
In late March Bessemer Venture Part-
ners became the first tier-one invest-
ment firm to partner with the Skolkovo 
Foundation, a Russian government-fi-
nanced technology and innovation hub 
on the outskirts of Moscow.

It is unlikely to be the last. A key part 
of Russia’s ambitious bid to transform 
from a resource-intensive economy 
to one based an innovation is to build 
strong ties to Silicon Valley and the 

rest of the U.S. venture community. 
Skolkovo “splits the bill” with VCs that 
partner with it, so instead of investing, 
say, $10 million in a Russian start-up, a 
VC need only invest $5 million, with the 
foundation providing the rest as a grant. 
The catch is the start-up must be incor-
porated in Russia. The Foundation has set 
aside some $200 million of grant financing 
per year for such deals, says Alexander 
Lupachev, who heads up the Skolkovo 
Foundation’s venture capital program.

Bessemer is committing $20 million 
for Russian innovation, in exchange for 

priority access to the Skolkovo Founda-
tion’s most promising projects and the 
opportunity to refer its existing companies 
to register in Skolkovo and receive the 
Foundation’s support.

Skolkovo, which has partnered with 34 
venture firms and done deals with 14 (see 
chart page 7), is just one part of the Russian 
government’s multi-pronged strategy to 
lure Western venture money and technol-
ogy companies.

Other initiatives include state-spon-
sored Rusnano and RVC. Rusnano is a 
multi-billion fund with a mandate to give 
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Russia the lead in nanotechnology by ac-
celerating the development of nanotech 
products. (It recently invested $50 million 
into two Massachusetts biotech compa-
nies, BIND and Selecta BioScience). RVC 
is a state-funded venture capital company 
created in 2007 with $1.25 billion in capital 
at its disposal, which aims to both help U.S. 
start-ups and venture capital firms enter 
the Russian market, and showcase the 
value that Russian engineers can deliver 
to U.S. companies.

 Russia on the RadaR 

RRVC recently opened an office on Sand 
Hill Road in Silicon Valley, just down the 
street from the Almaz Capital’s planned 
new offices, a  Moscow venture capital 
fund co-founded by DLD Moscow speaker 
Sasha Galitsky, a serial entrepreneur-
turned venture capitalist and a member 
of the Skolkovo Foundation Council. (See 
Galitsky’s profile on page 6). 

Fellow Skolkovo Foundation Council 
members include Google chairman Eric 
Schmidt, retired Intel Chairman Craig Bar-
rett and Cisco Systems Chairman and CEO 
John Chambers — further evidence that 
with a concerted emphasis on innovation, 
billions of dollars to invest and the biggest 
and fastest-growing Internet market in 
Europe, Russia is now firmly on the radar 
of the global digerati.

What a difference from 2004, when the 
European Tech Tour Association organ-
ized a trip for a group of Western venture 
capitalists to Russia to introduce them to 

The Skolkovo Foundation’s plans include a Web-based 
platform that will help spread the wealth, the expertise 
and the opportunities for budding entrepreneurs in all 
corners of Russia.

see INsIde  
RussIa’s 25 HOttest  
staRt-ups

 By jeNNIFeR L. sCHeNkeR
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CONteNts

 jeNNIFeR L. sCHeNkeR: EdiToR-in-chiEF 
audReY MaNdeLa: conTRiBuTing EdiToR 
eRIC sYLveRs aNd kate BevaN: 
conTRiBuTing WRiTERS  
desIgN: ThEdESignSuRgERy.co.uk

ThE inFoRmaTion conTainEd in ThiS puBlicaTion WaS 
compilEd uSing EThical jouRnaliSm pRocEduRES. 
no lEgal liaBiliTy can BE accEpTEd FoR any ERRoRS. 
no paRT oF ThiS puBlicaTion may BE REpRoducEd 
WiThouT ThE pRioR conSEnT oF inFoRmilo.

ThiS magazinE WaS pRoducEd By inFoRmilo,  
a mEdia company ThaT SpEcializES in connEcTing 
BuSinESS WiTh innovaTion. inFoRmilo RunS a 
nEWS SiTE, WWW.inFoRmilo.com, and puBliShES 
indEpEndEnT magazinES connEcTEd To majoR 
induSTRy conFEREncES.

01: an employee selects books in ozon’s warehouse. 

02: many Russian e-commerce entrants have copied 
the business models of successful Western players, 
such as amazon or zappos.

 
By eRIC sYLveRs

Russia, Europe’s biggest and fastest-
growing Internet market, is red hot. 
With a skyrocketing number of Internet 
and mobile users, but a still underde-
veloped commercial environment, the 
opportunity to build phenomenally 
successful domestic e-commerce busi-
nesses is huge.

