Innovation papers: September 1999 (English summary).

Inna Donova: Barriers to innovation

No clear definition of barriers to innovation either in the literature or in our reports. Which factors, internal and external, should be considered barriers. For example, the report on the Syktyvkar mechanical factory implies that external difficulties provide the stimulus to innovation, as the factory has to find new products, implying that barriers are internal. 

Let us try to identify the real problems that have faced our enterprises in the course of innovation. There are several bases of classification. 

First, barriers may be successfully overcome, in which case it is a question of the experience of overcoming those problems. On the other hand we may see difficulties and contradictions which prevent the enterprise from overcoming such problems.

Secondly, we can distinguish external from internal barriers. The following are the most commonly encountered external barriers:

· difficulties with finding investors for the initial stage of the innovation

· problems of market competition - for raw materials, for supplies

· insufficient appropriately skilled specialists in the local labour market

· problems with local tax inspectorate and with the administrative regulation of prices in the local market, the dream of our enterprises is to get tax breaks, relief from rental payments etc.

· breaking down of traditional links with branch science

· problems of certification of products

Internal barriers:

· financial: need to accumulate sufficient funds for the innovation

· skills: training for specialists and workers

· economic: difficulties in determining costs profitability, prices and other plan indicators of future products.

· organisational: restructuring of management for new conditions, changes in work regime, organisation of hiring etc. Alongside these are the problems of premises and equipment. Even large well-established enterprises often feel that they do not have buildings available for the installation of new lines, in some cases this prevents innovation altogether (eg Syktyvkar bread factory). Plastmass bought press-form equipment without considering the necessary organisational changes. In the West such equipment is used by small firms which have several large factories as their regular customers so that they can work at full capacity.

Thirdly, barriers can arise at various stages of the innovation process. In our case studies our enterprises have mostly been at the final stage. Hypothesis: resolving the financial problems, which are generally considered the most difficult, provides no guarantee of the future success of the innovation. The absence of a well worked out programme may not only slow down the process but may even mean the whole thing comes to nothing. For example the elaborate but unsuccessful innovation at Plastmas, the big problems with the pasta lines at Sibkhleb. Moreover, in spite of the optimism of the innovators about the skills available in their organisation, this arises as one of the biggest problems at the introductory stage in virtually all our case study enterprises. Problems also arise at this stage with the suitability of raw materials. Problems of competition, supply, marketing often arise at the stage of realisation of the innovation. Many of our innovations came on line just in time to hit the august financial crisis when, instead of receiving the long awaited profits they had to reckon with a huge increase in their debts (Syktyvkar bread and beer factories). 

Serious barriers also arise at the stage of the installation of equipment. The price of imported equipment usually includes installation, about which all enterprises speak highly, but big problems arise with home-produced equipment, from the general problems of quality to the absence of any tradition of a responsibility of the supplier for the fate of the installed equipment. 

The opposite theme, related to the underlying reasons for the barriers that arise, is very interesting. In particular there is a contradiction between the stability of the organisation and its change. We find contradictions such as the following: 

· A contradiction between the need to support the current production process and to accumulate funds to innovate (above all to buy equipment). This may be resolved by getting funds from outside or by compromises: buying bit by bit, buying cheaper but ‘unfinished’ home-produced equipment, co-operating, buying incomplete or unsupported equipment. There is a global problem of financing, linked to the instability of the economy and polity and of the exchange rate of the dollar, then there are the local problems of financing particular innovations in particular enterprises. 

· Contradictions between previous representations (internal and external) of the significance and potential of the enterprise and new ideas about its niche on the part of the proponents of innovation. For example at Conveyor, where everyone noted a barrier of distrust on the part of Rosugol and the oblast administration when they proposed a change in the equipment they produced.

· Contradictions between the existing skills and experience of the personnel and the need for radical changes and related open or covert opposition of existing employees to the innovation, eg the Moscow car factory faced problem of senior management lacking up-to-date skills.

· Problems with the necessary supplies arose in some cases because they had simply not been taken into account in the planning stage, in others because of competition. In all these cases they had to chase around various suppliers until they found what they needed. Often the problem arose because they had to use domestic supplies on imported equipment for cost reasons. In some cases the question of raw materials became the main barrier to the future course of the innovation.

· Disparity between the demand for skilled labour and the supply on the local labour market. Plastmass recruited from a neighbouring oblast, Kotlomash sent workers for training elsewhere. Geolink executive director said, `you can always find money, it is more difficult to find highly skilled specialists’.

For a full picture of the barriers we also need to take the following into account:

· Even when the innovation has been completed problems may arise in getting the funding to produce at the level required for profitability (Electron, Samara).

· Problems arise when financing is on the basis of working to order (for concrete customers), which incurs high costs and produces no funds for development (Luch, Moscow).

· Military industrial enterprises often carry heavy costs maintaining inactive shops and equipment which they are required to keep as a reserve in case of mobilisation.

· Expenditure for social and industrial infrastructure, heavy tax on land which can partly be solved by renting out premises

· Lack of cash. State support often comes in non-monetary form.

· Enterprise debts as one reason for lack of money for innovation.

· The lack of money leads enterprises to make innovations bit by bit, although this usually involves higher costs and so slows down the process of innovation further, although there are some examples of successful `discrete’ innovation (Dvina).

· Spasmodic arrival of money leads to equally spasmodic innovation which can have unforeseen consequences.

· The absence of appropriate packaging can also be an unexpected problem (Samara  bakery). After the august crisis imported raw materials and packaging became much more expensive.

· High transport costs

· bureaucratic regulation of export and import

· impossibility for most enterprises to get credit on acceptable terms

· Unfavourable local economic policy. Regulation of prices to the disadvantage of particular producers (most commonly for food processing enterprises producing basic foodstuffs). Thus local authorities can help or hinder in competition with neighbouring regions (Samara spirits combine).

· even successfully innovating enterprises face problems with state certification. Thus the very successful crane factory in Samara has been besieged by inspectors: legal, health, tax: 14 come monthly. They pester the profitable firm because it has the money to pay fees, fines and bribes.

· Established business relationships play an important role, especially if the firm has regular partners.

· Often if there is a change of ownership or management the struggle against old ways of doing things is a barrier.

· personality factors can be a barrier to innovation (mentality of the director, conflicts within management, position of the owner)

· lack of information can be a barrier, especially if no connections with institutes etc.

· There are also specific branch problems in innovation. For example, the depressed state of domestic engineering industry. In particular the production of printing machinery. The equipment bought in the 1980s is now redundant, but printing firms cannot afford to buy imported equipment.

There are differences in the main barriers depending on the size of the enterprise. In small enterprises the problem of getting together the money to make a large-scale innovation and the problem of relations with the local authority, large producers of raw materials and powerful trading companies are the most serious.  As a rule a favourable climate and privileges for successful innovation exist only for large enterprises (especially monopolists). Among other differences one can note:

· Small enterprises do not have their own sales network (especially retail) which limits their access to cash. Large enterprises have much more opportunity to close the barter circle and get access to cash that is needed to build up the finances for innovation.

· Small enterprises have big problems with supplies of raw materials for innovation (suppliers of high quality raw materials prefer to deal with big enterprises). Thus Lad faced the problem of poor quality raw materials. Big firms face a different kind of problem: the higher productivity of new equipment means that they need not only higher quality but also larger volume of raw materials.

· Innovations need large scale production to cover the costs, so have to find a market niche to sustain large volume.

· Large enterprises, especially monopolists, get support from local authorities, creating problems for innovators who compete with them.

· small enterprises do not have a large bureaucratic structure which can, in principle, manage the process of innovation, but they also do not have all the overheads.

Those innovating from scratch have different problems. 

Finally, conclude that barriers to innovation is the other side of factors of success. What is especially interesting is how the barriers are overcome.

O. Vinokurova: Changes in the personnel structure in innovating enterprises

Do innovations lead to changes in personnel structure? Based on Kemerovo case studies. Take account of the branch to which the enterprise belongs and the character of the innovation.

The coal industry is different from all others in that its management is very centralised and authoritarian, so no room for initiative and innovation at lower levels: `we just do what we are told'. When there are technological innovations whole brigades may be transferred from one mine to another.

