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Jlnst  cydacHMX €KOHOMIYHHX CHCTEM XapaKTepHHUM €
HIIBUIICHHS  HEBU3HAYCHOCTI IX MOBENIHKM B  CHIy
YCKJIJIHEHHS 1 MPUCKOPEHHs MPOTIKAIOUMX B HUX IPOLECIB i
30iblIeHHsT MacTabiB  HACHIAKIB  NPUHHATHX — pillleHb.
OcobuiMBe 3HAa4YeHHSA 1€ Mae€ Yy BiJHOLIEHHI HPOIECIB,
MOB’SI3aHMX 3 OCBOEHHSM IHHOBAIlif, SK BHU3HAYAJIBHOTO
YMHHUKA €KOHOMIYHOTO PO3BUTKY opranizauii. O0’ekTHBHE Ta
CBOEYACHE BHSBJICHHS Ta OLIHKA PU3MKIB CTAa€ BU3HAYAIHHOIO
YMOBOIO YCHIIIHOCTI NPUHHATHX YINPABIiHCBKUX pillleHb Ta
IHHOBaLIHUX MPOEKTIB B LiyloMy. BukopucToByBaHi Metonu i
crocoOu OLIHKM PU3MKIB peasi3alil iHHOBAliHUX MPOEKTIB, a
TaKOXX 3aCTOCYBAaHHs IX Ha HPaKTULI HOCATb, SIK IIPABUIIO,
PO3pI3HEHHH XapakTep, L0 HE 3aBXKIM I03BOJISIE IIPOBECTH
HOPIBHSUIBHUM aHali3 pI3HUX INPOEKTIB 3 TOYKH 30py IXHBOI
e(peKTUBHOCTI Ta JOLUIBHOCTI.

Knouogi cnosa: ynpaBiiHHs, PU3HK, IHHOBAIlis, CHCTEMa
MEHEIXKMEHTY, IHHOBALIHUH NPOEKT, eKOHOMIYHHH PO3BUTOK

IIpoouyc FO.1., UHHOBA-
YUOHHBIMU PUCKAMU.

JIn1st DKOHOMMYECKHX CHCTEM COBPEMEHHOCTH XapaKTEpPHO
HOBBILIIEHHE HEONPENENeHHOCTH MX TIIOBEAEHUS B  CHILY
OCJIOXKHEHUSI U YCKOPEHHMS TPOTEKAIOMUX B HUX IPOLECCOB U
yBEJIMYEHHE MAacIITabOB IIOCIEICTBHH INPHUHSATBHIX PELICHMI.
Ocoboe 3Ha4yeHHE 3TO HMEET B OTHOLIGHHH HPOLECCOB,
CBSI3aHHBIX C OCBOGHHMEM MHHOBAIMH, KaK OIpPeeNsIOIero

Bycapu O.P.  VYnpaenenue

(axropa 9KOHOMHYECKOTO pa3BUTHS OpraHu3aIMu.
OOBEKTUBHOE M CBOSBPEMEHHOE BBISBICHHE M OLIEHKA PHCKOB
CTAaHOBHUTCSA  ONPENEIAIOIMM  YCIOBUEM  YCIIEIIHOCTH

INPUHUMACMBIX YIIPABICHUYCCKUX pemeHnﬁ W MHHOBAILIMOHHBIX
IPOEKTOB B LIEJIOM. Vcrosb3yeMbie METObI U CIIOCOOBI OLEHKH
PHCKOB peajM3alliil HMHHOBAIlMOHHBIX IIPOEKTOB, a TaK¥Ke
NPUMEHECHH € nux Ha IIPaKTUKE HOCAT, Kak IpaBuiIo,
pa3pO3HEHHBIN XapakTep, YTO HE BCEraa MO3BOJISET MPOBECTH
CpaBHMTEHbeIﬁ AHaJIU3 Pas3sjIUYHBIX IIPOCKTOB C TOYKU 3PCHUS
uX 3G (HEKTUBHOCTH U 11€J1eCO00PA3HOCTH.

