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Summary highlights

Contributions: This paper studies the small and often overlooked group of internationally created research-
driven ventures and discusses their impact on Russia’s economy. Although collaboration as a strategy in
innovation management is actively discussed (see for example the debate on open innovation), collaboration
as an internationalization strategy has received somewhat less attention. As most contributions examine the
developments of networks after internationalization has taken place, little is known about how such partner-
ships are built and which network strategy will succeed under different cultural and institutional circum-
stances.

Research Questions/Purpose: We study international collaborations as a strategy for Russian SMEs and a
group of ‘born-global’ firms established by partners from Germany and Russia for more evidence of networks
and partnerships to understand how firms benefit from these.

Results/Findings: International cooperation is seen to be a resource-intensive but rewarding strategy. Such
companies invest more than 10 % of total sales into innovation. On the other side, companies that engage in
international cooperation constitute the largest proportion of highly profitable enterprises. Building on
previously established networks which allow new knowledge-intense assets to be formed, these companies
introduce novel products and processes to the Russian market and develop them further. Partnering with
international colleagues allows these start-ups to overcome some of the difficulties entrepreneurs face in
Russia.

Limitations: The paper uses a quantitative study of Russian SMEs and a qualitative study of 10 Russian-
German born-globals. It would be interesting to see more intercultural comparisons with start-ups between
teams from other cultural backgrounds.

Theoretical Implications and Recommendations: Previous contributions on Russia have already suggested the
importance of networking for overcoming local obstacles. Firms based on both emerging markets and
advanced economies get support from different types of networks for the discovery and exploitation of
business opportunities. Thereby, they increase their learning opportunities beyond the rather restricting
Russian environment and learn much about international entrepreneurship.

Practical Implications and Recommendations: While such ventures get access to knowledge generated outside
Russia, they also benefit greatly from their partners’ ecosystems which allow them to avoid the obstacles in
their home markets. For policymakers, the born-global strategy should be understood as a very valuable source
of knowledge transfer. These internationally active teams are creating state-of-the-art technologies which
potentially have immense value for economic development.
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Abstract This paper studies the small and often overlooked group of internationally
created research-driven ventures and discusses their impact on Russia. Building on
previously established networks which allow new knowledge-intense assets to be
formed, these companies introduce novel products and processes to the Russian market
and develop them further. While such ventures get access to knowledge generated
outside Russia, they also benefit greatly from their partners’ ecosystems which allow
them to avoid the obstacles in their home markets. Thereby, they increase their learning
opportunities beyond the rather restricting Russian environment and learn much about
international entrepreneurship.

Abstrakt Dieser Artikel behandelt die kleine Gruppe internationaler forschungsorientierter
Start-ups in Russland und diskutiert deren Bedeutung fiir die russische Wirtschaft. Diese
Griindungen entstehen aus etablierten akademisch-geprdgten Netzwerken und
konzentrieren sich auf die Vermarktung eigener Forschungsergebnisse. Dabei bringen diese
Start-ups nicht nur neue Technologien nach Russland, sie entwickeln diese auch weiter. Wir
zeigen statistisch dass Unternehmen, die diese internationale Kooperation als Strategie
verfolgen, finanziell hochst erfolgreich sind. Anhand einer Gruppe von deutsch-
russischen Kooperationen zeigen wir weiters, wie wichtig die Zusammenarbeit fiir die
russischen Partner ist um die lokalen Schwierigkeiten erfolgreich zu vermeiden und um sich
das notwendige unternehmerische Know-how anzueignen.

Keywords Internationalization - Partnership - Born-globals - Russia - Russian Federation -
Innovation - Networks

Introduction

Entrepreneurial success is a function of timely development and deployment of assets,
inter-firm relationships and human capital both at home and abroad (see, for example,
Al-Aali and Teece 2014; Oviatt and McDougall 2005). Successful internationalization
strategies in a globalized world have attracted special attention and the volume of
literature on international entrepreneurship is growing rapidly. The slowdown of
economic growth in Western economies and the rising activity of actors from the
BRICS countries has shifted interest to innovation-based internationalization strategies
(e.g. Hagen and Zucchella 2013) or to strategies focused on emerging markets (Bruton
et al. 2008; Yamakawa et al. 2008; Zahra and George 2002; Jones et al. 2011; Leonidou
and Samiee 2012). Scholars have debated whether theoretical perspectives developed
in mature market contexts are equally valid in emerging economies (e.g. Bruton et al.
2008; Shenkar and Von Glinow 1994). The very specific institutional settings in
emerging markets may require a very different mindset and strategy to succeed
(Manev and Manolova 2010; Peng and Heath 1996).

