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INNOVATIVE REGIONAL DEVELOPMENT: 
APPROACHES TO POLICY DESIGN

Constitutionally, Russia is a federal state. This
means that the federation and its subjects have equal
rights within matters of their authority. Federal sub�
jects are endowed with greater autonomy with regard
to solving problems of their socioeconomic develop�
ment. One of the key attributes of a federal state is the
economic self�sufficiency of its subjects [6]. However,
the condition of economic self�sufficiency is currently
not fully satisfied in Russia. This is because federal
subjects significantly differ in their economic, natural�
resource, and scientific�technological potential, as
well in socioeconomic development level. Further�
more, their development pathways largely depend on
specific geographical, climatic, natural, historical,
and national features. To date, only a few federal sub�
jects act as the financial donors [2]. At the same time,
the welfare and often the very survival of other regions
depend to a large extent on subsidies from the federal
budget. Academician D.S. L’vov has rightly argued
that one of the weakest points of federalism consists in
its economic dimension and economic conditions.
This argument is still relevant today1.

1 Presentation by D.S. L’vov at the First All�Russia Scientific and
Practical Conference “Problems and Prospects of Development
of Federalism in Russia” (Moscow, 1998).

Russia’s unique territorial diversity requires the
development of common principles that determine
the design of innovative regional development policies
in line with a common national innovative develop�
ment strategy. It also necessitates the elaboration of
specific programs and strategies that would take into
account specific territorial features. State innovative
regional development policy can be defined as a
coherent system of goals and objectives formulated by
federal, regional, and local authorities in order to reg�
ulate regionally oriented innovation activity and to
define the related principles and mechanisms of
implementation.

A comprehensive solution to problems of socioeco�
nomic development should rely on the innovative
development policy elaborated based on modern sci�
entific and technological achievements. The latter
condition is necessary even for regions with low scien�
tific, technological, and innovation potential. The
design and implementation of an innovative develop�
ment policy for a particular region should take into
account the specific features and competitive advan�
tages of this region [4]. It is necessary to coordinate the
implementation of federal and local innovation poli�
cies at the regional level and to support interregional
cooperation. At the same time, any innovation activity
in and of itself gravitates toward decentralized man�
agement.
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The high economic profitability and social impor�
tance of innovative activity ensure balance and strate�
gic coincidence of interests of federal, regional, and
local authorities responsible for solving national and
regional socioeconomic problems, as well as for driv�
ing the development of territories and improving the
quality of life among the population.

An integrated approach to the design and imple�
mentation of innovative development policy, aside
from the achievement of the strategic objective of
improving the quality of life among the population,
also makes it possible to solve the following:

• stimulating innovative processes in areas that cur�
rently lack the required innovation capacity or natural
resources;

• mitigating environmental risks;
• improving regional payment balances thanks to

higher profitability of both foreign and domestic
(interregional) exports of knowledge�intensive
(including scientific and technological) products and
services;

• supporting the development of new industries in
both traditional (construction, agriculture, transport,
services2, etc.) and hi�tech sectors to increase peoples
incomes and boost local budget allotments;

• creating favorable conditions for innovative pri�
vate, small, and medium businesses.

The regional innovation system consisting of local
innovation systems represents the institutional frame�
work for implementation of innovative development
policy. The structure of the regional innovation system
is largely similar to the national innovation system.
Such similarity ensures their compatibility. The sole
difference between national and regional systems is
the relationship between their respective subsystems.

Many regions of Russia have already established
some modern basic infrastructure for science, tech�
nology, and innovation in addition to the already exist�
ing scientific, education, and industrial innovation
institutions. Thus, conditions have already been put in
place to support the development of regional innova�
tion systems that take into account both the existing
innovation capacity and the historical, cultural, and
national background of specific regions3.

TERRITORIAL STRUCTURE 
OF THE NATIONAL INNOVATION SYSTEM

Russia’s regions can be divided into three groups in
terms of their importance for socioeconomic develop�
ment priorities:

• territories oriented towards pursuing strategic
tasks and supporting national security; 

2 For example, one new job in a knowledge�intensive industry
being accompanied by five to six new jobs in the services
industry.

3 V.V. Ivanov. Development of National Innovation Systems: Theory
and Practice. (Moscow: Abelia, 2004).

• territories oriented towards fulfilling research,
scientific�technological, and industrial objectives;

• administrative entities pursuing the objectives of
their own development and operation.