Kniouesvle crosa: ynpasieHue, puck, HHHOBALHS, CHCTEMa
MCHC)KMCHTA, MHHOBaHHOHHbIﬁ IIPOEKT, OKOHOMHYECCKOEC
pas3BuTHE

Prodius Y.I., Busari O.R. Managementof Innovative Risks.

For economies of today are characterized by increasing
uncertainty of their behavior because of complications and
accelerate the processes occurring in them and increase in the
consequences of decisions. Of particular importance is the case
with regard to processes associated with the development of
innovation as a determining factor in economic development
organization. Objective and timely identification and risk
assessment is crucial prerequisite for the success of
management decisions and innovation in general. Methods used
risk assessment methods and the implementation of innovative
projects and their application in practice are usually fragmented
nature, which does not always allow a comparative analysis of
different projects in terms of their effectiveness and efficiency.
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nnovation and risk management seemingly

do not naturally go hand-in-hand in many

peoples’ minds — although we would argue

that it should. We have been exploring the
benefits of better connecting the two functions and as
a result, Wouter is contributing to this column.

What we have observed is that many people think
a typical start-up — with its highly independent and
empowered teams, agile development, minimal
controls and executives who need to gain market
share and have less to lose — is the ideal incubator for
innovation. The opposite case could be made for a
large organization, with a carefully structured risk
management function.

In our experience however, it doesn’t have to be
that way — nor is it. We increasingly see innovation
and risk management being viewed as partners, not
adversaries. When properly fused, the two disciplines
can help organizations pursue opportunities that a
risk-averse culture might leave on the cutting room
floor. Risk management can help foster a company’s
innovation agenda by revealing blind spots and areas
of underinvestment that threaten the upside of a
company’s future [2].

Analysis of recent researches and publications

Both in Ukraine and abroad the management of
innovation is a significant amount of research.
Innovative risk research of Russian scientists can be
found, with works of such scientists as: V. Geeta,
P. Kovalishin, M. Chuhno, V. Stadnyk, V. Semino-
zhenko, L. Fedulova. Unfortunately, these authors in
his writings do not give a single definition to such
risks and the more differ in views on the classification
of innovative risks.

Unsolved aspects of the problem

Therefore, in today’s literary sources, the authors
not only can’t agree on the very definition of essence
of innovative risk, but there is no single approach for
classification and structuring of the entire subsystem
of this type of risk.

The aim of the article is the qualitative and
quantitative evaluation and application of methods of
risk minimization, avoidance or prevention, which
with some probability may arise during the
implementation of the innovative project.

The main part

Many companies have established “stage gates”,
essentially a funneling process designed to reduce
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uncertainty as exposure to risk grows. In many cases,
however, the stage gating process is too focused on
re-enforcing what the company does well today and
the funnels end up producing only weak, incremental
ideas that come to market slowly and lack emphasis
on new areas for expansion. Without a strong link to
risk management capabilities, stage gates often
become risk averse and weed out big ideas in favor of
small ones. Decision-making bodies may send back
proposals for additional research and work, creating
time-consuming, creativity-numbing rework loops —
as opposed to getting early insight on how potential
challenges can be addressed to give confidence to the
idea.

Ironically, another common impediment to
innovation is an existing corporate culture that overly
celebrates and rewards success. In these cultures, it is
rare to find someone who has been able to rise in the
ranks with a failed experiment on his or her resume,
even if the failure provided valuable insights about
future opportunities.

Venture capital firms — typically designed to
manage risk and encourage innovation — can provide
some important lessons for large organizations
seeking to advance the cause of innovation. These
firms typically create a portfolio of investments and
engage with the management team through the
development process regarding new insights and
unanticipated opportunities resulting from new
learnings in the process. These firms also know in
advance that most experiments will fail.

Innovation can be a company’s most powerful tool
and a key driver of value. Yet many executives,
fearful of the risks inherent in pursuing edgy new
ideas that may not succeed, hesitate to unleash its full
potential. They prefer, indeed, to renovate rather than
to innovate. For example, fully 64% of the 519
companies in our innovation survey shows that a
cross-industry sample of US, UK and French players
are still focusing largely on line extensions. Only 20
percent view their innovation efforts as potential
game changers. And just 18% say they are using
innovation to drive competitive advantage [4].

