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OPENING STATEMENT

Today, Russia’s modern technological development is based on the large-scale development of innova-
tions. The introduction of technologies is no longer just a way of competition between companies, but
a matter of national economic development and country leadership in the most promising areas of sci-
ence and technology.

More and more often, industrial enterprises are becoming aware of the need to carry out innovative
activities. They see the introduction of innovations in production processes as one of the most important
ways to raise the competitiveness of manufactured products, to maintain high rates of development and
profitability. Therefore, overcoming various difficulties, enterprises have started developing technological
innovations on their own, or engaging experts capable of introducing such innovations through accelera-
tor programmes, or search for innovative startups.

Along with that, the innovative activities of companies are of key importance for successfully solving the
tasks of import substitution and ensuring Russia's technological sovereignty; therefore, much attention
is now also paid to stimulating and expanding the demand and supply of Russian innovative products
inside the country and on the markets of friendly countries. That's why the market demand for imple-
menting critical solutions is growing every day.

GenerationS presents the first Corporate Innovation Study “Corporate Innovation Best Practices in the
Russian Market" to draw the market's attention to tangible results of innovation activities carried out by
Russian companies. The tools and approaches of innovation leaders presented in the Study can become
an example for those companies that are switching to the “open innovation" model.

KEY PARTNERS
ABOUT THE STUDY

The dynamically changing global economic landscape demands a rapid response from governments and
businesses to maintain leading positions and high competitiveness. The focus on innovative development
is the cornerstone of the most efficient adaptation to changed conditions, the creation of breakthrough
products, and integration into the new technological paradigm. At the same time, it is essential not only
to rely on third-party products but also to continuously develop our own advanced approaches to innova-
tive development. The results of studying the best practices in corporate innovation in the Russian mar-
ket demonstrate the extensive experience and expertise that our companies have accumulated in recent
years. Joining the efforts of the business, investment, and scientific communities is key to accelerating
the introduction of innovations in all sectors of the economy, strengthening technological sovereignty,
and laying a foundation for breakthrough achievements in the future.

Ekaterina Petrova

Director of GenerationS, Corporate
Innovation Development Platform

GENERATION-STARTUP.RU

Anatoly Braverman

Director General of RVC

The innovative activities of companies are of key importance for successfully addressing the tasks of im-
port substitution and ensuring technological sovereignty. The GIA Award and the Corporate Innovation Best
Practices in the Russian Market study are the markers that showcase the brightest practices and proj-
ects. For the Ministry of Industry and Trade of Russia, it is also an additional opportunity to pay attention
to promising niches, products, and areas in the field of innovation.

Vasily Osmakov

First Deputy Minister of Industry
and Trade of the Russian Federation
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Technological innovation serves as the engine of progress. Promoting such activity and fostering high-
tech sectors, establishing and nurturing scientific and technological hubs, and supporting the advance-
ment and implementation of innovative products and technologies are strategic objectives pursued
by the Ministry of Economic Development of the Russian Federation. GenerationS, a Corporate Innovation
Development Platform, stands as a trusted ally in this endeavour.

The challenges confronting Russia today are driving a rapid transformation of industries and a shift to-
ward an innovative economic model. This extends beyond the realm of digital technology to encompass
the development of other critical technologies that are essential for end-to-end operations. Findings
from studies on corporate innovation in Russia indicate a significant presence of companies capable
of high-level production, capable of introducing groundbreaking products and addressing import substi-
tution needs.

| express my hope that the development of the innovation ecosystem, involving collaboration between
the state, private enterprises, and the scientific community, will not only address technological develop-
ment challenges faced by individual organisation's and enterprises, but also safeguard the technological
sovereignty of our nation!

Global trends and changes present both challenges that must be addressed effectively and in a timely
manner, and opportunities waiting to be seized. Achieving results today requires joint efforts. The sci-
entific and practical expertise of the Graduate School of Management of SPbU in management matters,
coupled with the experience of the GenerationS platform in implementing innovative solutions, have en-
abled the identification of success factors in developing corporate innovations for the first time in Russia.
The obtained results should serve as the foundation for establishing an effective system for managing
innovations in Russian companies. They are based on a detailed analysis of the activities of market lead-
ers and are confirmed by the synergy of science and practice.

Maxim Kolesnikov

Deputy Minister of Economic Development
of the Russian Federation

Olga Dergunova

Deputy President and Chairman of the
Management Board of VTB Bank, Director
of GSOM SPbU
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KEY FINDINGS OF THE STUDY

The innovation activity in Russia is at an active stage of development, but less than 12%
of organisations are innovatively active

The COVID-19 pandemic and current geopolitical challenges boosted the innovative de-
velopment of companies and import substitution - the number of innovations increased
in more than 50% of companies

In large companies, innovations are developed with the direct support of top manage-
ment; innovative performance indicators are fixed both at the level of the company's
development strategy and at the level of subdivisions' activities

Most large companies encourage their employees to engage in innovative activities
through both financial and non-financial incentives. At the same time, internal motiva-
tion is a key factor in implementing innovative activities.

Acceleration programmes are the most popular tool for finding innovative solutions
in large companies

Most companies have a dedicated innovation unit. Innovation units are led by the most
experienced employees with more than 10 years of experience in innovation

GENERATION-STARTUP.RU
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As the key objectives of innovation development, companies most often emphasise en-
suring a long-term and sustainable competitive advantage and increasing user loyalty

In the process of introducing innovations, Russian large companies are open both to ex-
ternal ideas from the market and to the development of internal potential of employees
with an entrepreneurial mindset

An important factor that influences the successful implementation of an external start-
up idea is its experience in the company’s field of activity, as well as confirmation of re-
alised projects.

10

Despite geopolitical challenges, infrastructure facilities continue to support the devel-
opment of innovative projects, including for the purpose of scaling up in large companies

11

In the current conditions, the Russian innovation system needs to be refocused on in-
teraction with friendly countries in order to share experience and promote competition

12

The priorities of Russia’s innovative development are defined by the Concept of Techno-
logical Development until 2030

n
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RETROSPECTIVE OF INNOVATIVE
DEVELOPMENT OF MODERN RUSSIA

PERIOD OF FORMATION OF THE
RUSSIAN ECONOMY

After the collapse of the USSR, Russia's economic
system underwent significant changes, transitioning
from a command to a market-oriented structure'.
Private companies emerged, striving to maximise
profits and capture larger market shares.

Presidential Decree No. 297 "On Measures
to Liberalize Prices” (dd. 3 December 1991)
was the starting point for shaping the
market economy in Russia.

Starting from the early 1990s, there has been a deep
systemic crisis and rapid deindustrialisation of the
country, marked by changes in the scale and struc-
ture of economic activities. Since 1991, the country
has grappled with a decline in production and sought
ways to regain economic growth? Initially, during
Russia's early development stages, companies pur-
sued less risky profit-making strategies®. However,
with the emergence of competition, innovation be-
came one of the most important directions of busi-
ness activity.

In 1997, the Concept of Innovation Policy for 1998-
2000 was adopted*. This marked the first strategic
document of its kind in Russia, enshrining funda-
mental concepts in the field of innovation, such as
technological development, scientific and technolog-
ical progress, innovation, scientific and technological
potential, etc. The document underscored that the
primary focus of innovation policy should be the de-
velopment of the country’'s scientific and technolog-
ical potential and the creation of conditions for its
application in the economy.

The economic activities of businesses and the for-
mulation of the State's innovation policy during this
period laid the groundwork for the country's subse-
guent innovative development.

1 Decree of the President of the RSFSR No. 297 “On Measures to Liberalize Prices" (dd. 3 December 1991)

2 E.B.Lenchuk. Issues of Building the Innovation System of Russia [collection of scientific articles)

3 The birth of corporate systems. How Russian corporations are mastering the tools of working with innovation

4 Decree of the Government of the Russian Federation No. 832 “On the Concept of Innovation Policy of the Russian Federation for 1998-2000" (dd. 24 July 1998)

14
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RECOVERY GROWTH AND
DEVELOPMENT OF THE RUSSIAN
ECONOMY

The deep systemic crisis associated with chang-
es in the country's economic system was followed
by economic recovery and growth in 1999.

Despite the fact that state and market institutions,
on which innovation activity could be based, had
not yet been finally established by 2000, about 10%
of Russian enterprises were innovatively active in this
period®.

Initially, innovations were actively developed in com-
panies involved in energy exports. However, later,
innovative solutions were introduced in the light
and food industries, providing the basis for strength-
ening Russia's economy. In the early 2000s, the Rus-
sian government began to actively stimulate the de-
velopment of innovations in the country, creating new
science and technology centres®, innovation funds,
and innovation support programmes.

By 2000, about 10% of Russian enterprises
were innovatively active

By this time, many other factors contributed to the
innovative development of production, including
a high level of technical competence and qualifica-
tion of workers, availability of own potential for cre-
ating new products, as well as ideas formed based
on foreign experience.

GENERATION 77

An important role is also played by the innovative at-
mosphere in society, which is supported by the calls
of the country's leadership for the development of in-
novations, various events, and the creation of innova-
tive development programmes at various levels with
the financing of innovative projects’. Despite these
factors, the country's innovation potential has not
been fully realised.

In 2002, the federal target scientific and technical
programme ‘Research and Development in Priority
Areas of Science and Technology for 2002-2006" was
adopted, which was aimed at developing the national
innovation system by identifying technological prior-
ities and supporting related projects, expanding the
resource base of scientific, research, and education-
al centres, integrating science and education in order
to develop human resources, etc

Later, in order to implement the Address of the Presi-
dent of the Russian Federation to the Federal Assem-
bly of the Russian Federation, the Russian Venture
Company was established to form a national inno-
vation system pursuant to Order of the Government
of the Russian Federation No. 838-r° dated 7 June
2006.

As the economy was recovering, the Russian GDP
reached the pre-reform level by 2008 and amounted
to 293,527 rubles per capita®. In the same year, the
state financed various innovation projects for more
than 1 trillion rubles, which is almost twice as much
as in the United States. There were more than 8,000
innovation projects in Russian companies”.

5 A.E. Dvoretskaya. Innovation activity of Russian enterprises: analysis of the current situation // International Scientific and Practical Internet Journal

"PRO-Economics”. No. 7, 2018

6 S.\V. Manakhov, M.I. Abramova. Innovation activity in Russia: retrospective and modern trends of development // Industry: economics, management, tech-

nology. 2014. No. 5, V. 54

7 B..Maksimov. State, dynamics and factors of innovation activity in the sphere of Russian production in the early 2000s // St. Petersburg Sociology Today.

2010. No. 2.

8 Decree of the Government of the Russian Federation No. 605 “On the Federal Target Scientific and Technical Programme "Research and Development

in Priority Areas of Science and Technology for 2002-2006" (dated 21 August 2001).