By level of innovation potential, territories can be
classified as follows:

• territories, innovation potential of which supplies
their unsubsidized development;

• territories, which require a resource support for
the development of their scientific and industrial
potential in order to shift to the unsubsidized develop�
ment;

• territories with the high scientific and technolog�
ical potential, which due to the specifics of their main
activity cannot develop without subsidies from public
budgets at different levels;

• territories lacking their own innovation potential.
In some cases, it is necessary to impart territories

with a special status. For example, some regions host
hazardous facilities that require increased attention to
their reliable operation. Thus, the special status
assigned to such territories can be dictated by consid�
erations of national security. Territories with a special
status can be established with the following purposes:

• to eliminate the effects of major natural and man�
made disasters;

• to solve the problems of depressed areas;
• to support the vital activity of territories that due

to their specific geographical location require the sta�
tus of a free economic zone;

• to protect nature reserve areas;
• to support the national defense system; 
• to create conditions for the development of new

research, innovation, and industrial centers.
Depending on their size and specific activity,

municipal units can be classified as follows:
• big cities and agglomerations, which act as

administrative and financial centers with a high con�
centration of research organizations, higher education
institutions, and hi�tech productions;

• science cities with city�forming scientific, indus�
trial, and education complexes;

• individual territories with highly concentrated
scientific, technological, and education potential and
without the status of municipality, academic towns;

• technological parks with city�forming industrial
enterprises turning out competitive hi�tech products;

• territories focused on agricultural production;
• specialized innovative development areas: special

economic zones, scientific parks, the innovation city
of Skolkovo, Russky Island, etc.;

• municipal units, which host important historical
and cultural landmarks, and museums, which should
be preserved for future generations as the important
parts of the Russian and global heritage; cultural and
recreational areas;
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• territories with low scientific, technological, and
education potential.

Only an insignificant share of small and medium�
sized cities (approximately 100–150) can be catego�
rized as territories with highly concentrated scientific
and education potential. This includes science cit�
ies—closed administrative entities hosting large hi�
tech enterprises; industrial cities with populations of
up to 100000 people, academic towns, and other areas
developed due to the creation of high technologies and
products.

Quality of life is inextricably linked to the level of
territorial development, because the living environ�
ment evolves within the territories. Such areas are
hereinafter called local territories. The spatial structure
of the national innovation system (NIS) can be
represented as nodes—local innovation systems
(LISs) of different types—connected by transport,
information, resource, financial, and other types of
communication forming the integrated communica�
tion environment.

CONCEPT OF INNOVATIVE DEVELOPMENT 
OF TERRITORIES 

A territory of innovative development (TID)4 is
understood as a territory located within one or several
municipal units and oriented towards the development
of a friendly living environment and a better quality of
life by creating and/or selling competitive hi�tech
products and offering services in demand by business
and private consumers. A TID can evolve within one
or several municipal units. 

The above objective can be achieved with maxi�
mum success subject to satisfaction of the following
conditions:

• the territory has a sufficient initial scientific and
production potential;

• the territory has a number of real competitive
advantages; 

• there are large market outlets of products of the
economic complex of the territory; 

• the territory has sufficient sources of funding.
TID attributes can be defined by the following con�

siderations. Any territory serves as the living environ�
ment. The attractiveness of this environment is deter�
mined by the quality of life provided in the territory.
Therefore, the development indicators should prima�
rily refer to the quality of life as well as to the existing
conditions for its improvement. In this case, the basic
system of indicators includes the following:

• the aggregate indicator of the standard of living;
• the level of employment and income;
• the dynamics of the number of high�paying jobs;

4 V.V. Ivanov. The spatial approach to the development of the
national innovation system, Innovations, 2010, vol. 5;
V.V. Ivanov and N.T. Koldaeva, Russian innovation system: ter�
ritorial approach, Innovations, 2000, vols. 9⎯10.

• the dynamics of tax revenues of the territorial
budget;

• the population size and its dynamics;
• the life expectancy and its dynamics.
Basic methodological provisions of the TID con�

cept can be summarized as follows:
1. The development of the territory should rely on

maximized use of existing competitive advantages and
the creation of new ones.

2. The development strategy formulated for each
territory is implemented in line with an individual sce�
nario within the overall state policy and regulatory
framework. If necessary, special legislative acts can be
adopted to establish special conditions determining
the existence of a given TID.

3. The TID is based on a set of scientific, produc�
tion, and service clusters generating competitive prod�
ucts and services in demand on domestic and/or for�
eign markets.

4. The strategy and the development program of the
TID are formulated in view of key technological
trends, oriented toward the use of the opportunities
offered by the technological wave of the future.

