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INNOVATIVE DEVELOPMENT OF HUMAN POTENTIAL AS A KEY FACTOR
IN INCREASING THE COMPETITIVENESS OF SMALL AND MEDIUM-SIZED
BUSINESSES IN UKRAINE

The article explores the role of human capital as a key driver of innovative development and
resilience in small and medium-sized enterprises (SMEs) under conditions of crisis and multi-level
instability. It is emphasized that employees are no longer merely performers — they are becoming
sources of innovation, adaptability, and strategic thinking. Particular attention is paid to fostering
an innovative corporate culture that encourages creativity, initiative, and self-directed learning.
The study argues that without a supportive organizational environment — one that is open to new
ideas and tolerant of mistakes — investments in education and digitalization are unlikely to yield
sustainable results. Within the framework of digital transformation, the article highlights the
importance of developing employees' digital competencies and critical thinking skills as essential
prerequisites for effective technology integration. It also addresses the persistent mismatch between
educational programs and labor market needs, which hinders the integration of graduates into the
entrepreneurial environment. Proposed solutions include the implementation of dual education
models, business—education partnerships, and mentoring programs. Special attention is given to the
financial and organizational barriers faced by SMEs in developing their workforce. Due to limited
resources, many enterprises underinvest in professional development, leading to rapid
obsolescence of skills and reduced competitiveness. The article underscores the importance of
government support — including training vouchers, co-financing mechanisms, and the establishment
of regional competence centers. Regional priorities are differentiated: for rural areas, the focus
should be on stimulating entrepreneurship through local initiatives and business incubators, for
urban areas, emphasis should be placed on enhancing digital literacy, managerial competencies,
and innovation-focused acceleration programs. The author advocates for a shift in management
paradigms within SMEs — from control-based models to trust, delegation, and leadership
development. In conclusion, the article asserts that the innovative development of human potential
must be pursued through a synergy of educational reform, business initiatives, and state policy,
taking into account regional specificities, digital challenges, and modern management approaches.

Keywords: human potential; SMEs; innovative culture; digital transformation; professional
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Ipuna M. Msarkux
Kuiscokuil nayionanvHuil ynigepcumem mexHo102ii ma ou3ainy, Ykpainu
THHOBAIIIMHUM PO3BUTOK JIIOJICHKOI'O HOTEHIIAJY SIK KJTIOUOBUI
OAKTOP HIIBUINEHHA KOHKYPEHTOCIHHPOMOKHOCTI MAJIOI'O TA
CEPEJHBOI'O BI3HECY B YKPAIHI

