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Summary: The change of the direction of the development of the Russian economy requires 

the transformation of methods for regulation of innovative activity of economic agents. The 

polarization of the national economic space determines the significance of the improvement of 

regional instruments to support innovative activity of entities. The aim of this work is to study 

the effect of the interaction between formal and informal institutions of the local market on 

the development of innovative relations, to study measures to support innovative activities in 

geographically localized formations of the Russian economy. The article highlights the main 

tools to stimulate innovative activity of economic agents at the local level in the economically 

and technologically developed countries. A comparative analysis of the structure of the 

sources of financing innovative activity of individual countries such as the US, Germany, 

France, China is presented. It is concluded that the largest amount of investment in research 

and development in these countries is given by the business sector. The role of informal 

institutions, their influence on the development of innovative activities in geographically 

localized formations is shown. The concept “regional economic culture” is regarded as a set 

of informal behaviors of individuals, aimed at the creation, implementation and preferential 

use of innovation and product innovation in their activity as a key factor in the 

competitiveness of the economic entity and geographically localized formation. The issue of 

congruence of formal and informal institutions that support innovation in the regions of the 

Volga Federal District is discussed. The models of interaction between formal and informal 

institutions in the context of innovative activity of the regions of the Volga Federal District 

are presented. The conclusion about the necessity of active creation of regional economic 

culture based on the promotion of innovative ideas and the creation of the demand for 

innovation is made. After conducting the SWOT-analysis of innovative development of the 

Republic of Mari El, the following ways of increasing innovative activity in the region were 

proposed: direct funding of R &D, innovative companies and projects, cooperation between 

manufacturing and research organizations; preferential purchase of innovative goods and 

services within the public procurement; development of information and methodical support 

of innovative activity in the region. 
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 INTRODUCTION 
 

The rapid deterioration of the macro-economic and geopolitical conditions, a high 

level of turbulence observed on the world energy markets, determine the acute need to 

strengthen the innovative activity of all  entities  of  the national  economy.  Implementation  

of  innovative  vector  imposes  newrequirements for the content, forms and methods for 

regulation of innovative relations at the level of geographically localized formations. The 

question of effectiveness of interaction between formal and informal regional development 

institutions arises, as there are closely located areas with similar conditions, but they have 

totally different results. Theory and practice of recent decades clearly show that the main 

factors determining the success of economic development of countries are the processes of  

interconnected  dynamics  of  institutional,  cultural  and  geo-spatial  parameters  of  the  

national markets. Without understanding the role of informal institutions of the market, 

successful modernization of the Russian economy is not possible. Radical reforms, including 

innovative activity of economic agents are always fundamental changes in the life of the 

people connected with their values, beliefs and prevailing stereotypes of behavior. In this 

regard, the study of the interaction between formal and informal institutions in the context of 

innovative activity of territorially localized entities is a relevant direction of scientific 

research.  

 

THE STUDY OF INTERNATIONAL EXPERIENCE IN SUPPORING 

INNOVATIVE ACTIVITY IN THE GEOGEAPHICALLY LOCALIZED 

FORMATIONS. 

 

 Traditionally, researchers pay great attention to formal institutions and innovation 

funding provided by the state. However, the results of the analysis indicate that the share of 

research and development funding provided by the state is much smaller than research and 

development funding provided by the business sector in the most developed economies in the 

world (Table 1). 

 
Table 1. The structure of domestic expenditure on research and development by sources of funding * 

 
Country 

Value, % 
State funding Business sector funding Other national 

sources 
Foreign sources 

Belarus 45.5 45.8 - 8.7 
Belgium 23.4 60.2 3.5 13.0 

Great Britain 28.9 45.6 5.7 19.7 
Germany 29.8 65.6 0.3 4.2 

Italy 41.9 45.1 3.9 9.1 
Canada 34.5 48.4 11.3 5.8 
China 21.6 74.0 - 1.0 

The Netherlands 35.5 49.9 3.6 10.9 
Poland 51.3 32.3 3.0 13.3 
Russia 67.8 27.2 1.0 4.0 

Singapore 38.5 53.4 2.2 5.9 
The USA 30.8 59.1 6.3 3.8 
Turkey 28.2 46.8 24.4 0.6 
Finland 26.7 63.1 1.4 8.8 
France 35.4 55.0 1.9 7.7 
Sweden 27.7 57.3 3.9 11.1 
Japan 16.8 76.1 6.6 0.4 

* based on [9] 
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Table 1 shows that in more developed countries such as Germany, Belgium, China, 

Japan the share of state funding in the structure of domestic expenditure on research and 

development does not exceed  30%. The largest amount  of  investment  in research  and 

development in  these countries accounts for the business sector. Without underestimating the 

significance of the state funding of innovative activities of economic agents, it should be 

noted that systematic approach to the formation of development institutions of the Russian 

economy is very important. 

