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Abstract

The relationship between product and process innovation and financial performance remains largely unexplored, especially for Russian
firms. An analysis of publications on this topic shows both a positive and a negative relationship. At the same time, there are no empirical
studies based on Russian companies. This study was conducted on the basis of empirical data from 137 Russian companies. The study
shows that investment in R&D has a positive effect on the financial results of the company; and the financial results of the companies
depend on the type of innovation (product or process) that the companies carry out.

Conducting R&D and scientific research related to product and process innovations can increase the profitability of sales, which
characterises the financial results of Russian companies. In addition, it was concluded that the relationship between process innovations
and financial results is stronger than the relationship between product innovations and financial results, which means that it is more
profitable to develop and implement process innovations.
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Introduction

There are many studies devoted to the impact of
innovation on different aspects of business activity:
entry into international markets and efficiency of export
activities [Peters et al., 2018; Fayazova, 2020]; efficiency
and competitiveness [Garipova, 2011; Alvarez et al.,
2015; Kozlov, Kadyrova, 2019]; productivity [Baumann,
Kritikos, 2016; Trachuk, Linder, 2020; Domnich, 2022].
For example, the introduction of process innovations
helps reduce costs and often leads to the introduction
of product innovations. At the same time, many authors
emphasise the relationship and mutual influence of
product and process innovation and also confirm with
empirical data that the most effective companies are
those that manage to ensure synergy between product and
process innovation [Homburg et al., 2019; Ehls et al.,
2020; Malek et al., 2020; Linder, 2021].

At the same time, the relationship between innovation
activity and financial performance remains under-
researched, as the results of such studies tend to be
contradictory. Thus, the authors of some works conclude
that there is a positive relationship between innovative
activity and the financial capabilities of companies
[Criscuolo, 2009; Cassoni, Ramada-Sarasola, 2012;
Acosta et al., 2015; Santi, Santoleri, 2017; Crowley,
McCann, 2018; Edeh, Acedo, 2021], while others
conclude that there is a negative relationship between
them [De Loecker, 2011; Doran, 2012; Goedhuys,
Veugelers, 2012]. There are no Russian empirical studies
on this issue.

The purpose of this article is to empirically examine
the impact of process and product innovation on the
financial performance of Russian firms.

1. Research on the relationship between

innovation and firm financial performance

The impact of innovation on financial performance can
be both positive and negative. In the study [Pantagakis et
al.,2012], the authors attempted to establish a relationship
between the intensity of investment in R&D, calculated
as the ratio of R&D expenditure to net sales, and the
financial performance of companies involved in the
development of software and hardware. To determine the
results of the study, the company’s return on investment
and market capitalisation were measured. A study based
on data from 39 companies in the European Union found
a negative correlation between return on investment
and R&D investment intensity. The authors explain
this by saying that investments in R&D do not pay off
immediately and do not always pay off in the current year
due to the high uncertainty of the results.

As additional regressors in the model, the authors
used the sales growth rate and the ratio of debt to assets
as a feature of the capital structure [Pantagakis et al.,

Online www.jsdrm.ru

The impact of product and process innovations on financial results: An empirical study of Russian companies
FERALRAZ OURT W M S5 W AREOR2ME © W B BT ABIMSHIEN R
2012]. The researchers found a positive correlation
between return on assets and sales growth, but a negative
correlation between return on assets and the debt ratio.
The researchers found a positive correlation between
return on assets and sales growth, but a negative
correlation between return on assets and leverage. The
study found that to achieve maximum market value
growth, a company must invest approximately 41% of
annual revenues in research and development.

[Hall, 2011; Crespi, Zuniga, 2012] show that
innovation helps to increase the efficiency of resource
use, to introduce new technologies and to overcome the
technological gap of weaker firms, thereby achieving
better financial results.

