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Abstract

One of the important factors in increasing the efficiency of small and medium-sized businesses and
maintaining their competitiveness is the implementation of innovative activities. Most entrepreneurs are
always interested in innovative activities. However, having chosen an innovative business, it is necessary
to study all of its features, since the difficulties arising in the implementation of entrepreneurial activity
are reflected in the innovation sphere. One of the problems of innovative activity among small and
medium-sized enterprises, as a rule, is the lack of material and technical base. Often, their funds are
insufficient and, in order to successfully implement innovative projects, there is a need for outside
support. Stimulation of innovative activities of business entities by the state is carried out through forms
of incentives. Based on the analysis of existing state programs containing various forms of stimulating
innovative activity, as well as regulatory legal acts establishing the procedure for their provision,
provisions were identified that were taken as criteria for choosing the optimal forms of state support. The
use of the considered criteria will make it possible to choose suitable forms of stimulating innovation
activity by small and medium-sized enterprises, ensuring the effective implementation of innovative
projects, taking into account the complexity of the implementation of the innovation process and the

characteristics of the enterprise.
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1. Introduction

The introduction and development of innovations over a long period of time is one of the
fundamental factors in increasing the efficiency of small and medium-sized businesses and a priority area
of state economic policy (Federal Law No, 2014; Federal Law No,1996; Federal Law No, 2007). Often,
the possibility of implementing innovative projects is in no way connected with business, since the
innovation process involves research and development activities, significant financial investments. In
most cases, entreprencurship is associated only with the provision of services and a small scale of
activity. Of course, most small and medium-sized businesses are not associated with the implementation
of investment projects that can be implemented by large enterprises, however, certain types of
innovations, related, for example, to modification, improvement, development in certain industries, are

available to the business sector.

2. Problem Statement

Possessing undeniable advantages in the implementation of innovative processes due to the
mobility of the transition to innovative projects, with a precise focus and narrow specialization, as well as
other factors, the sphere of small and medium-sized businesses is becoming more and more attractive for
the implementation of innovations (Resolution, 2017; Tishchenko,2018). However, the implementation of
innovative projects by business entities is associated with certain difficulties and risks.

Today, most of the problems associated with business development are caused by the
shortcomings of state economic policy, since the parameters of the external environment where small
business development takes place largely depends on it. The indisputable fact is that business entities in
the implementation of innovative activities need constant support from government bodies. Currently,
there are various programs of state support that contain a significant number of forms and methods
(economic, financial, tax) to stimulate innovation (Galcheva, 2020; Government of the Russian
Federation, 1999; Passport of the national project, 2018; Saakyan, 2014a; Saakyan, 2014b; Vlasova et al.,
2019).

There is a need to study the existing forms of support, their choice and the possibility of their use

3. Research Questions

The analysis of the existing forms of incentives made it possible to identify the main criteria
underlying each of them, namely: the conditions of provision; basis of provision; order of receipt; term of
receipt of the incentive form; the period for which the incentive form is provided (Department of State
Target Programs and Capital Investments of the Ministry of Economic Development of the Russian
Federation, 2020). In addition, speaking about the innovative activities of small and medium-sized
businesses, an important addition is such criteria as: location of the enterprise; risks arising at the stages

of the innovation process.
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4. Purpose of the Study

As already noted, state support for innovative activities of business entities contains a set of
measures developed by both federal and regional legislation. However, enterprises often do not have
complete information about the existing forms of state support, about the possibilities of their use, about
additional benefits. Many business entities need assistance, which consists in consulting, clarification of
regulatory legal acts that establish the rules and procedures for the application of forms of state support,
in the provision of premises and/or equipment for the implementation of innovative activities, in
additional financial resources.

The probability of success of an innovation is directly related to the speed of implementation of
the innovation process . Sometimes the implementation of an innovation is extended over a long period.
And during this time, other types of competitive innovations can be developed, as a result of which the
product will no longer have great value. Therefore, in order to successfully implement innovative
activities, it is important to understand at what stage an enterprise needs government support and, if the

need arises, then by what form of stimulation.
5. Research Methods

Having considered the current state of innovative activities of small and medium-sized businesses
and having analyzed the existing forms of incentives and formulating the criteria for their selection in

order to identify the most optimal and preferable, an algorithm has been developed.
6. Findings

Let us consider the procedure for choosing the forms of stimulating innovation through the
algorithm presented in Figure 1.