 

Undoubtedly, the significant role in the economic development of the country belongs 

to the federal institutions, and the polarization of the national economic space, different 

natural and socio-cultural conditions require differentiation of tools used in territorially 

localized entities that defines the importance of the formation and improvement of regional 

development institutions. In order to explore the possibilities of improving the local 

institutional environment, we have analyzed measures to support innovative activities 

implemented at the regional level in the leading economically and technologically developed 

countries. The study allowed us to define the following basic technologies and measures to 

support innovative activity at the regional level: the direct financing of innovative companies 

and projects in the form of grants and loans; the creation of specialized funds that combine 

public and private funds to support innovative research and development; tax incentives, 

including tax breaks  and  tax  credits;  support  of  innovative  products  through  their  prior  

acquisition  within government procurement; creation of scientific and technological parks, 

business incubators, special economic zones; implementation of various forms of support for 

scientific staff and experts; the creation of special structures to provide advice, information 

and technical support to innovators and entrepreneurs; the creation of information resources 

and agencies which accumulate and spread information in science, technology and innovation 

area to coordinate the activity of economic agents in the field. 

 

INFORMAL INTITUTIONS AND THEIR ROLE IN THE DEVELOPMENT OF                                                                                                                                                             

INNOVATIVE ACTIVITY 
 

The rate of changes of informal institutions, which "lags behind" the rate of changes 

of formal institutions is among many other reasons hampering innovative development of 

regions. 
Dynamics of formal institutions of innovative development in the Russian Federation 

has significantly increased in recent years. 
Strategic  documents  that  have  caused  fundamental  change  in  the  architecture  of  

formal market institutions and development institutions have been adopted: Federal Law 
"Amendments to the Federal Law "Science and Scientific and Technical Policy of the 

government", Federal Law No 132 "Amendments to the 95th clause of the first part and to the 
second part of the Tax Code of the Russian Federation regarding formation of favorable tax 
conditions for innovative activity", Decree of the President No 878 of June 18, 2012 "The 
Presidential Council of the Russian Federation concerning economic modernization and 
innovative development of Russia" and others. 

Hereby, these documents set the “tough” rate of changes of formal institutions of 
innovative development of territorially localized entities. This rate is controlled and 
maintained by the federal government. However informal institutions do not always fit into 
the “federal-formal” dynamics. 

Legal and administrative methods are ineffective for informal restrictions. It is 
impossible to set changes in the informal institutions (economic mentality, social capital) 
in accordance with the laws and regulations, starting from a particular date. 
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You cannot become an entrepreneur-innovator formally, without internal self-
determination, a willingness  to  take  responsibility  for  the  result  and  risks.  These  
qualities  cannot  be  formed immediately by registering the person as a private entrepreneur. 

Economic interests of certain subjects, leading to conflict with the formal institutions 
of the economy are at the heart of each of informal institutions. We are close to the 
position of scientists who emphasize the direct interconnection between institutions and 
economic interests. 

In particular Volchik V.V. notices that the institutions are created in accordance with 

interest groups and exist, while they are quite effective in coordination of the activities of 

their constituent individuals  [1].  The  characterization  of  economic  behavior,  particularly  

behavior  «homo-post-soveticus» is used in the research of informal institutions [1]. 

Informal institutions are typed form of informal practices, perceived by the majority 

of economic agents of the market, any such typing is an institution. So the informal 

institutions is a way of realization of economic interests, which is achieved due to special 

information models that are not official, institutionalized and freely modeled according to the 

economic interest of the subject. 
From our point of view, the main informal institutions that promote innovative 

activity of economic agents are the trust institutions, institutions of entrepreneurial thinking 
(the customs and traditions of business turnover), the institutes of partnership and co-
operation [8]. 

The importance of the trust institute due to the fact that the contractual relations 

between economic agents in the market are based on impersonal trust. The complex of 

informal behavior models, conducting to the confidence of economic agents that the actions 

of contractors do not have negative consequences is considered as the trust institution. 
Needs of economic agents in the mutual support and cooperation are at the heart 

of the institute  of  partnership  and  cooperation.  It  can  lead  to  the  diffusion  of  
innovation.  Institute  of entrepreneurial  thinking  is  understood  as  a  complex  of  informal  
behavior  models  aimed  at  the implementation of innovations, which are determined by the 
presence of knowledge, skills and motivation to innovative activity, the ability to follow the 
customs and traditions of business turnover and norms of business ethics. 
Informal institutions include institutionalization and cultivation of innovative thinking among 
entrepreneurs and population, the development of regional culture of economic agents’ 
behavior. 

From our point of view, namely informal institutions and socio-cultural factors 
have a significant impact on the increase of innovative activity and the formation of 
economic agents’ interest in the creation of innovative products. 

