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ABSTRACT

As globalisation processes evolve, there is increasing "pressure" and need for companies to
enhance their innovation activity. The development and integration of an innovation
strategy, taking into account all the chances and risks, in a new knowledge-based economic
environment and dynamic market conditions, determines the scientific and practical interest
in innovations capable of ensuring successful competitiveness Competitiveness stems from
building capabilities necessary to sustain growth in a regional, national and international
competitive environment. Such capabilities are created primarily through innovation and its
deployment, allowing multiple potential pathways to success.
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Purpose:

For the national economy of any country developing in the conditions of globalisation, one
of the main problems is to ensure effective competitiveness, according to the dynamics of
both national and global markets. Innovation is an important factor capable of ensuring
successful economic and social development and strengthening economic potential, and its
application depends on innovation activity at institutional, societal and business levels. The
objective of this paper is the theoretical clarification of the nature of innovation activity and
its relationship with competitiveness, as well as the analysis of innovation activity as a
phenomenon with economic and socio-cultural dimensions, significantly affecting the
sustainable development of countries.

Design/methodology/approach:

The methodological basis of the study is the dialectical principle of knowledge, systematic
and interdisciplinary approaches to research. To process the collected information methods
of analysis and synthesis were used, content analysis, intuitive and systematic approaches
were applied. An array of theoretical and factual information contained in the works of
Bulgarian and foreign researchers was used to demystify the indeterminacy of innovation
and innovation activity.

Findings:

Innovation activity, which includes technological, scientific, financial, organisational and
commercial steps leading to innovation, is a consequence of the state of the economic
environment. But this activity can also change the economic environment, affecting
competitiveness and bringing about dynamic changes in a short timeframe. It is crucial to
overcome the 'contradictions' between research, in all its complexity and depth, and the
requirements of the market for goods and services, in order to create a sustainable
understanding of competitive policy with a long-term horizon.

Research limitations/implications:

The study is limited in terms of subject matter and purpose, which are defined in the context
of the relationship between innovation activity and competitiveness. The paper provides
synthesised information and analysis of innovation activity according to contemporary
socio-economic and market attitudes, and the development of innovation strategies and
development models goes beyond the stated objectives.

Originality/value:

The scientific novelty of the research results lies in deepening the understanding of the
nature of innovation activity as an economic and social phenomenon. The significance of the
research is manifested in the enrichment of knowledge with theoretical formulations of
innovation activity, as well as in the possibility of their use in the process of professional
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training. At the same time, the results of the study highlight the need for business
organisations to develop specific activities and managerial capacities conducive to the
development and implementation of innovations, through which they can expand their
innovation activity and gain a competitive advantage. It focuses on intellectual property,
creative freedom and the rule of law as key elements of innovative growth and economic

development.
©Democritus University of Thrace

1. Introduction

In today's world of global information technology and communications explosion, of frequent scientific breakthroughs
and discoveries, the economic environment is characterized by extreme dynamism and ever-changing market
conditions, with increasing consumer demands and intensified competition. In this environment, there is a shift of
business focus - the embodiment in a practical process of the theoretical scientific explosion and the transformation of
science into an important element of the economy, i.e. a new type of economy is being created - the so-called
knowledge economy. In this environment, a key condition for achieving economic growth, increasing competitiveness
and improving the well-being of the population is the innovative activity of business entities - the dissemination and
implementation of innovative products, technologies and services that determine the effectiveness of successful
management. The development of processes oriented towards a new type of economy, where the centre of progress is
knowledge, its improvement and growth, bringing the corresponding capitalisation, results in the view that
innovation activity turns out to be a major investment area necessary for sustainable competitiveness.

This study provides an overview of the challenges facing innovations, innovation activity, innovation
management and their relationship to competitiveness and the implications of this relationship - an "equation" with
many unknowns, especially for so-called radical innovations. The development and active implementation of
innovations requires business organisations to develop specific capacities, to adapt and reconfigure their management
policies in order to be able to expand their innovation activity alongside the routine state of the organisation without
disturbing the stability of the economic entity, but also to gain an advantage over their competitors, and the activity
of seeking and implementing innovations is a clear indicator of effective management. Working in such a space
requires a well-developed entrepreneurial culture and out-of-the-box (creative) thinking, which allows for higher
levels of experimentation and exploration with insightful risk assessment.