While the literature on entrepreneurship in China or India is expanding rapidly,
entrepreneurial activities in Russia still remain a mystery. Most studies on Russia study
domestic entrepreneurs (Seawright et al. 2008), especially retrospectively over the
20 years following the collapse of the Soviet Union (Manev and Manolova 2010).
There is a consensus on the negative effects of the institutional environment in which
entrepreneurship in Russia is taking place (Puffer et al. 2010); others blame the lack of
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trust and a historically grown cultural rejection of entrepreneurship (McCarthy et al.
1997; Puffer et al. 2010). Incomplete transition processes go hand in hand with a high
level of corruption and dysfunctional institutional legacies which prevent, among
others, successful internationalization processes (Tovstiga et al. 2005; Bucar et al.
2003; Zashev and Dezhina 2010). Most recently, Volchek et al. (2013) empirically
analysed the internationalization strategies of Russian SMEs and suggested that the
initial decision to internationalize depends on the firm’s internal ability to innovate
(which is generally low), while growth is a function of the normative institutional
environment.

Indeed, internationalization as an individual decision by a single Russian SME is
fairly rare. A direct internationalization approach is unlikely as access to risk capital is
rather limited for Russian companies. Moreover, as a result of the cut in private and
public spending on research and development (R&D), most Russian companies have
lost their innovation edge and lag behind their western counterparts in terms of tech-
nology. From a Russian perspective, these findings are of little surprise. However,
collaboration with international partners is a much more common phenomenon and
has indeed produced promising results. While studies exist on the large-scale collabo-
rations between actors in the extractive industries—such as between ExxonMobil and
Rosneft or between Gazprom and Petronas or E.ON (e.g. Thurner and Gershman 2014;
Thurner and Proskuryakova 2014), the internationalization strategies of Russian SMEs
with western counterparts have not received any attention. We therefore want to close
this gap in the literature by providing an empirical analysis of the extent and conse-
quences of international collaboration of Russian firms with their partner organization.

Previous contributions on Russia have suggested the importance of networking for
overcoming local obstacles (e.g. Volchek et al. 2013). This is in line with the interna-
tional entrepreneurship literature, which has highlighted early ventures’ integration into
networks as a distinguishing feature (Oviatt and McDougall 1994). Firms based in both
emerging markets and advanced economies get support from different types of net-
works for the discovery and exploitation of business opportunities (Kontinen and Ojala
2011). New ventures are strongly influenced by ties and knowledge already developed
before they are created, which allows them to internationalize almost immediately
(Shane 2000). As most contributions examine the developments of networks after
internationalization has taken place, little is known about how such partnerships are
built and which network strategy will succeed under different cultural and institutional
circumstances (e.g. Hitt et al. 2000). In particular, insights into collaborations between
partners from advanced economies and emerging markets are largely absent (e.g. Kiss
et al. 2012). Network scholars suggest studying the conduct and performance of firms
in light of the network of relationships from which they emerge (Gulati et al. 2000).

This paper answers calls for studies that focus on networks and how they
influence the development of early ventures. We therefore answer the call for
more evidence of networks and partnerships to study how firms benefit from
these. We study ‘born-global’ firms established by partners from Germany and
Russia to develop and commercialize technology. Born-globals distinguish them-
selves from other early internationalization strategies as they do not gradually
accumulate capabilities and resources (Knight and Cavusgil 2004) but instead
pursue business opportunities on international markets right from the start. The
born-globals we study act in a world where know-how is no longer held by
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individuals or found in one place but is geographically dispersed (Pisano et al.
1988). When cooperating with international partners, commonly developed
assets might prove commercially valuable. Here, networking is no longer
needed for efficiency but is essential for the company’s very existence.
Consequently, we study ten early-stage ventures that were founded by teams
of scientists from both Germany and Russia. Studying born-globals holds great
potential for further insights into international entrepreneurship. Nevertheless,
knowledge about born-globals is limited and many scholars call for a deeper
understanding of early and sustainable internationalization processes through
born-globals (e.g. Prange and Verdier 2011; Sapienza et al. 2006;
Weerawardena et al. 2007; Zettinig and Benson-Rea 2008). More information
about innovation-led born-globals is important for various interested parties.
Policymakers, with the rise of exciting new technologies like nano- or biotech-
nology, have begun to create favourable environments for scientists to incen-
tivize their move into the business world.