9 Order of the Government of the Russian Federation No. 838-r dd. 7 June 2006.

10 E.B.Lenchuk. Issues of Building the Innovation System of Russia [collection of scientific articles)

11 In 2009, the state spent 1.5 trillion rubles to finance various innovation projects // Rossiyskaya Gazeta



http://www.kremlin.ru/acts/bank/529
https://inecon.org/docs/Lenchuk_book_2010.pdf?ysclid=lhyiz8qpp3573213207
https://innopraktika.ru/upload/report.pdf?ysclid=lhishmsjxg737253317
 https://www.consultant.ru/cons/cgi/online.cgi?req=doc&base=EXP&n=258811&ysclid=li8wlsyrxh24556057#5HTaefTO8SJC3YPR1
https://proeconomics.ru/catalog/2018/7/dvoretskaya.pdf
https://proeconomics.ru/catalog/2018/7/dvoretskaya.pdf
https://cyberleninka.ru/article/n/innovatsionnaya-deyatelnost-v-rossii-retrospektiva-i-sovremennye-tendentsii-razvitiya?ysclid=lhri83c5se839074941
https://cyberleninka.ru/article/n/innovatsionnaya-deyatelnost-v-rossii-retrospektiva-i-sovremennye-tendentsii-razvitiya?ysclid=lhri83c5se839074941
https://cyberleninka.ru/article/n/sostoyanie-dinamika-i-faktory-innovatsionnoy-deyatelnosti-v-sfere-rossiyskogo-proizvodstva-v-nachale-2000-h-gg
https://cyberleninka.ru/article/n/sostoyanie-dinamika-i-faktory-innovatsionnoy-deyatelnosti-v-sfere-rossiyskogo-proizvodstva-v-nachale-2000-h-gg
http://pravo.gov.ru/proxy/ips/?docbody=&link_id=4&nd=102072488&ysclid=li8wuokzqi795976216
http://pravo.gov.ru/proxy/ips/?docbody=&link_id=4&nd=102072488&ysclid=li8wuokzqi795976216
https://www.garant.ru/products/ipo/prime/doc/6099860/
https://inecon.org/docs/Lenchuk_book_2010.pdf?ysclid=lhyiz8qpp3573213207
https://rg.ru/2010/03/23/innovacii.html?ysclid=libmujqf325143687

1 KEY FINDINGS OF THE 2 RETROSPECTIVE OF INNOVATIVE 3 STuDY
STUDY DEVELOPMENT OF MODERN RUSSIA METHODOLOGY

INNOVATIONS IN THE PERIOD
OF OVERCOMING THE CONSEQUENCES
OF THE GLOBAL FINANCIAL CRISIS

The commendable achievements of the Russian
economy did not fully translate into tangible out-
comes in terms of economic growth and technolog-
ical advancement. In 2009, Russia still lagged behind
in innovation compared to other countries.

In response to the global financial crisis, the govern-
ment adopted the Strategy of Long-Term Social and
Economic Development of Russia until 2020%. This
strategy aimed to shift the economy from reliance on
commodities to one driven by innovation. It empha-
sised fostering innovation within existing enterpris-
es, supporting the establishment of new innovative

companies, and coordinating efforts between busi-
nesses, academia, and the government to prioritise
modernisation and technological advancement in key
sectors, thereby creating an environment conducive
to innovation and promoting innovative development
across various sectors of the economy.

Building upon this framework, the Strategy of Inno-
vative Development of the Russian Federation for the
Period until 2020" was implemented in 2011. Its objec-
tives included increasing the proportion of industri-
al enterprises engaged in technological innovations
to 50% by 2020, up from 9.4% in 2009. Additionally,
it aimed to elevate Russia's share in global markets
for high-tech products and services (such as nuclear
power, aviation equipment, space technology, special
shipbuilding, etc.) to 5-10% by 2020. The strategy also

Innovation activity of Russia in 2009 compared to leading countries, %
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Source: Strategy of Innovative Development of the Russian Federation for the Period until 2020

12 Order of the Government of the Russian Federation No. 1662-r dd. 17 November 2008.

13 Order of the Government of the Russian Federation No. 2227-r "On the Strategy of Innovative Development of the Russian Federation for the Period until

2020" (dd. 8 December 2011).
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targeted a 2% share of Russian high-tech exports
in the global market by 2020, along with boosting the
gross value added of the innovation sector in the GDP
to 17-20% and increasing the share of innovative prod-
ucts in the total volume of industrial output to 25-35%
by 2020.

Starting from the 2010s, companies began to devel-
op an innovation management system. In the public
sector, corporations commenced implementing inno-
vation development programmes, while private sec-
tor companies were formulating relevant strategies.
This enabled them not only to grow and remain com-
petitive in the market but also to make a significant
contribution to the country’s economic development.
Some companies established dedicated innovation
units tasked with exploring new technologies, de-
veloping new products and services, and enhancing
existing ones. Many companies also initiated active
collaborations with universities and research centres
to gain access to the latest developments and tech-
nologies.

In 2011, the primary focus of state-owned companies'
innovative development programmes was on techno-
logical innovations. This emphasis stemmed from the
necessity to modernise and technologically upgrade
domestic industries, making this trend pertinent not
only for state-owned companies but also for private
enterprises. However, marketing innovations were
not in high demand, with only half of the innovatively
active entities investing in organisational innovations.

Starting from 2010, companies started
creating an innovation management sys-
tem and implementing innovative develop-
ment programmes

Machinery and equipment purchases constituted
the largest share of expenditures on technological
innovations (41.5%), while research and development
of new products, services, and production processes
also held significant weight (34.8%).

GENERATION 77

Expenditures on all other types of innovation were
considerably lower, totalling no more than 24% in ag-
gregate™

In 201, the innovation activities of public
and private industrial companies were fo-
cused on technological innovations

In 201, both public and private industrial companies
directed their innovation activities towards techno-
logical advancements. Consequently, the expenditure
on technological innovations in industrial production
increased by 21.4% in 2012 compared to 2011; hence,
industrial enterprises began investing more in inno-
vation®.

Subsequently, in 2014, the State Program “Develop-
ment of Science and Technology” was adopted for
the period until 2020. Significant funds were allocated
within this programme to finance scientific research,
create new technologies, and develop innovation in-
frastructure.

In 2016, another document was adopted - the Strate-
gy of Scientific and Technological Development of the
Russian Federation®™ - aimed at creating an innova-
tive economy based on the utilisation of new technol-
o0gies, advancing science and education, and enhanc-
ing citizens' quality of life. This document outlined
key areas for science and technology development,
including the creation of new materials and technolo-
gies, intelligent systems and robotic technologies, the
space industry, biotechnology and medicine, and the
digitalisation of the economy and society.

14 M.A. Gershman. Programmes of innovative development of state-owned companies: first results // Foresight. 2013. No. 1

15 1.l Chinaeva. Technological innovations in the Russian Federation: statistical analysis // Russia: trends and prospects for development. 2016. No. 11-1

16 Decree of the President of the Russian Federation No. 642 "On the Strategy of Scientific and Technological Development of the Russian Federation”

dd. 1 December 2016).

17
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Despite the measures implemented since 2013, there
has been a steady decline in the proportion of inno-
vative products (from 9.2% to 5.3% in 2019) and expen-
diture on technological innovation (from 2.9% to 2.1%
in 2019). Additionally, the percentage of companies
involved in organisational, environmental, and mar-
keting innovation has decreased, with environmen-
tal innovation dropping almost threefold (from 1.6%
in 2014 to 0.6% in 2019)".

The consequences of the crisis have hindered the full
implementation of the stated goals, leading to sever-
al priorities serving merely as a basis for the creation
of new strategic documents in the fields of economy
and innovation. During this period™, 88% of scientists
and businessmen found it challenging to ascertain
whether innovation projects in Russia were imple-
mented and financed in 2009%. Furthermore, the ma-
jority of the Innovation Strategy's targets were not
met, with only four out of 45%° indicators reported
as achieved by the end of its implementation in 2020.
The industrial production index decreased in 2020,
amounting to 97.9% of the 20197 level.

A notable aspect of the crisis period was the increase
in the innovation activity of the state, surpassing that
of large businesses?.

The consequences of the global financial
crisis did not allow to fully implement the
innovation goals set by the state

INNOVATIONS DURING THE COVID-19
PANDEMIC

The COVID-19 pandemic has also significantly impact-
ed the innovation activities of Russian companies.
Planning and decision-making systems have proven
ineffective in the face of restrictions and prohibitions
on movement. Many companies were compelled
to transition to remote working and reassess their
approach to conducting business®.

The sectors most affected by the pandemic were the
oil and gas industry, airlines, tourism, industrial pro-
duction, construction and real estate, banks, retail,
restaurants, and hotels due to restricted movement
and closed borders. This also led to business inter-
ruptions and production halts, as well as reduced de-
mand for certain goods and services.

The COVID-19 pandemic has become both
an obstacle to the development of com-
panies and has also created incentives
for innovative development.

However, the pandemic has also stimulated the de-
velopment of new technologies and innovations, for
example, in medicine, telecommunications, ecom-
merce, and other areas..

17 A.G.Zeldner, V.S. Osipov. Innovation strategy of Russia 2011-2020: results and management problems // CITISE. 2020. No. 4. V. 26

18 Russia's development concept until 2020 turned out to be unfeasible. Why did the trajectories of the 2008 national goals and the country’s actual develop-

ment diverge // RBC

19 In 2009, the State spent 1.15 trillion rubles to finance various innovation projects // Rossiyskaya Gazeta

20 Yu.A. Petrovskaya, I.V. Shchekina. Implementation of the Strategy of Innovative Development of the Russian Federation until 2020: results and prospects //

Vestnik of NSUEM. 2018. No. 4.
21 Innovative development of the Russian Federation in 2020

22 In 2009, the State spent 1.15 trillion rubles to finance various innovation projects // Rossiyskaya Gazeta

23 Adaptation to the new innovative reality: trends, technologies, prospects.
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supply chains.

Ekaterina Petrova

Director of GenerationS, Corporate

Innovation Development Platform

Some companies have shifted to the production
of medical devices and protective equipment, which
has also contributed to the development of the do-
mestic industry. The pandemic has also triggered the
strengthening of government support for innovative
projects and programmes aimed at developing the
digital economy and creating new jobs.

As a result of joint efforts of the state and the
business community, the volume of expenditures
on the development of innovation activities in 2020
increased by 8.2% compared to 2013 and amounted
to 2.1 trillion rubles®.

In general, according to Rosstat?, in the period from
2017 to 2021, there are both rises and falls in the lev-
el of the innovation activity of Russian organisations,
including within the framework of types of economic
activity, which indicates the heterogeneity of the in-
novation activity of enterprises.

According to the data for the year 2021, innovation
activity was carried out by 11.9% of large and medi-
um-sized organisations. The most innovatively active
organisations are in such sectors as industrial pro-
duction (17.4%), services (10.5%), manufacturing (17.4%),
telecommunications, and IT (12.2%). At the same time,
there are positive trends in all sectors of the Russian
economy?.