The study [Ku et al.,, 2010] also confirmed the
hypothesis that there is a non-linear relationship
between R&D investment and company financial
performance, which was measured in the study using
Tobin’s coefficient and return on assets. The study [Ku
et al., 2010] also confirmed the hypothesis that there is
a non-linear relationship between R&D investment and
company financial performance, which was measured
in the study using Tobin’s Q and return on assets. The
authors of the article [Vithessonthi, Racela, 2016]
conducted a study based on data from non-financial
companies traded on the US stock exchange. They
found a negative relationship between the intensity
of R&D investment and the financial performance of
companies and concluded that R&D investment has
a negative impact on the financial performance of
economic entities in the short term. At the same time, a
positive relationship was found between the intensity of
investment in research and development and the value of
the company, suggesting that innovation has a positive
impact on long-term performance.

In the study [Chen et al., 2019], the authors assessed
the correlation between the intensity of investment in
R&D and the profitability of assets, which characterises
the financial performance of the company. The study
is based on information from 96 companies listed on
the Taiwan Stock Exchange. In addition to the R&D
intensity indicator, the explanatory variables included
the natural logarithm of the value of assets as a measure
of the size of the firm, the growth rate of the firm’s
assets, and the coefficient of financial dependence
(the ratio of the value of liabilities to the value of
assets) as a measure of the firm’s capital structure. As
a result of estimating the coefficients of the model, the
researchers found a negative relationship between the
intensity of R&D investment and the return on assets
in the current period, but the relationship between the
return on assets and the intensity of R&D investment
with a lag of one and two years was positive. These
results suggest a positive effect of R&D investment
with a time lag.
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Regarding the relationship between return on assets
and other explanatory variables in the model, the authors
of [Chen et al., 2019] found a positive correlation
between current return on assets and return on assets
with a one-year lag, firm size expressed as the natural
logarithm of the value of its assets, and the growth rate
of firm assets. The relationship between return on assets
and the ratio of a company’s liabilities to its assets is
negative, i.e. companies with higher levels of debt have
lower returns on assets than companies with lower levels
of debt.

There are other papers that assess the relationship
between different indicators of firms’ financial capacity
and their innovative activity. The results of these studies
may vary depending on national characteristics, the
choice of different dependent and explanatory variables,
and the degree of innovation capacity of industries.

The analysis of the scientific literature allowed us to
formulate the following hypotheses:

1) investment in R&D has a positive impact on the

company’s financial results;

2) companies’ financial performance depends on

the type of innovation (product or process) they
undertake.

2. Research methodology

In order to examine the relationship between the
innovative activity of Russian companies and their
financial results, the authors of this article first conducted
a survey and then an empirical study.

The purpose of the survey was to determine the main
characteristics of the innovative activities of Russian
companies for further research: types of innovations
carried out, types of expenditures on innovations, methods
of developing and implementing innovations, etc.

The participants in the survey were employees of
Russian companies whose professional activities are
directly related to the development and implementation
of innovations.

The survey was a Google form that could be completed
online by clicking on a link and consisted of 8§ multiple
choice questions. At the same time, participants were not
limited in the number of answers to the question and had
the opportunity to offer their own options if they were
not satisfied with the ones suggested.

After conducting the survey and processing the
results, the authors of the study were faced with a new
goal - to identify the relationship between process and
product innovation of Russian companies and their
impact on financial results. To achieve this, a sample
of 335 large Russian companies was selected and 137
companies responded (response rate of around 40%).

An important condition for a company to be included
in the sample was that it had expenditure on research and
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development, provided that this work was completed by
the end of 2022.

For each enterprise, information was collected on
the R&D costs incurred in 2022 and the financial results
achieved. The sources of information used were the
annual accounts for 2022, namely form 2 ‘Report on
the financial results’, the notes to the annual accounts
and statistical form 4 ‘Information on the innovative
activities of the organisation’.

Once all the necessary information had been obtained,
indicators for further research were calculated for each
company, namely:

 the share of R&D costs related to product innovation
in the turnover of the enterprise as a characteristic
of the innovative activity of the enterprise;

» theshare of R&D costsrelated to process innovations
in the turnover of the enterprise as a characteristic
of the innovative activity of the enterprise;

» return on sales as the ratio of net profit to company
sales as an indicator characterising the financial
results of the company.

The data obtained were summarised in two tables:
the first and third indicators - in one table to confirm
the first hypothesis; the second and third - to confirm
the second hypothesis. Thus, at this stage, the study
was conditionally divided into two sub-stages, but the
algorithm of action for each of them was similar, except
for the data used for analysis.

