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ABSTRACT:

The current situation in the area of innovative
development of the Russian economy is in bad
condition and reveals pronounced tendencies for
aggravation, especially in the areas of critical high
production technologies. This creates strong social
threats to national security. One of the main forming
causes of the innovation crisis is the low management
quality, including state regulation, which is done
empirically. The existing regulatory framework is
represented by unsystematic conglomerate of federal
laws, decrees of the President of the Russian
Federation and regulations of various levels. It does
not contribute to the accelerated development of
productive innovation activity. It seems necessary to
synthesize a scientifically based mechanism for
innovation implementation and legal regulations for its
functioning.

Keywords: Innovation environment, government
regulation, competitive organization of innovation,
local investment projects.

RESUMEN:

La situacién actual en el area del desarrollo innovador
de la economia rusa esta en malas condiciones y
revela tendencias pronunciadas de agravamiento,
especialmente en las areas de tecnologias criticas de
alta produccién. Esto crea fuertes amenazas sociales
para la seguridad nacional. Una de las principales
causas de la crisis de innovacién es la baja calidad de
la gestidn, incluida la regulacidn estatal, que se realiza
empiricamente. El marco regulatorio existente esta
representado por un conglomerado no sistematico de
leyes federales, decretos del Presidente de la
Federacion de Rusia y regulaciones de varios niveles.
No contribuye al desarrollo acelerado de la actividad
de innovacion productiva. Parece necesario sintetizar
un mecanismo con base cientifica para la
implementacion de la innovacidn y regulaciones legales
para su funcionamiento.

Palabras clave: entorno de innovacion, regulacion
gubernamental, organizacion competitiva de la
innovacién, proyectos de inversion local.

1. Introduction

At present, the Russian economy is in a state of permanent systemic crisis, including the
innovation crisis. This is caused by the critical state of national innovators as well as operators
belonging to the field of security innovative activity (Alandarov and Tarkhanovsky, 2017).

Nonetheless, firstly, decisions on innovative projects are made insufficiently competently,
secondly, this market has already forbidden accessing and rapidly expanding segments of critical
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innovations, and, thirdly, Russian innovators are mostly associated with the characters of the past
innovation era (Kryukova et al., 2016).

Today at the world market, selling or buying any of the most remarkable technology for making
"felt boots" is physically impossible for an infinitely long time. Unfortunately, there was a
significant and unavoidable reverse technological separation of the Russian economy from the
economies of the most developed countries of the world. The main part of technologies used in
Russia consisted of acquired or copied technological products, but mostly — with fundamental
simplifications (Alandarov and Tarkhanovsky, 2017). Furthermore, an increasing number of
Russian innovators are beginning to suffer from a severe depletion of financial and economic
potential, allowing for an exceptional focus on “short-term” and local innovation projects. It also
contributes to increased competition even in areas considered to be unimportant due to Russia's
joining the WTO, which was inevitable (Akhmetshin et al., 2017).

The described situation is fundamentally unacceptable in terms of the social development of
Russian society, and in terms of ensuring its national security (Kryvonos et al., 2017).

The correction of the situation can and should take place in many ways, but an indispensable and
important component of innovation recovery is a competent government policy, which materializes
mainly in the government regulation of innovation operations.

The problems related to the state regulation of innovation activity began to be widely studied after
the Second World War, when government intervention in the scientific and technical sphere
increased. The American scientist K. Arrow made a significant contribution to the substantiation of
the need for state support of innovation, he created the Arrow-Romer endogenous model of
economic growth that shows steady economic development based on technological progress,
which is a consequence of the result of training employees in the process of activity (Arrow,
1962). Among the Russian scientists involved in solving issues of innovation and state regulation
of innovation, we can distinguish Dmitriev O.N. (Dmitriev and Novikov, 2017), and his work on the
strategic problems and areas of development reorganization of the control systems of the high-
tech complex of Russia, the formation of the program of anti-crisis management innovation in the
high-tech enterprise of Russia in the industry Zolotov V.A. (2017), Ryasin V.I. (2017). He has
highlighted in his works the ways of solving intersectoral socio-economic problems of the
formation of the innovation economy of Russia (Ryasin, 2017)

The problems of formation of regional innovation systems and state regulation of their functioning
received special attention of Ryzhakov E.D., in the work on innovative approaches to the
development of the financial potential of a region (Ryzhakov, 2017), Savanovich S.V. engaged in
assessing the state of innovation safety in the region based on the use of a system of criteria and
indicators (Savanovich, 2017), Sapego Yu.M. highlighted in his work the formation of agro-
industrial clusters as prospects for the innovative development of the region (Sapego, 2017),
Safronova Yu.V., Yushin I.V. studied the role of innovative development of the region in ensuring
food safety (Safronova and Yushin, 2017). Solonina S.V., Efanova D.I. evaluated the investment
and innovation activity of the Krasnodar Krai (Solonina and Efanova, 2017; Takhumova et al.,
2016).

