insulation by insufficient investors to budget for successful
and perfect start of the project.

Minimum cost investment to achieve maximum effect

Investment Phase

Company solvency

Risk of insolvency of the company, payment of suppliers, loan, lack of means
of payment for contractors

Change in technical and work projects

Identification of deficiencies in the project or the need to make changes (major
/ minor), which may lead to a complete overhaul of the project, the need for
additional funding, project approval.

Failure to meet construction deadlines

Delay the project implementation date. Deviations from the schedule due to
planning errors, the impact of external / internal factors

Non-compliance with the terms of supply of raw materials, supplies,
components

Improper supply of materials, raw materials, equipment, which may lead to
deviations from the implementation plan

Staff qualifications

Low staff qualifications, which can lead to
Poor, inefficient execution of project assignments

Rising prices for raw materials, energy, components

Rising prices by suppliers, which may lead to an increase in the cost of the
project, the need for additional funding

Increase in the cost of equipment due to currency risks

Depreciation of the national currency. An increase in the value of the
exchange rate and, consequently, an increase in the cost of imported
components

Non-performance of contracts by partners

Unreliable suppliers selected, delivery time delayed or inadequate quality
delivery.

Increase of wage costs

The need for additional labor resources, which will automatically lead to an
increase in the cost of staff salaries and, as a result, an increase in the cost of
the entire project.

Changes in legislation

Increased costs due to unexpected government taxes and customs regulations

Operation phase

Provision of working capital

Low turnover of funds. Lack of working capital

Appearance of an alternative product

Appearing in the competition market for lower priced similar products, with
better quality. Customers go to a competitor

Inflation rate

High inflation rate. Decreased purchasing power of the population due to
rising prices

Lack of demand for innovation / low project efficiency

Low economic profit on new product. Lack of demand for the product

Changes in prices of raw materials, supplies, transportation

Suppliers increase prices for raw materials / services, which increases the cost
of the product

Reliability of technologies

New technology / product is unreliable and requires significant / minor
processing

Attitudes of the population and the government towards the project

Negative attitude of the government towards the project, which may lead to its
closure. Public dissatisfaction

The more radical the innovation, the more time it takes for society to adapt and move

on to a new product.

There is no way to avoid risk. You can reduce the degree of their influence only by

different methods such as diversification, insurance, transfer.

The cost of risk may increase during the project. In order to reduce losses, timely

detailed analysis of risks is needed and measures are needed to reduce their negative impact.

A tool - Project Risk Register - is used to reduce losses and increase profitabilityKeeping

records of such risks in projects will allow the project manager to always have up-to-date

information on the risks of current projects, as well as to quickly learn from past project

experiences.




Projects with increased risk require a special mechanism to control the risk and
reduce its impact.

This mechanism is a risk management system that allows you to identify, measure and
control a specific type of risk, which will minimize its impact. The risk management system
includes the following elements:

- Strategic planning;

* Internal management accounting and auditing;

» Market monitoring;

* Research of other projects;

* Setting prices for innovations;

* Innovative project financing standards system. The system is necessary to determine the
acceptable level of risk that management will take in accordance with strategic planning.

Most of the risks negatively affect the innovative activities of enterprises. This
confirms the need to analyze, calculate and manage risk situations. Risks negatively affect
the financial outcome in the event of an unintended outcome of an event, which is certainly
undesirable for the enterprise. Consequently, every enterprise is interested in increasing the
value of an innovative product.

The third chapter of the paper "Formation and development of innovative
management systems of organizations” presents the algorithm for innovative decision-

making in the management system of the organization developed by the author.



Innovative sensitivity and control of system operation, relationship between elements
of its internal and external environment.

Measuring the impact of innovation on business results, identifying system problems, market problems, etc. Gathering
new features about system capabilities.

( s .V . . )
Conceptually complete analysis of information about problems, sources of innovation, creation

of new knowledge about the capabilities of the system.
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Let’s consider making innovative decisions step by step. Innovative sensitivity and
control of system operation, the relationship between the elements of its internal and
external environment - the first step is to gather information to make a decision about an
innovative organizational management system. The sensitivity of the innovation

organization system should be specified by a special method to identify innovations in the



field of information, changes and problems in the functioning of the system, to identify
possible sources of decision-making and innovation, new needs, sales markets, etc. .

The second stage is to measure the information obtained, the impact of innovation on
business results, identify system and market problems, and so on. Gather and systematize
new knowledge about system capabilities. This could be data from research activities,
benchmarks, industrial intelligence, new technologies or existing technologies, methods,
markets, goods, services, patent funds, and so on. At this stage, the problems in conflict with
the organization as an object of management are revealed.

