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Abstract: The article presents the survey results of obstacles to small innovative companies as a case study of Nizhny Novgorod region of Russia

as an area with high innovative potential and great level of socio-economic indicators. Based on the semi-structural personal interviews with

19 experts - the management of support infrastructure, results shows some typical for this region impediments: bureaucracy; lack of trust, poor

collaboration within the innovation system; poor information support; legislative obstacles to innovations and intellectual property protection;

low interest of large companies in collaboration with small ones. The findings and recommendations can help policy-makers to meet the needs

of small innovative companies, and increase the innovative activity of small firms through the improvement of the assistance programs.
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Introduction

Different research shows that innovative ventures give more social
and economic input than non-innovative, owing to the fast growth
of small innovative companies, especially in the high tech industry
(Geroski, 1995; Weigand & Audretsch, 1999).

Small innovative companies face high risks and high costs when they
launch innovative products and implement innovative processes. The
effectiveness of the process of commercialization of innovations by
SME is dependent on their collaboration with infrastructure and tech-
nology support network for innovation development (Zeleny, 2012).
In order to increase the innovation activity and survival of SMEs at
the regional level, it is necessary firstly to conduct a systematic analysis of
the obstacles to their innovation activity that concern functioning of
innovative infrastructure, and secondly, to improve rules and institu-
tions to reduce the obstacles. It proves the relevance of the suggested
research topic.

Good governance affects innovation across several dimensions. Gov-
ernment policy determines the regional infrastructure and signifi-
cantly influences innovations (Sivak et al., 2011). Economic growth of
the country depends on the economic growth of its regions that vary
within the country (OECD, 2013). The right policy and coordination
among different levels of administration can improve competitiveness
of underperforming regions. Thus it is very important to investigate
conditions for small innovative companies’ development at a regional
level. Such conditions depend on the innovation infrastructure of the
region.

In accordance with the Federal Low on Science and State Science and
Technology Policy 1996 innovation infrastructure of the region is
represented by the organizations that enable and assist implementa-

tion of innovative projects, including the provision of administrative,
logistics, finance, information, personnel, and organizational con-
sulting services. Innovative infrastructure can be divided into several
types depending on the kind of support such organizations provide:
financial, information, consulting and business service, personnel, in-
dustrial and technological infrastructure (Dezhina, 2005).

According to the Global Innovation Index report in 2013 Russia
occupies the 51st place out of 141 in terms of innovation development
(“The Global Innovation Index 2013. The Local Dynamics of Innova-
tion,” 2013). At the same time only 5.1% of Russian small companies
were engaged in technological innovation in 2011 (Ramos-Vielba &
Fernandez-Esquinas). It shows the relevance of increasing the inno-
vation activity in Russia and paying attention to the obstacles to in-
novations for SMEs.

Considering significance of SMEs for the economic development and
importance of innovations, we need to identify issues and factors that
negatively affect the development of small innovative businesses in
the Russian regions with high innovative potential and great level of
socio-economic indicators. Nizhny Novgorod region is a good case of
such an example.

Choosing the Nizhny Novgorod region as the research object is justi-
fied by high levels of social, economic and innovative development
in the region. The region took the fourth place in the ranking of in-
novative development in 2012 (Gokhberg, 2014). In the ranking of
innovative activity of regions, Nizhny Novgorod was at the fourth
place (Silvernagel et al.). However, we can see a low level of innova-
tion activity of small business in this region. We can presume that
there are significant barriers in the region to the development of small
innovative companies.
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The suggested article presents and analyses the results of the survey
conducted in 2013 in order to solve that problem and find unique
obstacles for such regions. Based on the semi-structural personal in-
terviews with 19 experts representing the management of the organi-
zations of innovation infrastructure, the issues typical for this region
have been identified.

The findings could be helpful to the policy-makers in their attempt
to meet the needs of small innovative companies and adjust the existing
assistance programs. The suggested recommendations may help
governments to increase the innovative activity of small firms in their
regions. It could also help other countries to anticipate the same is-
sues and adapt their policies to possible impediments that their SMEs
may face.

This way, researchers can use the results of this investigation as hy-
pothesis for their study, and verify the presence of such obstacles in
the considered region.

The paper consists of several parts. The literature review introduces
the general obstacles to innovations and the particular issues that
small innovative companies may face. The next section presents the
selected region and explains the methodology of the research. The
“Results” section describes and analyses the identified barriers. The
last section summarizes the research findings, compares the obtained
results with Russian and foreign researchers, and provides directions
for the future research.

Obstacles to innovations faced by SMEs

Impediments to innovation decrease the innovative activity of firms,
and it is crucial to overcome them. A high risk and low level of surviv-
al of small innovative firms make it necessary to improve this activity
by identifying and overcoming barriers and obstacles to innovation
ventures. The issue of the barriers raises concern of a large number
of scholars who discuss it from different points of view. Some authors
consider barriers to innovations in general, other researchers study
only obstacles to innovations for SMEs. The major part of the existing
research seems to be focused on the general obstacles to innovations.
Most of papers divide impediments into two categories: internal and
external.

