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The paper investigated the possibilities of using the traditional organizational structures of economic
entities for solving the functional issues of investment and innovation. It was revealed that the great-
est challenges of innovation and investment processes in small enterprises, corresponds matrix
structure that allows use of the potential owners, managers and employees of small enterprises,
which can act in one person, within not one but several innovative and investment projects. It is
proved that the formation of matrix organizational structures in small enterprises should be carried
out in the direction of selection and subordination linear functional elements and design of organiza-
tional structures, establishment of a mechanism of dual subordination on the basis of bilateral ties
and orientation to minimize risks and ensure the best innovative features of the investees. To modify
the basic linear structures investment management innovation in the subjects of small business
prompted the creation of micro focus groups among owner-managers of small companies and key
line departments.
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INTRODUCTION revolution, noted that historically machinery stag-
nates or moves from one “revolution” to another

Nowadays special role in the modern economy,  gne from one innovation to the next one and the

innovative economy belongs to small business-
es. Small businesses with a highly qualified staff,
market and technological flexibility, the ability to
take risks, often achieved much greater success
in the design and development of radically new
products and technologies than large businesses.
International experience showsthat technological
solutions that can make a revolution in an industry
born usually exactlyin sphere of small innovative
businesses.In this regard, well-known researcher
of the material culture of the market and entrepre-
neurship F. Braudel, studying English industrial
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technique does not exist by itself, but society dic-
tates its will in the implementation of technologi-
cal progress, which detain thousands of reasons,
including the possibility of labor remain without
application or unwillingness of entrepreneurs to in-
novate for reasons of cost [01]. As a result we can
conclude that in the present economic conditions
the functioning of the world economy such restric-
tions are retained for large and medium enterpris-
es, but on the contrary, they overcome by small
businesses, because small businesses, in most
cases, the functions as the owner, the manager
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and the employee are the same, from one hand,
there is no need to reduce the number of employ-
ees of small businesses, on the other hand, cre-
ates an additional motivation for the introduction
of innovative technical means and appropriate
investment.Based on the previously formed the
methodological aspects of investment and inno-
vation processes in small business [02, 03] and a
basic views of organizational relations in manage-
ment [04, 05 and etc.], research issues of organi-
zational planning in the subjects of small business
in the context of investment and innovation of its
activities.

THE METHODOLOGY

There is a generally accepted approach in mod-
ern economic literature according to which the
organization - a group of people whose activi-
ties are consciously coordinated to achieve a
common goal or goals [05]. Such characteristic
of the organization is in the foreign sources and
domestic experts approved it. Russian research-
ers emphasize that the organization is not just
a group of people, but the device, a way of as-
sociation, relations, interaction of participants,
respectively, in terms of structural approach,
the organization allocated industrial structure,
technological structure, ownership structure and
organizational management structure, and the
latest one is the main instrument of detail regu-
lation and fixing the composition and content of
the various resources of the organization [06].
As a rule in the description of the organization
noted that it contains a horizontal division of la-
bor, in the form of separation of all work on mak-
ing components, including through the education
departments and vertical division of labor when
work on coordination is separated from the ac-
tions themselves. In terms of the investment pro-
cess, the organization’s objectives in general and
its individual divisions may varydue to the nature
of the internal environment of the organization.
At the same time in the organizations belonging
to small business this difference is minimal.

POSSIBILITY OF USING THE TRADITIONAL
ORGANIZATIONAL STRUCTURES FOR
MANAGEMENT & INVESTMENT
INNOVATION PROCESS

We investigate the types of organizational struc-
tures whichin the best way adapted to the invest-
ment and innovation. Usually they are based on
linear relationships involving the transfer of au-
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thority directly from the head to the slave, and
staff relations, including the powers of recom-
mendation, approval, parallel and functional
powers are realized through the apparatus. In
economic practice line and staff authority are in-
teract. Typically, organizational design for com-
panies of any size organization involves dividing
the horizontal blocks, setting the ratio of the vari-
ous positions and powers to be identified as a
set of specific tasks and functions [07].

There are a lot sufficient details and precisely de-
scribes the various forms of organizational struc-
tures in the modern economic literature. So, it de-
cided to allocate, on the one side, the hierarchical
organizational structures (formal, mechanistic,
bureaucratic, classic, traditional), characterized
by a rigid hierarchy of power in the company for-
malized rules and procedures, centralized deci-
sion-making, formal relations staff, on the other
side, adaptive organization structure (organic,
flexible), which are peculiar to blur management
hierarchy, a small number of layers of manage-
ment, flexibility, moderate use of formal rules and
procedures, decentralization of decision-making,
informal relations staff. Thus a hierarchical orga-
nizational structures are usually related to a linear
function, linear-staff, a linearly-functional and divi-
sional organizational structure, to adaptive - proj-
ect, and matrix problem-group structure [08].