Structured information is needed to generate new knowledge or conceptually
complete analysis of information problems, sources of innovation, and system capabilities. A
detailed analysis of the current situation allows, as a rule, to reveal the whole set of
contradictions and opportunities. Among them is the main one, which is a problematic
situation, ie a situation when an unsatisfactory situation has already occurred, but it is still
unclear what should be done to change it.

Sources of innovation - knowledge, technologies, processes, needs - are conceptually
fully analyzed in search of new opportunities. At this stage, it is also possible to generate new
knowledge, conduct research and development to eliminate possible gaps.

This is the fourth stage in the development of innovative organizational management
system solutions - setting and updating management goals and innovations - this is based on
the established problem, the identified problem, the identified opportunity, depending on
the competence and personal qualities of the project staffThis stage determines what needs to
be done to solve the problem, to realize the potential, and all subsequent stages of decision
making determine how to implement all of this.

The following three steps are directly related to the development of regular solutions:
Identifying the problem with previous problems, studying the techniques used in this case
and their results, as well as predicting the results previously recorded. Since the ongoing
processes in the organizational management system are cyclical in nature, most decisions are
made on a regular basis. Given the full clarity of these stages, we will not focus on this.

The development of innovation effectiveness criteria is a very important stage when
the principle of decision measurability is introduced. It seems that at this stage the goals are

being replaced by quantitative criteria. Criteria are needed to achieve goals, to resemble



them. The criteria, in fact, reflect value systemsThe multi-criteria nature of real problems is
due to the fact that a single goal is usually not expressed by a single criterion. The criteria
may have different relative meanings. Moreover, often criteria can lead to opposite
relationships.

It is often desirable to classify criteria into three components:

- Purpose of the projected system;

- Means and methods of its implementation;

- System relationship with the environment.

Performance criteria is a very important issue in the field of innovation. Selecting and
defining an innovation criterion requires the experience and high competence of developers.

Generating, conceptually complete selection of alternatives, listing multiple
alternatives (non-deterministic solution algorithms) is the way to identify innovations. It is a
conceptually complete alternative to behavioral options and an indicator of managerial
influence that ensures the originality, effectiveness, and relevance of decisions

Model - in a broad sense - any image, analog (mental or conditional: image,
description, diagram, drawing, graph, plan, map, etc.) of an object, process or phenomenon.

The modeling phase includes the following stages:

- Generation of a model;

- Optimization;

- The choice.

There are three main functions of modeling: cognitive, predictive, and normative.

The cognitive function is that due to abstraction, models allow to easily explain events
and processes observed in practice.

The predictive function of modeling reflects its ability to predict future properties and
condition of simulated systems.

Normative function. If there are criteria for assessing the condition of the model, it is
possible not only to describe, but also to create its normative image, which is desirable from
the point of view of the subject, whose interests and preferences are reflected in the criteria
used.

In order for the created model to meet its purpose, it is necessary for it to meet a
number of requirements that ensure its functioning.

First, a sufficient degree of consistency of the relevant model created with the



environment in which it is to operate; In addition, the environment itself must create the
preconditions that ensure the functioning of the future system. Not only should the model
adapt to the environment, but the environment should also adapt to the model of the future
system.

Second, model simplicity. On the one hand, the simplicity of the model is its
inevitable feature: it is impossible to take on all the varied situations of the model. On the
other hand, it is not necessary to make the model more complex than it requires.

Finally, the third requirement is model adequacy. Adequacy of the model means the
ability to use it to achieve the goal of the project in accordance with the established criteria.
The adequacy of the model means that it is sufficiently complete, accurate, and true.

Failure to meet these requirements will deprive the model of its features. In general,
modeling is not only a decision-making stage, but also an essential function of an innovative
organizational management system.

The next logical step in making a decision is to test the market, which involves
presenting a truly innovative product or service to the customer. Testing is conducted to get
news about innovation from users. The main task is to get feedback from users about the use
of a new product or service in order to maximize or eliminate issues related to product design
or service features and options.

Decision evaluation and verification. At this stage the decision is evaluated according
to the criteria. Its effectiveness is evaluated. Numerous information and analytical
technologies have been developed and are also being developed today to analyze complex
and important decision-making tasks. The most common methods for analyzing
multicriterical problems are based on the creation of unified generalized initial criteria, using
sum coefficients as a sum of weighted initial criteria.If a decision has been drafted and made,
then those entities should be notified immediately, who should make further further
decisions.

