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The article deals with the concept of innovation consumer utility. Three levels of
innovation consumer utility are identified. They are: formal utility, purchase utility and
consumption utility. The levels of forming utility of a new product are considered and the
features of this process are defined in terms of traditional marketing concepts.

The authors justify technology of the innovation consumer utility formation according to
stages of the innovation process to provide successful innovation activities. Particular attention
is paid to the definition of mutually motivating mechanism of distributing the innovation
utility effect between two most important subjects of value creation: the consumer and the
manufacturer. To implement this mechanism, the author proposes to use an approach to
determining the necessary coefficient of relative reduction in cost per unit. The maximum
value of the coefficient corresponds to the case when all the economic effect of products utility
increase is received by the manufacturer. At the same time the consumer receives no additional
cost reduction per unit of product utility effect.

Key words: innovation consumer utility, levels of innovation consumer utility, stages of
the innovation process, pricing for innovative products, beneficial effect on producer.
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Po3kpuTo 3MicT MOHATTH CHOKMBYOI KOPUCHOCTI iHHOBamlil, 30KpeMa BH/iJIEHO TpH
pPiBHi: (popMajibHY KOPHCHICTH, KOPHCHICTH NMPUAOAHHSA, KOPHCHICTH BUKOpPUCTaAHHA. Takox
po3rasAHyTO piBHi (OpPMYBaHHS KOPHCHOCTI HOBOTO TOBApy, 03HAYEHO OCOOJIMBOCTI HBOTO
npouecy y TepMiHax TpaguniiHoi MApKeTHHIOBOI KOHIeIILii.

s ycmimnoi iHHOBamiliHOT AisJILHOCTI aBTOpPM OOIPYHTOBYIOTH TEXHOJIOTiI0 (hopmy-
BAHHA CHOKMBYOi KOPUCHOCTI iHHOBamii 3a eramamu iHHoBauiiiHoro mpouecy. Oco0JuBy
yBary, Ha AyMKY aBTOpa, CJil NPUIIMTH BH3HAYEHHI0O B32€EMOMOTHBYIOYOr0 MeXaHi3My
po3noaiy kopucHoro edekty Big iHHoBamii Mik ABOMA HaWBAXKJIUBIIUMH CY0’€KTAMHU
CTBOPEHHSI WiHHOCTI: cnoKUBayeM Ta BUpPoOHuKoM. /[y peanizamii Takoro MexaHizmy aBTop
NMPONMOHY€E MiAXiA 70 BUSHAYEHHSI HEOOXiTHOr0 KoedilicHTa BiTHOCHOT0 3MEeHIIIeHHsI BUTPAT Ha
OJUHHII0 KOPUCHOTO edeKTy y cnokuBaya. MakcuMaibHe 3HaYeHHs KoedinienTa Binmosigae
BUIAAKY, KOJHM BeCh eKOHOMiuHUH edeKT Bil MmiIBHINEHHs PiBHS KOPHUCHOCTI MpoxyKIii
0/1ep:Ky€ BHPOOHHUK, a CIOKUBA4Y He OTPUMYE J0JATKOBOr0 3HUKEHHSl BUTPAT HAa OJMHMIIIO
KOpHUCHOTo e)eKTy Bil mpoayKirii.

Kiro4oBi cjioBa: cno:kMB4Ya KOPHUCHiCTH iHHOBalii, piBHi KOpUCHOCTI iHHOBamii, eTanu
iHHOBAIliliHOr0 Tpolecy, WiHOYTBOPeHHs] HAa IHHOBAIiIHY NMPOAYKIil0, KOPUCHUIl edeKT y
BUPOOHHKA.

Statement of the problem
The business entity directly or indirectly involved in the development and implementation of
innovations is successful and competitive. The degree of involvement in the innovation process determines
the level of competitive advantage, providing innovation to the business entity.
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Innovation is the result of long-term and comprehensive cooperation between a large numbers of
participants of the innovation process. In modern scientific publications these participants are known as the
stakeholders [2, p.45]. Innovation as the result of the innovation project should be a balanced reflection of
all of its stakeholders’ values, creating conditions for future beneficial cooperation [3, p.38]. Traditionally,
the most involved stakeholders of the innovation process are consumer and producer. Between these
business entities mutually beneficial cooperation should be established first of all. An effective
mechanisms of benefits from consumer innovation use distribution, same as manufacturer’s beneficial
effect distribution on production and purchase of innovations should be developed.