Modern globalisation affects the conditions of competition in various aspects, creating significant sectoral
differences. Particularly growing are the differences in consumer preferences resulting from technological
developments, which have made it necessary for enterprises in the global arena to pursue very different competitive
strategies than in the past. (DOGAN, 2016) Accepting this assertion, it can be added that the pressures of domestic
and international competition stimulate innovation activity as it forces entrepreneurs - large or small - to seek more
efficient products or services in order to gain a market advantage. Successful innovation activity (some authors
consider it as intensive innovation activity) leads to broadening the development prospects of the business entity and
is one of the main factors for development in times of ever increasing competition.

Examining the notion of the "world economy" as a new reality, Peter Drucker specifies the main characteristics
of this new reality, some of which are: the world economy ceased to be international and became global by the mid-
1970s; the main phenomenon shaping the global economy is the flow of money rather than trade in goods and
services; labour and natural resources, which are the traditional factors of production in the global economy,
increasingly occupy a secondary status; the main goal in the global economy is not profit maximization, but market
maximization. (DOGAN, 2016) In this new reality, according to Drucker, companies need to build a distinctive
strategy to stay afloat in an environment of intense competition. A company's strategy must enable it to offer different
value than competitors and provide a broad range of advantages - to perform more different activities than its
competitors or to perform similar activities in different forms - to establish a sustainable competitive advantage.
(DOGAN, 2016) Indeed, a well-functioning market and the level and quality of market competition are catalysts for
innovation activity. But factors such as economic freedom, the supremacy of the rule of law, and the level of
corruption, ie. a conducive institutional environment and a strong legal framework, must also be added. The
institutional environment, a set of underlying political, social and legal rules, forms the foundation for the production,
exchange and distribution of wealth in society. (North, 1990) The maturity of the institutional environment is decisive
in the process of innovation activity and building an innovation-based economys, i.e. a knowledge economy.

2. Nature of Innovation. Innovation TheoryThe continuous expansion and diversification of human activities is the
result of the impact of scientific and technological development, with innovation being the driving force that not only
leads to improved economic practices but also contributes to more favourable social effects. The potential of
innovation has not yet been fully clarified by scholars and the attendant uncertainties prevent the identification of the
most promising innovation activities that could contribute to the improvement of an economic system and to social
sustainability and well-being.
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By its nature and content, the concept of "innovation" is a complex and multi-layered notion, with specific features
and spheres of application, which explains the difficulties in creating a universally acceptable definition. The
genealogy of the term innovation can be traced back to the Middle Ages, but in the nineteenth century it began to be
actively used in the studies of culturologists to mean the introduction/penetration of certain elements from one
culture into another.

The term innovation has Latin origins and means introduction of novelty, but its exploitation by economic theory
and practice and its transformation into an independent object of scientific study is due to the Austrian economist
Joseph Schumpeter, who formulated in his work "The Theory of Economic Development" (1911) a scientific approach
whose focus is innovation activity as a production function that influences qualitative changes in the factors of
production and the production process itself, and the term "innovation" itself was introduced by him into scientific
circulation in the 1930s. According to the Austrian researcher, the continuous drive to implement the flow of
innovation opens up unlimited possibilities. In this regard, he writes: "Every step forward opens up enticing
prospects. Every improvement expands the boundaries of seemingly absolute perfection. Consequently, the
opportunities for profit, and hence the 'potential demand' for credit, are infinitely great at the outset.” (Schumpeter,
2008, p. 300) ,Initially, J. Schumpeter viewed the innovation process within the framework of medium-term dynamics,
which means primarily investment in the development and creation of new products”. (Shcherbakov, 2019) This
understanding of the innovation process could only fit into the logic of achieving market advantages, but could in no
way claim to be the driving force behind the long-term dynamics that form the basis of future innovation theory.
(Shcherbakov, 2019) According to the economic theory of the Austrian economist and political scientist, economic
development is due to innovation. Innovation in a dynamic environment where old markets are destroyed and
replaced by new ones - the so-called process of "creative destruction" (What is innovation, 2014). The Austrian
economist proposes a comprehensive conceptual scheme that reveals the essence of the process of economic
development, the centre of which is the application of "new combinations". In Schumpeter's vision, innovation is at the
very heart of economic evolution. This is briefly defined as “creating a new production function”. It can be seen in
different dimensions of the production process and Schumpeter described it with the famous term "new
combinations".(Schumpeter, 2008, p. 300) Schumpeter thus established himself as a pioneer in the adoption of
innovation as a foundation for economic development. A. Leonidov's assessment is impressive: Schumpeter "was the
only economist in the early twentieth century who gave a central role to innovation in his theory of economic
development.” (Leonidov, 1993)

