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The task of building of an innovative economy
requires mechanisms and institutions that will
ensure the continuity of innovative process and
contribute to the successful commercialization
of innovations. Foreign experience of recent
years has shown the importance of the acceler-
ating mechanism of innovative project support
on the principles of which the activity of the
regional business-catalyst is built. The pros-
pects for regional business-catalysts are seen in
the development of their network interaction
as an important element of an open business
entrepreneurial culture and the expansion of
partnership relations in the region with the in-
dustrial and scientific community.
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he position of a national economy in the modern global economy is

determined by the quality and depth of its links between science, inno-

vation and economic growth. In Russia, this growth is predominantly
based on resource and raw material potential and does not show any signs
of reorientation towards innovation, a fact corroborated by empirical ob-
servations. In 2011, less than 1% of spending by domestic companies went
on the acquisition of new technologies; meanwhile, the procurement of pat-
ents, licences and other innovation activity work accounted for only 0.2%.
Statistics demonstrate the low percentage of organizations involved in tech-
nological, organizational and marketing innovations: 10.1% in 2013." Based
on this figure, which is characteristic of the level of innovation activity in
the country, the Russian economy is falling behind not only leading indus-
trial nations (Germany — 70%, Canada — 65%, Belgium — 60%, Ireland,
Denmark and Finland — 55-57%), but also the majority of countries in
Central and Eastern Europe, where this figure lies between 20% and 40%
[Gokhberg, Kuznetsova, 2011; HSE, 2011, p. 10].

One way to overcome this weakness could be to create conditions that are
conducive for enterprises to independently use their resources more effi-
ciently by capitalizing on the results of scientific research and development
(R&D). This task is largely dependent on the existence of an advanced in-
novation infrastructure, which allows for a variety of forms of resource and
information exchange between economic actors and contributes to the suc-
cess of innovative enterprises, especially in the early stages of development.
At present, Russia has not elaborated any clear mechanisms for infrastruc-
ture institutions to collaborate with innovative companies, and the role of
key elements of this infrastructure has not yet been agreed upon. Existing
contradictions between certain segments of the innovative ecosystem reduce
the efficiency of support mechanisms for innovative enterprises, especially
new businesses.

The task of building an innovation-oriented economy that is capable of
responding to a country’s challenges and threats comes up against many
problems. Solving these problems very much depends on the theoretical
understanding of the conditions and support mechanisms for innovative
companies. The problem of developing and operating an innovation infra-
structure and its component elements is addressed in numerous works by
foreign and Russian academics [for example, Etzkowitz, 2003; Etzkowitz,
Pique, 2005; Malek et al., 2012, 2014; Ammosov, 2005; Golichenko, 2006;
Gokhberg, 2003; Gokhberg, Kuznetsova, 2009; Gokhberg et al., 2013]. Despite
the clear interest in this problem, many issues have still not been addressed
in sufficient depth, in particular the mechanisms used to establish infra-
structural support for start-up innovation companies. Foreign experience in
recent years has shown the effectiveness of an accelerated support mecha-
nism in the form of business catalysts.

This article focuses on substantiating the role and place of a regional busi-
ness catalyst in the system of innovation infrastructure instruments and in-
stitutions. The article assumes that regional business catalysts are the most
optimal mechanism to search for and support promising innovative compa-
nies and projects.

To describe real economic processes, the study used a situational analysis
method making it possible to describe the current state of affairs, to un-
derstand existing problems and propose possible means to overcome these
problems. In short, this method enabled us to study current phenomena in
real conditions [Yin, 2003]. System analysis methods offered the opportu-

! Based on data from the Russian Federal State Statistics Service (Rosstat). Available at: http://www.gks.ru/
wps/wem/connect/rosstat_main/rosstat/ru/statistics/science_and_innovations/, accessed 15.11.2014.
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nity to identify the core characteristics of the innovation infrastructure in-
struments and institutions in a changing economic environment. The study
was also based on evolutionary economics principles [ Nelson, Winter, 1982]
which stress that further development is only maintained and achieved by
institutions that have the largest set of favourable properties and aid the suc-
cessful development of the economy and society.

