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THE REASONS OF REGIONAL SUPPORT FOR INNOVATION IN SME

Summary

The market failures that are most often justify intervention in favor of SMEs, is imperfect
information. Imperfect information almost always is associated with the start-businesses and
empowers businesses to provide education, training and advisory services, as firms themselves
fail to appreciate their contribution to the business.
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Known example of a further manifestation of this failure is the fact that financial institutions
are not able to accurately assess the risk associated with lending to small businesses and the
rejection of their application limit the availability of funds and the growth of small companies.
Correction of market failures often require collective intervention, for example strengthening
investment in public goods (educated workforce and vocational training), increase the availability
of new technologies.

Keywords: SMEs, innovation, market failures, innovative capacities, regional
activities, credit risk/
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LLIkona eKOHOMIiKM Ta MEHEeAXXMEHTY B AepXXaBHOMY ynpaBiHHI,
BpaTtucnasa, CnoBaubka Pecnybnika

NPUYMHUN PEFTOHANBHOI NIATPUMKN IHHOBALIN
Y MAJIUX TA CEPEQHIX NIANPUEMCTBAX

HeTouHa iHdoOpMaLis € HeAOCKOHaNICTI0O PUHKY, Sika HalyacTilwe BUNpaBAOBYE BTPyYaHHS Ha
KOpUCTb Manux i cepegHix nianpuemcts (MCI). HepockoHana iHgopMauis Makxe 3aBxan
nos's3aHa 3 noyaTkoM bi3Hecy Ta Aa€ MOXIMBICTb NiANPUEMCTBAM HaAaBaTW OCBITHI, HaBYasnbHi Ta
KOHCY/IbTaLiNHi NOCAyrn, oCKinbku caMi ipMM He B 3MO3i OLIIHUTK CBi BHecokK y 6i3Hec. diHaHCOoBI
yCTaHOBM He B 3MO3i TOYHO OUIHUTU PU3MK, MOB'A3aHUIA 3 KpeauTyBaHHSAM Manoro 6i3Hecy i
BiAMOBOI Big iX 3aCTOCyBaHHS OBMEXUTW AOCTYMHICTb KOLWTIB i 3pOCTaHHA Manux nianpueEMCTB.
Kopekuis pMHKOBMX HeBAay 4acTO BMMara€ KOMEKTUBHOIO BTPYYaHHS, Hanpukniag, MOCUSIEHHS
iHBecTUUin y cycninbHi 6nara (oceBiyeHa pobouya cuna i npodecinHe HaByaHHA), 36iNblUeHHA
AOCTYMHOCTi HOBMX TEXHOJIOFIN.

Knwuosi cnosa: MCIN, iHHOBaUii, puWHKOBI 360i, IHHOBaUiNHWIA noOTeHUian,
perioHanbHa AisNbHICTb, KPeAUTHUNA PU3UK.

Small and medium-sized enterprises significant impact on the development of
regions with which they are closely associated. In its activities often carry local
specificities and bind to the area of economic, social and societal perspective.
Low and medium business sector represents the local capital, local ownership
and also because they have an irreplaceable role for the region.

For SMEs, it is clear that innovation is less own assets and resources, so
they will be more dependent on the external environment that can help them
in innovative activities. So that they can build their own innovative capacities
of SMEs need access to external sources of information, knowledge and
technology, either directly or by supporting institutions and networks at
regional or national level. The scale of market failures that hamper innovation
may vary depending on the undertaking, the type of activities and region.
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SMEs are more affected market failures such as large enterprises, market
failures affect newly-established firms.

The market failures that are most often justify intervention in favor of
SMEs, is imperfect information. Imperfect information almost always is
associated with the start-businesses and empowers businesses to provide
education, training and advisory services, as firms themselves fail to
appreciate their contribution to the business.

Known example of a further manifestation of this failure is the fact that
financial institutions are not able to accurately assess the risk associated with
lending to small businesses and the rejection of their application limit the
availability of funds and the growth of small companies. Correction of market
failures often require collective intervention, for example strengthening
investment in public goods (educated workforce and vocational training),
increase the availability of new technologies.