The analysis was carried out using the Excel
programme: the = CORREL function was used to
determine the correlation between the data studied
(the share of R&D costs related to product or process
innovation in the company’s turnover and sales
profitability) at each stage.

The authors of the study then carried out a regression
analysis. As a result, two linear equations were obtained,
the analysis of which makes it possible to assess the
presence or absence of a relationship between the
innovative activity of Russian companies and their
financial results:

ROS = 1.82271prod + 0.1921, (1)

ROS = 1.8235Iproc + 0.116, 2)
where ROS — company sales profitability, Iprod — R&D
costs related to product innovation as a percentage of
company sales, Iproc — R&D costs related to process
innovation as a percentage of company sales.

3. Research results: the impact
of product innovation on the financial results

of Russian companies

One of the questions that interested the authors of this
study was related to the costs that companies incur in
the innovation process: ‘What types of innovation costs
predominate in your company?’ (Fig. 1).
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Fig. 1. Distribution of answers to the question ‘What types of innovation costs are prevalent in your company?’ (% of respondents)
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Source: compiled by the authors.

According to the survey results, research and
development of new products, services and methods of
their production, new production processes, account for
the largest share of costs (43% of respondents). A large
share of innovation expenditure is also related to the
purchase of machinery, equipment and other fixed assets
used in innovation activities (37 %). 10% of respondents
chose other costs associated with carrying out innovation
activities (other costs in this case include marketing and
branding, design, staff training, etc.).

Respondents were then asked to select the priority
type of cost incurred by their company (product or
process innovation costs). The study found that 59%
of respondents incur product innovation costs and 41%
incur process innovation costs. This is due to the nature
of the business, its current needs and other factors. It
should also be added that product innovation is often
more expensive to create and implement than process
innovation, and therefore costs more.

According to Rosstat, only 4.5% of domestic
organisations spent on product innovation in 2022,

With regard to product innovation, respondents were
asked the following question: ‘Who develops product
innovations for your organisation?’ (Fig. 2).

From Fig. 2 we can see that 44% of companies
develop innovations on their own, 26% use the help of
third party organisations to develop product innovations,
23% prefer to collaborate with other companies and only
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7% create innovations by transforming products created
in another organisation. The next question asked of
respondents related to factors that have a negative impact
on innovation activity (Fig. 3).

According to the majority of respondents, the most
common factor slowing down the innovative activity of
Russian companies is the high cost of innovation (76% of
respondents), followed by the delayed impact of research
and development (43%). These factors are real and many
foreign studies have been devoted to them. It is worth
noting that the high cost of innovation, if successful,
pays off and has a positive impact on the company’s
financial results.

Respondents were also asked to answer a question on
the impact of innovation activity on the performance of
their enterprise (Fig. 4).

Asaresultofthe analysis ofthe answers to this question
we can conclude that innovative activity has an impact
on various spheres of activity of Russian enterprises. In
particular, according to 78% of the respondents it allows
to maintain traditional sales markets, according to 67% of
the respondents - to improve the quality of goods, works,
services, according to 60% of the respondents - to reduce
the time of interaction with consumers or suppliers, etc.

To explore the relationship between product innovation
and financial performance, it was decided to examine
the relationship between R&D costs related to product
innovation as a percentage of sales and sales profitability.

! https://rosstat.gov.ru/statistics/science.
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Fig. 2. Distribution of answers to the question ‘Who develops product innovations for your organisation?” (% of respondents)
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Source: compiled by the authors.

This was done by calculating the average of the company
indicators by industry. On the basis of the data from the
2022 annual accounts, the estimated indicators for each
company were determined: aggregated results of research
and development (line 1120 of the balance sheet and
notes), turnover (line 2110 of the profit and loss account),
net profit (line 2110 of the profit and loss account).

Table 1 presents aggregated information on Russian
companies’ spending on product innovation in 2022 by
industry.

