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Innovative and industrial development: specifics of interrelation

Abstract. An analysis of methods to overcome the crisis of 2008 and the dynamics of post-crisis development in countries around 
the world has shown that the less significant was the impact of the crisis on the economy, in which there is a more developed 
industrial sector. Accordingly, the actual problem is to stimulate industrial development. At the same time, the specificity of the 
current stage is that it requires not only quantitative changes in the volume and structure of industrial production, but also qualitative 
transformations. They are associated with the promotion of innovative technologies  within production. The purpose of the article is 
to study the innovation and industrial development, as well as specific circumstances of such a process taking into account existing 
institutional constraints observed both in our country and abroad. The authors used theoretical and empirical methods to conduct the 
present research, in particular the methods of literature review, retrospective, logical and systematic analysis and statistical research 
methods. The article presents the results of the analysis of socio-economic and industrial development of countries in the post-crisis 
period in relation to the process of innovation development. The authors have found out that the developed industrial potential of 
innovation substantially contributes to sustainability of economy during a crisis. They have offered directions in which it is possible to 
stimulate innovative development of industry in the post-crisis period. The article deals with the specifics of the interrelation between 
of innovation processes and production potential of industries. It has been determined that industrial and innovation policies in the 
post-crisis period should be one of the priorities of state regulation of the economy. It is indicated that this regulation must be more 
responsive to the country-specific interrelation between innovation and industrial development. The authors have shown a need for the 
«new industrialization» a number of countries around the world, based on the introduction of innovative technologies into production.
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Анотація. Стимулювання інноваційного розвитку є однією з важливих цілей сучасної економічної політики. При цьому 
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1. Introduction. The problem of innovative development of 
socio-economic system is actual for many countries, for both 
the developed and the developing world [1]. Innovative so-
cio-economic changes whether quantitative (economic growth 

acceleration, increase in production volume and consumption, 
etc.) or qualitative (customer satisfaction upgrading, improve-
ment of the environmental performance, etc.) are associated 
with innovations.
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In this regard, this is not accidental that the United Na-
tions Development Programme (UNDP) pays considerable at-
tention to innovations, pointing them out as the main driving 
factor of the progressive development of our time [2]. At the 
same time, the issues of innovative development are consi-
dered somewhat separated from the issues of industrial de-
velopment. For example, in the report on global industrial de-
velopment for 2013, prepared by the United Nations Industrial 
Development Organization (UNIDO) [3], the creation and dis-
tribution of innovations are not considered and the issues of in-
terrelation between innovation and industrial development are 
not analyzed. Similarly, in the long-range materials of UNIDO 
[4] no attention is paid to the mutual influence of innovation and 
industrial growth. Therefore, this research represents particular 
interest and it is relevant to examine the interrelation between 
innovative and industrial development.

Due to the emergence and recognition of the concept of 
post-industrial society, less attention has been given to indus-
trial development in economic studies [5]. If they are discussed, 
then, as a rule, in the context of solving problems of sustaina-
ble development or the model implementation of catching-up 
development by emerging nations. At the same time, the prob-
lem of innovative development has gained increased popula rity 
among researchers. Its fundamental dependence is defined 
by «tightening» of the economic time, reduced life cycle du-
ration of modern goods, services and technologies, which re-
quires ongoing renovations realised through innovation. Inno-
vations are realised mainly in the 
production sector. Even those of 
them which, at first glance, are 
not directly related to the produc-
tion (e.g. the innovations of pub-
lic management of the e-gover n-
ment technology), are finally ba-
sed on changes in the industry. 
Indeed the equipment used for 
e-government must first be in-
vented, designed and produced 
at the industrial enterprises. On-
ly then it is possible to use it in 
public management effectively. 
Thereby, innovations and indus-
t rial development are closely lin-
ked. Thus, the current scienti fic 
and practical issue is to identify 
the nature of this link.

2. Brief Literature Review. 
In recent years, considerable at-
tention is paid to the issues of in-
novative development of econo-
my since innovation is recogni-
sed to be one of the key factors 
of competitiveness. Thus, in pub-
lications cover specific applied 
ideas and developments, which 
possess innovative capacity and 
prospects of commercialisation 
[6; 7; 8, etc.], as well as forma-
tion, development and institutio-
nal management of national, re-
gional and industrial innovative 
systems [9; 10; 11, etc.].

Thus, the issues of interrelations of innovative and indus-
trial development are mentioned in a fragmented manner, i.e. 
using examples of certain countries and industries or specific 
mechanisms of production and innovative integration [12; 13; 
14; 15; 16; 17, etc.]. To create an integral consistent concept de-
scribing the economic relations in this area, it is not enough to 
accumulate only empirical data.

