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Business Innovation in Russian Industry

IGOR GURKOV

Abstract

This article reports the results of a quasi-longitudinal survey of 2,800 top corporate
executives of Russian industrial enterprises, presenting a snapshot of current inno-
vation attempts in Russian enterprises and indicating economic and institutional
factors that foster or hinder innovation. Russian CEOs see the necessity of profound
changes in many areas of enterprise management and are not afraid of such
changes, as innovations are perceived to be the best competitive weapon. However,
their resources for radical innovation are rather limited. Beside lack of finance, the
superimposed narrower strategic focus, the rigidities of local business networks, the
weakness of external infrastructure for innovation and the absence of state support
seriously impede attempts to implement radical changes. However, in every Russian
industry surveyed there is a visible presence of innovative companies, which
constitute 15–30% of all large and medium-size companies. Moreover, increasing
imports and the growing number of foreign subsidiaries in Russia will continue to
push Russian companies towards more intensive changes in all areas of enterprise
management.

Since the beginning of 1999 the Russian economy has displayed clear signs of
recovery. Stable growth of industrial output, improving living standards of the
population and intensified flows of foreign direct investment signify a new stage of
economic development. However, the current macroeconomic successes do not
guarantee sustainable economic development in the future, which is largely depen-
dent on qualitative transformation of enterprises in order to regain competitiveness
in national and international markets. Moreover, while in Eastern Europe on the eve
of EU accession companies have clear benchmarks for organisation of business
processes, Russian companies continue their search for original development paths.

It is time to look more deeply into changes in local business and management
practices, which may sustain the current positive macroeconomic trends. Most
changes may be called innovations in the broad sense of ‘insertion of new business
and management practices within a firm’.1 Therefore, we decided to examine the
current innovative practices of Russian enterprises with respect to two main issues:
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Table 1. Assessment of current situation and performance trends by Russian CEOs
(%)

Survey at the Survey at theSurvey at the
end of 2000end of 1998 end of 2002

Current economic situation
Bad 43.2 16.2 21.0
Satisfactory 48.3 66.8 68.5

10.5Good 17.08.7

Performance trends for the past two years
Seriously deteriorated 18.9 6.36.8

20.8Somewhat deteriorated 10.536.4
11.4No change 16.620.4

46.3Somewhat improved 51.921.8
Significantly improved 2.5 19.4 9.9

• intensity of innovative processes in Russian business in general and in the major
Russian industries; and

• important factors in a ‘national innovation system’ in Russia.

The Empirical Foundation of the Research

In order to trace innovation processes in the economy we conducted a series of
large-scale surveys of corporate executives. In October–December 1998 our survey
covered 740 CEOs of Russian industrial companies. In October–December 2000 we
repeated the survey. This time we collected 735 questionnaires from CEOs. The third
survey was carried out in August–October 2002, when we collected questionnaires
from 1,431 CEOs. As the sets of respondents differed for each of the surveys we
cannot claim our research design to be truly longitudinal. However, as each of the
surveys was representative of Russian large and medium-size companies, we decided
to report some comparisons between the years of observation. Of course, most of the
attention here is devoted to exploration of the data gathered through the survey in
2002.2

The Industrial Recovery and New Challenges for Company Management

First of all we asked CEOs to assess the current performance and recent trends in
performance of their companies (see Table 1).

We can see that the ‘post-recession optimism’ of Russian CEOs observed in our
2000 survey had seriously evaporated two years later. Especially significant are the
changes in the assessment of recent performance trends. Only 10% of the CEOs
surveyed suggested that their companies ‘continued their triumphant march of
economic performance’. At the same time, the situation had deteriorated for more
than a third of the companies surveyed. This may signify that the initial factors
behind the economic recovery (falling international competition and intensive import
substitution) have ceased to affect Russian enterprises universally. We should also
remember that the standards of comparison have changed too. Against an overall
positive economic background even slight lags behind competitors may be clearly
seen.
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Table 2. Distribution of answers on capacity utilisation and orders
backlogs, 2002 (% of CEOs)

Capacity utilisation

7.7Very low
48.1Insufficient
40.4Normal

Excessive 3.8

Orders backlogs

7.7Very low
Insufficient 49.1

39.3Normal
3.9Excessive

The darker economic situation becomes even more visible if we look into the
distribution of answers about current capacity utilisation and orders backlogs (see
Table 2).