In 2022, spending on product innovation ranges
from 450,605,431 to 6,346 thousand rubles. The largest
expenditures on product innovation were made by gas
extraction enterprises (450,605,431 thousand rubles),
oil extraction and refining enterprises (300,006,727
thousand rubles), and ferrous and non-ferrous metallurgy
enterprises (101,156,735 thousand rubles).

. Other organisations

. In cooperation with other organisations

Independently by changing or modifying
products developed by another organisation

Independently

Table 2 provides information on the average financial
results of Russian companies in 2022.

After collecting all the necessary information from
each company’s annual accounts, the R&D costs related
to product innovation were calculated as a percentage of
the company’s turnover and the return on turnover. The
initial data are presented in Table 3.

Analysing Table 3, we can conclude that the average
share of R&D costs related to product innovation in the
turnover of the companies in the sector will be 1.22%
in 2022. The average return on sales of the companies
studied is 21.43%.

A regression analysis was then carried out, resulting
in a linear regression equation:

ROS = 1,8227Iprod + 0,1921. 3)

Analysing the regression equation, we can draw the
following conclusions:

Fig. 3. Distribution of answers to the question ‘What factors hinder innovation in your company?’ (% of respondents)

High cost of innovation

Lack of information on new technologies

Lack of qualified personnel

Lack of financial support from the state
Insufficient legislative and regulatory framework
Underdeveloped innovation infrastructure

Delayed impact of scientific and technological innovations

Source: compiled by the authors.
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Fig. 4. Distribution of answers to the question ‘What results does innovation bring to your company?’ (% of respondents)

Improving the quality of goods and services

Improving information technology
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Reduction of time-to-market for new products
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Source: compiled by the authors.
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Table 1

1%
o

60 70

Expenses of Russian companies on product innovation in 2022

Sector

Gas production

Petroleum extraction and refining

Ferrous and non-ferrous metallurgy

Heavy engineering

Pharmaceutical industry

Chemical and petrochemical

Electric power industry

Nuclear industry

Aerospace industry

Defence industrial complex

Automotive industry

Transport industry

Building materials production

Telecommunications

Food industry

Total

Source: compiled by the authors.
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Number
of sample
companies

16
14

10
137

450605431
300006727
101156735
33170567
4984037
1509873
741143
716688
353806
216596
180725
160297
50073
8621

6346

78

80

Average company expenditure
on research and development related

90

to product innovation by industry
(thousand rubles)
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Table 2
Financial results of Russian companies in 2022 (thousand rub)

Gas production 6388987167 2684456626
Petroleum extraction and refining 785977975 220947263
Ferrous and non-ferrous metallurgy 792927899 278191681
Heavy engineering 855897262 313662262
Pharmaceutical industry 1963646793 18763461
Chemical and petrochemical 528497978 149293771
Electric power industry 7593831523 602930206
Nuclear industry 60639706 1102689
Aerospace industry 350588729 17630466
Defence industrial complex 190106300 50856772
Automotive industry 770347840 272910012
Transport industry 1888308109 513220494
Building materials production 1069309679 142659528
Telecommunications 2389317290 635468324
Food industry 103032996 6421178

Source: compiled by the authors.

Table 3
Statistical data (%)
Sector R&D costs related to product innovation Return on sales

as a percentage of company turnover
Gas Production 7.05 42
Petroleum extraction and refining 3.95 8
Ferrous and non-ferrous metallurgy 4.23 27
Heavy engineering 1.76 27
Pharmaceutical industry 0.25 1
Chemical and petrochemical 0.14 13
Electric power industry 0.39 27
Nuclear industry 0.14 28
Aerospace industry 0.04 37
Defence Industrial Complex 0.03 28
Automotive industry 0.18 6
Transport industry 0.02 35
Building materials production 0.08 2
Telecommunications 0.00 5
Food industry 0.00 35

Source: compiled by the authors.

284 Online www.jsdrm.ru



Strategic Decisions and Risk Management / &R X L ETE, 2023, 14(3): 237-316

Orlovtseva 0.M., Gubanova E.V.

The impact of product and process innovations on financial results: An empirical study of Russian companies
AR I N MBS WS - NEHE 8 A S SRIER R

Fig. 5. Distribution of answers to the question ‘Who develops process innovation for your organisation?” (% of respondents)

Independently

Independently by changing
or modifying products developed
by another organisation

8%

30%
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o
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Source: compiled by the authors.

