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ADOPTION OF INNOVATIVE MANAGEMENT DECISIONS IN CREATING A SMART CLUSTER

Introduction. When the enterprise can no longer function comfortably due to the scale — quality decreases, stakeholder
dissatisfaction increases — there is a blocking point, after which smartization is impractical and can lead to chaos. In this case, it is
necessary either 1) to open branches; or 2) to separate types of activities (not the main ones, or to divide the main ones into groups);
or 3) initiate and lead the creation of smart clusters. We consider this option to be the most promising based on management
analysis, and it is the one that managers should consider.

The purpose of the paper is to develop an organizational mechanism for creating a smart cluster from the perspective of
adopting innovative management decisions for scaling the smartization of business processes of an industrial enterprise.

Results. In the paper, the author defined the main principles of management decisions on which a smart cluster ("smart specialization")
should be built, identified the key characteristics of a smart cluster and also identified barriers that prevent both innovation
processes in general and the promotion of smartization and the creation of smart cloisters. We see the smart cluster as a regional
policy model that stimulates economic growth based on smartization through effective coordination of state resources to develop
entrepreneurship and increase the competitiveness of industries and enterprises. The combination of new industrial and innovation policy
tools, which is based on the principles of initiative, transparency and flexibility, contributes to developing promising types of activities.

Conclusion. The strategy of "smart specialization" can effectively supplement these recommendations, and they, in turn, will
strengthen the effects of "smart specialization" of the smart cluster. In Ukraine, all the necessary conditions for the successful
implementation of smart clusters have not yet been met.

Keywords: innovative technologies, management analysis, management decision-making, smart cluster, smartization, Fourth

Industrial Revolution

INTRODUCTION

Smartization should not be an end in itself but a
means of achieving goals [1]. Endlessly improving
(smartize) business processes is unnecessary; smartization
should be economically feasible. When the enterprise can
no longer function comfortably due to the scale — quality
decreases, stakeholder dissatisfaction increases — there is
a blocking point, after which smartization is impractical
and can lead to chaos. In this case, it is necessary either
1) to open branches, in which two scenarios are also
possible: a complete repetition of the existing enterprise,
but in another region, country, or the transfer of part of
the leading business processes (production, logistics,
etc.); or 2) to separate types of activities (not the main
ones, or to divide the main ones into groups); or 3) initiate
and lead the creation of smart clusters. We consider this
option to be the most promising based on management
analysis, and it is the one that managers should consider.
Smart clusters (industrial parks, smart specialization) are
a relatively new form of economic organization, which
aroused scientists' interest after Michael Porter's publications
[1]. Clusters in many developed countries play a significant
role in shaping and ensuring the competitiveness of
countries and territories [3].

The PURPOSE of the paper is to develop an orga-
nizational mechanism for creating a smart cluster from
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the perspective of adopting innovative management
decisions for scaling the smartization of the business
processes of an industrial enterprise.

RESEARCH METHODS

The following methods were widely used in the re-
search process: theoretical generalization and scientific
abstraction, systematic approach, induction, deduction,
comparison, collection and processing. The methodolo-
gical and informational basis of the work is scientific
works of foreign and domestic scientists, materials from
the Ministry of Economy and the State Statistical Service
of Ukraine, materials from periodicals, and Internet
resources.

Analysis of recent research and publications

There are various typologies of clusters. M. Porter [2]
distinguishes three types of clusters based on economic
development:

a) local industries: provide goods and services to the
local market, limit competition with others and circulate
money in the region;

b) depending on the resources of the industry:
employment exists where the necessary resources are
available and competes with both national and international
competitors;

¢) tradable industries: selling their goods and services
to other countries and regions, the concentration of
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employment varies by region and attracts cash flow based
on resource advantages and stable base.

M. Porter notes that clusters may include government
and other institutions such as universities, standard-
setting agencies, think tanks, professional training orga-
nizations, and trade associations that provide specialized
training, education, information, research, and technical
support to the cluster.