Innovation infrastructure includes innovative technology centres, technol-
ogy parks, special economic zones, common use centres, development funds
and other specialist institutions. The authors of this article have focused
on non-financial means of support for innovative companies in their early
stages of development, when they are experiencing the greatest difficulties
in searching for resources and establishing the necessary conditions to carry
out their projects.

The development of regional innovation infrastructure:
Negotiating the ‘valley of death’

Building an innovation-oriented economy is not only linked to adapting
to pressing global economic trends, but also to searching for and capital-
izing on a country’s strategic advantages worldwide. The regional diversity
of the Russian economy presents unique opportunities to achieve this goal.
However, the imbalances between some regions in their levels of social and
economic development and the large differences in resource potential be-
tween regions mean that innovative development mechanisms and institu-
tions need to be created. These mechanisms and institutions would help to
create a synergetic effect in the context of an overarching, country-wide
strategy to build an innovative economy. Overcoming such contradictions is
only possible through creating the institutional conditions to stimulate and
energize the innovative process. The lack of effective mechanisms to set this
in motion and support it on a regional level prevents the modernization of
the country’s economy as a whole.

Not all Russian federal regions with significant science and technology po-
tential have achieved a high level of innovative development. The share of
innovative output in their gross regional product is often small and the pros-
pects of raising this share are unclear. Low innovation activity in such cases,
as a general rule, is caused not by a lack of interesting projects, but rather
cautiousness on the part of investors and the strict criteria they impose on
the quality of the administrative teams, mechanisms and instruments and
the weaknesses of the existing industrial base.

The stages of the innovation cycle from the conception of an idea to the
launch of a product on a market are characterized by a gradual fall in in-
vestment risks and growth in potential investor income [Ammosov, 2005].
Each of these stages calls for the development of an individual mechanism
to dampen risks and to raise funds. The early stages of the innovation cy-
cle — the seed stage — pose the greatest threat to a new enterprise. The
seed stage involves the emergence of ideas and initial results from R&D, but
without any income or the legal registration of the enterprise. The invest-
ment appeal of such projects is based on how well developed the business
plan is. Start-ups, which, as a rule, already have developmental prototypes
and legal registration, are trying to push their product onto the market and
are carrying out market research. It is at these stages, when passing the so-
called ‘valley of death’, that innovative companies are in particular need not
only of access to funding sources, but also of support for the future innova-
tive product in the form of experience and knowledge in market and patent
analysis, management and business model building skills. The difficulties
experienced by companies negotiating the ‘valley of death’ are aggravated
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in Russia by the operational characteristics of the innovation environment,
namely the lack of a clear understanding of the make-up and boundaries
of innovation activity, poor links between those engaging in such activity
and the lack of information transparency [Gokhberg et al., 2013]. Russian
enterprises are guilty of inertia in the development of collaborative links
and searching for and making use of information linked to their activities
and markets; many of them are locked in on their own potential and do not
show any interest in intensive technology exchanges [ Gokhberg, Kuznetsova,
2009]. Eliminating this problem is largely dependent on the effectiveness
of the innovation infrastructure, including certain financial organizations
and production, technological, consulting and other component elements
[Etzkowitz, 2003; Etzkowitz, Pique, 2005; Hoffman, Radojevich-Kelley, 2012;
Malek et al., 2012, 2014; and others].

Access to investment resources is directly shaped by the quality of the inno-
vation project: its degree of originality, potential market demand, the clarity
and detail of the business plan, and the existence of a team capable of realiz-
ing the project. A poor understanding of business development mechanisms
does not often allow for the required quality of the new project to be guar-
anteed on the part of the initiator. Innovation infrastructure instruments
such as business incubators and business accelerators are widely recognized
to make a project more attractive in an investor’s eyes by improving all these
components. In the early stages of a company’s development, the so-called
‘growth principle’ is key, meaning the creation of the most favourable condi-
tions to support its growth.