One of the first studies of this topic was conducted by Piatier in Eu-
rope. He identified barriers to innovation created by external and in-
ternal environment and ranged them into five enlarged groups that
cover a wide spectrum of smaller ones: research and development
(R&D) policies; general, economic, and social policies; activity of the
national private sector and universities; innovation climate; foreign
countries. Policy, climate, legislation, and standards were included in
the list of the strongest barriers (Piatier, 1984). Some researchers in-
vestigating barriers to innovations in different national and industrial
contexts divide the identified barriers into the same categories: inter-
nal and external. But these obstacles are more specific than Piatier’s ones.

In the other part of works the specific attention is paid to the obstacles
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to innovations faced by SMEs. A survey of high-tech enterprises con-
ducted in China shows that the more innovative a company is, the
more obstacles it meets, but some barriers do not depend on the in-
novation activity of the company (Huang & Chi, 2013). For instance
having assessed the impact of such barriers it was found out that the
most critical impediments referred to the external factors and they
could be divided into several groups: financial, personnel, services of
support infrastructure, access to the information.

As a result of literature analysis we can find several impediments to
innovations that are mentioned in the majority of studies. In this pa-
per we study external obstacles for small innovative companies from
the innovation infrastructure point of view.

The authors considered the emphasis on the lack of financial resourc-
es to be the strongest factor affecting the innovations in small firms.
The research undertaken in Italy shows that the need of additional
financing decreases the R&D activity of Italian manufacturing SMEs
(Mancusi & Vezzulli, 2010). The results show that barriers concerning
managers’ perceptions of issues related to costs are stronger for small
companies, and issues related to human resources are more impor-
tant barriers to innovation for medium-sized firms (Madrid-Guijarro
et al., 2009).

Such obstacle as lack of an appropriate source of finance for innova-
tion companies was identified by several scholars and it means un-
favorable bank credit policies, shortage of venture capital (Galia &
Legros, 2004; Hadjimanolis, 1999; Larsson, 2004; Madrid-Guijarro et
al., 2009; Mohnen & Roller, 2005). Barriers for SMEs related to fi-
nance in different papers concern such issues as: high cost of devel-
opment; difficulties of costs control; lack of financial capital; difficult
access to financial resources (Huang & Chi, 2013; Madrid-Guijarro et
al., 2009; Tourigny & Le, 2004; Xie et al., 2010).

Labor-related problems were discussed by many researchers and they
concern the shortage of skilled and qualified personnel (Arundel,
1997; Baldwin & Lin, 2002; Galia & Legros, 2004; Hadjimanolis, 1999;
Larsson, 2004; Madrid-Guijarro et al., 2009; Mohnen & Roller, 2005;
Vrgovic et al., 2012). Personnel-related obstacles for SMEs are more
specific than for large companies: inability to devote staff on an on-
going basis in the process of creating innovations due to production
requirements; lack of skilled and qualified personnel; lack of technical
experts (Huang & Chi, 2013; Madrid-Guijarro et al., 2009; Tourigny
& Le, 2004; Xie et al., 2010).

Information-related problems refer to the lack of information on
technology and markets as well as dissemination of information
(Arundel, 1997; Baldwin & Lin, 2002; Galia & Legros, 2004; Larsson,
2004; Mohnen & Roller, 2005; Vrgovic et al., 2012). Information-re-
lated barriers to SMEs in papers concern the lack of technical infor-
mation (Xie ef al., 2010).

In literature we can find barriers related to the market. Some papers
consider supply of innovations and market conditions (Baldwin &
Lin, 2002; Mohnen & Roller, 2005; OECD, 2005). Others mention
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lack of customer responsiveness to new goods or services (Galia &
Legros, 2004; Larsson, 2004). The third part of papers concerns lack
of opportunities for cooperation with other firms and technological
institutions (Mohnen & Roller, 2005). In papers we can find one more
market-related obstacle to innovations from the competitors’ side: in-
novation being too easy to copy (Hadjimanolis, 1999).

On the one hand innovative companies face a shortage of resources
because of high costs of their activity (Baldwin & Lin, 2002; Galia &
Legros, 2004; Larsson, 2004; Mohnen & Roller, 2005; OECD, 2005;
Vrgovic et al., 2012). On the other hand they are excessively sensi-
tive to the economic risks (Galia & Legros, 2004; Larsson, 2004; Ma-
drid-Guijarro et al., 2009). As innovation activity is too costly and
risky, companies which are going to start innovation activity can need
some support. Such impediments as insufficient government support
and lack of government assistance were marked in some papers (Had-
jimanolis, 1999; Madrid-Guijarro et al., 2009). Support services are
more demanded by SMEs that is why we separately submit the following
obstacles: lack of technical support and weakness in the technology
market; insufficient government support (Huang & Chi, 2013; Ma-
drid-Guijarro et al., 2009).In order to reduce risks and to support in-
novative companies we can see special infrastructure in the regions
(from buildings to services) including technology support network.
So, several scholars note the lack of regional infrastructure as a barrier
to innovations (Scozzi et al.; Sharma et al., 2012; Zeleny, 2012).