5. It is necessary to take into account market
requirements and the real effective demand of popula�
tion.

6. It is important to develop the local infrastruc�
ture, first of all, finance, transport, telecommunica�
tions, and social infrastructure, as well as housing and
public utilities.

7. The economic mechanisms that determine the
development of a TID should effectively combine state
regulation and market mechanisms.

8. It is important to ensure the balance of interests
between the country, the region hosting the TID, and
the municipality itself.

The structural basis of an TID is formed by clusters
[3]. Several sector clusters (scientific, technological,
industrial, and service, etc.) focused on specific mar�
ket segments can be created within a TID depending
on its territorial economic structure (see figure). For
example, the scientific and technological cluster can
include research institutions involved in the creation
of new technology, enterprises making hi�tech prod�
ucts, and infrastructure facilities designed to support
innovation.

The innovation infrastructure cluster supports the
development of innovation processes within a TID.
The objective of this cluster is to identify and commer�
cialize promising scientific results and technologies
and to support small innovative enterprises. Specifi�
cally, this activity involves the selection, examination,
registration, and support of innovative projects; adver�
tising; dissemination of results; protection of intellec�
tual property; search for investment; provision of pro�
duction facilities, equipment, and means of commu�
nication; project expertise; marketing; consulting;
promotion of innovative results on domestic and for�
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eign markets; as well as the design and practical appli�
cation of organizational and economic mechanisms of
state support for the creation of independent small�
sized technological companies engaged in the com�
mercialization of scientific and technological results,
technology project support, technological monitor�
ing, etc.

It is important to put the scientific and education
environment in place in order to ensure the adequate
level of education and culture on a TID. For instance,
the local scientific and education system can be cre�
ated on the basis of a university. In this case, the teach�
ing activity of the university is channelled to support
staff training, and its scientific complex implements
research and development for further market develop�
ment.

Several possibilities to establish a university in a
TID exist:

Developing a university from scratch. This strategy
can be implemented within five to seven years and at a
high cost. However, it makes it possible to thoroughly
elaborate the mission and vision of the university, to
build the necessary training and support buildings,
perform licensing, enroll students, accomplish certifi�
cation and accreditation procedures (three to four
years after the start of teaching), and launch postgrad�
uate and doctoral programs (as a prerequisite to
obtaining the status of a university). Yet this scheme is
very time�consuming and costly. It is unlikely that
business circles will make important investments at
least at the initial stage.

Use of a local university or one of its branches. In this
case, the territory is exposed to a certain education
structure with its specific values and traditions. Impor�
tantly, the interests of the university and the territory
should objectively coincide. Otherwise, there is a
chance of a serious conflict of interest due to the rejec�
tion of externally created teams. This strategy is suita�
ble in the case of limited financial resources.

An integral part of the local scientific and educa�
tion complex is a public school subsystem, which pro�
vides continuing education within a given TID and
stimulates children to acquire knowledge more
actively. Furthermore, in the territory it should be the
children of foreign experts should also have access to
education, which can significantly increase the attrac�
tiveness of the territory.

To increase the attractiveness and, hence, the com�
petitiveness of a territory, it is necessary to establish an
advanced vital infrastructure, including health facili�
ties, retail and consumer services, sports facilities, and
recreation centers. Such activities can be the basis of
service clusters.

The development of innovative territories is a com�
plex and lengthy process, which requires the imple�
mentation of state and local policies promoting inno�
vative territorial development. The authorities partici�
pate in the development of a TID by providing both
direct and indirect financial support and by promoting
the infrastructural development of a given territory. It
is necessary to differentiate powers and identify the
areas of joint jurisdiction for the federal and regional
authorities at an early stage.

State support to a TID involves a set of activities
contributing to the development of a specific territory
at the federal and regional level. Today, such state sup�
port can involve direct financing of investment
projects by using budgets of different levels. It can also
involve creating framework conditions for the effective
operation of a TID. In this respect, relevant measures
include the development and legislative support of the
existing financial and institutional mechanisms stimu�
lating the creation of clusters, as well as the design of
measures aimed at improving the investment attrac�
tiveness of a TID. The choice of specific innovative
mechanisms to support local development and the
selection of relevant public support measures are pri�
marily defined by specific features of the local eco�
nomic system.
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Key provisions of the state policy supporting a TID
should reflect the following:

• the goal, objectives, and principles of the state
policy;

• state support conditions, including mandatory
requirements on innovative territorial development
programs and their specific measures;

• basic sources and volumes of funding with indica�
tion of the approximate volumes of direct state sup�
port;

• key methods of indirect state support including
tax benefits or reinvestment of tax revenue, preferen�
tial loans, and state guarantees for investors;

• other measures including infrastructure develop�
ment, state orders for R&D, and the development and
upgrading of industrial facilities.