24 Innovative response to the consequences of the pandemic
25 Science, innovation and technology // Rosstat
26 Innovation activity indicators

The growth in corporate innovation has been driven not only by increased demand for certain types
of goods and services, but also by the willingness of large corporations to adapt to the new realities and
the necessity to digitise key business processes to meet customer needs and maintain smooth-running
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Innovation activity of Russian organisations in the period from 2017 to 20217, % FURTHER DEVELOPMENT

OF INNOVATION IN RUSSIA The innovative development of Russia is still

Types of economic activity 207 2018 2019 2020 2021 _ o in its formative stage. The state employs
. _ In 2022, Russia ranked 47th out of 132 countries in the various methods and measures to bolster

Processing enterprises 26.2 232 20.5 213 231 Global Innovation Index?. There is growth in indica- innovation activity across sectors of the
Extraction of minerals 8.9 79 6.8 6.8 78 torgguch asdornesUC}narketdgvehnynent,creaUve economy. This includes incentivising the es-

activity, human potential, and science infrastructure. tablishment of hightech industries, funding
Supply of electric power, gas and steam:; air conditioning 8.4 6.9 81 9.9 9.0 However, Russia still lags behind other countries in research and development programmes, and
[excelptdfog Saleﬁzelet}érlqpoweﬁ Sallf Qf glasefousfuel i some areas. For example, Russia ranks only 82nd in fostering a community of technological en-
supplied through distribution networks; sale of steam and hot the field of investment in innovation and commer- trepreneurs. However, despite these efforts,
water (heat energy) L L o . X i N

cialisation of scientific ideas. Additionally, there is in- the level of innovation activity among compa-
Water supply; wastewater disposal, organisation of waste 42 34 4.6 5.8 5.6 sufficient use of new technologies in production and nies remains relatively low. This underscores
collection and utilisation, pollution elimination activities service delivery. the need to explore additional mechanisms

to stimulate business entities.
Construction 3.6 39 45 . .
2022, Russia ranked 47th in the

Transportation and storage 2.8 40 3.9 Global Innovation Index
Publishing activity 26 2. 2.5 3.8 51
Telecommunication activities 16.6 12.4 126 131 127 The impediments to innovative development include

underdeveloped regulation, environmental sustain-
Computer software development, consulting services in this N4 101 n1 13.2 151 ability concerns, a weak business environment, and
field and other related services 29 )

the knowledge level of employees?. Ekaterina Petrova
Information technology activities 11 5.0 55 10.2 8.0

Amidst the prevailing geopolitical landscape, the Director of Generations,
Activities in the field of law and business accounting 2.6 2.8 19 4.2 37 Russian Government persistently reinforces its sup- Corporate Innovation

port for innovation activities. This includes providing Development Platform
Activities of head offices; management consultancy 39 4.0 36 5.2 b4k f'nan?'al aSS_'Stance to enterp_rlses Operatlpg In pri-

ority industrial sectors, alongside technological small
Activities in the field of architecture and engineering design; 13.0 124 9.7 107 109 businesses and startups.
technical testing, research and analysis
Research and development 66.7 61.4 51.3 511 475
Advertising activities and market research 2.2 3.7 3.0 2.6 88
Other professional, scientific and technical activities 11 2.3 43 8.8 93
Health care and social services 5.3 8.6
Innovation activity in general 14.6 12.8 9.1 10.8 nsg

Source: Rosstat data

27 Innovation activity is determined in accordance with the methodology for calculating the indicator, as approved by Order of Rosstat No. 818 “On Approval
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of the Methodology for Calculating the Indicator “Level of Innovation Activity of Organisations" (dd. 27 December 2019)

GENERATION-STARTUP.RU

28 Global Innovation Index 2022
29 Global Innovation Index results: Russia ranks 47th // RBC
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STUDY
METHODOLOGY

from their own experiences.

Such companies can serve as guides for innovation
for small and medium-sized businesses. Their ex-
periences, best practices, and results in innovation
activities can inform decisions regarding innovation
development within a company, potentially driving
sustainable growth and enhancing competitiveness.

The aim of this study is to evaluate the state of inno-
vation activity among the largest Russian companies
across various economic sectors and to identify best
practices within the framework of the "open innova-
tion" model.

The subject of the study comprises companies that
applied for participation in the GenerationS Innova-
tion Award 2023, are actively involved in innovative
activities, have an annual turnover of at least 800 mil-
lion rubles, employ at least 250 individuals, possess
an innovative development strategy, and demon-
strate tangible results of innovative activities along
with confirmed cases within the framework of the
"open innovation” model.

24

To enact the innovation agenda successfully, it's crucial to consider the activities of large
companies that lead their respective industries. While small technology firms and start-
ups typically take advantage of state-provided support measures, industry leaders, in or-
der to maintain their competitiveness, often pursue the innovation agenda independently.
They develop their own innovative mechanisms, prioritising best practices and drawing

GIA AWARD PARTICIPANTS
Annual turnover Employees
>800 >250
MILLION RUB PEOPLE

Innovation strategy

OPEN INNOVATION MODEL

The subject of the study encompasses the inno-
vation activities of companies, focusing on indica-
tors and outcomes at both the company-wide level
and within specific entities such as innovation units
and innovation leaders. This analysis extends across
various sectors including fintech, IT, retail, telecom-
munications, energy, aviation, machine building, ship-
building, and transportation.

GENERATION-STARTUP.RU
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The study draws on data from over 50 companies®,
whose characteristics are outlined in the study's
scope. This data was collected through a ques-
tionnaire survey conducted between 11 January
and 31 March, 2023. The questionnaires comprised
both open-ended and closed-ended questions, ad-
dressing both guantitative and qualitative aspects.

The companies were queried on several key
aspects:
The framework of innovation activity

The nuances of innovation management and the-
crucial performance indicators

The contribution of innovation initiatives to the
company's progress

The level of support provided by company man-
agement for innovations

Breakdown of companies by lines of business

GENERATION 77

Strategies for identifying and integrating innovative
solutions. Moreover, the companies responded to in-
quiries regarding the innovation leader and team, as
well as the challenges of implementing innovations
amidst geopolitical complexities.

The study also scrutinised the innovative solutions
and practices adopted by the companies. These solu-
tions, implemented either independently or in collab-
oration with partners, had positive impacts on spe-
cific divisions or the entire company. They enhanced
product or service quality and facilitated the substi-
tution of foreign products with domestic alternatives.

Retail Fintech Energy

STUDY PARTICIPANTS

IT Telecommunications

Transportation and
mechanical engineering

Source: GenerationS data

30 Some findings of the study are based on the answers of a smaller number of respondents due to differences in the profile of activities and unwillingness

to disclose internal data that contains proprietary information.
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INNOVATIVE
COMPANY PROFILE

The study analyses the structure and specificities of companies’ activities in innovation
management, along with the effectiveness of decisions made and innovation projects

implemented.

INNOVATION STRATEGY

Having an innovation strategy is one of the factors
determining the development of an organisation®.
Strategies may vary in scope: they can be integrat-
ed into the organisational development strategy as
a separate section, or they can exist as standalone
strategic documents.

100 7%

All study participants have some form
of innovation strategy.

These strategies include sections on digitalising
and automating company operations, enhancing pro-
duction efficiency, developing environmental tech-
nologies, and creating customer-friendly services,
among others. Depending on the specifics of the
organisation's activities, the priorities of innovative
development may vary.

INNOVATIVE PERFORMANCE
INDICATORS AND THE ROLE OF TOP
MANAGEMENT

Any strategic development document implies track-
ing the progress of its implementation; therefore,
efficiency and effectiveness indicators are crucial
in analysing strategy implementation. The success
of innovation also depends on support from the com-
pany’s management.

Among the companies analysed, the overwhelm-
ing majority of top management (92%) supports the
company's innovation activities and acknowledges
that innovation holds a significant place in the organ-
isational structure. The remaining answer options,
where innovations are partially supported or not sup-
ported at all, each account for 4% of responses.

31 D.V.Savoteev. Innovation development strategies: concept, substance and classification // Social Theory
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Support of innovation activity by the company's top management

92 7% 4% 4%

Innovation constitutes a significant Initiatives receive While innovation
aspect of the company'’s organisational partial support. projects lack official
structure and receives official support support.

from the company's top management.

Source: GenerationS data

Thanks to the comprehensive efforts of the
innovation team at RESHETNEV JSC, the en-
terprise underwent systemic transformation.
This included transitioning to a fundamen-
tally new industrial model of digital design
and spacecraft development, alongside the
automation of serial production. As a result,
RESHETNEV JSC emerged as a leader in driv-
ing global changes within the domestic space
industry, enabling swift responses to exter-
nal challenges such as: creation of multi-sat-
ellite constellations of small spacecraft:

The establishment of multi-satellite con-
stellations of small spacecraft.

The adoption of robotic flow line produc-
tion technologies.

Ensuring sovereignty in critical technolo-
gy domains.

Yevgeny Nesterov

Director General
of RESHETNEV JSC

32 More details in Section 5 of this study

Performance indicators of various levels and scopes
are integrated into the structure of the strategies.
Some are expressed in monetary terms, while others
relate to assessing the impact on the organisation
and the quantity of solutions to be implemented.
For instance, performance indicators such as innova-
tion-driven reduction of CAPEX per project, the num-
ber of contracts signed by startups with the compa-
ny, the number of pilot initiatives, the amount of R&D
expenditures, and employee training in innovation
methodologies, among others, may be established
at the organisational level.

These examples of Key Performance Indicators (KPIs)
demonstrate that innovation activities are not solely
focused on developing innovative solutions in-house
through employee training and allocating funds
for scientific research. They also involve collabora-
tion with external partners and startups®.
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Our primary focus in the realm of innova-
tion is to establish a comprehensive inno-
vative ecosystem, enabling Rosatom to lead
in the development of new technologies and
enhancements to existing ones. This involves
fostering partnerships with other companies,
scientific institutions, and startups. At ROSA-
TOM, key indicators of innovation efficiency
include:

The proportion of innovative products and
services in the total sales of products and
services within the sector.

The number of outcomes from intellectu-
al activities.

The level of expenditure on research and
development compared to the volume of
output of innovative products and ser-
vices.

As of 2022, innovative products within
the Rosatom State Corporation account
for 23.9% of the total sales volume, surpass-
ing the planned value of 215%. Additionally,
research and development costs relative
to the total output of innovative products
and services stand at 13.86%.

Alexander Shvalev

Deputy Director General
for Innovations, Innohub LLC
(Rosatom State Corporation)

METHODOLOGY

MOTIVATION OF EMPLOYEES AND
THEIR INVOLVEMENT IN INNOVATION
ACTIVITIES

On average, approximately 30% of company employ-
ees participate in innovation processes. Moreover,
over half of the companies incorporate performance
indicators related to innovation in evaluating the
efficiency of their middle management. Specifical-
ly, 56% of the companies have officially established
innovation Key Performance Indicators (KPIs), while
38% have informally defined innovation KPIs. Only 6%

of the companies have not established such perfor-
mance indicators.

~ 30 %

A considerable proportion of employees in large
companies participate in innovation processes.

Innovative Key Performance Indicators (KPIs)
for middle management are available.

b6 7%
Formally established
38 7%
Informally established
6%

Not established

L '
Source: GenerationS data

In the vast majority of cases (92%), employees under-
go training to enhance their innovation skills. Only 8%
of companies do not provide innovation training.
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Educational courses/events in the field of in-
novation in the company

92 7% 8 7

Source: GenerationS data

In order to create incentives to work with innovation,
86% of companies have elaborated and use systems
for motivating employees to innovate.

Availability of a system to motivate

employees to innovate
14 %

86 7
Non-available

Available

Source: GenerationS data

Employees are motivated by both financial and
non-financial incentives, with non-financial incen-
tives being predominant.

GENERATION 77

The most common types of employee
incentives

Financial incentives include:
Performance-based bonuses
Valuable gifts
Motivational trips

Non-financial incentives encompass:
Development of own projects
Mentorship
Participation in closed events
Placement on the honours board

Presentation of commendations and di-
plomas

Horizontal rotation/promotion

Source: GenerationS data

31


https://generation-startup.ru/

1

KEY FINDINGS OF THE 2 RETROSPECTIVE OF INNOVATIVE 3 STUDY
STUDY DEVELOPMENT OF MODERN RUSSIA METHODOLOGY

We don't advocate for formal innovation Key Performance Indicators (KPIs) within the bank’s divisions.
Instead, we find informal motivation to be more effective, such as acknowledging the most active and en-
gaged Alfa People employees with distinctive marks on the corporate portal ("achievements”). We offer
two types of "achievements”.

The first type pertains to the popularity of innovation in the bank. Acquiring such an "achievement’
is straightforward: you can achieve it by providing an expert comment on news in Fintech Digest or de-
livering an engaging presentation at the Innovation Council as a speaker. The second type consists
of "achievements” for outstanding excellence in innovation. To earn this, considerable effort is required:
launching several pilot projects or becoming an innovation ambassador in your business line. A captivat-
ing image is crucial for "achievements"; for instance, we award rockets pointing upwards for launched pi-
lot projects. Another strategy: we reward not only the initiative leaders but also their managers for active
involvement, as they often drive the process.