Effective, flexible innovation support forms and instruments could and
should be used not only centrally across the whole country but also region-
ally [Etzkowitz, Pique, 2005]. This means instruments that allow innovative
companies to access the organizational, scientific, research, technical and
technological skills that, being concentrated in a single level of control, fa-
cilitate the effective transition through the most risky stages of the innova-
tive cycle. The involvement of those with such skills raises the quality of the
innovation projects and makes it possible to reduce expenditure on pre-seed
investment.

An innovation project acceleration mechanism:

origins and development

The evolution of methods and means to control economic processes gave
rise to special instruments that help newly starting companies negotiate the
‘valley of death’ by providing them with the necessary resources, creating
specific conditions and offering services. These instruments transform and
improve under the influence of the ever-changing needs of those involved
in innovation activity and the new challenges facing them. As the number
of players on the innovation market expands, so too do the demands about
the level of access to innovation infrastructure. One of the most effective
elements of this could be business incubators.

The first business incubator, Batavia Industrial Centre, was formed in 1959
in the industrial centre of the state of New York, USA, as a source of new
workplaces [Lewis et al., 2011]. Its purpose was to provide newly created in-
novative enterprises with consultancy, accounting, legal and other services,
and to provide them with premises upon which to operate. This allowed new
players in the innovation sphere to reduce the costs of breaking onto the
market by making it easier to access resources and to increase their business
motivation [Abetti, 2004].

Another instrument is a business accelerator, which is in many ways based
on similar principles to the business incubator model, yet is geared towards
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more intensive development of ‘start-up’ innovation projects over a shorter
time frame. In the 1980s and 1990s, business incubators and business ac-
celerators were viewed more as scientific laboratories than as institutions
providing seed funding [O’Connell, 2011]. However, in the early 2000s, fol-
lowing the internet revolution and the so-called dot-com boom, many start-
up enterprises lacked access to the capital market. This served as an incentive
for the appearance of a new type of accelerators under the guidance of expe-
rienced, successful entrepreneurs offering support to companies in various
forms and showing a willingness to offer them seed funding.

Business accelerators are different from other innovation infrastructure in-
struments in five main ways [Malek et al., 2014]. First, there is competitive
selection of enterprise projects and teams. Many of those submitting appli-
cations to join an accelerator are students in their final years at university.
These applications are competitive and attractive to investors in terms of
labour costs. Second, business accelerators support a wider range of inno-
vation projects compared to business incubators. Third, an ‘exchange’ of
resources and services to start-up enterprises occurs for access to a holding
interest in their capital. Fourth, the projects in business accelerators grow at
arelatively high speed and intensity: the duration of accelerated programmes
ranges from three (for media and internet companies) to six months. Finally,
a spirit of free cooperation and mutual support exist among teams of ac-
celerator participants. Accelerators are often set up on the back of venture
capital funds, business incubators or technology parks. Aside from start-up
capital, innovation projects form added value through intensive mentoring
and social network engagement [ Hoffman, Radojevich-Kelley, 2012].

Accelerators are a union of experienced businessmen who provide guidance,
mentoring, networking, project management, offer office services, and share
their knowledge and experience with start-up company employees, helping
them to overcome the difficulties surrounding the early stages of the life
cycle. Accelerators see the uncertainty of the economic environment as fa-
vourable conditions for investment in innovation, especially in technology,
as during this time costs reduce and opportunities for new developments
tend to open up. As such, accelerators are an innovation infrastructure in-
stitution, which provides support to companies in their early stages of de-
velopment. They can be seen as one of the mechanisms to increase company
growth rates in a turbulent economic environment. The unique feature of
this instrument lies in the depth of the technological and business expertise
provided to participants. In essence, it is a commercial model for receiving
quick investment with the assistance of an effective development institution
supported both by the state and universities.

The first accelerator that aimed to launch innovative projects is considered to
be the Y-Combinator, which was set up in California in 2005 [ Miller, Bound,
2011]. In recent years, the number of business accelerators in the USA has
risen considerably, which confirms the popularity and effectiveness of this
instrument. A similar situation was seen in Europe: the first accelerator,
Seedcamp was set up in London in 2007 and has now gained pan-European
status, receiving more than 2,000 applications per year [ Butcher, 2011]. Since
its creation, Seedcamp has ‘released’ 110 innovation companies, which have
attracted investment totalling 65 million US dollars.