One of the key problems of municipal development
is financial limitations. Only a few settlements are able
to develop without any subsidies. In this context, busi�
ness has a greater role to play in the development of a
particular territory. Furthermore, public–private part�
nerships have special importance for local develop�
ment.

State regional development programs represent a
common tool of direct public financial support. Typi�
cally, these programs are aimed at the transformation
(not necessarily based on active innovation) of eco�
nomically depressed regions. Furthermore, parts of
such programs dedicated to promoting the develop�
ment of specific innovative territories are important
for political decision�making at the state level. Local
authorities are involved in the financing of such pro�
grams to the extent possible depending on the state of
the regional economy.

Various R&D funding public programs aimed at
upgrading the technological state of local industry and
boosting scientific and education potential are another
important mechanism of direct public financial sup�
port for a TID. 

Stimulation of investment inflow is one of the indi�
rect financial support mechanisms. Banks and special
funds are supported by the state (in some cases
through partial state guarantee) to offer long�term
loans at low interest rates to companies or individual
entrepreneurs that launch or expand their activities in
a TID. Local authorities also contribute to increasing
concessional financial resources. However, such pos�
sibilities are severely limited in depressed regions for
which the creation of a TID is especially urgent.

The effectiveness of local innovative development
is subject to interaction between all levels of govern�
ment, business, and society, which is particularly
important at the stage of identifying competitive
advantages of a territory, formulating innovative devel�
opment priorities, and elaborating related strategies
and implementation programs. For this purpose,
independent expert consultants are often engaged for

objective assessment of existing problems and to facil�
itate the search for mutually acceptable solutions.

LOCAL INNOVATION SYSTEMS: 
ORDER OF FORMATION

The objective of local innovative development is to
ensure sustainable growth of the quality of life among
the population in order to achieve the best national
indices in the mid term and Human Development
Index values achieved in developed countries, in the
long term.

The development of a local information system
(LIS) starts with forecasting and analysis focused on
identifying competitive advantages, problem areas,
and quantitative indicators that characterize the
industrial and social state of the LIS. In this respect,
one of the common methodological tools is SWOT
analysis5, which can be performed at two levels: the
municipal level and the level of individual companies
or organizations operating in a municipal unit.

The framework conditions that exist in the territory
for business activities is assessed at the following levels:
general policy, legal and regulatory framework, quality
of life, support of development of economic activity,
key elements of basic infrastructure (transport, tele�
communications, utilities, and the environment),
industrial and scientific infrastructure, and resource
supply.

The results of forecasting form the basis for local
innovative development strategies and related imple�
mentation programs. Next, orders for resulting prod�
ucts and services are formed, and the sources of
resource supply are identified. In this context, special
attention should be paid to the creation of new high�
paying jobs.

Thus, an LIS focused on improving the quality of
life and supporting the local innovation production
chain from the request for innovative products to its
implementation can be created in a given territory.

TERRITORIES WITH LOW SCIENTIFIC 
AND TECHNOLOGICAL POTENTIAL

The overwhelming majority of Russian municipal�
ities have no immediate innovation potential and,
therefore, remain excluded from innovation pro�
cesses, particularly because neither the existing legis�
lation nor the applied business practices embed any
mechanisms that would encourage municipal author�
ities to use the available opportunities for innovative
development. This situation leads to a higher socio�
economic differentiation of territories and compli�
cates the problem of increasing the quality of life, etc.

5 Ya.N. Dranev developed a comprehensive SWOT methodology
to analyze municipalities under the EU TACIS project “Innova�
tive Centers and Science Cities” implemented in the period of
1998–2001.
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In turn, this leads to increasing population outflow to
megacities, especially young people. The population
decrease in the peripheral areas of Russia represents a
real threat to the country’s integrity.

Solving this problem most likely requires specific
mechanisms for innovative development of local terri�
tories with low scientific, technological, and educa�
tion potential. The emphasis on hi�tech development
for such territories will unlikely result in positive out�
comes. However, the lack of scientific and technolog�
ical potential does not necessarily limit the innovative
development of such territories. This quasi�paradox
can be explained as follows. Innovation policy design
is primarily viewed in domestic practice from the per�
spective of technological modernization. Yet such
technological upgrading is only possible if necessary
conditions are in place in a given territory. If this is not
the case, it is first necessary to take measures to create
such conditions. For this purpose, the state of the local
territory should be assessed by using SWOT analysis
(Table 1). The achieved results, combined with the
outcomes of socially focused scientific and technolog�
ical forecasting, will provide a basis for the formation
of priorities and innovation�based development pro�
grams.

