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Abstract

Nowadays, ensuring the enterprise competitiveness
both in the national and international scale, is not pos-
sible without implementing an efficient system for its
innovation activity management. In the modern peri-
od, when a progressive recognition of the innovative
economy key role increases worldwide, the cost man-
agement factor is of primary importance. The need
for expenditure management stems directly from the
costs’ role, namely costs immediate engagement to
the food industry profit formation process.

In food industry domain, both sustainable develop-
ment and competitiveness of modern enterprises
depends on the degree that enterprise, - using new
ideas and technology-intensive technologies, - isable
to produce products, and the degree of characteristics
combination satisfying the consumer. In this regard
the industrial production future success is associat-
ed with knowledge closely interlinked with innova-
tions. For the effective use of innovations, requiredis
a management system that will effectively manage
thefoodindustryenterprise’sinnovative activity. Into-
day’s conditions of knowledge economy development
significant structural changes take place associated
with the emergence of a management mechanism,
embodying a key element of the food industry enter-
prise innovation activities costs management system,
the element binding its other components and lead-
ing to their interaction. The objective necessity and
practical significance of the t food industry enterprise
innovation activities costs management mechanism
is due to its connecting role, both within the man-
agement system and between the managing and the
managed subsystems. The food industry enterprise
innovation activities costs management mechanism
is a complex formation resulting from the connection
andinteraction ofdifferentfunctionaland maintaining

system parts, classified according to the target goals
and the managerial effects implementation prospects,
since the management mechanism implementation
concept widely depends on solving the question
of food industry enterprise development goals and
objectives. The growing role of innovation activities
brings new requirements to the issues of choosing the
most effective mechanisms for food industry enter-
prise innovation activities costs management, which
requires attentiontotwo main pointsinherentininno-
vation activity: the factor of time and its results.

Therefore, the skillful expenses management consid-
ered in relation to the incomes for which such costs are
incurred, together with the novelty will give a double
economic effect. The uniqueness of a particular enter-
prise in the food industry involves the formation of a
specific mechanism for food industry enterprise inno-
vation activities costs management, focused on the
specifics of its activities and relationships, both inter-
nal and with the outside environment. All the above
implies the need for further applied research.

Key words: Management system, Management mecha-
nism, Costs, Innovation activity, Food industry.

1. Introduction

Nowadays, ensuring the enterprise competitiveness
both in the national and international scale, is not pos-
sible without implementing an efficient system for its
innovation activity management. In the modern peri-
od, when a progressive recognition of the innovative
economy key role increases worldwide, the cost man-
agement factor is of primary importance. The need
for expenditure management stems directly from the
costs’ role, namely costs immediate engagement to
the food industry profit formation process.
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The food industry innovative activity costs manage-
ment should be comprehensive; in addition, manage-
rial decisions taking and implementation in the field
of expenditure, involves costs systemicconsideration
and assessment that determines the need to study
cost management as a whole system.

A significant contribution to improving the enterprise
innovation activity management has been made by
such scientists as: Zakharkin, Zakharchenko, llliashen-
ko, Turylo, Filyppova [1, 2, 3, 4, 6, 7], and others. The
recent research analysis has shown that in researcher
publications any common list of elements that form a
management system s stillabsent. Most controversial
here is the question of management mechanism in-
cluding into the management system. Some research-
ers believe that the management mechanism rep-
resents an independent component that should not
be part of the management system; moreover, they
consider management mechanism as an independent
system. The others, on the contrary, believe that the
management system functioning is impossible with-
out the management mechanism making part of its
structure.

In proceeding to our study, we preferred the variance
when the management mechanism is considered
as key element of the management system, as it is a
connecting link between its system units as well as be-
tween the enterprise’s managing and managed sub-
systems. The complexity and importance of the enter-
prise’s innovation activity costs managing mechanism
do impose the need for more detailed research.

This article purpose is to study and develop theoreti-
cal foundations of the management mechanismas the
food industry enterprise innovation activity cost man-
agement system integral element.

