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HETERARCHICAL MANAGEMENT SYSTEM
FOR INNOVATIVE DEVELOPMENT OF SMALL
AND MEDIUM-SIZED ENTERPRISES

In times of unprecedented upheavals for Ukraine — devastating destruction of infrastructure,
impossibility of strategizing due to uncertainty, falling demand, a colossal shortage of working capital,
loss of highly specialized specialists, and significant destruction of logistics chains — the problems of
management and regulation of small and medium-sized businesses acquire a constitutive nature. The
split in public administration in the field of innovation activity against the backdrop of war, distrust of
state institutions, corruption, and the economic weakness of the country further makes it impossible to
ensure its main functions — planning, organization, analysis, and control. As a result, a large number of
strategies for the development of high-quality content at all levels of management remain unrealized,
leaving documents with unsatisfactory results of statistical observation of socio-economic phenomena
and processes and an unimpressive comparative characterization of the main economic indicators in
relation to successful countries. The ability for innovative development consists in the search for new
management methods, progressive technical and scientific ideas of the latest technologies, and the
continuous development of personnel competencies even in conditions of martial law, since a number
of unique features of innovations make their management different from the management of other
spheres of human activity. Among the main such features are: constant change in the content and types
of innovative work and performers, the short-term nature of work on the creation and implementation
of innovations, the complexity of establishing criteria and indicators for evaluating innovations, etc.
The methodological basis of the study includes the methods of specific and abstract comparative
characteristics, monitoring of the mass media, benchmarking, methods of modern technology Data
Mining, and the method of conjunctural reviews and forecasts. The article presents the methodological
basis for the formation of an organizational and motivational mechanism for the innovative development
of enterprises, which is the basis of the heterarchical system of management of the innovative
development of small and medium-sized businesses. The results of this study will be useful to everyone
who studies the problematic issues of regulating and managing innovative development and adapting
innovation strategies for small and medium-sized businesses in unpredictable circumstances.
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Y uyac HecBITHMX /I YKpaiHM NOTPSCIHb — HHIIIBHOTO pYyHHYBaHHS 1H(QpacTpyKTypH,
HEMO>KJIMBOCTI CTpaTeryBaHHs yepe3 HeBU3HAYCHICTb, T iHHS ITOIUTY, KOJIOCAILHUN Opak 000pOTHUX
KOIITIB, BTPaTH BY3bKOCIICIiaNi30BaHUX (axiBIiB, iICTOTHOrO pyWHYBAHHS JIOTICTHYHHUX JIAHIIIOTIB
— mpoONeMH YHpaBiHHS 1 PeryJjroBaHHS MaJoro Ta CEpeJHBOrO MiINPHEMHHULTBA HAOYBArOTh
KOHCTUTYTHUBHOTO XapakTepy. Po3komuHa JepKaBHOTO YIIPaBIiHHS Y cdepi IHHOBAIIHOI AisITEHOCTI
Ha T BiHW, HEJOBIpU OO JEP’KaBHUX IHCTHUTYIIH, KOPYIIii Ta €KOHOMIYHOI CITaOKOCTI KpaiHw,
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HaJlaJll YHEMOJXKIIMBIIIOE SIKICHE 3a0e3MeUeHHs] OCHOBHHMX HOro (YHKIIH — MiIaHyBaHHs, OpraHisaiii,
aHaJi3y 1 KOHTPOJIO. SIK HACIIOK, BEMKA KiTBbKICTh CTpaTerid pO3BUTKY BHCOKOSIKICHOTO 3MICTY
Ha BCIX PIBHSAX YNPaBJIIHHS 3aJUIIAIOTHCS HEPEaTi30BaHUMH, JOKYMEHTaMH 3 HE33/I0BUILHUMHU
pe3ynbTaTaMy CTATHCTUYHOTO CIHOCTEPEKECHHS COLIaJbHO-SKOHOMIUHMX SIBHII 1 IpOLECIB Ta
HETIOKA3HOI0 TIOPIBHSUIBHOIO XapaKTEPUCTHKOIO OCHOBHHUX EKOHOMIYHHX ITOKa3HHKIB CTOCOBHO
yCHIIIHUX KpaiH. 3JaTHICTh 0 iIHHOBAIIHHOTO PO3BUTKY IOJATAE Yy TOIIYKY HOBUX YIPaBIiHCHKUX
METO/JIiB, TPOTPECUBHUX TEXHIYHUX 1 HAYKOBHUX 11l HOBITHIX TEXHOJIOTIH, O€3MEPEePBHOIO PO3BUTKY
KOMITCTEHIIIH TepCOoHaly HaBiTh B YMOBaX BOEHHOTO CTaHy, OCKUIBKM HIJIMH psiJl YHIKaJbHUX
ocoOymBOCTEl 1HHOBALIMl POONUTH yNpaBliHHS HUMH BIIMIHHUM BiJl KEPIBHUITBA 1HIMMHU cepamu
JMOACHKOI nisutbHOCTI. Cepel OCHOBHHX TaKUX OCOOJIMBOCTEH: MOCTiHfHA 3MiHA 3MICTy 1 BHIIB
IHHOBAIIfHUX POOIT i BUKOHABIIIB, KOPOTKOYACHHUN XapakTep poOiT 31 CTBOPEHHS H yIpOBaHKEHHS
IHHOBAIIIH, CKITaHICTh YCTAHOBJICHHS KPUTEPiiB Ta MOKA3HHUKIB OIIHKY IHHOBAIIH 1 T.iH. MeTOINYHOIO
OCHOBOIO JIOCIIJDKEHHsSI € METOJM KOHKPETHHX Ta aOCTPaKTHUX IOPIBHIIBHUX XapaKTepHCTHK,
MOHITOPHHT 3ac00iB MacoBoi iH(popMalii, OeHUMapKUHT, METOJM cydacHoi TexHouorii Data mining,
METOJl KOH’IOHKTYPHHX OIJISAIB 1 MPOTHO3iB. Y CTaTTi MNPEACTAaBICHO METOMOJOTIYHHMN Oasuc
(hopMyBaHHS OpraHi3aliifHO-MOTHBAIIIHOTO MEXaHi3My iHHOBALIHHOTO PO3BUTKY ITiAIIPUEMCTB, STKUH
€ TATPYHTSM TeTepapXigHOi CHCTEMH YTPaBIiHHS IHHOBAIIfHIM PO3BUTKOM MaJlOTO i CEPEIHBOTO
MiANMPHEMHUNTBA. Pe3ynbTaTH HaHOTO AOCHIIKEHHS OyZyTh KOPHCHI BCIM, XTO BHBYA€ MPOOIIEMHI
MUTAHHS PEryJIFOBAHHS Ta YIIPABJIiHHS IHHOBALIHHUM PO3BUTKOM 1 ajianTailii IHHOBaIiifHUX cTpaTeriii