Some, of course, would argue that responsible risk
management necessitates a cautious approach to
innovation. Only startups, they say, can afford to
court the risk of failure. Global companies are
complex entities, held together by a web of controls.
Loosening those controls to give innovation teams
free rein could incur unacceptable risks and costs, not
only for the company but for its various stakeholders
as well.

That’s why so many big companies opt to reduce
uncertainty by leveraging a traditional, stage-gate
innovation process. Stage gates are designed to
identify the best ideas by putting them through
multiple reviews, or gates. In principle, there’s
absolutely nothing wrong with the concept — quite the
contrary. Stage gates provide a discipline and a
structure for identifying problems early in a project’s
life, and allow the project’s sponsors to keep constant
track of the evolving business case.

The problem, however, is the evaluation criteria
typically used at each gate. Few decision makers want
to take responsibility for a failed experiment, so
extreme caution usually prevails when new ideas are
assessed. Opportunities tend to be defined narrowly.
Moreover, the tools commonly used to support the
process exacerbate the problem. Based on
retrospective analytics — Net Present Value (NPV)
models, for instance, are built on market projections
that are calculated using past trends — they tend to
skew innovation decisions toward optimizing existing
product lines rather than pursuing new ones [1].

While organisations’ innovation activities tend to
have higher risk profiles than other pursuits and
require different methods for measuring value, the
constant need for innovation, change and renewal are
business imperatives that cannot be ignored or
avoided by any organisation for any sustained period.
In fact, the risks associated with an organisation not
making changes to products, internal processes or
business models over time are equally significant,
leading to extinction and irrelevance if unchecked.As
a result, promising ideas are often smothered. And
while many of the innovation initiatives that do gain
approval are low risk, they offer only low returns —
incremental improvements that usually do little more
than maintain market share.

We see organizations apply three key principles to
their work to get a better balance of risk and
innovation:

Flexibility. Rather than placing all their bets on
one or two experiments, companies may want to
consider building a portfolio of early innovation
investments that act as options. Monsanto — number
ten on the Forbes list of the world’s 100 most
innovative companies — realized early on that genetic
modifications could become very important to its seed
business. To mitigate risks, Monsanto developed a
portfolio of experiments, first investing in
biotechnology companies, then opening its Life
Science Research Center which ultimately came to
house more than a thousand employees. In a 2012
presentation to investors, Monsanto’s  Chief
Technology Officer Robb Fraley described this
approach as — growth layers for the company’s R&D
pipeline [3].

Advanced analytics and other sophisticated risk
management tools can guide such complicated
decisions by regularly assessing value against
multiple variables and scenarios. This support can
include risk methodologies and tools designed to
measure both positive and negative uncertainty and
provide realistic estimates of results. Risk scenario
analysis can also simulate results and provide better
operational flexibility.

Speed. Successful innovation often requires speed.
Companies can use rapid experimentation and agile
development to increase their chances of filling their
innovation portfolios with new products and
extensions. An iterative approach that is closely
linked to customers and markets can draw attention to
risks and integrate them into decision-making. In a
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high-speed environment, effective risk management
often encourages risk-taking within the bounds of a
company’s risk appetite. Risk management can, and
should, facilitate companywide dialogue to determine
which risks are acceptable, which aren’t, and how
much risk is appropriate based on potential returns.

Control. Venture capital firms use controls, but
these controls typically are designed to increase risk
tolerance, fostering a culture that embraces the logic
of intelligent mistakes. Innovative companies often
create a safe ground for experiments, — safe because
risks are controlled, managed and measured. This
typically entails bringing together the finance and
operating sides of the business. To the finance side,
risk is often something to avoid or mitigate, while
operations often sees risk as inherent and necessary
for growth. Effective risk governance can bridge these
two viewpoints, translating strategic challenges into
specific risks to take and providing rules, parameters
and measurements to guide both the investments and
the process.