The  importance  of  informal  institutions  in  the  development  of  innovative  
activity  is recognized by many authors. A. A. Auzan emphasizes that the process of long-
term modernization is socio-cultural, not  techno-economic. Modernization should be based 
on socio-cultural specificity, a characteristic element of which in Russia he calls creativity, 
natural talent. Th. Schumpeter believed that the main driving force of economic 
development of society is innovation in the state economy, and also new combinations of 
changes in the development of production and market. O. S. Sukharev noted that these 
combinations do not occur by themselves, but are the result of the transforming activity 
of businessmen. The ability to increase, change knowledge, to modify the experience is 
based on a particular psychological model that can be described as "innovative" psychology. 
The main components of this psychology, in his opinion, are: 1) the agents’ knowledge and 
skills of combining factors of production, organization, management, or their ideas for 
implementation in business with the potential points of application; 2) well-developed 
institutional infrastructure that encourages "innovative"  psychology,  that  is,  providing  
opportunities  for  the  emergence,  perception  and replication of new combinations; 3) 
the psychological need to take the risk of introducing a new combination, the need to 
create such combinations. Joint implementation of these components forms a special model 
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of the behavior of economic agents, allowing you to apply new knowledge, produce, perceive 
and replicate new combinations. 

Regional economic culture, from the authors’ point of view, is a set of informal 
patterns of behaviour of individuals, aimed at creating, implementing and predominant use of 
innovation and product innovation in their activity as a key factor in the competitiveness of 
the business entity and geographically localized formations. The opportunity of realization of 
these normative patterns of behaviour is determined by individual’s knowledge, skills and 
inner motivation to innovative activity. 

The formation of regional economic culture involves such practical steps as 
promoting the ideas of innovative development in the business community; stimulation (with 
administrative and economic methods) of implementation and acquisition of innovative 
technologies and products; expanding the practice of forming and maintaining business 
reputation among economic agents; expanding the practice of advice and information support 
by creating or activating the activity of regional centers of advice, information and legal 
support, information resources in the sphere of science and innovation development. 
 

THE DEVELOPMENT OF TOOLS TO SUPPORT INNOVATIVE ACTIVITY IN 
THE MARY EL REPUBLIC. 
 

The development of the innovative sphere is one of the priorities of the government 

economic policy in the Mari El Republic. The guidelines and directions of development of 

the republican innovative system are fixed in "Strategies for long-term socio-economic 

development of the Mari El Republic" [5]. However, the Mari El Republic has not yet 

demonstrated effective interaction between formal and informal institutions of support of 

innovative activity. 

As initial models of institutional interaction the authors consider the options of 

interaction between formal and informal institutions, which are selected according to the 

criteria of the speed and the direction of changes of institutions [9]. 
Projecting the model of the interaction between formal and informal market 

institutions on the practice  of  innovative  development  of  the  Russian  regions,  we  see  
that  the  effectiveness  of institutional interaction in the regions of the Volga Federal 
District is fundamentally different. The interaction between formal and informal institutions 
is a mechanism that selects the institutions of development,  which  are  adequate  to  regional  
economic  space  and  time.  The  local  model  of institutional interaction can be recognized 
effective, if it allows to implement successfully the vector of  the  region’s  innovative  
development,  provide  higher  levels  of  socio-economic  development (Table2). 
 
Table 2. Models of institutional cooperation in the context of innovative activity of regions of 
the Volga Federal District 

Characteristics of 

institutional interaction  
Models of interaction between formal andinformal institutions  

Highly effective  The average level ofefficiency  Ineffective  

The effectiveness of 

institutional cooperation  
 High    Medium  Low  

The rate of change in formal  

and  informal institutions  
Similar  Different  Significantly 

different  

  

The distribution of subjects by 

groups of innovative activity  
in 2013 *  

Tatarstan, Nizhny Novgorod, 

Region, Samara Region,  
Bashkortostan, Penza Region, 

Saratov Region  

Perm Region,Ulyanovsk 

region,Chuvashia,  

  Udmurtia, Mordovia  

Orenburg Region  

Kirov Region the  

Mari El  

Republic  

The estimation of innovative 

activity of regions  
 High      Medium  Moderate and low  
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The interaction between formal and informal institutions in the regions, the leaders of 

the Volga Federal District of innovation activity (Tatarstan, the Nizhny Novgorod Region, the 
Samara Region, Bashkortostan, the Penza Region, the Saratov Region), should be recognized 
as effective. Unfortunately, only the Mari El Republic in the Volga Federal District 
demonstrates low innovative activity. 

In order to study the problems of formation of the institutional environment of 
innovative activity of the Mari El Republic, we consider it necessary to present the results of 
the SWOT analysis of innovative development of the Republic (Table 3). The table shows 
opportunities, threats, strengths and weaknesses of the region from the point of view of 
prospects of economic development. 