2. Definition and characteristic of the man-
agement mechanism as the food industry en-
terprise innovation activity cost management
system integral element

2.1 System of innovation activity expenditures
management at the food industry enterprise

The whole management system includes both manag-
ing and managed subsystems formed by the manage-
ment subject, i.e. enterprise’s staff which in any wayin-
fluences the costs formation, and the staff interaction
mechanism, considered as a complex of administrative
actions in relation to the management object, i.e. costs.
The enterprise management mechanism is a part of a
management system providing interaction between
its managed and managing subsystems, which condi-
tions, features and efficiency are determined by deci-
sion-making rules and procedures, as well as are influ-
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enced by information taking into account the internal
and external environment dynamics. It is the manage-
ment mechanism that connects the entire enterprise
with its resources (capabilities) thus providing a coher-
ent, purposeful interaction of all other food industry
enterprise management system elements, represent-
ing a system —in-a system that bears certain functions
(Figure 1).

2.2. Food industry enterprise innovation activi-
ty influencing external and internal environment
factors

The cost management process implies identification
and study of influencing factors. These factors are very
diverse, but two main groups can be distinguished:
internal factors and external environment factors. All
internal environment factors at the food industry en-
terprise can be considered as a united factor of the en-
terprise’s readiness to accomplish the predefined goal,
therefore responsible both for timeliness and delay in
the innovations launch on the market. The external
environment factors at the food industry enterprise
can similarly be both threats to effective innovations,
as well as their favorable factors. There exist an infinite
factors number, so a complete analysis of their com-
binations is impossible, therefore when determining
the management mechanism functioning factors we
distinguish those environmental factors that have the
greatest influence on its functioning and determine its
effectiveness. Refer to figure 2 for the factors bearing
the most significant impact on the food industry enter-
prise’s innovation activity.

2.3 Mechanism of food industry enterprise innova-
tion activity expenditure management

The management mechanism target subsystem in-
cludes goals and main results of the enterprise’s activ-
ity, as well as the criteria for selecting and evaluating
certain goals achievement and the food industry en-
terprise’s performance ciphers. The innovation activity
expenditures management system is an integral part
ofthefoodindustry enterprise management consider-
ing a certain mission, purpose and content of the en-
terprise’sexistence, itsdevelopmentperspectivedirec-
tions choice and the enterprise’s main goal definition.

At a food industry enterprise, similarly to any other
one, the innovation costs management can be effec-
tive or ineffective. Its effectiveness is characterized by
the goals achievement degree. Therefore, it is advis-
able to form the enterprise management “objectives
tree” and to determine the innovation costs place the
overall system of the food industry enterprise manage-
ment goals (Figure 3).
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Figurel. Management mechanism as the management system element
Source: own development

External and internal environment factors influencing the food industry enterprise innovative activity
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Figure 2. The most influencing food industry enterprise innovative activity external and internal environment factors
Source: created by authors using materials [1-5]
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The management system functioning purpose isto de-
velop and implement managerial decisions for form-
ing the necessary behavior of the management object
under conditions of various external and internal envi-
ronmentinfluencesinordertoachieve the formulated
goals. The innovation activity management goals can
be presented in the form of three goals levels: innova-
tion project management objectives, innovation pro-
gram management objectives and the innovative de-
velopment goals. The cost management goals are de-
rived from the innovation activity ones. When building
a system, the t of the innovation activities costs man-
agementis guided by the final target criterion, defined

as the maximization of the result to costs ratio, taking
intoaccountboth novelty andtime factor, with the use
of efficiency ensuring strategy. Different management
levels goals achievement determines the need to im-
plement at each specific management object the ap-
propriate management functions.

In the functional subsystem of innovation activity
costs management we can differentiate management
stages and functions allowing to allocate the first order
functions that provide management influence, and the
second order functions providing the information sup-
port (Figure 4).