Globally, there are more than 700 accelerators. The most successful of them
are considered the American Y-Combinator and TechStars, which have al-
ready helped 566 and 248 innovative companies, respectively, to reach the
market. The survival rate of projects after growing in these accelerators is
more than 85%. In Russia, business accelerators started to appear in 2009.
Today, 326 innovation projects are developing in 27 Russian accelerators.
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However, over the period 2011-2013, only eight of these projects managed
to attract investment. In the majority of cases, Russian investment manage-
ment organizations (Glavstart, Plug and Play, Pulsar Venture, Techno Cup
and others) are geared towards supporting information and communication
technologies (ICT) and developments in various scientific fields and indus-
trial sectors [RVC, 2014].

The popularity of this support instrument for innovation projects in their
early stages is down to the specific nature of the business strategy, which
guarantees links between scientific developments, industrial production, and
services to push through and commercialize projects [Miller, Bound, 2011].
The main advantage is the shorter time frame for innovative products to
reach the market through the opportunities to carry out the necessary R&D,
reduce administrative costs, and search for investors more quickly. At the
same time, the technological and operational risks of projects are reduced
[Malek et al., 2012], and their chances of being successfully commercialized
are increased.

However, experts have pointed out certain problems which could reduce
the effectiveness of this instrument. The length of the acceleration cycle
ranges from only 3 to 6 months, meaning that a relatively young enterprise
is launched onto the market when it cannot always fend for itself in a com-
petitive environment. In addition, participating companies provide accelera-
tors with relatively little information at the selection stage, which often does
not allow them to adequately assess their potential. Moreover, support in
the early stages to some extent strips a business of its ‘entrepreneurial spirit’
and competitive skills. As a result, such players are less attractive to investors,
which are geared towards the strict market mechanisms that more reliably
shape the prospects of new companies. Ultimately, it is the approach itself
that is disputed, as it is based on many relatively fortuitous investments in
the hope of making it in a particular industry. Experts consider a small num-
ber of targeted investments to be more effective [ Miller, Bound, 2011].

The emergence of accelerators was, to a certain degree, a reaction to the
shortcomings of the university education system in terms of instilling and
spreading the required practical entrepreneurial (innovation) skills. A short-
er and more intensive training cycle coupled with real business experience
increases the appeal of accelerators in the eyes of students and young entre-
preneurs. Overcoming these pitfalls is hardly possible without state involve-
ment.

The activities of business accelerators are associated with certain opera-
tional costs — leasing premises, bringing in experts, promoting projects, etc.
According to data from the World Bank, these costs can vary from 2,000
to 115,000 US dollars [World Bank, infoDev Finance, 2012]. Coupled with
the problems of searching for successful business models amid an uncertain
market climate and an unstable institutional environment in Russia, this
makes the activities of business accelerators more difficult with private capi-
tal. At the same time, business catalysts have started to spring up with the
involvement of state and development institutions, also based on the accel-
erator principle.

A regional business catalyst model:
opportunities and limitations

A regional business catalyst is an instrument to generate and select the most
promising completed R&D projects and quickly roll them out on the market
by developing the acceleration principle outlined above. One of its main
aims is to increase the number of innovation projects and ensure that they
are ‘investment quality’.
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A business catalyst brings together innovation process participants in a region
to establish and support innovation projects in their early stages, when even
the very idea of a new business is still in need of endorsement. It is based on
amalgamating the skills of key innovation system players in a region — uni-
versities, research organizations, industrial enterprises, financial institutions,
private investors, regional authorities — with the entrepreneurial resources
of the project initiator. The involvement of all of these parties makes it pos-
sible to reduce initial investment costs i.e. to solve the most pressing problem
of any new project which is accessing resources. A local business catalyst
provides developers and entrepreneurs — both residents and non-residents
in a region — with a range of services to bring an innovation project to the
stage of investment readiness in exchange for a share, for example, in the
emerging company or a company participating in a regional business cata-
lyst. Common standards and a transparent project selection procedure make
this mechanism effective.