Many of the companies we talk to are focused on
growth strategies and their associated risks. Programs
designed to accelerate innovation are becoming more
common, in part, because successful innovation can
be a cure for many of the risks companies face. The
new and higher regard for risk management reflects
its potential to provide controls in complex business
environments.

Risk management can, in fact, add a level of
discipline and transparency to the innovation process,
while supporting desired risk culture and appetite.
Marrying risk management and innovation can boost
innovation efforts by creating confidence that
innovation bets are well-placed and that innovation
risks are well-managed [6].

Throughout GHD’s history of over 80 years, a
healthy level of innovation has consistently operated
in the organisation even without a dedicated
innovation or research and development (R&D)
department.  Acting with the support and
encouragement of managers, staff have typically
engaged in innovation relevant to the business ranging
from R&D partnerships with universities and
cooperative research centres, through to developing
new services, tools and software in response to client
needs and project challenges. Having experienced
considerable growth in the past decade and
recognising that globalisation, competition and rapid
technological changes were changing the face of
professional services, it became clear GHD needed to
adopt a more structured approach to generating and
delivering innovation. The business issues included:
duplication of effort; lack of transparency; unclear
targets and determination of what represented value to
the business; inconsistent capturing of effort and
outcomes, and insufficient communication of success
and sharing of learning throughout the firm. GHD
needed to more closely align innovation with business
strategy and tighten the management of risk, ensuring
that returns were commensurate with the investment
required. In response, GHD’s innovation program
known as Innovations’, led by a dedicated team, was

launched in March 2008 after two years of research,
design and piloting. The program is underpinned by
an online platform where all employees are
encouraged to submit, collaborate on and vote on
ideas. The program encourages the contribution of
three types of ideas: internal ideas for improving
business processes and systems; external ideas
relating to clients, the communities we work in and
revenuegenerating opportunities, and strategic ideas,
enabling staff to contribute to the future direction of
the company. All ideas are judged by an independent
management board, the Innovation Advisory Group
(IAG), in accordance with a transparent selection
framework. After passing through two investment
gate reviews in the ideas pipeline, the best ideas
receive seed funding to enable refinement and testing,
with the goal of delivery or commercialisation by the
Innovations team. Bennefits of innovation are:

Improved productivity & reduced costs. A lot of
process innovation is about reducing unit costs. This
might be achieved by improving the production
capacity and/or flexibility of the business — to enable
it to exploit economies of scale.

Better quality. By definition, better quality
products and services are more likely to meet
customer needs. Assuming that they are effectively
marketed, that should result in higher sales and
profits.

Building a product range. A business with a single
product or limited product range would almost
certainly benefit from innovation. A broader product
range provides an opportunity for higher sales and
profits and also reduces the risk for shareholders.

To handle legal and environmental issues.
Innovation might enable the business to reduce it
carbon emissions, produce less waste or perhaps
comply with changing product legislation. Changes in
laws often force business to innovate when they might
not otherwise do so.

More added value. Effective innovation is a great
way to establish a unique selling proposition ("USP")
for a product — something which the customer is
prepared to pay more for and which helps a business
differentiate itself from competitors.

Improved staff retention, motivation and easier
recruitment. Not an obvious benefit, but often
significant. Potential good quality recruits are often
drawn to a business with a reputation for innovation.
Innovative businesses have a reputation for being
inspiring places in which to work [6].

A strategy of investing in innovation can bring
significant rewards, but it is not without risk.
Amongst the potential pitfalls are:

Competition. An innovation only confers a
competitive advantage if competitors are not able to
replicate it in their own businesses. Whilst patents
provide some legal protection, the reality is that many
innovative products and processes are hard to protect.
One danger is that one research-driven, innovative
company makes the initial investment and takes all
the risk — only to find it is competing with many me-
too competitors riding on the coat-tails of the
innovation.
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Uncertain commercial returns. Much research is
speculative and there is no guarantee of future
revenues and profits. The longer the development
timescale the greater the risk that research is
overtaken by competitors too.

