
20 a r c h i v  e u r o e c o  |  2 0 14  |  v o l .  2  |  n u m .  1  |

The phenomenon of entrepreneurship in the 
theory of innovation economy has been paid more 
attention over the last years. The entrepreneurial firms 
are expected to be the main driver of innovation in 
the XXI century. But, at the same time, the modern 
empirical data suggests that "the entrepreneurs who 
produce high-level impact on the economy" represent 
a relatively small part of the entire entrepreneurial 
body [7]. 

The definition mentioned above refers to the 
entrepreneurs whose business activity intensifies the 
degree of competition, provides the greatest potential 
for created new jobs, and stimulates economic growth. 
Although scientists have marked the importance of 
the "high impact" entrepreneurship, the conditions 
that contribute to the activity of such people and busi-
nesses, organizational mechanisms remain relatively 
underexplored. In this paper, we analyze the develop-
ment tendencies of innovative strategies of innovative 
companies, taking into account the role of the business 
sector. 

It is generally agreed, that the business sector is 
composed to a greater degree of small and medium 
enterprises (SMEs) or small autonomous units of 
large organizations. Modeling of innovative activity 
of small entrepreneurial firms (small and medium 
enterprises - classification according to Rosstat: SMEs) 
encounters several problems, which are as follows: In 
the process of modeling and estimating results one 
should take into account both quantitative and quali-

tative parameters; Among these parameters there are: 
nonmaterial input parameters, such as stable size and 
age of the enterprise; the degree of stability in relation 
to national circumstances, business climate, and other 
institutional factors.

Conceptual models of SMEs are traditionally 
based on the priority principles of industrial relations 
in this sphere. However, these principles used to be 
interpreted in the way that led to the previous models 
oriented mainly on financial result forecasting (paying 
capacity evaluation, profitability, bankruptcy prob-
ability, etc.). Modern researchers believe that various 
parameters must be included in the model, as well as 
those that differ from traditional accounting indica-
tors [5 , 19].

There are many reasons why the "traditional" 
models based on financial indicators are not suitable 
for SME result assessing. In particular, it is because 
statistical methods are sensitive to assumptions about 
the "normal" proportions in the enterprise structures, 
technical and financial requirements. Apart from that 
resolution, they are based on statistically controlled 
financial forecast, and may actually provoke bank-
ruptcy. The provoked bankruptcy is a big problem for 
SMEs [19 , 20]. However, quantitative models are still 
preferred more than purely human expert judgment.

The two non-financial parameters were offered as 
part of alternative approach, which drew the attention: 
the stable size and age of an enterprise [9, 12]. It was 
found that when such nonmaterial variables are used 
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together with the financial indicators, efficiency of 
predictive models is significantly improved [7, 12].

It turned out that the size of the enterprise, as 
well as its rate of growth, are inversely related to the 
probability of bankruptcy, and that SMEs usually fail 
within the first years after starting [9, 10, 16]. Other re-
searchers have found that in general the probability of 
survival increases with the increase of years of the firm.

The third main problem in creating functional 
models of innovation activity of SMEs is that the 
model should be able to show the change which is 
caused by the influence of many factors mentioned 
above. Traditional models often ignore these changes 
and consider SMEs as a homogenous group [15, 19]. 
In addition, changes in the nature of SMEs require 
a complex approach to understanding their activity. 
Thus, so as to assess the work of incubators, some 
experts discuss various approaches with the help of 
which incubators chose candidates to be admitted to 
their membership. [8] Other researchers are studying 
the path followed by companies in their technologi-
cal development [2, 13]. The results of SME activity 
research at different stages of the technology life cycle 
are also of great interest.

The fourth problem is connected with the dif-
ficulty of the optimal use of the limited information 
on the activities of SMEs available from accounting 
reports. In case of large companies, a sufficient number 
of features of the production relations can be esti-
mated according to the information from the available 
financial documents, but the financial information 
presented by small firms is often unreliable. Small 
firms are not required to disclose their financial situa-
tion publicly.

Most of SME model have been created to meet 
the needs of traditional users of performance evaluation 
models, such as banks and other financial institutions [6, 
16, 19]. However, these models are difficult to be used as 
a basis for the formation of organizational practice.