1. If the share of R&D costs related to product
innovation in the company’s sales is 0, the minimum
return on sales is 19.21%.

2. The coefficient of Iprod indicates the degree to
which sales profitability is dependent on R&D costs
related to product innovation as a percentage of sales.
In our case, this coefficient is 1.8227, which indicates a
fairly high correlation between the indicators studied,
i.e. the higher the share of R&D costs related to
product innovation in sales, the higher the profitability
of sales.

Thus, by analysing the relationship between the share
of completed R&D costs related to product innovation in
sales and the profitability of sales of Russian companies,
the authors found that this relationship is present, positive
and statistically strong. Consequently, conducting R&D
related to product innovation can increase the profitability
of sales, i.e. the revenues of Russian companies.

4. The impact of process innovations

on the financial results of Russian companies

One of the questions asked of respondents was: ‘“Who
develops process innovations for your organisation?’
Respondents’ answers are shown in Fig. 5.

To develop process innovations, 37% of companies
use the help of third parties, 30% develop innovations
themselves, 24% prefer to collaborate with other
companies and 8% create process innovations by changing
or modifying the products of other organisations.

Online www.jsdrm.ru

Fig. 6. Distribution of answers to the question
‘What types of process innovation is your company implementing?’
(% of respondents)

=

Methods of production and development of goods and services

Methods of logistics, supply and distribution of raw materials,
materials, components, goods and services

Methods of processing and transmitting information

Business methods, corporate governance,
accounting and financial reporting

Business relations and external relations practices

Labour management methods

Marketing methods for the promotion,
presentation and pricing of products

Source: compiled by the authors.
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Table 4
Expenses of Russian companies on process innovation in 2022

Average cost
of R&D related
to process innovation

Number
of sample
companies

Sector
per company

in the industry
(thousand rubles)

Gas production 7 459376426
et 22 188293285
Fmeertrz;)llllsrgr}l/d non-ferrous 9 161668167
Heavy engineering 5 93198302
Pharmaceutical industry 16 76676948
ggf(‘;‘}f:éﬁ‘c‘g 14 64548921
Electric power industry 8 61244838
Nuclear industry 2 51955611
Aerospace industry 3 46942082
Defence industrial complex 24 36278171
Automotive industry 3 16368424
Transport industry 4 15852212
r]?rtloi(11<lilié}[%Orlilaterials 7 7704331
Telecommunications 3 6001255
Food industry 10 1162721

Source: compiled by the authors.

A similar question was asked about product
innovation. Comparing the responses, we can conclude
that Russian companies are more likely to trust other
organisations to develop process innovation than product
innovation.

Answers to the question: ‘What types of process
innovation does your company undertake?’ are shown
in Fig. 6.

Russian companies engage in different types of
process innovation depending on their needs, type of
activity and other factors. According to the survey results,
the majority of companies develop and implement new
ways of analysing and disseminating information (24%
of respondents), new ways of doing business, corporate
governance, finance and accounting (18%), new ways
of producing and developing goods and services (17%).

Orlovtseva 0.M., Gubanova E.V.

According to Rosstat, only 4.3% of organisations had
costs for process innovation in 20222,

Similar to the study of the relationship between
product innovation and financial performance of Russian
companies, the relationship between process innovation
and financial performance was also investigated. For
this purpose, additional information on R&D costs for
process innovation was selected from companies’ annual
reports.

Table 4 provides information on Russian companies’
expenditure on process innovation R&D by industry in
2022.

Expenditures for R&D related to process innovations
in 2022 range from 459,376,426 thousand rubles to
1,162,721 thousand rubles. The largest expenditures
on product innovations were made by gas extraction
enterprises (459,376,426 thousand rubles), oil extraction
and refining enterprises (188,293,285 thousand rubles),
and ferrous and non-ferrous metallurgy enterprises
(161,668,167 thousand rubles). It is worth noting that the
turnover and net profit of companies in these industries
are also the highest of all companies in the sample. In
addition, they occupy a leading position in terms of R&D
costs related to product innovation. A comparison of the
costs of product and process innovation incurred by the
largest Russian companies in 2022 allows us to draw the
following conclusions:

1. The largest expenditures on product and process
innovation in 2022 were made by companies in gas
extraction, oil extraction and refining, and ferrous and
non-ferrous metallurgy.