Availability of finance. Like other business
activities, R&D has to compete for scarce cash. Given
the risks involved, R&D demands a high required rate
of return. That means that for businesses that have
limited cash resources, the opportunity cost of
investing in R&D can be very high.

Risk management isn’t the antithesis of
innovation; it’s the essence. How an organization
conceives of risk management will in large part
determine how effectively innovation is pursued. As
with the first four answers to my hypothetical
question above, many people see risk management as
largely preventative or as the opposite of the bold
risk-taking that breakthrough innovation is assumed
to entail. In this view, risk management is the guy in
the green eyeshade whose job is to stand behind the
visionary with his head in the clouds and keep his feet
on the ground—and sometimes hold those feet to the
fire [7].

But risk management and innovation aren't
opposed. As Clark G.Gilbert and Matthew J.Eyring
recently argued in Harvard Business Review, the core
competency of the most effective and successful
innovators is risk management. For these innovators,
whether in new ventures or in a corporate setting, the
ability to identify, prioritize, and systematically
eliminate risks is what drives innovation forward.
They approach risk management not as a safety
procedure but as a learning process. They know that
no new-business model is perfect from its inception.
So they test its various components and their
combinations such as its customer value proposition,
profit formula, key resources, and key processes — in
controlled experiments in tightly circumscribed
markets, learning as they go and making adjustments.

Risk management, treated as a learning process,
not only propels innovation forward but can also
speed it up. For example, Hilti, a maker of handheld
power tools that was seeing its premium products
undercut by lower-priced tools, innovated a new
business model in which the company would lease
and manage "fleets" of tools for contractors who
found tool management a bigger headache than tool
costs. The model would require on Hilti’s part an
entirely new set of skills like contract management,
customer relationship management, fleet Manage-
ment; and require an entirely new way of working
with clients. All of these challenges represented
significant risks for success.

To manage those risks, the company tested an
early form of the business model on only eight
customers in its home market of Switzerland. During
this early period, they were able to experiment with
various accounting metrics, contract parameters, and
service models — testing and refining the assumptions
in their new value proposition. They had believed, for
example, that only large construction firms would be
interested in the leasing option, but they quickly

learned that small and midsize firms had reasons of
their own for finding it attractive. By conducting
many small experiments in this limited foothold
market, from which it learned valuable lessons and
made important early course corrections, the company
was able to take the new model from its pilot stage to
rollout in all of its markets worldwide in only three
years. As Hilti understands, the right kind of risk
management isn't just built for comfort; it’s also built
for speed.

Real discipline in innovation risk management
means a more relaxed approach to the financials. In
genuinely new-business innovation projects, it is
critical to release the leaders of the effort from the
norms and metrics of the core business. While
experimentation speeds the time to a viable business
innovation, it does not necessarily lead immediately
to the kind of large-scale growth or increased market
share that are usually the barometers of performance
in the core business. When new-business innovation
fails within a few years to generate major growth or
market-share gains, one of two things often happens.
Either the effort is abandoned prematurely or more
money is thrown at it to push it forward. In the first
instance, a more patient company often comes along
and succeeds with a similar value proposition. In the
second, we often see "zombie" innovation projects
that limp along, continuing to suck good money after
bad [5].

It is more prudent and ultimately more productive
to first get the value proposition right and to judge it
in terms of how fast it converts assumptions to certain
knowledge. The relevant financial measure during this
stage is whether the new business can be made
profitable in its foothold market. Profitability
confirms the strength of your fundamentals, allowing
you the patience to scale up in a measured way. That
is the real financial discipline in innovation risk
management: the unswerving ability to resist applying
the wrong kind of financial metrics at the wrong time
and so unwittingly choke off growth potential before
it can reach full fruition.