Thelinear management structure is the most
common in the Russian and international prac-
tice wherein the vertical hierarchy and the direct
influence of the leaders to the employees. Here
there is unity of stewardship, the high degree of
division of labor and efficiency in decision-mak-
ing, the presence of a chain of commands, nu-
merous rules and standards for staff recruitment
on the business and professional skills, thus
prevail in the first place, line authority. Linear
organizational structure can be used for man-
age the investment and innovation processes in
large and medium-sized enterprises, especially
in cases when it is modified in a linearly-staff
management structure with the creation of line
managers in the staff services, specializing in
the implementation of investment and innovation
functions. However, it is not suitable for invest-
ment and innovation activities of small business-
es due to the fact that they do not have the lev-
els of branched-chain management, in fact, the
participants in the investment management pro-
cess innovation directly and closely interact at
the same time as owners, senior managers and
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employees of small businesses. In addition to
the linear organizational structure is quite typical
for enterprise management is a functional orga-
nizational structure. In this case, each unit in the
organization specializes in the management of
certain types of activities or functions, i.e. essen-
tially distinguished responsibility centers, each of
them has a specific purpose and responsibilities.
Since the operation of each responsibility center
corresponds to the most important areas of the
organization, it can be recovered investment and
innovation unit, which will provide the manage-
ment of investment and innovation process. The
functional organizational structure, which implies
high level of competence of specialists for man-
agement of investment processes in large and
medium-sized enterprises, but in the event of
multiple divergent investment processes for the
implementation of innovations of various kinds,
such as technical and organizational, it cannot
be fully effective. The problem can be partially
solved by converting a functional organizational
structure in a linear function with the delegation
of the functional units of the rights to give orders
to subordinate managers on variety of issues re-
lated to investment in innovation. Thefunctional
organizational structure for small businesses is
not suitable due to the already mentioned their
limitations. In addition, investment and innova-
tion activities of small businesses different risk
and innovation, and the functional organizational
structure are mainly oriented towards the solu-
tion of standard problems.

The matrix organizational structure is a combina-
tion of linear-functional organizational structures
and design, resulting in a so-called matrix, which
operates on the principle of double subordina-
tion. Addressing one of the variants of design
structure matrix organizational structure implies
submission to the members of the project team
as a project manager and functional managers,
project managers also are responsible for the in-
tegration of all activities and resources related to
the project, the resources are transferred at the
disposal of the project manager, project manag-
ers are fully responsible for the project functional
managers delegate the project manager some
of his duties and also monitor the progress of the
tasks. The matrix organizational structures are
increasingly being used in the Russian practice,
they can quickly and flexibly take into account
the potential and capabilities of personnel that
fully meets the needs of Investment innovative
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processes in both large and medium and small
enterprises. Typical here is the initial formation
and precisely not the full investment and inno-
vation department, and focus groups (software
and target group) as an element of organization-
al structure of management of investment and
innovation process, including all the actors with
the distribution among them of the correspond-
ing functions. As the economic practice of using
focus groups as part of the matrix organizational
structure allows us not only to achieve greater
flexibility and coordination of work in view of the
rapidly changing external environment, but also
to get the desired results are not one but a num-
ber of investment and innovation projects.

Thereby matrix organizational structure is more
suitable for management of investment and in-
novative processes in small businesses which
is caused by the action of the macro - and mi-
croeconomic factors. The matrix organizational
structure allows the use of the potential owners,
managers and employees of small enterprises,
which can act in one person, within not one but
several investment and innovation projects, es-
pecially the investment and innovation process
in the Russian small businesses require the si-
multaneous implementation of several innova-
tions.