At the same time, the necessary preconditions for the en-
hancement of researches in this field are now starting to ap-
pear. These preconditions are connected with the transforma-
tions in the real economy including those caused by the cri-
sis of 2008. Today a considerable number of experts [18; 19; 
20; 21, etc.] and institutional structures (at the international, 

national and regional levels) come to a conclusion that it is 
required to change attitudes towards industrial development. 
Therefore, we can see a growing interest in the industrial poli-
cy and in taking measures designed to implement the «new in-
dustrialisation», including in the developed world.

Within this framework, we consider it rational to take a coor-
dinated decision concerning the industrial and innovative deve-
lopment which requires intensification of the relevant theoretical 
and empirical research.

3. The purpose of the article is to find out the specifics of 
interrelation between innovative and industrial development on 
the basis of data analysis of the Russian economy.

4. Results. The analysis of the official data of the Federal 
State Statistics Service of the Russian Federation, submitted 
on its official website (www.gks.ru) has revealed that in recent 
years the innovative activity of Russian industrial enterprises 
remains steadily low (Table 1). During the last five years, the 
share of the organisations performing technological, organisa-
tional and marketing innovations has not changed much and 
is approximately about 10% of the total number of organisa-
tions. Thus, the innovative activity is higher in those economic 
activities which have undergone more advanced technological 
changes: during the specified period (2010-2014) the innova-
tive activity in manufacturing industry averages (average num-
ber) 13.3%, in mining – 7.9%, in production and distribution of 
electricity, gas and water – 5.4%, with an average value for the 
industry as a whole it is about 10%.

Official statistics provides data on innovation activity only 
until 2014. This is determined by the organisation of statistical 
data monitoring system in Russia. The form of statistical obser-
vation No 4-Innovation «Information on the organisation of in-
novative activity» for the preceding year shall be submitted by 
enterprises on 31 August. Accordingly, the official data for 2015 
will be collected only in the second half of 2016, and will be pro-
cessed at the end of 2016.

In this connection, it is interesting to obtain the forecast 
of Russian companies’ innovative activity in the current period 
and for the future. We have fulfilled the forecast of innovative 
activity in 2015-2016 with the use of a linear trend and an expo-
nential trend (Table 2). This is the inertial scenario. It is based 

Tab. 1: Innovative activity of Russian industrial enterprises
by types of economic activity, %

Source: Composed by the authors based on the Federal State Statistics Service data

www.gks.ru
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on the continuation of the trends identified 
in previous years. As can be seen from the 
results, innovative activity in the industrial 
sector in general, as well as in manufactu-
ring industries will not exceed the average 
level for the previous five years. We expect 
the level to be above average in mineral 
production and production and distribution 
of electricity, gas and water.

Our results are consistent with data ob-
tained by other Russian experts [22]. The 
Center for Science Research and Statistics 
gave a forecast of innovative activity of the 
Russian industry considering two scenarios. 
In the baseline scenario, the level of indus-
trial innovation activity in 2015 will be 8.2%, 
in 2016 – 7.6%. According to the optimistic 
scenario such an activity is predic ted at the 
level of 8.2% in 2015, whereas in 2016 it is 
expected to show 7.7%. There exist seve ral 
lower rates of activity (compared with our 
forecast) due to the introduction of restric-
tions on funding in these scenarios.

If we compare the above figures with 
the number of Russian industrial enterpri-
ses during the similar period (Table 3), the 
picture turns out even more impressive. 
Only about 1.4 thousand of mining enter-
prises and about 2.2 thousand of those 
involved in production and distribution of 
electric po wer, gas and water were innova-
tively active. In manufacturing industries, 
about 19 thousand of innovatively active or-
ganizations were in operation, which is five times as much. The 
result is that only promotional development of the manufactu-
ring industries will accelerate the innovative development of 
the economy as a whole.

It should be noted that the given indicators are considera-
bly lower than the same indicators in the developed countries 
of the world. According to the Ministry of Economic Develop-
ment of the Russian Federation, the level of innovative acti vi-
ty of enterprises, for example, is more than 7.5 times higher in 
Germany, about 6 times higher in Ireland and Belgium, about 
4.5 times in Estonia and the Czech Republic if compared with 
the level of innovative activity in the Russian Federation. The 
result is logical: in the Global Innovation Index (version of 2015) 
Russia takes only the 48th place among 141 ranked countries 
of the world [23].

