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Abstract

This article examines the role of innovation in increasing the profit of joint-stock
companies, as well as highlights the ways to use the “product-market” matrix and
the advantages of using the scoring model in the development of company
innovation.
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Introduction

At the current stage of development of the world economy, the national and
international competitiveness of industrial enterprises depends on their level of
innovative development. The main internal goal of any enterprise or organization
operating in such conditions is to maximize profits. Reforms in the development
of enterprises in Uzbekistan set the task of significantly adapting them to market
requirements. Therefore, special attention is paid to the importance of increasing
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the profitability of enterprises in the economy of our country through the
development of innovative activities. In the Progress Strategy for the
Development of the Republic of Uzbekistan for 2022-2026, the issue of
“development of fundamentally new types of products and technologies, thereby
ensuring the competitiveness of national goods in domestic and foreign markets”
[1] is one of the innovative directions of increasing joint stock Company in come
shown as one.

The main internal goal of any enterprise or organization operating in a market
economy 1S to maximize profits. At the same time, the main purpose of the
innovative activity of enterprises (organizations) is the study and implementation
of certain innovations in the form of new products, technologies, raw materials,
methods of organization and management. It is obvious that the main internal
goal of the enterprise is not the same as the main goal of innovation. At the same
time, innovation plays an important role in maximizing the profits of the joint
stock Company. [2]

The reason for this discrepancy is that the joint stock Company, as an open
system, provides the results of its activities from both consumers and the state in
the form of product (commodity) characteristics that meet the requirements of the
external environment of the company. Here, as a result of innovative activity,
innovation should be focused, on the one hand, on better and more complete
satisfaction of consumer needs, and, on the other hand, on obtaining a certain
economic benefit in the form of profits for start-ups.

First, to expand the range of these products (services). As for the existing joint
stock company, the range of products can be expanded in only two ways: through
the release of new (previously not produced in this enterprise) products or the
improvement (modernization or modification) of manufactured products or
services. Indeed, the first and second directions, which provide for the expansion
of the range of products (services) and, consequently, lead to an increase in
profits, are directly related to innovation, as previously associated with the
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production, development and improvement of manufactured products the basis is
innovative activity.

Second, maximize the price at which the product is sold or the service is provided.
It is known that the ability to increase the selling price of a product or service
depends on the market supply and demand for the products of the enterprise
(organization). The most important thing here is whether the enterprise
(organization) operates in a competitive environment or has a monopoly position.
The result of a monopoly position is an almost unlimited opportunity to increase
the selling price of a product or service and make a profit as a result. It should be
noted that the innovative activities and innovations carried out by enterprises and
organizations are one of the means to meet the demand for the product and
unreasonably increase the cost of its implementation due to its monopoly position
in the market.

It should be noted that in such cases, the possibility of increasing profits depends
on the type of innovation. Here, for example, the creation of a radical innovative
product has a higher economic potential as the demand for an innovative product
that has no analogues in the world increases, rather than an innovative product
that i1s improved by modifying the individual parameters of the product. In other
words, innovative activity allows companies to have a monopoly position in the
market with all the results that can be achieved in terms of increasing the
profitability of the joint stock company by increasing the selling price of goods
and services under certain conditions. As for the possibility of increasing the
selling price of a product (service) in a competitive environment, it is advisable
to use the “Product-market” or Ansoff (product market growth matrix) matrix for
analysis. The Ansoff matrix is an analytical tool for strategic planning that allows
you to choose one of the typical marketing strategies available. The idea of the
matrix is that there should be a correlation between a company’s current and
future products and the markets in which it operates. Any industrial
manufacturing company needs to cover a wide range of its products and markets
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in which it can operate, so that the company has a high choice of growth
directions. Therefore, the company needs to determine its current position and
choose the direction of growth that will ensure its most competitive position in
the future. In this case, the company's strategy should be determined by three
main factors:

1. In what situation does the company operate as a set of products and markets in
the current situation;

2. The growth vector that determines the direction of development of the
company depending on the current situation;

3. Competitive advantage — the main features of existing and future products and
markets that provide the company with a strong competitive position. [3]

Also, the company’s marketing strategy is determined by the interaction
(development) of the company's products and markets to meet the created needs.
Here, the Ansoff matrix is a tool for choosing a company strategy.

The product-market matrix is an area consisting of two axes — the horizontal axis
is “company products” (divided into existing and new) and the vertical axis is
“company markets”, which are both existing and new. At the intersection of these
two axes, four quadrants are formed: (Figure 1)
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Figure 1. Product-market matrix. Author's development.
(Source: compiled by the author)
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The horizontal axis of the matrix is the company’s products, which are divided
into existing and new products. The vertical axis of the matrix is the company's
markets, which are also divided into existing and new markets.

