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Turning Russia into an innovation country will cost the budget nearly half a trillion dollars
over ten years, according to the Economic Development Ministry, but the government's exotic
programs are not worth it, experts say.

The government will review the draft of the strategy for the country's innovative
development through 2020 on Sept. 6, Deputy Economic Development Minister Oleg
Fomichev said.

The strategy calls for the federal government to spend not less than 11 percent of its total
budget outlay on innovation over the next ten years.

In truth, the Finance Ministry did not agree to the strategy because of the amount
of investment required, and proposed tax stimuli as measures, Fomichev said. The strategy is
based on large expenditures of money the government does not have, a Finance Ministry
official said.
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To ensure an innovative breakthrough, 15.7 trillion rubles from the state coffers need to be
spent over the next 10 years, according to Economic Development Ministry's calculation.

In that case, the ministry calculates, the Russian economy could reach the level of the world
high-tech and intellectual service leaders in several sectors, leading to an increase in the
high-tech sector's contribution to gross domestic product from 13 percent to 18 percent.

Now the main problem is the absence of interest in innovation by Russian companies, officials
say. The state needs to seriously invest, specifically in innovative businesses — 7.6 trillion
rubles for ten years. That is the price tag for fundamental scientific research, support
of startups, and seed funding.

Another 3.3 trillion rubles is necessary for creating innovative infrastructure and Russia's
participation in the global system of innovation. The Economic Development Ministry plans
a database with basic information about all innovation projects.

The state should spend funds to convince a minimum of 20 research and development centers
of leading global companies to set up at Skolkovo.

The strategy also calls for increasing the budget to finance credits, guarantees and even
compensate business expenses associated with bringing products to new markets. The tax
burden for companies involved in innovation should be reconsidered.

The ministry's expectations are rosy. The return on investment will take place, new materials
will be developed with as yet unachieved possibilities, and there will be an overall cascade
effect of modern advanced technologies into the low-tech manufacturing sector.

"It seems that recently the authorities are competing to see who can ask for more funding. It
started with 10 trillion rubles for defense, then 4 trillion for the Caucasus, now 16 trillion
on innovation," said Igor Nikolayev, a partner at FBK.

The authorities would not require such expenditures if they had done what they should have
a long time ago — create a competitive environment for business, he said.

The state should set up basic conditions and not be writing exotic strategies, said Alexander
Galushka, head of the business lobby Delovaya Rossia. "Without competition and a favorable
investment climate, the expenditure of such funds will be throwing money to the wind," he
said.
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