According to the results of SWOT analysis, the main sectors of the economy, which 
form the gross regional product of the Republic of Mari-El, are industry, agriculture, 
commerce, transport, communication and building. The leading positions in the industry of 
the Republic of Mari El belong to such types of economic activity as food production, 
petroleum product, electricity, gas and water, electrical equipment, electronic equipment and 
optical ones. Priorities of agriculture are meat production, milk production and poultry 
industry. The implementation of the import substitution strategy in the context of increasing 
integration of Russia with the countries of EurAsEC, BRIC’s, public investment in several 
sectors of infrastructure gives reason to state that the main strategic priorities of socio-
economic development of the Republic of Mari El in the coming years will become projects  
on  the  production  of  high-tech  industrial  products,  agricultural  products,  construction 
materials and petroleum products. 
 

Table 3.Results of SWOT-analysis of an innovative development in the Republic of Mari El 
 

Opportunities: Threats: 
1. Realization of the national strategy of import 
substitution 
2. Increased international economic integration 
with the European Union, BRIC’s, and the 
Asia Pacific region 
3. The increase of public investment in the 
defense industry and the innovation sphere 

1. Growth of the exchange rate and the 
inflation rate 
2. GNP decrease and the expense of the 
national budget in Russia 
3. Geopolitical unrest and deterioration of 
relations with Western countries 
4. Exhaustion of the potential of the raw 
materials export model of economic 
development Strengths: Weak points 

1. Developed industrial complex (including 
defense industry) 
2. Infrastructure of higher professional 
education, research, intellectual and stuff 
potential of the Republic 
3. The presence of forest infrastructure, the  
agricultural industry, provided by  
environmentally friendly raw materials and 
labor resources 
4. Large number of the deposits of solid   
non-metallic minerals; building materials, glass 
sand, gypsum and etc. 
5. Favorable geographical position of the 
Republic, the availability of transit pipeline 
network and transport network and river 

waterways 
6. Recreational resources (ethnographic, 
ecological and rural tourism) 

1. Significant social differentiation in the 
region, low standard of quality of life 
2. The outflow of qualified personnel, high 
level of migration of the economically active 
population 
3. The lack of hydrocarbon industry 
4. The low level of trust in the state and 
state’s industries. This reduces the motivation   
to innovate and increase labor productivity 
5. Insufficient level of the development of the 
regional innovative system, coordination of 
science, education and business. 
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The diversified economy contributes to successful development of high-tech 
production. Thus, the cities of Yoshkar-Ola and Volzhsk may become a scientific base for the 
region innovation development.   The   town   of   Kozmodemyansk   is   preferable   for   
development   of   innovative manufacturing of electronic and optical equipment. Mari 
Chodra National Park, the historical and cultural complexes in Yoshkar-Ola, 
Kozmodemyansk and Yurino can be considered as the most prospective for development of 
the tourist and recreation activities. The SWOT analysis results show that the innovation 
development of the economy of the Mari El Republic can rely on the large internal resources, 
such as a high level of universities’ scientific activity, intellectual potential and human 
resources. A multi-branch industrial complex of the republic equipped with high technology 
creates demand for innovations. On the other hand, a decreasing confidence level among 
citizens and in the business sphere, an underdeveloped cooperation and interaction between 
subjects of the innovation activity stipulate high institutional risks that in turn determines a 
low innovation activity in the republic. 

From our perspective, the top-priority steps on the course of development of the 
innovation sector of the economy in the Republic of Mari El are: 
1. direct  financing  of  R&D,  the  innovative  enterprises  and  projects,  cooperation  
between manufacturing and research organizations; 
2. prior acquisition of innovative goods and services within the public procurement 
(acquisition of brand-new goods and services or goods and services, manufactured with the 
use of   advanced technologies); 
3. development of the information and methodic support of the innovation activity in the 
republic (forming special structures and information resources providing an informational 
and consultation maintenance of the innovation work, the popularization of values in the field 
of the innovation development of economy); 
4. creation of the professional links and communities, a platform for a dialogue between 
business entities, research organizations and individual innovators for improving the 
professional skills and the informational support of the innovation activities; 
5. forming a regional economic culture, oriented on the promoting ideas of the innovation 
development of the economy, the notions of creation, purchase and utilization in 
manufacturing and in everyday life primarily of the innovative products and technologies. 
 
CONCLUSION 
 

In summary, it should be noted that the list of the proposed measures can be extended. 
The changes  of  the  internal  and  external  factors  of  the  innovation  development  of  the  
region  as  a territorially bound  formation,  require  a  constant  perfection  of  the 
instruments of  the  innovation activity. It is supposed that proposed actions will allow the 
republic to raise innovation activity. 
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