There are few models that could be easily used 
by entrepreneurs who lack knowledge in the theory of 
finance and accounting. They include "business plat-
form model," which came into use in the nineties of 
the last century [13]. This model can be used to decide 
which issues should be focused on and to use the eight 
management principles so that their firms will develop 
steadily.

To be theoretically described the structural na-
ture of SMEs requires the model that would not only 
help to examine the environment, within which the 
enterprise is run, in what way  environmental factors 
influence the enterprise’s activity, but also to include 
these factors in the management tools [10]. Because of 
the fact that the modern economy is becoming more 

and more open, mobility and flexibility of SMEs give 
them a competitive position over larger companies. 
Organizations can benefit from the use of information 
technology in their daily activities. This implies that 
they must also manage network effects, ensuring stable 
operation [2, 5, 18].

In general, the models connected with the activi-
ties of small businesses can be divided into two big 
groups. The first group consists of models that provide 
sustainable growth, and use control methods with the 
help of measured economic indicators.

The second group of business models is focused 
on predicting the development, which is based on a 
complex approach with the definition of the sustain-
able functional qualities of the enterprise. The models 
of this group can be further divided into two sub-
groups: the theory of stable dynamics and financial 
models of paying capacity forecasting. In this analysis, 
we dwell on the first subgroup models.

However, it should be pointed out that until 
recently the main part of applied research and develop-
ment in the world has been carried out by large multi-
national corporations, which is defined historically, or, 
in terms of institutionalists, according to dependence 
on the distance covered.

Evidence given by researchers at the macro level, 
confirms the present main role of industrial laborato-
ries of large corporations. 

We can also define indicating possible reasons for 
this situation in scientific literature. So there are de-
scriptions of quite usual situation, when employees of a 
large corporation create a local network with suppliers 
and institutions that produce knowledge, when geo-
graphical proximity plays an important role, especially 
- encourages the spread of implicit ( "soft", " tacit") 
knowledge and skills [3, 5] . Such tacit knowledge 
is necessary for transfer and sharing of information, 
which proves to be essential condition for successful 
implementation of research and development.

The development of information and communi-
cation technologies has become the basis of generating 
the idea of "death of distance", which was further re-
flected in the fact that research and development have 
become more free and common. And this, in its turn, 
it led to the formation of an alternative to the domi-
nance of large enterprises as the center of industrial 
research and development.

But, most companies continue to choose the sup-
port strategy of their main R&D base of the existing 
sites, because it allows them to benefit from economy 
of scale thanks to the growth of production and local 
networks with which their researchers interact closely.

In addition, the excess of knowledge received 
from research activities contribute to higher rates of 
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innovation, the growth of entrepreneurship and pro-
ductivity gain in geographically bounded areas.

Comparative assessments obviously depend on 
the type of economic sector and the business consid-
ered. In case of market-driven industries, such as food 
processing, innovative activity depends on geographi-
cal proximity, in case of industries, such as chemicals 
or electronics, the concentration of all enterprises and 
units in a single place is more preferred. 

Taking into account the prespecification data 
observers point up the following main strategies of 
innovation development. The performance strategy 
of the main scientific - technical base refers to the first 
variant of the strategy: research in this case is carried 
out centrally, and local R&D activities are response to 
the need to adapt to the local market. Thus, choosing a 
location for the innovation center is determined by the 
relevant markets. 

The alternative variant of the strategy is the strat-
egy to increase the main scientific – technical science 
and technology base: innovative actions are developing 
in a place where potential of the technology is obvious, 
developed in the same scientific and technical sphere. 
These new local actions together with the central cur-
rent of innovative actions lead to the enterprise knowl-
edge base increasing. During the 1990s the strategy to 
increase the main scientific - technical base began to 
take on greater importance.

The determinants of local scientific - technical 
potential cover the availability of highly qualified staff 
and quality of available infrastructure. At the same 
time, the surrounding scientific information environ-
ment can be considered more broadly. Experts point 
to the importance of the presence of regular users and/
or specialized suppliers that can stimulate the company 
to develop its local R&D potential [1, 4].

M. Porter states that not only these factors are 
of great concern, but also the "innovation climate" in 
a broader sense, including such aspects as financial 
climate, infrastructure, and other typical macroeco-
nomic factors of adjustment of innovative action tools. 
[4] Furthermore, the costs in modern economy do not 
make difference in the choice of innovation activity lo-
calization. The really important criterion is the quality 
of innovation product, rather than R&D expenses.

