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Abstract

Any organization, be it public or private, is ané@pendent player in the competition game and nanizgtion
is free from dangers that harsh competition brings existence. Only the ones who are creativeiandvative
with what they are doing in a permanent mannerk@are better prospects. In such a situation, orgéinizal

innovativeness, its ability to think innovativelgtérmines its smooth motion against harsh competdiream
both from national and international markets. Hogreto attain conditions which would fuel the inativeness
in the organization is not an easy task. Nonetkelasowing all the factors both external and ing¢tthat have
notable impact on innovativeness of the organipati@ates a good view for top managers of the cagnpad

government agencies responsible for supportingonatiorganizations to elaborate policies that frttnigger
positives and prevent negatives respectively. Heremognizing the all factors that have a positind negative
effect on innovativeness of SMEs in the develogingntries context gives emerging economies a oz

and controls over these factors to better suppeit hational companies. Additionally, SME managkr®wing

these factors, can make decisions more easilying tine company’s innovativeness to higher levélergfore,
the researchers’ interest here is to check th@fad¢hat have noteworthy effect on innovativendsSMES in

Uzbekistan; an emerging in-transition country irdifle Asia.
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1. Introduction
Small and medium enterprises (SMES) play an imporale in the advancement of economies. They ameng
main attention in designing State Development Rnmgrbecause of their flexibility, high employeedivement
and contribution in acceleration of scientific atethnical progress (Rutkauskas, 2012). In a conbeanp
scientific literature, many benefits of SMEs to #wmnomy of the country are mentioned. Accordingltssain
(2011) sees three driving forces that conditiothferr strengthening SMEs in developing countries:

i) SMEs are essential vehicle to solve unemploymeahtpaverty alleviation problems;

i) SMEs can contribute significantly to the nationad®omy of the country;

iii) SMEs can foster entrepreneurial culture and ma&aauy more flexible to the external fluctuations
In addition to this, SMEs contribute to income gatien for the people, tax and export revenue lierdountry,
which is consistent with their interests. In thisyw country can achieve higher economic prospesitgial
development and stability. SMEs’ contribution tonawation has also been widely acknowledged and
emphasized by both researchers and politicians.

Today the importance and necessity of innovatiorvery field is well understood within any econosthat
are implementing free market economy system and beéter realized within the ones that are simeltasly
integrated into globalization. Today’s competitivarket situation has already turned out to be “Viate or die”
situation. Innovation is becoming central to crnegitand sustaining competitive advantage. It isamy being
considered to be one of the key tools for competiidvantage but also the main factor for wealdaton.
Therefore, in the current day economic scenariopvativeness is imperative in any sphere; company o
organization and the whole country. Since the gatkaf every single country is determined by thesgth and
competitiveness of its companies, appearance ajebigiumber of more innovative companies within the
economy positively enhances the economic powehefréspective country in the world. In this respéuoe
importance of small and medium sized enterpriseseases in the light of the fact that it can ineolwmore
people into competition thus activates their inggnim their strive to be successful in their resje businesses.
Small and medium enterprises play important roletia development of country’s economy. Therefore,
understanding forces that contribute to the sucoéssnall and medium enterprises is very import&inhce
innovativeness is among one of the most importardma through which such businesses contributeciaoeaic
growth, several research studies were conductdétermine which factors positively affects SME’adnative
efforts.

2. Innovation Concept

The term “innovation” has been interpreted and @xgld by many scholars and practitioners baseti&indawn
perspectives and views. Therefore, sometimestd gome extent complicated to gather them all antbtne at
one stand. If we into the history, the introductiainthis word in the field of economics is relateed Joseph
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Schumpeter (1934) who used the term “innovation” tfee first time and described it as the motor o t
development. According to the definition specifledthe wikipeda.org electronic dictionary; “innovation” is a
word derived from its Latin equivalent “innovatushich means, in - “into” + novus - “new” - the inttuction
of something new (e-Wikipedia). Interpreting therieof “innovation” Harmut (preface note) claims thiais is a
substitution new-trend word in management for presly widely-used words like “re-engineering,” “six
sigma,” “kaizen,” “out-sourcing” and it embraces thkeir functionality (Langdon, 2011). Mulgan edl, (2003)
describe innovation as “new ideas that work” tlsathie creation and application of new processeasjyuts,
services which as a result brings noteworthy imprognts in efficiency, effectiveness or quality asatcome.
From different views of several theorists and a&ssed on Oslo Manual (2005) interpretation, in aleno
economy, we assert that innovation is a term tstithte noteworthy change in product, process,nizgtional
structure and marketing strategy of the organipatibat can bring better performance and higher
competitiveness to the status of the organizatiché market.