AJI4 MaJioro ta C€p€aAHbOro HiI[HpI/IeMHI/IHTBa B YMOBax Henepea6aquaHMx 00CcTaBuUH.

Knrouosi cnosa: innoeauiiinuii po3eumox, ynpasiinHusa, majie ma cepeone niOnPUEMHULINEO,

cucmema, MoOeib, MEXAHI3M
JEL classification: M21, 014, 031

Introduction

Deep destructive megatrends in the
economic and social life of Ukraine have
had a significant impact on the curtailment
of innovative activity of enterprises. The
problematic issues of internal management,
strategizing, and innovativeness of economic
processes have given way to issues of
relocation and scaling abroad, reconstruction,
and survival.

The author’s theoretical material and
methodological approaches are based on the
theory of management, strategic, production,
and innovation management, as well as on
a critical generalization of the results of
research on the innovative development
of entrepreneurship in the managerial
aspect, reflected in the works of many
scientists, including D. Aaker, R. Ackoff,
S. Bondarenko, V. Heiets, P. Hrynko,
P. Drucker, K. Drury, I. Yepifanova, R.
Kalman, L. Fedulova, N. Chukhrai, and
others. A number of authors have expanded
the methodology and tools for managing the
innovative development of enterprises — B.
Twiss, R. Summers, R. Muller, D. Horovyi,
T. Hrynko, V. Zakharchenko, S. Illiashenko,
and L. Maliuta. However, despite the

significant number of studies devoted to
the problem of managing the innovative
development of enterprises, in modern
conditions they still require updating.