The development of the theory of innovation is associated with the names of many researchers, among whom the
tollowing play a special role: Schumpeter, as stated, introduced the category of innovation into scientific circulation to
denote the changes that ensure the production of product, technological and organisational innovations, as well as
introduced an interpretation of the innovation process; J. Bernal, S. Kuznets, R. Solow, who consider innovation in
relation to economic growth issues and explore the applied aspect of this concept; G. Mensch, R. Nelson, C. Freeman,
J. V. Jakovets, who propose an extended classification of innovation and justify the paradigm of national (regional)
innovation systems; Robert Ayres, Henry Etzkowitz, Louis Leydesdorff, who consider innovation in the context of
network processes, informatisation and globalisation of economic relations. Of course, the above stages of the
evolution of ideas about innovation, highlighted in the work of J.V. Jakovets, do not reflect the entire diversity of
research in this field, but allow them to be systematized in order to exploit the epistemological potential. (Martina,
Shevko, Khisamutdinova, 2020) However, in order to trace the evolution of theoretical approaches to innovation in
the economic literature, as well as the development of different innovation theories, it is necessary to outline the
historical stages in the formation of innovation theory. In the millennial civilisation history and the passage of
mankind through various technological waves, innovation as a theoretical, practical and socially significant
phenomenon and an object of special research in various scientific fields became current in the twentieth century, and
a significant number of researchers working in this field of scientific knowledge present different scientific views, and
this leads to the need to systematise the chronological approach of innovation theory, which for the purposes of this
paper is proposed in Table 1.
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Table 1. Periodisation of research on innovation

Period Highlights Prominent representatives

15t stage

Development of the fundamentals and formation of innovation theory

From the late | Developing the foundations of innovation theory; | M. Tugan-Baranovsky!
19th century to | developing the basic ideas of cyclical theory J. Schumpeter,

the late 1930s. N.D. Kondratiev,

P.A. Sorokin, and others

2nd stage

Detailing innovation theory

1940-1960 Complementing and detailing previously formed ideas | Robert Solow, J. Bernal, Simon

in the field of innovation development; developing the | Kuznets

applied aspect of the concept of innovation

grd stage

A new theoretical breakthrough in innovation theory

1970 - until the | Identifying new types of innovation, new approaches | Brian Twiss, Gerhard Mensch,
end of the 20th | to their classification, proposing an expanded | Richard Nelson, B. A. Lundvall, C.

century classification of innovation and justifying the | Freeman, J. V. Jakovets, and others

paradigm of national (regional) innovation systems

4t stage

Contemporary development of innovation theory

From the late | Development of topics related to public innovation | Robert Ayres, Henry Etzkowitz,
20th century to | policy; accelerated innovation processes; formation of | Louis Leidesdortt, Clayton

the present day innovation ecosystems; social innovations Christensen, and others

Source: Adapted after MIR (Modernization. Innovation. Research), 2019,10

Many contemporary researchers pay particular attention to the stages of the development of innovation theory.
The emergence of real preconditions for the formation of the theory of innovation is associated with the intensification
of research on the cyclicality of the economy, during which, among other things, attempts were made to present
technological implementation as a driving force of economic dynamics. (Shcherbakov, 2019)

There are various definitions of innovation in the economic literature, but the numerous authors' interpretations
are not the subject of this study. However, according to the "Oslo Manuel" international reference guide for the
collection and use of data on innovation, innovation is the introduction of a new or significantly improved product
(good or service) or process, a new marketing method or a new organizational method into business practice,
workplace organization or external relationships. (Oslo Manual, 2005) A central thesis of this guide is that innovation
can and should be measured, enabling the scale of innovation activities, the characteristics of innovative firms, and the
internal and systemic factors that can influence innovation to be determined. All this is now a prerequisite for
conducting and analysing policies aimed at promoting innovation and perceiving innovation activity as a continuous
process. As innovation activity is linked to the market through the process of "implementation”, the need to measure
and understand the nature of innovation remains constant (Oslo Manual, 2005).

