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1 Introduction / Beegenue

In the modern economic and sociological literature, there is a perception that currently competition
1s not rivalry for the possession of resources, wealth, and capacity for innovation. In the world economic
literature, "Innovation" is interpreted as the transformation of potential scientific and technological pro-
gress into real, embodied in new products and technologies. The mechanisms of this transformation are
considered in a special branch of sociological knowledge - innovation (the science of purposeful
changes, innovations in social organization).

According to the American sociologist and economist P. Drucker, innovation is an economic and
social concept rather than a technical one, since even in the case of technical and technological changes,
the value and consumer qualities extracted by the consumer from resources change.

Today, it is widely believed that the business world is going through a phase of rampant inflation,
falling profits, social unrest and increased political instability. Therefore, the ability to perceive innova-
tions and overcome difficulties has become an actual characteristic of a professional Manager. In this
regard, there was a system of innovation management.

Innovative management is one of the arcas of strategic management carried out at the highest level
of the company's management. Its purpose is to determine the main directions of scientific, technical
and production activities of the company in the following arcas: development and introduction of new
products (innovation); modernization and improvement of products; further development of production
of traditional products; removal from production of obsolete products.
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2 Materials and Methods / Matepuaasl u meToas!

In the literature, there are many definitions of the term "innovation" (lat. - "innovation"). This term
came into scientific use in the XIX century as an antonym of the term "tradition".

Currently, the concepts established by the Oslo Manual and reflected in International standards in
science, technology and innovation statistics apply to technological innovation. According to these
standards, innovation is the end result of innovation, embodied in a new or improved product introduced
in the market, a new or improved technological process used in practice, or a new approach to social
services. Thus, innovation is a consequence of innovation.

In our opinion, speaking about the need for innovation in management, we should recall the words
of a famous innovator in organization and management Henry Ford, in his book "My life - my achieve-
ments": "All public institutions of man for thousands of years served the main goal - to protect against
changes or at least - slow down these changes. Throughout history, change has been seen as a catastro-
phe, and immutability has been seen as the goal of man's organizational efforts."

At present, the life cycle of a product or service is rapidly decreasing, but consumer demands are
increasing, and competition is intensifying. Innovation is the key to the success of any organization.
Efficiency, and in some cases, the survival of the enterprise depends largely on how it is adaptive to the
external environment, to what extent its structures are flexible, mobile, what is its ability to innovate
[1]. The ability to introduce innovations in the organization serves as a sign and criterion for the level
of professionalism of managers.

According to austrian scientist I. Schumpeter there are five groups of typical changes:

1.Use of new equipment, new technological processes or new market support of production (pur-
chase and sale).

2 Introduction of products with new properties.

3.Use of new raw materials.

4.Changes in the organization of production and its logistics.

5.The emergence of new markets.

It should also be noted that "innovation" and "innovation process" as concepts are not unambigu-
ous, although terminologically similar. The innovation process is associated with the creation, develop-
ment and dissemination of innovations.

Prigozhin consider that the innovation process as a system phenomenon can be divided into three
main stages:

1.Detection of the change impulse based on the analysis of information coming from the external
environment;

2.Awareness of the need for change, associated with a deep psychological breaking of stereotypes,
past experience, with a crisis of consciousness;

3. Implementation of innovative activities.

Analysing existing world practice we came to the conclusion that the driving force of innovative
development is the competitiveness of the enterprise, which must be constantly maintained and im-
proved. Companies increase the number of consumers only because of innovations, strive to compete
with each other and thus are motivated to improve their financial performance. Guarantee of competi-
tiveness of the enterprise is the level of its technological development [2]. Only those companies that
do not stand still, move along the path of innovation, and therefore respond quickly and flexibly to
changes in the competitive environment, market requirements, effectively organize their production pro-
cess, optimize the management system are able to stav on the market and develop further in the condi-
tions of tough market relations. In a rapidly changing environment, only advanced companies can sur-
vive, weak, non-developing players can not hold their positions [3]. However, it is worth considering
the fact that not all innovations lead to increased competitiveness of the enterprise. It is necessary that
they be oriented to new markets and contain unique developments.

It is necessary to take into account that any innovation requires significant financial investments,
characterized by the duration of the research and production cycle, uncertainty of the final result and,
consequently. high risk. In the area of innovation, there is often no direct link between the size of in-
vestment and the return on investment [4]. Therefore, the interest of enterprises in innovation is low,
innovation remains underinvested, resulting in low competitiveness of products. In this regard, the role
of'the state is particularly important in the transition to an innovative way of development, which should
create specific incentives for private organizations to develop innovations, promote cooperation between
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the state, the business sector and the higher education sector in the field of innovation.