Therefore, a regional business catalyst makes it possible to negotiate the ‘val-
ley of death’ and energize innovation activity in a region with the help of
a mechanism to prepare innovative companies for investment by synchro-
nizing and coordinating the skills of its participants. The main elements of
a regional business catalyst model are set out below (Figure 1).

An innovation project ‘growth’ programme at a regional business catalyst
tends to last on average three months and is made up of six stages:

1. Entry into a project: searching for ideas and developments. Ideas to be con-
sidered in a business catalyst can be presented by participants and exter-
nal partner structures — business incubators, enterprises and individual
entrepreneurs in a region;

2. Expert assessment and project screening is based on criteria such as the
level of novelty, competitiveness, practical feasibility, commodification
opportunities (transformation into a commodity), and prospects of pro-
tecting intellectual property rights;

Figure 1. A regional business catalyst model

v

- base participants (regional business catalyst managing com- Z Object —
pany; suppliers of ideas and technologies; consumers; flow of high-tech
entrepreneurs); solutions, R&D

- partners (investment institutions; research organizations; re-
ional ministries and government departments, foreign partners,
incubators and technology parks; business associations, industr
organizations; educational institutions, expert associations, etc.)),

Regional business catalyst actors:

Mechanism

search for developments — expert assessment —
formation of product/project — development of
business model — attracting investment

Means
access to the region’s resources; training;
mentoring; expert assessment;
formation of a capable working team

Process

Source: compiled by the authors.

Goal

increasing the flow of innovation projects
ready for investment
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3. Launch of design work, product creation. Upon completion of this phase,
a clear concept of the product is formed, receiving its first reactions
from the market and potential customers;

4. Business modelling involves an assessment of the team’s ability to com-
plete the project, carry out market research, analyse consumer values,
product distribution channels, and incomes and expenditure, analyse
the rate of return, identify key partners and the necessary resources, and
hone down the company’s development plan;

5.Company creation and search for an investor. The role of a business cat-
alyst at this stage involves assisting in registering intellectual property
rights to a development, creating a legal entity, organizing staff and ac-
counts, and selecting investors that match the required profile;

6. Leaving the project. Attracting seed funds (an investor) and selling a share
in the company.

Upon the completion of each stage, projects are screened to remove any
that do not meet the stipulated criteria and conditions. According to our
assessments, out of the 200 ideas and developments at the entry stage prior
to assessment by an expert committee in a regional business catalyst, only
roughly 40 projects will make it through. Of these, 8—12 will likely reach
the stage of direct developmental work in the business catalyst, and only
4-8 of these prepared investment applications will reach the end point. The
more general outcome of regional business catalysts’ activity is stimulating
entrepreneurial initiatives, creating business prospects that are attractive to
investment and, as a result, increasing the innovation activity and potential
of a region.

A regional business catalyst differs from a business accelerator in three main
ways. First, it is aimed at bringing together the skills of those involved in in-
novation activity in a particular region with the skills of mentors from the
business community who have experience in speeding up (accelerating) the
early stages of the innovation cycle. Second, in a business catalyst innovative
ideas are transformed into projects ready for investment. Third, a bootstrap-
ping mechanism lies at its foundation, meaning that existing resources are
used as efficiently as possible, including non-fiscal incentives at the pre-seed
project development stage.

The innovation infrastructure instruments examined in Table 1 may be in-
terlinked, complementary, and constitute a single innovation project sup-

Innovation and Economy

1able 1. Characteristics of certain innovation infrastructure instruments

Business incubator Business accelerator Business catalyst

Aim To stimulate accelerated To create quality innovation ~ To generate and increase the number
development of newly started  projects for investment of innovation projects in a region for
innovation companies investment

Basic principles To create favourable To intensively develop To expedite the creation and

of support conditions, to provide the innovation projects by development of innovative projects
necessary resources and guaranteeing access to the by granting access to the necessary
services necessary resources and skills | resources and training in the necessary

skills for residents

Main initiators Higher education institutions, Investment funds, business Universities, research institutions,
research institutions, large incubators, entrepreneurs, the  business incubators, development
companies, the state state institutes

Developmental level As a rule, start-ups Seed stage Pre-seed and seed stages

of projects (companies)

drawn in

‘Growth’ term Up to 3 years 3—6 months 3—4 months

Source: compiled by the authors.
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port system. Thus, for example, in the region of Astrakhan, the business
catalyst was set up on the basis of the LIFT business incubator [ Timokhina,
2014], while Moscow State University set up its own accelerator in its busi-
ness incubator [Akkerman, 2014].