The structure of system failure, always a failure occurs infrastructure
(technology and research and education) as the diffusion of knowledge is
largely determined by the extent and quality of infrastructure. Especially
information and communication technologies have become an important
factor in the acquisition of knowledge as well as their dissemination not only
at national but also global scale.

Another example of systemic failure is failure ,, knowledge "that occurs when
small businesses do not have sufficient absorption capacity for the codification
and implementation of new knowledge into their business activities.

One key factor for further dynamic development of small and medium-
sized enterprises are innovation and implementing innovation processes. They
determine the competitiveness of businesses in the ever-changing market
conditions. Competitiveness of enterprises determines the overall
competitiveness of the regions and also participates in building the
country's competitiveness. It is in this area, SMEs may become the company
most important players in economic and social development of the regions
and the whole economy.

Important economic instrument towards the development and stabilization
of the business sector and, consequently, an improved overall economic
environment, the characteristics of which enable the rapid development,
effective functioning and thereby improve the overall economic environment.

Since SMEs do not have the required amount of own capital to its
establishment and the efficient development, have the opportunity to
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benefit from, among other forms of support, financial support programs
from the state and the European Union. These are among the most prevalent
forms of assistance and support for low and medium business sector and
in the Slovak Republic.

SMEs can’t be regarded as a reduced reflections of large enterprises.
Thanks to the specific features and character have entrepreneurs through its
SMEs compared with large same potential competitive advantages and
potential competitive disadvantages [3, s. 96]. Because of their actions
represent small and medium enterprises form an integral part of developed
economies. Their importance in the national economy can be viewed at two
levels - in qualitative and quantitative terms.

Qualitative plane importance affects a wide range of national economic
features that small and medium enterprises in the country's economy are
met.Quantitative level national economic importance of small and medium-
sized enterprises in turn related to their share in the total number of
businesses operating in the national economy of the country, the creation of
employment, GDP, value added and other economic indicators.

SMEs contribute to job creation - they are increasingly small enterprises,
which are the main creators of new jobs. Contribute to economic growth -
especially fast-growing businesses, business can also contribute to promoting
social and economic cohesion of the regions whose development is lagging
behind. Entrepreneurship is crucial to competitiveness - new business
initiatives, improve productivity, increase competitive pressure, forcing other
firms to react by improving activity or introducing innovation.

SMEs significantly influence the development of regions with which they
are closely associated. In its activities often carry local specificities and bind
to the area of economic, social and societal perspective [2, s. 54] low and
medium business sector represents the local capital, local ownership and also
because they have for the region irreplaceable.

From a quantitative point of view of small and medium-sized enterprises
most dynamically developing micro-enterprises. You can be seen as a driver
of national economies and regions, as they create favorable conditions for
increasing employment, thus contributing to creating a better social
environment. Their flexibility makes them suitable to become not only
stabilizing but also stimulating regional factors. One key factor for further
dynamic development of small and medium-sized enterprises are innovation
and implementing innovation processes.
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They determine the competitiveness of businesses in the ever-changing
market conditions. Achieving competitive advantage in the market is one of
the objectives of small and medium enterprises that are subject to the
constant need for innovation. Competitiveness of enterprises determines the
overall competitiveness of the regions and also participates in building the
country's competitiveness [2, s. 55].

In the current business development have a significant presence eco-
innovation and innovation in environmental policies. The idea of building a
sustainable development of society without accepting the creation of eco-
innovation and unrealistic. It is in this area, SMEs may become the company
most important players in economic and social development of the regions
and the whole economy.

The presence and intensity of market failures and system failures will
probably not be the same in all regions, therefore regional interventions
aimed at correcting them should depend on the specific circumstances of a
particular region. Innovation SMEs also depends on the environment in which
these businesses carry out their activities.

Programs aimed at supporting innovative projects in selected target
groups, SMEs need to be added stimuli through which the business
environment in the region will stimulate innovative activity of SMEs. Types of
support activities, however, will vary depending on the region.

Availability of capital is an essential starting point for the new businesses.
The acquisition of basic inputs - premises, equipment, staff and working
capital - finance required. The efficient financial instruments to mitigate
respectively. Removal of failures and market distortions caused by the
relatively high level of credit risk, under capitalised SMEs, and small size of
the economy and the unwillingness to bear risk include:

- Warranty scheme for loans to SMEs

- Schemes to support start-ups in financing activities related to the latest
technology. A separate element in this group are venture capital funds

- Soft with preferential conditions for obtaining it (commercial banks).