Monitoring the implementation of decisions. Implementation of the principle of
expediency of the decision, i.e. If it is not implemented, then it is not a decision

Adjusting goals. This is purposeful system feedback. This process allows the system to
generate new, previously unavailable features based on previous experience.

The same chapter discusses and proposes the modeling of innovative management



systems developed by the author, presents the conceptual scheme of innovative management
systems of the enterprise; Homeostatic management model;

Figure 3.2 Conceptual scheme of the innovative enterprise management system
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This model, combined with innovative decision-making algorithms, allows you to

design an organizational management system that has the ability to develop innovative
solutions on a regular basis.

Numerous configurations of the regular control process are performed in a controlled
system, with orders, documents, instructions, and so on. To perceive the effects of regular
functioning and interaction to change, regulate, or ensure transformations in the process.
The result is management decisions, operational experience and other information. Usually,
in practice, this process consists of several sub-processes, with different meanings and is

individual to each organization. This may include financial management, production



management, logistics, human resource management, etc. Process design, as well as
operational experience, can be a source of innovation.

Sensitivity to innovation in the innovation process is an essential internal trait. This
data is configured to absorb information about innovations, changes in the internal and
external environment of the controlled system caused by these new problems of interaction
of system elements. Changes in stakeholder expectations, new ideas, knowledge,
technologies and requirements for the organizational management system can become a
source of innovation. Finally, we take innovations in a formal way for the regular
management process, as well as experience that can serve not only the goals of the
innovation process itself, but also the adjustment of strategic goals in the organization and
the requirements of the organizational management system. In practice, this process can
consist of various sub-processes such as: knowledge management, innovative potential
management, quality management, etc., as well as a number of specific innovative projects.

When modeling an organizational management system, the principles of modeling
can not be overlooked when managing conflicts. Resistance management will be studied by
homeostatics and related to the discovery of the structure of the control system; Which
maintains trends, parameters, functions, rhythms, and developmental tendencies by merging
management contours, which is unusual for traditional representations. The same object is
controlled by two systems, which in turn are controlled by a third, which creates the top
control level as shown in the figure:

Figure 3.3 Homeostatic management model
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The difference between homeostatic systems and other adaptive control systems is
that they represent objects in which the underlying processes remain constant over a wide
range of changes in the external environment. This feature is attractive to us when
developing an innovative organizational management system.

Accumulated homeostatic and theoretical material to explain a number of complex
phenomena in living, social, economic, ecological systems allows the creation of artificial
systems as homeostats.

The main statements of the theory of homeostatic systems are as follows:

The structural basis of homeostasis is the special organization of information flows
when managing processes in a control facility. The simplest homeostatic structure is created
from three control contours, creating such a whole where one contour controls the goals of
the other contour control contours and they have a common control object.

In the lower level contours the control objectives are inversely related. Maintaining
the homeostasis of the dynamic properties of the control object is ensured by the
coordination of the processes in the control "triangle".

These provisions form a certain hierarchical structure. In homeostasis it is considered
as the core of the homeostatic system.

Some large companies set up separate, innovative integrated organizations for



innovative development. In this case, the principle is implemented when one object is
controlled by two control systems, with different decision-making algorithms that are under
a third, single control. The availability of resources allows a different management system to
be created for the management entity, with a different decision-making algorithm for the
management object allocated to it, while maintaining the existing management system
without significant changes.

Understanding the principles of homeostatic management opens up another level of
creating dynamic, innovative systems of organizational management in which it is necessary
to set a natural driver of self-development, such as resistance management, leadership,
motivation. Innovative Management Systems Decision Making Algorithm, together with the
Innovative Management System Innovation System model, provides a conceptual basis for
creating a rich diversity of organizational management innovative systems as well as
evaluating the innovative capabilities of existing systems.

The complexity of the innovative management procedure is due to the objectives of
the subject of management and provides adequate potential for staff, leaders, the presence of
knowledge management support processes in the organization, self-assessment, etc. The
feasibility of an innovative organizational management system as well as the conceptual
model of an innovative management algorithm is entirely based on the organizational
capabilities of the organization. In other words, the innovative potential of the organization
is a prerequisite for the creation of innovative systems of organizational management and
determines the quality and quantity of innovative solutions, while the management of
innovative potential is the future innovation of the organization.

The same chapter proposes five parameters for evaluating the innovative potential of
the system: goal setting, innovative potential of the leader, innovative potential of the staff,
information, conceptualization. Also"Innovative Capacity Assessment Matrix of

Organizational Management System" is presented and developed by the author.