The character of the innovation is significant. All types of innovation lead to changes in the skill structure and composition of the labour force, depending on the character of the technology. Innovations which try to increase the competitiveness of current products, rather than introduce new products, by increasing quality or reducing costs are more likely to be associated with a reduction in the size of he labour force. Innovations which are part of job creation programmes are likely to be associated with an increase in the size of the labour force. 

Innovation often requires new skills, but this does not seem to be a barrier. Enterprises manage to hire people with the requisite skills, or else arrange training either on the job, sometimes as part of the installation of the equipment if it is foreign, or by sending people for training in Russia or abroad.

T. Kuteinitsyna: Problems of adaptation of foreign technology to Russian conditions.

Western technology is used both in technological innovation and in managerial innovation. The former especially in enterprises oriented to consumer markets, particularly food processing. Open shareholding companies have the best chance of getting investment funds because they can issue new shares. Various sources of financing.

Reasons for buying foreign technology:

· In the country there are no analogues of the purchased technical equipment. In Russia the technological backwardness of a number of industries is caused by orientation of domestic economy to the military-industrial complex. The technologies appropriate to modern requirements practically are not present in the Russian market. Attempts to address domestic enterprises as a rule end in failure. (« Macaroni factory »: the director of factory explains the reasons of failure in cooperation with the Russian partner: that “all the costs of our system were clearly shown in our relations with the defence contractors who are slow, unable quickly to address the situation ”. Despite the existence of solvent demand on the part of Russian macaroni factories, “Rybinsk motors” failed to realize its licensed right to manufacture Swiss lines.)

· The technology provides significant economy of energy

· The technology provides significant economy of materials. Feature of the new equipment at Mel’korm is that it allows a flexible technological schema without additional expenses. The technological schema makes it possible to adjust output and the variety of flour at the request of the customer. For example, the mill can make 75 % of flour only first-rate qualities or 80 % of flour of the first grade. And additional time for reorganization of the equipment is not required. It is done automatically in 10 minutes (the old equipment had no such flexibility.)

· More favourable conditions of delivery and operation. (ОАО "«Мелкорм" It took only three days to bring the Swiss equipment to operation after its installation, while it can take 8 months with domestic equipment. At SOLTI the Italian equipment came as a complete package, including installation that was done by the supplier and included in the cost. The results were excellent. Such an approach to delivery of the equipment enables to look after problems at a stage of installation and manufacture. It is also important that this stage of service of the supplier firm of the equipment is included into the price of the equipment. During installation, training the people to work on the new equipment will be carried out.

· In the country the necessary research and skilled - design works are absent.
· Existence of an external western proprietor, overhauling management in its own image. Rassvet: as soon as Nestle became the proprietor of the factory, the key management posts were gradually filled by foreign experts (director on marketing, main technologist, expert in the equipment, industrial account, on recipes etc.). A marketing department was created which conducts active policy of progress of the goods in the market. In this department experts are hired on a competitive basis. All of them passed training at the Nestle enterprises  abroad. It is necessary to say that with arrival of the new proprietor, the reception of the experts on factory is carried out only by competitive selection. Gradually all administrative structures have been equipped with computers. In 1999 it is planned to finish this process by introduction of an electronic control system. Uniform computer network here will be created which will allow instantly to receive economic information on all industrial divisions and processes, and complete information on each worker of the enterprise.

· Active position of capturing the Russian market by foreign companies. The example of the macaroni factory shows how a medium-sized western firm can get in to a completely new market, if in its own country there is an effective system of of support for commodity producers. The Italian partners did not require any serious documents, all they wanted was confirmation that the customer could pay. Therefore they preferred to get acquainted with the factory, having estimated its potential. A very careful rating of possible consequences of introduction of a new line was not done.

THE LEVEL of TECHNOLOGIES ACQUIRED varies:

· Technologies, conforming to the best foreign standards;

· Technologies at the level of the best domestic standards;

· second-hand - technology. Solti could not afford new equipment so bought equipment that had already been working for a few years in Czech Republic and Germany.
    Rassvet - Use both new equipment and machines that have already been used abroad, reducing Nestle’s risks.

· Incomplete equipment. To save money the mine bought a combine without the water cooling system, whose absence worsens working conditions and visibility (from dust) and capacity, that reduces the general efficiency of work.

PROBLEMS of ADAPTATION of WESTERN TECHNOLOGIES To CONDITIONS of OPERATION In RUSSIA

· There are no materials and parts of the necessary quality. Vaining tried to cut costs by using domestic accessories (hinges, handles, bolts etc.) but this was a failure because the quality of the final product was sharply reduced.

Solti - « When we unpacked the equipment, there there were also samples of bottles and granules. There were doubts that the liter bottle would do, but these doubts were not justified. People were used to both the shape and the capacity of the bottle, the packaging was suitable. The basic problem at the stage of development was selection of granules. In the specifications the firm did not specify on what mark the granules work, and the Italians did not come to our equipment. Therefore it was necessary to take batches from those factories, which produce granules for the food-processing industry, and to experiment, it took time and money. Now we take Kazan granules ».

· There is no staff with the necessary qualifications. 
· Western technologies are incompatible with technologies, working at the enterprise

· It is difficult to find a scientific organization, which would carry out works on adaptation of western technologies.

There is a negative attitude of bureaucrats to the purchase of imported equipment (Mel’korm met with reproaches from bureacrats when considering buying abroad. 
For some enterprises the foreign equipment and the components for output increase the cost of final production, it complicates realization and reduces volume of working capital. To compare the benefit from the import of equipment with opportunities of the market for increase of the price is an urgent task for such enterprises.

RESULTS of INNOVATION AT the ENTERPRISES

In most cases introduction of foreign technologies at the Russian enterprises can be said to be successful. Sometimes real result even surpassed the expected results. But there are examples of unsuccessful innovations (Tokem, where not one innovation had a positive result). The overall objectives of all the innovations described above laid not so much in economic, as on the political-demonstrative level. Therefore there was no elementary financial and marketing study of innovations.
Sergei Alasheev
Conservatism of Innovation
In our previous research ISITO has tended to concentrate on enterprises in crisis, depressed enterprises. This project gives us the opportunity to change the focus to look at progressive, developing enterprises. To some extent the concepts of traditional and innovating enterprises were conceived as opposites. 

When the research groups began to look for innovating enterprises in the regions, a paradoxical situation emerged. The same (or similar) traditional enterprises, which were surveyed by us in the previous projects, turned out to be innovating. The attempt to explain this situation, will help us to understand the reasons and driving forces of processes of innovation in industry.

In this paper we shall try consistently to prove the following propositions:

1.  The difficulties of the economic situation of the enterprise push it towards innovatory activity.

2.  Innovations at industrial enterprises do not have a  "global" character, do not lead to radical change of the whole structure of the enterprise: organization of manufacture, technological processes, control system, personnel reorganization, forms, methods of stimulation of work, training of the personnel, and social organization of the enterprise, character and ways of interaction with external environment etc.

3.  The purposes of innovatory activity of the enterprises are frequently reduced to preservation of the enterprise, preservation of the existing forms of functioning.

On the basis of the description of innovation processes at several enterprises we want to show, that the purpose of innovatory activity is frequently the preservation of those resources which are available at the enterprise. 

We shall understand the purpose of innovation not so much in terms of the aims articulated by management as the underlying (latent, hidden) logic of the innovatory activity of the enterprise. 

We consider the resources of the enterprise as the most varied characteristics of the potential of the enterprise. The purpose of innovation consists in some cases in preservation of the number and structure of employment or the technical productive potential of the enterprise - actually, preservation of the labour collective. In other cases innovations are pushed by the desire of management to use the available equipment more effectively (so that it does not stand idle). Other times we see the logic of introduction of innovations in the preservation of the structure of activity of the enterprise. In fact, we do not know of any successful innovatory projects, which conduct to radical change in the sphere of activity. 

In most cases the purpose of innovations is to keep the established niche in the market or even expansion of the market. However, in our view, in conditions of an economic crisis in the country each time behind these intentions stands the desire of management to preserve the enterprise as such, as a producing unit. Thus, innovation appear as one of the ways of survival of Russian enterprises.