As in other cases, we proceed from the fact that the
basic function of a local territory is to provide a com�
fortable living environment and to improve quality of
life. Note that quality of life depends directly on the
personal wellbeing of the population, which currently
pays directly or indirectly for the biggest part of educa�
tion, culture, health, and housing, etc. Therefore, the
key objective is to create new high�paying jobs, which,
on the one hand, requires the deployment of new
manufacturing and/or services, and an appropriate
level of competence among employees, on the other.
When it comes to TIDs with initially low scientific and
technological potential, it is necessary at the initial
stage to focus on tapping into the opportunities offered
by the low and medium technology sectors, such as
residential housing and road construction. This makes
it possible to solve social problems, develop modern
transport communications, and most importantly,

create sustainable jobs. In the long term, this strategy
will help increase the investment and social attractive�
ness of a territory and thus prepare it for full�fledged
innovative development.

Furthermore, it is clear that a territory cannot fol�
low an innovative development pathway by relying on
its internal resources alone. Therefore, it is necessary
to provide access to foreign markets based on a terri�
tory’s competitive advantages, which can help attract
additional, primarily investment, resources.

The economic basis of a TID with low research
potential is municipal property, local finance, and
state�owned property administered by local authori�
ties, as well as other property that serves the needs of
the local population and resources allocated for spe�
cific projects.

In line with the TID concept, the structure of a
TID with low scientific and technological potential
can be represented as two sectors:

The industrial sector supports production and serv�
ices. (One of the two structural elements may be unde�
veloped or absent). This sector generates new high�
paying jobs. The efficiency of the industrial sector
determines the development rate of a territory;

The infrastructure sector supports vital activity in
the territory and comprises the entities and services
responsible for the health care system, primary and
secondary education, housing and public utilities,
local transport, and other services. 

The industrial sector generates the production out�
put for domestic and external (in relation to the terri�
tory) markets and provides services to the population,
such as residential housing, which requires the
involvement of a broad range of specialists with vary�
ing qualifications in different fields. At the initial
stage, job creation helps solve the problem of popula�
tion outflow. However, this measure has only a tempo�
rary effect unless other problems are properly
addressed, particularly those related to the develop�
ment of a local education system focused on satisfying
local needs.

One possible solution to this problem is the crea�
tion of a regional training system aimed both at raising

Table 1. SWOT analysis for a territory with low scientific and technological potential

Strengths Weaknesses

Availability of free territories Lack of financial resources 

Absence of environmental problems Lack of qualified management staff

Inexpensive workforce Lack of qualified workforce

Opportunities Threats

Solution of social problems thanks to the following: Population’s outflow to large cities
End of settlement’s existence

⎯development of low�tech sectors (construction)

⎯development of advanced education system

⎯commercial use of free land resources
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the overall education level of the population and train�
ing of specialists that can effectively solve territorial
development problems. Currently, this approach is
being tested with technologically advanced territories
[5]. Other approaches should be developed for TIDs
with low scientific and technological potential.

The core of this education system can be provided
by universities of distributed type focused on regional
development. Such universities consist of faculties and
departments (central part) and territorial structures
(branches), which act as separate structural subdivi�
sions of different levels (institutions, colleges, and
basic chairs) located in different municipal units of a
given federal subject. The mandatory set of study dis�
ciplines include medicine, pedagogy, construction,
transport, services, state and municipal management,
finances and banking, and jurisprudence. Other disci�
plines can be introduced based on the specific needs of
a region.

The establishment of territorial university struc�
tures is the first practical step in shifting to an innova�
tive development pathway of a territory given that the
presence of an advanced cultural and education center
in the local territory can help attract investment to
capital construction, purchase of equipment, and job
creation, as well as raise the attractiveness of the terri�
tory in a whole.

The competitiveness of universities is propelled by
a wide range of disciplines, flexible forms of study,
guaranteed employment opportunities after gradua�
tion, and the possibilities of advanced training and re�
education. In parallel, students can significantly
reduce their transportation costs and living expenses
during the period of study.

In elaborating measures to support the innovative
development of territories with low scientific and
technological potential, special attention should be
paid to the creation of transport infrastructure and its
links to the regional and federal transportation net�
works. This is crucial, since many such territories are
remote areas deprived of modern transport infrastruc�
ture, which is a prerequisite for development.