It is necessary to note the institution-related problems. Besides they
concern government bureaucracy, insufficient flexibility of regula-
tions or standards, legislation, and taxation (Arundel, 1997; Baldwin
& Lin, 2002; Galia & Legros, 2004; Hadjimanolis, 1999; Larsson, 2004;
Mohnen & Roller, 2005; OECD, 2005; Vrgovic et al., 2012).

Russian context

In Russia we can find some studies that analyze factors affecting in-
novation activity of Russian companies. Statistical annals identify
indicators of innovation activity of Russian companies including
the rating of factors hindering technological innovations in Russia.
They study all types of Russian companies from such industries as
extractive and IT. The results show that the most significant factors
are typical for other countries, but there are some impediments that
are different: shortage of the legislative norms for innovation activity,
uncertainty of economic outputs from the intellectual property use, a
low innovation potential of the company, and undeveloped innova-
tion infrastructure (Gorodnikova et al., 2014). In some other research
we can see the same significant factors, but authors stress the lack of
legal norms that regulate and support innovation activity as another
main barrier (Kazakova et al., 2009).

We cannot find any papers measuring impediments to innovations
for small companies in Russia. However, hindering factors for small
business in Russia are studied annually by the GEM team. The object
of the research is entrepreneurship at different phases including new
business and established business that belong to a small business cat-
egory. In 2012 they identified several most important structural fac-
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tors that, from the experts’ point of view, influence the small business
in Russia: access to finance, implementations of the innovations, gov-
ernment programs, barriers to market entry, bureaucracy, education,
and government policy. Additionally, they have determined factors
affecting the small business most seriously exactly in 2012: govern-
ment policy, social and economic situation, financial support, and
education (Verkhovskaya et al., 2013).

In this paper we identified obstacles to small innovative businesses in
the Russian regions with high innovative potential and great level of
socio-economic indicators. Nizhny Novgorod region was chosen as
typical case of such a region due to several reasons. Nizhny Novgorod
region has high levels of social, economic and innovative develop-
ment in the area. The region took the fourth place in the ranking of
innovative development in 2012 (Gokhberg, 2014). In the ranking
of innovative activity of regions, Nizhny Novgorod was at the fourth
place (Silvernagel et al., 2009). This area has a lot of scientific institu-
tions, universities and large companies representing different indus-
tries.

The Nizhny Novgorod region was studied previously. As a result of
30 interviews with small innovative companies the main issues faced
by small innovative businesses were found out: lack of venture capi-
tal and grants for small innovative companies; investors’ decision-
making opacity; inefficient information exchange in the community;
a number of issues related to technology transfer (Aleksandrovsky
et al., 2011). However, the opinion of companies cannot ultimately
reflect the real situation and it is important to study the opinions of
experts and representatives of support infrastructure, which work
closely with small innovative companies and understand the barriers
from the other side. In that research we focused on the opinion of
representatives of innovative infrastructure.

Federal Law on Science and State Science and Technology Policy
(1996) gives a broad interpretation of the term innovative infra-
structure and defines it as a set of organizations contributing to the
implementation of innovative projects, including the provision of ad-
ministrative, logistical, financial, information, HR-related, advisory
and organizational services. Dezhina (Dezhina) divides elements of
innovation infrastructure into five main types: financial, information,
consulting and service, personnel, industrial and technological infra-
structure.

It can be summarized that obstacles to small innovative companies
have been widely studied in Russia and abroad and there is a num-
ber of typical barriers. Despite a great number of works devoted to
the development of innovative business barriers at the regional level,
there seems to be a gap in the study of the factors associated with the
functioning of innovative support infrastructure.

So in our research we need to understand what kind of factors con-
cerning the innovative and support infrastructure for small business
exist in Russia, how they are different from foreign countries, but
typical for regions with a high level of economic development and
innovative activity on the whole.
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Therefore, the following research problem can be formulated as fol-
lows: regions with high scientific and innovation potential have their
own particular external obstacles concerned collaboration among
companies and innovative infrastructure.

Methodology

The choice of the Nizhny Novgorod region as the object of the re-
search can be justified by its high level of socioeconomic and innova-
tion development. It is a typical region with a high level of science and
innovation potential, as well as economic development. It includes
high concentration of scientific industrial companies and research
facilities. In 2012 this region occupied the fourth place in the Rus-
sian Regions Innovation Ranking (Gokhberg, 2014). In 2012 the Na-
tional Association of Innovation and Development of Information
Technology also rated innovative activity of Russian regions where
the Nizhny Novgorod region occupied the fourth place. In our days
there are 39 scientific institutions, 21 design bureaus, 14 Universities
and 16 industrial research and development centers(Saavedra, 2009)
(Saavedra, 2009). Additionally, regional business-incubators, tech-
noparks, financial institutions such as business-angels network and
venture fund are existed in the region. So, as a result we can see a lot
of technological companies that were established over the last several
decades in this region. All these factors as usual show a high level of
involvement of small business into the innovative processes. At the
same time we can see a low level of innovative activity of small busi-
ness in the region.