At the end of 2002 more than 50% of Russian companies in the main industries
continued to work with insufficient capacity utilisation, and prospective orders did
not change the situation. Of course, capacity utilisation and orders backlogs are
closely interconnected (Pearson correlation 0.678; 2-tailed sign 0.000).

The challenges Russian CEOs faced in 2002 may become even more visible if
we compare the sets of declared goals. Of course, we should be careful dealing with
the self-expressed goals of CEOs obtained through surveys. A great many of the real
goals of CEOs may remain hidden from other stakeholders. Sometimes the real goals
of their own actions may be obscure even for CEOs themselves. Nevertheless,
evaluation of the sets of goals may reflect the patterns of behaviour of corporate
decision makers. In addition, the popularity of particular goals within the ‘CEO
community’ is a reflection of expectations of other stakeholders.

We compared the self-reported goals of CEOs through the years of observation
(see Table 3).

We may see that the set of declared goals has undergone some dramatic changes
over the years of observation. First of all there has been a simplification of the sets
of goals. In 1998 two-thirds of Russian CEOs tried to pursue three or more goals
simultaneously, while in 2002 the ‘field of action’ was clear—strengthening their
company’s position on domestic markets, at any price, with little regard for other,

Table 3. Goals of Russian CEOs (% of CEOs who stressed them)

1998 20022000

Maintaining company’s reputation 68 3641
Strengthening position on domestic markets 66 38 57
Maintaining jobs 63 2745

22World quality of company’s products and services 50 54
2222High wages for employees 32

Overseas expansion 26 1112
8Value maximisation 16 8

Note: Respondents might select several ‘main goals’, so the sum exceeds 100.
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Table 4. Perceived level of independence of CEOs surveyed, 2002 (%)

The company is absolutely independent in its actions 57.0
10.1The company is part of a network which coordinates some members’ activities

The company is part of a larger structure that determines strategic decisions 11.1
The company is part of a larger structure that determines both strategic and operational 21.8
decisions

more socially acceptable goals like ‘maintaining jobs’, ‘reaching world quality
standards’ and even ‘preserving the company’s reputation’, became the ultimate
preoccupation of a majority of Russian CEOs.

We may speculate about the causes of such a drastic revision of patterns of CEO
behaviour. One possible explanation of the narrowing set of goals may be the
establishing of tighter external control over the company. Indeed, the CEOs surveyed
reported various degrees of external control over their companies (see Table 4).

For a third of the CEOs external control over strategic issues leaves them with
the narrow goal of efficient operation within the targeted markets.

We should recall here that innovation might embrace both inexpensive and
expensive measures. Whilst creation of new departments, introduction of new forms
of personnel appraisal or spin-off of subsidiaries do not usually require intensive
investment, other types of radical change, especially development of new technologies,
acquisition of other companies and development of new distribution channels, usually
require significant investment. In this respect the distribution of companies by the
intensity of investment implemented in 2001–02 is quite eloquent (see Table 5).

In general, less than a quarter of the companies surveyed may catch up with the
rate of physical depreciation of their assets. More than a half of the companies (in
a year of economic growth) made only rudimentary investments.

The data presented in Tables 1–5 enable us to clarify the challenges Russian CEOs
face—they must keep their companies in tune with the current positive trends in
industry with minimal investment resources and within shrinking possibilities for
strategic manoeuvring. Taking into account the factors mentioned, we might expect
to see a clear division between completely inert companies (with no investment or
innovation) and companies with considerable financial resources. The first aim of the
study was to depict how sustainable companies differ in their innovative behaviour.
The second aim was to look for the existence of companies that were short on
investment resources but capable of orchestrating breakthrough innovative strategies.

Innovation Strategies of Russian Companies: Repertoire of Measures and
Innovative Capabilities

We will start our analysis of innovation in Russian companies by reporting the ‘spread’
and the ‘depth’ of particular innovations (see Table 6).