The rate of internal expenditures on research and development in percentage of Gross Domestic
Product (GDP) is the principal in conducting international comparison of scientific-technical and inno-
vative development. To ensure technical superiority, Research and Development (R&D) expenditures
should be at lcast 2-3% of GDP. In Germany, the figure is 2.98 %, UK - 1.73%, Japan - 3.35%, Canada
— 1.69%, USA — 2.79%, China — 1.98%. The level of this indicator in Russia does not exceed its level
in developed countries.

Table 1. Intensity of GDP in 2012-2016, %

Rate 2012 2013 2014 2015 2016

Russian Federation 1,130 1,091 1,126 1,133 1,187

As shown in Table 1, until 2014, the share of domestic research and development spending in GDP
did not exceed the level of 2012. Any innovation is aimed at improving the competitiveness of the
company in the market environment. For a long time, companies have invested in technological and
product development. Of course, this is important for the stability of the company, but modern realitics
dictate new requirements. It is organizational and managerial innovations that become a decisive factor
in the success of an enterprise.

However, in the current economic conditions, Russian entrepreneurs can not deal with innovation.
In order to gain a competitive advantage, Russian enterprises do not need to innovate. They use other
tools to attract customers. Therefore, the introduction of new technologies has received little attention.
Companies do not need to invest in R&D and improve their technological level. Even with low produc-
tivity, the company will be quite profitable [5]. About 36.8 % of companies do not invest in the devel-
opment of new products and technologies. Enterprises prefer to use and adapt existing technologies and
products, the share of such is about 29 %. But companies willing to invest in the development and new
technologies, no more than 23.3 %. And only 10.9 % of enterprises are focused on entering the world
market with new unique technologies and products.

In the Russian economy, as a rule, it is widely belicved that first it is necessary to modernize the
production base and only then engage in innovative developments. This explains the low level of in-
vestment in R & D (research and development) [6]. Nevertheless, investments in the development of
production capacities and innovative activities not only do not interfere with each other, but complement
it. Enterprises that have been actively investing in the development of new products and technologies in
recent years are the most successful. At the same time. the share of companies that did not invest in
R&D remains high (36.8 %).

In addition, consumer requirements for the quantity and quality of products determine the level of
activation of innovative processes of the enterprise. Generation of innovations (cardinally new com-
modity positions) is a key task of innovative activity of the enterprise. Investment volumes for innova-
tive projects are determined by the relevance of consumer needs in a specific product group [7]. The
need for technological innovations consists of the degree of their potential implementation, the predom-
inant technological dominants, sufficient financial component. Also, high value in the intensity of inno-
vation processes in the enterprise have the volume of supply in the market, affecting, in turn, the price
resource line [8]. That is, the correlation aspects in terms of assistance to the state or business structures,
in the form of resource support (Finance, personnel, raw materials).

In spite of some decrease (in the period) of innovative activity (Fig. 1 [4, 9]) to dominate the in-
dustry market, strengthen competitive positions, enterprises need to intensify innovation processes to
improve production efficiency

3 Results and Discussion / Pe3yabTaTsl u 00cyRaeHue

The achievement of significant results in the development of innovation among a wider range of
enterprises in the near future is problematic due to the existence of a number of factors that constrain
innovation development:

1. The lack of significant experience in innovation in market conditions has a major impact. The
roots of this problem go back to the past and are associated with the orientation of research organizations
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to perform state, mainly military-industrial, orders and the lack of previously opportunities for self-
introduction of new products to the market.

Innovative activity of organizations (in the period), in percent
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Fig. 1. The level of innovation activity of business entities (by region), in the period from 2010 to
2016

2. The legal basis of innovations has not been developed, The Federal law "on innovation in the
Russian Federation" has not yet been adopted in the legislation of the Russian Federation, although its
preparation was started in 1998. The government does not sufficiently control the activities of state
customers, pays little attention to the practical use of the results of R&D financed from the Federal
budget, does not ensure the wide dissemination and use of market mechanisms for the support and de-
velopment of science [10]. The share of budget funds in innovation costs of enterprises docs not exceed
5%.

3. The current tax legislation contains only a limited set of benefits for enterprises engaged in in-
novation, which has a negative impact on the scale and pace of scientific and technological progress. As
a result, with significant scientific potential, innovative activity is characterized by low indicators of
innovative activity. According to the survey of the the Analytical Center for the Government of the
Russian Federation , the share of enterprises engaged in innovation was 32%.

4. The problems of training and securing qualified personnel in domestic science and industry are
becoming more acute [11]. Due to low wages, lack of assistance from the state in the acquisition of
scientific equipment, young people leave science, experts go to work in foreign scientific laboratories,
there is a so-called "brain drain" and aging of scientific personnel.