Y. Gordon and F. McCann [4] classify clusters based
on the type of interaction of cluster enterprises. They
distinguish three types:

a) clusters of pure agglomeration: advantageous loca-
tion of enterprises in the cluster from the point of view of
e.g. labour force (actually, there are no interactions);

b) clusters of complex industrial complexes: advanta-
geous location of enterprises in the cluster from the point
of view of e.g. reducing the cost of interaction (there are
some interactions, such as the interaction of the buyer and
supplier);

¢) social network models: advantageous location of
enterprises in a cluster in terms of e.g. improved interact-
tions such as innovation (there are many interactions to
enhance the quality of services and products)

K. Marcusen [5] distinguishes clusters according to
internal and external interaction into four categories:

a) small local enterprises: small enterprises, long-term
contracts between the buyer and sellers in the cluster,
minimal interaction outside the cluster;

b) fan (spoke) cluster: few key enterprises that act as a
hub with suppliers around them, like the spokes of a
wheel; significant intra-district trade embodied in long-
term obligations;

c) satellite platform areas: large enterprises located
outside, making investment decisions with minimal trade
within the region, no commitment to local suppliers;

d) districts anchored in the state: the state organiza-
tion is the critical tenant anchor in the district.

Finally, I. Panichiya [6] identifies six categories of
clusters based on various features.

a) (semi) canonical industrial districts: family enter-
prises with a small number of employees;

b) diversified urban industrial areas;

c) satellite platforms or agglomerations with hubs and
spokes: a limited number of small enterprises working as
subcontractors for large enterprises.

d) concentrated or integrated agglomerations or in-
dustrial districts: integration of some networks of the
technological sector, which leads to the opening of new
markets;

e) co-location zones: co-location of enterprises enga-
ged in similar activities;

e) scientific or technological agglomerations.

The importance and high value of enterprises' geo-
graphical accumulation in the global economy era are ap-
parent. An industry cluster is beneficial both to the eco-
nomy and to individual enterprises. However, there is no
secure smart cluster yet. Smart clustering is unique, created
to answer modern challenges, but contains features cha-
racteristic of the clusters listed above.

RESULTS

We believe that a smart cluster (""smart specialization")
should be built on the following basic principles of mana-
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gement decision-making:

a) territorial connectivity. The main advantage of
merging into a cluster based on the territorial principle is
the proximity of the subjects. This saves significant time
and resources (significantly when solving complex, urgent
issues), financial resources (savings on logistics, rent,
cost sharing, etc.) and others. Suppose the cluster needs
some unique territorially unrelated to the cluster. In that
case, this is solved by moving the job, establishing co-
operation remotely, opening a branch/franchise, etc.

b) availability of smart services in the territory
("smart" cooperation between territories, their intercon-
nection), its development and infrastructure. Here, two
scenarios are also possible: initially choosing such ter-
ritory or creating it (Silicon Valley). Both options have
advantages and disadvantages, the leading choice is either
we save at the beginning (without creating anew) or later
for many years (on taxes, on a more targeted organiza-
tion, etc.). This leads to a third option: trial creation in an
existing area and then scaling to create an ideal model;

c) the complexity of the implementation of smarti-
zation within the framework of three interrelated direc-
tions: expanding the space of smart services, forming
world-class digital economy competence centres, positio-
ning the cluster as a centre of global communications on
the subject of "smart";

d) embeddedness of the cluster in the Ukrainian and
global digital and legal space. The cluster should, first of
all, cooperate with the pioneers of the Fourth Industrial
Revolution and leaders in the fields in terms of techno-
logy, personnel, etc.;

e) constant cooperation and communication along the
lines of "business-government-science", and not only at
the time of the creation of the cluster [8];

f) inclusiveness for all possible participants [9; 10].

Let's list the key characteristics of a smart cluster:

— business provides an informational basis for iden-
tifying opportunities and determining priorities, and the
state creates favourable conditions for the development of
partnerships between participants;

— decisions to invest in certain projects are made re-
gardless of their source of origin; priority is given to di-
rections in which existing production assets are effect-
tively supplemented with innovative solutions;

— any sector or region can become a platform for
promising transformational projects; as a result of mo-
dernization, the boundaries between traditional and new
types of activity are blurred;

— a smart cluster is progressive by definition, as it in-
volves a constant search for new directions and oppor-
tunities;

— "smart specialization" involves many options for
diversification;

— constant monitoring of the implementation and
evaluation of the results of smartization according to pre-
developed criteria as a basis for improvement are of great
importance;

— the creation process should be highly flexible and
ensure timely redistribution of state resources in favour of
the most viable projects.