Table 5. Intensity of investment, 2001–2002 (% of companies)

29.4No investments
29.8Less than 5% of fixed assets

Between 5 and 10% of fixed assets 18.2
8.9Between 10 and 20% of fixed assets

13.6More than 20% of fixed assets
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Table 6. ‘Spread’ and ‘depth’ of particular innovations (% of CEOs who reported the
innovation being implemented in their firm in 1999–2002)

To greatDid not happen To minimal To some
extentin 1999–2002 extent extent

New products in core business area 20.1 14.6 24.141.2
New products in a new business area 13.336.3 30.320.1
New technology (processes) 19.1 23.6 41.4 15.9
New methods of quality control 39.2 19.6 22.6 18.6
Introduction of GAAP standards 7.047.3 20.325.5
New systems of managerial accounting 9.5 20.5 40.6 29.4
New methods of project financing 10.232.4 29.727.6
New Russian business partners 44.815.8 16.223.3
New foreign business partners 5.449.4 22.722.5

40.5New distribution channels 10.218.0 31.3
New forms of recruitment 4.033.5 24.937.5
New forms of performance appraisal 29.429.8 7.433.5
New forms of wage and benefit 18.742.928.010.5
administration
Creation of new departments 37.6 19.9 28.0 14.5
Spin-off of subsidiaries 6.668.1 12.612.7
Acquisition of other companies 4.587.6 3.14.8

We can see that, although the spread of innovations in Russian industries is quite
significant, the real depth of innovations is rather limited. The core ‘innovation
engine’—technologies—has experienced considerable changes in only 16% of the
companies surveyed. Significant product innovations were reported in a third of the
companies.

It is not surprising that the proportion of companies which experienced radical
changes in technologies and product mix was small. On the basis of the data on
investment we did not expect the proportion of active innovators in those areas to be
more than 15–20%. The real surprise was that the majority of Russian industrial
companies strive to implement changes in technologies, marketing and human
resource management. More than 40% of CEOs indicated some changes in technolo-
gies, distribution channels and wage administration. More than 30% of CEOs
reported limited attempts to diversify their businesses beyond the traditional market
areas.

We may conclude that, despite very limited investment, the majority of Russian
CEOs has some ‘fresh experience’ in innovation. Therefore, their opinions about the
difficulties or easiness of particular actions related to innovation should be taken
seriously (see Table 7).

To get financing for a new project and to master the (new) distribution channels
are the most difficult stages of any innovation process in Russia. More than 30% of
CEOs found such actions to be extremely difficult. The share of CEOs who found
the financial and marketing issues ‘easy’ is quite small—and much smaller than the
share of companies that invested intensively over the past two years. Other difficult
issues are

• synchronisation of the work of suppliers;
• promotion of a new product;
• recruiting additional labour;
• obtaining the necessary government licences.
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Table 7. Innovative capacity of companies (% of CEOs)

The factor is
not

applicable The factor is applicable, and the action is…
to Not too Extremely

Action our business Easy difficult difficult

To obtain finance for a new project 6.8 42.96.4 50.7
To get access to new technology 12.9 39.6 45.6 14.8
To recruit labour with necessary 22.351.626.13.6
qualifications
To change the job descriptions and re- 58.66.1 3.938.2
quirements of managers and workers
To harmonise the work of different de- 46.96.3 48.4 4.7
partments

2.7To control the budget of the innovation 70.8 26.59.8
project

45.5To determine customers’ preferences for 7.247.310.3
specifications of products (services)
To design a new product according to 68.418.6 19.9 11.6
the specifications

18.1To reach the required quality level 69.86.1 12.1
21.4 9.7To reach the necessary level of techno- 68.86.6

logical discipline
27.3To synchronise the work of suppliers 18.5 54.222.6

and distributors
To set the optimal price for a new prod- 45.67.4 43.9 10.5
uct
To reach understanding with producers 44.217.3 23.2 32.5
of similar products

23.0To obtain the necessary government li- 23.2 53.87.9
cences and certificates
Initial promotion of a new product 15.3 11.3 27.661.1
To create (to master) new distribution 30.011.0 10.3 59.6
channels

13.4To get contacts with informal structures 35.2 51.452.0

We should recall that most of the CEOs surveyed managed large and medium-size
companies. At the same time, the list of the ‘most difficult issues’ is quite similar to
problems small companies face in developed countries. This signifies the ‘youthful-
ness’ of the Russian business infrastructure. Not product design and quality require-
ments but orchestration of the work of external business partners (suppliers,
distributors etc.) presents the most challenging tasks for the majority of Russian
companies.