The purpose of the study is to
present a system of intersecting, diverse,
and coexisting structures for managing
the innovative development of enterprises,
which, in conditions of multivariate tasks
and total uncertainty, are able to provide
a synergistic effect in the form of a high
innovative effect.

Discussions and conclusions

I. Management of innovative
development of enterprises: concept and
mechanisms

Interdependent  innovation  process
management systems — exogenous (a
component of the national economy
management system, which indirectly
stimulates the development of innovation
processes) and endogenous (which directly
manages innovation processes at enterprises)
—determine the success of modern enterprises
even in the absence of stability and
sustainability. At the same time, innovation
management is a business process that can be
formalized and integrated into the enterprise
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management model, introducing innovative
practices to develop creativity, flexibility,
and openness to external influence [1].

A feature of the functioning of modern
entrepreneurship is the isolation of new
subjects and objects of entrepreneurial
activity — respectively, leaders of innovation
platforms and, in fact, the platforms
themselves. An example of an innovation
platform is the iPhone (Apple plays the role
of a leader and offers its partners a platform
for value creation (iPod/iPad/iPhone) and a
platform (iTunes) for value appropriation)
[2]. Innovation platforms in the modern
innovation ecosystem are a model of highly
effective entrepreneurship with a high
level of marketing, knowledge, skills, and
innovation.

The principles of the functioning of
the system of management of innovative
development of business entities, according

to S. Illiashenko, include the principle
of adaptability (balance of external
opportunities and internal strengths),

dynamism, self-organization (self-support of
resource exchange), self-regulation, and self-
development (ensuring the conditions for the
survival and development of the enterprise
based on innovations) [3]. The object of
innovation management is the innovation
process; therefore, it is extremely important
to determine the principles of innovation
process management, to which the scientist
G. Chesbrough [4] refers: the principle of
interaction (cooperation with employees
outside the enterprise, which can reduce
the share of losses of unused ideas), the
principle of attracting external innovations at
the same level as using internal innovations,
the principle of cooperation, the principle
of modeling a perfect business model, the
principle of optimizing external and internal
ideas, and the principle of profitability
from existing intellectual property [4].
Scientists V. Zakharchenko, S. Filyppova,
and O. Balakhonova distinguish general
and specific principles of innovation
process management. The latter include
the principles of flexibility, taking into
account the time factor, complexity, taking
into account the uncertainty of innovative
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work, and taking into account the creative
nature of innovative work. Scientists S.
Kniaz, V. Matsuk, and M. Kurt Mainka
developed a set of principles for managing
the innovative development of enterprises
using a system-functional approach [5],
distinguishing principles that are oriented
toward the management process (principles
of systematicity, dynamism, rationality,
functionality, and scientific validity);
principles that are oriented toward the object
of management (principles of creativity,
parametricity, flexibility, and permanence of
monitoring); and principles that are oriented
toward adaptation to external conditions
(adaptability and informativeness). The
scientist I. Pavlenko includes the principles of
efficiency, flexibility, timeliness, continuity,
consistency, the most complete consideration
of the interests of the subjects of innovative
entrepreneurship, and irreversibility among
the principles of innovative entrepreneurship
[6].

On the other hand, compliance with all
these principles turns out to be a difficult task
for any enterprise since, firstly, the defined
principles correspond to an already well-
established mechanism of market relations,
and secondly, they are somewhat idealized
theoretically.

These principles are used in innovative
solutions. Collective intelligence nowadays
produces clear algorithms for finding
innovative solutions, driven by necessity,
time requirements, and constantly recurring
crises. According to Everett M. Rogers’s
theory of the diffusion of innovations, three
types of innovative decisions are identified:

— optional innovative decision — such a
decision is made by an individual who differs
from other individuals in the social system;

— collective innovative decision — a
decision made collectively by the entire
group of the social system;

— authority innovation decision — unlike
the previous ones, it is made not by the social
system but by a group of individuals who
have influence or power [7].

So, currently, mainly authoritative
innovative solutions are being broadcast; in
some cases, there is pressure on voluntary
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innovative solutions, motivated by the
requirements of the present and the inevitable
stage of digitalization. We believe that
innovative solutions should have a natural
character, an analytical component, a high
level of information support, justification,
voluntariness, and partnership. Bureaucracy
violates the so-called “triangle of interests™:
“government—business—society” and
inevitably leads to problems in innovative
activity.