The economic difficulties at the enterprises force the chiefs to search for ways "of «survival" and to resort to innovations.

Innovations in the Syktyvkar fulling factory consist in replacement of the equipment, but, according to the observers, this did not involve a change of technology, but replacement of the worn out equipment with the same but less worn out. The director is not sure, whether it is possible to call it modernization. (« And still we conduct modernization, if it is possible to call it modernization») In reality, having bought the equipment at scrap prices and having replaced the old, the production technology of fulling has not undergone any changes, has not required training of the workers, has not changed working conditions.

The researchers, probably, under influence of the evaluation of management, describe the updating of the equipment at the Syktyvkar confectionery factory as a condition of survival of the factory (just survival, but not the means of achievement of any aims). Structural - organizational innovations also are undertaken « with the purpose of preservation of the factory in the event of bankruptcy ».

The research materials of the Anzhero-Sudzhensk factory Asfarm provide  a perfect example of innovatory activity directed at the preservation of the collective of the enterprise. Though the transformation was accompanied by significant technological and organizational changes, management made a basic decision that one condition was not to replace the personnel, but to carry out its retraining. During work the researchers had the impression that support for the enterprise on the part of higher structures « appears not for economic reasons, but rather for social (to keep workplaces) and political (to not reduce the industrial potential of the city) ».

The radical change of activity of the machine-building enterprise Khimmash (Kemerovo), the introduction essentially of different kinds of work - repair of rolling-stock, would seem to contradict our thesis about the absence of large-scale complex innovations. But the chief engineer has blurted out, defining the  innovation strategy of the factory: « we undertake everything, we shrink from nothing if only to survive ». The enterprise was pushed into such a sharp change of direction of activity, in our view, by a situation of bankruptcy (and also, probably, the necessity of justifying the appointment of the former director of the enterprise to the post of externally appointed director).

When the enterprise works rather stably (as, for example, the Kemerovo bakery), innovatory activity more often concerns expansion of spheres of activity (introduction of a macaroni line, line on manufacture of wafers), but not changes of technology « of the basic manufacture ». The board of directors of this enterprise considers that manufacture of macaroni will allow the enterprise to "survive"  in crisis conditions. At the same factory the organization of selling - the creation of a network of retail shops - supplied baking manufacture with stable work.

In many cases the management of the enterprises says that the purpose of introduction of this or that innovation is "«survival". But what is understood by "«survival"? - preservation of the enterprise. But innovation can not preserve! What exactly do the chiefs try to keep, which features (characteristic, structure) of the enterprises? 

· The enterprise as such, as a unit of functioning of the economy?

· The enterprise as a place of investment of money, capital and receipt of profit?

· As an organizational structure, entrusted to the chief, (maybe, created, like a coddled child of the director)?

· Or preservation of a place in the certain market of goods or services?

· Preservation of the structure of activity of the enterprise?

· Preservation of the personnel structure of the enterprise?

· The preservation of the equipment (that did not stand idle)?

· Or something else.

The materials of the first stage do not really provide much information to answer this question. 

In Samara "«Transformer" we have tried to understand, what the director of the enterprise understands, and how this coordinates with innovation - change of manufacture. Let's remind, that "«Transformer" is not in so pitiable an economic situation as some other surveyed manufactures. Speaking about the purposes of introduction of new production, the chief named expansion of the market, increase of the volume of production. But then he noted, that the highly skilled experts of the factory, because of the small volume of sales, receive a low salary, and the staff of designers and technologists has no work. The director pities them, he worries that they may leave the enterprise, and besides he is disturbed, that the absence of work will dampen the enthusiasm of the people. One of the tasks of innovatory activity, as he said, is « to give the people work ». After our conversation we came to the belief, that actually one of the purposes of the development of a new kind of production was the aspiration to keep the personnel structure, the potential of the enterprise.

At the Samara enterprise Pusk, they see the basic purpose of introduction of innovation as its preservation as a «structural "- producing unit". But the researchers specify further: for management it is important to keep employment of the personnel, since in production the traditional style of a management remains, when « the chief still cares for his workers ». 

During the collection of the information under the project it was found out, that in the overwhelming majority of cases the initiator of innovation activity was the management of the enterprise. The review of the assembled materials creates the impression, that the innovatory projects introduced at the researched enterprises, are predetermined by existing representations of the chiefs about the enterprise: its size, personnel structure, hardware, organizational structure. And these representations determine both the choice of direction of innovatory activity, and the character, depth and ways of introduction of innovations.

The majority of innovations have a gradual character, do not assume radical changes of activity of the enterprise. Changing something (production, technology, equipment, staff), the chiefs try to preserve other constitutive structures of activity of the enterprise. Such - evolutionary - way goes the development of industrial production.

In conditions of the crisis of industrial production and the virtual absence of external motivation of innovatory activity the internal stimulus: the preservation of manufacture as such, becomes the primary driving force of innovation.

Kostya Burnyshev: CONFLICT AROUND INNOVATION AT INDUSTRIAL ENTERPRISES

( Theses - hypothesis - application of a subject)
The increase of the economic efficiency of the activity of enterprises is a key task of transformations in the transition economy. This task is solved first of all by the development and modernization of manufacture. However, the larger and more radical is the change, the more the probability of the occurrence of conflicts caused by the struggle between old and new.

Among barriers interfering with innovation processes, the important place belongs to organisational-administrative and social - psychological restrictions. These restrictions quite often serve as the reason for conflicts around innovation.

Resistance to innovations is caused by the threat of possible change of the social status of the workers. Together with new technologies and equipment on the enterprise come also new (frequently more qualified and young) workers and experts. So, for example, the introduction of a new tunnelling complex at one of the surveyed mines, has resulted in a complete change of the labour force of the section. A brigade of development workers with experience of work on the new equipment was invited from the neighbouring (closed) mine and the former brigade was disbanded.

The application of new technology, as a rule, of foreign manufacture, requires training and retraining of the personnel, the mastering of new kinds of work and adjacent specialities. The workers have a painful reorganization of the settled ways of activity, infringement of stereotypes of behaviour. On one of the woodworking enterprises we found sharp social conflict, the reason for which was the rejection by the workers of new norms of industrial activity. These norms (understood in a broad sense - economic, social) were dictated by the application of new technology and the rigid realities of the market economy (there had been a decline in the demand for the production of the enterprise). The fears of the workers were caused as well by the fact that the increase of productivity of work as a result of the application of new technology could cause a reduction of the number of personnel.

For large industrial enterprises administrative conflict is characteristic in the choice of strategy of development of production. It is shown in the collision of different management teams, which can change, for example, through the procedure of bankruptcy and introduction of external management. We can observe such conflicts at the metallurgical giant enterprises - Zapsib and KMK.
The introduction of the new does not give a guarantee of improvement in production, there is always risk, uncertainty. The fear of failure in a number  of cases becomes an insuperable internal obstacle for the management of the enterprise. …[file corrupted]
The contradiction between the aspiration of the organization for stability and the need for change loosens settled traditions. The psychological weariness of the people who have been subjected to years of sweeping changes in society, serves as a serious barrier to innovation in particular enterprises. …[file corrupted]
The beginning of the innovation of process is characterized by the phenomenon “ at first worse ”. The innovations require increased pressure at the enterprise, expenditure of effort, time and money. The development of the new is at the expense of resources internal to the organisation. The innovations demand “victims”, to which the labour collective does not always agree. In our researches we have found examples of the successful resolution of this problem, and cases of “failure” of undertakings of management without the support of the majority of the workers of the enterprise.

Innovation conflict can arise not only “inside” enterprises, but it can also be external. For example, when a small private enterprise collides with large monopolist in a particular market for goods or services. Very frequently, the local authorities will introduce (for different reasons) protectionist policies in relation to former state “monsters”. In conditions of unfair competition small innovating enterprises are compelled either to stay in the “shadow”, or to assert their interests, entering into conflict with the bureaucrats.

Thus, the process of modernization of the industrial enterprises causes the special type of the social conflicts - innovation conflicts, whose basic content is the collision old and new.