Born-globals and early internationalization strategies

The early internationalization processes of start-ups have received attention
since the 1990s (e.g. Oviatt and McDougall 1994; Knight and Cavusgil 1996;
Autio 2005; Rialp et al. 2005; Covin and Slevin 1991; McDougall and Oviatt
1996; Coviello and McAuley 1999). The international business literature be-
came particularly interested in the speed with which firms start to export (Amal
and Freitag Filho 2010). Consequently, many definitions of born-globals focus
on the quantitative aspects of the internationalization of core entrepreneurial
activities (see, for example, Lumpkin and Dess 1996; Preece et al. 1999; Wolff
and Pett 2000). Hence, one definition of born-globals suggests that they have
an export intensity of 75 % within 2 years of inception (Chetty and Campbell-
Hunt 2004). Evers (2010) suggests 25 % of total sales in foreign countries in
the first year of trading. Gabrielsson and Kirpalani (2012) compare different
definitions (see also, for example, Welch and Luostarinen 1988; Rennie 1993;
Oviatt and McDougall 1994). Instead of pointing towards one-dimensional
measures, Oviatt and McDougall (1994) present a framework which introduced
four filters to check for necessary and sufficient elements for the sustainable
success of internationalization strategy by early ventures. The first filter intro-
duces a transaction cost-based separation, between transactions taking place in
markets and those taking place inside firms. With start-ups constantly facing a
lack of resources, the second filter suggests that ventures with an ‘alternative
governance structure’ will succeed in their internationalization efforts as they
create organizations in networks. For example, Freeman et al. (2006) study the
alliances between suppliers, distributors and joint-venture partners as vital
growth opportunities. Consequently, the third filter of the framework stresses
the ‘foreign location advantage’ by placing their assets strategically around the
globe to secure their best usage. Oviatt and McDougall (1994) suggest that the
expected benefits outweigh the cost of foreignness. Such advantages stemming
from subsidiaries have been emphasized by various scholars (e.g. Cantwell and
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Mudambi 2005; Rugman and Verbeke 2001). Fourth, ventures need to own
unique resources to succeed in developing sustainable competitive advantages.'

An interesting stream of literature suggests examining international entrepreneurship
through a network perspective (Coviello and Munro 1995). New ventures are highly
influenced by ties and knowledge (McDougall and Oviatt 2000; Jones and Coviello
2005 and Coviello 2006). These networks were built before the venture started and
allowed for the internationalization at the time of inception (Shane 2000). Studying
networks that predate the ventures is of particular importance for technology and R&D
oriented born-globals, as they most likely start to develop their technologies with team
members prior to the venture. The firm’s network relationships are driven by strong
social or personal elements (Ellis 2000; Ellis and Pecotich 2001 and Harris and
Wheeler 2005). Network relationships develop over time and grow from simple
exchanges to complex multidimensional and multilayered organizational relationships
(Larson and Starr 1993). When the business of the new venture gets more complex,
such evolving networks help to leverage network ties and mobilize more resources in
the pursuit of growth (Larson and Starr 1993). In line with this argument, early ventures
actively manage these networks (Coviello 2006). Sharma and Blomstermo (2003) even
suggest that the history of the networks will shape the venture’s future.

Another rich field of study is the question of partnering (e.g. Fan and Phan 2007;
Ojala and Tyrvidinen 2009). Many contributions to international entrepreneurship in
emerging economies identify a dominant focus on geographically proximate markets
rather than sophisticated internationalization strategies (Kiss et al. 2012).
Internationalization strategies are more likely through common language among part-
ners and geographically diverse networks (Musteen et al. 2010 in the case of Czech
companies). Previous research has found that small and open economies have higher
push and pull factors, which encourage the emergence of born-globals compared to
firms from larger economies (Luostarinen and Gabrielsson 2006). Born-globals have
attracted the interest of scholars in public and corporate governance (e.g. Zahra 2014).
However, established companies have also responded to global competition with
networking, the outsourcing of noncore business activities and an increased usage of
information and communication technology (e.g. Salmela and Lukka 2004; Teece
1986, 2006).

Research has increasingly been interested in internationalization efforts from and to
emerging markets (see, for example Sandberg 2014). While research in advanced
economies focuses more on explanatory variables such as firm strategy, resources,
capabilities and structural characteristics, international entrepreneurship in emerging
economies is instead more interested in entrepreneurial characteristics (e.g. Kiss et al.
2012). Besides, the wider international entrepreneurship literature studies rapid inter-
nationalization processes predominantly in high-technology firms (Jones and Coviello
2005; Knight and Cavusgil 2004). In emerging markets, however, successful interna-
tionalization happens largely in less technologically intensive industries with lower
product development costs as entrepreneurs struggle to gain access to rare, inimitable
resources (Cuervo-Cazurra and Genc 2008; Elango and Pattnaik 2007; Luo and Tung
2007). Hence, insights from innovation-driven entrepreneurial activities with

! Other models proposed by Madsen and Servais (1997) or Rialp et al. (2005) also identify the unique firm-
specific resources for competition in international markets (Jones et al. 2011; Knight and Cavusgil 2004).
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internationalization strategies focused on emerging countries are in dire need (see e.g.
Autio et al. 2011; Coviello 2006).