Thus, the principles of innovative
development management should include the
principleofanalytical supportformanagement
decisions, the principle of justification
(expediency), the principle of openness,
the principle of accessibility, the principle
of generativity, the principle of rationality
(adaptability), the principle of complexity (a
comprehensive approach based on indicators
of various intersecting economic spheres),
the principle of voluntariness, the principle
of purposefulness, the principle of continuity
of the innovation process, the principle
of innovation efficiency, the principle of
partnership among all participants in the
innovation process, and the principle of
equality of innovation opportunities.

The methods of managing the innovation
process and innovative development are
identical and include: administrative,
financial and economic, organizational and
planning, and socio-psychological [1, p.
22]. In today’s time-constrained and hyper-
information environment, it is important
to use convenient methods and models of
innovation process management, quickly
visualizing business models of enterprises.
An effective tool that identifies weaknesses
and strengths, prospects and opportunities,
and presents plans and/or “road maps” is the
business model canvas. Widely used among
small and medium-sized enterprises are
Lean Canvas (Steve Blank) and the business
model of A. Osterwalder and Y. Pigneur.
An important position of the first template
for building a business model, in contrast
to the second, is the advantage of resources
over KPIs, partners over problems and
alternatives, and customer relationships over
competitive advantage. The main segments

of the Lean Canvas model can be represented
by the following stages:

— analysis of the client segment (target
audience of the product), where the strategy is
chosen — B2B, B2C, or any other; consumers
(users or clients) are divided into innovators
and early adopters;

— identification of the problem and
existing alternatives;

— analysis of income sources (choosing
a monetization model, calculating the cost
and value of a product or service). Nowadays,
new trends in economic management
should be taken into account, in particular,
focusing management efforts on value-based
management;

— development of a solution map taking
into account key opportunities;

— identifying a unique value proposition
that distinguishes the company from its
competitors;

— establishing offline/online
communication channels with customers;

— selection of key metrics by which the
success of the enterprise is measured;

— assessment of fixed, variable, and
opportunity costs;

— identifying “unfair” advantages
such as professional specialists, insider
information, the presence of patents, etc.

Both models are widely used in the
world and are definitely recommended
for use in Ukrainian small and medium-
sized businesses, the key challenges for
which today are: lack of working capital,
destruction of logistics chains, outflow of
productive human resources, increase in costs
(utility payments, raw materials), inability
to forecast or strategize due to uncertainty,
and a drop in demand (loss of sales markets)
[8]. All of the above indicators are defined as
unsatisfactory; their values vary greatly from
the normative level, reaching critical levels.
Thus, in the first year of the war, the lack of
working capital in SMEs amounted to 44%,
which represents a near-total loss of business
liquidity. However, in the second year of the
war, the situation improved somewhat, and
this indicator averaged 29%. Business support
programs during the war (the State Business
Relocation Program, affordable factoring,
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affordable loans, affordable financial leasing,
and some promotion of transparency in
public procurement) have paid off. With
international support, the business sector
survived. But perhaps the biggest shock for it
was the drop in demand/loss of sales markets
(in the first and second years of the war,
77% and 57%, respectively). The full-scale
invasion resulted in significant disruption of
logistics chains (52% in the first and 33% in
the second year of the war). The improvement
of the indicator is due to the preservation of
export supplies as much as possible and their
support, the change of logistics channels for
export and import, and the slow restoration
of production capacities. Unfortunately,
it is almost impossible to replace sea
supply routes, as well as to use air routes
at the moment. In 2025, the cost of railway
transportation increased significantly, which
again affected the restructuring of logistics.

The most painful issue was and remains
the loss or inability to find highly specialized
specialists in the labour market. It should be
noted that in the first year of the war this figure
was 27%, but in the second year it increased
significantly — to 44%, which indicates the
ineffectiveness of government programs.
Among adult refugees, the share of Ukrainian
women is about 70%. The outflow of human
capital (by 2023, 25% of scientific human capital
had left the country) affected the deterioration of
Ukraine’s position in the Talent Competitiveness
Index (64" out of 133 countries).