3. Methodology

This research targeted small and medium enterp(iSBtEs) of Uzbekistan and intended to find out ithei
innovativeness characteristics using survey quasdioes for data collection. A total of 150 informs were
employed to respond to designed binary questiohgs Kind of research is for the first time carriedt in
Uzbekistan context. The guidance and instructionsnfOslo Manual (2005) became the foundation of our
research to build research methodology and in ddascertain high respond rate in our survey ehdhility in
our research findings.

We chose Logistic Regression Model for our resear@lysis, with the premise of applying this moelehbles
us to explain innovation behavior of Uzbekistan SMEhe use of Logit model aids to make inferenceanpact
of all independent variables onto the dependentablEs. In order to check significance of relatiaips
separately we considered the affecting factors demkndent variables, and applied the Bivariate tRelship
Statistics. Chi-square and McFadden®saRre also applied to check significance in Logistiodel.

4. Findings and Discussions

4.1 Research Variables

Table 1 displays the dependent and independenablas used to measure the innovativeness of SME in
Uzbekistan. The dependent variables are the infmvattputs as a result of the conjured independanables
which are inputs to the process of SME innovatigsn&Ve treated innovation activities as both asdégnt
and independent variables. They are treated asndeptvariables to measure the efforts of SME tésiilt in
those innovative activities considering that gelerdeveloping countries are still trying to implemt
innovation and to put it to work is still a backlog

Table 1: Dependent and Independent Variables messur

Ne | Dependent variables Ne | Independent variables
Variable names Variable names
Innovation outputs Internal factors
1. | Innovative products (services) 1. Research and Development (Internal)
2. | Products (services) with significant | 2. Embodied technology
improvements
3. | Process innovations 3. Disembodied technology
4, Organizational modernization
5. | Design
6. Marketing

Innovation activities

1. | Research and Development (Internal)7. CEO Worldview (countries have been to)

2. | Embodied technology 8. CEOQO's perception of innovation (presence of innmrat
strategy as an objective)

3. | Disembodied technology 9. Employee engagement in innovation process (ideas fr
employees)

4. | Organizational modernization 10. | Training (for managers of the company)

5. | Design 11. | IT capabilities (degree of internet usage in thegany)

6. | Marketing

External factors

12. | Networking (relations with knowledge/technology =)

13. | Government (Public) incentives

14. | Dominant market (Export potential)
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4.2 Statistical Model Results

In this study, we used the chi-square statistiak lsimariate correlations to measure the relatigndigtween
variables. Furthermore, the correlations that wagaificant at P < 0.05 represented in bold in €ablwere
further used for the logistics regression.

4.2.1 Chi-Square and Bivariate Relationships

The top figures in each cell represent Chi-squank lzottom figures of each cell represent signifteaof the
bivariate correlation. The significance tests fai-equare and bivariate logistic correlation aré¢ calculated
with exactly the same way, but almost give the satatistical conclusions. Chi-square and bivariateelations
represent the strength or significance of the imlahip between variables. The table below showsstmmary

of chi-square statistics and significance of bia@irelationships.

Table 2: Chi-square Statistics and Bivariate Correhtions

Products
Innovative| (services) . . . _—
. . Process Embodied | Disembodied | Organizational . .
Variables prodgcts . W.'t.h innovations R&D technology| technology | modernization Design | Marketing
(services)| significant
improvements
3.449 1.507 22.49f ) ) . . . .
R&D .063 220 .000
Embodied | 3.939 7.999 2,516 ) ) ) ) ) )
technology .047 .005 113
Disembodied| 1.824 4.203 5.67T . . . . . .
technology 177 .040 .017
Organizationg 137" 10.369 15.716 . . . . . .
modernizatior 711 .001 .000
- 6.545 7.376 6.158
Design 011 007 013
- 8.37T 14.553 11.244
Marketing | 50, .000 001
CEO 13.792 11.453 1.500 547 .07d 1.857 602 2217 | .02¢8
Worldview .000 .001 221 462 792 174 438 .137 .867
CEO’
perceptisn of 587 3.897 21.085 |15.947| 9.383 18.532 13.253  |24523| 1.564
innovation 445 .049 .000 .000 .002 .000 .000 .000 211
Employee
engagementih 7.302' 13.844 51 | 1.416 | 147 3.020' 604 1.457 | 024
innovation .007 .000 475 235 701 .082 437 227 876
process
Training 17.454 14.236 960 |6.807 | 4.189 1.307 084 00T | 6.136
.000 .000 327 .009 .041 253 772 .979 013
IT capabilities 3.041 18.887 10.714 |27.056| 4.587 16.188 20.798  |23.433| 16.084
047 .000 .001 .000 .032 .000 .000 .000 .000
Networking 19.652 36.486 27350 | 8525 | 11.063 008 5.060 1550 | 4.274
.000 .000 .000 .004 .001 754 024 213 .039
G‘Z;)’S[)Tigem 13.843 17.69% 13308 |6.466 | 027 1616 2.966 00d | 2.92¢
incentives .000 .000 .000 011 879 204 .085 .989 .087