Y ecmammi oocniooceno ponv n1100cbko2o Kanimany Ak Ki0408020 YUHHUKA IHHOBAYIUHO20
PO3BUMKY ma CMItKocmi Manoeo i cepeduvoco Oisnecy (MCE) 6 ymosax kpu3 i baecamopisnesoi
HecmabinbHocmi. Iliokpecneno, wo npayisHuKu nepecmaioms Oymu aule SUKOHABYAMU - BOHU
cmaioms  0xcepenom inHosayiu, adanmuenocmi ma cmpame2iuno2o mucienns. Ocobausy yeazy
npuoineno Gopmy8anHo IHHOBAYIUHOI KYIbMYpU, AKA CMUMYIIOE MEOPHICMb, [HIYiamueHicms i
camonasyanus. /losedeno, uwjo 6e3 cnpuamiugo2o KOpnopamueHo20 cepeodosulyd - GIOKpUmo20 00
idell ma monepaHmno2o 00 NOMUNOK — I[HGecmuyii 6 oceimy abo yugpposizayiro 06yOymo
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manoegexmusnumu. Y xowmexcmi yughposoi mpancgopmayii axyenm 3poOLeHO HA PO3GUMKY
yugposux Komnemenyili ma KPUMUYHO20 MUCTEHHA NPAYIGHUKIE 5K HeoOXIOHUX nepedymos
epekmueno2o 8nposaoddcenHs mexHonociu. Poskpumo npobnemy pospuey midxc ocsimoio ma
DUHKOM npayi, wo obmedxCcye iHmezspayilo GUNYCKHUKIE Y RNIONPpUEMHUYbKE cepedosulye.
3anpononosano Hanpsamu 60O0CKOHANEHHs NIO20MOBKU KAOPI8, BKIOUAIOYU OVAIbHY OCBIMY,
napmuepcmeo 3 0OisHecom, menmopcmeo. QOcobaueoi yeacu nompebyloms ¢hinancosi ma
opeanizayitni b6ap’epu poszsumky nepconany ¢ MCBE. Yepe3 obmedceni pecypcu nionpuemcmed
pioko iHeecmylomb V RniO8UWEHHA Keaniixayii, wo CNpuduHiE WEUOKe CMAPIHHA 3HAHD
NPAyi6HUKI@ | 3HUJCEHHSI KOHKYPEHMOCHPOMOMCHOCMI. B cmammi nazonowyemovcsa Ha
HeobXioHoCcmi 0epiHcasHoi niOMmpumMKU — 6i0 8ayuepié HA HABUAHHA 00 CMBOPEHHS DPeCiOHANbHUX
yenmpie xomnemenyit. OKpecieHO pe2ioHANbHI npiopumemu: Oas CIIbCbKUX 2POMA0 — PO3BUMOK
nIONpUEMHUYMEA Yepe3 NOKANbHI iHiyiamueuy, 01 Micm — yughposa epamomHicms ma YnpaguiHCbKi
Hasuuxku. Takooc 0OIPYHMOBAHO HeOOXIOHICMb OHOBNEeHH YNpasiincbkoi moodeni y MCE — 8io
KOHMpONio 00 008ipu ma po3eUmKy Jjaidepcmea. Y3zaeanbHeHno, wWo IHHOBAYIUHUL DO3GUMOK
JIIOOCbK020 NOmMenyianry Mae 8i00ysamucb HaA OCHOGL cunepeii oceimu, Oi3Hecy ma Oepicasu, 3
VPAaxy8aHHAM peLioHANbHUX 0COOIUBOCMEl, YUPDPOBUX BUKTUKIG | HOBUX YNPABTIHCOKUX NIOX00I8.

Knrwwuosi cnosa: noocokuii nomenyian, maiuil i cepeonin 6izHec; IHHOBAYIUHA KYIbmMypd,
yugposa mpancgopmayis, npogecilinull  po38UMoOK,  0ceima, YNPAaGiiHHA  NEePCOHANOM,
KOHKYPEHMOCHPOMONCHICMb, OeyeHmpanizayisi, MeHmopcmeo.

Problem statement. In the current conditions of socio-economic changes, exacerbated by
the full-scale war, digital transformation, and shifts in the labor market, it is especially important to
focus on the development of human potential in small and medium-sized enterprises (SMEs) in
Ukraine. This sector is one of the main drivers of the economy, creating jobs, supporting regional
development, and ensuring the flexibility of national production. However, the success of SMEs
largely depends on the qualifications of employees, their ability for continuous learning, innovation
implementation, and adaptation to changes.

Currently, the development of human potential in SMEs faces several challenges. Firstly,
there is a significant gap between the skills acquired by graduates and the real needs of businesses.
Young specialists often lack practical knowledge necessary for work in an innovative environment.
Secondly, most small and medium enterprises do not have sufficient financial resources to invest in
staff training, leading to rapid moral obsolescence of professional knowledge and a decline in
competitiveness.

Moreover, the war and instability in the country cause mass labor migration, especially from
certain regions, worsening the staffing situation. It is particularly difficult in remote and rural areas
due to limited access to modern educational programs and digital resources. Insufficient digital
literacy and the lack of IT solutions in business processes also hinder innovation development.