The growth of fixed costs amounted
to 70% and 53%, respectively, in the first
and second years of the war. In addition,
experts noted the impossibility of forecasting
(strategizing) due to uncertainty (68% and
55%), since it is extremely undesirable
and difficult to restore business in chaotic
conditions.

In 2022, 57% of SMEs were fully
operational, and in 2023, 85%. It is estimated
that 6% of SMEs temporarily ceased
operations in the first year of the war, and 1%
in the second. It is important to maintain this
positive momentum, especially in difficult
conditions of change: an increase in the
military levy from 1.5% to 5% and a number
of other taxes and fees [8].
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The 2024-2027 strategies (restoration
and facilitation of entrepreneurship,
innovative, digital and green transformation,
human capital and entrepreneurial culture,
competitiveness, and increased exports),
according to experts, have the potential
to provide high indicators. In particular,
in 2027, the “Freedom to Do Business”
indicator in the Index of Economic Freedom
should increase to 75 (currently it is 61),
and the science intensity of gross domestic
product will increase to 0.7% (0.3% in 2022
and 0.5% in 2019 in Ukraine, compared to
1.8% in the USA). The unemployment rate,
according to experts, should decrease from
18% to 11%. It is extremely important that
this indicator does not lose accuracy and
remains reliable. Finally, the number of
exporters among SMEs should increase from
27,300 in 2021 to 35,000 or more in 2027.

We note a very optimistic scenario for
the recovery, sustainable development, and
digital transformation of SMEs. Ultimately,
Ukraine has an optimistic scenario for digital
innovation development, as stated in the
Digital Innovation Development Strategy
until 2030 approved by the government, which
aims to open markets for new technologies
and innovative products, build and support
a modern innovation infrastructure, simplify
regulations in the field of innovation,
ensure access to financing for startups and
businesses, develop human capital, train
and retrain specialists, protect intellectual
property rights, support knowledge-intensive
and inclusive innovations, effectively manage
state institutions in the field of innovation,
create centers of excellence (WinWin CoE)
for each of the key industries, strengthen
international cooperation for access to new
markets and technology transfer, and so
on. For example, the success of the single
portal of public services “Diia” is sought to
be adopted by Slovakia, Bulgaria, Moldova,
and other countries. Thanks to the powerful
potential of the IT industry and innovative
projects similar to those implemented in
Diia, Ukraine has a chance to become a
leading state in the field of technology
and innovation, as stated in the strategy.
However, there are significant obstacles
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to this goal — a low share of gross capital
accumulation relative to GDP; a drop in the
ranking according to the Global Innovation
Index from 49th place in 2021 to 60th in 2024
(among 133 countries); a reduction in exports
of high-tech products, which even before the
full-scale war accounted for only 5% of all
exports of industrial goods; migration of 5.6—
6.7 million Ukrainians as of 2023, according
to estimates by the Center for Economic
Strategy (1.3-3.3 million people may not
return, as a result of which additional GDP
losses each year may amount to 2.7-6.9%);
and damage or complete destruction of about
40% of the entire R&D infrastructure in the
country [10].

Naturally, to achieve these goals,
business  leaders  should  strengthen
management  functions —  planning,
organization, motivation, and control.
According to P. Drucker, “entrepreneurship
in society primarily requires the application of
basic concepts, basic skills, and management
to solving new problems and exploiting new
opportunities” [7, p. 37]. Progressive owners
and managers of enterprises, building a vision
and strategy for business development, prefer
the innovative path of development over
intensive and extensive ones. According to
their development concept, the goal of doing
business is to increase the income and value
of the enterprise. Such managers choose a
situational approach to management, which
has proven itself well all over the world, as
opposed to an administrative or systemic
one, and create conditions for supporting
the innovative spirit within the enterprise.
At their enterprises, the share of employees
performing mental labor exceeds the share
of employees performing manual labor, or
appropriate organizational work is constantly
being carried out to increase the share of
mental labor. A feature of following the
innovative path of development is the push
for constant changes and a rather sharp
differentiation of consumer demands, which
undoubtedly encourages a constant search
for new ideas. In addition, the innovative
path of development involves a mixed type
of buyer’s and seller’s market. Although
innovative goods and services are created

in order to “alleviate pain” and solve urgent
problems for the consumer, they are still
“imposed” by the manufacturer and the
seller. The innovative path of development
is dominated by a small-scale and unitary
type of production, non-price competition,
coverage of selective segments and niches of
the market, and an excess of sales costs over
production costs.