Note: Correlations shown in bold were statistically significant at P < 0.05

4.2.2 Logit Modeling

Only the variables that were found to be significainP < .05 from chi-square statistics were chdeeffurther
analysis in a Multivariate Logistic Regression MbdEable 3 displays the Multivariate Logistic Regg®dn
results for relationships between dependent anedinndependent variables to represent the familgeactors
of SME innovativeness. Nine separate Multivariabgiktic Models (only one step calculation) was cht=d.
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Table 3: Multivariate Logistics Regressionparameter estimator and sigma values)
_ Products Innovation Activities
. Innovative (services) with| Process
Variables prodt_Jcts significant | innovations | reD Embodied Disembodied Organizgtio_nal Design| Marketing
(services) improvements technology technology modernization
.789
R&D - - 119
Embodied .223 -.102 )
technology .656 .856
Disembodied ) .085 .294
technology .876 .554
Organizational ) 412 .539
modernization 435 .304
Desidan 1.260 .563 -.601
9 021 340 286
) 421 1.315 1.011
Marketing 388 015 057
CEO 1.632 947 ) ) ) ) ) ) )
Worldview .010 193
oS ] 655 2090 |1.238| 1.154 1.249 841 1489
perceplic 287 .001 006 | .008 .002 042 .000
iInnovation
Employee
engagementin| -1.056 -2.878 ) ) ) ) ) ) )
innovation .030 .000
process
Trainin 939 1.125 ] 1.151] 698 ] ] ] 863
9 055 055 010 | 083 019
IT capabilities -.983 1.122 -.653 1.644 .249 1.010 1.608 1.265 1.369
P .086 .060 .218 .000 .564 .010 .000 .001 .000
Networkin 1.604 2.259 1.792 .344 .942 ) .146 i .180
9 .001 .000 .000 429 .022 725 .637
G‘z"ig}{g‘*”t 519 281 485 |-267| ] ] ) ]
_(pubil 328 634 309 573
incentives

There are three main dimensions of innovation nreaisin this research, namely innovative productsises,
products/services with significant improvements @noicess innovation. Innovation activities showrtahle 3
are also considered measures due to status quevefoging nations in implementation of innovatiohieh is
still proving challenging; therefore the specifiadovation activities above are deliberately trdae innovation
outputs in order to trace the milestones in firmforts to embrace and integrate innovation inrtheisiness

operations.

Innovative products/services

It has been found that the outputs of innovativedpcts/services are a result of work done in th&giéng
department. The product design cues range fronotitside appearance to internal/hidden cues thatowep
product performance which together amounts intanaovative product. The CEQO’s worldview significhnt
push ideas from thinking global to produce innoxatproducts that are at par or unique from theitepd
innovators out there and tapping new markets. Eyggloengagement in innovation process and training
significantly contribute to the produce of innovatiproducts/services. The employees apply the irapbr
resources which are intangible assets such as kdgaland ideas to produce innovative products endcss.

It is quite important to note that resourceful ngeraent and utilization of intangible assets areotaivto
innovativeness and progress of SMEs in UzbekistBmugh the results show negative proportion on
engagement of employees in innovative activitiestils vital for innovation undertakings, this igtause firms
are still emerging up for employees to embed intiowainto the whole system. Networking is relevant
contributor to output of innovative products andvgees. Networking is a socioeconomic businessvigtby
which groups of like-minded businesspeople recagrireate, or act upon business opportunities (eépétlia).
Prominent business networking can opportune orgénizs to create models of business networkingvigcti
that allow the business person to build new busimetationships and generate business opporturdtidlse

same time
Significant improvements in products/services

A significant improvement in products and servieess found to be positively influenced by marketeffprts,
the employee engagement in innovation processp#fiadng training to employees and networking avess to
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the enhancement of products. Marketing and netwgrkre information-rich channels about stakeholdach
as current markets and potentials (consumers applists), and the industry’s attractiveness thagropass
ways for innovation.

Process innovation

Process innovation is effected by marketing effoftthe firm, the CEQO’s perception of innovationaign and
engage employees to direct the resources econdynit@lvards the realization of innovation outputs.
Networking also impacts the innovation processaiofable manner.