2. Most Russian companies spend more on process
innovation than on product innovation.

To determine the impact of process innovation on
the financial performance of Russian companies, the
relationship between the share of process innovation
R&D expenditure in sales and sales profitability was
also examined. For this purpose, the share of process
innovation R&D costs in sales was calculated for each
company. The initial data are shown in Table 5.

Analysing the table, we can conclude that the average
R&D expenditure on process innovation as a percentage
of sales will be 5.29% in 2022. This is 4.07% more than
the average R&D expenditure for product innovation as
a percentage of sales.

It is worth noting that the ratio of spending on process
innovation to the financial results of enterprises is higher
than the ratio of spending on product innovation to the
financial results by 3.24%, i.e. the relationship between
the financial results of Russian enterprises and process
innovation is stronger than with product innovation.

A regression analysis was then carried out, resulting
in a linear regression equation:

ROS = 1,8235Iproc + 0,116. “4)

2 https://rosstat.gov.ru/statistics/science.
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Table 5
Statistical data (%)

Sector

to process innovation as a percentage

Research and development costs related

Return on sales
of company turnover

Gas production
Petroleum extraction and refining
Ferrous and non-ferrous metallurgy
Heavy engineering
Pharmaceutical industry
Chemical and petrochemical
Electric power industry
Nuclear industry
Aerospace industry
Defence industrial complex
Automotive industry
Transport industry
Building materials production
Telecommunications
Food industry

Source: compiled by the authors.

Analysing the regression equation, we can draw the
following conclusions:

1. If the R&D costs associated with process innovation
as a percentage of the company’s sales is 0, the minimum
return on sales is 11.6%.

2. The coefficient of Iproc indicates the degree of
dependence of sales profitability on the share of R&D
costs related to process innovation in sales. In our case,
the coefficient is 1.8235, which indicates a fairly high
relationship between the indicators studied, i.e. the
higher the share of R&D costs associated with process
innovation in sales, the higher the profitability of sales.

When analysing the existence of a relationship
between the share of the cost of completed R&D related to
process innovations in sales and the profitability of sales
of Russian companies, we found that this relationship
is present, positive and at the same time statistically
strong. As a result, conducting R&D related to process
innovation can increase the profitability of sales, i.e. the
revenues of Russian companies.

Thus, after a study devoted to the analysis of the
relationship between the innovative activity of Russian
companies and their financial results, we can conclude
that the relationship between the studied characteristics
is indeed present, positive and at the same time
statistically strong. It should be noted, however, that
process innovation has a slightly greater impact on the
financial results of Russian companies than product
innovation.
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2.95 42
6.05 8
6.77 27
3.24 27
4.75 1
4.86 13
8.61 27
6.86 28
8.96 37
5.97 28
5.82 6
8.38 35
1.92 2
2.20

2.00 35

The results confirm both hypotheses: that there
is a relationship between product innovation and the
financial performance of Russian companies, and that
there is a relationship between process innovation and
the financial performance of Russian companies. It was
concluded that the relationship is slightly stronger in the
second case, which means that it is more profitable to
develop and implement process innovations, as they have
the greatest impact on the financial results of Russian
companies.

5. Conclusions and application
of the results obtained in the practical

activities of Russian companies

The empirical study confirmed both hypotheses:

e investment in R&D has a positive impact on the
company’s financial results;

* the financial performance of companies depends
on the type of innovation (product or process) they
undertake.

The results of the study indicate that investment in
R&D has a positive impact on a company’s financial
performance. Undertaking research and development
related to product and process innovation can increase the
profitability of sales, which characterises the financial
performance of companies. It was also concluded that the
relationship between process innovation and financial
performance is stronger than that between product
innovation and financial performance, which means that
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it is more profitable to develop and implement process
innovation.