The principles of business planning are
based on the classical principles of continuity,
complexity, optimality, and scientificity.

Involving enterprises in the system
of strategic management of innovative
development creates a number of competitive
advantages: market expansion (in the case of
marketing and sales innovations), cost reduction
(in the case of anti-crisis innovations), access to
foreign markets (in the case of organizational
and managerial innovations), and income
growth (in the case of product innovations).
Marketing ~ (marketing-mix-related  type
innovations) and sales innovations include
distribution policy, brand rebranding, image
building, etc. Organizational and managerial
innovations include the implementation of a
quality management system, and anti-crisis
innovations include the creation of separate
centers of competence for innovation and digital
technologies, corporate innovation centers,
or a retail innovation center (or, for starters,
marketing, logistics, and R&D departments).

Some large high-tech enterprises have
a so-called “technological sandbox” — a
platform for testing hypotheses, conducting
pilots with startups, and implementing
innovative solutions; a strategic analytics
service that prepares analytical materials
on innovative solutions for business and IT
departments; and analytical (innovation)
centers (sometimes several) that are engaged
in the innovative development of enterprises,
etc. [11]. The main goal of creating an
innovation center (or its modifications) is to
bring innovations to a single standard and
distribute them among all departments of the
enterprise. Modern managers should focus
on open innovation. The practice of open
innovation (creating a corporate business
incubator within a corporate office) deserves
special attention, as it can be applied in various
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conditions. As an example, an enterprise can
collect ideas on the Internet, offering a reward
for them, or become a participant in a hackathon,
receiving solutions to core tasks, etc.

At the planning stage, the main point
of adaptive innovation management is to
draw up a strategy implementation plan
that determines its priority relative to other
management functions.

Regarding the function of organization,
the main modern trends in the organizational
development of enterprises are: the desire for
simplicity of the organizational structure, the
reduction of hierarchical levels and the number
of middle managers, the decentralization
of management decision-making, the
predominance of adaptive structures, and the
formation of working and project groups.

Today’s realities are such that, as before,
most companies push innovation to meet the
requirements of laws and regulators or to
increase operational efficiency or PR. The
main problems that managers face are the
lack of a culture of innovation, insufficient
support from top management and employees
within the company, the lack of a common
goal, insufficient resources for conducting
innovation activities, loss of control over
the organization of processes, a critical
attitude from partners, the lack of a common
understanding of what exactly constitutes
innovation, the lack of cooperation and
information exchange between development
teams and other divisions of the company,
the lack of creative knowledge, competitive
intelligence and comparative analysis of
technologies, and the lack of a motivation
and reward system. Scientist S. Bondarenko
compared traditional and innovative
approaches to  motivating enterprise
personnel. Thus, the traditional approach
does not assume a direct connection between
the motivation of the enterprise’s personnel
and the implementation of its goals.
Employees are not involved in the formation
and management of the enterprise’s corporate
structure. The main motivator for employees
is wages, the growth and size of which do
not depend on performance and efficiency.
The results of the enterprise are considered
to be the sum of the results of the work of
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each employee. Only a “vertical” career path
is possible for all employees. Full or partial
management and the adoption of management
decisions by the head of the enterprise or the
heads of departments are assumed.

According to the innovative congruity
approach, the formation of a system of
targeted motivation, an open remuneration
system, and the linking of the social
package to individual performance and
efficiency indicators are envisaged. The
role of teamwork is growing, during which
employees are involved in negotiations,
development, research, and the process of
making managerial decisions. In addition
to the “vertical career” from the bottom up,
there is also a “horizontal” (“matrix”) career
path. Lifelong learning and the formation
of ideas and views creating shared values
(CSV) are envisaged [12].

Domestic small and medium-sized
enterprises have only recently begun to
develop corporate social responsibility:
making useful products and services,
donating funds to vulnerable segments of
the population, and engaging in charity
work within their budgets, and have
immediately found themselves immersed
in creating shared value (CSV) — creating
jobs, innovative, economic, and social
mechanisms, and integrating social value
into the business model [13].