Internationalization strategies in the Russian context

Russia’s economy has expanded greatly in the last decade, yet the country’s develop-
ment has been hampered by unfavourable business and investment climate perceptions.
The country has a highly skilled workforce and well-functioning high-technology
sectors. Nevertheless, Russia’s economy suffers from poor framework conditions:
political environment and stability, regulation quality, rule of law and general quality
of institutions (Polischuk 2013), wrong incentives and stimuli resulting from flaws in
Russia’s corporate governance models (Enikolopov and Stepanov 2013). Furthermore,
limited access to finance and investment opportunities hinder advanced entrepreneurial
activity. In addition, enterprises pursue rents through various forms of vertical integra-
tion or close connections with state authorities (Yakovlev 2014). Although the country
has received some attention from entreprencurship scholars (Kiss et al. (2012) reviewed
14 contributions on Russia), there is very little known on how entrepreneurs manage to
overcome the still fairly adverse institutional environment. Various studies (e.g. Danis
and Shipilov 2002; Manolova et al. 2008; Tominc and Rebernik 2007) show that
countries like Hungary, Poland, Slovenia or Latvia have better institutional support for
entrepreneurial endeavours than countries such as Russia, Ukraine, Belarus or
Moldavia. We assume that in countries like Russia, networks will play a role as partners
somehow have to establish contact. Most contributions on Russian entrepreneurship
study domestic entrepreneurs (Seawright et al. 2008) or compare Russian phenomena
with characteristics of global entrepreneurship. The development of entrepreneurship in
the 20 years after the collapse of the Soviet Union has generated especial interest
(Manev and Manolova 2010). Most contributions ultimately stress the negative insti-
tutional environment in which entrepreneurship in Russia attempts to flourish (Ahlstom
& Bruton, 2010; Puffer et al. 2010). Internationalization strategies of Russian compa-
nies have only recently moved up the research agenda. Zashev and Dezhina (2010) or
Volchek et al. (2013) suggest that companies struggle with traditional modes of
internationalization.

Methodology

We start with a quantitative analysis to construct a holistic picture of the intensity and
scale of the cooperative activities within Russian SMEs. Next, we study networks and
partnering qualitatively through a series of in-depth interviews. For the quantitative
analysis, we use data from the Monitoring of Innovation Activities 2012 survey.” The
total sample for Russia includes more than 1000 enterprises active in the manufacturing

2 Performed biannually by HSE’s Institute for Statistical Studies and Economics of Knowledge (ISSEK) since
2009 within the framework of the European Manufacturing Survey (http://www.isi.fraunhofer.de/isi-en/i/
projekte/fems.php), the Monitoring of Innovation Activities survey is an internationally harmonized survey
aimed at collecting a broad range of indicators on innovation and other dimensions of companies’ strategies.
The data on Russia are discussed in for example, Gokhberg, Kuznetsova 2011, and Zaichenko at al. 2014.
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and information technology sectors. Small and medium enterprises (less than 250
employees) comprise 270 firms which report innovation activities. Within the SMEs
subset, we identified a small but highly advanced group of Russian SMEs which
cooperate globally. The available data allowed us to identify the scale and intensity
of the cooperative efforts in the Russian business environment and to implement a
descriptive group-wise analysis and comparison of the companies that pursues different
cooperation strategies. To further strengthen our understanding of these partnerships,
we identified a sample of born-globals through the Foundation for Assistance to Small
Innovative Enterprise (FASIE), which is the largest and oldest Russian public fund that
supports small innovative firms.> FASIE enjoys a high reputation in Russia and abroad
in terms of project expertise (Gershman and Kuznetsova 2012). It manages several
international programmes jointly with Germany, France and Finland to support Russian
science spin-offs. In 2008, FASIE and the International Bureau of the Federal Ministry
of Education, Science, Research and Technology of Germany (BMBF) initiated the
Russian-German bilateral programme. FASIE finances SMEs from Russia, whereas the
BMBF supports their partners from Germany. Ever since, four calls for joint Russian-
German research projects were launched to support projects active in technologies of
national priority. Over 150 applications were submitted; 50 projects have to date
received funding. Together with FASIE, we decided to focus on projects which have
won FASIE support more than once. This resulted in ten companies in various high-
tech industries (medical equipment and services, engineering, ICT and nanotechnology)
based in six different Russian cities: Moscow, Korolev, Saratov, Kaluga, Koltsovo and
Kazan (see Table 1). The companies were between 18-24 months old, and the amount
of funding allocated by the Foundation was up to 4 million rubles per project. No other
support was provided. The interviews lasted between 45 and 60 min and included
questions concerning companies’ projects, difficulties and the barriers to international
cooperation encountered, as well as their prospects for global development. The
interviews were conducted in Russian.

Empirical picture of cross-border cooperation by Russian SMEs

We start with an empirical analysis of a sample of Russian SMEs to identify the
frequency of international collaboration and the economic consequences of this strate-
gic choice. Around 4 % of Russian SMEs actively innovate, with variation across
different industries (e.g. 14 % in manufacturing of medical equipment; and around
12 % in pharmaceuticals or ICT). At a national level, networking is a crucial element of
innovation strategies. More than 90 % of manufacturing firms mention at least some
type of cooperation with other organizations in their innovation activities.