SPECIFICS ORGANIZATIONAL

ASPECTS OF THE MANAGEMENTOF
INVESTMENT & INNOVATIVE PROCESSES
IN SMALL ENTREPRENEURSHIP

The organizational structures of Russian small
business which are existing nowadays- it's mostly
traditional linear organizational structure of man-
agement, which is not provide the required level
of quality control needs of investment processes,
so they are subject to reform in the direction of
creating centers of responsibility management of
investment processes. The difficulty here is that
the nature of small enterprises hinders the cre-
ation of complex organizational structures due
to the small number of staff. Therefore, to over-
come this contradiction is in the plane of adjust-
ing the traditional organizational structures, by
creating a way of life based on the business of
small businesses it’s kind of micro organizational
structures, fully performing, however, the entire
complex tasks of managing the investment and
innovation processes.
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This may be a micro focus - groups to be pro-
duced in the initiation and development of in-
vestment and process, respectively to terminate
after the completion of these processes. Micro
focus groups could be the centers of the respon-
sibility of management of investment processes
in small enterprises and be responsible for items
like investment and for the sources of their fund-
ing.

In our point of view, in the current conditions the
most promising directions of the management of
investment processes in small businesses we
suggest improvement of all their constituents.
It should be understood that the strategic and
tactical components of the management of in-
vestment processes can be implemented by the
same actors. Questions regarding the manage-
ment strategy worked out and solved at the level
of the owners, and tactical questions of imple-
mentation should be solved at the level of man-
agers, as noted, in terms of small businesses
they are often identical. In addition, microcen-
ters of responsibility for investment management
should develop and implement methodical main-
tenance of management in order to improve it for
the investment activity of small businesses and
increase its efficiency.

We considerthat to define the future character-
istics of the necessary organizational structure
to manage the investment and innovative pro-
cesses in small business management are nec-
essary to specify the nature of relations between
its participants. In this sense, interesting is the
approach according to which the configuration
of the radiation released build relationships that
lead to the centralization of powers and decisions
of all linear functional tasks in a single body, the
headquarters that positions centralizing staff
functions in formations at different levels, and
a matrix configuration of building ties that bind
approaches and designs that are based on the
orientation of the majority of duplex units [6].
Naturally, that the beam configuration generates
linear-functional of organizational structure (line,
staff, divisional and others).Matrix configuration
- respectively complex pieces organizational
structures (design, matrix, etc.). Consequently,
the matrix organizational structure - it is not just
the principle of dual subordination, but other
content, compared linear functional organiza-
tional structures, two-way communication and
orientation that adequately small business. The
matrix organizational structure allows flexibility
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by improving bilateral relations smoothly imple-
mented in the mode of the current financial and
economic activity of the problem of formation
and implementation of the strategy in the form
of Investment innovative processes of a small
business.

According to some experts the mobility and flex-
ibility of the matrix organizational structure be-
long them to the number of adaptive structures.
In a recent work revealed signs of adaptive or-
ganizational structures, which include: the lack
of bureaucratic regulation of controls, flexibility,
management structure, decentralization of deci-
sion-making, the creation of temporary controls,
focus on the solution of complex projects and
others. [9]. Actually, the matrix organizational
structure of small businesses allows it to adapt
to the changing conditions of the investment
and innovation processes, moreover, the nature
of investment and innovation activity of a small
business requires, as noted, continued accep-
tance of all types of risk and innovation invest-
ment object, which means permanent changes
in the external and internal environment, good
governance which have the advantage of a ma-
trix organizational structure.

A number of researchers classifying organiza-
tional structuresallocate part of their bureau-
cratic and organic types. The matrix organiza-
tional structure refers to an organic type, which
is opposed to the type of bureaucratic and ad-
ministrative activity characterized improvisation,
flexibility, collegial and democratic decision-
making, trust staff that ensures a constant and
progressive willingness to negative changes in
the environment [10]. It is natural that with such
characteristics, matrix organizational structure
of demand in small business, because of this
small company structure responds to volatile
external environment in a limited period of time
can be up to not one but several purposes and
uses a variety of diversified resources and can
be reasonably managed investment &innovative
processes. Thus, the formation of matrix organi-
zational structures instead of the classic in the
subjects of small business in the interest of effi-
cient management of investment and innovative
processes should be carried out in the direction
of selection and subordination elements linear
function and design of organizational structures,
establishment of a mechanism of dual subordi-
nation on the basis of bilateral ties and orienta-
tion to minimize risks and providing the best in-
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novative features of the investees.

Some scientists are considering the possibility of
reforming the traditional organizational structures
in small enterprises, the structure is isolated in
the form of a circle, although it is sensitive to the
difficulties and may be paralyzed due to the ab-
sence of any key employees, cruciform structure
when decisions go through the head, located in
the center of the cross although unstable in dif-
ficult situations in the absence of the head, and
offer to implement star-shaped structure with a
plurality of intersecting bonds, prepared for un-
expected changes [11].