"Achievements” yield positive results! Soon after the first rockets appeared on the portal, colleagues
flooded in with inquiries: "How can | earn one of these?" This spirited interest has already sparked numer-

ous new pilot projects.

Ekaterina Solovyova

Head of Innovation Office
of Alfa-Bank JSC

WAYS TO IMPLEMENT AND SEARCH
FOR INNOVATIVE SOLUTIONS

To implement innovative solutions, companies uti-
lise various tools, including accelerator programmes
and hackathons, in-house research and internal de-
velopment implementation, establishment of joint
ventures and R&D centres, technology scouting, and
creation of corporate venture funds.

Accelerator programmes are frequently employed
by companies as a means to discover innovative
solutions. In 2022, 69% of companies utilised acceler-
ator programmes to identify technological solutions
for subsequent implementation.

32

Accelerators 2022
69 % 3%
Yes No

[ —
Source: GenerationS data

The methods of conducting accelerator programmes
vary among companies: 39% conducted accelerator
programmes independently, 28% organised them ex-
clusively with partners, and 33% conducted acceler-
ator programmes both independently and in collabo-
ration with partners

GENERATION-STARTUP.RU
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Ways of conducting accelerators

39 % 33 7 28 7%

On their own Jointly with Both on their own and jointly
partners with partners

Source: GenerationS data

MTS StartUp Hub was initiated 5 years ago, precisely with the launch of an accelerator. Since then, we
have conducted 7 accelerator programmes and established 4 incubators, resulting in the development
of over 7000 startups. Concurrently, we introduced a corporate venture fund, innovation labs, as well
as scouting and analytics divisions.

As we progressed, we decided to transition from conveyor programmes for working with startups and
frequent accelerator sets to a more targeted approach of searching for and implementing solutions -
and investing in them. This approach, known as 'tailor-made’, involves MTS StartUp Hub examining the
requirements of business verticals, analysing the industry landscape and international practices, and
subsequently identifying a suitable solution in the market. The team then aligns the needs of the MTS
ecosystem with the features of an off-the-shelf product.

Dmitry Kurin

Director for Innovations and Investments
of MTS PJSC, CEO of MTS StartUp Hub
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PROFILE

OF INNOVATION TEAM

AND INNOVATION LEADER

INNOVATION TEAM OF THE
ORGANISATION

The employees of any company are its main asset, as
it is their work that determines the company's suc-
cess and effectiveness in achieving its goals

197

Of the companies surveyed, have
an innovation unit in their organisational
structure

In some organisations, such units are divisions within
the structure of management departments; in oth-
ers, they are stand-alone departments or even sub-
sidiaries with more detailed internal division depend-
ing on the areas of activity within the company. The
remaining part of the companies (21%) do not have
a dedicated innovation unit, but there is a team that
performs the innovation unit functions Innovation
centre/hub in the company.

34

Innovation center/hub in the company

197 21%

Available No, but there is a team

Source: GenerationS data
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The Head Company of MMC Norilsk Nickel has
established a so-called innovation vertical
subordinate to the Vice President for Inno-
vation.

Its structure includes departments responsi-
ble for the development and implementation
of digital technology solutions, the develop-
ment of new products and technological in-
novations, as well as innovative development
and commercialisation of inventions.

Innovation teams of the sites, which are
crossfunctionally subordinated to the VPI,
have also been established and are success-
fully implementing projects.

We have a project-based approach. All de-
cisions are made in cross-functional teams,
each idea goes through the stages of con-
ceptualisation and prototype testing.

Successful prototypes move to the imple-
mentation stage. Innovation is all about
the ability to work with risk, speed of deci-
sion-making and rational use of company
resources.

Vladimir Klimarev

Head of Methodology,
PJSC MMC Norilsk Nickel

Generally, the team's performance has a significant
contribution to profit or revenue growth - in 90%
of cases®, the unit's innovation management activi-
ties have a significant impact on the overall develop-
ment of the company.

GENERATION 77

Contribution of the innovation team
to the company's development:

90 %

The results of innovation activities have
a significant contribution to the overall
development of the company (expressed
in monetary terms in revenue/profit).

0
Hh %
Innovation activities have some contribution
to the overall development of the company

(insignificantly expressed in monetary terms
in revenue/profit).

0
5%
Innovation activities are not assessed; the
results have an insignificant impact on the

overall development of the company (no
monetary assessment is made).

]
Source: GenerationS data

On average, the company's innovation unit piloted
about 50 projects in 2022, of which 12 were scaled
up and implemented. This indicates that about 25%
of the projects implemented by the innovation unit
prove their effectiveness and have a positive impact
on the achievement of the company’s strategic ob-
jectives.

~25%

Approximately 25% of projects piloted
by the innovation unit were scaled
up and implemented

33 The conclusions are based on the data submitted as part of participation in the GIA Award in the 'Innovation Team of the Year' category. The sample included

21 companies.
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INNOVATION LEADER PROFILE

The success of an innovation team in a company
largely depends on the manager who leads it. Ac-
cording to the study data, the profile of an innovation
team leader is as follows:

In 62% of cases, the age of the innovation unit head
is between 36 and 50 years old. They possess higher
education, at least at the level of a specialist or mas-
ter's degree.

Age of the company's innovation leader

28 7% 62 7

26-35 years 36-50 years

10 %
Over 50 years

Source: GenerationS data

Level of education of the innovation leader

50 %

Higher, specialist
and/or master's degree

50 7%

Higher, postgraduate studies
and/or academic degree

]
Source: GenerationS data

In 60% of cases, leaders have more than 10 years
of innovation management experience, with no leader
having less than 3 years of innovation management
experience. This shows that in large innovative com-
panies, regardless of their field of activity, innovation
is managed by experienced specialists.

Innovation leaders in organisations are personally re-
sponsible for the achievement of the company's inno-
vation goals: 72% of managers have key performance
indicators related to innovation.

specific weight of each of them:

gramme®.

Gazprom PJSC has established corporate-wide Key Performance Indicators (KPIs) to assess the perfor-
mance of the Management Board members and other executives and to motivate members of the compa-
ny's Board of Directors. One of these indicators is an integrated key innovation performance indicator, which
reflects the sum of assessments of the achievement of target values of indicators, taking into account the

Number of patents received during the reporting year

Reduction of specific greenhouse gas emissions in CO2 equivalent

Share of Research and Development (R&D) expenditures in revenue

Assessment of the quality of development/annual implementation of the Innovation Development Pro-

34 Annual Report of Gazprom PJSC.
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Leader’s experience in innovation

management
18 7% 22 %
3-5years 5-9 years

Source: GenerationS data
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Availability of innovation KPIs for the
innovation leader

12 % 5%

Available Non-available

23 75

Available, informally

Source: GenerationS data
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SHAPING THE INNOVATIVENESS
OF COMPANIES

The literature devoted to the analysis of factors affecting the results of innovation activity
of companies distinguishes several groups of innovativeness factors®.

Individual Group/team level Organisational
Personal characteristics - Team climate Organisational structure
Motivation (internal and - Group structure Organisational culture
external) . Leadership type . Strategy
Intelligence and experience . Types of tasks . Resources

35 Zennouche, M., Zhang, J. and Wang, B.W. (2014) 'Factors influgncing innovation at individual, group and organisational levels: a content analysis;, Int. J. Infor-
mation Systems and Change Management, Vol. 7, No. 1, pp. 23-42
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KEY PERFORMANCE INDICATORS

Key performance indicators as an individual factor
related to external motivation for innovation activi-
ties was measured as a binary variable with a value
of 1when there are formal or informal performance
indicators related to innovation activities, and 0 when
there are none.

A number of studies have found that motivation
affects not only the quantity but also the quality*®
of innovation activity, so the study tested this fac-
tor at two levels: innovation leader and middle man-
agement. Since virtually the overwhelming majority
of leaders have KPIs for innovation activities, we have
additionally decided to compare the correlation be-
tween formal and informal KPIs and the number
of internal and external startups launched. For top
management, no significant difference was found
between formal and informal KPIs in their correlation
with the number of projects. We may conclude that
the number of new projects is not affected by the
availability of a formal system of performance in-
dicators if the leader is in charge of the company's
innovation activities in general. Based on the results
of the analysis of textual answers about the types
of additional motivation, we can draw a conclusion
about the prevalence of financial incentives for em-
ployees who suggest innovations. One of the reasons
for this effect is the importance of internal motiva-
tion of people when implementing innovative proj-
ects, which has already been mentioned®’ .

At the same time, cash bonuses and payments repre-
sent pure external motivation, which is a supplemen-
tary rather than the main tool for innovation activity
of a particular employee or innovation leader.

GENERATION 77

Internal motivation of the innovation lead-
er and the company's employees is one
of the key factors for the company's inno-
vative development

For a more in-depth study of the companies' innova-
tion environment, the second stage involved a qual-
itative analysis of the collected textual data from
several companies that provided detailed descrip-
tions of introducing innovations in various areas

GOALS AND OBJECTIVES
OF COMPANIES IN THE FIELD
OF INNOVATION

The key objectives of innovation development
for companies often revolve around ensuring long-
term and sustainable competitive advantages and
increasing user loyalty. All participating companies
in the study can be broadly divided into two sectors:
digital companies (including banks, retail businesses,
and companies actively implementing digital innova-
tions) and manufacturing companies focused on en-
hancing their production process chains.

Both groups share a common goal of optimising busi-
ness processes. Several companies achieve this by
leveraging digital solutions to transform process-
es, such as addressing high labour costs for inter-
nal approvals at various stages of the procurement
process. This objective is further supported by the
unique context of the Russian economy.

36 Sauermann, H. and Cohen, W.M. (2008) What Makes them Tick? Employee Motives and Firm Innovation, NBER Working Paper N.14443.
37 Sauermann, H. and Cohen, W.M. (2008) What Makes them Tick? Employee Motives and Firm Innovation, NBER Working Paper N.14443.
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In the context of the crisis and sanctions,
the issue of improving the company's op-
erational efficiency comes to the fore-
front

INNOVATION TOOLS

Innovation-oriented corporations have drawn upon
best practices from the field of entrepreneurship
to select and integrate new ideas and solutions into
existing business processes. Many of them mentioned
pilot testing of ideas and/or startups refined and de-
veloped in an in-house accelerator when describing
cases of internal innovation.

It can be concluded that Russian large companies are
receptive to both external market ideas and the inter-
nal development potential of employees with an en-
trepreneurial mindset. Most of the described cases
and presented solutions aimed specifically at engag-
ing with the company’s employees: to enhance com-
munication convenience and quality, create a unified
system for new ideas, and expand opportunities
for everyone to participate in organisational develop-
ment and product creation. To this end, corporations
organised internal training for employees to promote
a culture of entrepreneurship and innovation.

Russian large companies are open to both
external ideas from the market and the
development of internal potential among
employees with an entrepreneurial mind-
set.

In addition to investment in employee training, the
general drivers of growth include:

Establishing an internal culture of innovation

Adopting the open innovation model, collaborating
with external startups and research centres

Setting ambitious goals (such as becoming mar-
ket leaders, creating new products, significantly
reducing costs, etc.)

Receiving support from the innovation leader

Internal startup teams typically comprise employees
from various departments, with involvement from
scientists and university staff in numerous projects.
Cross-functional innovation teams yield more pro-
ductive results and innovative solutions.

‘Combining functions with multifaceted
expertise enabled us to develop a com-
prehensive solution in a short period
of time, meeting the company'’s high stan-
dards for customer service, user-friendli-
ness for employees, fault tolerance, and
performance of information systems and
services"

Studies have confirmed that for innovation to occur,
employees often need to communicate and interact
with others, both within and outside the organisa-
tion. Therefore, they require social skills to effectively
communicate with diverse individuals®.

