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ABSTRACT

The growth of the organisation, expressed in revenue and the number of staff increase, has a positive effect on the socio-
economic indicators of the country. The firm's innovative activity as a factor of intensive growth in current conditions
is beyond doubt but requires additional analysis to ensure it, considering the problems of growing organisations.
Identification of innovation-based success factors and solutions to the problems of growing companies are topical
management issues. The study aims to determine the factors of innovative development that would be the basis for
ensuring the growth of small and medium-sized organisations. By methods of selective observation and in-depth
structured interviews with representatives of small and medium-sized businesses, approx. three hundred organisations
from Russian regions were surveyed, growth factors based on innovations were determined. The study results allow us
to see the problems of growth of firms and choose possible solutions in the field of innovation management when
making investment decisions. This will smooth out the economic instability of the business during the period of growth
and create sustainable competitive advantages.

Keywords: Organisational development, Organisational growth, Small business, Medium business,
Innovative development, Organisational changes.

1. INTRODUCTION relationship between organisational flexibility and

strategic human resource management [3], ensuring

Quite often, the attitude to the organisation is
determined by its size. The firm's size speaks about the
amount of its income and indicates its contribution to the
state's economy. Small and medium-sized businesses can
increase the scale of their activities, which means they
can make a more significant contribution to the country's
economic performance.

organisational efficiency as a prerequisite for the
development of the organisation [4]. Of interest are
studies about promoting the development of an
organisation with a growth mindset [5], where the
primary dominants of development are openness to
opportunities, setting the task to become better,
inspiration for the success of others. Several studies have

Ensuring business growth is relevant not only for the ~ Studied  the  relationship between growth and
Russian economy but also for the economies of other ~ Organisational change [6, 7, 8].
developing countries. The growth of an organisation When  studying the relationship  between

generally means an increase in its revenue (tax
deductions), the number of personnel (employment of the
population); i.e. it acts as a socio-economic benefit for
the region and the country.

The growth and development of the company involve
organisational changes. Special studies are devoted to
organisational changes during technological start-ups [1],
flexibility to ensure organisational development [2], the

organisational innovations, growth, and the firm's size, it
was found that organisational innovations positively
impact the firm's growth if new business methods and
new methods of workplace organisation are introduced
[9]. For small and medium-sized organisations, it is
recommended to use total innovation management as a
tool to increase the efficiency of organisational
development [10].

Copyright © 2022 The Authors. Published by Atlantis Press SARL.
Thisis an open access article distributed under the CC BY-NC 4.0 license -http://creativecommons.org/licenses/by-nc/4.0/.

69


mailto:lemib@rambler.ru

ATLANTIS

PRESS

In the problem area under consideration, it is
necessary to focus on organisational growth's problems
and innovative factors. The innovative activity of an
enterprise as a factor of intensive growth in current
conditions is beyond doubt but requires special analysis
to ensure it, considering the problems of growing
organisations. Therefore, identifying innovation-based
success factors for growing small and medium-sized
businesses is an urgent issue to which this study is
devoted.

The study aims to determine the factors of innovative
development that would be the basis for ensuring the
growth of small and medium-sized organisations.

2. MATERIALS AND METHODS

To conduct the study, the analysis of the legislative
base of the Russian Federation regulating the activities of
small and medium-sized businesses was carried out. In
particular, the regulatory criteria for classifying
organisations as small, medium and large were studied.

When studying the impact of organisations of various
sizes on the country's economy, statistical data analysis
methods (grouping, dynamics series, indices), analytical
comparisons were used. The information was obtained
from open sources of Rosstat [11, 12].

In the course of the research, the literature was
analysed on the issues of interest (organisational
development, business  development, innovation
activity).

Obtaining results to identify the problems of growing
organisations and their growth factors based on
innovations was carried out using selective observation
of small and medium-sized businesses and interviews
with their representatives. 247 small and 46 medium-
sized firms from 12 regions of the Russian Federation
were surveyed. The survey was conducted for 8 years. To
identify the success factors of growing organisations, the
best practices of leading innovative organisations
included in the national TechSuccess rating were studied
[13].
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3.STUDY RESULT

According to Russian legislation, organisations are
divided into small, medium and large based on several
criteria [14, 15].