Innovation Activities

R&D was found to be significantly dependent on @eO’s perception of innovation, training and firmi’s
capabilities. The CEO sanctions necessary resadymht new technology and then conducts the devedopof
the products. The accessibility of internet to gvemployee is source to research the market newess,
technologies and consequently developing prodectstes to meet and exceed the needs of customers
innovatively.

Embodied technology is influenced by the CEQO’s pption of innovation and networking in acquiringnne
knowledge and technologies to help advance theusmend operations of the firm.

For disembodied technology and organizational nidation is found that the significant predictore dghe
CEO'’s perception of innovation and IT capabilit@s from technology transfers (patents, brands, sitnidi
secrets, etc.), software for production or admiatste use. Organizational modernization is achiebsy
strategic planning, total quality, benchmarking. ethe production process modernization (justifimet changes
in the physical organization of the plant), andatoguality/environment management systems mold the
organization to modernize through its IT capalgtitiand knowledge and perceptions of the leaders.

Design in the form of product, industrial agagineering processes are positively impactedhbyGEO's
perception of innovation and to direct those ineolto work on the objectives and the capabilitiesge the IT
related solutions.

Marketing is one of very important innovation clheegistics that convert the ownership of producid services
to consumers in exchange of cash, information armledge between the seller and buyer. Trainingstrahg
IT capabilities are found to be strong influencénmarketing activities which are essential for bothovation
and survival of the organization.

5. Importance of SMEs in Uzbekistan

Importance of SMEs to the overall development ef tbuntry makes SMEs become the main businessirtype
Uzbekistan as well. Its share in GDP has reachgoebeent in 2011www.cer.uz 2012). To state SME’s crucial
role in Uzbekistan economy, President of the cquptints five important features of SME formatidifoets in
the country. SMEs (1) are the main source of piiagidhe domestic market with essential goods andcss;
(2) are more flexible and quick in adapting chanigethe demand and the situation in the global magional
markets (3) do not require large expenses andatdpitestments to start and run thus easier anerfdsr
modernization, technical and technological re-emgipt (4) are highly sustainability for the challeagand
consequences of the global financial and economigisc(5) are a tool for discovering the creatived a
intellectual abilities of people (Karimov, 2012).itW a viewpoint of American Chamber of Commerce in
Uzbekistan (2011), development of SMEs is seen geeat contributor for further economic progressthaf
country economy within three specificity adhereat situation in Uzbekistan. As the first particutgrit
emphasizes people of the country as born entreprenopulation growth and its more settlementimalrareas
are pointed as the second and third peculiaritte®ralingly and creating conditions for people tartstheir
businesses in a form of SME is seen the most @ffeolution for problems that may arise concerning
population growth and its coherent attempt to pevts livelihood.

Due to the discussed importance of SMEs in Uzbakjsthe policy makers designed the national inromat
policy to serve as a framework that supports a@wiof innovation at all levels. Uzbekistan gowaemt has
recently acknowledged the need for revitalizing itlreovative activity as the main driver of sustdileagrowth
and declared the development of innovative know-lama science as a key government priority (Kuchkaro
2011). The attention given to innovation-based tpreent of the country started to be addressedgreater
importance after the President’s decree of the RepWePD-436 dated August 7, 2006 “On measures to
improve coordination and management of sciencetactthology development” angPD-916 dated July 15,
2008 “On additional measures to stimulate innovapoojects and technology implementation into prdidun”.
These two decrees have been followed by appropbeatzees of the Cabinet of Ministers; “On measuoes
strengthen the material-technical base of scientR&D institutions and organizationste241 (10.10.2008),
“On improvement of the State Unitary Enterprise Aremlogy Transfer AgencyNe228 (15.10. 2008) and “On
measures to further optimization and improvemenadivities of Academy of Scienced®33 (07.02.2012).
From these subsequent Decrees by the governmedrlmdkistan within recent years we can clearly reali
country’s further stronger stance towards buildtsgeconomy on innovation and knowledge base.
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6. Conclusions

Understanding the indispensable role of innovationthe prosperity of societies, one needs to meizegthe
facilitating factors of SME innovativeness to implent and sustain innovation. The factors discldsethis
study as enablers of innovation in Uzbekistan il of crucial importance for SMEs to focus on inatbxe
activities and factors that are vital for their tairsable innovativeness. Managers can capitalizethese
identified factors to build an enterprise’'s comppedi edge in today’s undeniable fierce global markat only
for the enterprise’s benefit but for the welfardaltd nation as a whole.
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