Target subsystem of food industry enterprise management mechanism

Main goal: taking and implementing the managerial decisions to form the managed subsystems
(or management objects) required behavior under various environmental influences

Target subsystem of innovation activity management mechanism

competitive products and services

Main goal: taking and implementing the managerial decisions for transforming the scientific research
and designer development results into a new product, improved technological process or approach to
service rendering directed to those results use and commercialization, delivering to the market new

budget frame

I'level: innovation project management goals referring to an efficient use of resources reaching the
— planned financial result of innovation, implementing the project goals within assigned terms and

Il level: innovation program management goals, embodying essentially the innovation projects
— portfolio including such innovation projects selection criteria and management principles that allow
an efficient use of all resources and represent the enterprise’s strategic priorities

— Il level: innovation development management goals based onto the enterprise strategy and goal
thus directed onto resolving the enterprise strategic goals formulated as its innovative strategy

Target subsystem of innovative activity expenditures management

Main goal: taking and implementing the managerial decisions targeted at maximizing the result — to—
cost ratio with the account of novelty and time factor

I variance: minimizing cost of achieving the planned efficiency level

—‘ Il variance: maximizing effect at keeping costs within certain limits

Il variance: maximizing the main ratio without costs limit control

— [V variance: maintaining the achieved efficiency level and activity volumes

— V variance: activity development maintaining the efficiency level unchanged

Figure 3. Target subsystem of food industry enterprise management mechanism
Source: own development
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Functional subsystem of food industry enterpriseinnovation activity costs management mechanism
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Figure 4. Functional subsystem of innovation activity costs management mechanism at the food industry enterprise
Source: Created by authors using materials [6-9]

It should be noted that none of the listed functions in
itself nor a simple functions totality will not allow to
form a coherent idea about the innovation activities
costs management process. Only in inseparable unity
and mutual interaction they form a unified manage-
ment cycle.

Prediction is a key importance management function,
since it helps to achieve consistency in all elements
actions. At the same time the innovation activity costs
management should be carried out at the prospective
and currentlevels of prognostication. Typically, the fol-
lowing stages are distinguished in the prognostication
process: selection, analysis and evaluation of waysto
achieve the goals; resource analysis; drawing up the
necessary actions plan and order of their implemen-
tation; analysis of the developed plan version; control
over plan implementation, necessary changes, if any
required.

Since in the innovation activity management cycle
the planning and plans execution develop in parallel
due to the uncertainty caused by research and devel-
opment stages making part to the innovation activity,
there is a special relationship and the logical sequence
of the first order management functions implementa-
tion, which provide the management influence. These

functions are implemented not sequentially (in turn),
as in traditional management, but in parallel (simul-
taneously). When considering the innovation activity
cost management functions, it should be taken into
account their differentiation from functions in normal
production activities.

When planning the innovation activities costs, itis nec-
essary to determine the maximum possible amount of
costs to ensure the enterprise’s break-even operation
that will further enable its smooth operation to imple-
ment not only innovative but also other activities. To
that aim, necessary is taking into account the specific
features of innovation activity: high risks, innovations
content and results probabilistic nature; perspective
and long-term character of innovation implementa-
tion results; work cycle duration; considerable com-
plexity of works.

The organization function in the system of innovation
activities expenditures management involves deter-
mining the key points for costs formation and respon-
sibility centers for their compliance, as well as the de-
velopment of involved staff linear and functional con-
nections hierarchical system for those performing a
complex of cost management system works. The pres-
ence of many interconnected operations, complexity,
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uncertainty, high risks, personal and creative nature
of product innovation, all these factors make the en-
gaged staff work organization one of the most difficult
administrative tasks.

The peculiarity of control in innovation activity costs
managing refers to changes in relationship between
different control types. They are increasingly focused
on self-control, on strategic control of innovation costs,
and on financial and economic control types. In addi-
tion, since innovation activity, as already mentioned, is
characterized by a high degree of uncertainty and un-
predictability, thus entailing increased risks, important
is the continuous monitoring at all innovation activity
stages. The control function should be presented at all
innovation activity costs managing levels, since its effec-
tiveness depends on all other functions performance.