Hypothesis for further investigation:
The occurrence of innovation conflict (in this or that form) is an indicator of the reality of changes, occurring at the enterprise.
KOSTYA BURNYSHEV: THE INFLUENCE OF THE EXTERNAL ENVIRONMENT ON ENTERPRISE INNOVATIONS

The initial hypothesis of the project, the basis on which we determined the methods of research, was a hypothesis about the purposeful character of innovation processes. The necessity of strategic thinking of management of the enterprises and overcoming of barriers standing in the way of reforms follows from this hypothesis (Work Programme). However, such a rationalistic and « management - centred » approach (as well as any other) has limitations and in some cases does not allow us correctly to identify the innovation strategy, in spite of the fact that the enterprise is innovative in  all attributes.

The `Dolgoprudnenskii chemical factory of thin organic synthesis »: there is practically no management of the process of innovation at the level of the enterprise. 
In this paper the stress in the analysis of the assembled material will be displaced from the internal factors to the external environment of the innovating enterprise. With this approach the general purposes of the research - « revealing the factors promoting and impeding the introduction of innovations » -is extended a little bit, as the influence of a lot of the external factors (for example, the financial crisis of August 17, 1998) on the course of modernization of post-soviet industry cannot unequivocally be determined.

The external environment of the enterprise represents, on the one hand, conditions, in which the productive activity is undertaken, on the other hand, other enterprises and organizations with which the enterprise cooperates during this activity. Change of any essential conditions (for example, growth of the exchange rate of the dollar, increase of railroad rates or the fall of demand for production) compels the enterprise to adapt to changes. The appearance of new or disappearance of existing external "«subjects" (for example, enterprises - suppliers, banks or higher organizations) and their action in relation to the enterprise also have an effect. Therefore, in the context of the dichotomy « external - internal », innovations will be considered as one of the ways of adaptation of the enterprise to changes in the external environment.
The value of a normal external environment for successful functioning of the enterprise is difficult to overestimate. The majority of postsoviet enterprises researched within the framework of the projects and which have survived transition from a non-market economy to a market economy, remind one of a fish thrown out on sand. The adaptation to new conditions occurs painfully enough.

The Tbilisi macaroni factory: the political and economic processes proceeding in Georgia through the years 1991-1995, have had a negative effect on the work of the enterprise. The supply of the enterprise with raw material, auxiliary materials, spare parts of the equipment, fuel and electric power was broken. The old connections, both with the suppliers, and with the market of realization of production were broken.
An important parameter of the external environment is the degree of its variability or stability. Below we shall consider the factors of external environment, the changes in which have required enterprises to innovate. However some optimum level of variability is necessary for their successful realization, since complete stability is "«stagnation", the absence of stimulus to development, and complete instability is chaos.

The confectionery factory "«Anniversary": In conditions of an unstable economic situation the factory gradually lost the ability to be engaged in economic activity in general. A shaky external environment is pernicious for the enterprise, it has not any means of protection from external changes.

The most vulnerable postsoviet enterprises are those which face unstable demand for production. It is easier for some of them to adapt to the  realities of a pre-market economy than for others.
The research-and-production enterprise "«Spring" (Moscow area): the economic status of the enterprise from the moment of its creation, according to the directors, « changed sinusoidally and is connected only to the orders, and it is determined by the economic situation of Russia ». The best period (top of the wave) was is 1997, since April, 1998 the recession began, and after August 17 the situation was aggravated: some of the customers has refused the contracts. « There is no clear impression of what the future will bring - the situation in the country is difficult, and we are not a macaroni factory ».

Instability of conditions of ownership (in Russia?) frightens off both foreign and domestic investors. In unstable conditions it is more favourable to the enterprise frequently to work with the foreign suppliers of raw material and components (and also technologies), than with half-dead domestic partners. « Attempts to address domestic enterprises, as a rule, came to an end by failure. The idea that high-technology defense production can quickly be reoriented to civil production, turned out to be a bluff ». The definition « of the rules of the game » and observance « of these rules » - is an important economic reserve of state power.

Komiteks, Syktyvkar: But the management is very much concerned with today's situation in the Russian market and the activity of government, and has given clearly to understand, that all these plans will be embodied in life without problems, if a more or less stable situation develops.
One of the factors of external environment influencing the course of innovation processes at the enterprise, is the presence or absence of branch structures, to which it belongs, and, accordingly, connections with these structures. For example, the roots of many innovations at the factory "«Conveyor" lay in the past, when the coal ministry and later Rosugol existed. So, the key program of development of manufacture at this factory was developed with the participation of departmental institutes and was partially financed by the company Rosugol.

The Moscow oil factory has close connections within the framework of the ministry with other factories and institutes. Meetings therefore take place at which, taking into account the prospective demand and knowing the potential of each enterprise, and the raw opportunities,  the institute offers to factories to master manufacture of a certain kind of production.

The modernization of production at the coal mine was initiated by such an industrial structure as the company Kuznetkugol. After liquidation of the Moscow-based Rosugol, this regional company began to determine the technical development introduced into its mines. Kuznetkugol played the role of solvent customer and consumer of production for the factory Conveyor. Here it would be desirable to note the continuity of innovation processes in the transition from non-market to a pre-market external environment.

The Ramenskii bread combine: the basis of this combine in 1972 was an experiment consisting in the introduction of a new technological scheme of continuous and direct-flow technological process. Over the following years changes in the technologies which have allowed to simplify the process of manufacture were made to increase stability of the work of a factory, significantly reducing electricity consumption. In 1981-86 an automatic control system of the technological process had been introduced. Thus, the constant introduction of various sorts of innovation were characteristic for the Soviet period of development of the enterprise. The high quality assembly, repair work provides rhythmical and reliable operation of the factory even now.

With the destruction of traditional industrial structures the enterprise appears in a "«vacuum", losing its connection with the traditional suppliers of raw material and consumers of production. By inertia the management of some enterprises hopes for the state, considering, that exactly the state support will help to solve problems, rising before the enterprise.

Syktyvkar brick factory: one of the main reasons, as a result of which the economic reforms have not yet resulted in a flourishing industry, but on the contrary, have brought it close to extinction, it is possible to consider the disorder of the former control system of the branch. Today, the absence of state support is one of the most important factors determining the difficult economic situation of the enterprise.

As an alternative approach it is possible to consider the creation of new structures, for example, financial and industrial groups. It is quite possible, that the success of innovating enterprises is connected with their inclusion in more general structures, which create a favorable environment for modernization.

The Moscow region automobile factory: the factory is a company in structure of financial and industrial group also including a part of manufacture at Vaz and a factory making small cars at Kamaz. The FIG has permanent representation in Moscow.

The change of patterns of ownership during large-scale privatization was gone through by all former state enterprises. Both internal, and external structures of management have undergone changes during privatisation. The dynamics of  the processes of decentralization and centralization of management are visible in the mutual relations between coal mines and the association in the coal industry. The consolidation of shares and centralization of management can also be observed in the wood-processing industry with the development of the Syktyvkar timber industry complex .
The destruction of traditional departmental connections of subordination allows

 management a space to create external structures based on corporate connections. The most vivid exampleof this is  the firm Solti, on the basis of which a whole system of individual companies has grown.

The major external factor, which determines the character of the innovation process, is the demand for this or that kind of production. It is possible to allocate some variants of demand (examples are from the research of the Kuzbass group):

1. Rather stable demand for production of the enterprise in volume, in quality, nomenclature etc. most typical example - the mine "«Coal", occupying a certain niche in the market for coal and having regular consumers. These features of the modern coal market derive from the fact that it is an industrial input and the market is oligopolistic with only limited competition. The mine works almost at full capacity and management sees its basic task not as increasing the volume of production of coal but as reducing its costs to the minimum. 
2. Demand that is unstable, but having the tendency to increase, is found especially at food-processing enterprises (for example, « Siberian frozen food combine » - ice-cream, firm "Gals" - smoked fish, beer factory "«Owl"), and in other branches (factory "«Tablet" - medicine, factory "«Conveyor" - coal-mining equipment). The features of the markets of production of these enterprises dictate necessity of product innovations, expansions of assortment and nomenclature of products.