Table 1.4 Innovative Capacity Assessment Matrix of Organizational Management System

Evaluated criteria Minor compliance Compliance Full compliance

1. Setting a goal. 20% 30% 40% 50% 60% 70% 80% 90% 100%
1.1. Relevance of the targets.
Focus on innovative development.

1.2. Strategic management process,

The degree of completeness and integration
into the management system of the
organization.

1.3 Compliance with the needs of the
interested party.




Criterion evaluation. Goal setting.

2. Leader Innovation Potential.
2.1 Leader*s Leadership Potential.

2.2.Leader professionalism and innovation.

2.3. Leader commitment for innovative
development

Criterion evaluation. Leader Innovation
Potential.

3.Personal innovation potential.
3.1.Human potential.

3.2 Motivation.

3.3 Commitment and involvement of staff
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4. Awareness of the organization's | 20% 30% 40% 50% 60% 70% 80% 90% 100%
management system.

4.1 System Access and Innovative Receipt
of Information.

42.Use of information when making
innovative decisions

4.3. Knowledge management and the
creation of new knowledge, stimulating the
growth of knowledge.

Assessment of the awareness criterion.

5. Conceptuality.
5.1 Efficiency of Algorithms
When making innovative decisions.

5.2 Operation of the innovative process of
the organization's management system in the
business model of the organization

5.3. Conceptual completeness of innovative
types of management system types

Criterion evaluation. Conceptuality.

General assessment

According to this matrix, the self-assessment of the innovative potential of the
organizational management system aims to identify the strengths and weaknesses of the
organization's activities and to plan the necessary improvements and innovations in the
management system in relation to the set tasks. To the best of its ability, using the
assessments obtained in the process of managing the innovative potential of the organization.
Enterprises use different observation periods for regularity of self-assessment. These periods
are determined by many factors, which include:

- Speed of change in the external environment;

- Enterprise size;

- Industrial market characteristics, etc.

In order to increase the objectivity of expert evaluation, it is recommended, first of
all, to involve qualified specialists who are not interested in distorting the evaluation results,
and secondly, to use active investigation mechanisms (consent mechanisms, autonomous

investigation mechanisms, etc.).



It is advisable to use a "trio" of experts, in which each evaluates independently, and
then all agree on a collective decision on the evaluation of the criterion to be announced
(personal opinions of the experts remain confidential). Values are evaluated for the
'capability’ criteria compared to the 'baseline' estimates used in the EFQM, each criterion is
justified, supports policy, strategy, relates to other criteria, is structurally embedded in the
management system, is measured, studied, and improvements are planned and
implemented.Ratings are given to:

- 0 to 10% - no evidence or they are random;

- 15-35% - some evidence;

- 40-60% - Evidence;

- 65-85% - clear evidence;

- 90-100% - Comprehensive evidence.

Applying these recommendations ensures that the results of measuring the innovative
potential of the organizational management system are manipulated.

It should be emphasized that we value the innovative potential of the management
system, which we consider to be a decision-making procedure. In other words, we value
organizational resources that can be used to make quality innovative decisions.

We measure the resources that answer the question of "how" to upgrade the
management system that is responsible for the effectiveness of the organization. Overall
evaluation as well as evaluation of criteria is important provided that no critical values are
achieved for individual sub-criteria. For example, if the criterion of "authenticity of purpose"
is of minimal importance due to a violation of the laws of nature, economy and society, or
inability to obtain material resources, the overall assessment does not matter.

Conceptually, our position coincides with the well-known saying: "The task of the top
management of the organization is not to develop decisions, but to develop the decision
process and monitor its operation." If the task is to move the path of innovative development
as the most effective path, then it is necessary to start management. It is necessary to change
the working principle of the management system in a special way in order to develop its
innovative solutions. To solve this problem, we need to define our position, understand what
is an innovative solution, what are its development features, working algorithm and business

model scheme of innovative management systems.






Conclusions and Proposals

Based on the study of theoretical and practical materials discussed in the dissertation, we have

developed specific conclusions and proposals (recommendations). In particular:

>

In order to create conditions for innovative activity of enterprises, for successful
implementation of innovative projects, it is necessary to pursue interrelated state
policies (credit, budget, tax, etc.) to stimulate the implementation of these criteria:
acquisition and implementation of innovations, implementation of own innovative
projects .

It is necessary to move from fiscal relations of the Government with enterprises and
taxpayers to partnerships, when taxation is integrated in the system of unified economic,

investment, innovative Government policy towards entrepreneurial entities.

» The state should become an important function to create a favorable environment for

innovation in the entrepreneurial sector in developing countries.