Physical proximity is highly relevant for the choice of partners. While nearly 85 %
of SMEs are connected to various actors within their region of the country, only 65 %
of firms expand their networks to other parts of Russia. Global networking is done by
less than 25 % of SMEs (see Fig. 1).

The intensity of cooperation with various types of partners is scaled proportionally
for different categories of geographic proximities (regional, national, local) with the

3 Source: FASIE website http:/www.fasie.ru/
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Table 1 List of companies

No. Companies’ main activities City Industry

1 Adapting and implementing groundwater Moscow Engineering
treatment technologies

2 Developing and manufacturing nanostructured Saratov  Nanotechnology
glass fibres for biological sensors to determine
the toxicity of pathogenic environment
(cholera, tuberculosis, etc.)

3 Developing and manufacturing knowledge-intensive Koltsovo Engineering (air-conditioning

air purification and disinfection systems systems)

4 R&D and production of materials with the increased Korolev ~ Engineering (energy)
density of heat flow

5 Developing drugs for inflammatory processes to Moscow Healthcare (pharmaceuticals)

cure various diseases

6  Developing clinical laboratory diagnostic systems ~ Moscow Healthcare (diagnostics technologies)
based on molecular genetic techniques

7  Developing nano-modified sheet materials for Kazan  Nanotechnology
aircraft industry and construction

8  Developing and producing durable antifriction Kaluga  Engineering
mineral coatings for friction pairs in machine
parts and mechanisms for power engineering,
manufacturing and shipbuilding

9  Developing treatments, diagnostic systems and Moscow Healthcare (diagnostics technologies)
medical equipment for treatment of various
diseases (in particular, cancer and skin diseases)
with the use of nanotechnology

10 Developing cargo management systems basing Moscow ICT, Engineering
on ‘Internet of Things’ concept

exception of linkages to R&D institutions. Companies seeking scientific excellence
beyond regional boundaries benefit greatly from the availability of S&T results.
Typically, common international partners are suppliers and clients, while competitors,
service providers, etc. are less frequently used. Only a mere 1.7 % of innova-
tive Russian SMEs cooperate with research centres and universities abroad.
Geographic distance influences not only the propensity of communication but
also the motives for joint activities. Comparing key objectives for collaboration
with research institutions within and outside Russia, research institutions abroad
provide new knowledge and access to enter new markets. At the same time,
national R&D organizations serve as an important means of human capital development
(Thurner & Zaichenko, 2014). Cross-border cooperation is seen to be a resource-
intensive but rewarding strategy. Such companies invest more than 10 % of total sales
into innovation. On the other side, companies that engage in cross-border cooperation
constitute the largest proportion of highly profitable enterprises (see Fig. 2a, b).

Figure 3 shows the correlations between competitive advantages and the
strategy of international collaboration. Internationally collaborating firms intro-
duce a larger share of novel products and production processes—at higher cost
and speed.
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Monitoring of Innovation Activities of Enterprises 2012, HSE ISSEK

The integration into global knowledge production strongly corresponds with the
degree of inclusion in global value chains. SMEs cooperating with foreign partners gain
a noticeably larger share of revenues from former USSR regions and other countries
(up to 10 % of total sales from export compared to minor non-innovators and
domestically contained firms, see Fig. 4).

Furthermore, collaboration with overseas partners should broaden entrepre-
neurs’ strategic horizons, helping them develop their businesses towards new
international markets. Among internationally networked SMEs, nearly 40 %
identify growth opportunities in former USSR regions neighbouring Russia,
and more than 20 % target other countries (compared to 15 and 4 %, respec-
tively, of domestic innovators). As indicated earlier, cooperation is largely
geared towards improved innovation results. Indeed, cooperation with partners
from overseas is correlated with higher novelty levels of products and processes
and strategic targeting at international markets.

Globally active firms are by far the most advanced elements of Russia’s
overall SME population. Companies interacting with or created by international
scientific institutions are even more innovative. Most notably, these companies
benefit from the special market-opening function of cross-border cooperation.
These findings are notable and show the vital role these companies have for
Russia’s innovation system.

Exploring the born-globals in more depth

For a deeper understanding of networking strategies employed, we conducted inter-
views with a sample of successful German-Russian born-globals. One start-up devel-
oped and now produces aerial disinfection devices for medical use. Although the initial
inputs came from various disciplines and Russian research groups, the team soon
realized the need for additional expertise, which came from a leading German research
institute:
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The Germans were “friends of friends”. A professor who works on their campus
is a friend of one of our team members. He knew that the Germans did excellent
work and that they had the knowledge which we lacked.