We see the smart cluster as a regional policy model
that stimulates economic growth based on smartization
through effective coordination of state resources to develop
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entrepreneurship and increase the competitiveness of in-
dustries and enterprises. The combination of new indust-
rial and innovation policy tools, which is based on the
principles of initiative, transparency and flexibility, cont-
ributes to developing promising types of activities. The
strategy of creating a smart cluster cannot be called neutral,
as it implies the setting of priorities in favour of certain
technologies, enterprises and areas, thereby setting the
vector of priority measures of the smartization policy. Areas
of activity that have the potential for structural trans-
formation with the application of smartization are subject
to development due to the concentration of resources.
Some of the barriers identified in our research hinder
both innovation processes in general, the promotion of

smartization and the creation of smart clusters. The pri-
mary limitations include the gap in the level of labour
productivity between regions; structural "bottlenecks"
caused by excessive centralization of the system; unfa-
vourable business environment; shortage of qualified per-
sonnel; low level of cooperation between enterprises and
universities; lack of long-term strategic planning for the
development of the innovation sphere; fragmentation of
the GDR system and science; low supply of science with
infrastructure and funding from business; insufficient
diversification of science and industry.

The proposed measures to eliminate these barriers are
presented in Table 1.

Table 1 — Recommendations for improving the performance of a smart cluster

Task

Proposed measures for resolution

Improving the business
climate for the purpose
of industrial

— consolidation of taxes at the national and regional levels;

— reduction of trade protectionism due to tariffs and relaxation of requirements for localized production;
—return of "input" VAT, the introduction of a zero tax rate on exports;

— introduction of a simplified procedure for regulating food markets to stimulate competition;

development

— increasing the technological potential;
— infrastructure planning and construction;
— development of professional training.

Stimulation of
cooperation between the
participants of the smart

cluster in the sectoral
and territorial aspects

— involvement of all participants in the smartization management process, including enterprises, state
bodies, universities and the public, in sectoral and territorial aspects;

— integration of smartization strategy (creation of smart clusters) into current long-term political initiatives;
— stimulating partnership initiatives within the smart cluster by providing financial and consulting support,
creating hubs, etc.

Strengthening the
research base and
national universities

— investing in state multidisciplinary, flexible scientific centres;

— stimulation of profile diversification and internationalization of universities;

— strengthening of scientific potential with the help of institutional specialization;
— expansion of the spectrum of funding sources for scientific activity;

— determination of priority areas of scientific research for funding.

Creation of favourable
system and institutional
conditions for
smartization

— strengthening integration into global value chains;

— strengthening of cooperation with pioneers of FIR at the national level;

— increasing openness and expanding access to new technologies;

— financing the purchase of necessary technologies;

— reduction of the cost of capital for investing in innovative activities;

— support of venture capital markets;

— reduction of bureaucratization of the business environment;

— preferential deposit rates on targeted loans with the possibility of non-return in case of scaling.

Improvement of state
policy

— creation of mechanisms for evaluating scientific and technological initiatives with the involvement of
leading experts, including foreign ones;

— use of scientific and technological potential to solve problems;

— diversification of institutes and mechanisms for supporting the scientific and technological sphere;

— increasing the transparency and efficiency of the financial management system in the scientific and
innovative sectors;

— national development of technologies of the Fourth Industrial Revolution.

CONCLUSIONS
The strategy of "smart specialization" can effectively
supplement these recommendations, and they, in turn,
will strengthen the effects of "smart specialization" of the

smart cluster.

In Ukraine, all the necessary conditions for the
successful implementation of smart clusters (strategy of

the country is moving in the right direction: important
political initiatives are being implemented at the federal
level, and the involvement of regional participants in this
process is intensifying. Relying on the existing potential
of the national innovation system can transform "smart
specialization” into a full-fledged economic development
strategy.