38 Mann, L. (2005) Leadership, Management, and Innovation in R&D Project Teams, Praeger, London.
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An important aspect of innovation development with-
in large corporations involves interacting with exter-
nal partners and engaging third-party intellectual re-
sources, primarily human resources, to generate and
implement innovative ideas. The projects with which
collaborations emerged are participants or finalists
of corporate accelerators organised by large com-
panies.

In most cases, the successful integration of the
startup's proposed solution into the company's busi-
ness processes depended on the high involvement
of both parties in the project (representatives of the
project team from the corporation and the external
startup’s team). Additionally, according to compa-
ny representatives, the successful implementation

GENERATION 77

of the idea was influenced by the partner startup's
experience in its field, as demonstrated by the imple-
mented projects.

The success of innovation is determined by
the active involvement of both the corpora-
tion and the external startup company.

The corporation’s involvement is determined by di-
rect support from management, including the CEQ
and most top managers.

Based on the analysis of innovation cases in large
companies across various fields, the significant role
of the identified key factors was confirmed®.

39 Zennouche, M., Zhang, J. and Wang, BW. (2014) 'Factors influencing innovation at individual, group and organisational levels: a content analysis;, Int. J. Infor-

mation Systems and Change Management, Vol. 7, No. 1, pp. 23-42
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FACTORS INFLUENCING INNOVATION DEVELOPMENT

Individual factors

Supporting quotes

Personal characteristics

Motivation

Intelligence and experience

Group factors

“Can say that | have been involved in innovation development even before
| got a job in the corporation” (Innovation Leader)".

“Based on the results of the internal accelerator, for example, an em-
ployee can continue to develop the solution as an internal product:
to become its leader and build a team or to open their own legal entity
and work [with the company] as a partner”. “If an employee proposed
a breakthrough idea, that employee becomes a partner and a product

owner".

“There is a cross-functional team working on product development
and implementation, consisting of specialists in marketing (analysts
and product managers), R&D (developers, technicians), production
and sales”. “To bring the idea and concept to life, a working group con-
sisting of high-level developers and designers with extensive experi-

ence has been established". “The scientific and technological knowledge
gained from the project has found its way into new innovative solutions”.

Supporting quotes

Team climate

Group structure

Leadership type

Types of tasks

42

"34% of participants re-engage with the internal innovation programme-
employees promote it themselves in their departments, and tell their
colleagues about it. In this way, the culture of internal entrepreneurship
is built up”.

".we have put innovation in the hands of businesses: it is the teams that
are searching for and piloting technological solutions that will subse-
quently implement them. ...creating training programmes for trackers
and tutors, creating and approving a training programme for product
owners to meet corporate requirements”.

“Thanks to the involvement of top management, representatives of the
holding company's functional areas and organisations interested in de-
velopment were included in the project's working group”.

"We prepare colleagues from functional units to independently imple-
ment digital projects of their division”.

GENERATION-STARTUP.RU

4 CURRENT STATE OF CORPORATE
INNOVATION IN RUSSIA

Organisational factors

GENERATION 77

Supporting quotes

Organisational structure

Organisational culture

Strategy

Resources

"A separate division, the Innovation Office, ensures the system is always
running and is constantly improving processes and services".

“Promoting the culture of agro-technical entrepreneurship and inno-
vation, educational activities and organisation of measures to support
investment market participants in the agricultural industry. The team
[of the company’s innovation unit] is open to sharing its experience with
other companies in terms of developing internal entrepreneurship tools".

“The company's digital transformation strategy implies not only the in-
troduction of advanced technologies and solutions into all business pro-
cesses of the company, but also the development of internal competen-
cies of employees in various departments’”.

“Searching for competent partners with experience in the field". In-house
competencies for working with startups, implementing and developing
innovations have been created".

The realisation of the above factors contributes
to the formation of an innovatively successful com-
pany, where both employees and top management
are interested in qualitative changes. The coordinat-
ed work of the company's structural units, as well as
their interaction with the external environment, gen-
erates highly efficient innovative project.

Next, we will explore the most significant cases
of corporations in the field of innovation, created
both by the company's internal innovation teams
and jointly with external organisations and start-
ups, which have been identified based on the results
of the first GenerationS Innovation Award 2023.
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#5 1 SBERBANK PJSC
.

In Russia, 90 million people buy medicines worth 1.77 trillion rubles annually (according to Alpharm). This
expense tends to increase in the event of a health insurance event. The only way to reclaim some of the
CAS ES 0 F I N T E R N AL I N N OVATI 0 N S money spent on medicines is to apply for a tax deduction. To apply for it, individuals need to collect re-

ceipts, licences from medical institutions, certificates, etc., and wait for a refund for several months.
However, the tax deduction cannot exceed 15%.

_ An employee of Sberbank created a service that allows pharmacy customers to receive insurance com-
PJSC ROSSETI - CENTER pensation of up to 90% of the cost of medicines within 1 hour. This project participated in the internal
accelerator SberUP. Following the acceleration, the solution was tested in Sbe-Insurance and then inte-
grated into the product line under the name Pharm-Insurance. The product won the FinAwards award
in the category "Insurance Product of the Year". Today, it is used by more than 150,000 clients of various
insurance companies throughout Russia.

The problems associated with the transmission of electricity meter readings included errors in the manu-
al entry of a large number of digits, complex logistics in transporting production personnel to take control
readings, high non-production costs, and suboptimal use of personnel time.

The problem was solved by PAUK software complex, which is designed to automate the collection of read-
ings and monitor the status of metering devices. The serial number, model, seals and readings are auto-

matically recognised from the image of the meter using artificial intelligence methods. L
yreeod . . : Natalya Magidei

Implementation of the PAUK SC project made it possible to reduce time expenditures by 4,500 man-
hours and resources spend in the amount of 1.6 million rubles per month in one branch for collection and
analysis of electricity consumption data, as well as to improve the accuracy and reliability of the results
obtained. The project is an important step towards automating the energy industry and improving the
economic efficiency of the company's business processes.

Managing Director for Startups,
Sberbank PJSC

Vitaly Akulichev

Deputy Director General for Digital Transformation of PJSC
Rosseti Center, the Managing Organisation of PJSC Rosseti
Center and Volga Region
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MTS-DIGITAL LLC #5 2
o

As part of Oracle import substitution, the in-house team created its own solution RMS (Resource Manage-
ment System) based on the 1C box solution for the company's processes in 2022.

Fnctonaity CASES OF INNOVATIVE SOLUTIONS

Business units do not work within the system; all approvals are done by mail, and all other processes

DEVELOPED THROUGH THE PARTNERSHIP

Electronic Document Management (EDM] for interaction with counterparties and employees.
Integrations with internal systems of the company for the automation and acceleration of processes. 0 F C 0 M P A N I E S
Replication to other subsidiaries of the MTS Group (4 subsidiaries are already integrated, with 6 more

in progress).

The product is used by 100+ unique users daily, and the duration of many key processes has been reduced ALFA-BANK JSC
by two or more times.

Business owners rarely use customer delivery because they are not willing to adjust their schedules
around the courier.

Evgeny Bukhtienko We were challenged to find a new delivery method so that customers could choose a convenient time

. and place to pick up their business cards.
Head of the Project Management

and Automation Center of MTS Digital LLC As a result, Alfa-Bank became the first bank in Russia to offer its customers the opportunity to pick
up their bank cards at postamats in 1,332 locations across Russia - a total of 5,000 pick-up points. The av-
erage time to issue a business card at a postamat was reduced by 3.2 times compared to delivery to the
Bank’s branch, and the cost of delivering one card was reduced by 4 times.

Dmitry Kazankov

Head of Corporate Cards and Cash Products
Development Department, Alfa-Bank JSC
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PJSC MAGNITOGORSK IRON & STEEL WORKS

The Automated System of Current Calendar Production Planning (AS CCPP) is an integrated set of solu-
tions designed to manage production planning at a fullcycle metallurgical enterprise. This system encom-
passes all of MISW's production units, from steelmaking to the shipment of finished products, spanning
across 17 structural divisions, over 200 machines, and approximately 600 different production routes.

Examination results

The AS CCPP system efficiently processes, allocates, and converts up to 15,000 commercial order items
per month into production orders, thereby ensuring the fulfilment of the annual production programme.

Notably, MISW holds the distinction of being the first major steelmaker to adopt a production planning
system developed by a Russian developer.

Pavel Shilyaev

CEO
Magnitogorsk Iron and Steel
Works PJSC

DR. REDDY'S LABORATORIES LLC

The Virtual Patient initiative, developed in collaboration with a technology partner and seamlessly in-
tegrated into the company's thematic portal, serves as an interactive digital training tool for doctors.
It utilises real-life examples of complex clinical cases to enhance medical training.

The materials are meticulously crafted in collaboration with opinion leaders from the professional com-
munity. They feature non-trivial cases, enabling practitioners to practice diagnosing and treating various
conditions effectively. Upon testing the tool, thousands of healthcare professionals have demonstrated
significant interest in this innovative learning format. They have lauded the quality and relevance of the
content prepared.

Ilya Zaitsev

Head of Digital Platforms and
Innovations Development,
Dr. Reddy's Laboratories LLC
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RESTRICTIONS FACED

INNOVATIONS IN THE CONTEXT OF NEW
GEOPOLITICAL CHALLENGES

BY RUSSIAN COMPANIES

The current geopolitical environment in the world affects various aspects of companies’
operations. Some companies took advantage of the ‘window of opportunities’ and devel-
oped their own solutions (including ‘from scratch’), which are not only a replacement for
foreign analogs, but also significantly surpass them in one or more parameters.

During the period of anti-Russian sanctions, 56%
of companies experienced an increase in the imple-
mentation of innovative solutions. Conversely, in 33%
of companies, the number of innovative solutions re-
mained static, while only 11% witnessed a decrease.

This finding aligns with several studies indicating
that firms with a strong entrepreneurial attitude,
viewing crises as opportunities, tend to introduce
more new ideas and projects during such periods®.

Impact of new geopolitical challenges on innovation activity of companies, in %

56 75

The number of innovative
solutions implemented
increased

33 7

The number of innovative
solutions implemented
remained unchanged

7%

The number of innovative
solutions implemented
decreased

Source: GenerationS data

40 Bao, Y., B. Olson, and W. Yuan. 2011 "Defensive and Expansion Responses to Environmental Shacks in China: Interpreting the 2008 Economic Crisis.” Thunder-

bird International Business Review 53(2): 225-245
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Sanctions had the greatest impact on disruptions
in the supply of equipment, software, and compo-
nents - 35 companies provided this response. For
21 companies, the challenge lay in the inability to par-
ticipate in specialised events and exhibitions abroad.
Additionally, 16 interviewed companies experienced
breaches of contractual relations, while another

GENERATION 77

7 companies had to adjust their hiring strategy due
to an outflow of specialists.

The companies mentioned difficulties related to es-
tablishing and finding logistics channels, limited sales
markets, as well as problems with financing from po-
tential customers.

DIFFICULTIES FACED BY RUSSIAN COMPANIES

DUE TO THE SANCTIONS

Disruptions in the supply
of equipment and software

Breach of contractual relations

Employee outflow

Difficulties with participation
in specialised events and exhibi-
tions abroad

Other

Source: GenerationS data

Companies are endeavouring to overcome these
challenges by seeking additional sales and financing
channels, including through collaboration with firms
from friendly nations, refocusing on the domestic
market, and pursuing import substitution.

The quest for import substitution solutions com-
menced in response to events that jeopardised the
stable functioning of companies' business processes.
Product development began with an analysis of the
current situation, drawing upon global benchmarks
and leveraging their own successful experiences.