Innovative activity significantly increases the uncertainty level in dynamics and performance of the
organization. The analysis of the research and development volumes held in Ukraine and the volumes of
innovative products manufacturing ratio shows the absence of an effective producer motivation mechanism
to new product, of a higher consumer utility level than the competitors’ innovations or the existing
(traditional) products, creation and promotion.

Analysis of recent research and publications
The problem of the product’s utility is repeatedly considered in works of Ukrainian economists
[4, 5, 6], particularly in context of consumer needs, goods utility, goods value, customer satisfaction level
etc. The authors unanimously believe that the usefulness of the product is a subjective value, because its
admeasurements depend on the perception, specific needs and expectations of the person.
Modern research shows the need of change in emphasis from traditional marketing concepts of
added consumer value creation to the concept of joint producer and consumer value creation [5, p.75].

The formulation of objectives

Analysis of current innovation, marketing, quality management and project analysis theories
suggests the complexity and multidimensional nature of the innovation utility forming process
management problem. Due to the differing vectors of interests these issues for both: producers and
consumers should highlight, as well as intersection points to ensure the rational parity should be found.

The problem of innovation’s utility formation by the stages of the innovation process we consider to
be relevant and necessary for domestic business entities.

The goals of current research are the innovation’s consumer utility formation technology
grounding taking under consideration the stages of the innovation process, same as the approach for the
innovation beneficial effects distribution between producer and consumer determining,.

Presentation of main materials

The term “utility” means the ability to meet the specific needs of the individual. The consumer’s
valuation of the beneficial effects of certain economic goods is the subjective utility. Public utility is
established in conditions of supply and demand equality for the product and could be measured with the
equilibrium price. This utility can be called objective. In case when the consumer value has only one useful
property it is the same as the public consumer value.

Speaking of products usefulness to consumers (consumer utility), the expected value and the value
gained while consumption should be distinguished. Customer’s expectations regarding the value offered to
him with the value received by the client should not be confused. The value obtained should be evaluated
in terms of the costs incurred by the consumers or the costs they are ready to incur in meeting their needs.
Formalization of this statement can be represented as:

Product’s value = Product’s utility = |:> max
total money, time, effort costs

Consumer utility changes over time, covering the whole process of procurement, use and disposal of
goods to customers. Both enterprises: developer and manufacturer should take into account so-called
product life cycle, starting with the definition phase of consumer needs and expectations of the market.
Product’s consumer utility formation can be characterized by following levels (fig. 1).
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Fig. 1. The general sequence of product’s utility formation by producer
Source: author’s elaboration

Innovation is a commodity that can be introduced in the market as an innovative product or product
innovation. Innovative products special features presented in the Law of Ukraine “About the innovation
activity” [1, paragraph 14, paragraph 15] and in the in scientific papers [7, p.163] are following: market
novelty, long-term nature of the need for innovation or even no market need, a high degree of uncertainty
in the market and risk that accompanies innovation, separation in time between the cost and the result, the
ability to significant income multiplying in the implementation, focus primarily on the consumers — the
innovators needs, the inability to use the product without proper knowledge and informing consumers.

Innovation’s utility is the ability of good to meet new consumer needs or satisfy existing needs in
new ways. Innovation’s consumer utility is a part of the innovation’s customer value that is tied both to
additional benefits and additional costs [8, p.30]. Because innovation is introduced as opposed to existing
products, its consumer utility should be higher than the utility of traditional product.

Consumer utility is changing in time, covering the whole process of procurement, use and disposal of
goods. Consumer utility is formed on the multiple attributes basis and can be characterized by the
following levels (fig. 2).

Consumers are motivated by the possibility of obtaining additional benefits from using the product.
Consumer utility changes over time, covering the whole process of procurement, use and disposal of
goods. Both enterprises: developer and manufacturer should take into account so-called product life cycle,
all benefits and costs, which appear at the time.

The use of innovation utility level depends on the form of ownership and terms of innovation use. It
can be argued that an innovation has four levels, each of which is formed at a certain stage of the
innovation process.

The innovation process is a circumference of new scientific and technological ideas, knowledge,
information concentration and implementation, which form “science — production — market” chain. This
chain spans fundamental theoretical research, applied research work, experimental development, building
and improving new products production, new services. Flexible innovation management system creation
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contributes to the creation and implementation of innovations of higher utility for consumers. Therefore, a
special role is determined to the feedback information from goods and services market to innovative
proposals stage. Therefore, it is advisable to elaborate on the question of new product utility formation
mechanism development that should be established at all stages of the innovation process.