3. The demand exceeding supply, is found, for example, at the enterprise " «Forage", where by virtue of a number of reasons of a political character the flour became a scarce good. The tendencies of development of demand on production the mechanical factory (special machines) and "Kotlomash" also lays in this direction. In many respects such demand promotes practical monopolism of the manufacturers in the appropriate sectors of the market. Strategy of management in such conditions becomes the maximal increase of the volume of manufacture.

4. Low (or gradually decreasing) the demand is found during research in woodworking production and plastics (Vaining and Plastmass) 
The mutual relation of the enterprises with the consumers develops into one in which the source of well-being of the enterprise gradually becomes solvent demand for their production. This dependence is obvious in the sphere of production for mass demand. The most vivid example of changes in sphere of production of industrial goods is the factory "«Conveyor", which management will carry out active marketing measures with new mining equipment (« struggle for customers »). In the reports on a lot of the Syktyvkar enterprises such behaviour of management is called « marketing innovations».
One of the market elements of the postsoviet economic mechanism it the emergence of competition with which the enterprises have been confronted. « If you do not win the competitive struggle, any innovation is a wasted expenditure of money and effort». In the food-processing industry (and adjacent branches) it was necessary to compete first of all with foreign manufacturers.
The green chicken factory (Syktyvkar): In 1990 the inflow of imported chicken legs onto the local market began. It, in opinion of the directors, ruined poultry keeping in Russia, including in Syktyvkar. But at the same time competition has pushed to search for ways to increase the quality of production and especially to resduce costs, of which earlier they thought little.
Joint-stock company Syktyvkar brewery: 
 in 1990 the brewery was confronted with sharp competition from both foreign, and domestic manufacturers. Low-grade Syktyvkar beer began quickly to be pushed aside by more prestigious and tasty imports. The traditional Soviet cooling drinks began to lose the appeal, when the consumers got acquainted with a wide spectrum of the import goods. Production costs grew uncontrollably, so that prices matched those of imports. In this situation only modernization of manufacture with the purpose of increase of quality of production could rescue the enterprise from complete displacement from the market.
One of kinds of active adaptation of the enterprise to varying conditions of the market and strengthening of competition in the markets in the countries of CIS is the creation of its own marketing network. The expenses of this can be significant enough and it is possible to consider them as the investments in development of the enterprise.

Tbilisi Cognac factory: the firm is engaged not only manufacture, but also selling of production, for which the firm has opened shops throughout Georgia and in a number of foreign countries.

The Tbilisi dairy combine Amaltea has organized a network of firm shops equipped with trade equipment, providing safety of products and their realization without deterioration of quality. In parallel, on a contract basis, the firm supplies with production a trade network, in the basic supermarkets, delivering dairy products in special refrigerated trucks.
Practically all enterprises investigated within the framework of the project, in this or that kind collide with restrictions, which are connected to supply by raw material, by spare parts etc. This problem not always is caused only by finance. For example, in the baking sphere, the deficiency of raw material is caused by physical shortage of  grain and price policy of the regional administration. In the timber and pharmaceutical industries producers confront the world prices for necessary raw material and components that reduces the profitability of the appropriate manufactures. A strategy focused on development of local raw material base can be successful:
The Tbilisi dairy combine Almatea: Over the last years in Georgia the head of dairy cattle has increased annually at the expense of crop production. The firm since 1999 began increase of purchases of milk from the population. It was necessary to get special vehicles both equipment on preparation and transportation of milk. On calculations of the economists of firm, manufacture of dairy products from local raw material reduces the cost price of production, that will enable to lower a sale price and will raise profitability of the enterprise. The cheapness of milk is caused by that circumstance, that the climatic conditions of Georgia enable to hold cattle on pastures 8-10 months in one year.

This innovation also has serious social value: it enables the farmers to expand the economy, that will raise their well-being.

The influence of macroeconomic conditions was well illustrated with the August financial crisis of 1998. It was mentioned by almost all investigated enterprises. However, its influence was ambiguous. In some industries delivering production for export, the growth of the rate of dollar has helped partially to solve the financial problems. So, in a coal industry and neighbouring branches the financial flows «have "quickened". The coalmine has completely settled its debt for wages, have paid the customs duties and has received a long-awaited new tunelling combine. The factory "«Conveyor" has received "live" money from the company Kuznetskugol and has shipped to it new mining equipment.

One more consequence of August crisis was the increase of competitiveness of domestic production in comparison with import. So, in the market of medicines on the account of lower prices in comparison with foreign medicines "«Tablet" could strengthen its position, foreign competitors have left the ice-cream market. 
The trade equipment Factory Moscow: the financial crisis of August, 1998 has played a positive role in improvement of the financial and economic situation at the enterprise, as the heavy duties on imported production, including trade equipment, force firms selling them in the Russian market, to raise their prices. It has forced former consumers and customers of this kind of production to search for new suppliers inside the country. In these conditions in recent months 1998-1999 there was a steady demand for the trade equipment issued by the factory, which is one of the few enterprises, which to this time already have finished successfully a number of innovations and supply the Russian market with production appropriate to the level of foreign analogues.
An example of the negative influence of the growth of the rate of the dollar is the case of the wood working and similar enterprises which have to buy parts and raw materials at world market prices and sell production on the home market. As a result some estimates were that the production and sales of the enterprise "«Frame" were reduced by 2-3 times.

The Tbilisi dairy combine Amaltea: a major factor impeding the increase of production of the firm, is that a significant part of production is made with imported milk powder. In connection with instability of the Georgian currency, all goods made on import raw material, have become more dear than similar goods made with local raw material. Therefore production of firm became less competitive in the local market.

Another widespread variant is credit servitude, in which the enterprises took a currency credit for purchase of imported equipment ("«Forage", « Siberian freezer combine etc.) and have got to pay at a new rate. And is indicative, that overwhelming number of innovations are based on foreign technologies. In many described cases the initiators of the innovation chose between the several alternative projects and technological decisions, among which there were also domestic development. The indirect influence of crisis was showed in deterioration of an economic conjuncture and general fall of demand in the markets.
The destructive consequences of the financial crisis, which burst in August, 1998, were felt by the printing house "Science" in September, when the quantity of both state and commercial orders was sharply reduced, October appeared "the collapse" month. However for November outside orders reached their former volume, in December the volume of state orders was restored. By the end of 1998 the financial position of the enterprise was stabilized.

The barterisation and absence of working capital are also features of the economic environment, in which modern innovation processes proceed. For this reason many from them are compelled to be engaged in long chains of goods exchange operations, creating for this purpose special structures.

Syktyvkar mechanical factory: In circulation between the enterprises there are not enough of live money, as the accounts are conducted by barter or offsets, even when there was a preliminary arrangement on payment of production by money.
Syktyvkar  brick factory: basic weight of the customers has no money resources and consequently is compelled to pay by goods. As a result the situation is created, when it is a lot of the customers, but few can offer money. Also it is necessary to a management of a factory to choose with whom to cooperate among the mutual creditors, the priority is given to the one who can offer products. In a word the enterprise has practically no alive money, that creates considerable complexities in expanding manufacture or introduction of new technologies.
Irrespective of the pattern of ownership of the enterprise, the budgets of the state of various levels remain the main source of investments. The share and value of banks have decreased radically after financial crisis. The small enterprises try to lean on their own forces, individual investments and criminal capital.

There is a process of establishing new investment mechanisms. So, the state has not completely stopped support of the coal industry, but its volume has considerably reduced. The mechanism of investment has changed also. Money is given as a result of a victory in investment competitions. And, such competitions can be announced not only by state bodies, but also by foreign investors. The basic criteria of victory in investment competition is the return of the money and the profitability of the project. The state investments are provided without interest. For last 2-3 years in a coal industry are observed growth of total amount of the investments.

In Samara the oblast administration has introduced competitive financing of innovative projects and meeting local orders (budget funds) through a system of tenders. On the one hand, it, undoubtedly, raises the innovation activity of the enterprises.