Many scientists focused their research on the question of whether government stimulation of
innovation in private companies brings results. The results of such studies are not unequivocal,
much depends on the incentive method, the economic situation in these companies and the state
of the economy as a whole (Mahmood and Rufin, 2005; Hall and Lerner, 2010; Carboni, 2017).
Some scholars argue that government financial support for innovation is accepted positively by
business, which encourages them to finance innovation more, including through their own funds
(Lerner, 2000; Plaskova et al., 2017). Nonetheless, other scientists suggest that government
funding for innovation, on the contrary, leads to the fact that commercial firms are beginning to
save their money on innovation finance (Zhang and Wu, 2014; Mahmood and Rufin, 2005).

The given point of view of the influence of state financing on innovations is innately contrary. On
the other hand, some researchers have long tried to reconcile these conflicting points of view in at
least two different ways. Firstly, the various results of previous studies were explained by the
influence of various factors on the object of study. For example, depending on the industry under
research, institutional characteristics, parameters of the firms themselves (type of ownership,
size, operating conditions), government incentives for innovation can have a different impact on
companies' innovation activity (Lach, 2002; Mani, 2002; Huergo et al., 2016; Bezpalov, 2017). In
addition, the degree of impact of various forms of government incentives for innovation can be
different (Guan and Yam, 2015; Lee and Cin, 2010; Borras and Edquist, 2013; Qiu and Tao, 1998;
Lerner, 2000). Secondly, government stimulation of the innovation activity of private companies



contributes to the growth of innovation activity to a certain level, after which the degree of
influence and the positive effect of innovation start to decrease (Guan and Yam, 2015; Sakulyeva,
2018). In this study we will consider the influence of the state on innovation activity in Russia.

2. Methodology

Theoretical and methodological basis of the study consists of the works of domestic economists in
the field of innovative development of the economy, financial support for innovation, regulation of
budgetary processes, as well as regulatory and methodological and legal documents regarding the
selected research topic. As methods of this study, universal methods of cognition were used:
analysis, synthesis, induction, deduction, empirical description, graphical analysis, historical
method based on statistical data. Private methodical technics of economic and mathematical
modeling and others have also been used (Dmitriev and Novikov, 2017; Dmitriev and Novikov,
2018; Novikov, 2018).

As information and regulatory base of the study were used the following: statistical materials,
reporting data of the executive authorities; materials of monographs and publications of
periodicals, Internet resources of leading research centers of Russia, the results of their own
research, as well as: Decrees of the President of Russia, decrees of the Federal Government, other
regulatory legal and methodological documents of the legislative and executive authorities of all
levels of government of the Russian Federation, including some program documents.

For example, the Strategy for Scientific and Technological Development of the Russian Federation
was the basis for the introduction of sectoral strategic planning documents in the field of scientific
and technological development, made in the framework of goal-setting, state programs of the
Russian Federation, state programs of constituent entities of the Russian Federation, as well as
planning and program-targeted documents of state corporations, state-owned companies and joint
stock companies with state participation.

Then, the priorities of the scientific and technological development of the Russian Federation are
to be set in the strategy of scientific and technological development of the Russian Federation and
should be the basis for the register of relevant technologies approved by the Government of the
Russian Federation to be accepted when implementing the strategy of scientific and technological
development of the Russian Federation.

3. Results and discussion

As part of grounds for state support measures for innovation, we consider the state of the
innovation sector of the Russian economy. To start, let's consider the volume of financing of
innovation activities by the state for the years 2000-2017.

Figure 1
Dynamics of domestic expenditure on research and development (billion rubles.)
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(Statistics of science and education ..., 2017)

The volume of domestic expenditures on research and development in Russia in 2017 amounted to
1019.2 billion rubles. (Figure 1), which is 2.6% (at constant prices) more than previous year. The



growth of internal expenditures on research and development was shown both in current prices
and in constant ones. In general, for the period 2000-2017 The dynamics of domestic
expenditures on research and development, despite the uneven nature, look positive: their value
has doubled in constant prices and increased in 13.3 times in current prices. Let us then compare
the values of indicators of domestic expenditures on research and development in Russia with the
dynamics of Russia's GDP.

Figure 2
Annual growth rates of domestic expenditures on research and
development and GDP (calculations are made in constant prices) (%))
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The ratio of the growth of domestic spending on research and development to the growth of GDP
for the period 2000-2017 is uneven, however, for the last 5 years shows steady growth, in other
words, domestic expenditures on research and development are growing at a faster rate than
Russia's GDP. In 2017, the ratio of the growth of domestic expenditure on RD to GDP was 101.1%
(Figure 2). The highest value of this indicator was in 2009 - 119.9%, when in the conditions of the
financial crisis, the volume of GDP decreased by 7.8% compared with the level of the previous
year (in constant prices), while domestic expenditures on research and development increased by
10,5% due to an increase in research and development expenditures from the federal budget by
18.5%.

It should be said that in Russia the state plays an increasingly important role in the development
of innovations (Figure 3).