However, certain barriers exist to the development of small innova-
tive companies in the region. Preliminary research findings show that
Nizhny Novgorod region hosts a number of different organizations
that support small innovative businesses and provide the necessary
services in all major areas of innovative infrastructure. It is therefore
essential to find the key issues in financing, marketing, manufactur-
ing and etc., main barriers hindering small innovative companies’ de-
velopment at the regional level.

In spite of the existence of different organizations enhancing innova-
tive infrastructure in the region, not all of them fulfill their functions
and fully satisfy their customers.

The overall goal of the research was to identify the barriers to de-
velopment of small innovative companies in the Nizhny Novgorod
region and find unique obstacles for such regions.

The research is based on the findings from previous studies conduct-
ed by Gokhberg (2014), the OECD (2005), and the outcome of the
empirical study specially designed for this research.

According to the aim of the research, it is a case study, where we used
qualitative methods in order to understand the functioning of key
organizations that support innovative companies. The most appropri-
ate method for data collection for such type of research would be the
semi-structured personal interview (Sekaran, 2003). The guide for

ISSN: 0718-2724. (http://jotmi.org)

J. Technol. Manag. Innov. 2015. Volume 10, Issue 4

the interview was designed according to the type-specific problems
of infrastructure.

Having considered a number of works to identify the problems of
development of small innovative companies in different regions, the
range of barriers was determined. The areas described below were
used as the basis for the current study and for the compilation of in-
terview questions.

Intellectual property protection. In this section experts answered the
question of whether it is difficult to protect intellectual property in the
region. Certain constraints such as protection of intellectual property
exist only in Russia because of the lack of the international commer-
cialization strategy (Gutierrez & Correa, 2012).

Financial support of small innovative companies. In this unit the ex-
perts estimated the level of availability of financial resources for small
innovative companies, how easy it is to get a grant or to find a private
investor. Among the barriers in financial infrastructure it is possible
to identify the lack of proprietor funds of project developers, the lim-
ited public funding (Doloreux, 2004; Kazakova et al., 2009; Madrid-
Guijarro et al., 2009; Savignac, 2006; Sharma et al., 2012; Silva et al.,
2007; Vermeulen, 2005; Xie et al., 2010), a small number of venture
capitalists (Sharma et al., 2012), the high cost of new product devel-
opment (Doloreux, 2004; Silva et al., 2007; Tourigny & Le, 2004).

Information support and availability. In the information section it
was important to get answers to questions such as how the leaders
of innovative projects are aware of the possibilities of state support
for innovation, and about the organizations that provide services and
support to innovative companies and projects, whether it is difficult
to find the necessary information for the project in free access. Con-
straints of the information infrastructure included: the lack of infor-
mation and support from the state (Doloreux, 2004; Madrid-Guijarro
et al., 2009; Silva et al., 2007; Xie et al., 2010).

Consulting support in the region. The questions in this section were
to find out whether small innovative companies appeal to third party
services, what services they want to get access to. Barriers from con-
sulting, and business service infrastructure, according to the foreign
researchers, are the lack of opportunities for cooperation with other
enterprises (Doloreux, 2004; Madrid-Guijarro et al., 2009; Tourigny
& Le, 2004).

Education sphere and personnel. In this block the experts were asked
to evaluate the level of competence of the team of innovative proj-
ects, what kind of competences they lack, if they have problems
with finding, attracting and retaining qualified staff. Among barri-
ers in the sphere of education can be named the insufficient amount
of special educational programs in the field of entrepreneurship and
small innovative business development, low qualification of the per-
sonnel (Madrid-Guijarro et al., 2009; Tourigny & Le, 2004), low and,
consequently, uncompetitive average earnings for researchers in the
global market (Gutierrez & Correa, 2012), low quality of education,
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poor understanding of customer needs, the lack of knowledge on the
development and commercialization of project management skills,
skilled labor deficit (Doloreux, 2004; Kazakova et al., 2009; Sharma et
al., 2012; Silva et al., 2007; Vermeulen, 2005; Xie et al., 2010).

Other factors. It is important to ask firms about other problems that
they face in the implementation of projects, so in this unit experts
were interviewed on the legislation in the sphere of innovation, bu-
reaucracy, about the economic risks of innovation. Barriers from the
organizational and production infrastructure include the difficulty of
getting access to university laboratories (Doloreux, 2004). Corrup-
tion, bureaucracy and legislative weaknesses are also constraints for
Regional Development (Kazakova et al., 2009; Sivak et al., 2011; Ver-
meulen, 2005) and high economic risks (Silva et al., 2007; Tourigny
& Le, 2004).