The German research group had already gathered experience in the field. By
combining knowledge, they developed the devices and the team started a shared
company. Here, the partnership relied on intensive personal connections through
previous working relationships. The initial contacts were primarily made through
academic activities such as workshops and conferences.

Another set-up is documented by a venture founded by a highly regarded Russian
research institution and a German company. The team generated expertise in the
development of various electronic devices previously developed for clients in different
industries. In this cooperation, the German team members put great emphasis on the
development and actual manufacturing of electronic control modules as they had great
experience in this field. The Russian team was present during the planning and

@ Springer



128 T.W. Thurner et al.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

1 — o
ey

P e — 33.0%
L ]3 5%
Quality 74ﬁf4
— 50
Novelty had Y

28.6%

——7.5% )
—— 111,

1 7Y
et

Customization

Shipment time

Services ﬂ
17.4%

Other : ééé)%’

0
No competitive advantages ="/g 76‘02/4
6%

= Non-innovative Domestic  ® Cross-border

Fig. 3 Self-estimated competitive advantages by collaboration strategy/innovation activity (% of enterprises).
Source: Monitoring of Innovation Activities of Enterprises 2012, HSE ISSEK

execution of the experiments and took responsibility for the mechanical design of the
detector and the electronics. The German partners benefit greatly from developing basic
research knowledge in the field of microelectronics, while the Russian partners were
provided with the opportunity to learn how to produce a high quality end product in

120%
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Fig. 4 Total sales distribution along markets by cooperation strategy type/innovation activity. Source:
Monitoring of Innovation Activities of Enterprises 2012, HSE ISSEK
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state-of-the-art factories. Now, the company uses its knowledge to develop a portable
device to detect the concentration of sugar in the blood:

We now own exclusively the developed technologies and have developed
problem-solving competences. This structure will allow you to open up new
perspectives. The second area of growth is the food industry. Here, we now
develop devices to determine food quality.

Another start-up, active in biochemistry, reported entirely different experiences. The
company was initially focused on oncology but is now expanding into other industries.
Here, their German partners provided basic research. Neither side originally had any
intention to commercialize anything but developed exciting results; after publishing
their findings in top academic journals, they decided to give commercialization a try.
The initiative came from the head of the German team who is a senior expert in the field
of laser technology in Germany and had previous experiences in science-based start-
ups. He stressed that the technology is highly commercializable and suggested an
application for various skin diseases.

A company was founded after developing a technology to increase the density of
heat flow in cooperation with their German partners. The German partners provided
applied research and market-related information, which allowed the Russian partners to
fine-tune their product and continuously improve its usage. The developed module was
then transferred to their German partners, which sells the product in Germany and
Switzerland. Up to then, the Russian partners had no idea how to actually sell such a
product, let alone outside Russia. Now, the team of researchers works simultaneously
on the development of different modules and technologies in a kind of portfolio
approach. The company has now started a new cooperation with another German
company to develop a power source for wireless sensors.

Once the cutting-edge knowledge has been developed, the ventures face operational
challenges to commercialize these assets. Having teams from different countries
participate in the venture allows access to foreign markets:

Through our members we have de facto access to foreign markets. Next to
Eastern Europe, Slovakia, and the CIS countries, we plan to sell in all the Western
markets like Germany.

Another born-global which develops diagnostic systems demonstrates this even
better. The molecular markers for early diagnosis of periodontitis originated from a
collaborative venture between a Russian research consortium and a German private
diagnostic laboratory. The start-up is now commercializing a diagnosis kit. The German
partner is the sole purchaser of the kit as it is still not cleared for the Russian market.
Through its network of health care organizations, the laboratory generates add-on sales
of the developed kit which has allowed the company to generate cash flows. The very
rigid system of certification in Russia is putting a major strain on the company’s
finances as it cannot commercialize its product in Russia, although it has received
public funding for its research. This is interesting as the Russian-based company simply
could not access its home markets and hence could not grow on their home ground.
This has also been seen on the other side. While access for other goods to the Russian
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market is fairly easy, protecting one’s own intangible asset is again fairly difficult. Here,
born-globals benefit from access to better intangible asset protection. Although the
Russian team tried to register an international patent, they were faced with many
difficulties:

We had no idea how to do that. Few people in Russia do actually. This is
increasingly difficult for a Russian company alone, but much easier when there
is an international partner.

A representative of another start-up points to a similar problem with the registration
of patents:

Unfortunately, it turns out that the commercial side of the activity in Russia is
sometimes a little difficult. More often it is easier if the representative who wants
to patent is based in Europe. We have now been working with our German
partner for more than 25 years and have established a trusting relationship.

Local initiatives, such as technoparks, are of great importance and helped the
founders to get started. One company was established after winning a small grant from
the Administration of the Novosibirsk region. A credit line from the local technopark
allowed them to purchase equipment and ultimately to search for an international
partner.

