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Overview of Innovation in Russia
Innovation has long been regarded as an important driver of economic growth.1 In recent years,
several countries have turned to the idea of national innovation systems and its further development
through of regional, sectoral and even continental schemes.2 3 Governments design and enforce
strategies to enhance science, technology and innovation's contribution to the overall economic
performance and sustainable development of their countries. The aim is to develop a qualified
workforce, build an effective knowledge creation and dissemination system, create a favourable
company atmosphere and encourage companies to innovate.4 Despite these efforts, many countries
still have problems establishing efficient systems of innovation, especially for turning these initiatives
into marketable products and services.5
As a result, more and more studies have examined the evolution and regulation of innovation
schemes globally.6 In its innovation policy reviews, the OECD has evaluated numerous nations since
2006.7 The research highlights key stages of the growth of Science, Technology and Innovation (STI)
policy development, and some of the challenges and focus areas of state policies in different periods
of history. It is important to learn from past successes and failures of other nations, in order not to
repeat the mistakes of the past and to make suggestions to domestic policymakers underpinned by
these studies.8 Regardless of the large number of studies that have been carried out, the fast pace of
contemporary life and rapidly changing public policies create the continuous need for systemic
approaches, probably based on a synergy between science and technology history research, policy
studies, and statistical analysis.2 The Russian Federation is an interesting example because the
country’s history has been marked by a series of major political and economic shocks.
Russia was a place of intensive scientific development in the 19th and 20th centuries.9 The core
components of Russian Research & Development (R&D) were saved despite the hard financial and
socio-political crisis of the 90s following the fall of Soviet Union. Russian science and technology
started restoring its historic position globally in the 2000s having once again been made a strategic
priority10. Russian policymakers have sought to accomplish a systemic evolution of the mainly
fragmented national innovation system (NIS).11 The government has pursued a number of measures
to bridge the gap between the knowledge supply and demand. Research and innovation
infrastructure have been set up, such as technology parks, corporate incubators, and engineering
and industrial design centres. Several major development agencies (Rusnano, Russian Venture
Company, Skolkovo Foundation and others) were created to foster and support all phases of the
innovation process.12
Recent government initiatives to promote greater communication among NIS actors include:
establishment of technological platforms, support for innovative regional clusters, joint high-tech
enterprise and greater educational projects, and development of major state-owned enterprises.
Despite government efforts and the growing volume of R&D expenditures (Russia ranks 8th
worldwide by gross expenditure on R&D (GERD)), the major source of these costs remains the
government with almost 70% of the GERD13. Domestic industrial enterprise R&D investments
represent only 23% of its development costs. Russia is a foreign market and the share in national
sales of innovative products is only around 8%14, while Russia contributed with 0.42% in the global
hi-tech markets.15
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In recent years, Russia has improved its position in the Global Innovation Index, which evaluates
countries' innovation output across the spectrum of indices (Global Innovation Index, 2017).16 Russian
strengths include a well-established higher education system and an extensive national market, while
policy instability and low regulatory standards may continue to hinder national and foreign investment.
In the past ten years, the government has supported efforts by universities to strengthen their capacity
to conduct research and innovation. This included a funding programme of 29 national Research
Universities17, making it possible for government study institutes and universities to establish spinoffs,
attracting leading Russian scientists, support for innovative university infrastructure, support for and
joint high-tech business-college initiatives, and encouraging leading universities to boost their
standing in global university rankings.

Russia’s National Innovation System (NIS)
NIS generally comprises industrial, academic and educational subsystems, legal and institutional
frameworks, financial systems and other areas that generate wid-spread expertise. Charles Edquist
(a Swedish researcher in Innovation, one of the founders and the first Director of CIRCLE at Lund
University, Sweden) formulates a definition of national innovation systems as “all important economic,
social, political, organizational, institutional and other factors that influence the development, diffusion
and use of innovation”18
The Russian government has adopted numerous innovation-friendly policies and actions in recent
years. Among these is an objective to “...create an NIS [National Innovation System] made up of
structures and institutions aimed at supporting domestic innovation.”19 The strategic goal of the
initiative is to exploit the accomplishments of the worldwide revolution in technology. In addition, the
national innovation policy "Innovative Russia — 2020" is the latest strategy to create a Russian
innovation system.