As show the descriptions of innovation in other branches this mechanism is less formalized (here it is possible to recount the stories of managers, about how they at the latest moment "«intercepted" the equipment and money of their  heedless competitors). It is possible to illustrate each level of budget financing with examples from our researches:

1. Level of the state budget. The management of the former Rosugol had to show its activism in creating jobs for displaced miners. At the expense of the public funds it buys German technology and creates the wood-working enterprise"«Frame". After its creation and the liquidation of Rosugol there is a question of who is the owner of the given enterprise. This question till now is not finally decided.

2. The regional budget. Under the former governor Kislyuk in Kemerovo there were deep currents: the program "«Veil" (agriculture) and road construction from which several enterprises benefited. The new governor Tuleev has provided a half million dollar credit to the factory "«Conveyor" for the development of the local motor industry.

Syktyvkar, green chicken factory: the revival of the factory and its modernization have begun from the decree of the Head of the Republic of Komi about support of poultry keeping. According to the measures, adopted by the local authority, the factory received the credits and began work. In truth the planned sums only arrive with delays and usually not in "live" money, but different substitutes such as bills.

In December, 1997 “ New Food ” (Samara) was connected to the program of manufacture of a children's food carried out within the framework of the large project “ Children of Samara”. This project is supported by the regional administration, and, accordingly, is more or less stably provided with financing. “ New Food ” has come in the program, having won in a competition.

3. The municipal budget. The head of the city of Kemerovo persuaded the deputies of the urban assembly to guarantee Sberbank for providing the credit to the firm "«Forage". With this money private millers have bought good Swiss equipment.

The state on behalf of the central and local bodies of management puts means for the decision of social problems (creation of workplaces, support of the vital branches etc.), strengthening the authority of separate ruling groupings (political support of the loyal economic chiefs), creation of new sources of updating of the budget.

 Merkurii-92 (refrigerating combine of Tbilisi): the firm frequently carries out the assignments of government on organization of supply of the population with products purchased in other countries.

The attitude to credit resources given by other sources, is more negative, than positive. The interests of banks, private and criminal investors are monotonous enough and in many respects coincide - reception of short-term profit. Therefore management of the enterprises tries not to take bank credits, to leave from under criminal "«roof". It is much easier to management of the enterprises to find a common language with branch and state management (to be share authority with "«authority" is psychologically much more pleasant, than with the partner - director or thief in law).

The scientific - information environment of processes of innovation includes various forms of activity of the enterprises. It is possible to allocate the following forms of external cognitive activity and appropriate institutes (market of ideas?):
1. Reading of the special literature and periodic trade papers.

2. Performance of NIOKR on the basis of the contracts with branch and research institutes.

3. Advices of the foreign experts who are included in a package of services in installation and setting up of the equipment.

4. Informal advice received by management in branch and research institutes.

5. Paid purposive training of experts in higher education institutions.

6. Copying and adaptation of foreign experience of the design and technological decisions.

7. Direct and frequently informal exchange of experience with similar Russian enterprises.

8. Regional exhibitions - fairs of production, equipment etc.

The range of interaction of the enterprises with scientific institutes and organizations is very wide - from complete loss of contact to close interaction.

The state research-and-production enterprise "«Spring" (Moscow area): "«laser" cooperates with such centres of science as MISIS and FIAN through which it goes out to potential customers.

"«Beam" is a member of Laser association, that, in opinion of the directors "of «Beam", brings benefits: the enterprise receives informational help; LA participates indirectly in the marketing of production (by the publications, which can be given through LA and participation in exhibitions arranged by the association); also "«Beam" used opportunities of LA in training: the deputy director has passed training at the Russian-German information-educational centre, organized by the association, and training in Germany, thus LA paid a part of training.

The influence of politics (struggle for power) is to some extent shown on the majority of the enterprises. However levers of influence of superior structures differ from methods of management of innovation by the management of enterprises and branch structures. For example, the governor by administrative measures constrains a rise in prices on bread, selectively supporting the loyal large manufacturers (candidates in the deputies in the regional soviet) and ruining fine private concerns (« harbingers  of Capitalism »). Very frequently political decisions are poured out in state projects and programs (such as re-structuring the coal industry and closing of unpromising mines). The success of innovation can be built on active participation (even formation) in such programs, as at the factory "«Conveyor". Another position is occupied by directors of such enterprises, as the factory « Northern star » Syktyvkar):

" The Authorities, - according to the directors of Northern Star - do not prevent and do not help. I am immediately conscious of being distanced from them. To get into a large republican project - is consciously to destroy the business. I shall never have contact to them. With them I do not want to work on principle. At first they were on the side, when they saw, that there is a sense in our undertakings, they at once already began to try to join.

I have grown as a producer within the framework of the Soviet system, and I understand very well, that it needs my success, but I do not need it, because it does not want to give me and my workers anything, it only wants to take. Once we have managed to begin without local authorities, without their paternal support, now we will grown up all the more. It is similar to the situation with the bad father, he has thrown out his children to grow up independently, they have not drowned, and begun to advance quite successfully in life, and then along comes dad: « I gave birth to you...’.
In the local Ministry of finance there is a department of investment, but it is a bureaucratic bloodsucker of the purest water, it is not necessary to me ".

Any innovative enterprise producing new goods or rendering new kinds of services, collides with the state system of certification and licensing. Practically in all cases, in which a product innovation is described, there are mentions of actions of the chiefs of the enterprise for the certification of the new kind of production. It is possible to notice distinctions between certification of production of technological purpose and certification of production of mass demand. So, the mine equipment passes tests and check first of all on conformity to conditions of a safety, and food products of conformity to sanitary - hygienic norms and GOST.

ÎÀÎ « Moscow oil factory »: the enterprise bears significant charges for certification and licensing of production - approximately 20-30 thousand roubles on each kind. Besides this, the procedure takes about 2-3 months and can owing to temporary lags result in the rejection by the consumer of an already agreed delivery.

However, being a necessary element (probably?) of a civilized market, this system protects both consumers, and manufacturers  from unfair competition.

In the case of the «Factory of the non-standard equipment » (Moscow) the procedure of certification has protected the enterprise from external competitors, which manufacture similar production but could not overcome this barrier. Some of the basic customers of production, made by the enterprise, - house-building combines - tried independently to manufacture metal fabrications, traditionally made « by the Factory of the non-standard equipment ». However now the rigid procedure of reception of the certificate of quality on issued production force a number of former customers again to resort the to the services of the factory for a part of purchase of production, issued by it.

The influence of the increase of the transport tariffs on all enterprises has been unequivocally negative. However there are some differences in adaptation to this factor of the external environment. For example in the company Kuznetskugol there is a mechanism of individual changes of railroad rates for the transportation of coal production. For other producers « there is a gradual process of replacement traditional, but geographically distant suppliers, for local (reduction of cost of production by reducing transport costs) ».

The central and local taxes are mentioned in all cases from the point of view « tax pressure ». It is one of the basic constitutive mutual relations of the enterprise and state. To regional specificity it is possible, for example, to attribute regional illegal 5 % tax on sales in the Kemerovo area.

According to the deputy director of the Syktyvkar brick factory: Today most of all money, received by the factory, goes to the payment of taxes. If the state reduces taxes, or gives privileges, the enterprise could completely free itself from the situation that has arisen and, money for the modernization of the equipment and payment of wages would be found.

Firm Kasbegi (Tbilisi): the basic obstacle to the successful activity of the firm is the tax policy of the state. The chiefs of the firm conduct a fierce struggle to get the taxes in order. In Georgia a Union of industrialists has been created, one of whose chiefs is the president of the firm. Proposals for providing normal activity of domestic manufacture are developed. It especially essentially is important for manufacture of beer, as it is connected to import of raw material and auxiliary materials requiring large expenses for the duty, raising the cost price of production. The further successes of the firm depend on the decision of Parliament of Georgia on these questions.

ОАО «Avant guarde -Knauf" (Dzerzhinsk): the difficulties in the way of a fast transition to such parameters consists in the fact that the tax inspection has revealed a number of discrepancies in the allocation of the investments, and impedes the process of the further financial injections. Now at the enterprise there is a judicial suit, withg a claim for a total of 53 million roubles.

Decrease of the standard of living of the population is also a factor of the external environment of the enterprise. First of all enterprises of food sphere issuing production of mass demand collide with the reduction of the standard of living directly (fall of volumes of sales and displacement of the nomenclature of products in the bottom price range).