If the company operates through the “Product-Market” matrix, the increase in the
selling price of the product (service), as well as the introduction of a new product
in the old market (temporary monopoly position) or a new one directly related to
innovation there will be an opportunity to launch the product in a new market.
The following conclusion can be drawn from this; the ability to increase the cost
of selling products or services aimed at increasing profits is directly related to the
innovative activities of the enterprise (organization). However, an increase in the
selling price due to inflationary changes, exchange rate fluctuations, etc. can lead
to a nominal increase in profits only, rather than a real increase in profits.

Third 1s the training to take on the attitude of success and achievement while
undergoing emotional states. Reducing production and sales costs per unit of
product or service can be done in two ways: mobilizing existing technology
resources; development of new elements in the old technological sequence. This
means the organization of production and sales, the development of new methods
and technologies of management. Again, if we focus on ways to increase the
profitability of an enterprise or organization by reducing the cost of producing
and selling a unit of product (service), we can see that the process they carry out
is determined by the efficiency of innovation.

Fourth, increase sales of products or services. It should be noted that while there
are certain incentives to influence consumer demand in the sale of goods or
services to a lesser extent than the previously considered directions of increasing
the profit of the enterprise, the efforts of the enterprise (organization) Much will
depend on their actions. Here, in our opinion, we can distinguish two main
directions: the old, that is, the increase in sales of products produced by this
company, which are waiting for customers, and the sale of new products.
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In turn, increasing the sales of old products is a set of marketing measures aimed
at stimulating sales (advertising, lotteries, contests, sales, etc.), which can also be
done for the company by increasing the attractiveness of products to consumers
when entering new markets with old products. This can be called the consumer
attractiveness of a product, which is a set of product parameters that reflect the
ability of consumers to meet existing and new ones, including latent
(unconscious) demands (requests). In turn, consumer attractiveness includes
elements such as product price, quality, and additional features. Increasing
consumer attractiveness means changing the above elements from a consumer
perspective. Undoubtedly, the work on improving the quality of products
(services), as well as giving it a new function, will be innovative. In turn, the
development of new products is the result of innovative activities. Thus, in today's
market conditions, an increase in sales of products or services is achieved through
innovative changes aimed at updating these elements.

Summarizing the above, it is worth quoting the words of Jack Welch, Chairman
of the Board of Directors of General Electric, recognized by Fortune magazine as
the best manager of the twentieth century. According to him, entrepreneurship is
a simple thing, that is, you need to produce your products cheaper, better and
faster than others. This requires increasing the speed and efficiency of business
management, as well as introducing as many innovations as possible. This
statement confirms the crucial role of innovation in all the results obtained
through the application of innovations in the development of the economic
system. It should be noted that business management and efficiency increase are
the result of the development of innovations.

In addition, the considered approach allows not only to analyze the profitability
of the enterprise (organization), but also to identify areas of non-functioning
innovative activities of the enterprise. At the same time, in our opinion, the
analysis of the impact of innovative activities on the profitability of the enterprise
or organization should be in two directions.
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First, it is necessary to analyze the dynamics of the share of each product (service)
in the total profit, that is, to monitor the growth of profits for each product
(service) of the enterprise. In this case, it is necessary to take into account the
sales volume of each product in order to determine the periodic (vital) stages of
the company’s nomenclature products and take preventive measures to ensure
that any product has a certain profitability in the whole joint stock Company. In
other words, the company’s management must take consistent measures to ensure
that the products and technologies are “idealized”, resulting in sustainable profits,
which in turn is achieved through the activation of innovative activities.

Second, it is an elementary analysis of profit growth. This will include profits due
to the expansion of the product range, higher sales prices, lower production and
sales costs, as well as increased sales. In addition, it is necessary to conduct an
elementary analysis of the growth of profits on the above elements. But such an
analysis of each list of products (services) produced by the company takes a very
long time to cover a wide range of products (services) sold by the joint stock
Company. In this regard, it is advisable to do it depending on the level of
importance. Obviously, in order to achieve the ultimate goal of profit-making
activities, an enterprise and an organization need to conduct a similar analysis. In
addition, in terms of ensuring its profitability, determining the current situation
in the enterprise will serve as a basis for further innovation. Such an analysis not
only allows us to identify possible areas of innovation, but also to justify which
of them is the most cost-effective. In this case, innovative activities are
understood as innovative projects aimed at the development and development of
new products and technologies. Here, a comparative analysis of the profitability
of each area of innovation is recommended, i.e., it is necessary to determine the
potential growth of profits for each area of innovation and select the area that
provides the highest performance. Carrying out such work is especially important
for local enterprises, as many of them are in crisis and have limited financial
resources that can be used to carry out innovative activities, and many of them
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find the most optimal ways of development through innovative changes. are faced
with the need to choose. In such situations, comparing the usefulness of
alternative areas of innovation is the most important tool for justifying decisions
in the field of innovation.