Strategy 2020
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Strategy 2020: New Outlines of Russian Innovation
Policy
(Note: The following section is based on the document: Стратегия-2020 Новые контуры российской инновационной политики (Strategy 2020))19

Strategy 2020 is a founding document on the innovation of Russia. It has developed backgrounds
and road maps which are more comprehensive and later described in detail. The paper was drafted
shortly after the 2008-2007 financial crisis and stressed the need for further transformation of the
economy and a reduction in reliance on resource exports (oil & gas, metals, etc). Russia's resource
industry has long been a major factor underpinning its economy, with oil and gas dominating exports
and its balance of payments. Long periods of high natural resource prices have provided little
incentives for investment in technological industry development.
With the establishment in 2009 of a modernisation and technological development commission,
innovation became the watchword at the highest level of government. It was followed by the
establishment of an increasingly significant High-Tech and Innovation Commission, a year later.
Strategy 2020 reflects the government's innovative development goals, targets and criteria. The
policy targets many of Russia's missing elements by establishing R&D, educational, finance and
operational responsibilities objectives. Some of the broad mandates of Strategy 2020 include:
1. Incentives to students studying engineering and applied sciences
2. Stronger integration of international cooperation on innovation
3. Improvement of the education system, including entrepreneurship and technology
management
4. The development of Technology Platforms aimed at bringing together stakeholders in the
most promising technological areas in order to bridge the gap between science and
industry.
The strategy outlines the following key goals and objectives:
1. Development of talent pool in science, education, technologies and innovations
2. Raising the innovative attractiveness of business and speeding up the emergence of new
innovative companies
3. Implementation of state-of-the-art innovative technologies in the activity of public
administration authorities at the widest possible scale
4. Shaping a balanced and sustainable sector of research and development
5. Ensuring the openness of the national innovative system and economy, as well as the
integration of Russia in the global processes of innovations’ creation and use
6. Intensification of the innovation policy implementation activity performed by the
government authorities of the constituent entities of the Russian Federation and
municipalities.
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(A broader group of main areas that are usually compatible with the OECD Innovation Strategy, are
the goals of coordination of reforms and policies: innovative employees, innovative companies,
innovative government, efficient science system and supportive facilities, involvement in worldwide
innovation networks, innovation regulations and the Innovation Strategy 2020.
According to the Innovation Strategy 2020 document, the growth of a modern socio-economic model
is mainly due to the pace, trends and mechanisms for implementing procedures of innovation. The
creation of innovative markets is both a consequence of speeding up scientific and technology
development and of basic modifications in the global division of labour.
In recent years, Russia has laid the foundation to establish the main elements that form the basis of
innovation infrastructure; a significant number of scientists and entrepreneurs are involved in
inventive and innovative activities; and a number of regions are active in this area and can
demonstrate successful experience.
The Innovation Strategy 2020 was included among the top priorities and strategies of the
government. High-level coordinating bodies under the President and Chairman of the Government of
the Russian Federation have been established. The nominal formation of a system of development
institutions is aimed at creating an “innovative elevator” in the Russian economy (Russian Venture
Company, Rosnano, Russian Fund for Technological Development, Vnesheconombank, Skolkovo
and etc.).
A programme was launched to support innovation within academia, including the creation of national
research universities and the formation of programmes for their development. This involves efforts to
attract leading scientists, support for research initiatives involving cooperation between universities
and private companies in the real economy, and the development of innovative infrastructure in
universities.
An attempt has been made to “induce innovation” from large state-owned companies by forming an
innovative development programmes, where those companies are required to increase innovation
activity, increase the value of science, strengthen cooperation with universities are provided.