"smart specialization") have not yet been met. However,
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HNPUMHSTTS IHHOBALIMHUX YIIPABJIHChKHX PIIIEHDb Y CTBOPEHHI CMAPT-KJIACTEPY

Bcmyn. Konu nionpuemcmeo 6inbute He Modice KOMGOPMHO (PYHKYIOHysamu uepe3 Macumad (3HUANCYEMbCsL KICMb, HE800BOEHHSL
3AYIKABIEHUX CIMOPIH 3DOCMAE), BUHUKAE MOYKA OIOKYSAHHS, NIC/ AKOI CMAPMU3ayis He MibKU HeOOYLIbHA, alle MOJice NPU3eecmu
00 xaocy. Y yvomy eunaoky neobxiono abo 1) eiokpueamu ¢hinii, 600HOYAC MAKOIIC MOANCIUBI 08a CYEHAPII: NOBHE NOBMOPEHHS
0ilou020 nionpuemcmea, ane 8 IHWOMYy pe2ioHi, Kpaini, abo nepeHecemHs YACMUHU OCHOBHUX Oi3Hec-npoyecié (8upobHUYmMEa,
Jozicmuka mowjo); abo 2) eidokpemumu 8uou OiAnbHOCMI (HEOCHO8HI, abo po30itumu OCHOGHI Ha epynu); abo 3) iniyiroeamu ma
Kepyeamu cmeopeHHAM cmapm-kiacmepie. Mu eeadcaemo yeil 8apianm HAUNepCHeKMUSHIUUM 3 MOYKU 30pY YNPAGLIHCLKO2O
amanizy, i came 1020 6apmo po32NAHY MU YRPAGIIHYAM.

Memoto cmammi € po3pobieHHs OP2aHi3ayiliHO20 MeXAHI3MY CEOPEHHs CMAPM-KIAcmepy 3 No2ia0y NPUUHAMMmMs iHHOBAYIIHUX
VIPABNIHCOKUX PIUUEHb OJIsL MACUMABY8AHHA cMapmu3ayii Oi3Hec-npoyecié NPOMUCI08020 NIONPUEMCMEA.

Pezynemamu. Asmop 6u3HAUUE OCHOGHI NPUHYUNU YIPAGIIHCOKE PIULEHHS, HA SKUX CMAPM-KIAcmep («po3yMHa cCneyianizayisiy)
nogunen 0Oyoyeamucs, GusAGUE KIIOYO8I XapaKMepucmuky cmMapm-Kiacmepy ma 6ussus i 0ap'epu, wjo nepewkoodcaroms K
IHHOBAYITIHUM NPOYECAM 3a2anoM, MAK i NPOCYBAHHIO CMApPMU3ayii ma cmeopernio cmapm-ckracmepis. Cmapm-knacmep 6auumscs
Ham AK M0Oelb peiOHANbHOI NONIMUKY, AKA CIMUMYNIOE eKOHOMIYHe 3DOCMAHHA HA OCHOBI CMApMu3ayii WIAXOM epeKmueHoi
KOOpOUHayii 0epatcasHux pecypcie 3 Memoro po3eumKy niOnpuEMHUYmea ma niogUUeHHs KOHKYPeHmoCnpOMOACHOCII 8UPOOHUYME
ma nionpuemcms. Kombinayis HOGux iHCMpYMeHmi8 NpOMUCLO80I Ma IHHOBAYINIHOI NOMIMUKU, AKA CRUPAEMbCA HA NPUHYUNU
IHIYiamueHOCMI, NPO30POCHi MA SHYYKOCMI, CHPUSIE 0C80EHHIO NEPCNEKMUSHUX 6U0T8 OISIbHOCIII.

Bucnoexku. Cmpamezis «po3ymnoi cneyianizayiiy mooice e@ekmugHo O0OnogHumu yi pekomeHoayii, a 6onu, 3i c6020 OOKY,
nocunsimo egpexmu «po3yMHOL cneyianizayiiy pozymHozo kiacmepa. B Ykpaiui we ne cmeopeni 6ci HeoOXioHi yMOGu Oisl YCRIUHO20
6NPOBAOICEHHS CMAPM-KLACMEDIB.

Knwwuoei cnoea: innosayiiini mexumonoeii, ynpaeuiHCobKuil auanis, NPUtiHAMMA YHPAGIIHCbKUX pilleHb, cMapm-Kiacmep,
cmapmusayis, Yemeepma npomuciosa pesonioyis
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