As these start-ups are science oriented, access to research funds is vital for their
success. However, making use of such state funding requires prior experience with the
state financial support system. A founding member mentioned access to research funds
and how his experience helped him to gain funds for the venture, again with a company
in Germany:

To get money from international funds you have to build up experience. I've been
doing this for more than 30 years in the field of atherosclerosis. In this time, I
have become very skilled in the art of attracting money. We have regular contacts
with foreign colleagues and I constantly travel abroad. The Germans are great
partners. They have the most money and the largest quota in the EU.

The Russian funding streams accessible for the kinds of start-ups discussed in this
paper are rather limited. The manager of one start-up described the difficulties in
getting money when it is needed:

The German partners find finance in their country. In our case, the Russian Fund
supported our project, but this money was only available at a later stage. What
helped us was getting some of the German funds transferred to us.

The born-globals speak of different ecosystems for innovation in both countries. The
Russians in particular look to Germany and appreciate the environment in which their
partners operate. Other companies faced different challenges and rather hoped for
higher governmental support. Representatives of start-ups mentioned the absence of a
public procurement programme as a problem as such a programme could create real
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demand for their products. Such measures would also help Russian start-ups lower their
production costs.

Most managers we interviewed described the collaboration between partners in a
fairly unexciting manner. Companies reported regular Skype calls while other start-ups
exchanged team members every now and then. In addition, interviewees welcomed
conferences as opportunities to meet and present joint papers. By and large, it seems
that companies tend to follow quite traditional scientific means of communication.

Few of the companies referred to the business tools they use. The ventures are run
by people who are experimental scientists at heart. Financial planning was largely
absent or only done in combination with a business plan.

Our product certainly has a lot of commercial potential. But we have not done any
calculations or estimations yet. We have various opportunities to make money. For
Russia, it is the sale of licences for production. We have not decided this yet.

Interestingly, most interviewees referred to culture as a crucial factor affecting the
management of their ventures. Culture plays not only a vital role in finding the right
match but also in managing expectations. As one manager told us:

The experience was very good. Still, we have learned a lot from them, their methods
for conducting experiments and experiments on the completeness of the materials.. ..

And:

Prior to working with the Germans, we worked with xxx. We were stuck with this
company and had already prepared and submitted an application, but they didn’t
complete their part and we lost a whole year. With the Germans we were lucky.
They were quite good partners.

The companies we interviewed faced challenges in the day-to-day management of
administrative issues. For example, our interviewees mentioned difficulties connected
to the rigid visa regimes between Russia and the EU. Others struggled with burden-
some bureaucracy; visits of both incoming German partners and their own staff to
Germany are also very difficult:

The only thing that hurts us are the difficulties around the visa. If there was a visa-
free regime, it would be much better. But Skype saves us!

Moreover, importing high-tech equipment is very complex due to bureaucratic
customs rules:

As manufacturers of medical equipment, we were surprised that medical equip-
ment can be imported free of duty. For accessories to medical equipment, we
have to pay duty. This is a big problem for production. We have to import some
components, which unfortunately cannot be produced in Russia. This is fairly
difficult to understand. We can import the whole device free of duty but not
individual parts.
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Despite the challenges of long-distance collaboration, all managers were enthusiastic
about their experiences:

We work together well — despite the difficult long-distance collaboration. Russia
and Germany have different cultures. Both sides struggle to apply their research
results to the development of devices. Of course, remote work imposes restric-
tions. For us, the experience was definitely rewarding. But for the development of
our company this collaboration was everything!

Finally, we questioned how the born-globals actually manage to maintain their
competitive advantage. When asked about their experiences with the partnership, all
our interviewees were very positive. One representative stated:

I would like more partnerships, because honestly, there are technologies which are
not available in Russia. Working with European partners is great. One of our
members recently got the opportunity to complete his PhD at a university in Europe.

Most companies searched for more applied knowledge. However, two partnering
start-ups both had strengths in basic research. As both the Russian and German partners
struggled, the company was expanded and now includes staff from US universities to
try to bridge the gap between basic and applied research:

At university X, they definitely have the motivation to engage in applied research!
We will continue to develop together.

Besides, this cooperation was triggered by personal connection. The US staff came
from a research group led by a Russian who was a classmate of one of the Russian
Partners. This made the collaboration much easier.

Furthermore, the manager mentioned a shortage of skilled technical and engineering
personnel. Russian companies struggle with the design of innovative products or
services due to a lack of experience:

Any sophisticated high-tech innovation project requires the participation of
people from various professions (doctors, chemists, ecologists, physicists, etc.)
The recruitment of the necessary talent has become a real problem.

These difficulties are also found in other companies. Here again, the international
networks that born-globals maintain payoff as scientists who cannot be found in Russia
are invited through their partners.