Syktyvkar brick factory: could find the reflection of the deterioration of the general economic situation in the country on well-being of the population being today one of the significant consumers of production of the factory. If earlier private people were able to pay for bricks with live money, today the majority can offer in an exchange either other goods, or service.

In a course of the innovation process the enterprise has specific needs for skilled work and it is compelled to look for potential workers on the external labour market. The basic features of this market, which are taken into account by the enterprise: segmentation, excess supply in the majority of segments, average level of payment (« cost of labour »). Labour begins to be hired not only from other cities (coalmine), but also from other regions (ОАО "«Orbit").

ÎÀÎ “Orbit” Syktyvkar): the shortage of own staff the factory tries to resolve with the help of the hiring of qualified workers and engineers from Kirov on the basis of contract. In Kirov they work at nowadays standing idle military factories and view such offers favourably. For the decision of this problem it is necessary to prepare a base for accommodation. In the summer of 1999 the first brigade will arrive in Syktyvkar for restoration of the metalcutting machine tool - automatic device.
Colliding with the requirements and restrictions of external environment the enterprise forms a strategy of behaviour. Taking into account the variety of impacts of the external environment we have not considered such aspects as the presence or absence of organizations promoting innovation processes at the enterprise, ecological requirements to manufacture, the legal features etc. Nevertheless we can draw the conclusion that the study of external environment of innovation is necessary not only as the description of a context of occurring events. Very frequently the reasons for changes, occurring at the enterprises, lay outside of enterprises and external "«subjects" and the circumstances in many respects determine the character of development of innovation.

The successful strategy of development of the enterprise in many respects is determined by understanding of a mismatch of internal subsystems and elements of the enterprise (including as a social organization) with external conditions of existence. As a material for discussion it is possible to put forward two assumptions determining the basic moments in the success of innovation:

1. Innovation as a  reaction of the enterprise to a mismatch of the internal factors and external environment.

2. This reaction can be adequate or inadequate (for example, factory "«Plastic").

3. The degree of success of the strategy of management depends on the degree of its "«orientation" to the external or internal factors. Success comes where they study the external environment (Sytyvkar mechanical factory, factory "«Conveyor", firm «Avant guarde -knauf etc.), instead of concentrating on the internal problems of the enterprise.

IRA TARTAKOVSKAYA: INITIATION OF INNOVATION

The purpose of this paper consists in the analysis of a situation, which gives birth to the innovation process. Special attention will be given to both the external and internal factors influencing the decision of management / workers to introduce an innovation, and to the person of the initiators, who have acted as a direct source of administrative and other actions directed at changes in production. It is planned to create a working typology of innovations depending on their “sources”. My hypothesis is that the factors influencing the introduction of innovation, most significally define its unfolding and the degree of success of the whole innovation process.

In my view, it is possible to allocate some basic types of innovation depending on the character of their initiation:

· “ Innovation as a means of a survival ”. This type of innovation arises because the management of the enterprise has felt, that the status ‘ status quo ’ is fraught with a hopeless loss to market competitors and in this connection undertakes spontaneous attempts to change something to make the enterprise competitive. Besides pressure of the competitors (in particular foreign, whose massive intervention on the Russian home market became the new factor of pressure on domestic producers during the 90s) typical elements of the initial situation for such enterprises is the significant growth of debts and loss of a part of the traditional sales market. Such innovations from the point of view of administrative strategy have a `reactive’ character, are not connected to previously developed plans of development of production. Typical example of innovation of the first type is the factory “Auto parts”, “ Household chemistry ”, “Start” (Samara), Factory of non-standard equipment, a Factory of trade equipment (Moscow) etc. In the role of the initiators we usually find “staff” senior managers with the large experience of work at the enterprise linked to “traditional” management. Sometimes the proposal to innovate comes directly from the customers, and enterprise managers act in a role of passive executors of another's idea (Pokrovskii mine equipment factory, Samara “Auto parts”). It is possible to cite a characteristic quotation from an interview with the director of one of these enterprises: “the innovation process at the enterprise, basically, has a controlled character, though it requires powerful (not always available) additional material inputs and in conditions of most severe crisis is a forced measure’. It is rather significant, that the director considers it necessary to emphasize the manageability of the innovation process, meaning thus, that it could also be chaotic or spontaneous. They, as a rule, are not accompanied by any significant changes in the social structure of the enterprise or in administrative strategy, with a single exception: on the basis of the sales department a department of marketing is created, usually working with low efficiency. Partly it is connected with the fact that the employees of this department, as a rule, have not any special marketing preparation, but in the greater degree with the certain Russian administrative tradition, according to which the marketing strategy is developed by the management of the enterprise on the basis of the personal understanding of the situation.
However the scenario for the introduction of innovation can be a little bit different in that case, when the old administrative team, responsible for the crisis is changed, and innovations are carried out under the direction of new management. In this case the exit from crisis occurs through a precisely developed plan of special measures, including innovations (example - transformation at such enterprises, as Ivanovo bread, Mechanical factory № 2 (Moscow) etc).

Very frequently this category of innovation means closing or preservation of unprofitable production, reduction and renting of the industrial areas and in general “cutting off” elements of the enterprise that are inefficient at the given market conjuncture (for example, Kemerovo Asfarma). In such situations a more profitable direction of production is developed, the range of products is corrected. Accordingly, quite often there is a reduction of staff. Resource-saving technology may also be introduced, the innovations are are aimed at reducing costs. Sometimes, as in a case with Kemerovo mechanical Factory, the character of production is changed completely.

· “ Innovations after bankruptcy ”. This type of innovation is rather close to the previous. They occur, when the enterprises are actually restored from “a zero point”, and the failure of a previous strategy has become obvious, and in these conditions any financial reform can only have a positive effect (in comparison with a complete stop and disorder of the enterprise) - as the main engineer of one of such enterprises, Khimmash, said, “ we undertake everything, nothing shrink from nothing if only to survive ”. As examples of the enterprises, on which such were made innovations, in our research are The Green Chicken Factory, factory “Orbit” (Komi), Mikoyanovskii meat factory (Moscow), Khimmash (Kemerovo). In such cases “ the passive strategy ”, having collapsed, turns into an active one (a study of the market is made, the product range is sharply increased) Innovations “ from zero” are usually also accompanied by social innovations (contracts, control of labour, in a case of “Orbit” - vakhtovi method). It is possible to consider modernization after bankruptcies as a specific problem situation, at which the introduction of innovation occurs most intensively. Often enough after bankruptcy there is a replacement of the management team with one more modern and “market focused ”, i.e. initiators of innovation are  managers who have enterprepreneurial experience. In a number of cases the initiators and, that is very important, financial investors allowing to carry out of an innovation, are the external proprietors. Besides the situation of bankruptcy appears convenient enough“ as a starting point ” for innovative activity, as the debts of the enterprise are frozen, and the process of insolvency sometimes means the attraction of investments.

· “ Program innovations ”. In this category I include innovations not necessarily on a large scale, but having a strategic character, thought out in advance, based on understanding of the situation in the sales market and aimed at the future. They represent not momentary reaction to any events, for example, a change of a market conjuncture, but are aimed at management of the situation: “ Have made the business - plan,we decided where to invest, how to build up our sales, and went according to the plan - pressed at regular intervals in all directions ” (from interview with the owner-director of firm Gals’s Kemerovo). As examples of enterprises practising innovations as a necessary element of strategic development, Kampomos (Moscow), neftemaslozavod (Moscow), Anzheromash (Anzhero-Sudzhensk), Kemerovo bread, publishing house “Science” and lot others. At these enterprises the introduction of innovation, in particular of production innovation has the character of constant process.

It is important to emphasize, that such innovations are carried out faster under the initiative of management, than under pressure of circumstances. A good example from one of above-stated cases: “ Processing and the recycling of the saved waste was a serious problem which has been not solved till now. In the beginning of the 90s the enterprise management decided to replace the treatment plant. It is necessary to note, that the old treatment plant as a whole corresponded to the specifications and the enterprise was not a polluter. There was no pressure from the outside, on the part of the Ministry or ecological bodies”.