The location of the business entity is one of the important criteria. There are technical and
innovative special economic zones (TISEZ), which are intended for the development of subjects of the
innovation sphere, the development and implementation of scientific products (Federal Law No, 2005). If
an economic entity has the right to become a resident of such a zone, it is provided with additional
benefits, special conditions prescribed in the relevant legislative acts, which facilitate the conduct of
innovative activities (Portal of the Innovation Promotion Fund, 2020).

If a small and medium-sized enterprise (SME) is not a resident of a TISEZ, then in order to choose
a form of incentive, the following criterion is considered—the stage of innovative activity (IA).

When considering this criterion, the activities of the enterprise play an important role. For
example, an enterprise is engaged only in fundamental research (FR) and research and development
(R&D), or vice versa, only in experimental design (ED).

Financial support of projects can be carried out at any stage of innovation activity on a non-
refundable basis (NR), i.e. provision of funds for a certain time without a refund, or on a repayable basis
(RP), i.e. provision of various funds for a specific time with the obligation to return them by a specified

date with interest payment.
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Figure 1. Choosing forms of stimulating innovation

Each stage of the innovation process has its own risks. At the stage of fundamental research and
research, as a rule, the risks are very high due to the high degree of probability of negative results. At
such stages, preference is given to forms on a non-refundable basis of provision, it is more favorable for
stimulating the innovation activity of enterprises (for example, such forms as budget allocations,

government subsidies, extra-budgetary funds, grants and other forms).
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At the stages of development and commercialization (C) risks are reduced, and it is possible to
consider forms of incentives provided both on a non-refundable basis and on a refundable basis. In
addition, at any stage there is an opportunity to get support from regional business incubators by
becoming their resident. The main activity of business incubators is provision to residents of equipped
office space; provision of services for organizational support of residents; assistance in organizing
business and in attracting financial resources to the project.

If any of the provisions is not met, the entrepreneur considers another form of incentive. If all the
conditions are met, the following criterion is considered: the period for which the incentive form is
provided.

The deadline for obtaining the incentive form is the time from the moment the enterprise submits
an application (Ta - the application submission term) to the provision of investment resources. It is
important that the funds are received on time. The deadline for obtaining the incentive form must not
exceed the date for the beginning of the project implementation (Tb). If this condition is not met, then
there may be a possibility of non-receipt of funds at the right time, which, in turn, may lead to the
suspension of an innovative project.

If the deadline is not met, and the economic entity does not have time, a decision is made to
choose another form. If the condition is met, the following criterion is considered: the period for which
the incentive form is provided.

The average period for which the form is provided is from 1 to 3 years. Quite a favorable period
for business entities, since the average payback period of a company is 2 - 3 years. The main thing is that
the period for which the form of incentive is presented (Pp - the period of provision) is less than the
payback period (Ppb).

The criterion under consideration is especially important for forms of incentives provided on a
refundable basis. If the incentive form is not irrevocable, then all the criteria are passed and the form is
received. If it is a repayable basis, it is necessary to take into account the period for which the form of
incentive is presented, which should be less than the payback period. In this case, the incentive form will

be received on time and for the required period of time.

7. Conclusion

Taking into account the complexity and peculiarities of conducting innovative activities, business
entities, like all enterprises, need support from the state. State support is implemented through a variety of
incentive forms, the choice of which is important for the successful implementation of an innovative
project. Due to various reasons, in most cases, entrepreneurs are faced with the difficulty of choosing the
most suitable of the existing forms that meet all the characteristics and requirements of a particular
enterprise. The use of the described criteria will make it possible to choose the most preferable forms of
stimulating innovation activity by small and medium-sized enterprises, ensuring the effective

implementation of innovative projects.
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