Results of a similar study gave additional information about the sit-
uation in the region. Previous research was conducted in Nizhny
Novgorod region in 2011, and management of small innovative com-
panies was interviewed. The authors examined the following issues:
protection and use of intellectual property, finance, interaction with
suppliers, information support, and collaboration with other partic-
ipants of the innovative infrastructure (Aleksandrovsky et al., 2011).
To meet the aim of the research it is necessary to cover addition-
ally representatives of the innovation infrastructure of the Nizhny
Novgorod region.

In order to find referent experts for the interview, first of all we ana-
lyzed the database of organizations of innovation infrastructure in the
Nizhny Novgorod region that was provided by the Ministry of Indus-
try and Innovation of Nizhny Novgorod. According to the Ministry,
the database consists of 36 organizations of innovative infrastructure
in the Nizhny Novgorod region. Next, organizations from the base
were divided into blocks in accordance with the type of support they
provide, their aims and functions. Then the information on each was
taken from secondary sources by its activity level in the region as a
support organization in terms of innovation (participation in events
for small innovative business, such as conferences, educational pro-
grams, fairs, business-plan competitions and so on; the flow of proj-
ects seeking the help from these organizations). Additional informa-
tion about these organizations was received from the previous study,
where the respondents were SMEs. In the end we selected the most
active organizations from each group, so that we found out 19 repre-
sentatives of innovative infrastructure.

To conduct interviews for this study the heads of the selected orga-
nizations were taken, because they own comprehensive information
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about the innovative development of the region.

Based on the selected type of infrastructure, interviews were held
with following experts (more detailed information about experts is
presented in the Appendix A):

«  Financial infrastructure: representatives of grant programs, the
Head of the Business Angels Association and the regional ven-
ture fund (3 respondents in this study) ;

o Industrial and technological infrastructure: representatives of
business incubators, technology parks and the Innovation and
Technology centre (4 experts);

o Information infrastructure: top management of the scientific in-
formation center; chief editor of a specialized journal, top-man-
agement of information resources for the actors of the innova-
tive system (3 interviewees);

o  Education and human resources infrastructure: managers of
university programs teaching and training innovative man-
agers and specialists in commercialization of innovations (4
respondents);

o  Expert consulting infrastructure: leaders and experts from
organizations supporting small innovative companies in the
region (business incubators, centers for entrepreneurship, ven-
ture partner of RVC Seed Fund, consulting and intermediary
organizations, innovation and technology centers) (5 experts).

The representatives of the target group gave the information about
the Nizhny Novgorod case in the form of personal interviews. All
interviewers used tape recorders and spent around 30 minutes on
each personal interview. In total 19 interviews were conducted in
2013.

For the analysis of the interviews, each block of questions was consid-
ered separately. A number of barriers that each respondent identified
was drawn up for each block of questions. As a result, the most popu-
lar barriers in each block of questions were identified.

Results

In this part of the article the results of the research are presented. They
are grouped by the type of infrastructure: financial, information, con-
sulting and business service, personnel, industrial and technological
infrastructure.

As the result of the survey, the most important barriers to the small
innovative companies’ development in the region have been defined
for each type of infrastructure (Table 1).
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Obstacles The number of experts noted this problem
Personnel infrastructure. The region has a shortage of qualified project managers, experts in the field of
venture capital investment, skilled marketing experts and engineers. o
Consulting infrastructure. Teams of small innovative companies usually involve technical staff, but have
a gap of competencies in sales, management and marketing. B
Financial infrastructure. The procedure for obtaining grants is complex and bureaucratized. There is a
shortage of venture capital for the seed stage. 10
Information infrastructure. The low level of awareness of small innovative companies and other partici-
pants in the innovation system about events and activities, procurement and types of support. s
Industrial and technological infrastructure. Universities currently have only a technical base (special
laboratories, equipment and technical facilities), but do not seem to provide enough consulting, men- 7

toring and business services.

Table 1. Number of experts noted the most popular barriers in each type of infrastructure.

Personnel infrastructure

This set of issues describes the educational component of the infra-
structure of the region and that of the innovative projects staff.

The table shows that 16 people out of 19 mentioned as the main barri-
er in the area of personnel the shortage of qualified project managers,
experts in the field of venture capital investment, skilled marketing
specialists and engineers in the region.

Vice President of innovation activity of the research university: “We
can see that teams of the projects at the seed and pre seed stages con-
sist only of technical experts and research managers. Teams, which
include consultants and have an efficient structure (board of direc-
tors, people who is responsible for finance and for marketing) can
be found very rarely. They do not conduct any market analysis, they
do not know consumers and do not know how to design a financial
model, how to attract consultants to the Board of Directors and com-
petently protect intellectual property of the project.”