When regulation, the actual costs are compared with
the planned, deviations are detected, that results in the
adoption of operational measures to eliminate those
deviations. So, in order to avoid the enterprise failure
in achieving the planned economic result, the timely
innovation activity costs regulation is a prerequisite.

The stimulus function involves encouraging the inno-
vation process participants to comply with the norms
and cost limits established by the plan, as well as search
for reserves to reduce costs. The high qualification of
the employee in the innovation sphere, the individual
personal complexity and the multiplicity of motiva-
tion pose basis of his attitude to fair remuneration as a
probabilistic process that has a nonlinear relationship
between labor costs and expected results.

The main structure of work on the innovation activi-
ty costs standardization generally includes: identify-
ing the standardization objects; carrying out expens-
es classification to establish the standardized norm;
determination of factors influencing costs amount;
choice of standardization methods and development
of standards; assessment of the developed standards
quality and effectiveness.

Accounting the innovation activity costs has its own
specificity, directly depending on the production
types, the specific innovation activity stage, the en-
terprise financial capabilities, the way of innovative
product developing (the presence or absence of its
own research units). Any innovation as the innovation
activity final result is unique, and therefore it is impos-
sible to develop in advance a unified methodology for
calculating innovations and successfully use it for each
innovation project, the innovation activity costs con-
tent directly depends on the innovation type. To effec-
tively account for the innovation costs, the enterprise
must ensure that relevant information is disclosed for
making managerial decisions regarding the new prod-
ucts fabrication. This requires to build a methodology
for innovation costs accounting in accordance with the
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information users’ needs. One of the innovation activ-
ity accounting disadvantages is that there is nosingle
system of accounts and accounting registers to reflect
the innovation activities costs, income and financial
results. At the same time, existing accounting regis-
ters, book-keeping accounts and statistical reporting
do not provide reliable data for analysis of innovative
product and its impact on financial and economic per-
formance.

The enterprise innovation activity costs analysis serves
as a tool to generate initial information formanagement
purposes, as the errors and inaccuracies made during
the analysis may be reflected in the adoption of sub-
optimal managerial decisions. In the enterprise inno-
vation activity costs analysis system we can distinguish
the following areas: analysis of the costs formation plan
implementation, reduced to finding deviations of actual
indicators of innovation activities costs formation from
the planned; factor analysis, that in turn allows us to de-
termine these deviations’ causes; cost-benefit analysis,
that allows evaluating the effect based on the ratio of
resources spent and the positive effect.

In the subsystem of enterprise innovation activity
costs management ensuring, technical support, soft-
ware and mathematical support, information support,
staffing, and methodological support can be evolved
as shown below (Figure 5).

All subsystem components are interconnected and
mutually dependent. Given the benefits that the sub-
system provides, its content and functions should be
adapted to the cost management process.

Technical support includes technical controls, organi-
zational and computing equipment. Improvement of
technical support is one of the most important areas
for improving cost-effectiveness management. Its ap-
plication allows to increase the managerial decisions
efficiency and validity at the expense of data process-
ing speed increase and a faster data transfer.

The computer technology use implies the availability
of appropriate software and mathematical support.
Software and mathematical support implementation
involves building and use of economic-mathematical

Subsystem of enterprise innovation activity costs management mechanism ensuring |

Technical support |

Software and mathematical suppart |

Information support |

Staffing |

]

Methodological support |

Figure 5. Subsystem of food industry enterprise innovation
activity costs management mechanism ensuring
Source: created by authors using materials [10-15]
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models. Experimenting with such model, we can set its
reaction type for certain changes. If the experimental
results indicate that the modification leads to improve-
ment, we can make decisions about changes introduc-
ing in the real system.