An organisation is considered small if three

conditions are met:

1) the average number for the previous year is up to
100 people;

2) income for the previous year - up to 800 million
rubles;

3) inthe structure of the authorised capital, the share
of participation of state entities (the Russian Federation,
subjects of the Russian Federation, municipalities),
public and religious organisations, foundations in total
should not exceed 25%, the share of participation of legal
entities, including foreign (not small and not medium-
sized) should not exceed 49% in total. There are no
restrictions on the share of participation of small and
medium-sized enterprises in the authorised capital.

Small business entities include organisations and
individuals engaged in entrepreneurial activities without
forming a legal entity.

According to the currently accepted Russian
standards, an organisation is considered average if:

1) the average number is from 101 to 250 people;

2) the income is over 800 million rubles, but not
more than 2 billion rubles for the previous year;

3) restrictions on the authorised capital structure are
the same for small organisations.

Changes in the legal framework in 2015-2016
doubled the income limits for small and medium-sized
businesses and expanded its range. This affected the
growth of the number of small organisations in 2016, the
dynamic of which is presented in Table 1.

The data for the compilation of table 1 were taken
from official statistics reports (the most recent at the time
of preparation of the article).

In 2016, the number of small firms increased by
almost a quarter (24.7%). At the same time, the number

Table 1. The number of small and medium-sized enterprises for 2010-2018, thousand

Years
Types of
enterprises 2010 20M ‘ 2012 ‘ 2013 2014 2015 2016 2017 2018
Small 1,644.3 1,836.4 2,003 2,0631 | 21038 | 2,2224 | 2,770.6 | 2,7546 | 2,659.9
Medium 25.2 15.9 13.8 13.7 13.7 19.3 13.3 133 13.7
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of medium-sized organisations decreased by nearly a
third (31.1%). Subsequently, there was a tendency to
reduce the number of small enterprises with a slight
increase in the number of medium-sized ones in 2018.
The maximum was reached in 2015: there was an
increase of 5.6 thousand compared to the previous year.
However, in 2016, an increase in the number of small
enterprises by 548.2 thousand was accompanied by a
decrease in the number of medium-sized enterprises by 6
thousand.

Large enterprises have a decisive influence on the
Russian economy. The study of the contribution of small
and medium-sized enterprises to the main economic
indicators recorded its small relative value [16, p. 71].

It was found that common problems of growing small
and medium-sized businesses are:

1. The need to attract finance. The organisation
attracts external financing; loans are paid for at the
expense of current profits, while new projects do not yet
provide cash receipts. Sometimes the primary resources
to support the development of innovative projects are
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venture capital companies that invest a lot of money both
at the initial stages and at the stages of development and
expansion of projects [17].

2. The need for qualified personnel. The innovative
basis of growth requires the labour of qualified
specialists. For developing countries' digital economies,
the need to strengthen labour potential is an urgent task
[18].

3. The need for constant organisational changes. The
period of growth means a series of organisational
changes, and they require the mobilisation of resources,
special attention, are usually experienced painfully and
cause resistance. Responding to external factors becomes
possible by obtaining up-to-date market information
[19].

Other problems besides those listed here are not
excluded. Knowledge of the development problems of
growing organisations allows you to choose ways to
overcome economic vulnerability and focus on growth
factors. An example of the successful growth of
organisations is gazelle firms, which represent the pride

Table 2. Types of economic activity with the highest values of the level of innovation activity

Types of economic activity

Total 12.8 9.1
including, by type of economic activity:

industrial production 15.6 15.1
including:

manufacturing industries 23.2 20.5
including:

manufacture of computers, electronic and optical products 536 49.8
production of electrical equipment 439 411
production of machinery and equipment not included in other groups 453 40.9
manufacture of motor vehicles, trailers and semi-trailers 40.5 36.6
production of medicines and materials used for medical purposes 42.7 356
metallurgical production 313 29.0
production of coke and petroleum products 310 27.5
production of fabricated metal products, except machinery and equipment 30.6 26.6
production of chemicals and chemical products 29.8 26.0
manufacture of other vehicles and equipment 24.0 22.6
research and development 61.4 513
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of the Russian economy. Basically, such companies are
medium-sized or fast-growing small ones.