Interventions in addition to financial support mainly focused on knowledge
transfer and the provision of advisory support services for businesses. An
alternative option to stimulate the creation of new businesses are oriented
approaches to providing suitable premises connected to the necessary
telecommunications and transport infrastructure, for example business
incubators and science parks.
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Incubators can be used as a tool of regional development and support for
specific target groups starting entrepreneurs - innovators or locations - urban
peripheries, rural areas and so on.

A favorable business environment at regional and local level also contribute to
regional, resp. local support institutions providing undertaking, in particular
consultancy and educational services. State action should create a level playing
field for businesses in all regions, local authorities and supporting institutions
(often created or jointly established by local authorities) within their competence
have the option of steps countries complements and thanks to create a business
environment appropriate to the particular needs of enterprises in its territory.
The growing demand for knowledge are reflected in their activities by becoming
ever more oriented to support technology and innovation.

In terms of the various limitations on the size of the share of SMEs in
innovation undeniable. We think that SMEs have to innovate advantages in
terms of their behavior, but limited in material terms. Advantages of SMEs
when introducing innovation are associated with little bureaucracy, and formal
effective system of internal communication, adaptability and flexibility. The
problem with small businesses is the lack of technically qualified manpower,
insufficient use of external information and experts, complicated access to
finance, failure of risk spreading, the high cost of compliance with legislation.

Business opportunities are greater, as firms are innovations that are new to
the market or in the world, but their costs and risks are greater. Big
companies introduced more new innovations than SMEs, although in some
countries, SMEs contributed to a significant part of innovation. The innovation
capacity of companies also depends on the active links to knowledge, to
consumers, suppliers and public sector institutions. This is the interconnection
market knowledge and understanding of materials and equipment.
Cooperation is therefore an integral part of innovative strategies for small and
medium-sized enterprises as well as large enterprises. Geographic
concentration of innovative companies creates significant node in innovation
networks, therefore because such clusters provide hard and soft infrastructure
for innovation and the conditions for a rapid flow of information.

Supporting institutions are well placed to prepare and implement measures
supporting SME innovation activities, because they know the strengths and
weaknesses of the innovation environment in the area where they operate.
This type of intervention requires a new mindset, a proactive approach in
assessing barriers restricting innovation activities in their territories and the
implementation of appropriate procedures.
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Public support for innovation in SMEs has traditionally been carried out
through public institutions respectively. We concluded that the fundamental
problem with this form of support for its excessive generality, determined by
the Meeting, the low quality and effective use of funds. Missing systematical
careful monitoring and treatment and interpretation of the effectiveness of
support programs for SMEs and the state that are not relevant to their needs.

Strengthening the role of regional support institutions and programs
requires a step forward in the approach to monitoring and evaluation of the
impact of their interventions, whereas the importance of regional environment
in innovative SMEs grow in the globalization process.
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YepHiBeubKNI TOProBenbHO-eKOHOMIYHUN IHCTUTYT KHTEY,
M. YepHiBLi

OCOBJINBOCTI MII'PALI,IVIHOT MONITUKWN Y KPAIHAX E€C
AHoOTauis

BUCBITNEHO CYTHICTb Ta BM3HAYeHO MPUYMHU MirpauilHMX MNoTokiB y KpaiHm €C B yMoBax
3pocTaHHsa rnobanizaudii. MpoaHanizoBaHo AWMHaMIKy MirpauinHMX NOTOKIB pobo4oi cunu y KpaiHax
€C Ta dakTopu BNAMBY Ha Hei. KpiM UbOro, HaBeAeHO perioHanbHUA pO3MOoAin MiXHapOAHMX
MirpaHTiB B €C, SKMil CBiAYNTb NMpPO BAOBOMEHICTb rpoMaasiHamm E€C couianbHUMK, NOMITUYHUMMU,
E€KOHOMIYHUMKN Ta €eKONOoriyHMMKM pakTopamMm MPOXUBAHHA Yy perioHi. [ocniaxeHo acnektu

Issue I (73), 2019 249