5. The innovative development of enterprises is also hampered by the unfavourable business cli-
mate due to, on the one hand, the high level of fiscal pressure, on the other hand, the inactive role of the
state in the protection of property rights, weak support for innovative enterprises and the lack of equal
conditions for competition. State programs have little impact on the innovative activity of industrial
enterprises. Thus, according to the majority of the surveved managers, 95%, "participation in state sup-
port programs" did not have a significant impact on the innovative activity of enterprises.

6. Transaction costs and administrative barriers to innovation remain extremely high.
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In addition to these constraints on innovation, there are obstacles related to poor enterprise man-
agement and a low level of corporate culture. Unfortunately, quite often managers of companies act only
in their own interests or in the interests of a narrow group of shareholders.

Domestic problems of domestic producers significantly slow down their innovation activity. Infra-
structure plays a key role in the functioning of the enterprise innovation system [12]. With the lack of
effective management of innovation processes, the lack of structure and coordination is not provided by
the flow of information, knowledge, technology, market flows, interacting with different structures.

The underdeveloped level of innovation policy of the enterprise and technology marketing leads to
the inability to reliably predict, identify consumer preferences and respond accordingly.

When choosing the direction of innovative development of the enterprise should be based on the
available technical and economic opportunities, industry and other factors. Evaluation of innovation will
allow enterprises to objectively assess their internal capabilitics to successfully engage in innovation,
thereby contributing to the efficiency of enterprises, improve competitiveness.

Undoubtedly, innovation increases the competitiveness and efficiency of the enterprise, but it is
necessary to objectively assess their capabilities before you engage in innovation. Innovation develop-
ment is a complex process [13]. Its implementation is impossible without a well-built system, which
includes: setting objectives, resource assessment, development of business processes for innovation.
There are already positive changes in this direction, but the activity of enterprises in this area is still low.
We need a set of macro and microeconomic measures and efforts at the state level, combined with the
iitiative of entreprencurs themselves. Organizational, administrative, legislative and economic
measures are required [14].

According to author, the state should pay attention to strengthening the link between science and
production. This requires:

- training of specialists whose task will be to stimulate the interaction of science and industry:

- develop special measures to support innovative projects. With these tools, the whole cycle can be
combined into one system, from research to market entry. Research institutes and Russian enterprises
can be involved in this process at the same time.

- encourage joint participation of research institutes and enterprises in innovation and R & D pro-
jects.

Also, the author believes that the problem of inconsistency between R&D management and inno-
vation activity is especially important because of the General fragmentation of national innovation sys-
tem (NIS) in Russia. There are many agencies that are responsible for implementing their own program.
Such disunity hinders the consistent implementation of national innovation policies, and there is a lack
of coordination between functions and authorities at different levels. There is no clear distribution of
competencies at different stages of the innovation program. On behalf of the President, Agency of Tech-
nological Development is being established in Russia. Its main purpose is to attract innovative technol-
ogies to the Russian Federation [15]. At the same time, a proposal to organize a project office of the
national technology initiative is being prepared. Its launch is expected on the basis of the Russian gov-
ernment’s fund of funds and the development institute of the Russian Federation. Then it is planned to
allocate it to a separate organization outside the Government fund of funds Development institute of the
Russian Federation (RVC system). In addition, proposals for joint financing of R&D have been made
to certain preferential systems. A large share in the financial support of the program is still occupied by
the so-called funders (this is both official assistance and private funding). Although funder support stim-
ulates some innovative programmes, it cannot be seen as a stable instrument in the long term.

In addition, the attraction of external financing may carry certain risks for the implementation of
the NIS strategy.

Such support can form a dependency and then lead to the development results moving into the
sphere of private interests [16]. At the state level, it is necessary to bring the programs implemented
with the involvement of funders in accordance with national priorities. In the future, the task of the
authorities should be to reduce the share of external funders in support of innovation. To implement this
strategy, the following measures can be proposed:

develop in the long term additional scenarios to increase own public funds allocated to support
innovation, while reducing funder investment;

- to develop a system of indicators, according to which the Government and funders will Finance
programs to promote innovation aimed at achieving national strategic goals;
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— to regularize the system of innovative activity management in order to minimize the load on the
coordination mechanisms.

4 Conclusion / 3axnrouyenue

In summary, coordinated action is crucial because of limited finances, staff and time for good re-
sults. Only an agreed plan would avoid inefficient use of resources, duplication of processes and sus-
pension of projects. It is necessary that the economic community, represented by industrial enterprises,
responsibly expressed its desire to develop a constructive dialogue with the authorities in order to deter-
mine the beneficial directions that will allow to develop innovative activities in the industry, as well as
for the resource support of economic growth.

Therefore, the state and the economic community are partners which, thanks to consolidated ac-
tions, can regulate the growth of innovative activity of the enterprise. It is the coordination of common
efforts between the state and the economic community that is one of the most important organizational
tasks, allowing to solve the problems that exist in the innovative activity of enterprises today, so that it
is possible to ensure sustainable innovative development of the Russian economy.
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