Formal utility Consumption utility
— functional benefits of — benefits of using the product
the product — service benefits
— benefits of product’s — brand/trademark benefits
exterior design

Purchase utility
— time benefits

— place benefits

— transaction benefits

Fig.2. Product’s consumer utility levels
Source: author’s elaboration

Phasic nature of innovation cycles and stages of innovation creation deserves special attention,
because this approach suits production process the best and can effectively distinguish intermediate and
final technical and economic results.

Novelty of innovation utility is projected, justified and formalized in marketing research and
research and development stages. The processes of production, marketing and logistics increase the level
of R&D product utility, creating final goods (or services) value to the consumer. Formal utility is formed
through experimental development and materialized at the stages of production preparation and
development, same as the stage of the market trials. Innovation’s purchase utility is formed at the stages of
its distribution and promotion at the market.

Logistics solutions, from the standpoint of time utility, are mostly performed by maintaining a
reasonable level of inventories in the distribution networks and the strategic placement of products and
services. In some cases, the time utility can be formed by transporting through the rapid movement of
products to the places of demand occurrence. Marketing provides purchase and possession utility through
the tactical and strategic measures use. Innovation’s purchase utility is implemented at the stage of
innovation use by consumer and while additional services are provided.

For the business entity it is rationale to justify innovations development and production permanently,
and the accuracy and objectivism of such grounding should be determined with the effectiveness of
economic activity in general. Therefore, this grounding should be considered more complex and compound
problem.

Solving these problems can be described as the definition of technical and economic efficiency of
new products. The technical and economic efficiency of new products means their objective assessment to
establish the minimum requirements essential to production goods of the required quality at the lowest total
expenditures of social labor and the basic parameters of these products improvement.

According to the Law of Ukraine “About enterprises” in Ukraine in all types of enterprises profit is
the major financial summary of the economic performance. There for it must be a relationship between
innovation’s customer value and producer’s profit. The direct correlation between profit and savings of
public works is obvious: the greater these savings are, the lower the social cost of production (product cost)
is, same as the higher public revenue becomes Another question is how these savings are distributed
between the manufacturer, whose production costs for new products may increase, and the consumer,
whose relative operating costs (per unit of useful effect) may be reduced [9, p.147].
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Fig. 3. Innovation utility formation the stages of the innovation process, Source: author's elaboration



This pricing mechanism can be considered as the approach that will allow settling and establishing
parity between the consumer and the producer of innovation. Pricing mechanism should work also as the
feedback, when the company receives a certain benchmark or a hint about the direction of following
activities through it, including the changes in the nature and quality performance of company’s products
[10, p.301].

Quality improvement means better needs satisfaction or expansion of the needs satisfied incurring
the same (or sometimes higher) operating costs from one hand or reducing operating costs to meet the
previous requirements from the other hand. Both approaches cause consumer spending per unit of
beneficial effect reduction, namely a positive economic effect (saving) when using products. So, between
the categories of “value change” (“cheaper”, “more expensive”) and “utility change” (“better”, “worse”
there are only six dependence options [9, p.150].

Product’s price per unit increasing (at least — not decreasing) with current level of utility caused by
innovation is the economic optimality criterion of innovation development and implementation for
producer. On this the efficiency ratio can be considered as following:

AP>0, (1)
where AP — producer profits change as the result of innovative products purchase, measured in currencies.

AP magnitude could be determined by the following formula:

AP = (Bmed - B] pmd) x Omed’ (2)

where Bipr0q — product’s price per unit with the utility level before the innovation, measured in currencies
per unit; Oy,r0q—innovative products purchase capacity, measured in units.

Economic optimization criterion is determined from the formula of the innovative products purchase
price:
B, xII . xas, (3)

1prod util

B

2 prod —
where a — relative cost reduction per unit of consumer’s beneficial effect coefficient, dimensionless.

Studies have shown that a coefficient is used in the centralized prices regulation. Thus, according to
regulatory and methodological recommendations for products with improved technical and economic
parameters limit prices calculation relative price reduction coefficient, which guarantees lower prices per
unit of beneficial effect, was 0,85. In order to encourage the use of new B to B machine building products
at least 30 % of the beneficial effects was predicted, while determining its wholesale prices, to give to
consumer. That is a coefficient equal to 0.7 [11].

According to the approach adopted in [12, p.128], a coefficient differentiation on an industry the
design stage of new products basis at the rate of 0.85 or 0.7 is proposed.

In theory, a coefficient market pricing can be within a €(0;1].