A business catalyst helps to increase the number of transactions taking place
in a region to provide seed and pre-seed funding, with all interested actors
of a regional innovation system involved. The regional business catalyst or-
ganizational mechanism assumes that an interested innovation infrastruc-
ture participant is registered as a legal entity. Several business catalysts in
Krasnoyarsk, Rostov, Astrakhan, Kaluga, and Samara regions already oper-
ate on this basis. These regions are characterized by relatively high scientific,
educational and innovation potential, a developed innovation infrastructure
and an innovation support system from regional authorities. The Russian
Venture Company was behind their creation with the involvement of the
Moscow School of Management SKOLKOVO (Table 2).

Case study: The Rostov Oblast regional business catalyst

The business catalyst model described in the article was first launched in test
form at the end of 2012 in Rostov region, based at the Don State Technical
University. Of the 130 applications submitted to the regional business cata-
lyst in 2013, six projects passed the expert selection process, received mentor-
ing support and were later presented to investors from the Moscow School
of Management SKOLKOVO business community (Figure 2). Four projects
reached the stage of signing contracts with investors: one each in the energy
and ICT sectors and two in the mechanical engineering sector.

The Rostov regional business catalyst has a diversified portfolio of projects
in different industries: 33% fall under mechanical engineering and 26% re-

Table 2. Characteristics of regional business catalysts in the Russian Federation

Launch location of

regional business
catalysts

Year of launch
(in test form)

Support from
regional
authorities

Base organization

Number of

prqjects presented

to investors

Priority ‘growth’
project areas

Source: compiled by the authors.

Kaluga Oblast

Development

Development

energy saving

Kaluga Oblast | Astrakhan Oblast ~Krasnoyarsk Krai Samara Oblast Rostov Oblast
2013 2013 2014 2012
Since 2013 it has been
operating in full in the
form of a ZAO Regional
Business Catalyst
Ministry of Ministry of Ministry of Ministry of Economic
Economic Investment and Economic Development of Rostov
Development of | Development of  Innovation of Development, Oblast and Department
Astrakhan Oblast = Krasnoyarsk Krai Investment and of Investment and
Trade of Samara Enterprise of Rostov
Oblast Oblast
OAO Innovative | The private The Krai state The non-profit The federal state
technology autonomous Fartnershlp Regional ' budgetary educational
ncy — Kaluga  park Fabrika institution nnovation Centre  institution Don State
LIFT business Krasnoyarsk Technical University
incubator) Regional Innovation
Technology Business
Incubator
5 5 3 6
ICT; automation ICT; agriculture  Metallurgy; ICT; ICT; automation and Mechanical engineering;

and agribusiness; | energy and resource | control; mechanical = mechatronics and

energy and energy ' saving; mechanical | engineering robotics; energy and

saving engineering energy saving; [CT;
automation and control;
food industry; medical
equipment

64 | FORESIGHT-RUSSIA | Vol.9. No1 | 2015



Makarov S., Ugnich E., pp. 5667 Innovation and Economy

rigure 2. Initial results of the work by the Rostov Oblast regional
business catalyst

130 applications of ideas and developments

42 applications reviewed by experts

10 projects received
mentoring support

6 projects signed
contracts with
investors

Source: compiled by the authors.

late to energy and energy saving (Figure 3). The dominance of projects of
this profile can be explained by their attractiveness to the region’s economy
and the key role played by these industries in the region. 80% of all re-
gional output comes from fuel, energy, mechanical engineering, and food
industries. The main source of innovation projects for the business catalyst
is scientific ideas and solutions developed by the region’s universities and
research organizations.