The definitions of innovation are diverse, and different scholars, in their research pursuits, start from different
starting points, use various approaches, and develop different hypotheses regarding the economic nature of
innovation. However, the unifying thread among them is the positive socio-economic impact of innovation. There is
no single theory of the innovative economy that is widely accepted as the dominant trend in exploring the topic. A
mix of orthodox and unorthodox research approaches is observed in the understanding of the phenomenon of
innovation and innovative development, but a common theoretical trend has yet to emerge. Additionally, there is a
lack of compromise that would satisfy researchers from different fields in structuring the theory of innovation as a
group of research approaches. Attempts to classify the scientific schools using the different approaches would be
misguided and even harmful, as discussions among scholars continue and each school has its place in shaping
innovation theory. It is rational to synthesize the existing opinions, to point out the main points of discussion between

! One of the founders of the school of "Russian cyclicalism" was the Ukrainian scientist Mikhail Tugan-Baranovsky, but the role of
innovation in the cyclical nature of changes in macroeconomics was developed by N. Kondratiev, who formulated the concept of
long-term fluctuations in the economy. Kondratiev's ideas also attracted the attention of J. Schumpeter.
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them, their strengths and weaknesses in the approaches to the interpretation of the definition of "innovation".
(Kruglov and Paukov, 2016)

Unfortunately, to date there is no single global standard that provides a clear understanding of the term
"Innovation" and related concepts that describe the innovation economy as a new model for the development of a post-
industrial society. This is due to the fact that, despite its wide practical application in various fields of activity, the
concept of innovation remains multilayered.

Therefore, in order for an action to be defined as innovation or innovative, it is necessary that there is an element
of novelty, that it contains social relevance, i.e. positive effects of the action for a wide range of people and that it
makes economic sense. A common feature of innovation is that it should necessarily be implemented. A new or
improved product is considered to have been introduced when it is launched on the market. The result is that
innovation resists the status quo, the existing, innovation implies change. Innovation determines the behaviour and
intentions of entrepreneurs in their decisions to retain and increase market share. The development of a specific
innovation culture plays a role in the formation of lasting competitive advantages, which determines the behaviour of
the participants in innovation activity - will they accept or reject change, what type of innovation will they introduce
and at what pace, will they copy foreign models of behaviour without taking into account national specificities, etc. In
the context of globalisation and the mixing of different cultures, in a dynamic market environment, often even too
aggressive, businesses have to subordinate their activities, their views on innovation and their implementation, but
taking into account the specificities of cultural and traditional values.

But the pace of innovation activity of economic agents varies - there are ups and downs. Gerhard Mensch points
out that the reason for the slowdown in innovation activity is not the exhaustion of scientific knowledge available for
implementation. New scientific knowledge and inventions are constantly emerging. But the general economic
environment, i.e. the possibility for existing entrepreneurs to obtain high profits from the use of already proven, albeit
increasingly less profitable, technologies, is hampering the intensity of innovation activity. (Rumyantseva,
Korostyshevskaya, Samylov, 2018)

3. Impact of Innovations on Competitiveness

Competition is a prerequisite for the creation of new products and services, which implies rapid adaptation to the
dynamic environment, investing in the search and implementation of new technologies and innovation models, i.e.
innovation activity. The essence of innovation is manifested in its functions. The main function is the function of
change. Among the mechanisms for stimulating innovation, market competition is the first. Under current conditions,
producers are forced to continuously reduce costs and expand their business through new markets. Firms that are the
first to adopt effective innovation gain a significant advantage over competitors. (Pantaleeva, 1. 2013) Investment in
technological and non-technological innovation depends on the existing link between business and science, between
technology and scientific excellence, i.e. on the innovation environment and on innovation activity. But innovation
activity and a fertile innovation environment require obedience to the rule of law and protection of intellectual
property rights. It is the respect of intellectual property rights that ensures the return on investments made and
increases the possibility of competitive advantages. Therefore, the creation of an innovation environment
characterised by economic freedom and intellectual property protection is a favourable condition for successful
competitiveness and economic sustainability.