Some experts indicate that the region lacks experts in the intellectual
property management (patent attorneys, lawyers specializing in dis-
putes related to intellectual property protection). Problems connected
with the protection of intellectual property exist mainly in Russia.
This is due to weak legislation in this area. However this obstacle is
typical only for the Nizhny Novgorod region.

Consulting infrastructure

This block includes questions related to consulting and business ser-
vice support of small innovative companies.

Small innovative companies’ teams usually involve technical staff, but
have a gap of competencies in sales, management and marketing. In
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this study 13 respondents mentioned this barrier as the most important one.
According to the experts, they experience shortage of such services
as: market research and promotion of the company; clients search;
getting patents, permits and certification; legal support in the intel-
lectual property management; business accounting services; finding
and attracting grants and investments.

The Director of the Association of Business Angels: “Now more com-
panies are turning to the services of third parties. At different semi-
nars for small innovative companies we constantly call for collabo-
ration with professionals, because without competent management
and marketing it is impossible to bring the project to the market.”

The barriers listed above are characteristics for many regions where
small innovative companies are actively developing. In the investiga-
tions of Larson (2004), Mohnen and Roller (2005), Mancusi and Vez-
zulli (2010), Zeleny (2012) these issues in the field of consulting are of
paramount importance.

However the study of each region can identify its unique challenges.
For the Nizhny Novgorod area such barrier is the poor current service
from business-incubators, innovation centers, universities and other
organizations that cannot meet needs of small innovative companies.
Market services of consulting agencies are too expensive for small
businesses.

At the same time, universities do not seem to create favorable condi-
tions for the development of innovative projects. Moreover, there is
an unmet need for mentoring to package and support projects, and
to hold negotiations with potential customers and investors. It is dif-
ficult to attract businessmen to be mentors and work with small in-
novative companies teams. The system of payment for their help is
only to be created.
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Financial infrastructure

This group describes the availability of financial resources for small
innovative companies. Most experts believe that for the project team
it is difficult to attract both public and private capital for business de-
velopment for a number of reasons.

The first problem mentioned was the lack of financing for high-tech
projects at the seed stage. The procedure for obtaining grants is com-
plex and bureaucratized. Venture capital for the seed stage is missing.
These problems have been identified in studies of other authors, such
as Larson (2004), Huang and Chi (2013), Aleksandrovsky, Butryu-
mova and Nazarov (2013), Hadjimanolis (1999), Baldwin and Lin
(2002), Mohnen and Roller (2005). In this study it is found that 10
out of 19 experts have noted these problems.

A representative of the business-angels network: “As small businesses
often say one of the most serious and important issue is initial fund-
ing. They do not have their own money to finance the project.”

The next deterrent regards private investors. The respondents indicat-
ed that private investors tend to fund less risky, fast payback and small
investment projects. However, if the project has already attracted a
grant, it will be much easier for the team to obtain investment from
private investors. Hadjimanolis (1999), Mancusi and Vezzulli (2010)
have also revealed such challenges in the studies of other regions.

These problems highlighted by many researchers are typical for any
region in many countries all over the world. But the Nizhny Novgorod
region has unique challenges peculiar only to this area. The first bar-
rier is people’s incompetence. Many of the projects that applied for the
investment were not attractive for investors for several reasons: the
majority of the teams do not have enough experienced and compe-
tent staff; many projects failed to undertake the previous study of the
market and competitors; business model and financial model of the
project were poorly designed. Presentation and negotiation skills are
largely absent when communicating with potential investors. Besides,
market services of consulting agencies are not available for small
businesses because they lack money.

Representatives of the financial infrastructure noted a weak flow of
innovation projects that applied for any support in the region.

Information infrastructure

This group describes the innovative projects teams awareness of the
opportunities of the government support for innovation in the region,
activities carried out and the availability of various databases of intellec-
tual property objects, events, participants of innovative market and etc.

In the table above we can see that 8 respondents pointed to the main
problem in this block as the low level of awareness of small inno-
vative companies and other participants in the innovation system of
activities, procurement and types of support. The information about
competitions, grants, tenders is either closed or not widely publicized.
There are problems concerning the poor organization of the informa-
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tion resources in the Internet, a narrow focus, and the lack of sites
collecting and presenting all the necessary information in one place.
Such barriers encounter in many areas around the world, including
the Nizhny Novgorod region, and such researchers as Baldwin and
Lin (2002), Larson (2004), Mohnen and Roller (2005) identified these
barriers in their studies.

The representative of a scientific research university: “Only the most
advanced participants are aware of ongoing activities. This is a
smaller part consisting of the business people who are always looking
for opportunities how to reduce the financial burden that falls on
their company at the expense of certain grants, subsidies and etc.
People of science are usually not aware of the support programs.”