Taken together, these three principles suggest that
one of the biggest risks in innovation is to see risk
management as a framework to be superimposed on
new-business creation rather than as an inseparable
part of the process itself. Since March 2008, over
1,400 ideas have been submitted and more than 30
ideas have received funding for further development.
Just as importantly, over 4,500 collaborations have
been contributed by GHD people, enhancing the
firm’s ability to leverage intellectual capital across
geographic boundaries and 75 different technical
disciplines. Internal ideas that are progressing to
implementation have the potential to save GHD
approximately $750,000 per annum [2].

Many ideas relate to the automation of processes
which can deliver significant time and cost savings.
Not surprisingly, the challenges posed by climate
change have driven many of the external ideas. One
project in the pipeline is a concept that could cut the
energy consumption of a widely-used water treatment
technology by at least 50 per cent. Based on
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modelling conducted on a large Australian water
treatment plant, annual energy savings to the client
could be close to one million kilowatt hours per year,
translating to about $150,000 in energy costs and
1,040 tonnes of CO2 (which would require 6,240
trees to offset). A provisional patent has been filed
and proof of concept testing is scheduled for the first
half of 2010. What is particularly interesting about
this new invention is that it was submitted by a young
mechanical engineer, validating the open approach to
innovation employedwithin the company whereby
anyone, regardless of seniority and position, is able to
contribute.

After passing through two investment stage gates
and a rigorous validation process, development
funding was allocated and a team assembled,
comprising commercial and technical specialists with
the requisite skills to advance the concept. The market
application for this technology is global with
significant potential for financial and environmental
benefits. Without a structured program in place with
the dedicated skills of commercialisation staff, the
organisation’s exposure to risk includes these possible
scenarios.

A potentially lucrative project would not have
taken place due to the inventor’s lack of seniority and
an undeveloped network of influence within the
organisation in order to secure executive
championship.

A project may have proceeded through the sheer
determination of a passionate inventor, but without
the input and stewardship of commercialisation staff
with the skills and experience to take forward new
opportunities, the  chances of  successful
commercialisation would have been significantly
decreased. GHD has mitigated its exposure to these
two risks by building a range of features into its
program including:

— a tool for submitting and collaborating on
innovative ideas that is accessible and visible to all
staff ;

— a democratic, transparent decision process for
evaluating ideas, removing the potential for line
managers to block good ideas;

— a team trained in change management and
commercialisation  that is  dedicated to
championing and driving innovation projects
through to implementation [4].

For most companies, the big, breakthrough
innovations that deliver new benefits to customers and
thus create new markets — the sort of innovation
exhibited by Dell when it pioneered the direct
distribution model for PCs, or by Apple with its
iconic iPad — remain elusive indeed. So what do the
innovation masters do differently? Our research
shows that highly innovative companies are
essentially no more likely to embrace risk than their
less innovative peers. But when we investigated
further, we found that they approach the management
of innovation risk differently — and that their business
models are critical factors in their success. Consider,
for example, the business model employed by the

venture capital industry, which finances most startups.
These players know that most early-stage experiments
will founder — but they also know that the fruits of
just one or two such experiments could earn back the
investment of their entire portfolio (and then some).

So venture capitalists take an active approach to
managing the risks of their investment portfolios,
systematically measuring those risks to generate
returns. They engage dynamically with their portfolio
companies. Rather than killing a project that’s
running into difficulties, they try alternative solutions.
But they also move swiftly and decisively to close
failures, while doubling down on ideas with promise
— and encouraging ongoing experimentation.

Big companies are obviously different. Larger,
slower and subject to the constraints inherent in
managing their core businesses successfully, they
can’t act exactly like startup investors. But they can
afford to modify their stage-gate processes to drive
more effective innovation. And they do have much to
learn from the venture capital industry’s bold yet
disciplined approach to innovation risk management —
an approach that has created such groundbreakers as
Amazon.com and Facebook. Leading players
recognize that far from stymieing innovation,
sophisticated, state-of-the-art risk management tools,
techniques and models, including small-scale
experimentation and portfolio management, can
actually help encourage it. They know that by fusing
such a risk management approach with innovation,
they can create a powerful, value-driving partnership.
They focus their innovation risk management efforts
on three key business areas [1].