According to the results of a study on the
implementation of innovations in enterprises,
conducted by the consulting company
KPMG, it was found that most enterprises
do not have separate systems of financial
and non-financial motivation for innovative
activity: rewards are determined by formal
criteria and are not compared with the effect
of the implementation of innovations, while
non-financial motivation is used episodically.
Management leadership and employee
involvement, as one of the main principles of
quality management according to ISO 9001,
as well as building a motivation and incentive
system, should become the basis of the
corporate strategy of any modern enterprise.
In the era of digitalization, it should be
remembered that not only information and
innovation are the most valuable resources
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today, but also employees, who are cross-
functional resources under the conditions of
a properly built management system. Thus,
the theorist and practitioner of industrial and
operations engineering J. K. Liker assured
that “the success of a company is determined
by the balance between two components: a
culture that assumes and values continuous
improvement of employees, and a technical
system based on the principle of flow that
effectively creates added value” [14].

Regarding the control function,
according to the analytical study conducted
by the consulting company KPMG, today the
traditional system of management and control
of innovative development at enterprises
is unable to meet market conditions and
encourage businesses to constantly generate
ideas. Most enterprises are forced to protect
their current market position through
innovations or to drive innovations to meet
the requirements of laws and regulators.
In our opinion, innovation activity at a
particular enterprise should be controlled by
an innovation manager, who must be a high-
class analyst capable of planning, organizing,
inspiring, and controlling the creation of ideas
and their conversion into successful projects
in order to increase the economic efficiency
of current enterprise processes, improve
customer experience, and ensure scalability.

It would be advisable to conduct a survey
and testing at the enterprise and further process
the answers to the following questions:

— what are the goal, mission, vision, and
corporate strategy of the enterprise?

— how many ideas are there in the
company now?

— is there the presence of “internal
startups” with risky ideas?

— is there an alternative profit model?

— is there a digital strategy in the
company?

— what are the goals and requirements
for the enterprise’s IT architecture?

— what is the level of digital literacy of
the company’s employees?

—what is the benefit for each stakeholder
of the enterprise from the activity?

The “final” function of control
and analysis reveals the -effectiveness

of innovative projects and innovative
management solutions.

Thus, innovative development
management is a continuous, complex
process of qualitative changes in an enterprise
based on innovation and the implementation
of management functions.

State support for the development
of small and medium-sized businesses is
provided through the provision of educational,
training, and consulting services, including
the introduction of training in the basics of
entrepreneurship, retraining and advanced
training in the field of entrepreneurship,
conducting educational seminars, trainings,
forums, round tables, and conferences,
financing business projects, etc.

II. Aggregation of the results of
management of innovative development of
enterprises in the form of an organizational
and motivational mechanism and a
heterarchical management system

Fig. 1 presents the organizational and
motivational mechanism of innovative
development of enterprises as a system of
purposeful organizational and motivational
interactions between innovative enterprises
(innovation  centers, technology parks,
technopolises, innovative business incubators,
innovatively active enterprises, enterprises
engaged in innovative activities, and
enterprises carrying out innovative activities)
and other subjects of innovation policy
capable of ensuring long-term economic
growth during the implementation of
innovative processes tailored to the needs of
society, by implementing functions using a
set of tools, methods, levers, principles, levels
(environment), and strategies in order to
achieve sustainable innovative development.

Since entrepreneurship is innovative
in its essence, let us consider its core —
small and medium-sized enterprises -
as objects of innovative development
management. Fig. 2 shows the system of
management of innovative development of
small and medium-sized enterprises, which
demonstrates the multivariate nature of
tasks, resources, and management decisions
that form the potential of innovations and
produce an innovative effect.
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According to Fig. 2, the innovation
organon is a strategic tool woven from a set of
rules and methods for developing innovation
policy. The development of innovative
infrastructure will allow development on its
basis and, first of all, the creation of state
scientific centers and state and university
business incubators on the territory of
Ukraine. Otherwise, the transfer of research
centers to the territory of Ukraine under
certain favorable conditions, or vice versa,
from Ukraine abroad, should be ensured.
In the latter case, the problem of patenting
is partially solved, since subsidiaries
patent innovative and technical solutions
at the location of the parent company. A
management body formed from leading
specialists and scientists, business and
government structures, and other stakeholders
should be responsible for developing the
innovation organon. It should form effective
specialized working groups and further
monitor the implementation of the tasks of
the innovation strategy, presenting the results
of each step in a publicly accessible format
through consultations and thematic seminars.