The research participants indicated the obstacles that are specific only
to this region. For instance, a low standard of organization of events
dedicated to the development of innovative companies and projects.
Organizers of such events often chose the inconvenient time and
place, combine multiple activities in one place to decrease costs and
attract more visitors (but not the target audience). It leads to the loss
of interest in such events and, moreover, to the low level of collabora-
tion among actors of the innovation system.

Another major problem indicated is a low interest in such events
from the part of large businesses. Many respondents have noted that
such activities should be funded by large business. However, it will
happen only in case of the increase of demand for innovative prod-
ucts of small businesses in the region.

Industrial and technological infrastructure

The questions in this section relate to the functioning of technology
parks, business-incubators, shared facilities centers, and innovative
infrastructure in the universities.

The main obstacle in this sphere which is marked by 7 experts in the
interview, according to the table above, is that universities currently
have only a technical base (special laboratories, equipment and tech-
nical facilities), but do not seem to provide enough consulting, men-
toring and business services.

The region also lacks incubators or specialized centers based in the
universities (e.g., proof of concept centers), that would involve the
academic community in the processes of technology transfer and
would help to create and develop innovative projects.

The representative of the Venture Fund of the Nizhny Novgorod region:
“Business incubators are a very effective mechanism to support compa-
nies of the Nizhny Novgorod region. Business incubators are developing
in the universities now. However there is lack of innovative managers
who could facilitate these processes. There is a shortage of competent
people who are able to develop these processes. Basically, the whole busi-
nesses are built on human relations in the team.”

Besides, according to the experts, there is a shortage of prototyping cen-
ters and centers of test batch manufacturing in the region as it is not
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profitable for large enterprises to produce small batches of products.
Moreover, the existing industrial parks mostly focus on IT-industry
and do not have specialized areas, equipped for production. These is-
sues are typical for the regions where the development of innovative
business has begun only recently, including many regions of Russia.
Kazakova, Nasedkina, and Frantsuzova (2009), Huang and Chi (2013),
Tourigny and Le (2004) also found such barriers in their studies.

As a result of this research some problems have been brought out,
which are not presented in other regions. Several types of incubators
and technology parks’ services exist only on paper and are not provided
in reality. Consulting support to the residents of incubators and tech-
nology parks is provided by the staff of these organizations, they do not
have any means to pay for professional services from external experts.

The interviewees noted a weak influx of residents to the existing incu-
bators and technology parks. The number of projects that meet their
requirements is extremely small. It can be thus concluded that proj-
ects need to be accompanied and mentored already at the seed stage,
before entering the incubators.

The problems mentioned during the interviews additionally include
constraints that are related more to the functioning of the entire in-
novation system rather than to a specific type of innovation infra-
structure.

The majority of such issues concern intellectual property protection
and the process of technology transfer. Poor legislation for intellectu-
al property protection and low penalties for companies that infringe
intellectual property rights lead to a low demand for the services of
lawyers and low incentives to undertake an innovation activity on
the whole. The lack of demand for innovations from the industry on
the one hand and innovation supply from the scientific community
mismatches the industry need on the other hand. Weak motivation
of scientists to commercialize their intellectual property is rooted in
the high risk of such activity. It hinders the development of the intel-
lectual property market.

The other issue named by the experts is the unfavorable business cli-
mate in the country, in particular, insufficient incentives and benefits
for small innovative companies. Low trust among actors of innova-
tion system leads to poor cooperation. Moreover, some features of
the innovative infrastructure are either duplicated or missing, so the
system obviously has operational deficiencies.

Conclusions

The study attempted to identify the problems and factors affecting
the small innovative companies’ development, which arise from the
interaction between them and the innovation infrastructure of the
Russian regions with a high innovative potential and high level of
socio-economic indicators.

The barriers identified by large Russian companies and other experts
(Gorodnikova et al., 2014; Kazakova et al., 2009; RVC, 2010) demon-
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strate the general problems for innovations in the Russian economy,
but do not focus on the specific features of small business. The sug-
gested research was aimed at confirming several impediments faced
by both small and large companies, such as bureaucracy, underdevel-
oped legal framework, lack of finance, insufficient state support for
innovation, low innovation potential of companies and lack of high-
skilled staff, lack of information about new technologies and markets,
and weakness of cooperation links.

To recapitulate, the project is an attempt to enhance our understand-
ing of problems in the innovation sphere in the region. The study re-
vealed that in addition to the previously identified barriers, there may
appear other restrictions to the innovation development, such as a
bureaucratic process of reception and expenditure of the public funds
allocated to the project; the low level of projects’ elaboration; poor
organization of the information resources; weak awareness of the par-
ticipants of innovative system of the activities of each other and of the
support programs; the weak system of providing innovative compa-
nies with available services of the third-party organizations; lack of
specialists in intellectual property management.