Equally important is the issue of insufficient innovation culture within SMEs. Employees
often lack internal motivation for self-development, active participation in innovation
implementation, and idea generation. The absence of systemic incentives, as well as a weak
corporate culture oriented toward knowledge and innovation, impede human potential development.
Additionally, entrepreneurs rarely participate in shaping state educational policy, complicating
effective interaction between business and the education system.

Thus, the formation of innovative human potential in the SME sector is a complex,
multifaceted problem requiring a systemic, comprehensive approach. Without such a strategy,
achieving long-term competitiveness and sustainability of this important economic segment is
impossible.
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Analysis of literature sources. The development of human potential is considered a key
factor of economic growth in the works of human capital theory classics, particularly G. Becker
[13], T. Schultz [14], and A. Toffler [15]. They emphasize the necessity of continuous skills
upgrading to stimulate innovation breakthroughs and productivity.

Among domestic scholars who studied the impact of education on innovative development
of small business in Ukraine are S. Kalenyuk, O. Amosha, I. Lukinova, and O. Romanenko [4].
Special attention is paid to the formation of innovative culture in SMEs by I. Petrova [7], N. Rebrik
[9], as well as the development of digital competencies by T. Vasilyeva and A. Kolot [2, 6].

Analytical reports by the OECD, the International Labour Organization (ILO), the European
Centre for the Development of Vocational Training, and the World Bank confirm that investments
in human potential — especially digital literacy, entrepreneurial skills, and professional mobility —
are decisive factors in increasing SME competitiveness [16, 17]. At the same time, Ukraine shows
some lag in forming institutional mechanisms to support these processes.

Therefore, the existing scientific and analytical potential creates a solid foundation for
further research on the innovative development of human potential in Ukraine’s SME sector.
However, it requires deeper adaptation considering complex and unpredictable challenges related to
the war situation, post-war reconstruction, and digital transformation to effectively contribute to
increasing the competitiveness of this important economic sector.

The purpose of the article. The study aims to identify key problems and define strategic
directions for forming innovative development of human potential to enhance the competitiveness
of small and medium-sized businesses in Ukraine.

Main material of research. Innovative development of human potential is not only a tool to
increase enterprise efficiency but also a key condition for their resilience in crisis periods.
Especially under conditions where Ukrainian SMEs operate in a multi-level unstable environment,
human capital’s role extends beyond purely productive functions. It becomes the basis for the
ability to change, innovative thinking, and strategic vision.

SMEs act as catalysts for economic growth by providing employment and regional
development, but their effectiveness largely depends on the quality and innovativeness of human
capital [13, 14]. However, in Ukraine, their efficiency is constrained by the lack of an effective
institutional system for human potential development, leading to a shortage of qualified personnel
even in the most promising enterprises, outdated curricula, and a lack of sustainable dialogue
between the labor market and education.

Modern researchers emphasize that human potential development in SMEs must occur not
only through upgrading employee qualifications but also by forming an innovative culture that
stimulates creativity, initiative, and self-learning ability [7,9]. For example, Rebrik [9] notes that
enterprises with a high level of innovative culture demonstrate greater adaptability to market
changes and can implement new technologies faster.

Thus, innovative culture is formed through daily management work with personnel, creating
conditions for self-realization, supporting creativity, and tolerance for mistakes. Without this, any
investment in education or digitalization will have only a temporary effect.

Vasilyeva and Kolot [2, 6] highlight that in the context of digital transformation, special
attention must be given to developing digital competencies as a necessary condition for successfully
integrating innovative technologies into business processes. According to OECD [16] and ILO [17],
investments in digital literacy and entrepreneurial skills enhance employee mobility and create
conditions for sustainable SME development. It is important to understand that digital
transformation is not an end in itself; its effectiveness directly depends on the level of critical
thinking and ability to interpret new knowledge.
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World Bank studies [11] indicate a significant gap in Ukraine between the education system
and business needs, especially in practical skills and modern technologies. Additional challenges
include war, social instability, and labor migration, which particularly exacerbate the shortage of
highly qualified specialists in the regions.