The term "competitiveness" is one of the most commonly used concepts in the economic literature, but it is not

precise enough, which means that there is no universally accepted definition of competitiveness. Moreover,
competitiveness reveals itself as a confusing term that is often used almost interchangeably with other concepts such
as productivity, innovation or market share. (Siudek and Zawojska, 2014) Currently, this term is often used in
different contexts, meaning different things to different researchers. Competitiveness has been described by various
authors as a theoretical, multidimensional and relative concept related to the market mechanism.
Real market benefits require stable competitiveness of business entities and building competitive advantages with a
long-term character. The concept of competitiveness is a fundamental concept in the market economy and is an
expression of a more effective and efficient functioning of a business in relation to other business entities. (Raykova,
2016)

Nowadays, competitiveness theory is a modern economic theory with great practical relevance. It provides
systematic knowledge on how to achieve lasting success in the competitive struggle and is related to raising the living
standards and prosperity of people. In an economy based on a market mechanism between producers and consumers,
the issue of the profitability of production and the competitiveness of the enterprise becomes vital. (Raykova, 2016)
The concept of competitiveness itself is also subject to multiple definitions with different shades of interpretation due
to its broad scope. The Global Competitiveness Report states that "a more competitive economy is one that is likely to
grow faster over time“. (The Global Competitiveness Report 2011-2012) According to Ivan Angelov competitiveness
is a fundamental complex indicator and is always a comparative category. (Angelov, 2005) This comparative category
requires business entities to build the ability to produce goods and services that respond to dynamic market
conditions and changing consumer demands. Rapid adaptation to these demands leads to better competitiveness and,
consequently, to expanding market share and increasing profitability. Daniela Ilieva points out that "at the
microeconomic level, competitiveness concerns the capacity of firms to compete, to develop, to be profitable. The drive
to maintain competitive goods is often linked to reducing production costs. This is applicable within certain limits and
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not for all firms, which in turn necessitates the search for new opportunities to achieve competitiveness. Such are
innovations that could achieve greater uniqueness and operational efficiency®. (Ilieva, 2018) This statement can be
complemented by the view that an important factor for effective competitiveness is the existence of a flexible and
adequate strategic management system, capable of anticipating possible risks, threats and fluctuations and proposing
the most adequate solutions to them.

In traditional economic theory, comparative costs of production determine relative competitiveness at the
company level - the way to become more competitive is to produce more cheaply: for example, by finding ways to
reduce labour costs. However, recent studies consistently point to non-price factors as important, if not more
important, as the main determinants of competitiveness. (Clark and Guy, 1998) Based on what has been presented so
far, it can be summarised that the competitiveness of the economy is determined by the degree of innovation activity
and the effectiveness of the implemented technologies, but it also depends on the general economic atmosphere - the
legal environment and external relations, the structure of the economy and its resilience to fluctuations in the global
market, the ambitions of entrepreneurs to innovate without causing shocks.

Innovation, as a non-price factor, is linked to competitiveness and plays an increasingly important role in the
process of market share expansion and has an important positive effect on competitiveness. It is crucial to overcome
the 'contradictions' between research, in all its complexity and depth, and the requirements of the market for goods
and services, in order to create a sustainable understanding of competitive policy for the long term. This requires an
analysis, an evaluation of the effectiveness of innovation management. Understanding which types of innovation
policies work in different settings requires an experimental approach and a careful and considered evaluation of the
results of these experiments. Innovation, experimentation and evaluation are key words for the future. (Clark and
Guy, 1998) And innovation management turns out to be an important element in the firm's strategy and policy by
"identifying the determinants of the innovation management process and the consequences of these determinants".
(Ferreira et al., 2015) Innovations are sometimes received with scepticism and caution, but once introduced, it is the
mechanism of market competition that determines their success or failure. There is no recipe for a successful
innovation policy, but a business that does not take the risk of innovating and implementing innovative products and
services is doomed to drop out of the market. Therefore, the innovation activity of business entities is a determining
factor for successful competitiveness and sustainability in aggressive market conditions.