Highlighted below are the most successful innova-
tive projects that have achieved import substitution,
identified based on the evaluations during the Gener-
ations Innovation Award 2023.
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PSK PHARMA LLC

Starting from the summer of 2022, supplies of Salmeterol+Fluticasone aerosol to the Russian market
were discontinued, with this product being out of stock in various regions even earlier. Meanwhile, 6.9%
of the country's adult population suffers from bronchial asthma, and the same disease affects about 10%
of children and adolescents. Hence, the product is included in the List of Vital and Essential Drugs (VEDs).
Considering the high social significance of the product and having a medicine with the specified INN from
the List of VEDs in its portfolio, PSK Pharma decided to increase the volume of production of the aerosol.
They accelerated the development and subsequent registration of a new dosage of the medicine - 25+50
mcg/dose, enabling the inhaler's use in the treatment of children aged 4 years and older. Additionally, they
solved the issue of container size, reducing the cylinder volume to 14 ml*.

THE MOST SIGNIFICANT INNOVATIONS
IN THE FIELD OF IMPORT SUBSTITUTION

The second product, Budesonide+Formaterol®, is also included in the List of VEDs. Only 2 companies can
NEXIGN JSC offer the powdered inhalation capsules as a kit, with PSK Pharma being the sole Russian manufacturer
since 2019*. Therefore, the company faced the challenge of increasing production volume within a short
period. According to Alparm's analytical report®, the PSK Pharma team successfully managed this chal-

MegaFon faced the challenge of ensuring the continued development of the corporate portal, following
the departure of the SAP vendor from the Russian market. In 2022, the operator successfully migrated
its key HR processes from SuccessFactors SAP to the Neon platform. Thanks to a micro-service archi-

lenge, with the Respiforb® brand becoming the growth driver of anti-asthma and COPD drugs in the state
segment in 2022. (Note: The sales of both Respiforb® and Respiforb® Combi products were considered
in the research methodology.)

tecture and modular approach, we were able to swiftly replace the foreign system without disrupting
business processes or causing difficulties for employees. Additionally, we successfully implemented new
functionality.

To expedite project implementation, our teams worked concurrently across multiple areas: initiating the
project, developing additional functionality, and customising the platform. Consequently, a new intranet
platform called MegaPolis was launched on the Neon platform, bringing together 30,000 users from sev- Director General of PSK
eral companies affiliated with MegaFon PJSC. Pharma LLC

Evgenia Shapiro

Mikhail Matyushin

Technical Director of Nexign JSC

44 https://grls.rosminzdrav. ru/GRLS aspx?RegNumber=&MnnR=%d0%91%d1%83%d0%b4%d0%b5%d1%81%d0%be%d0%bd%d0%b8%d0%b4%2b%d0%a4%d0%b
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AEROFLOT PJSC

Aeroflot PJSC is the national air carrier and a leading entity in civil aviation in Russia. In the backdrop
of a challenging geopolitical scenario and unprecedented sanctions imposed on the Russian aviation in-
dustry in 2022, Aeroflot undertook a substantial project aimed at achieving the company's main objectives
of countering sanctions, substituting imports, and establishing digital sovereignty:

Ensuring aviation mobility of the population and achieving sovereignty in the air transport sector.
Preserving the aircraft fleet.
Organising the process of aircraft maintenance and repair in the Russian Federation.
Substituting critical software imports.

The sanction restrictions imposed by Western countries resulted in a reduction in the international
destination network, necessitating a shift of flights to domestic destinations and corresponding re-
configuration of infrastructure and operational processes. Addressing vital product provision issues
for preserving and safely operating the aircraft fleet, along with critical software import substitution,
became imperative within a limited timeframe.

Although unprecedented, a comprehensive set of measures was promptly executed to tackle emerging
challenges, with the primary focus on implementing a large-scale project to counter sanctions, substitute
imports, and build digital sovereignty.

In record time, our company engaged domestic suppliers and expanded ties with counterparties from
friendly countries. This ensured the uninterrupted operation of the company under unprecedented sanc-
tion pressure. The fleet of Russia's largest air carrier was preserved, with a full range of aircraft main-
tenance and repair services organised at the premises of Aeroflot Technics, a subsidiary of Aeroflot.
Significant progress was made in the area of import substitution of air transportation software, and
a centre for developing design solutions to maintain a high level of flight safety was established, among
other achievements.
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Mikhail Fedosov

Deputy Director General for Corporate
Governance and Procurement, Aeroflot PJSC
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VENTURE CAPITAL FUNDS AS A TOOL
FOR INVESTING IN INNOVATION

Venture investment mechanisms are also used to support the development of innovation.
Venture investment is an important tool for the development of innovation and it allows
to identify and support promising projects and startups that can lead to new technologies
and increase the competitiveness of a country or company. Venture investments support
innovative ideas, projects and startups that have the potential to be implemented and

SCALING INNOVATIONS FOR THE PURPOSES

OF CORPORATE DEVELOPMENT GENERATION @

NTI Venture Fund managed by Kama Flow searches for technologies in Russia's priority scientific and tech-
nological areas, which comprise DeepTech projects in the sphere of additive technologies and new materi-
als, software, digital medicine, sensorics and robotics.

The volume of the fund is more than 3 billion rubles, the average check is equal to 150 million rubles.

In 2022, the fund invested 325 million rubles in Medical Visual Systems software and hardware complex for
telemedicine. In the same year, investment in the amount of 100 million rubles was received by Stereotech,
a developer of 5D-printers®.

scaled.

Currently, there is a division into public, private,
and corporate venture capital funds. Public venture
capital funds are created to support innovation at the
level of the state and are financed from the budget.
They often collaborate with private investors and
provide startups with access to experts and infra-
structure. Self-invested private investment funds
have the objective of making a profit from the proj-
ects invested. Corporate venture capital funds are
established by companies to support innovation with-
in their industry or to diversify their business lines.
They can fund both internal projects and external
startups that have the potential to collaborate with
the company.

According to the Unicorn Base* portal, there are cur-
rently 142 venture capital funds operating in Russia.

46 Venture capital fund database
47 Venture Eurasia. 2022 results

According to Dsight”, in 2022, the volume of invest-
ments in Russia amounted to USD 418 million: more
than 130 transactions were made. Due to the current
geopolitical and economic situation, there was a de-
crease in the number of transactions and investment
volume, with startups at early stages of development
being the least affected.

Nevertheless, in the face of geopolitical challenges,
venture capital funds continue to operate. Softline
Venture Partners* reported that 29% of the total
number of venture capital funds in 2022 are catego-
rised as highly active. This group included NTI Venture
Fund, Zerno Ventures, TilTech Capital, MTS Al, Sama-
ra Region Venture Fund, Voskhod Venture Fund, VEB
Ventures, etc

48 Softline Venture Partners assessed the activity of the Russian venture capital market

62

GENERATION-STARTUP.RU

Based on the 2022 results, MTS Corporate Venture Fund remained one of the few players that continued
its high investment activity in the Russian market. We are not going to stop: this year, we announced plans
to invest up to 1 billion rubles in startups - and we have already closed 2 deals.

MTS Corporate Venture Fund has been in existence for 3 years and invests in A+/B stage startups that
have strategic value for the MTS ecosystem. The key parameters in selecting projects include prospects
for rapid growth and synergy with the company's current and new business areas. The geography of the
fund's investments covers startups from Russia and CIS countries. The investment amount ranges from
0.5 to 5 million US dollars.

In total, we invested in 3 startups last year, with total investments amounting to half a billion rubles. The
new portfolio companies complemented and strengthened the ecosystem verticals of Big Data, Enter-
tainment, as well as a new product - MTS Junior subscription, which combines a variety of services for
children.

Dmitry Kurin

Director for Innovations and Investments
of MTS PJSC, CEO of MTS StartUp Hub

49 National Technology Initiative [NTI] Venture Fund
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GENERATIONS' ACTIVITIES TO DEVELOP
INNOVATIONS IN RUSSIA

GenerationS is the largest platform in Russia and the
CIS for the development and implementation of inno-
vations in large corporations and holdings. It is among
the top 5 best state accelerators in the world accord-
ing to UBI Global, as well as among the top 100 best
projects in Russia according to the project ‘Strong
Ideas for New Times' The successful track record
is confirmed by the implementation of more than
700 pilot projects and a total investment in alumni
of 47 billion rubles.

The main objective of the platform is to create an in-
frastructure through the unification of science, the
state, and business, which will contribute to achieving
a leading position in future technologies.

{IUN 3
N EUROP|

The best corporate accelerator in Europe
according to Corporate Startup Summit 2018

Top 5 state accelerators in the world
according to UBI Global
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ACCELERATOR PROGRAMMES

GenerationS develops corporate innovations at dif-
ferent levels of innovation maturity of companies
to stimulate technological innovation in sectors of the
economy and create institutional conditions for deep
modernisation of the technological base through the
development of science, technology, and production
areas that can ensure the emergence of funda-
mentally new markets and technological leadership
in them.

In 2013, GenerationS became the first federal acceler-
ator to train teams in technological entrepreneurship,
financial management skills, and team structuring.

Top 100 projects in Russia of the federal
project "Strong Ideas for New Times"

Winner in the nomination “Best Accelerator
of the Year" at Jordan StartUp Expo-2023
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Number of participants in GenerationS accelerator programmes

2013

Source: GenerationS data

Over 80 programmes in IT, Fintech, Oil&Gas, Smart City,
Power&Energy, Robatics, etc. have been held over the
10 years of its existence. The number of accelerator
participants has exceeded 23,000. Apart from the
training, the teams had the opportunity to present
their projects to potential investors and businesses.
In 2023 alone, a pool of more than 800 promising proj-
ects from all over Russia in priority areas of technol-
ogy and engineering in the Russian Federation was
created for JSCo Russian Railways, Promsvyazbank
PJSC, Alfa-Bank JSC, Irkutsk Qil Company LLC, FGBU
Foundation for Assistance to Small Innovative Enter-
prises in Science and Technology (FA), etc.

In 2023, a strategic project for the transportation in-
dustry "Russian Railways Transport Accelerator” was
launched with the support of the Ministry of Trans-
port of the Russian Federation to promote the de-
velopment and introduction of cross-industry innova-
tions within the framework of the Transport Strategy
of the Russian Federation until 2030.
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INTERACTION WITH UNIVERSITIES AND
CORPORATE TRAINING

GenerationS collaborates with universities to support
their strategic, scientific and technological develop-
ment in order to solve business challenges through
technology. The platform has a pool of more than
30 universities that actively participate in corporate
accelerators and other joint strategic projects. Under
the federal programmes “Priority 2030" and "Advanced
Engineering Schools", the following projects have been
launched jointly with universities: corporate-based
prototyping and testing centre for new technologies,
training schools for digital competencies, innovation
management, mentoring and coaching.

GenerationS is an accredited provider of entre-
preneurial competency trainings for students and
a partner of the university accelerators under the
Federal Project entitled “University Technologi-
cal Entrepreneurship Platform”. To date, more than
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80 training sessions on technology entrepreneur-
ship have been conducted for nearly 5000 students
in the Northwestern, Central and Southern Federal
Districts. Methodological and consulting support was
provided to university accelerators involving more
than 1400 students who developed more than 240
startup projects. Such universities as ITMO, PskovSU,
Yaroslav-the-Wise NovSU, KSU, SFU, VoISU, Adygeya
State University, SevSU, MichGAU, SGU Pitirim Sorokin,
Lomonosov NarFU, CSU, MIPT, Bauman MSTU, etc. be-
came platforms for holding events for students.