Overcoming these challenges requires coordinated actions from both the state and business,
implying implementation of a holistic strategy to support human potential development. Creating
regional platforms to enhance professional competencies, introducing modern learning forms such
as online education, dual programs, and short-term courses are advisable. Intangible motivation
tools that encourage innovative activity, such as feedback, support for initiatives, and participation
in creative contests, also play an important role.

Moreover, it is necessary to stimulate horizontal interaction between enterprises —
exchanging best practices, participating in cluster associations, joint team training — which expands
SMEs’ resource base and compensates for their limited personnel training capacities. Such
approaches contribute to forming a knowledge-based corporate environment that increases
employee engagement and efficiency.

Today, one of the key obstacles to forming innovative human potential in the SME sector is
the gap between the education system and current labor market demands. Graduates often lack
necessary practical skills, complicating employment and integration into innovative enterprise
environments [9]; World Bank [10]. This highlights the need to update educational programs
closely cooperating with business representatives by implementing dual education, internships,
practice-oriented courses, and cross-sector partnerships. Without changing the philosophy of staff
training, sustainable SME growth in the digital economy is unattainable.

Another significant problem is the limited financial and organizational resources of
enterprises hindering systematic professional training of staff. Consequently, employees’
knowledge and skills rapidly become outdated, negatively impacting companies’ competitiveness
[1]. Addressing this requires state support: introducing training vouchers, co-financing retraining
programs, creating regional competence centers. Investments in knowledge should be regarded not
as expenses but as a strategic business resource.

Furthermore, in 2023, the World Bank noted that the war’s consequences and intensified
labor migration cause the loss of highly qualified employees, especially in regions, deepening the
personnel imbalance. Therefore, emphasis should be placed on developing remote employment
forms and stimulating digital entrepreneurial activity, maintaining connections with personnel even
abroad. Infrastructure for involving the Ukrainian diaspora from various countries in domestic SME
development through online mentoring, investments, and knowledge transfer should also be
established.

A separate threat is the low level of digital literacy among SME employees and the lack of
digital tools in business processes, hampering innovation development [16]. Without digitalization,
it is impossible to ensure SME efficiency, transparency, and scalability in the long term. Thus, mass
implementation of digital education programs, including free online courses, micro-qualifications,
and promotion of CRM, ERP, and analytical systems use even among the smallest enterprises, is
necessary.

Equally important is forming an innovative corporate culture, often lacking in domestic
SMEs. The absence of internal motivation, initiative, and a system of intangible incentives slows
human potential renewal [5, 9]. Cultivating trust, recognition, and freedom of action can unlock
employees’ real potential. Therefore, creating a favorable environment for creativity, supporting
employees’ ideas, regular feedback, and innovation contests are effective tools to activate human
resources.
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At the same time, it is essential to change the management philosophy of enterprises
themselves, overcoming the traditional view of employees as mere executors. Introducing
approaches based on trust, flexibility, delegated responsibility, and leadership development must
become part of SMEs’ personnel strategies. The new type of manager should be a facilitator of
change, not a controller, creating conditions for others’ development. Today’s employee is not just
a bearer of labor functions but a carrier of knowledge, values, and experience, potentially a source
of internal innovations.

It is advisable today to develop internal learning systems, where experienced employees
pass knowledge to younger colleagues through mentoring, coaching, or joint innovation
development. This not only saves on external consultations but also increases staff loyalty and
cohesion. At the same time, human potential must be viewed as an asset capable of creating long-
term competitive advantages rather than just a resource to be trained or replaced.

Considering significant regional differences, human capital development policies must be
decentralized. For example, rural communities should prioritize supporting entrepreneurial activity
through business incubators, mentoring programs, and local educational initiatives. Cities should
focus on intensive development of digital competencies, managerial skills, and acceleration
programs for innovation teams. Regionalization of strategies will avoid stereotypical solutions and
ensure targeted support.