With  product lifecycles across industries
shortening, successful innovation often hinges on
speed. And that, in turn, requires a risk management
process that can shorten learning cycles, recognize
failures early and make timely course corrections — a
process that facilitates a companywide dialogue
around which risks are acceptable and how much risk
is appropriate, based on potential returns.

At Corning, for example, the company’s R&D,
engineering, manufacturing and commercial expertise
are all harnessed in support of the innovation process,
from earliest ideation right through to commer-
cialization. What’s more, senior management
participates throughout, facilitating swift decision
making and significantly reducing the time it takes to
launch projects.

With risks well managed, companies can then use
rapid experimentation and the techniques of agile
development — an iterative process closely linked to
customers and markets — to boost their chances of
coming up with a truly profitable innovation portfolio.

That’s what California-based Salesforce.com did
when management decided to jettison the traditional
stage-gate innovation process in favor of agile
development. In fact, since the enterprise software
maven began working iteratively with the market
through frequent testing, its innovation prowess has
started to return to the high-octane levels of the
company’s early years.
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Globalization and innovation are transforming the
way we live. The pace of change and increasingly
interconnected nature of our societies makes
predictions even more hazardous than in the past.
Future developments are unlikely to reflect a
continuation of past trends. The only certainty about
where the world is headed is that it will be full of
surprises. Innovation in products, services and
processes will yield extraordinary benefits for
humanity, not least in the areas of health and
medicine. Negative shocks are also likely, with the
future characterized by increased systemic risk, and a
higher likelihood of potentially destabilizing and even
catastrophic events. The integration of the global
economy has been associated with increased access to
ideas which allow for the transformation of both
economic and social systems, as well as access to the
products, goods and services which enable
improvements in livelihoods. Recent decades have
been associated with the most rapid decline in poverty
in history and remarkable improvements in health
outcomes for billions of people [8].

Not everyone is benefitting equally from these
concurrent trends of innovation and globalization:
globalization is uneven, and as many as 1,5 billion
people have not accessed the improvements that
globalized innovation affordsl. Within almost all
societies, inequality in access and outcomes is
growing, as those able to benefit from change
accelerate ahead of those locked into increasingly
outmoded systems. A more interconnected, mobile
and educated world yields many positive benefits.
However, it also places a greater premium on
remaining up to date and reinvesting in health,
education, infrastructure and other determinants of
economic and social outcomes. The more rapid the
innovation, the greater is the requirement for
investment and agility in order to stay abreast. For
particular individuals or communities, such as the
elderly, who do not have the necessary capabilities to
remain current, the pace of change may provide a
threat to at least their relative place in society. In the
first section of this chapter, we consider a number of
the drivers of technological innovation and identify a
sample of the major trends currently transforming the
global landscape, including globalization, rising levels
of education, and economic and demographic change.

As our world becomes increasingly interconnected
and complex, new dangers also emerge: we become
increasingly vulnerable to systemic risks. To reap the
benefits of our interconnected and innovative world,
we must address and mitigate these risks. This will be
the subject of the second part of this chapter. 1.1
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Technological change Elderly people today have seen
revolutionary technological change during their
lifetime. Yesterday’s science fiction is today’s reality.
In 1980, we barely understood genes, now we can
manipulate them.

In 1990, a mobile phone was the size of a brick,
now the nanotechnology industry is creating
electronics that float on air and that you could not see
without a microscope. Twenty years ago, there were
fewer than 3 million people with internet access; now
there are nearly 2,5 billion. Genetic modification can
give rabbits an eerie green luminescence. Robots
make cars. Guns can be manufactured with a 3-D
printer. Technology is a double-edged sword. It
unleashes new potential and has been central to
human progress. It can level the playing field, helping
the emerging economies of the world to catch up
more swiftly, and continues to lift more and more
people out of poverty. However, technological change
also can wreak havoc, as exemplified in the
unchecked growth of derivatives, which Warren
Buffet called weapons of mass destruction’ in the
financial sector [3].