Outlook of
Technology and
Innovation in
Russia
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Outlook of Technology and Innovation in Russia
According to A.T. Kearney, the relative strength of Russia in technology and innovation reflects its
strong broadband coverage and digital infrastructure. It benefits from the widespread adoption of ICT:
the country has one of the highest mobile phone penetration rates in the world20 and 76% of the
population had Internet access in 201721. Russia's 11.8 Mbps average Internet connection speed is
60% higher than the global average. Another area of strength is cybersecurity. Russia ranks 26th out
of 175 in the Global Cybersecurity Index, which measures countries’ commitment to protect their
cyber-attack systems, networks and data.22 Russia, including the world-class Kaspersky Labs, has a
substantial homegrown cybersecurity industry. In addition, each government entity in Russia is
required to conduct an annual audit of their own networks and systems in line with the Doctrine of
Information Security, launched in 2000. Nevertheless, Russia also has some major weaknesses that
limit its innovative capacity. In companies developing emerging technologies, there is insufficient
investment (only 1.5% of investment in nonfinancial assets is allocated to investment in new IP).
Crucially, research intensity is low— about half the global average— and Russia is poorly performing
in terms of the number of patents filed, a crude research output indicator. Russia is currently spending
only 1.1% on R&D, while Australia and the United States are spending between 2% and 3% and South
Korea is investing more than 4%.23
Russia would benefit from further developing its digital infrastructure, providing all regions of its vast
territory with reliable access to broadband and online services. Ideally, it will track and deploy the
latest global technologies to ensure its digital infrastructure stays up to date. At the same time, Russia
could make a role model of its government institutions by using ICT and new technologies to provide
public services.24

Science-based innovation
Many consider science-based innovation the greatest form of innovation, which can lead not only to
elevated rates of financial growth but also to new sectors and have deep social implications. Scientific
innovation depends in large part on individuals, their skills and their accessibility to human capital.
High-quality education in schools and universities provides access to needed abilities and employee
qualifications.
Russia has an outstanding history of scientific development and is commonly regarded as one of the
leading players in STEM fields, where since 1904, Nobel Prizes were awarded to 24 Russians and
amongst those awards, two in Physiology or Medicine, twelve in Physics and one in Chemistry.25
Following the financial upturn of the 2000s, scientific-based innovation was placed at the top of the
national agenda.26 In order to increase the number and quality of scientists and researchers, the
Government invested in scientific education.27 It has also tried to lure Russian and foreign researchers
from abroad and has increased the country's connectivity to the worldwide exchange of information.
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The Government has established a goal to have five universities in the top 100 globally by 2020.
Russia's involvement in the Bologna process was one of the latest attempts to achieve this objective.28
This series of contracts among European nations aimed at achieving comparability in course norms
will provide Russian academics with increased possibilities to study overseas and to gain insight into
biotechnologies and other areas in which Russia still lags behind.
Today, about one million students graduate in Russia each year29, of which at least 15% are in STEM
fields. The country has one of the highest tertiary education population enrollment rates in the
OECD.30 Increased investment in science has resulted in more scientific articles, more patent files and
the release of more scientific articles, but it has still not fully translated into innovation leadership and
business achievements. A favorable trend of publishing shows an increasing connectivity between
Russian R&D and the inclusion of Russian researchers into the worldwide study network.31 32
International connectivity will make it possible to overcome isolation from global knowledge
exchange which significantly hampers innovation development. The Russian Government is striving
for an ambitious objective of revitalising the R&D industry and creating scientific capacity. It remains
the main funders of civil science and technology.33