The decisive role in improving standards of living of
the population plays the system of life support of a
municipal unit, particularly responsible for maintain�
ing and improving the state of social services and hous�
ing and public utilities. The development of social
infrastructure (kindergartens, schools, hospitals, etc.)
requires the engagement of private companies, which
makes the territory more attractive to business.

Let us dwell on the issue of financial support to
innovation processes in a TID with low scientific and
technological potential. The vast majority of munici�
pal units lack their own funds to be allocated for inno�
vative development. The federal government and a
federal subject can provide only some limited assis�
tance. In this context, another source of financial sup�
port can be provided by private–municipal local inno�

vative development funds fed by deductions from the
business activity of commercial organizations. These
funds should be used for the creation of new jobs and
high�profit commercial entities. Matters related to the
establishment of such funds require a special study and
should be properly reflected in the regulatory frame�
work. In turn, the budget of a TID with low scientific
and technological potential should be used to support
continuous operation of the vital infrastructure.

Land is an important resource administered by
municipal governments. Therefore, land must be con�
sidered a factor in the development of entrepreneur�
ship. Mechanisms stimulating innovative entrepre�
neurship and ensuring a balance of interests between
municipalities, business, and society should be devel�
oped along with private–municipal enterprises. In this
context, land serves as a municipality’s contribution to
business development.

IMPLEMENTATION OF THE INNOVATIVE 
TERRITORIAL DEVELOPMENT CONCEPT:

A CASE STUDY

Tomsk oblast is the first region that has imple�
mented the TID concept. The local program of inno�
vative development was elaborated at the initiative of
the regional administration jointly with the Russian
Academy of Sciences and with the support of the Rus�
sian Government in the period of 1998–2008. The
main objective of the regional innovation strategy was
to ensure the sustainable economic development of
Tomsk oblast on the basis of its scientific and techno�
logical potential. The key results of the program are as
follows:

• a single regional regulatory framework was estab�
lished in order to regulate local scientific and techno�
logical, education, investment, and innovation
activity;

• the technical and material base of scientific and
education organizations is used more efficiently, and
centers for collective use of unique valuable equip�
ment were created;

• a dedicated program was elaborated to support
the development of the Closed Administrative Unit
Seversk as a science city;

• mechanisms of innovative development were
tested, which resulted in more than a fourfold increase
in funding for scientific and education activity and a
threefold increase in hi�tech production output;

• new mechanisms were tested to support the inte�
gration of science and education and collaboration
between higher education institutions and scientific
research organizations, on the one hand, and public
authorities and economic agents, on the other; mech�
anisms were tested that focused on the establishment
of the regional and interdepartmental infrastructure,
contributing to the achievement of education, scien�
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tific and technological, and innovation objectives,
which are common to various regions.

The development of the regional innovation system
was completed by 2008. New approaches to solving
problems of local innovative development were vali�
dated during the implementation of the program.
These methods were later applied in other federal sub�
jects.

MEGACITIES AS ELEMENTS OF THE SPATIAL 
STRUCTURE OF THE NATIONAL 

INNOVATION SYSTEM

The urbanization and formation of megacities and
urban agglomerations (settlements with a population
size of more than 10 mln people) is a global trend. In
the context of globalization, megacities play an impor�
tant role as key financial and economic structures, and
scientific, education, and cultural centers6. Knowl�
edge potential is the major development resource and
a competitive advantage of megacities (Table 2). In
parallel, industrial production in metropolitan areas
has been steadily declining, which determines their
rapid transition to a postindustrial economy. Essen�
tially, modern megacities form the spatial structure of
the postindustrial economy. The related development
mechanisms should be investigated.

6 Note the trend toward relocating scientific and education cent�
ers outside megacities.

The increasing population density in megacities
requires new approaches to life safety and, hence, to
new technologies as one of the factors of sustainable
development.

The concept of a global city has become quite com�
mon. The city acts as a force driving national and
regional socioeconomic growth. It represents an
important element of the global economic system and
has a significant impact on large regions of the planet.
Nearly one�third of Russia’s population lives in the 13
largest cities with populations of more than 1 mln peo�
ple. At present, plans to develop agglomerations based
on the association of large regional centers and their
satellites are being discussed. For example, it is
expected to consolidate Vladivostok, Nahodka, and
Ussuriisk in the Far East. Irkutsk, Angarsk, and Shele�
khov will become part of one megacity in Siberia. Fur�
thermore, it is foreseen to create the Greater Sochi
resort agglomeration in the Southern Federal District.
Another project in this district is the Greater Rostov
urban agglomeration comprising Rostov�on�Don,
Novocherkassk, Taganrog, Aksai, Bataisk, and Azov.
In the Urals, Tyumen will become a million�plus city
by 2020. Thus, about 20 cities and agglomerations
accounting for up to 40% of the country’s population
will emerge in Russia by 2020.

