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Abstract

The paper examines the features of innovation activity of the business sector in the Russian Federation. The
problems of innovative development of small and medium-sized businesses are identified. The analysis of
various approaches to the formation of innovation development policies shows that according to most
authors the national economic efficiency can be increased through focus on search, implementation and
introduction of innovations, that is, on innovative development, since there is a direct correlation between
the competitive advantages of the system and its ability to introduce innovations. The study of the features
of innovation processes showed that the state should fulfil regulatory functions of the innovation process
with respect to social criteria, which sometimes become crucial, since research and innovation activities
discover new opportunities for improving the efficiency of not only small and medium-sized businesses,
but also socio-economic development of society. The analysis of the current policy of innovative
development in Russia revealed the specifics of the state policy of innovative development and the
problems of innovative development of small and medium-sized businesses in Russia. Despite the existence
of various mechanisms for state regulation of innovation development, in practice, the situation is somewhat
different. State authorities are trying to delegate the maximum number of functions to the market as the
most effective mechanism capable of self-regulation. At the same time, in highly developed countries, it is
the state that takes significant responsibility for innovative development.
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1. Introduction

The development of innovation activities of small and medium-sized enterprises is one of the most
important factors to increase the level of economic competitiveness and national security of the state. The
global experience shows that the states that have an effective innovation infrastructure are at the forefront
in terms of technological and socio-economic development.

When borrowing a system of institutions — regulators of economic processes — national and regional
specifics should be considered. The infrastructure of innovative entrepreneurship in Russia should be
reformed not only through a system of state support based on foreign experience, but also based on real
prerequisites for competitive activity of enterprises — subjects of innovative entrepreneurship in Russia
emerged at various stages of their development, primarily during evolutionary transformation of

institutional structures into centers for the commercialization of innovations.

2. Problem Statement

To date, numerous publications are devoted to the problems of innovative development. Among
Russian scientists, Baklanov (2016), Gorbas (2015) and others made a significant contribution to the issues
of innovative development of the country. These authors emphasize, in particular, the need for transition to
an innovative model of economic growth, emphasize ineffectiveness of innovation policy in the Russian
Federation, and focus on mechanisms to ensure the country’s innovative growth.

The formation of the institutional support of the innovation infrastructure development in the

Russian Federation is one of the most crucial problems of the domestic economy.

3. Research Questions

The object of the analysis of functioning of the infrastructure for innovative entrepreneurship is the

Russian Federation.

4. Purpose of the Study

The study aims to identify current problems of innovative development of small and medium-sized

businesses in the Russian Federation.

5. Research Methods

The research methods include the analysis of the selected sources related to the problem under
consideration, generalization and synthesis of viewpoints in the sources, and method of retrospective and

comparative analysis.

6. Findings

Intensification of innovation activity requires new forms and methods for technological innovation

primarily through expansion of the innovation market. It should be noted that among the countries of the
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European Union, the minimum indicators of innovation activity are found for Portugal — 26% and Greece
— 29%, however, even these figures are higher than those identified for Russia. Compared to the leading
countries such as Austria (67%), Germany (69%), Denmark (71%) and Ireland (74%), the gap with Russia
is 3—4 fold times greater (Baklanov, 2016).

The factors that largely impede implementation of innovation activity are (Figure 01): lack of
internal funds of enterprises (80.1%), significant costs for innovations (55.5%), weak financial support by
the state (53.7%), high economic risk (41%), long payback period of innovations (38.7%), and lack of
customers' money (33.3%). The considered factors also include imperfection of the regulatory framework
(40.4%), decreased demand for services or products (16%), lack of qualified personnel (20%), few
opportunities for cooperation with other companies and scientific organizations (19.7%), lack of
information on sales markets (17.4%), and lack of information on new technologies (17.3%) (Baklanov,
2016).

lack of information on new technologies

lack of information on sales markets

few opportunities for cooperation

lack of qualified personnel

decreased demand

imperfection of the regulatory framework

lack of money

long payback period of innovations

high economic risk
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lack of internal funds of enterprises

0O 10 20 30 40 50 60 70 80 90

Figure 01. Factors that impede innovation (Baklanov, 2016)

The dynamic analysis of the share of organizations that implement technological, organizational and
marketing innovations in the total number of surveyed organizations of small and medium-sized enterprises

in Russia for 2010-2016 showed the peak of innovation activity for 2011, when the studied indicator
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attained 10.4%. Subsequently, it was observed to decrease to 9.3%. In turn, the decline in innovation
activity of small and medium-sized enterprises resulted in reduction in the share of innovative goods, works
and services.