Discussion
Collaboration between actors in the Russian national innovation system is a well-established
practice and has yielded considerable success. Interestingly, to this day, most studies on

Russia focus on the pure internationalization strategies pursued by a single company. This is
even more surprising as there is a long-standing literature pointing out the importance of
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networks to overcome local difficulties. We started with a quantitative analysis showing that
very few SME:s collaborate for knowledge creation with organizations outside Russia (less
than 1 % of all SMEs in manufacturing and ICT). Even fewer actually collaborate with non-
Russian research and technology organizations or university spin-offs (estimated at 0.04 %
of all SMEs in manufacturing and ICT). Those who do, however, face higher costs but in
turn succeed in introducing new products or processes to Russia and are among the most
financially successful ventures in the country. Through collaboration, Russian entrepreneurs
have found complementary inputs to their knowledge generation processes, which result in
the creation of a valuable asset. This connection between openness to collaboration and
financial success warrants further investigation. It seems that due to the networks they
established before the venture was created, the entrepreneurs were able to develop high
quality assets capable of withstanding the competition.

In some cases, the Russian partners provide basic science, while in other cases, they
contributed applied knowledge. Sometimes, the German partners used their advanced applied
knowledge to turn Russian basic research results into devices ready for the global market.
The benefits of collaboration as an internationalization strategy allow Russian partners to
overcome a wide array of local problems. First, due to the technology gap that has existed
since the end of the Soviet Union, learning opportunities on ground-breaking technologies
are much sought after. Access to technological equipment covers scientific development,
testing procedures or product design and supply-chain management. We also showed though
that learning goes far beyond technological aspects to include access to new markets or
protection of intellectual property. Besides the very valuable technology-specific learning, the
born-globals also gained access to market-specific knowledge. Most born-globals quickly
learned how to sell their product in other countries. This allowed them to overcome the
shortcomings of the Russian market. As seen in the case of one company described above,
they are unable to sell their product in Russia due to the very strict—and often overly
bureaucratic—regulatory regime. Other obstacles for entrepreneurs in Russia often men-
tioned in previous research include complex customs regulations and the limited availability
of risk capital. Access to networks also drives the firms’ continuous development. Staying
ahead of their game means that most born-globals must look for more international partners
to increase their knowledge base. Business skills like marketing or sales experiences are of
inferior importance. Instead, the teams search for cognitive proximity.

While the number of born-globals in Russia is very small, they do play a vital role in
the Russian national innovation system. Whereas most Russian companies import
finished high-tech goods to reduce the technology gap with western nations, born-
globals—through their partners—get exposure to a whole range of new ways of
thinking. Such learning opportunities associated with entrepreneurial activities have
already been identified as a cause of economic growth (Cumming et al. 2014). Unlike
many of their peers, they become aware of new business opportunities, of how business
is done elsewhere, and they bring these insights back to Russia. Our sample of German-
Russian born-globals stressed the importance of personal connections and international
networks with the Russian diasporas. These networks emerged out of prior working
relations and subsequently led to the founding of the ventures. Many top qualified
scientists left Russia in different periods throughout recent history and were welcomed
at top western universities. Nevertheless, many of them maintained close contact with
their peers in Russia. Our paper stresses the importance of well-connected diasporas for
knowledge generation and transfer: a subject which warrants further attention.
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Conclusion

This paper examined the international collaboration activities of Russian SMEs as an
internationalization strategy. Contrary to often made claims, none of the companies we
studied started with a locally produced asset. Instead, their very existence is owed to
international collaboration, which enabled the asset to be created. Through collabora-
tion with other institutions, the Russian partners not only accessed new knowledge but
also opened access to novel markets. All these difficulties were successfully
circumvented through collaboration with their German partners. Beyond that, partner
institutions pave the way to a whole new network accessible to the Russian partners
including distributors, potential client organizations, as well as funding institutions and
the wider innovation ecosystem.

We demonstrated the importance of collaboration for Russian SMEs as an interna-
tionalization strategy. Although collaboration as a strategy in innovation management is
actively discussed (see for example the debate on open innovation), collaboration as an
internationalization strategy has received somewhat less attention. Here, more insights
from other emerging markets could be helpful.

In addition, further research should translate the findings on collaboration into policy
advice in both more developed and emerging economies. For policymakers, the born-
global strategy should be understood as a very valuable source of knowledge transfer.
These internationally active teams are creating state-of-the-art technologies which
potentially have immense value for economic development. For emerging markets in
particular, the knowledge and the technologies to which these entreprencurs get
exposure provide very valuable lessons—a vital prerequisite to commercialize their
own products on global markets. These born-globals should become better connected
with existing value chains to assure a more effective distribution of knowledge and
higher levels of integration with other companies. Finally, our study focused on born-
globals from Russia partnering with Germany. It would be fruitful to study such efforts
with other countries that have a strong Russian diaspora, such as Israel and the USA. It
would be interesting to see the extent to which ‘soft’ factors like cultural proximity play
a role in born-globals’ success.
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