According to Article 65 of the Constitution of the
Russian Federation, the cities of Moscow and St.
Petersburg are federal subjects. Other big cities are
capitals of federal subjects and act as administrative

Table 2. Aggregated SWOT�analysis for a megacity

Strengths Weaknesses

Administrative resource Absence of legislation supporting development of megacities

Highly concentrated research and education potential Lack of own energy and food resources

Relatively high standards of living among population Limited territory

High level of education among population High population density

Presence of large financial institutions High concentration of hazardous technological facilities

Presence of global heritage objects High environmental load

Investment attractiveness Underdeveloped transport network

Advanced trade and services system Lack of intrinsic labor resources

Social welfare support Population stratification by income and social welfare

Availability of high�paying jobs High cost of land, residential, and commercial housing

Advanced IT penetration

Threats Possible implications in case of inaction

Environmental degradation Decline in economic growth

Rise in criminality Declining primary indicators of safety and security

Transport problems Decline in quality of life due to environmental degradation

Rising probability of technological accidents Growing number of social and national conflicts

Uncontrolled population increase due to immigration

Source: [1].
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and political centers of federal districts7. Moscow and
St. Petersburg account for 20 and 4% of the country’s
total GRP, respectively. Russia’s research and educa�
tion potential is concentrated in megacities. The big�
gest research centers of the Russian Academy of Sci�
ences are based in Moscow, St. Petersburg, Yekaterin�
burg, Novosibirsk, and Vladivostok. Furthermore, the
majority of top Russian universities and state scientific
centers are located in these big cities. The develop�
ment of Moscow and St. Petersburg follows the
postindustrial economy path given their highly con�
centrated scientific and education potential and the
availability of knowledge�based industries in these cit�
ies, as well as a high share of services in their GRP
structure (84 and 63%, respectively).

The development of megacities is of particular
importance for Russia. Their success is one of the key
factors in the transition to an innovation economy,
which has a direct impact on improved competitive�
ness of the Russian economy. The development vector
of a megacity is defined by its specific features, which
include not only a highly concentrated population and
a relatively high quality of life, but also limited terri�
tory, lack of intrinsic natural resources, and high envi�
ronmental load.

Megacities are territorial structures that serve as a
prototype for the postindustrial economy. The devel�
opment trends of such cities form new working condi�
tions for city authorities. The latter are supposed to
pursue increasingly complex socially oriented innova�
tion policies in order to ensure the development of a
city as a postindustrial economic center. Modern
innovation policy for a megacity should combine
innovation support and the preservation of its social
fabric by means of effective interaction between soci�
ety, business, and federal, regional, and municipal
authorities.

TERRITORIES WITH HIGHLY 
CONCENTRATED SCIENTIFIC, 

TECHNOLOGICAL, 
AND EDUCATION POTENTIAL

In accordance with the structure and directions of
research and development and types of products man�
ufactured, territories with highly concentrated scien�
tific and technological potential can be divided into
monoprofile areas, where scientific and/or industrial
enterprises are engaged in R&D and/or production in
one field only, and comprehensive areas. The practice
whereby research and production facilities were cre�
ated in small cities in order to perform advanced
research solve major scientific and technological

7 Note that megacities do not necessarily serve as national politi�
cal centers. For example, in some countries, capitals are relo�
cated to small cities with a special status (e.g., Washington, DC,
in the United States and Astana in Kazakhstan).

problems and organize the manufacture of hi�tech
products, was already tested in the Soviet Union.

In the post�Soviet period, the first attempts to sup�
port the innovative development of territories with
highly concentrated scientific and technological
potential were made with regard to science cities—
municipal units, the city�forming system of which
included scientific organizations8. It was particularly
necessary to address the problems facing these territo�
ries because of a sharp decline in funding allocated for
R&D, including military research, in the early 1990s.
Thus, the research organizations and territories con�
cerned lost their main source of financing, primarily,
public funding. The science cities were on the brink of
survival.