Since the first hypothesis about the impact of R&D
investment on financial performance is confirmed,
companies should focus on finding funding for R&D
investment. It could be:

e attracting external investors: a company can
attract external investment by selling or issuing
shares or bonds to raise additional funds to finance
innovation;

* loan: a company may take out a loan from a bank
or other financial institution to obtain the funds it
needs;

* government grants and subsidies: a company can
apply for a grant or subsidy from government
organisations that fund innovative projects;

* partnership: a company can partner with another
company that is willing to invest in innovation;

* crowdfunding: a company can use crowdfunding
platforms to raise money from the general public
for its project;

e deferred payment: a company may negotiate
additional time to pay its debts to suppliers or
creditors in order to gain more time to develop
innovations;

» leasing: a company can lease the equipment it needs
instead of buying it, saving money that can be used
to fund innovation.

In addition, the results of the study showed that for
Russian companies, the relationship between process
innovation and financial performance is higher than that
between product innovation and financial performance.
In this regard, companies should encourage process
innovation by:

e training and development of employees:
The company must invest in the training and
development of its employees so that they can
better understand new technologies and processes
and adapt to changing market demands;

* collaboration with external experts: the company
can attract external experts to help develop
innovative ideas and projects;

* implementing innovative methods and technologies:
the company can use new methods and technologies
such as design thinking, agile, blockchain and
artificial intelligence;

* forming partnerships: a company can form
partnerships with other companies or start-ups to
jointly develop new products and technologies;

* use of innovative financing models: A company
can use innovative financing models such as
crowdfunding, venture capital, I[CO and others to
raise funds to develop new ideas and projects;

» establishing an innovative culture: The company
must develop an innovative culture so that
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employees can freely and dynamically generate and
experiment with new ideas.

Product innovation also has a positive impact on
financial results, which is why it is necessary:

* to focus on customer needs and solving their
problems: The company must focus on solving the
problems and needs of its customers in order to
develop innovative products and services that will
be in demand;

* to create a stimulating environment: Companies
need to provide a comfortable and motivating work
environment for employees, where they can freely
express their ideas and receive feedback;

* to train and support employee development: The
company should provide employees with access to
training and development so that they can continue
to develop their skills and knowledge about new
products and services;

* to organise employee participation in innovation
projects: the company should organise internal
innovation projects or participate in external
projects - this will help stimulate innovative ideas
and enable employees to create new products for
the company.

One of the ways to stimulate innovation in
Russian companies is the development in Russia
of the concept of open innovation, which involves
going beyond the organisation and interacting with
external experts, start-ups, scientific and educational
institutions to create new products, processes
or services. However, it is worth noting that the
open innovation model is still in its infancy in our
country. To date, certain elements of the national
innovation system have already been put in place:
activities and institutions in the legal and financial
fields, innovation infrastructure, etc., which create a
favourable climate for innovation.

At the moment, only large companies are interested
in the new business model. They want to increase their
competitiveness through innovation, which involves
improving existing products and technologies rather than
creating new ones. It is necessary to extend the use of
open innovation to small and medium-sized enterprises
and to improve the interaction between all participants in
the innovation process. To this end, the government has
created a system of development institutions that provide
financial, information and advisory support to innovative
projects at all stages of the cycle. This system is called
the ‘innovation lift’.

In addition, technology platforms act as a mechanism
for interaction between participants in the innovation
process. A technology platform is understood as a
communication tool whose purpose is to intensify efforts
aimed at creating promising commercial technologies,
new products (services), attracting additional resources
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for research and development based on the participation
of all stakeholders (business, science, government,
civil society), improving the regulatory framework
in the field of scientific, technical and innovative
development.

Thanks to the technology platform, it is possible to
build interaction to solve strategic problems of scientific
and technological development between different
organisations and institutions. To this end, each platform
will identify research and development priorities,

The impact of product and process innovations on financial results: An empirical study of Russian companies
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scientific cooperation mechanisms, consortia and training

programmes, assess directions for the development of

scientific infrastructure, and establish standards and
certification systems.

In summary, the Russian market is constantly
changing and companies that want to develop and grow
must be prepared for constant changes in the environment
in which they operate. In order to compete and succeed
in the market, companies must not only improve their
processes, but also innovate their products.
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