We also could not disprove completely the popular opinion about Russian
business as being ‘crooked’ and ‘collusive’. On one hand, the majority of the CEOs
surveyed rejected ‘establishing contacts with informal structures’ as a factor that was
relevant to their businesses. On the other hand, ‘reaching an understanding with
competitors’ was a relevant factor in innovation activities for more than 80% of the
CEOs. For a third of them, to reach such an understanding was quite a difficult
task.
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Table 8. Comparison of clusters by intensity of changes (% of companies in each
cluster that experienced significant changes in particular area of management)

Area of changes Cluster 3Cluster 1 Cluster 4Cluster 2

88.0New products in the core business areaa 21.837.2 93.4
New products in a new business areab 11.7 73.8 62.5 6.3
New technology (processes) 18.538.1 67.391.1
New methods of quality control 41.6 77.5 5.027.3
Introduction of GAAP standardsc 35.1 50.6 11.6 10.5
New systems of managerial accounting 30.382.3 66.289.7
New methods of project financing 51.5 76.8 26.5 5.5
New Russian business partners 19.373.6 62.582.7
New foreign business partners 17.137.2 5.051.3
New distribution channels 17.258.0 44.779.3
New forms of recruitment 38.5 14.958.7 5.0
New forms of performance appraisal 51.9 67.5 19.6 8.0
New forms of wage and benefit administrationd 26.176.2 57.183.4
Creation of new departmentse 51.5 76.8 24.7 17.2
Spin-off of subsidiariesf 7.129.9 8.734.7
Acquisition of other companiesg 2.56.9 3.415.1
Equity issuesh 3.412.6 6.919.9

275 238Number of companies in each cluster 231 271

Note: all clusters are statistically different on Duncan’s criterion at 0.05 level unless otherwise stated.
a. Cluster 2 and Cluster 3 are not statistically different.
b. Cluster 4 and Cluster 1 are not statistically different.
c. Cluster 3 and Cluster 4 are not statistically different.
d. Cluster 1 and Cluster 4 are not statistically different.
e. Cluster 3 and Cluster 4 are not statistically different.
f. Cluster 1 and Cluster 2 are not statistically different; Cluster 3 and Cluster 4 are not statistically
different.
g. Cluster 2 differs from Cluster 1, Cluster 3 and Cluster 4, which are not statistically different.
h. Cluster 3 and Cluster 4 are not statistically different.

Typology of Innovators

Any typologies of enterprises by size and industry membership are artificial.
Nevertheless, to reach the goals of our study we performed a cluster analysis to
distinguish between various types of companies in terms of the reported intensity of
innovations implemented. The cluster analysis identified four clusters. Each cluster
was comparable in the number of companies it contained. Next we compared the
clusters by the percentages of CEOs in each cluster who indicated ‘some or
significant changes’ in each area of enterprise management mentioned (see Table 8).

All clusters show statistically significant differences in most of the areas
identified. Cluster 1 contains companies that are preoccupied with marketing innova-
tions and changes in human resource management practices. Almost 75% of compa-
nies in Cluster 1 have established contacts with new Russian business partners; more
than half are establishing new distribution channels. Such changes in marketing are
coupled with a search for new organisational forms (establishing new departments
and spin-off of subsidiaries) and experimentation in wage and benefit administration.

Companies in Cluster 2 may be called truly innovative companies (Russian-
style)—they surpass other clusters by the intensity of changes in any area of
enterprise management. Most of the companies in Cluster 2 were involved in product
innovations both within and beyond their core business areas. What is even more
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important is that companies in Cluster 2 were implementing new technologies
coupled with introduction of ISO standards. Cluster 2 was also active in marketing,
finance and human resource management.

Cluster 3 consists of companies with a high level of changes in both products and
technology. At the same time, they neglect quality control and are quite cautious in
transformation of organisational structures, finance and human resource practices.

Finally, Cluster 4 represents the most passive companies in our sample. They are
lagging far behind other clusters in intensity of changes. Generally speaking, such
companies experienced only cosmetic changes in product mix over 2000–02.

It is important to stress here that the intensity of investment does not serve as a
uniform predictor for cluster membership. True, 74% of companies in Cluster 4 had
made investments in 2000–02 equal to less than 5% of their fixed assets. At the same
time, the proportion of companies with such a low level of investment was 60% in
Cluster 1, almost 44% in Cluster 2 and 63% in Cluster 3, while companies in all
these clusters demonstrated steady attempts to innovate.

We also compared the distribution of the clusters we identified within the main
Russian industries. The presence of Cluster 2 was most significant in metallurgy
(46% of the companies), electronics (38%) and machine-building (33%). The most
inert Russian industries were textiles (33% of the companies in that industry
belonged to Cluster 4) and construction (26%). Some Russian industries are quite
heterogeneous in terms of innovation: for example, in the timber industry 31% of
companies belonged to Cluster 2 (‘innovators’) and 34% to Cluster 4.