The developmental ideology of science cities is
based on the use of their scientific, technological, and
education potential as a competitive advantage, ensur�
ing the development of the municipal unit and
improving the living standard of the population. The
state policy, legal, and regulatory framework for the
development of science cities9 was elaborated in the
period of 1996–2001. The target program method was
selected as the main mechanism to implement this
policy10.

The Presidential Decree of November 7, 1997,
“On measures to Develop Science Cities as Cities of
Science and High Technology” codified the term “sci�
ence city” and defined the measures of state support to
ensure the development of innovative processes in
them. This was virtually the first state document to
declare the policy of an economic shift to the innova�
tive development path and provided the basis for the
Russian innovation system. The federal law on the sci�
ence city status and the Russian Government’s imple�
mentation decree 11 legally regulated science city sta�
tus, defined the criteria and procedures of acquiring
this status, and established the procedures for state
support of such territories, etc. The involvement of
authorities at various levels in implementing the devel�
opment program of a science city was regulated by an
agreement between the Russian Federation Govern�
ment, the government of a federal subject, and munic�
ipal authorities. Thus, the mechanism enabling inter�
action between authorities at various levels was imple�
mented for the first time in Russia in line with federal
state principles.

8 V.V. Ivanov and V.I. Matriko, Science Cities in Russia: Methodol�
ogy and Practice. (Moscow: Skanrus, 2001).

9 Federal Law No 70�FZ of April 07, 1999, “On Science City Sta�
tus in the Russian Federation.” 

10 V.V. Ivanov, National Innovation Systems: Theory and Practice
of Formation.

11 Decree of the Government of the Russian Federation No. 1072
of September 22, 1999, “On the Adoption of Criteria Endowing
Municipalities with Science City Status and Procedures of
Reviewing Proposals to Assign Science City Status to Munici�
palities and Termination of Such Status.”
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Obninsk in Kaluga oblast became Russia’s first sci�

ence city12. At present, 14 other cities have science
city status: Korolev, Dubna, Reutov, Fryazino, Push�
chino, Troitsk, Zhukovskii, Chernogolovka (Moscow
oblast), Kol’tsovo (Novosibirsk oblast), Michurinsk
(Tambov oblast), Peterhof (St. Petersburg), Biisk
(Altai krai), and Dimitrovgrad (Ul’yanovsk oblast).

The state policy for science cities implemented in
the period of 1997–2001 allowed Russia to overcome
negative development trends and accelerate its pace of
innovation. However, in 2004, several amendments
made to the then legislation on science cities signifi�
cantly distorted its original content. The state has vir�
tually withdrawn from further development of science
cities, despite the fact that the enterprises based in sci�
ence cities primarily focus on solving major problems
facing the country, including national defense.

Special economic zones represent another type of
innovative development territory. Procedures deter�
mining their development are regulated by dedicated

federal legislation13. According to this federal law, “a
special economic zone is defined by the Russian Fed�
eration Government as a part of the Russian Federa�
tion’s territory endowed with a special regime of entre�
preneurship.” In other words, special conditions for
economic activity are put in place for a confined terri�
tory. Typically, such benefits involve tax and customs
regulations.

The development of special economic zones pri�
marily targets manufacturing and hi�tech industries,
as well as the manufacturing of new kinds of products
and transport infrastructure. Four types of special eco�
nomic zones were legally defined: technology develop�
ment, industrial manufacturing, port, and tourism and
recreation zones.

CONCLUSIONS

The development of a new kind of innovation�
based economy requires the establishment of new
institutional structures, primarily in the form of a
national innovation system. The main subsystems of
the national innovation system include legislation on
the implementation mechanisms of innovation policy
and economic development priorities, the subsystem
of knowledge generation and dissemination, profes�
sional education, hi�tech manufacturing, and innova�
tion infrastructure. The scientific and technological
base of the national innovation system is provided by

organizations conducting basic and applied research
and development, and corporations involved in mass
production of hi�tech products, as well as small hi�
tech enterprises, whose existence primarily depends
on large corporations.

The spatial structure of the national innovation sys�
tem is formed by connecting single TIDs into commu�
nication networks. At the same time, a local innova�
tion system should be developed individually for each
of these territories.

The main methodological problem facing the
national innovation system is following the industrial
development path, whereas other countries are
switching to the postindustrial trajectory of develop�
ment, particularly oriented toward human develop�
ment. Therefore, various approaches to the develop�
ment of the national innovation system should priori�
tize human development. Given the fact that quality of
life is shaped at the level of local territories, territorial
development should be of equal priority as compared
to the development of the innovative research and pro�
duction complex.
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