Scientific papers today present the tendencies 
that can be reduced to the main five ones determining 
the changes in the organizational structures of research 
and development. Fig. 1 shows the author's own under-
standing of these tendencies.

Innovative strategies of industrial corporations 
are positioned in the space determined by the vectors: 
(centralized – dispersed R&D): (concurrence – coop-
eration).

The first tendency is the fact that enterprises 
with centralized structures, grouping in the national 
economy, are beginning to adapt to the international 
public opinion, i.e. are geared to outside markets.

Research also confirms that innovations are be-
coming more and more evolutionary, and non-linear; 
strengthening of interactions between the firm and its 
external environment is becoming typical of them.

It is becoming more apparent that it is neces-
sary to adapt to the needs of both the local and the 
global market. This implies a change of direction from 
locally-central (ethnocentric) to geocentric organiza-
tional structure (tendency 1 in Fig. 1).

The second tendency of development is increas-
ing of the number of so-called units of excellences. 
These unites are becoming important sources of new 
knowledge, which will satisfy the identified require-
ments. These strategies are shown as tendency 2 in 
Fig. 1. These tendencies may determine the further 
development of ethnocentric, as well as geocentric 
centralized structures.

The third tendency is that the state manage-
ment and R&D organization control by industrial, 
national and international enterprises are reduced in 
favor of greater autonomy and authority of decentral-
ized research organizations that acquire flexibility and 
creative potential, and whose number is increasing. In 
this regard, importance of information exchange and 
coordination between innovative enterprises is increas-
ing. Cooperation increase causes greater integration 
and formation of network structures. (tendency 3 in 
Fig. 1).

The fourth tendency is characterized by spe-
cialization increase of various enterprises within the 
branch, as well as function distribution between 
various departments. Centers of Excellences are being 
created; they are designed to coordinate the activities 
of innovative units, reduce the risk of research effort 
duplication, and strengthen the innovation work, in 
particular by means of synergy (tendency 4 in Fig. 1).

The fifth tendency is to increase the network 
interactions within the production chains, which will 
enable the optimal profitability of economic activity 
and coordination between various production units. In 
a certain sense, it’s a new type of centralization, espe-
cially when the number of innovative units is reduced 
to the limited number of centers of excellence. 

The mentioned above tendencies are complemen-
tary, and, at the same time, in the areas of their inter-
section there is tension that arises because of ambition 
to choose the best combination of the organizational 
types discussed herein.

The two other recent tendencies in the organiza-
tion of innovation processes and R&D are the model 
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of “open innovations" [4, 5] and the model of "innova-
tions controlled by the user" [11]. 

The details of the model of "open innovations" 
can be expressed in the way that firms can and should 
use external ideas, as well as internal ideas, and internal 
and external paths to the market, in their effort to 
promote their technologies.

Even the leading companies can no longer 
perform their innovation efforts independently, but 
they must open their networks and cooperate with 
others. The companies consider "open innovations" as 
a mechanism for closer cooperation with external part-
ners, that is: clients, consumers, researchers or other 
people who may have knowledge relevant to the needs 
of their company. When opening the High Technol-
ogy University of Eindhoven, Philips, for example, 
created all the conditions for the implementation of 
"open innovation" model.

The term "innovations controlled by the user" 
means that in certain economic sectors users play a key 
role and constitute the main source of innovative ideas. 
These are, for example, sports industries, equipment 
and health care, personal hygiene means, and compu-
ter applications.

Experts confirm that "in order to provide people 
with really meaningful resolutions, instead of techno-
logical capabilities, the needs of the people from the 
earliest stages of development should be taken into 
consideration" [17]. Such work requires flexibility, 
responsivity, which is currently a feature of only small 
innovative enterprises. Thus, in the light of current 
tendencies in the development of innovative strate-
gies entrepreneurial firms are becoming increasingly 
important. 

Considering the existing tendencies in the devel-

opment of innovative strategies under the conditions 
of Russian entrepreneurship, it is possible to notice 
that the most appropriate existing situation may be 
the strategy of business structure development within 
larger organizations (probably enterprise clusters of 
the similar specialization) with an active support and 
participation of the state, as the coordinating and 
partner center.
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