National
Technology
Initiative

•

NATIONAL TECHNOLOGY INITIATIVE

Page 12

National Technology Initiative: A new innovation tool
At the end of 2014, Russia began formulating new ideas and strategies to develop innovation–
"National Extended Projects" and the National Technology Initiative (NTI).
“National Extended Projects” refers to integrated cross-sectoral programmes which aim to modernise
key sectors through technological innovation. It is predicted that these projects should have a
significant economic impact with 10-15 years. The specification and approaches used to identify
"extended" projects resemble already known mechanisms and the main novelty of the concept
appears to be the parameters used to describe the expected economic results the modernisation can
bring. This includes growth of GDP, exports, substitution of imports, technological sovereignty,
increasing life expectancy and reducing environmental pollution. These initiatives are another attempt
to enhance technology selection processes and market absorption,.34
The proposal for the National Technology Initiative (NTI) was first presented by President Vladimir
Putin in his address to the National Assembly on 4 December, 2014. He said: “On the basis of longterm forecasting, it is necessary to understand what challenges Russia will face in 15-20 years, which
innovative solutions will be required in order to ensure national security, quality of life, and
development of the sectors of the new technological order.”35 36
A series of steps have been taken and a report was prepared in the middle of 2015 on the
implementation of the idea and a formal government resolution was made in April 2016: ‘Government
of the Russian Federation, resolution from 18 April 2016 № 312, Moscow, “On the Realization of
National Technology Initiative.’37
Two main threads of reasoning supported the establishment of the NTI. One is the need to avoid the
resource curse or the overdependence on the use of natural resources for economic growth and
national wealth. The economy needs to diversify to produce a wider range of goods and services with
lower cyclical price fluctuations. The other thread of NTI argument is a very explicit Russian desire to
use rapidly changing technologies for production of new goods and services for economic and
domestic security purposes.
NTI will include system solutions for the identification of key technologies, establishment of essential
rules and regulations, effective measures of financial and human resources development, and
compensation mechanisms involving carriers of necessary competencies. NTI's development will
involve design and creative teams; rapidly growing technology firms willing to absorb new
developments; leading universities; research centers; major business associations; development
institutions, expert and professional communities and engaged ministries.38 If Russian technology
firms appear on world markets in 2025-2035 the NTI will be seen as a success.

Boosting
Innovation in
Russia
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Boosting Innovation in Russia
In order to stimulate innovation, Russia requires more competition. This can be accomplished through further
privatisation in selected industries, the removal of aid to companies making losses, and improved management
of procurement processes relating to government procurement.39
The creation of awareness programmes, as well as stronger relations between innovative small and mediumsized businesses (SMEs) with big businesses, would underline the importance of the Fourth Industrial Revolution
for producers.40 For example, SMEs could become centres of competence for certain products and
technologies. Large businesses should try, by outsourcing IT services to competent firms, to appoint
technological specialists to their management boards and pave the way for digital processes.41
The government of Russia could generate incentives for and make R&D spending more effective for the private
industry. To this end, the state must set clear long-term priorities with an emphasis on the technological
development of the most competitive sectors and adjacent industries in the country such as mining, chemical,
mineral, farming, agricultural machinery, materials and machinery in the fields of construction, transport and
components, space defense and food.42 The R&D focus is more specifically on robotics, the Internet of Things,
and 3D printing, with artificial intelligence, since these techniques are going to have a direct effect on Russia's
key industrial base's effectiveness and performance. A better equilibrium of R&D finance between the
government and private industries is also needed.43
Russia could assume responsibility in the long run for its own customer-specific innovation systems to enable
its regions to become hubs of R&D. The government could also boost technology expenditure through a
reduction of corporate taxes and access to funds while encouraging universities to partner with companies to
finance some of their expenditure.44
According to A.T. Kearney, the Government of Russia can also raise awareness of and promote the value of
emerging business technologies by publishing playbooks, which provide guidelines for production and further
information through the Commercial and Industry Chamber, professional bodies and local universities. At the
same moment it would assist to boost companies' exposure to R&D by creating a University–Business
specialised agency.45
According to the Moscow Times, there are no simple steps to increase innovation, Russia’s research
infrastructure needs to be rebuilt and repurposed, which was significantly affected in the 90s by a decrease in
financing and associated brain drain. 46
Innovation capacity will need to be constructed from the ground up and start with the development of world
class schools. In addition, organisations need to build closer ties with the corporate sector; there requires to be
an end to the long-standing separation between the study society and companies, and scientists need to get
involved and become more entrepreneurial. This will guarantee that certain study leads to commercially capable
innovation. It will also help to make better use of technology parks such as Innopolis and Skolkovo.
Lastly, while basic research is expected to flourish in universities and instituts, the bulk of downstream R&D –
not only large companies but even smaller startups – must be carried out by private companies. Russia, as
demonstrated by the success of companies like Yandex, Kaspersky Lab, M2M Telematics, Optogan, Saturn NPO
and even the state-owned Sberbank, has brought together a number of innovation-oriented businesses.47
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According to the Technologist, since the late 2000s, thousands of start-ups - mainly in the fields of information
technology and aerospace, energy and biomedical industries - have emerged in Russia. Incubators were
established, particularly in the vicinity of universities. This has attracted international accelerators and start-up
contests like MassChallenge, Seedstars World and NUMA's attention. Pekka Viljakainen, Finnish consultant for
the Skolkovo Technology Park, says "The Russian tech development scene has grown dramatically in the last
five years,". 50