Speaking of information support does mean organiza-
tion of targeted data arrays and information flows, as
well as the system of data collecting, storing, process-
ing and transmitting for analyzing the data obtained,
to prepare and adopt management decisions by man-
aging staff. Information support is a prerequisite for
improving the quality management system, so further
this issue will be given a special attention.

Staffing or personnel support is aimed at satisfying the
enterprise needs in the personnel of required qual-
ification, education level, intellectual capacities and
organizational skills. In the near future, an increasing
number of employees will be involved in enterprise
management processes. Hence, necessary is to clearly
outline the goals, tasks and management functions for
organizational structure various levels.

The methodical support assumes availability of ma-
terials containing a description of processes to solve
certain kind of problems. It has a significant impact on
the cost management process. Methodical guidelines
determine the ways and means of effective solution
for a specific task, taking into account the enterprise
activities landmarks, its structural units and actually
created conditions. Such guidelines allows to quantify

the goals, and thus improve their susceptibility, antici-
pate various situations development, reduce the man-
agerial decisions adoption period. The methodological
support can include both already worked out, proven
management solution schemes, and new ones that
take into account the urgent needs of enterprises.

The quality of decisions made is largely determined by
the ensuring functionalty subsystem state. In order to
make a good management decision, we need to use
modern computer technology, relevant information
and software and mathematical support and profes-
sional staff. The high level of ensuring subsystem de-
velopment will increase the scientific validity of man-
agement decisions taken, reducing their preparation
period.

Consequently, the innovation activity costs managing
mechanism the food industry business should be con-
sidered as a set of interconnected elements, through
which a unified continuous effective innovation activi-
ty development is provided (Figure 6).

All these elements are closely interconnected and ac-
tively interact with each other. The peculiarity of the
innovation activity costs managing mechanism refers
to its dynamic, constant change and improvement.
Therefore, in order to increase the food industry en-
terprise’s innovation activity costs managing mecha-
nism efficiency necessary is to improve each element
of both functional subsystem and ensuring subsystem,
that contributes to goalsachievement.

Food industry enterprise’s innovation activity costs managing mechanism
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Figure 6. Food industry enterprise’s innovation activity costs managing mechanism
Source: authors’ development
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3. Conclusions

- In food industry domain, both sustainable devel-
opment and competitiveness of modern enterprises
depends on the degree that enterprise, - using new
ideas and technology-intensive technologies, - isable
to produce products, and the degree of characteristics
combination satisfying the consumer. In this regard
the industrial production future success is associated
with knowledge closely interlinked with innovations.
Forthe effective use of innovations, required isa man-
agement system that will effectively manage the food
industry enterprise’s innovative activity. In today’s con-
ditions of knowledge economy development signifi-
cant structural changes take place associated with the
emergence of a management mechanism, embodying
a key element of the food industry enterprise innova-
tion activities costs management system, the element
binding its other components and leading to their
interaction. The objective necessity and practical sig-
nificance of the t food industry enterprise innovation
activities costs management mechanism is due to its
connecting role, both within the management system
and between the managing and the managed subsys-
tems.

- The food industry enterprise innovation activities
costs management mechanismisacomplexformation
resulting from the connection and interaction of dif-
ferent functional and maintaining system parts, classi-
fied according to the target goals and the managerial
effects implementation prospects, since themanage-
ment mechanism implementation concept widely de-
pends on solving the question of food industry enter-
prise development goals and objectives.

- The growing role of innovation activities brings new
requirements to the issues of choosing the most ef-
fective mechanisms for food industry enterprise in-
novation activities costs management, which requires
attention to two main points inherent in innovation
activity: the factor of time and its results. Therefore,
the skillful expenses management considered in rela-
tion to the incomes for which such costs are incurred,
together with the novelty will give a double econom-
ic effect. The uniqueness of a particular enterprise in
the food industry involves the formation of a specific
mechanism for food industry enterprise innovation ac-
tivities costs management, focused on the specifics of
its activities and relationships, both internal and with
the outside environment. All the above implies the
need for further applied research.
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