The data suggest that in many Russian industries (like the timber industry) there
is a visible discrepancy between innovative and inert companies. This signifies that
industry-wide factors do not exhaust the causes of innovative behaviour. Therefore,
we looked into other plausible factors behind the innovation strategies of Russian
companies.

Economic and Institutional Determinants of Innovation Strategies

Most studies of innovation stress competitive pressure as the main driver towards
both technical and organisational innovation.3 At the same time, institutional factors,
including ownership structures and government policies, also serve as important
moderators in shaping particular company innovation.4 We therefore drew up a list
of interconnected factors, including competitive pressure, the influence of particular
owners, the actions of government and local authorities and the subjective character-
istics of top managers. In order to examine the influence of each of the factors
mentioned on the intensity of significant changes in Russian firms we performed a
series of correlation analyses to look for significant correlations between various
factors and the presence of significant changes in particular areas of enterprise
management (see Table 9).

The Impact of Competition

Here we may stress three important issues. First, the level of competition is
positively correlated with the intensity of changes in some areas, especially in
creation of new products in new business areas (corr. 0.086). Second, the structure
of competition also plays an important role. If Russian firms dominate the targeted
market areas, there are no specific stimuli for product and technology innovation.
When the targeted markets are dominated by Russian firms with foreign partners or,
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especially, by producers from developed countries, the drive towards product inno-
vation and installation of new technologies becomes clearly visible. The presence of
competitors from foreign countries also drives Russian companies towards establish-
ing new contacts with foreign business partners (corr. 0.242). We may conclude that
the structure of competitors plays a more important role than simply the share of
exports in sales. A rise in exports as a proportion of total sales of a Russian company
does indeed coincide with establishment of contacts with new foreign partners (corr.
0.352) and implementation of new methods of quality control (corr. 0.190), yet it
strongly impedes changes in product mix.

We also should stress here that not just the structure of competition but also the
ability of the top management to foresee changes in the competitive landscape drives
a company towards intensive changes in business practices. Early forecasts of
changes in competitive conditions coincide with intensive changes in distribution
networks (corr. 0.220), establishment of contacts with new Russian and foreign
business partners (corr. 0.175 and 0.135 respectively) and installation of new
technologies (corr. 0.146). This means that innovation plays not only a reactive but
also a pro-active role in enterprise management. Russian companies use innovation
to prepare for anticipated changes ahead of competitors.

Institutional Factors

Institutional factors also play a substantial role in reshaping the innovation practices
of Russian companies. First, we may conclude that lower independence in strategic
decisions coincides with a lower degree of change in product programmes (corr.
� 0.155). Companies in subordinate positions (they may be not subsidiaries of other
companies in legal terms but they occupy minor positions in business networks) are
not inclined to change business partners, Russian or foreign alike (corr. � 0.091).
Second, the structure of ownership is also a significant factor. The presence of state
and employee ownership coincides with a low degree of innovativeness (most
correlations are negative). On the other hand, the presence of foreign owners pushes
companies towards more changes in accounting, quality control and new methods of
recruitment and personnel appraisal.

However, the most striking results relate to the impact of government policies.
There are almost no significant correlations between the perceived impact of
government economic policies and the level of changes in particular areas of
enterprise management. The same is true for the impact of local authorities. At the
same time, CEOs who claim that they can predict changes in government economic
policies are inclined to orchestrate more intensive changes in almost all areas of
enterprise management (all correlations are positive).

To look more deeply into this issue we performed a cross-tabulation of CEOs’
answers about the assessment of government policies and perceived ability to
anticipate changes in these policies (see Table 10)

Although the overall assessment of government policies remains negative (almost
58% of the CEOs surveyed saw the impact of government policies on their
companies as ‘negative’ or ‘strongly negative’), there is a positive correlation
between two items.5 When assessments of government policy were better the beliefs
of CEOs that they were able to anticipate changes were stronger. We may conclude
that the current government economic policies in Russia are neutral towards inno-
vation at the company level. At the same time, as in the case of competition,
innovations are measures to respond pro-actively to changes.
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Discussion

Let us first summarise our main findings:

1. The economic situation in Russian industries has significantly improved since
1999, but the majority of the CEOs surveyed assessed the capacity utilisation
and order backlogs of their companies as unsatisfactory.