Russian Innovative Projects

51

Telegram
Telegram is the most famous Russian social technology platform, with more than 100 million active monthly
customers. Telegram is a safe instant message service that incorporates a smooth and strong encryption user
experience. Before Telegram was built, co-founder Pavel Durov helped to build a social network called
Vkontakte with over 350 million active users. According to Maria Podolyak(Russian reporter and tech
evangelist), Telegram is used both by Russian media firms and businesses as a government blogging platform
and as an instrument for personal communication.
FindFace
FindFace is an extremely precise technology used for facial recognition, with the assistance of the image
database on Vkontakte (a massive Russian social network) and claims to be more than 70% accurate. NTechLab,
the team of 5 that developed FindFace, also claim that in less than one second, they can identify a person in a
billion photos.

Nginx
In 2002 the company Nginx developed a powerful community of enthusiastic developers as an open source
initiative. The firm was relocated to San Francisco in 2011 by Igor Sysoev and Gus Robertson. CrunchBase claims
that the company has raised $41mn in venture finance and now provides cloud hosting services for
infrastructure.
Ecwid
Ecwid is an e-commerce application. Young founder Ruslan Fazlyev doesn't see Ecwid as a Russian business,
instead describing his startup as "global company with a Russian engineering team." With over 1 million shops,
the app's competitors will compete vigorously on the worldwide e-commerce market and in American
ecommerce.

PX52
PX is a very interesting success story of an innovation pharmaceutical firm that, with its distinctive science
background, effective marketing and high-quality leadership in the last few years that has experienced fast
development. PX is one of very few Russian businesses able to create, register and market their own branded
medications. Indeed, with its own research and development, production and sales potential, the company has
become a successful market player.

Uniting the world in shaping the future of manufacturing is the goal of the Global Manufacturing & Industrialisation Summit (GMIS). A unique and unprecedented
cross-industry forum, we bring together governments, the business world, and civil society to create a roadmap of the development of a sector that accounts
for million jobs, 17% of global GDP, and 84% of world trade exports – ensuring its evolution mirrors the way the world is changing and supports progress toward
the UN Sustainable Development Goals.
A joint initiative by the United Arab Emirates and the United Nations Industrial Development Organization, GMIS – as a platform for leaders to transform
manufacturing, a builder of cross-sectoral partnerships, and a knowledge-base that identifies opportunities for the sector to generate universal benefit – is
committed to placing manufacturing at the heart of economic regeneration, policymaking, international collaboration, and contribution to global good. Should
you wish to participate or share any of your papers or reports, please drop us a note on research@gmisummit.com
The Global Manufacturing & Industrialisation Summit reserves the right to all content contained within its reports and publications.