The findings prove the systemic issues that were identified in the pre-
vious research of managers of small innovative companies undertak-
en in the Nizhny Novgorod region in 2011. However the present anal-
ysis has revealed some issues specific to small innovative companies
in the region. The main differences in opinions were in the degree of
projects preparedness and investor activity. According to the experts,
the projects submitted to various funds were poorly designed and
needed the packaging support to attract funding, whereas the project
developers were mostly unable to do that themselves. In the opinion
of the leaders of small innovative enterprises, investors were too criti-
cal about the projects, refused to invest in a risky business, required a
major share of the company, and interfered in the operational man-
agement of the company. Additionally authors of the projects do not
trust investors and they are afraid that the main know-how can leak
out from the project. In contrast, support organizations assure them
that they are ready to collaborate and deal with the authors honestly.

The result of the Nizhny Novgorod case study from a scientific point
of view is a list of factors for further quantitative studies to deter-
mine the influence of the most important factors on the activity and
development of small innovative companies. Particularly noteworthy
are such obstacles as the management and protection of intellectual
property, and legislative barriers to innovations.

The findings of the research could assist policy-makers in meeting
the needs of small innovative companies and adjusting support pro-
grams. Small innovative companies are a driver for economic growth
and it is an acute question for many regions how to support and de-
velop this phenomenon. Therefore, it is necessary to eliminate the
obstacles to small innovative companies’ development. The practical
significance of this research for the government is in improvement
of the situation in the region by implementing recommendations ac-
cording to the infrastructure type.
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Financial infrastructure. The government should facilitate the proce-
dure of obtaining government grants for innovative projects. It’s sig-
nificant to create a seed fund and develop a system to its full operation
and interaction with existing innovative infrastructure elements of
the Nizhny Novgorod region. The government must co-finance in-
novative projects together with private investors to reduce the risk
for each part.

Information infrastructure. It is important to announce ongoing ac-
tivities in different mass media (advertising on billboards, in business
magazines, on the Internet website of the Ministry of supporting small
business and the Ministry of industry and innovation, as well as online
resources of other innovation infrastructure organizations, putting up
posters in universities and business centers). It is necessary to involve
large business in such projects as conferences, competitions, summits
and other events for small innovative business development.

Personnel infrastructure. It is significant for the region to develop and
implement new educational programs in higher education institu-
tions for the training of specialists in the field of venture manage-
ment, marketing, project management, intellectual property protec-
tion. Also, it is advisable to carry out joint activities for teams of small
innovative enterprises and students from such programs as venture
management, innovation management and marketing.

Industrial and technological infrastructure. The state should create
Joint Use Centers and prototyping centers for manufacturing produc-
tion test batch. It is important to develop technology transfer centers
at universities that would really work and help project goes not only
to the Russian market, but also abroad.

Results of the Nizhny Novgorod case study may help other countries
to predict the same issues and adapt their policies to possible impedi-
ments that their innovative companies may face. Moreover, research-
ers from other countries can use the results of this research as hypoth-
eses for their study. They don’t need to look for what barriers there
are in the region, and their purpose is to verify the presence of such
obstacles in the studied region.

For the regional government it should be recommended to improve
support programs in such aspects as collaboration among partici-
pants of innovative infrastructure, launching of the seed financial
mechanisms, more educational programs for managers of innovative
projects, better provision of access to the information resources, men-
torship support programs, and special support for manufacturers.
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Appendix A

List of respondents

1.

10.

NP “Business Angels Association” Start Invest”, Director.

Administration of the Nizhny Novgorod Region, Deputy Governor,
Deputy Prime Minister of the Nizhny Novgorod region.

Nizhny Novgorod Venture Fund, Deputy Director.
Innovation and Technology Centre, Lobachevsky State
University of Nizhny Novgorod - National Research
University, Director.

The Institute of Applied Physics of the Russian Academy
of Sciences (IAP RAS), Head of innovative program

department.

Innovation Business Incubator of the Nizhny Novgorod
Region, Deputy Director.

SarovTechnopark, Head of Investment Department.
Nizhny Novgorod Scientific Information Center, Director.

Nizhny Novgorod Scientific Information Center, Deputy
Director.

The Angel Investor Journal, Chief Editor and Publisher.
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11.

12.

13.

14.

15.

16.

17.

18.

19.
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National Research University Higher School of Economics,
City of Nizhny Novgorod, Dean of the Advanced Training
Department.

Lobachevsky State University of Nizhny Novgorod - National
Research University, Head of International Business Program
EURECA.

Youth business community “Koleso”, Executive.

The Ministry of Education of the Nizhny Novgorod Region,
Deputy Minister.

Venture Company “Start Investment”, Director.

Nizhny Novgorod State Technical
R.E. Alekseev (NSTU), Associate Professor.

University n.a.

National Research University Higher School of Economics,
City of Nizhny Novgorod, Deputy Head of the Center for
Entrepreneurship.

Marchmont Founder.

Capital Partners,

State University of Nizhny Novgorod - National Research

Lobachevsky
University, Vice-rector for Innovations.
Business Angels Association “Start Investment’, President.

National Research University Higher School of Economics, City
of Nizhny Novgorod, Head of Venture Management Department.