This indicator showed the tendency to grow from 2010 (4.8%) to 2013 (9.2%), but in 2017 it
decreased to 8.4%. According to the constructed trend line, the share of innovatively active small and

medium-sized enterprises tends to reduce in the future with a probability of 99.3% (Figure 02).
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Figure 02. Innovation activity of enterprises (share of organizations that implement technological,
organizational, marketing innovations in the total number of organizations surveyed) in Russia in 2010—
2016

The current situation is due to a number of factors that have a negative impact on the innovation
sphere of the Russian Federation.

1. Insufficient financing of innovation activities of small and medium-sized businesses. This is
evidenced by the share of R&D expenditures in the gross domestic product stated by the ranking of national
R&D expenditures. Thus, in 2015 Russia occupied the 27th position between Slovakia and Lithuania and
exhibited the share of R&D expenditures equal to 1.13%. At the same time, the leaders in this rank were
Israel and South Korea, whose share of R&D expenditures in GDP is 4.27% and 4.23%, respectively. It
should be noted that the USA occupied the 9th position (2.79%), China took the 14th position (2.07 %),
and Germany was at the 8th position (2.88%) (Figure 02) (UNESCO, 2015).

It should be taken into account that the average indicator among developed countries reached 2.46%,
and among developing countries it was equal to 1.20%. Thus, the share of Russian R&D expenditures in

GDP is lower than the average share in developing countries (Figure 03, Figure 04).
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Figure 03. Top ten countries in the ranking in terms of the share of R&D expenditures in GDP, %
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Figure 04. Comparison of the share of R&D expenditures in the Russian GDP with the average share in
GDP of developed and developing countries, %

2. From 2010 to 2014, innovation expenditures increased 3-fold (in 2014, it equaled 1,211,897.1
min rub). However, in 2015, the analyzed indicator decreased by 0.05% compared to the previous period
of study. This is most likely due to the crisis in the economy of the Russian Federation.

Even though the volume of innovation expenditures has grown (Figure 05), the innovative activity

of small and medium-sized enterprises declined significantly. This is due to a decline in investment in the
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innovation sector since investors do not want to take risks investing into high-tech manufacturing and
technologies (Gorbas, 2015).
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Figure 05. Dynamics of innovation expenditures in Russia in 2010-2016, min rub

3. The number of personnel of small and medium-sized enterprises engaged in research and
development decreased.

This indicator was observed to grow in the period of 2000-2016 from 369,015 people in 2013 to
379,411 people in 2015 (RosStat, 2015; RosStat, 2016). However, in 2016 it dropped to 370,379 people,
and according to the constructed trend line, the number of personnel engaged in research and development
tends to reduce in the future with a probability of 98.7% (Figure 06). In 2016, the total number of personnel
engaged in research and development reduced by 18.64% compared to that in 2000.

4. The share of small enterprises that performed technological innovations in the total number of
small enterprises surveyed in terms of the type of economic activity indicates a decline in innovative
entrepreneurship in small businesses (Figure 07).

This is due to the fact that small businesses face difficulties in innovation promotion: these are

political and economic instability and an undeveloped innovation infrastructure (Baklanov, 2016).
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Figure 06. Dynamics of the number of personnel engaged in research and development in Russia in
2000-2016, ind
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Figure 07. The share of small enterprises that carried out technological innovations in the total number of
small enterprises surveyed in terms of the type of economic activity in Russia in 2007-2015

3100


https://doi.org/

https://doi.org/10.15405/epshs.2019.12.04.417
Corresponding Author: Zulay Tavbulatova
Selection and peer-review under responsibility of the Organizing Committee of the conference
eISSN: 2357-1330

5. Russia is characterized by a low level of scientific and technological potential implementation
and insufficient use of knowledge for socio-economic development in the concept of knowledge economy
(Baklanov, 2016).

Innovative foundations for economic growth can be formed only on a system basis, that is, taking
into account all factors of their interaction. Information technology should be used to identify priority areas

for innovation involving all segments of society to create a highly efficient and dynamic national economy.

7. Conclusion

Economic instability increases business risks: sharp fluctuations in the ruble exchange rate against
other currencies, an increased cost of raw materials and other resources, etc., lead to higher expenditures
for domestic business. Violations of the normal functioning of capital affect not only enterprises, but also
the general economic situation in the country.

For example, it is well known that a significant share of the capital, which should have been allocated
to the maintenance and modernization of the OPF, provides, among other things, personal income of the
owners. As a result, small groups of people own an inordinate amount of money. This causes noticeable
imbalance in the consumer market. Significant amounts of resources are spent to earn super-profits, whereas
incomes of other people are not appropriately used (this is especially evident in the unsatisfied proposal of
social housing), and the money are stored up.

The lack of investment in the production reduces the demand for new equipment and new
technologies. This hinders the development of domestic high-tech production. The problem of insufficient
financing of innovative development is most acute. The search and development of measures to form and

expand the economic base for innovative development is extremely relevant.
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