One of the key reasons for this situation is the fact that ef-
forts to stimulate innovation are «cut off» from the industrial po-
licy. It is not accidentally that in the abovementioned rating Rus-
sia has a very modest figure for the private index «Institutions» 
(the 80th place in the world). Moreover even the legi slative re-
gulation of innovative and industrial activity in the country is 
performed by various not closely related laws (Fede ral Laws of 
 the Russian Federation, as of 31 December 2014 No. 488-FL 
«On industrial policy in the Russian Federation» and as of 
23 August 1996 No. 127-FL (as amended on 13 July 2015) «On 
science and state scientific and technological poli-
cy»). As a result, it turns out inefficient and incon-
sistent. In our opinion, it is necessary to harmo-
nise the institutional framework of state re gulation 
of innovation and industrial deve lopment.

The statistical analysis of the data presented 
in Table 1 shows the stability of innovative activity 
of the enterprises. The average relative deviation 
of this index for the industry in gene ral constituted 
4.2%, and it was less than 0.8% for the manufac-
turing industry. Taking into account that the eco-
nomic dynamics during 2009-2013 differed, the 
level of innovative activity of the Russian manu-
facturing industry weakly depends on short-term 
factors of economic environment. It depends on 
more essential parameters, which are of long-
term, strategic (maybe mental) nature.

Tab. 3: The quantity of the industrial operating enterprises 
and organisations in Russia by types of activity

(at the end of year)

Source: Composed by the authors based on the data from Table 1

Source: Composed by the authors based on Russian Industry. 2014: 
Statistics digest / Rosstat. M., 2014; 
Russian Industry. 2012: Statistics digest / Rosstat. M., 2012.

In this regard, the results of the research of innovative acti-
vity of the  Russian large business conducted by the rating com-
pany «Expert» in 2010-2011 could be put in doubt. It attempted 
to identify the reasons of the low innovative activity of enterpri-
ses (according to the responses of their heads). Among those 
were: resource insufficiency (staff shortage; small amounts of 
public financing and co-financing of innovation, the lack of tax 
credit system); also there was a conflict between research and 
development carried out by the scientific and technical sector 
and the industry requirements.

In view of the above, we are sceptical of opinion that re-
source insufficiency is the main constraining factor of innova-
tive development [24, 25]. Thus, we consider the second factor, 
i.e. a conflict between research and development and realities 
of industrial production and the markets, to be more essential. 
It occurs so because of the existing «gap» in the regulation of 
innovative and industrial development.

In case of stimulation of innovative activity the main atten-
tion is paid to the first stages of the lifecycle of innovations. The 
Skolkovo Foundation, a Russian venture capital company, and 
many other entities of the national innovative system are re-
sponsible for the performance of such activities. At the same 
time, the insufficient attention is paid to the final stages of the 
lifecycle. That includes innovations and diffusion, transforma-
tion of an innovative product into a traditional one (not at the 

Tab. 2: Trends in innovative activity of Russian industrial enterprises 
by types of economic activity, %
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expense of technical obsolescence but  due to a large-scale 
expansion), which requires close interaction of the specified or-
ganisations and authorities with industrial business.

5. Conclusions. Accelerated innovative development is a 
pledge of high competitiveness and long-term sustainability 
of economic growth. The analysis has shown that an attempt 
to solve this ambitious task is often made without taking in-
to account the level of development of industrial production 
and apart from the enhancement of institutional incentives 
and a state regulatory policy of the national industrial deve-
lopment. This naturally leads to the low efficiency of efforts. 
As the study shows, industrial development and innovative 
development are closely connected. It requires an integration 
of approaches to management at all levels of hierarchy of the 
socio-economic system.

Thus, the complete theory of regulation and self-regula-
tion of industrial and innovative development has not been 
deve loped yet. In this regard, an important research objec-
tive is to collect and generalise empirical data relevant to the 
interrelation between these two development lines, taking in-
to account the specifics inhering in socio-economic systems. 

Ha ving analysed the Russian practice of industrial and inno-
vative development and its institutional support, the authors 
came to the conclusion that there is a necessity of priority 
encouragement of the manufacturing industry, on the basis 
of harmonisation of industrial and scientific and technologi-
cal policies.

The major findings from our study are summarised as fol-
lows. The level of innovative activity of the Russian manufac-
turing industry weakly depends on short-term factors of its eco-
nomic environment as well as on the financial support of in-
novative activities. To a greater extent an innovative activity of 
the manufacturing industry is caused by factors of long-term or 
strategic nature. Hence, it is necessary to pay the main atten-
tion to such factors. Finally, there is an inconformity of innova-
tive development to realities of industrial production and the 
markets which requires a review of the development lines of 
the national innovative system; its reorientation to support in-
novations at the final stages of their lifecycle (promotion and 
diffusion). It requires close interaction between the elements of 
the innovative system and authorities with the industrial busi-
ness.
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