The motives of introduction of a “ program of innovation ” can be various. So, for example, in the mineral industry the necessity of search of the new decisions is caused by the character of production - volume of developed resources is not unlimited, and so, for example, if a colliery is to continue to work effectively, it is necessary to find the new technical solutions, allowing it to improve its methods of coal extraction (for example the mine Abashevskaya.
Among the constantly modernized enterprises are a lot belonging to the food-processing industry. The dynamism of their development is connected with the fact that they depend on the situation in oversaturated segments of the market, in particular, serving not other enterprises, but the population directly. They exist, first, in conditions of a very sharp competition with other producers, secondly, fluctuations of demand on their production in a trade network have an effect for sales volume very quickly, because the chain separating them from “ultimate user”, i.e. population, is very short. As a result the enterprise is compelled constantly to change the product range and to enter new production to attract the attention of buyers and to catch the tendencies of demand: “ the demand for one kind of production has fallen, whether we like it or not it is necessary to master new kinds or else you go bust. Buy new technology. The state standard puts forward the requirement of obligatory packing - there is nothing else to do but to find and to buy the equipment and materials ”. (From interview to the director Samara bakery). Innovations at enterprises of this type are carried out according to a more or less worked out schema so one can say that they have a “routine ” character.

In general, the fall of demand for traditional production is the most widespread motive for the initiation of a “ program of innovation ”, and for the most far-seeing managers - even forecasting of the fall of demand. As an example I shall quote from an interview with the director of Anzheromash: “ Even when there were summer strikes, we began to think that we needed new markets, for example, food products are always necessary. I had a copy of the magazine “Rationalizer and inventor ”, there I saw plans for a mobile installation for the production of mixed grains, the cost was small - we could quite easily cover them. Well, I think, it is necessary to think.. Then a friend said that it is all nonsense, now we need to make mills or micro grain dryers ”. In this fragment we can see one more essential and rather characteristic feature of acceptance of a decision concerning the introduction of innovations - it is very seldom a result of special, methodically organized study of the market. Much more often the initiator is guided by his own experience, the opinion of friends, as in the above-stated case, or it is simply by intuition. For example, that, on a recognition of the director of the Kemerovo frozen food combine, “ as to the idea of purchasing a line for the production of `gourmet’ ice-cream, here there was not anything, except for intuition ”. The term “intuition” in general is one of the most widespread in the description of the occurrence of the idea of an innovation. It indicates, most likely, not only the weak development of marketing structures and marketing researches in modern Russian enterprises, but also that the function of acceptance of the decisions on any questions, switching innovations of production, basically belongs to the director, that is, innovations are in the greater degree a projection of the person of the first chief, his  preferences, of competence and even of personal temperament (the director of the Moscow enterprise “Star” can be cited as an example “ inclined to innovation activity”, whose personal plans and interests were so closely bound up with the activity of the structure headed by him that they represent already practically a single unit). As the main engineer of another enterprise noted, “ all innovations come from a desire to live and to eat bread with butter and red caviar, and to dress, and yes to drive a Mercedes ”(Sokol Samara). And one of the directors of the investigated enterprises in general admitted, that the innovation was introduced at his factory thanks to a bet made by him with a friend, the director of another enterprise.

It is necessary to note, that the management, guided by their own impression of a favorable conjuncture, boldly undertakes development of production, completely new to the enterprise: “ we began to think, that it can be favourable for us. At this time Kislyuk (former governor of the oblast) was beginning to build roads. We began to look at what happens in road engineering. ” (from interview to the director Kemerovo Mechanical factory).

Besides the allocated above types, it would be desirable to specify some categories of the enterprises, which are inclined to innovatory activity by virtue of the  specificity of the situation.

So, the purposeful introduction of innovations is peculiar to the new enterprises created in the last decade - for them they are a natural part of the gradual expansion of production (for example, firm Gals’S (Kemerovo), Lad (Prokopevsk), Factory of a technical glass (Samara).

One more category of enterprises, which doomed on innovation activity as an indispensable condition of a survival, are purely military producers. State orders virtually disappeared at the beginning of the 90s. This was a powerful external factor, completely changing the condition of economic activity of these enterprises. If the versatile enterprises also producing “civil” production, still could keep a balance and wait for the development of a new defense doctrine, those which were exclusively military, like the Ryazan factory “Source”, Samara “Screen” etc. had quickly to carry out innovations or be ruined. In particular it concerns to research-and-production associations having a significant engineering personnel potential and having wide experience of innovative development, having wide experience, `Such production as ours cannot stand still. We work in such branch, which develops literally by seven-mile steps. Without new development new production we simply shall lose qualification, and from the market we will be pushed out in no time by those who will appear ahead” (From interview with a management of factory “Screen ”).

Certainly, a precise division between the enterprises conducting modernization which is compelled, for the sake of a survival, under pressure of circumstances and enterprises introducing innovations on their own initiative, systematically and thought out, does not exist, the question is about strategy, which can vary in the process of change of the situation at the enterprise and evolution of ideology of the management team. The same enterprise (as, for example, Samara Sokol), having introduced the first innovation under rigid pressure of circumstances, can then make innovation activity the central element of its development. But it seems to me, that in each concrete interval of time appropriate to the certain period in existence of the enterprise, a policy of “active” or “passive” modernisation prevails.

Conclusions

It is not necessary to consider, that any of the types of innovation are initially more successful (for example, apparently, planned and “market-oriented” administrative innovation on “Auto crane” resulted in bankruptcy of the enterprise): the success of innovations in the sense of their consequences for the destiny of the enterprise to a much greater degree depends on other factors, in particular, the presence of external sources of financing. Actually speaking, the specificity of the given research of innovation consists that it will be carried out against a background of intensive re-structuring of the whole Russian economy and accompanying this restructuring a series of more or less large-scale crises. Thus, a primary factor determining the innovation policy of the enterprises, is just this unstable socio economic background, because of which the majority of innovation considered within the framework of the research project is forced and has an “emergency” character.

It is necessary to take into account the following moment: quite often (though not always) innovations are initiated by new people in the management of the enterprise. It can be the new external proprietors or a new management team which has come to plant management after a crisis. The beginning of work of the initiators of innovations, as a rule, becomes the statement of the plan for the development of the enterprise or to get it out of a crisis, and successful innovations are carried out according to this plan, in a context and with the support of other administrative measures.

For the stably working enterprises (Kampomos, Kemerovo bakery, “Mel’kom etc.) the presence of the plan of introduction of innovation is not a direct consequence of a crisis situation, but part of a general management strategy. But all the same, at such enterprises of an innovation are carried out entrepreneurially by focused management, which simply has begun management a little bit earlier, than there was a crisis.

For the majority of the enterprises innovation processes are a part of an anticrisis policy directed at the survival of the enterprise.

The materials of research allow also to make the following observation: irrespective of, whether innovations are initiated by “old” or “new” management, practically always the central figure in this process is the first person of the enterprise (in extreme cases - the chief engineer or chief technologist). It is possible to cite an example, illustrating process of acceptance of the decision about new production from an interview with the director of a factory: “For the first two years after my election to the post of the director I worked as though on inertia - it was necessary to complete what my predecessor had not had time to do, for example, to complete the shop for the production of TNP. But I felt, that it is necessary to master new production, searched, what exactly, but on I cam on the coal face conveyor partly by chance. I was in the ministry, at a meeting, at which the question about coal face conveyors was discussed, and … I left it with the status of their main producer ” (“Anzheromash”, Kemerovo). In some other cases the external proprietors of the enterprises, whether physical persons or superior organizations (for example, the association Kuznetskugol), acted as the initiators. But at any variant of development of events the initiative went, as a rule, “from above”, rather than from middle management let alone from ordinary engineers.
This is a result not only of the strict “vertical character” of the administrative structure of the majority of Russian enterprises, but also that objective circumstance, that a primary factor in making possible the realization of innovation, is its financial support. To get earmarked investments at the present time, the connections very much of high level are necessary which has actually only chief of the enterprise. Connections with local power structures, some kind of “political capital”, thus have a special role (that is especially appreciable in the example of Kuzbass).