2. The economic recovery did not result in massive investment in fixed assets:
78% of the companies surveyed did not invest enough over the past few years
to cover the simple depreciation of assets.

3. CEOs of Russian companies lost a substantial amount of their independence in
strategic decision making over recent years, as a growing number of previously
independent companies became subsidiaries or minor partners in business
networks. The lack of independence narrowed the goal sets of Russian CEOs
towards clearly identified, presumably quantified goals of maintaining positions
on relevant markets.

4. Despite their limited resources and the deteriorating conditions for strategic
manoeuvring, the majority of Russian companies continues active innovation
attempts. The innovation clusters identified are not concentrated in particular
industries. We found ‘active innovators’ in every industry surveyed. Moreover,
the proportion of ‘active innovators’ greatly exceeds the proportion of ‘active
investors’ in our sample. This means that most of the changes in enterprise
management were implemented as ‘routine improvements’, without establish-
ing special investment programmes.

5. Regarding the capacity for innovation, inter-firm coordination remains the most
difficult part of the innovation process. The undeveloped business environment
forces large and medium-size Russian companies to exhibit some ‘youthful’
traits that are more characteristic of small family businesses in developed
countries.

6. Competition with foreign companies, including with Russian subsidiaries of
multinational firms, remains the major impetus for product and technological
innovation. Innovations play both reactive and pro-active roles in company
development, as they are used as defensive weapons against anticipated
changes in the competitive landscape of firms.

7. Government economic policy in Russia in 2000–02 could be characterised as
neutral to innovation activities at company level. However, innovations also
play a pro-active role here in order to escape or mitigate the consequences of
particular government measures.

In general, our findings depict a very specific ‘national innovation system’ (in the
OECD’s terms)—there are strong impetus to innovate and many micro-changes at
enterprise level, but Russian companies are struggling to overcome the rigidity of
business networks. Lack of choice in selection of suppliers and distributors and the
absence of external finance (in the form of either equity injections or long-term
credits) seriously impede innovation. In addition, there is no clear government
agenda regarding innovation policies at enterprise level. The neutrality of govern-
ment policy towards innovation may be seen as a good sign, as the overall
assessment of government policies is negative, but such neutrality also means lack
of support for active innovators.

The picture presented raises questions about the possible ways for ‘dynamising’
the Russian innovation system. Direct government intervention (including direct
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state aid, preferences, national programmes) may have little positive effect, taking
into account the experience of direct ‘innovation contracts’ and ‘special pro-
grammes’ implemented by the Russian government in the 1990s.6 In recent budgets
the Russian government has been trying to reduce the number of government
programmes in industries, as most of them have proved to be a waste of resources.

Indirect measures like promotion of local and national innovative clusters7 may
have potentially greater effect in overcoming rigidities impeding innovation. For
example, in Ukraine the government is currently busy creating such ‘innovative
clusters’ at the regional level. However, we should remember that a growing number
of Russian companies are placed in subordinate positions within newly created
industrial empires centred on a few major export-oriented companies, and we have
seen that the inclusion of an enterprise in such structures greatly decreases its
chances to establish contacts with new business partners. Meanwhile, the centres of
those business empires—large export-oriented companies—limit their own inno-
vation repertoire to better methods of managerial accounting and tighter quality
control.

Conclusions

We presented a snapshot of current innovation attempts in Russian enterprises, based
on the answers of over a thousand CEOs. In general, Russian CEOs see the necessity
of profound changes in many areas of enterprise management and are not afraid of
such changes, as innovation is perceived to be the best competitive weapon.
However, the resources for radical innovation at Russian CEOs’ disposal are rather
limited. Beside the lack of finance, the superimposed narrower strategic focus, the
rigidities of local business networks, the weakness of external infrastructure for
innovation and the absence of state support seriously impede any attempts to
implement radical changes.

The wave of changes we observed in 2000 in export-oriented companies8 is over
(with some exceptions in metallurgy, which exploited its full export potential a bit
later). Besides, large export-oriented companies are unable to serve as innovative
locomotives for the business networks assembled around them.

However, the picture is not totally grim. In every Russian industry surveyed there
is a visible presence of innovative companies, which constitute 15–30% of all large
and medium-size companies. Moreover, increasing imports (the growth of imports
was around 22% in 2003) and the growing number of foreign subsidiaries in Russia
will continue to push Russian companies towards more intensive changes in all areas
of enterprise management.
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