In this regard, it is also advisable to use the scoring model for the development of
innovative activities of the company. A scoring model is a quantitative method
that uses financial, statistical, mathematical theories, and credit risk assessment
approaches, and is based on the input of a series of data consisting of qualitative
and quantitative information. Using scoring models, the probability of
bankruptcy of enterprises is assessed. This, in turn, allows you to predict the level
of viability of the enterprise in attracting long-term loans.

Scoring was originally developed and proposed in 1941 by American economist
D. Duran (credit scoring). Duran's proposal was developed because of the need
for a comprehensive credit rating system to minimize credit risk during the Great
Depression in the United States. Duran's proposal mainly incorporates a scoring
system for assessing the creditworthiness of individuals. [4]

There are different approaches to assessing a customer’s creditworthiness
and overall financial condition:

1. Quantitative models.

2. Forecasting models.

3. Quality models.

As one of the types of quantitative items, Scoring evaluates the customer’s
creditworthiness in points equivalent. In particular, if we look at this process in
terms of the introduction of value into the valuation system, the Scoring model of
value analysis is an integral indicator of a number of financial or non-financial
ratios. For example, in Altman’s five-factor model, the constants in the
regression equation for 5 indicators are set in a differential approach based on
empirical studies, 1.e., the weights of the indicators in a single integral indicator
are different. In scoring, the weight of the selected indicators in the integral
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indicator is evenly distributed, and points are calculated on the basis of these
indicators. It is divided into classes and divided into four types of points:

1. Application scoring (English translation — “Scoring applications,
applications”) - This is the most common method of assessing the
creditworthiness of customers. In doing so, the employee collects information
about the customer, the program processes it and displays the result of the loan
or denial;

2. Collection-scoring — Designed to work with outstanding loans. In practice, the
program helps a financial institution employee to be notified of a non-performing
loan and to work on financing the repaid loan.

3. Behavioral-scoring — this type allows you to properly assess the financial
condition of the borrower. The employee can analyze the dynamics of the
solvency provided by the client program and change the limit set for it.

4. Fraud scoring — this determines the likelithood of fraud by the client applying
for a loan. Often these types of scores are used in conjunction with other analysis
methods. This method is required due to the increase in cases of fraud related to
non-repayment of loans. [5]

The scoring model has several advantages over other assessment methods due to
its objectivity (minimal human impact), high degree of automation (availability
of large amounts of information processing in real time) and adaptability (ease of
calculation in accordance with national and international financial reporting
standards).

Another positive feature of the scoring model is that the rating is calculated based
on the results obtained and the object is divided into classes based on it (see Table

1). [6]
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Table-1 Comparative analysis of some models in the financial analysis

system
Model types Advantages of the model Disadvantages
It does not take into account the statistics and
Method of Has the ability to comprehensively quality indicators of previous years. A non-
coefficients assess the financial situation. automated system requires constant
interpretation of individual indicators.
Has the ability to automate the method It does not take into account last year's
Ratine model of coefficients by calculating the statistics. Only financial indicators are taken
i . . . . . i
& integral exponent. It is characterized into account. Requires performance in
by simplicity and ease of use different approaches for different.
In the equivalent of points, divided into It is that it does not have a universal
Scoring classes, it has the ability to assess description. The need for a system of
models creditworthiness, financial condition. indicators and reorganization of scores for
Easy and simple to use. individual species

In turn, the disadvantage of the Scoring model is that it does not have a universal
description and the need to reorganize the system of indicators and scores for
individual types.

The scoring system of value analysis includes the improvement of the standard
lending mechanism of banks. Forecast indicators on the potential annual demand
for real estate sales, car loans and leasing services, professional participants in
the real estate market, insurance and (providers of car loans, real estate and
property services), the public sector to assess the value of objects in the mortgage
and car loans services listed. From the traditional methods of value assessment,
the possibility of saving services in the introduction of a scoring model, speeding
up the valuation process has been proven.

Despite some shortcomings of scoring valuation technology, it is widely used in
Russian banks and is very effective for quickly studying a customer’s credit
history, determining their level of financial reliability and solvency. This gives
the client an additional opportunity to quickly review his or her application and
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make a quick decision. Today, it is very important to answer customer questions
correctly and provide the most accurate information. This, in turn, further
increases the chances of the bank (organization) to make a positive decision on
the loan.

In conclusion, the role of innovation in increasing the profits of joint stock
companies was discussed above, which not only showed the means of increasing
profits, but also the approaches of enterprises and organizations in choosing the
direction of innovative activities.
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