It is important to point out that in the 21st century, competitiveness is highly dynamic, in line with rapidly
changing market conditions, and is of crucial importance. It underpins the building of a knowledge and innovation-
based economy, requires smart growth by promoting greener and more efficient use of resources. This economy leads
to sustainable growth and the stimulation of high levels of employment, it also leads to social cohesion and increased
human well-being. Competitiveness must be seen as a guiding concept for development and the basis for the
functioning of both individual economic organisations and entire sectors, industries and regions. Competitiveness also
determines the positioning of national economies in the global economic space, their development and sustainability.
The ability of companies to compete in foreign and domestic markets depends exclusively on innovative activity, on
innovative products and services that can be produced, provided and sold at attractive prices. Short-term productivity
and labour costs are important drivers of competitiveness. In the long term, however, the ability of companies to
innovate and to invest in research and development and to innovate are crucial determinants of competitiveness. (Clett
et al,, 2005) And overcoming the "contradictions" between research, with all its complexity and depth, and the
interests of entrepreneurs, combined with the requirements of the market for goods and services, in order to
implement a competitive policy with a long-term character, is a key factor for sustainable social and economic
development. When introducing innovative products or services, businesses are exposed to a high degree of risk. The
level of risk varies considerably and is directly related to the level and type of innovation. It is no secret that the more
radical the innovation, the greater the uncertainty about how the product will be perceived by the market..

Innovation is an economic and social phenomenon, not a technical term. According to the summary of the
American marketing expert, author of numerous books and blogger Seth Godin, innovation is an opposition to the
status quo. The term, used only in the context of economic probabilities, prevents seeing the direct correlation
between innovation and change, as change in this case refers to any understanding of change management (change
theory) as a constructive improvement and opposition to the existing status quo. (What is innovation, 2014)

The foregoing provides grounds to conclude that the potential of an economy to create and implement
innovations - technological and non-technological, to invest in new technologies and scientific discoveries, to be
innovative, invariably leads to increased competitiveness, strong market presence and to an increase in its internal
capacity to create and implement new innovations. An important role is played by the innovation culture that has
been created, which must maintain a balance between conservative national traditions and values and the need for
dynamic change leading to sustainable economic growth. The development of a culture of innovation is a much-
needed environment for innovation activity, creating opportunities for competitive advantage and increased
competitiveness, and this leads to the development of a successful business model capable of anticipating critical
situations and options for their resolution.
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4. Innovation Activity. Factors of Innovation Activity

One of the most complex and risky systems in economic activity is innovation activity, an important characteristic of
which is dynamism, especially in the age of information technology. This activity covers the areas of research,
discovery and knowledge acquisition, development, deployment and commercialisation of innovations. (Sultanov, no
date) Innovations can be seen as phenomena with a dual nature, viewed both as outcomes (static snapshot) and as
processes (multi-stage action). (Sultanov, no date) But the design of innovative sustainable solutions must not only
respond to, but be subordinate to, the local interests and traditional values of the communities involved.

Innovation activity is an ongoing process - fostering innovation in an organisation is an ongoing process, not a
one-off event. It requires constant attention, maintenance, adaptation. The level, result and quality of innovation
activity of a business entity determines its innovation potential and contributes to sustainable development in the face
of changing economic trends and dynamic technological transformations. Considering that innovation activities are
all scientific, technological, organisational, financial and commercial steps that are intended to lead to the
implementation of innovations and that innovation activities include research and development that is not directly
related to the development of a specific innovation, the more active the innovation activity, the more significant would
be its results depending on the type and kind of innovation.

Innovation activity depends on the influence of external and internal factors. The specific influence of these
factors may vary, but as a rule innovation activity determines the degree of innovation potential and is determined by
the ability to seize opportunities in the external environment and remain resilient in the face of risk. According to
Prof. Yuri Yakovets (President of the International Sorokin-Kondratiev Institute) the factors stimulating innovation
are: the ever-increasing needs of the growing mass of people (increasing number of inhabitants of the planet Earth)
and in order to satisfy the needs of this population the volume of production of goods and services must increase; the
opportunities for innovative breakthrough are created by the progress of science, the periodic explosions of scientific
creativity that take place in the avant-garde countries, leading to waves of scientific discoveries and significant
inventions and significant inventions embodied in major innovations that are transforming the world (it is this wave
that is rising at the beginning of the twenty-first century as the harbinger and foundation of the technological
revolution); innovation is driven by the law of market competition. (Yakovets, 2015, pp.10-11)