In addition to educational events for students, the
GenerationS team has developed a line of educa-
tional products for corporate employees to improve
the level of innovation culture and the effectiveness
of programmes for working with startups and in-
ternal developments. One of the key products is the
‘Immersion in Corporate Innovation” online course,
which has been attended by more than 100 innova-
tion managers and executives who have gained new
competencies in the innovative development of the
company.

66

INNOVATIONS IN THE CONTEXT OF NEW
GEOPOLITICAL CHALLENGES

ANALYTICAL CENTER

The Platform has organised the work of the Analytical
Center, whose task is to identify technological trends
and products, as well as cases of applying innovations
that can improve the efficiency of companies and
make them more competitive, in such areas as Qil
& Gas, Mining & Metals, Energy & Cleantech, Food
& Agrotech, Transport & Infrastructure, Fintech, etc.

Starting from 2022, the Analytical Center has pre-
pared more than 30 analytical studies in the areas
of partners' activities. Studies related to the anal-
ysis of alternative ways of processing substances
and production waste, technologies for determining
the composition of raw materials and options for
their further use, solutions for import substitution
of equipment and components, as well as ways to re-
duce the carbon footprint have been carried out.
Besides, projects in the field of artificial intelligence,
personalisation of user interaction, automation
of business processes of Russian and foreign com-
panies, etc. are analysed on a regular basis.
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During the period of the Center's operation, in the
context of an unstable geopolitical situation, 6 an-
ti-crisis guides for the Russian innovation and start-
up community have been published, which contain
databases of experts, corporations, development
programmes to support Russian startups, recom-
mendations on logistics and settlements with inter-
national partners, advice on crisis management and
motivation of corporate employees in the process
of innovation.

The Analytical Centre's toolkit is based on the use
of the Case study methods, JTBD, CJM, expert inter-
views, quantitative data analysis, etc. In some cas-
es, the author's methodology of determining the
relevance of cases and areas of development based
on the clients' request is applied.

EXPORT PROGRAMMES

GenerationS has been conducting international pro-
grammes in the MENA market for several years with
the support of the Moscow City Government to in-
crease the export potential of Moscow startups
through local partners in the Middle East, including
the UAE and Saudi Arabia.

As of today, more than 50 companies have already
received support from the city and have successfully
launched their product in the MENA region. In addi-
tion, after implementing one of the joint programmes,
Moscow companies were ranked among the world's
top 100 best technologies.

In 2023, the largest export accelerator in MENA mar-
kets was conducted for the Moscow City Government
with a local partner from Saudi Arabia. More than
150 applications from Moscow-based manufacturing
companies were submitted for participation in the
programme, and the amount of export contracts af-
ter the programme exceeded S$10 million. Export pro-
grammes were also implemented for PJSC Gazprom
Neft in the UAE, India and China markets, involving
more than 30 target foreign partners.

GenerationS keeps receiving requests for domestic
solutions from our Middle Eastern partners in vari-
ous sectors, and the most demanded among them
are innovation projects in the fields of transportation,
agritech and "smart city” to achieve the digital devel-
opment objectives of the MENA region.
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PROSPECTS FOR THE DEVELOPMENT
OF INNOVATION ACTIVITY OF COMPANIES
IN RUSSIA

The changed geopolitical conditions require the creation and implementation of a new
technological policy for our country, aimed at achieving technological sovereignty secured
by our own intellectual property, personnel, and means of production, as well as life cycle
control.

~
o

GENERATION-STARTUP.RU

LIST OF COMPANIES THAT
PARTICIPATED IN THE STUDY

Now there are opportunities for the development
of the domestic market, search for new partners
and logistics routes; in particular, due to the rise
in prices or inability to use foreign technologies and
components, the need for domestic developments
has multiplied. At the same time, business contacts
with a number of foreign countries were interrupt-
ed, channels for supplying goods were reduced
or changed, access to Russian assets abroad was
restricted, and difficulties arose in making interna-
tional payments.

Thus, the external restrictions faced by Russia re-
quire the introduction of new approaches to the im-
plementation of technological policy and the develop-
ment of innovation activity.

In May 2023, following the instruction of the President
of the Russian Federation, the Government of the
Russian Federation approved the Concept of Tech-
nological Development of Russia until 2030% (here-
inafter, the Concept), which defines the challenges
affecting the innovative development of Russia, the
main stages of technological development, principles,
goals and indicators of technological development,
as well as mechanisms for achieving the goals en-
shrined in the Concept.

The key threats to Russia's technological develop-
ment are as follows:

Insufficient ability of the economy to adapt
to global trends

Lagging behind the most developed countries
in the rate of innovation-oriented economic
growth
Outflow of talents and highly qualified personnel
abroad
Disruption of production systems under the im-
pact of sanction restrictions in the field of tech-
nology
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The Concept identifies two stages of technological
development of the Russian economy:

1. Isintegration and survival of the scientific and
technological system (1990s).

2. Embedding in the global scientific environment
and global production and technological chains
(from the mid-2000s to the present day).

Now we can talk about the beginning of the third
stage of technological development of the Russian
economy, which is characterised by the achievement
of technological sovereignty, which implies that the
country has critical and end-to-end technologies
of domestic developments (under national control);
in this regard, the objectives of the Concept are:

1. Ensuring national control over the reproduction
of critical and end-to-end technologies

2. Transition to innovation-oriented economic
growth, strengthening the role of technology
as a factor of economic and social development

3. Technological support of sustainable operation
and development of production systems

One of the new subjects of technological develop-
ment should be small tech companies (STCs) focused
both on integration into the production and techno-
logical chains of big business and on the independent
launching of serial production.

50 Order of the Government of the Russian Federation No. 1315-r “On Approval of the Concept of Technological Development for the Period until 2030"

dd. 20 May 2023).
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Small tech businesses are more flexible than large
businesses and may become a major driver in achiev-
ing technological sovereignty. STCs, as a form of cap-
italisation of knowledge and ideas, are the core
of Russia’s technological development, as they help
to generate and test the most breakthrough innova-
tions that can have a positive impact on the develop-
ment of technology in our country

On 3 November 2023, the Federal Law No. 478-FZ 'On
the Development of Tech Companies in the Russian
Federation' (dated 4 August 2023) came into force®
(the Law)

The main purpose of the Law is to create special le-
gal treatment for STCs, not just separation, but the
formation of a new registry’ model of providing state
support.

The state pays a lot of attention to supporting tech
companies. Currently, existing measures of finan-
cial and non-financial nature are being improved
and new ones are being developed, including in the
form of granting benefits for payment of taxes, fees,
and insurance contributions, providing information,
consulting and financial support, supporting exports,
creating demand for innovative and/or high-tech
products.

In addition, it is planned to create preferential treat-
ment for STCs, including special tax and administra-
tive regulation, and to provide support measures
from innovation development institutions, such
as the Innovation Promotion Foundation, the Skolkovo
Foundation, the Russian Venture Company, etc

To obtain an STC status, the revenue of an organisa-
tion for the previous calendar year must be no more
than 4 billion rubles, and the type of economic activ-
ity must comply with the list approved by the Decree
of the Government of the Russian Federation of 2 No-
vember 2023, No. 1847.

Companies granted a STC status will be entered into
a special register. The register will become a kind
of “showcase of startups’, which, on the one hand, will
unite investors and startups, and, on the other hand,
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will allow targeted support measures to be provided
to small tech companies.

Among other things, the resource will make it possi-
ble to monitor STC's activity across a range of indi-
cators, analyse data on revenue, raised investments,
and needs for support measures.

The public and commercial sectors stimulate the in-
flow of capital into the activities of tech companies
at different stages of development, as the establish-
ment of technological sovereignty requires laying
the foundation not only for the creation of innova-
tive projects but also for their commercialisation
and scaling, including through investment activities.

To support the development of technological and in-
novative entrepreneurship, it is also planned to de-
velop special investment financing mechanisms,
including financial support tools for the refinement
of products and technologies to meet the require-
ments of major customers, and credit products for
the commercialisation of developments.®

Speaking about the venture capital market, it should
be noted that 82 transactions were made in the first
9 months of 2023 for a total amount of $41.6 million.
In Moscow in Q3 2023, the market grew for the first
time since February 2022 - the growth relative to Q2
2023 amounted to 92% by number and 7% by volume
of transactions.*

Despite the relatively low current volumes of the ven-
ture capital market, Russia has the prerequisites for
successful development of this segment, especially
given the highly developed human capital: a high level
of education among the population, a large number
of qualified specialists, availability of "success sto-
ries” of Russian entrepreneurs and investors abroad,
and development of the B2C segment.

51 Federal Law No. 478-FZ “On the Development of Tech Companies in the Russian Federation” (dd. 4 August 2023).

52 Order of the Government of the Russian Federation No. 1315-r “On Approval of the Concept of Technological Development for the Period until 2030"

dd. 20 May 2023].

53 Venture capital investments.

12

GENERATION-STARTUP.RU

LIST OF COMPANIES THAT
PARTICIPATED IN THE STUDY

One of the mechanisms for stimulating venture
capital investment could involve the development
of venture capital funds and encouraging investment
through them, including expanding the pool of po-
tential investors in these funds. Presently, pension
funds, endowment funds, and individuals are unable
to invest in venture capital funds through Investment
Partnership Agreements [("IPAs"), thus limiting their
access to the venture capital market.

The IPA format is commonly used to structure ven-
ture capital funds in Russia, with 43 such funds es-
tablished in the country as of the end of 2022.

This format is also utilised in the establishment
of corporate venture capital funds, where corpora-
tions set up their own funds to discover promising
startups in their sectors of interest.

GENERATION 77

Investing through funds enables corporations to avoid
direct involvement in the day-to-day operations
of startups during the early stages of development,
thereby mitigating the risk associated with funding
startups to individual fund investments. As startups
progress, corporations, as active participants in the
M&A market, often emerge as key buyers, providing
exit opportunities for founders and investors, includ-
ing funds.

In supporting tech companies and facilitating their
journey to the IPQ stage, the Ministry of Economic
Development of Russia is implementing the Federal
Project "Takeoff - from Startup to IPO" (hereinafter
referred to as the Project).
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The key objective of the Project is to create new
technology leaders, i.e. mature companies that are
ready to go public on the stock exchange (IP0). The
Project encompasses various tools for the develop-
ment of innovative projects and tech companies:

Creating infrastructure to support startups and
innovative projects, including incubators, acceler-
ators, and technology parks.

Financial support measures for projects and com-
panies, including preferential loans and grants.

Training and accelerated development of entre-
preneurs in business and team management, fi-
nance, and marketing.

Establishing investment funds and raising invest-
ments for startups.

Supporting domestic developments and their
commercialisation in domestic and foreign mar-
kets.

Building cooperation between the state, business,
and science through the creation of an innovation
ecosystem.

54 Who revives the Russian IPQ market.

55 Shadows of past IPOs: How Russia’s IPO market is trying to recover
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In total, the Project supported more than 7,000 com-
panies, whose total revenue amounted to more than
300 billion rubles, and the number of jobs created
by them was about 90,000. The number of created
startups exceeded 1,000. The Project is expected
to support about 9,500 companies by the end of 2024,
and their revenue will exceed 600 billion rubles.

Over the period of the Project’s existence, preferen-
tial loan agreements totalling over 29 billion rubles
have been entered into with more than 180 high-tech
companies as part of the preferential lending pro-
gramme. More than 50 companies were supported
under the “growth” programme for a total amount
of 8.1 billion rubles, with the volume of extra-bud-
getary co-financing amounting to 9.1 billion rubles.