On the basis of economic criteria (1) and the interests of consumers, the range of a coefficient
optimal values is defined.

When all the economic effect of product utility raise receives the consumer and the producer’s profit
remains unchanged ( AP =0), a coefficient takes minimum value.

Index I, is given by the following formula

M, =Adl, +A I, + AL, “4)

where II; — integrated indicator of product’s formal utility, dimensionless; II, — integrated indicator of
product’s purchase utility, dimensionless; Il — integrated indicator of product’s consumption utility,
dimensionless; A AL A — group weight ratios of integrated indicators of product’s formal, purchase and

consumption utility level. They are defined with the expert method based on the conditions

Ay +h, +A, =1. 5)
Based on the formulas (2), (3) and conditions (AP =0) ,we obtain the following
amin :L' (6)
I

util
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The maximum value of the a coefficient corresponds to a case where all the economic effect of the
product’s utility level increasing receives the producer, while the consumer receives no additional cost
reduction per unit of the product useful effect. Thus, consumer becomes indifferent to the product’s utility
level before and after improvement

a, =1L (7)
Thus, a coefficient optimal values interval will be in the following ranges
1
——>a<l. ®)

util
a coefficient value, during products with a higher utility level prices setting, grounding is caused by
the following factors: competition severity degree in the market (with severity increasing a coefficient
value should be reduced); prestige brand and producer’s reputation among consumers (with their growth
the company can consider the competition least, therefore, so a coefficient value may be higher), stage of
product life cycle (for example, during demand recession a coefficient value can draw near the minimum),
industrial and commercial, innovative potential of enterprises (the existence of high-level potential a
coefficient value is growing), marketing strategy of the enterprise (for example, when entering a new
market a coefficient value could be higher), product features (with the proliferation of similar or substitute
products a coefficient value decreases) consumer needs and demand level (high level of unmet demand
allows producers increase the a coefficient value).
This approach to the innovative products prices setting can be used only under conditions of marginal
changes in the technology of traditional products, namely for improving innovation.

Conclusions

Based on the research the following conclusions are made.

Innovation development and implementation for producer ensures long-term competitive advantage.
Constant monitoring of the process of determining consumer utility innovation should be seen as essential
element of innovation process, as far as its prediction and creating reliability determines business entity
market performance.

The concept of innovation’s consumer utility is part of a new product customer value and includes
additional costs and additional benefits to the consumer relatively to the existing product utility.

Innovative products prices setting should be considered as part of the motivation for both the
consumer and the producer, which ensures optimal mutual benefit from innovation value creating.

Prospects for future research
Innovation consumer utility formation occurs at all stages of the innovation process and the
efficiency of utility formation is provided with cooperation and collaboration between business units same
as between participants of innovation consumer utility formation chain. In next studies, it is advisable to
consider and develop the technology of the consumer utility formation, in particular to prove optimality
criteria and to determine the factors of its implementation.
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The article investigates the European Union’s ten-year growth strategy named Europe
2020. Attention is focused on the key indicators of climate change and power engineering. The
current state and dynamics of greenhouse gases emissions indicators in Ukraine are compared
with those in EU countries. The specific recommendations for the implementation of
environmental policies at the regional level are proposed.
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Po3riisiHyTo eKOHOMIUHY cTpaTeriio €Bpomeiicbkoro po3Butky “€ppoma 2020”. AkueHT
3p0o0JieH0 HA KJII0YOBHUX iHAUKATOpax y cdepi 3mMinn kiaiMaty Ta enepreruxku. IlpoanasizoBano
CYYacHHUil CTaH Ta OMHAMIKy MOKAa3HUKIB eMicii mapHUKOBHX raziB B YKkpaini mopiBusiHo 3
kpainamu €Bponeiicbkoro Coro3y. 3anponoHOBaHO KOMILIEKC 3ax0liB 3 peadizanii exo.o-
riyHoi MoJIiTHKH HA pPerioHaIbHOMY piBHI.

KurouoBi cioBa: crparerisi, cTanuii po3BUTOK, 3MiHAa KJIiMaTy, BiIHOBJIIOBaHI JKepeiaa
eHeprii, eKoJIoriuHa moJiTuKa.

Statement of the problem
At the beginning of XXI century there was specific conception formed, which contains the modern idea
of the international community on ways about delivering sustainable growth. Most of these priorities have
been formulated and made by public and politicians, environmentalists, economists, sociologists, biologists,
and other professionals, proving comprehensive nature of the problem and its importance to society.
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