To increase human potential management effectiveness, it is necessary to introduce an
evaluation system including not only traditional indicators — staff turnover, satisfaction level, or
training volume — but also innovative indicators: the number of ideas implemented by employees,
level of horizontal interaction, speed of adaptation to changes.

Thus, innovative human potential development in SMEs should be seen as a multivector
process encompassing education modernization, digital transformation, management paradigm
shifts, activation of regional policy, and implementation of motivation systems. Its implementation
requires synergy of efforts from the state, business, and educational community.

Forming a modern, flexible, and innovation-oriented human potential is not only part of a
successful business strategy but a prerequisite for the long-term competitiveness and sustainability
of Ukrainian small and medium enterprises amid global transformations.

Innovative development of human potential is a key factor in the stability and success of
SMEs in changing conditions. Human capital in SMEs plays a strategic role - ensuring adaptability,
innovativeness, and development.

Among main problems are outdated education, lack of digital skills, insufficient resources
for staff training, and brain drain. Overcoming these barriers requires cooperation among the state,
business, and education, implementation of dual education, online learning, and mentoring.

Digital transformation must be combined with employee competency development and
updating management approaches. Regional differences should be taken into account: supporting
entrepreneurship in rural areas, digital and managerial skills in cities.

Human potential should be considered a strategic asset, and changing management culture is
a necessity. A comprehensive approach to personnel development will ensure SME competitiveness
in the long term.

Conclusions and prospects for further research. Thus, human potential development is a
fundamental factor in ensuring sustainable growth and competitiveness of small and medium-sized
businesses (SMEs) in Ukraine. An analysis of the current literature shows that continuous
professional development of employees, the formation of an innovative culture and the
development of digital skills are the basic components without which it is impossible to achieve
qualitative changes and effective implementation of innovative solutions.
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Despite the existing scientific and practical potential, the real conditions for SMEs are
complicated by a number of factors, including the military conflict, socio-economic instability, and
the gap between labour market needs and existing educational programmes. These challenges lead
to a shortage of skilled personnel, slow down the process of adaptation of enterprises to changes
and reduce their innovation activity.

Overcoming these challenges requires coordinated action by the government, business and
educational institutions. It is crucial to introduce flexible and adaptive learning models that take into
account the specifics of SMEs, as well as to develop dual education, mentoring and distance
learning systems. Such approaches will not only help to improve the professional skills of
employees but also to create internal motivation for self-development and innovation.

The development of digital competencies is of key importance, as it opens up wide
opportunities for automating business processes, improving management efficiency and expanding
sales markets. Investments in digital literacy facilitate staff mobility, which is especially important
in the face of current challenges related to labour migration and changing work formats.

It is also important to pay attention to creating a favourable corporate environment that
supports creativity, initiative and tolerance for risk and mistakes. Creating an innovative culture
requires targeted work by the management of enterprises focused on developing leadership skills,
delegating responsibility and creating an open communication space.

Given Ukraine's regional peculiarities, decentralised approaches to human potential
development should be implemented, which will allow for local needs to be taken into account and
a more targeted support system to be created. In rural areas, this could include the development of
entrepreneurial activity through business incubators and educational initiatives, while in urban areas
it could include intensive training in digital technologies and management skills.

In general, human potential in SMEs should be viewed as a strategic asset that creates a
long-term competitive advantage. A corresponding change in management philosophy — from
control to facilitation and support of employee development — will be the key to success in a fast-
paced and dynamic business environment.

Thus, the formation of innovative human potential development in Ukrainian SMEs is a
multidimensional and complex process that includes modernisation of education, digital
transformation, changes in corporate culture, and intensification of regional strategies and
motivational systems. Only a systematic and coordinated approach will ensure that SMEs are more
efficient, adaptable and resilient in the challenging conditions of the modern economy.
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