The following economic and budgetary policy measures should be used to fulfill this

function:

>

Inclusion of research and development costs in the private sector in the cost of
production;

Targeting tax incentives to increase research data in large companies and small and
medium-sized businesses interested in innovation activities;

Preferential lending of scientific and technical development and equity financing of large
projects, development of venture financing;

Transfer of government property or proposing land free of charge or at preferential
terms for the establishment of innovation enterprises and the establishment of scientific
infrastructure in the regions;

In the Georgian economy, the competitiveness of enterprises in various fields of
economy can be ensured only by scientific and technical achievements, transition to an
innovative path of development, initiation of innovative projects, formation of an
innovative market, development of new types of business entities - innovative
enterprises.

Innovative projects represent different specific types of public projects. From an
economic point of view, these are special class investment projects. The goal of
innovative projects is to create and implement effective innovations in the real economy.
Innovative projects are characterized by high risk and high potential profitability.

Innovative projects often anticipate the current needs of the economy by considering



their recommendations and decisions, thus "working for the future".

>

The role of innovation in increasing the competitiveness of an enterprise is
determined by the existing quantitative relationship between the indicators of the
level of innovation and competitiveness. Defining these attitudes forms the basis for
effective innovation management as a factor in increasing competitiveness.

For effective management of innovative projects, it is necessary to use a typological
approach and to identify specific types of innovative projects, based on the national
economy of the country, different types of enterprises, complex and branched
functional and economic management structure levels. For each innovative project,
all the typological characteristics necessary for management should be defined.

It is advisable to assess the impact of innovation on the manufacturing activity of the
enterprise on the basis of establishing the relationship between innovation level
indicators (share of technological innovation costs, share of information and
communication technology costs, weight of innovative products) and production
index and return on assets. These figures are summarized by statistical data, at the
level of industry groups of industrial enterprises, which allows econometric
comparisons to be made.

Innovative project management is most effective when it is implemented within the
strategic planning system of the enterprise, which allows the involvement of
innovative projects and enterprise planning documents at all stages (long-term
forecasts, enterprise development strategy, scientific and technological development
programs and increasing competitiveness, medium and short-term Investment
business plans) and thus to increase the specificity and purpose of projects.

An important link in the management of innovative development is the system of
regional support for innovative projects of enterprises. It includes: Innovation-
oriented and enterprise-oriented regional planning system; Regional economic policy
(investment, fiscal, foreign economy, personnel, small business), stimulating the
implementation of innovative projects of enterprises; Regional Innovation
Infrastructure that provides support for innovative projects.

Particular importance is the project approach to managing the innovative
development of the enterprise. A project-based approach to innovation
management allows us to overcome the obstacles created by the inertial system of
state and corporate governance of the economy. The project approach allows you to

more accurately identify the specific needs of the enterprise in innovation,



accelerates the process of creating and implementing innovations, and finally, allows
innovations to focus on solving the main task - to increase the competitiveness of
the enterprise.

A special feature of innovative solutions is that the novelty provides a special
algorithm for developing such solution. The developed algorithm for making
innovative management decisions aims to enhance the organization's innovative
receptivity, to develop innovative and regular solutions effectively, and to implement
innovations in practice.

A conceptual model of an innovative organizational management system based on a
process approach is proposed. The model contains regular and strategic
management blocks that interact with the management system innovation
processes. This model allows you to strengthen the organization's sensitivity to
innovation by improving system quality and controlling the functioning of the system
and its interaction with the external environment.

The model of the innovative management system influences the competitiveness of
the organization by the ability to perceive and generate innovations in an innovative
environment, starting with solving innovative problems, process engineering,
developing new products and services, etc. And by developing a new business
model.

The decision-making algorithm within the framework of innovative management
systems, together with the model of the innovative management system, creates a
conceptual basis for the creation of innovative management systems, as well as to
assess the innovative capabilities of existing systems.

A model for evaluating the innovative potential of the organizational management
system is proposed, which allows the organization to purposefully organize the self-
assessment processes of the organization, identify its strengths and areas for
improvement, and form a portfolio of innovative changes in the management
system.

Standardization of quality criteria is difficult, but at the same time they determine
the competitiveness of the organization, in contrast to standard indicators such as
cash flow, profit, etc.

The results of the evaluation of the innovative potential of the organization in
accordance with the decision-making logic are the basis for creating new knowledge

about the real situation, sources of innovation, system capabilities.



» The Innovative Decision Making Algorithm, the Conceptual Model of the Innovative
Management System, and the Innovative Capacity Model of the System aim to
introduce integrated innovation management into the organizational management

system based on a holistic view of the problem.