The crisis contributed to the reduction of IPOs in Rus-
sia: only 1 company® placed shares in 2022. Addition-
ally, the Russian stock market is affected by the
exit of foreign investors from the Russian market,
the small number of domestic investor companies,
and the predominant share of private investors®.
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IPO DYNAMICS ON THE MOSCOW STOCK EXCHANGE BETWEEN 2011 AND 2022
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According to the forecasts of the Ministry of Econom-
ic Development of Russia, about 10 companies will
place their shares on the Moscow Exchange® in 2023,
including Astra Group, Eritreans, Crystal, and others®.
This is due to a number of factors, including stabili-
sation of the geopolitical situation, increased activity
of private investors, and overall market growth.

Furthermore, to support and promote the practice
of public offerings on stock exchanges, the President
of the Russian Federation instructed the Government
and the Bank of Russia to work out additional mea-
sures to support IP0Os, as well as to determine target
values and ensure the calculation of actual values
with regard to public offerings of companies' shares
on the Russian financial market.

56 7 companies that completed [PO on the Moscow Exchange in 2021
57 Shadows of past IPOs: How Russia's PO market is trying to recover

58 The Ministry of Economic Development said it expects 10 IPQs in Russia in 2023

59 Shadows of past IPOs: How Russia’s PO market is trying to recover
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The instrument of public offering is an effective way
to raise funds, assess the market value of a com-
pany, and increase its recognisability. For investors,
it is an opportunity to earn money on the subsequent
sale of shares, the value of which can increase sev-
eral-fold.

The IPO of tech companies demonstrates the im-
provement of the investment climate in the innova-
tion sphere, which becomes the basis for accelerat-
ing the country's technological development through
the formation of large leading companies that imple-
ment innovative solutions.
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LIST OF COMPANIES

THAT PARTICIPATED IN THE STUDY

ALROSA JSC (PISC)
Mondi SLPK JSC
Alfa-Bank JSC
EETP JSC

Inline Group JSC

Academician M.F. Reshetnev Information Satellite
System JSC

Moscow Thermal Automation Plant JSC

Scientific and Production Corporation Precision
Instrumentation Systems JSC

Nexign JSC

United Engine Corporation JSC
United Shipbuilding Corporation JSC
Russian Post JSC

Permsnabshyt PPMTS JSC
Rosselkhozbank JSC

CKBM JSC

VTB Bank (PJSC)

Rosatom SC

X5 Retail Group N.V.

MKPAQ OK RUSAL

Russian Railways JSC

Syktyvkar Tissue Group 0JSC
Gazprom CPS LLC

Gazpromneft - Industrial Innovations LLC
Gazpromneft-Snabzheniye LLC

GK Innotech LLC
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Dr. Reddy's Laboratories LLC
Green Technologies LLC

IPC LLC

IEK Holding LLC

Cyberprotect LLC

Led-Effect LLC (Elements Group)
PSK Pharma LLC

SVEZA LLC

SL MedicalGroup LLC (CL LAB Medical Laboratory)
Splat Global LLC

TenChat LLC

Fast Engineering LLC

Electro Solutions LLC
ROSVODOKANAL MC LLC

Bank Uralsib PJSC

MMC Norilsk Nickel PJSC

Inter RAQ PJSC

Lukoil PISC

Magnit PJSC

Magnitogorsk Iron and Steel Works PJSC
MTS PJSC

Rosseti Center PJSC

Sberbank PJSC

Severstal PJSC

Softline PJSC
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GLOSSARY AND LIST
OF ABBREVIATIONS

Accelerator means programmes for intensive devel-
opment of companies through mentoring, training, fi-
nancial and expert support in exchange for an equity
stake in the company.

Acceleration means a time-limited process of accel-
erating the development of a startup.

Agile (agile software development) means a family
of “flexible" approaches to software development.
Such approaches are also sometimes referred
to as framewaorks or agile methodologies.

Angel Round means angel investment.

Business angel means a private investor who pro-
vides financial and sometimes advisory support
to an early-stage innovative company in exchange
for an equity stake in the company.

Business development means creating long-term
value for the organisation, shaped by customers,
markets and relationships. The business develop-
ment process can be compared to choosing the right
technical solutions when writing the core of a soft-
ware product.

CAPEX (Capital Expenditure) means capital expendi-
ture, i.e. the cost of acquiring, creating or improving
a company's fixed assets, such as buildings, equip-
ment, vehicles, etc. CAPEX is one of the key indica-
tors of a company's financial performance and can
be used to assess its investment appeal.

Challenges of technological development means
a set of problems, threats and opportunities in the
field of development and implementation of technol-
ogies, which require an objective response from the
state and society, and whose complexity and scale
are such that they cannot be solved, eliminated or re-
alised by increasing resources alone without struc-
tural changes.

Crowdinvesting means a form of collective invest-
ment in companies. Selling small shares of compa-
nies to non-accredited investors - ordinary Internet
USers.

Crowdinvesting site means an Internet site that
provides an opportunity to search for investors to fi-
nance projects in the field of information and com-
munication technologies; a crowdfunding, crowdin-
vesting site containing information about projects
and investors.

Crowdsourcing means attracting a wide range
of people to solve certain problems of innovative pro-
duction activities, in order to use their creative skills,
knowledge and experience on a voluntary subcon-
tracting basis with the use of info-communication
technologies.

Crowdfunding means a way of collectively funding
projects to support ideas and/or businesses in the
form of donations or pre-ordering a product.

Cooperative Research Center (CRC) means an or-
ganisation established to carry out research and de-
velopment in various fields, jointly with other organ-
isations and enterprises. A CRC can be established
as either a public or private organisation and can
have various forms of cooperation, such as shar-
ing equipment, personnel and financial resources.
The purpose of establishing a CRC is to accelerate
the research and development process, improve
the efficiency of resource utilisation, and reduce the
time and cost of conducting experiments.

Dilution means a reduction in the percentage

of shares held by current shareholders out of the to-
tal number of shares.
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EBIT means earnings before interest and tax.
It is considered an indicator of an organisation's op-
erational effectiveness.

EBITDA means earnings before interest, taxes, de-
preciation and amortisation. EBIT plus depreciation
and amortisation.

Fundraising means the process of finding and raising
money.

Hackathon means an event where groups of develop-
ers, designers and experts come together to create
new projects or solve a specific problem in a limited
amount of time (usually 24 to 48 hours).

IRR means internal rate of return, an indicator of cash
flow profitability.

Import substitution means a strategy of econom-
ic development aimed at reducing the country’s
dependence on imported products and services,
as well as at increasing the production and export
of its own goods and services. For this purpose, var-
ious measures can be used, such as imposing tariffs
on imported goods, subsidising domestic produc-
tion, stimulating innovation and developing scien-
tific and technological potential. The goal of import
substitution is to strengthen the country's econom-
ic independence and increase its competitiveness
in global markets.

Incubator means a company's unit that supports
startups at all stages of their development.

Innovation center/hub means a place where peo-
ple working on innovative projects and ideas come
together. It is a space for collaboration, knowledge
and experience sharing, and events to support inno-
vation and business development. An innovation cen-
ter/hub can be established as an independent organ-
isation or be part of a larger company. Such centers/
hubs can facilitate the creation of new products, ser-
vices and technologies, as well as stimulate econom-
ic growth and development of the region.
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Internal innovation activity means the process
of creating new ideas, products, services or pro-
cesses within an organisation. It can be carried out
by improving existing processes or creating new,
more efficient ones. Internal innovation can be driv-
en by market competition, changed customer needs,
technological changes or changes in laws.

IPO means initial public offering.

IPO means something that all new startups strive for,
but not all of them successfully complete the journey.
Technically, an IPQ is just another way to raise money
from people. But there is another reason to enter the
stock market: those who have invested so far want
a return on their investment sooner or later. Venture
capital funds have fixed investment cycles of three
to five years. After that, they're looking for an exit.

Kanban means a “balance approach’. Its task is to bal-
ance different specialists within the team and avoid
the situation when designers work all day long
and developers complain about the lack of new tasks.

Key performance indicator (KPI) means a specific
indicator that is used to measure success or failure
in achieving certain goals and objectives. KPIs help
top managers evaluate the effectiveness of their ac-
tions and make data-based decisions.

Late stages means the stage of a startup's lifecycle
when product testing takes place, as well as all sub-
sequent stages of the startup's development until its
sale/IPO.

Leverage means a ratio between own funds and ex-
ternal investments.

Middle management means an intermediate position
between entry-level employees and top-level em-
ployees. Entry-level or junior-level employees report
to middle managers, while middle managers report
to top managers.
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MVP means a minimum viable prototype.

National Technology Initiative (NTI) means a long-
term programme aimed at creating favorable con-
ditions for Russian companies to become leaders in
new high-tech markets that will determine the global
economic structure in the next 15-20 years.

NPV means net present value. The present value
of future cash flows of an investment project, calcu-
lated on a discounted basis, net of investment.

Open corporate innovations means the introduction
of innovative solutions by companies through the
involvement of external resources, technologies, ex-
perts, and teams.

Pilot means a manual test run of a product/service/
technology.

Post money means the company valuation taking
into account the investment received.

Pre-money means the company valuation prior
to an investment in that company.

Pre-seed stage means the stage of a startup's life-
cycle when the project idea is formed and elaborated
(it is considered an early stage of a startup's devel-
opment).

Prototype means a working model which has only
basic functions.

Revenue sharing means distribution of income/loss-
es between partners.

R&N Center means a unit within the company ded-
icated to finding and selecting innovative solutions
for business development.

ROI means return on investment.

Scrum means a “structure approach”. An all-round
team of specialists works on each project, joined by
two more people: a product owner and a scrum mas-
ter. Scrum divides the workflow into equal sprints
of one week to one month.

Scaling means the process of multiplying the scale
of a business (number of customers and/or turnover).

Seed stage means the stage of a startup’s lifecycle
when the idea is refined, a business plan is written,
and the first prototype is created (it is considered
an early stage of a startup's development).

Smart money means a concept of financing start-
ups. External financing that comes with the exper-
tise that is important for the startup, assistance with
the operational management or with the entry into
new markets. This definition is most commonly un-
derstood as money raised from a specialised venture
capital fund.

SMART means principles of defining tasks for an em-
ployee: tasks should be specific, measurable, achiev-
able, realistic and time-related (time-bound).

Sourcing means raising external funds to carry out
a company's internal business processes.

Startup means an organisation created to find
a profitable scalable business model under condi-
tions of extreme uncertainty and limited resources
with the goal of rapid growth.

Term sheet means a memorandum of approval of the
basic agreements on the terms and procedure of in-
vestment (it is not a legally binding document).

Top manager means a high-ranking executive
in a company or organisation who is responsible
for strategic management and makes key decisions
related to business development. He usually holds the
position of CEO, president, executive director or other
high-ranking position. Top managers are responsible
for shaping and implementing the company's strate-
gy, managing finance, marketing, production, human
resources and other key areas of the business. They
are also responsible for communicating with inves-
tors, partners and other stakeholders.

Trial means free use of a product for a short period

of time, after which you must either buy the product
or stop using it.
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Turnaround means changing from a loss-making
course to a potentially profitable one.

Unicorn means a company worth over a billion dol-
lars.

Value means the ratio between the benefits a con-
sumer receives as a result of acquiring and using
a product and the cost of acquiring and using it.

Valuation means an estimated price of a company,
usually determined at the time of its financing.

Venture capital investment means capital invested
in the riskier stages: the early stage and expansion
stage of companies.

Venture capitalist means a person who invests mon-
ey of a venture capital fund. Investors put money into
a business, rather than into an idea or innovation (see
business angel).
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Venture capital fund means a portfolio of assets with
or without establishing a legal entity, which is formed
by pooling contributions (in monetary form, unless
otherwise provided for by the structure of the trans-
action). The investment strategy of a venture capital
fund is to acquire securities (shares) of exclusively
innovative companies.

WIP means work in progress. Partially executed
agreements.
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