The main element in the structure of
innovation policy is the establishment of
institutional relationships and an innovative

management model — e-government:
electronic interaction, e-commerce and
e-services, electronic identification,

interoperability, and open data [15].

So, today all management functions are
permeated with globalization, innovation,
and digitalization. Therefore, progressive
owners and managers of enterprises should
choose an innovative path of development;
include an innovation center (R&D unit,
innovation development center, corporate
innovation center, strategic analytics
service center, or technology expertise and
development center) in the organizational
structure of enterprises; create a system
of financial and non-financial motivation

for innovation activities; and establish
partnerships with scientific organizations,
technology = companies, and  higher
educational institutions.

Conclusions

It is extremely important in the current
conditions to substantiate the system of
management of innovative development of
small and medium-sized businesses, taking
into account the limited material resources
at the theoretical and conceptual level.
Innovative development management is
defined as a continuous, complex process of
qualitative changes in an enterprise based
on innovations and the implementation
of management functions. The presented
system of innovative  development
management of small and medium-sized
enterprises demonstrates the multivariate
nature of tasks, resources, and management
decisions that form the potential of
innovations and produce an innovative
effect.

Economic growth and the restoration
of innovative activity in Ukraine are
possible due to a gradual increase in the
initial level of digitalization and high rates
of development in this sphere, advanced
technologies, international cooperation, and
the adaptability and institutional support
of innovations under the new conditions of
a long post-war economic recovery. The
developed organizational and motivational
mechanism for the innovative development
of enterprises, as a system of targeted
organizational and motivational interactions
between innovative enterprises and other
subjects of innovation policy, is capable of
ensuring long-term economic growth during
the implementation of innovative processes
tailored to the new needs of society through
the implementation of functions using a
comprehensive set of tools, methods, levers,
and strategies in order to achieve sustainable
innovative development.
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Introduction. Deep destructive megatrends in the economic and social life of Ukraine have had a
significant impact on the curtailment of the innovative activity of enterprises. The problematic issues of
internal management, strategizing, and innovativeness of economic processes have given way to issues
of relocation and scaling abroad, reconstruction, and survival. Despite the significant number of studies
devoted to the problem of managing the innovative development of enterprises, in modern conditions
they need to be updated.

Problem Statement. Today, there is an urgent need to present a methodological basis for
the formation of an organizational and motivational mechanism for the innovative development of
enterprises, which is the basis of a heterarchical system for managing the innovative development of
small and medium-sized businesses.
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Purpose. The purpose of this research is to represent a system of intersecting, diverse, and
coexisting structures for managing the innovative development of enterprises, which, in conditions of
multivariate tasks in times of total uncertainty, are able to provide a synergistic effect in the form of a
high innovative effect.

Materials and Methods. The author’s theoretical material and methodological approaches
are based on the theory of management, strategic, production, and innovation management. The
methodological basis of the study includes methods of concrete and abstract comparative characteristics,
media monitoring, benchmarking, methods of modern Data Mining technology, and the method of
market reviews and forecasts.

Results. The system of management of innovative development of small and medium-sized
enterprises is substantiated taking into account the limited material resources at the theoretical and
conceptual level. Management of innovative development is defined as a continuous, complex process
of qualitative changes in the enterprise based on innovations and the implementation of management
functions. The presented system of management of innovative development of small and medium-sized
enterprises demonstrates the multivariate nature of tasks, resources, and management decisions that form
the potential of innovations and produce an innovative effect. The results of this study will be useful to
everyone who studies the problematic issues of regulating and managing innovative development and
adapting innovation strategies for small and medium-sized businesses in unpredictable circumstances.

Conclusions. The developed organizational and motivational mechanism for the innovative
development of enterprises as a system of targeted organizational and motivational interactions
between innovative enterprises and other subjects of innovation policy is capable of ensuring long-
term economic growth during the implementation of innovative processes tailored to the new needs
of society through the implementation of functions using a complex of tools, methods, levers, and
strategies in order to achieve sustainable innovative development.
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