If we turn to the level of innovation activity of
organisations in the Russian Federation, its most
significant values fall on industrial production,
manufacturing and scientific research (Table 2). Rosstat
calculates this indicator under the international
recommendations on the statistical measurement of
innovation — the Oslo Manual (Oslo Manual: Guidelines
for Collecting, Reporting and Using Data on Innovation).

Table 2 is compiled according to Rosstat data [12]
(the most recent at the time of submission of the article).
The table includes activities in which the level of
innovation activity is above 15% and in the context of
activities - above 20%.

In 2019, compared to the previous year, the overall
level of innovation activity decreased, and there was also
a decrease in the top 3 types of economic activity. In the
manufacturing industries, the leading areas are the
production of computers, electronic and optical products;
the production of electrical equipment; the production of
machinery and equipment not included in other
groupings. These are not the most popular areas for small
businesses, but there are growing organisations.

When analysing data on innovation activities of small
and medium-sized enterprises for 2017 (the most recent
data at the time of submission of the article) [11], it was
found that the share of enterprises implementing
technological innovations in the total number of surveyed
enterprises is 5.8% in manufacturing, including the
production of computers, electronic and optical products
(19.2%), the production of medicines and materials used
for medical purposes (16.8%), the production of
electrical equipment (11.9%), the production of other
finished products (10.5%).

In Russia, since 2016, the national rating of fast-
growing companies - TechSuccess - has been compiled
[13], which is the basic one for selecting companies
participating in the project of the Ministry of Economic
Development of the Russian Federation "Support for
private high-tech leading Companies" ("National
Champions"). The rating is compiled for small, medium
and large companies; the top 15 includes five
organisations of each size.

The analysis of the best practices of innovative
activities of successful fast-growing companies included
in the TechSuccess rating and other companies showed
that despite the uniqueness of the business, fast-growing
companies are characterised by common success factors
associated with innovation.

The innovative basis of fast-growing firms consists of
the following factors:
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1. Work in the advanced technology markets, which
have a large potential market capacity and open up
further development prospects.

2. Highly qualified employees who create
innovative ideas and implement them into hard-to-copy
products.

3. Development of products that require engineering
and technical support for the client. The transaction with
the client is not limited to a one-time purchase and sale
act but involves cooperation for a long time.

4. Establishing partnerships with large organisations
that ensure the growing demand for high-tech products.
The needs of customer enterprises in high-tech solutions
stimulate innovative developments of companies, the
expansion of the scale of customer activities contributes
to the growth of sales of the manufacturing company.

5. Working in differentiated and targeted markets
where competition is relatively low, there is an
opportunity for international expansion for sales.

6. The experience of conducting innovation
activities for several years, which, in turn, allowed us to
accumulate experience in risk management of innovative
projects.

4. DISCUSSION

It is logical to assume that growing companies are
mostly small businesses that start their activities. Already
in the second year, they demonstrate an increase in
revenue due to working part-time during creation, and the
effect of a low base in the first year of work is also
affected compared with subsequent results. As our
observations show, small businesses (especially family
businesses) are often not inclined to continue growing,
having achieved acceptable levels of revenue and
profitability.

Ensuring the growth of the company requires
organisational innovations, which requires special
attention from the management team. You can name
many factors of business growth and development. In this
study, in the light of increased investment activity and the
prospects for innovative development of developing
countries, the success factors of growing organisations
based on innovation were identified.

5. CONCLUSIONS

The results of the study — certain problems of growing
organisations and innovation-based factors of successful
growth - allow us to consider the difficulties that arise
during the growth of the organisation, to foresee them
when planning investments, innovation activities, to find
possible solutions before starting the implementation of
the growth strategy. Using the study results allow for
smoothing out economic instability and reducing risks
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during the transition period, increasing the chances of
success of organisations.

The key success factors of growing organisations are

based on innovation and involve not only the introduction
of technically advanced solutions into production but also
the formation of highly qualified, innovation-ready
personnel, the creation of an innovative culture in the
organisation, innovative marketing activities.

The creation of a favourable innovation and

investment climate in the country with the favourable
influence of macroeconomic factors will contribute to the
innovative activity of organisations regardless of size and
the successful elimination of growth problems at the
micro-level.
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