Figure 3
Distribution of domestic expenses on research
and development by sources of funding (%)
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According to the data of 2017, two thirds (66.2%) of the internal expenditures on research and
development accounted for state funds. For example, in 2000, the state financed 54.8% of all
expenditures on research and development in Russia. Indicators of domestic expenditures for
research and development in the context of the science sectors are also different (Figure 4).

Figure 4
Annual growth of domestic expenditures on research and development
in the sectors of science (Calculations are made in constant prices) (%)
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As for the distribution of financial resources by sectors of science, there is unevenness in the
dynamics of internal expenditures on research and development clearly manifested here.
Intensively developing segment of internal science is the higher education sector: it is
characterized by relatively high annual growth rates. The average annual growth in this sector for
the period 2000-2017. (8.4%) was higher than in other sectors: public - 5.5%, business - 3.1%.

Figure 5
Structure of domestic expenditures on research
and development per sector of science (%)
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The value in absolute terms in 2017 compared with 2000 increased (in constant prices) for higher
education sector by 3.9 times, in the public sector - by 2.5, in the business sector - by 1.7 times.
At the same time, the size of higher education sector should be taken into account: its share in
domestic expenditures on research and development, according to 2017, was 9% (Figure 5). The
business sector provided 60.1%, determining the dynamics of the total volume of internal
expenditures on research and development. The state sector accounted for less than a third of
expenditures - 30.4% in 2017.

In general, for the period from 2000 to 2017 expenditures on research and development in sectors
of science show decrease compared to domestic expenditures on research and development of
state sector (from 24.4% to 30.4%) and the higher education sector (from 4.5 to 9%).The part of
the business sector over the years has decreased from 70.8 to 60.1%.

Thus, financing innovations in Russia for the period from 2000 to 2017 can be characterized as
follows:

1) We can observe an increase in research and development financing;
2) The growth rate of research and development financing is declining;

3) The role of the state in financing research and development is growing, and if we take into
account the fact that the majority of Russian universities are funded by the state, the indicator of
the state’s share in financing research and development will be even higher.

Despite the positive dynamics in development of the sphere of innovation in Russia, there are
many constraining factors:

* Low correlation between the amount of state financing and the results of research in higher education
institutions of Russia;

o Lack of authority of the Ministry of Education of the Russian Federation as the main operator of
financing basic research in higher education institutions, allowing to establish recommendations for
other federal executive bodies in determining the amount and procedures for the distribution of
subsidies to subordinate scientific institutions;



* The lack of a common guideline and regulatory methodological support of state projects in the field of
science;

« Duplication of research themes at the stage of forming state projects in the field of science.

The solution of the above problems is only possible if the system approach to the formation of a

project request in the field of science is changed - the transition from the state order system to

the “public” order system.

This system should be grounded on the following principles:

1) Competition (when forming a public request, there should always be alternative solutions, while
there should be competition at all levels — competition of performers, competition of main
managers of budget funds among themselves, as well as concerning funds and development
institutions for budget allocations);

2) Competent customer;
3) A balance between the public order system and research by initiative;

4) The allowance of reasonable risk in the implementation of scientific, technical and innovation
activities;
5) Publicity of making of the public order.

Of course, the discussed transformations should be done with adaptation to the configuration of
government bodies and, above all, the composition of the ministries. In this sense, the separation
or merging of the regulation of scientific and educational spheres can significantly change the
relevant regulatory system. It should be mentioned that the above considerations concern
practically only domestic Russian innovation projects. In general, the following conceptual
framework for the transformation of Russian innovation sphere in terms of its regulation on the
part of government bodies is proposed:

1) An integrated organizational and economic innovation mechanism is being created (similar
mechanisms can be seen, in particular, in organizational and economic methods, levers, tools for
influencing managed objects) based on a comprehensive systems engineering design of internal
and external innovation environments;

2) Testing of innovations is done in public administration of the economy and their refinement is
based on the results of this testing;

3) Management innovations are introduced for general use.

4. Conclusions

The stated considerations provide a reason to form the following conclusions and
recommendations:

1) In general, for the period from 2000 to 2017 in the structure of expenditures on research and
development, the sectors of science show an increase in the total amount of domestic
expenditures on research and development of specific part of the state sector (from 24.4% to
30.4%) and the higher education sector (from 4.5 to 9%).The part of business sector over the
years has decreased from 70.8 to 60.1%;

2) The current situation in the area of innovative development of the Russian economy is in bad
condition and reveals pronounced tendencies for aggravation, especially in the areas of critical
high production technologies. This creates strong social threats to national security;

3) One of the main forming causes of the innovation crisis is the low management quality,
including state regulation, which is done empirically;

4) The existing regulatory framework is represented by unsystematic conglomerate of federal
laws, decrees of the President of the Russian Federation and regulations of various levels. It does
not contribute to the accelerated development of productive innovation activity;

5) It seems necessary to synthesize a scientifically based mechanism for innovation
implementation and legal regulations for its functioning.
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