In addition to the above-mentioned factors stimulating innovation activity, other methods and techniques
leading to the desired result should be sought. Such a method is gaining more and more popularity around the world
(poorly applied in Bulgaria) method TRIZ - Creative Inventive Problem Solving or Theory of Inventive Problem
Solving. TRIZ is a theory developed by the Soviet inventor and science fiction writer Genrikh Altshuller? and his
collaborators, which he began to develop as early as 1946 and experienced many years of struggle against the distrust
of Soviet science and the Soviet political system. The TRIZ method is a problem-solving method based on logic and
information rather than intuition, accelerating a work team's ability to solve problems creatively. TRIZ also provides
repeatability, predictability and reliability due to its structure and algorithm.” (Yankova and Panayotova, 2010, p. 58)
TRIZ allows finding the best solution by overcoming contradictions, using free, readily available resources and the
so-called "ideal end result”. (Yankova and Panayotova, 2010, p. 62)

Some authors believe that modern theories of innovation have their origins in TRIZ and unite around three main
theses defined by it:

- Problems and solutions repeat themselves;

- Innovation can be classified as a finite number of solutions;

- Any innovation can be applied outside the field in which it was created. (What is TRIZ? 2015)
The TRIZ algorithm that Altshuller uses to solve problems is, as follows:

- Problem formulation;

- Transforming the problem into a model;

- Model analysis;

- Discarding contradictions;

- Formulating an ideal solution;

The ideal solution means innovation. The problem is solved without conflicting with other components or
elements in the product, service or process, and this solution has led to a qualitative change with real market benefits.
(What is TRIZ? 2015)

Creating the right business climate for innovation activity is a key prerequisite for building a knowledge-based
economy, where knowledge is a source of progress and capital. The knowledge economy can be defined as a set of
production and services realised through the intensive use of knowledge as a key resource. (Aleksandrova, 2015, p.
21) It provides opportunities for the restructuring of the economy, for the development of industries with high value
added and growth of the gross national product. It is an economy in which information and knowledge are the main

2 The author of TRIZ G. Altshuller even made an unconventional attempt to prove the rightness of his views - he wrote a letter to
Stalin, for which he was sent to the GULAG. In the end, he outlived the system, created a worldwide movement of innovators, and
laid the foundation for a series of theories based on a systematic approach to innovation. Shapiro is also credited with developing
this method.
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product and resource, but its development depends on the degree of willingness of the institutional environment to
help promote it.

The knowledge economy, in which knowledge and innovation play a central role, also contributes to balancing
ever-increasing consumption and limited resources. Therefore, for the development of a modern 'knowledge economy'
and 'knowledge society', the stimulation of technological and non-technological innovation, innovative
entrepreneurship, the creation of favourable conditions for the acquisition and dissemination of knowledge and its
application are of key importance with a socio-economic and even political dimension.

The birth of a new type of knowledge-based economy means that at its centre is the individual with his
knowledge as a valuable asset for its development. The dissemination of knowledge and information today is limitless,
but without the knowledge holder - the individual - and his direct involvement in the process of putting knowledge
into practice, it is impossible to achieve economic and social success.

The main function of innovation is change as a central component, and the main mechanism for stimulating it is
the creation of market competitive advantage. Modern competitiveness is directly dependent on innovation activity,
which is part of the overall innovation process and, due to its extreme dynamism, requires constant attention,
maintenance and rapid adaptation.

The innovation process is not a homogeneous process, but a complex of interrelated activities aimed at creating
new knowledge and its practical application. It is a complex set of relatively autonomous activities - from research and
development to testing, implementation and deployment - carried out by different units that aim to create new
products and services.

The innovation process is a creative process, but also a high-risk activity, notwithstanding the extensive tools
for exploring, forecasting and measuring possible risks. At the current stage of economic development, characterised
by globalisation and informatisation of production and services, the need for rapid adaptation to ever-changing
market conditions, the increasing share and importance of intellectual, innovative industries and services - all of these
are qualitatively changing the contemporary face of the economy and society.

Innovation activity depends on external and internal factors. The specific influence of these factors may vary, but
as a rule innovation activity determines the degree of innovation potential and is conditioned by the ability to seize
opportunities that arise in the existing environment and remain resilient in the face of risk, changing economic trends
and dynamic technological transformations.