A business catalyst’s activities are accompanied by difficulties caused by the
specific nature of the projects’ technical and scientific expert assessments
and the inadequate coherence of key elements of a region’s innovation eco-
system. In part, reinforcing the industry specialization of a business catalyst
would make it possible to overcome these problems, thereby helping the
optimization of the development of the end product and the strengthening
of the innovation potential of the projects. At the same time, it is important
to remember that acceleration is far from desirable for all projects. While an
ICT project can be pushed through a business catalyst in three months, for
biomedicine — where the development period for a new product and tech-
nology ranges from three to five years or more — the accelerated ‘growth’
mechanism is counter-productive. As stressed above, in an unstable institu-
tional environment and in the absence of adequate skills, resources, infor-
mation sources, and links between innovation project developers and the

Figure 3. Breakdown of projects in the Rostov regional business
catalyst by economic sector (%

9 9

construction
m  mechatronics and robotics
mechanical engineering
energy and energy saving
ICT, software
automation and control
food industry
medical equipment

H O = Em O

33
26

Source: authors’ calculations.
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business community, involvement in a regional business catalyst becomes
essentially the only way to prepare a quality project in a short time frame
which is capable of attracting investors’ attention.

The prospects of further developing regional business catalysts are connected
with integrating them into a network, which would facilitate collaboration,
an exchange of skills and information, and the spread of best practices na-
tionally. The question of the rationality and limits of state involvement in
funding new elements of a regional innovation infrastructure is still dis-
puted. Such involvement can be examined in a number of other innovation
support instruments (innovation projects and teams) in the early stages of
work. However, full budgetary funding for business catalysts risks isolating
them from the investor community and risks problems arising in attract-
ing private capital in later stages.? The likelihood of expanding the network
of regional business catalysts is also linked to the open nature of business
catalysts, a transparent mechanism for providing resources, accessible in-
formation on the current status of projects, etc. Openness also presupposes
a willingness among mentors to offer free consultations, and a will among
innovative companies to share their business secrets with other participants.
An open network of skills to establish a flow of ‘investment quality’ proj-
ects operating on principles such as enterprise, partnership and state support
ensures — if participants keep to their responsibilities — that the business
catalyst mechanism can quickly adapt to changing external environmental
conditions.

Conclusion

This study confirms the potential of using regional business catalysts as an
effective instrument to support start-up innovative enterprises. With the
help of these business catalysts, developers and project initiators can find
the best possible means to implement their projects, and investors and in-
novation managers can select the most effective forms of investment in in-
novation.

This support for the innovation process is provided in the early stages
through accelerated programmes. It is based on generating, synchronizing
and coordinating the skills of those involved in the innovation process, and
aims to ensure a flow of commercial transactions from an uncoordinated
mass of completed R&D projects.

An analysis of the distinguishing features of the business catalyst model
compared with business incubators and business accelerators shows that
a business catalyst not only brings together the skills of its participants, initi-
ators and mentors, but also establishes common standards and a transparent
selection procedure to generate innovative ideas and transform them into
a project that is ready for investment. At the foundation of a regional busi-
ness catalyst’s work is a mechanism to make the most use of existing resourc-
es, as well as non-fiscal incentives for investment in the pre-seed project
development stage.

This article discussed the history of one of the five business catalysts that
currently exist in Russia, which since 2013 has prepared and presented six
innovation projects spanning various economic sectors to investors in the
Rostov region. This case study demonstrates not only the undisputed ad-
vantages of the business catalyst in the Rostov region for the development
of innovation processes regionally (which is especially important in Russia

2 Tt is widely recognized that the presence of the private investment component is extremely important when
implementing many state policy instruments. As such, when setting up new high-tech companies, proactive
efforts aimed at establishing an institutional environment are effective. Private measures (reactions to market
collapse in the form of subsidies and investment in ‘strategic’ industries) are often counter-productive and
have the opposite effect [Abetti, 2004].
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in view of the country’s varied ‘economic geography’) but it also highlights
the clear problems caused primarily by the inadequate links between key ele-
ments of the local innovation ecosystem.

The prospects of successful regional business catalysts rely on the forma-
tion of networked collaboration between them, as well as ensuring that such
structures are open, and expanding partnerships between industry, research,
and state development institutions in supporting innovative enterprises.
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