Conclusions

The fundamental reason for the decline of

innovative activity in Ukraine is the low solvency
able demand for innovation, resulting in almost 80%
of financing innovation in the industry at the expense
of own funds. This innovation funding for its own
account  non-ferrous  metallurgy is  100%,
woodworking and pulp and paper industry — 97,4%,
printing industry — 97,2%, ferrous metallurgy —
95,3%, the medical industry — 93,5 %, engineering
and metal working — 88,9% of total funding.
Most companies today have come to recognize that
sophisticated risk management is a key enabler of
long-term growth and profitability. What’s more,
some companies have put in place advanced
capabilities to manage their innovation risks
successfully. Few, however, have developed the agile,
iterative approach that can drive breakthrough
innovation rather than drowning it — or have created
the risk-tolerant, organization-wide governance
structures that allow such capabilities to flourish. But
growing numbers realize that with such systems in
place, they could be confident that their innovation
risks were transparent and well managed. And they,
too, could start creating dynamic portfolios of
innovative ideas and experiments — and commit the
funds to bring the best of them to market.

leeup B.M. InnoBamiiini nepcnektuBn Yxpainuw/ B.M. T'eeup, B.Il. Cemunoxenko. — Xapkis:

®enynosa JI.I. TexHOIOTIYHMI PO3BUTOK eKOHOMIKM YKpainu: [MoHorpadis] / JLI. ®denynosa. — K.:

[H-T exoHOMIiKH Ta poruo3yBanHs, 2013. — 627 c.

43



[IpoGieMHI MUTAHHS EKOHOMIKHM YKpaiHH Ta 1i perioHis Economics of Ukraine and its regions: problematic issue

10.

TkauoBa A.B. Pu3ukn iHHOBalliHHMX TPOEKTIB MiJNPHEMCTBA: crenuduKa, BHIM, METOAWKA
ympasiians/ A.B. TkadoBa // Bicauk OHY im. I.I. Meunukosa. — 2013. — Tom 18, Bum. 2. — C. 130-
137.

Innenkoa C.J. InHOBaniliHuit MeHeKMEHT [Enexmponnuil pecype] — M.: TOmniTi, 2011. — Pexxum
nmocrymy: http://biglibrary.ru/category38/book67/part13/.

Sxyba M.M. KampoBuii moTeHIlial K KIFOUOBHHA €IEMEHT IMOTCHI[ay MiJIPHEMCTBA B YMOBax
riobanizanii/ M.M. SIky6a // HaykoBuii Bicauk HIITY Ykpainu — 2009. — Ne7. — C. 302-305.
Argyris, C. and D. Schon, 2008, Organisational Learning: A Theory of Action Perspective,Reading,
MA.

Bandt, J. de and J.Gadrey, 2012. Relations de Services. Marches et Services, Paris.

Barcet, A., J.Bonamy and A.Mayere, 2009, Modernisation et Innovation dans les Services aux
Enterprises, Lyons; CEDES.

Barras, R., 2012, 'Towards a Theory of Innovation in Services', Research Policy, Vol.15, No.4,
P. 169-173.

Key instruments of improving the export marketing system effectiveness [Erexmponnuii pecypcj /
Yu.l. Prodius, V.Yu. Kolomiets // Exonomika: peaiii yacy. HaykoBuii xxypHai. — 2014. — Ne 6 (16).
— C. 64-69. — Pexxum mocTymy 10 xKypH.: http://economics.opu.ua/files/archive/2014/n6.html.

Hanmano no pemakmii 15.11.2015

[poniyc FOmis IBaniBua/ Julia I. Prodius
sergobl970@yandex.ru

Bycapi OnanpeBanmkky Pinsan / Olanrewaju R. Busari
backforlove2003@mail.ru

Ilocunanna na cmammio / Reference a Journal Article:

Managementof innovative risks [Enexmponnuii pecypc] / Y. I. Prodius, O. R. Busari // Exonomika: peanii
uacy. Hayxosuii ocypnan. — 2015. — Ne 6 (22). — C. 38-44. — Peowcum Oocmyny 00 IICYpH.:
http://economics.opu.ua/files/archive/2015/n6.html

44