And although innovation is not always on the plus side, although there are innovations on the minus side, so-
called pseudo-innovations, widespread, which seek to prolong the agony of outdated products and processes, or
unrealistic changes and ideas for which the time has not yet come, despite all this innovation activity leads to the
generation of long-term economic growth, to the creation and development of new economic sectors, to an increase in
the competitiveness of business entities at all levels, and to an increase in the standard of living and well-being.

On the basis of the foregoing, we can conclude that the main factor for a successfully developing and sustainable
economy is the innovation activity of economic entities and their ability to overcome the challenges in promoting
innovation activity. This requires the formation of a modern entrepreneurial culture combined with the development
of an innovation and corporate culture. Innovation therefore requires constant effort, commitment and a continuous
drive to learn and put into practice new knowledge and discoveries, and the introduction of new ideas and methods.
All this is the result of successful management. Building a culture of innovation means being able to purposefully seek,
find, evaluate and implement ideas, to attract and retain innovative talent.

Innovation, as a non-price factor, is related to competitiveness and plays an increasingly important role in the
process of expanding market share, influencing competitive advantages. The degree of interaction of innovators in
search of effective competitiveness is a trend that has reached heights in modern times. The formulation of a strategy
for innovative development is a complex task with many aspects, for the realisation of which the involvement of public
institutions and all stakeholders is of particular importance.

5. Conclusion

For successtul innovation activity and competitiveness, it is crucial to overcome the "contradictions" between
research, with all its complexity and depth, and the requirements of the market for goods and services, in order to
create a competitive policy with long-term character and sustainable development. The strategic focus of modern
marketing must be clearly defined in terms of the management of the innovation process, the receptiveness and
readiness of the market for new products and services, the cultural specificities and the financial dimensions for the
business entity concerned. Achieving the defined strategic focus enables the desired sustainable growth trajectory to
be realised.

The following conclusions can be drawn from the foregoing:

First. The innovation process, as a multi-layered risky phenomenon and a complex of interrelated activities aimed at
the creation of new knowledge and its practical application and implementation requires strategic planning, state
stimulation, constant efforts and significant investments. At the same time, respect for the rule of law and the
protection of intellectual property rights are necessary to create a fruitful innovation environment. Therefore, the
creation of an innovation environment characterised by creative, scientific and economic freedom combined with
intellectual property protection, i.e. a demanding institutional and legal framework, is the favourable condition for
innovation activity, successful competitiveness and economic sustainability. But each country and even each territory
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expresses a particular political philosophy through its approach to innovation. The latter is the result of history and
the different cultures and institutional contexts that are in place are likely to evolve over time. (Héraud and
Lachmann, 2015)

Second. Innovation determines the behaviour and intentions of entrepreneurs in their ambition to retain and
increase market share, and is critical to ensuring sustained economic growth. The development of a specific
innovation culture, which in combination with the entrepreneurial culture determines the behaviour of the actors
involved in the innovation process and requires a constant renewal of resources and knowledge in line with the
dynamically changing market environment, plays a significant role in the formation of sustainable competitive
advantages. The manifestation of innovation activity and the implementation of innovations also encounters
resistance caused by political reasons, socio-cultural incompatibility, complemented by financial and technological
problems. But overcoming obstacles is an element of successful management and an inevitability in the process of
active participation in the knowledge economy. The intensity of innovation activity depends on the general economic
environment and must be assumed to be a function of the dynamics of consumer demands and is the result of the
accumulation of previous scientific knowledge.

Third. The competitiveness of the economy is determined by the degree of innovation activity and the
effectiveness of innovations implemented, but it also depends on the legal environment and external relations, the
structure of the economy and its resilience to fluctuations in the global market. Innovation activity is the driving force
of the modern market economy and underestimating it leads to market failure, while stimulating it leads to economic
growth, effective competitiveness and sustainable development.

Fourth. The creation of business incubators to work in a university environment is a good way to obtain a
synergistic effect between business, science and education - a factor that helps to expand innovation activity and
successful competitiveness. This should be complemented by the possibility of forming both an innovative and
entrepreneurial culture - important elements for the development of innovative activity and affecting the
sustainability of socio-economic development.
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