In our opinion, called modification of organiza-
tional structures, although formally consider
and allow two-way communication between the
participants in the management of small busi-
nesses, yet are not suitable in its pure form for
the management of investment and innovative
processes, because, first of all, regulate current
economic activity. Investment and innovation as
activities are strategic in nature and are looking
for solutions of the strategic plan, which is known
to take the owners of enterprises, including small
businesses, acting in many cases, as already
noted, managers and employees of small busi-
nesses. Therefore, it is necessary to form the
organizational structure of management in small
business adapted to the purposes of implemen-
tation of investment and innovation based on tra-
ditional structures evolving in matrix structures
that carry the mechanism of bilateral ties.

WAYS OF IMPROVEMENT ORGNIZATIONAL
STRUCTURES OF SMALL BUSSINESS IN
ORDER TO INCRESING MANAGEMENT OF
INVESTMENT AND INNOVATION
PROCESSES

We suggest the following sequence of adjust-
ment of the organizational structure of manage-
ment of a small business, which includes four
phases. In a small enterprise that has one of the
classical organizational structures, such as lin-
ear, co-owners initiate the creation of an innova-
tive organizational structure.

It is natural that in the framework of the basic
linear organizational structure of small business-
es, there are one-way links between the levels
of government. This means that the investment
decision, having for small business entities of
strategic importance, you must hold a meeting
of shareholders, which are often the top man-
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agers of small businesses. This is preceded by
study of the parameters of the investment proj-
ect in the departments and services of a small
business, the formation of the business plan
of the investment project, including industrial,
technical, financial and marketing plans, in ac-
cordance with the principles of accounting and
management. As a result, during the investment
process is prolonged and dragged out, problems
arise in the form of bureaucratic plan approvals,
inconsistencies separate components, etc.This
is contrary to the nature of small business and
initially reduces the efficiency of investment proj-
ects.

Establishment of the principle of bilateral rela-
tions allows decisions to invest in innovation, by
definition, have a long-term nature of the imple-
mentation, in the mode of the current financial
and economic activity. In the presence of bilater-
al ties eliminates the need for additional regula-
tions and bureaucratic procedures in the imple-
mentation of the investment process.Within the
framework of the current financial and economic
activity is a constant process of mining produc-
tion, technical, financial, marketing, and account-
ing and management aspects of investment
in innovation. However, a little bit away is the
question of initiating investment and innovation
processes, the answer to this question requires
clarification - who specifically will make propos-
als for the initial parameters of investment in in-
novation? Therefore it is necessary to conduct
a further modification of the base of the linear
management structure by creating micro focus

production unitl

Production Manager &————

Finance Manager
G.M.

Marketing & Sales
Manager

|
|
|
|
|
| [
| [
| [
| [
| — |
! T/ |
|
|
|
|
|
|
|

Figure 1: The introduction of micro focus groups in
the basic linear organizational structure of

small businesses
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The structure of the micro-focus group includes
owner-managers of small businesses and the
best experts on the basic linear units. Workin-
gin the team of micro-focus group will take 10-
15% of the total working time. The cost of a small
business are minimized because the owners are
motivated initially, and employees - due to the
predominance of motivation through needs ad-
ditional staff is not involved, substantial funding
for organizational design available. The result -
the formation of a small business environment
which include the productive suggestions, ideas,
developments, inventions of all kinds of innova-
tions generate investment and innovation.

CONCLUSION

The proposed investment management of in-
novative processes in small businesses orga-
nizational structure allows to decentralized way
of managing. As we note before, the type of
organic matrix organizational structure is char-
acterized improvisation of management, flex-
ibility, collegial and democratic decision-making,
trust staff that ensures a constant willingness to
change. Using a matrix organizational structure
for the management of investment and innova-
tive processes in small business allows you to
work out reasonable proposals for investments
in innovation and continue to concentrate all the
resources in the hands of the head, but in the
context of decentralization in the mode of bilat-
eral ties.Decentralization allows you to initiate
through the micro focus group is not one, but
several innovative processes that correspond
to the nature of the innovation activities of small
businesses. This principle applies not only to
the organizational structure of enterprises, but
also in the industrial and technological and other
structures. Later on projects cannot work alone,
but several micro focus groups, created under
the industrial, technological, financial, marketing
and other directorates, decentralization will be
present in each of these groups. On the other
hand, in terms of small businesses, because of
their known limitations, including the headcount,
matrix organizational structure will exist in a
shortened form, when the functions of the micro
focus groups carried out a few professionals, but
with basic units of small businesses operating
under bilateral communications.
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