A 2012 e-commerce report by EWDN.
com is projecting that the Russian e-com-
merce market will be worth between 
$40 billion and $60 billion by 2020. So 
it is not surprising that Western venture 
capital is pouring into Russia. In the last 
nine months:

 s Ozon, Russia’s Amazon, raised $100 
million in funding in September from 
a consortium that includes Index and 
Russian, Swiss and Japanese investors. 
Five months later Ozon used some of 
that capital to buy Sapato, the local 
version of Zappos, a U.S. online shoe 
and accessories business.

 s Shoptime.ru received a $50 million 
capital injection from KupiVIP, the 
Russian version of vente-privee.com 
and one of the country’s most success-
ful online retailers, which itself closed 
a $55 million Series C round in April of 
last year from marquee investors that 
included Accel Partners, Balderton 
Capital and Bessemer Partners.

 s Online marketplace Wikimart, a com-
petitor of Ozon and KupiVIP, raised $30 
million from Tiger Global and another 
investor to improve order fulfillment.

 s Avito.ru, the local version of craigslist, 

secured $26 million in November and 
another $75 million in early May from 
private equity firm Baring Vostok and 
global venture capitalists Accel Part-
ners, alongside existing investors Kin-
nevik and Northzone.

 adapting WesteRn Models 

Many of these new entrants are copy-
ing successful Internet models. Consider 
Oskar Hartmann, the entrepreneur behind 
KupiVIP. He and two other entrepreneurs 
have formed Fast Lane Ventures, an incu-
bator which has churned out 20  copycat 
Internet start-ups in just two years and 
has already exited two of them. (See story 
page 2) But adapting U.S. and European 
models to Russia is not as easy as it seems.

It is no accident that the Russian mar-
ket remains largely dominated by local 
players. Six out of the top ten Internet 
sites in Russia, including the three larg-

est, are local, with U.S. giants like Google 
and Facebook trailing way behind, ac-
cording to a report by investment bank 
GP Bullhound.

Success in Russia means adapting 
and sometimes completely overturning 
business models that worked almost un-
changed when imported from the United 
States to Western Europe and vice versa.

For starters, Russian’s Cyrillic alphabet 
provides a barrier to entry. So does con-
sumers’ propensity to shun credit cards 
and use cash payment on delivery and 
their desire to see goods before they pay 
for them.

And, in Russia the battle for the bur-
geoning e-commerce market is still very 
much about logistics. Precision logistics 
helped Amazon’s sales skyrocket in the 
late 1990s as it became the world’s largest 
online retailer. Amazon has been much 
copied to the point that clever logistics 
and quick deliveries are now the norm 

 
By eRIC sYLveRs

Refined, adjusted, adapted, copied…all 
words that have been used to describe 
what entrepreneur Oskar Hartmann  
did with a variety of western online re-
tailing websites when he created online 
shopping club KupiVIP, which looks 
and feels very much like vente-privee.
com and similar sites such as Privalia. 

While one could make a convincing 
argument for each definition, what is un-
disputable is that Hartmann, a 30-year-
old German who has lived in Moscow for 
six years, has created a wildly successful 
start-up that has attracted $85 million 
of venture capital from Accel Partners, 
Balderton, Bessemer Venture Partners, 
Mangrove Capital Partners and others. 

That was just for starters. Hartmann 
is copying other successful Western In-
ternet models and adapting them to the 
local market at an unprecedented clip. 
Fast Lane Ventures, an incubator he es-
tablished in partnership with entrepre-
neurs Marina Treshchova (who is now 
CEO) and Pascal Clement, has churned 
out 20 new Russian Internet start-ups in 
just two years. The most recent, Kom-
merstate.ru, an online service designed 
to help commercial real estate market 
players to lease, purchase and sell prop-
erties, was launched on May 10th. Fast 
Lane Ventures has already exited two of 
its start-ups: sapato.ru, a Russian online 
shoe and accessory retailer that is similar 
to the U.S.’s Zappos, was snapped up by 
Russian online retailer Ozon in Febru-
ary; and shares in teleshopping channel 
Shopping Live were sold in April to Home 
Shopping Europe.

 adapting pRoven Models 

These high-profile moves have earned 
Hartmann the respect of tier-one venture 
capital firms. “Oskar is a great mix be-
tween a really gritty entrepreneur who 
believes in his own vision and somebody 
who is also always trying to see how he 
can be better by looking at what is hap-
pening around the world,” says Sonali 
De Rycker, a London-based partner at 
venture firm Accel Partners, which in-
vested in KupiVIP (Kupi means “buy” 
in Russian).

Taciturn by nature, Hartmann was 
born in Kazakhstan to German parents. 
He grew up in Germany, but moved at age 
24 to Russia, where he now lives. His var-
ied background affords him an insider’s 
view on the very different cultures and 
economies in Germany and Russia, the 
first established, functional and somewhat 
static; the other young, freewheeling and 
constantly changing.

“The key difference is discipline, which 
is really not inherent here in Russia,” 
Hartmann says “This has a lot of impli-
cations in management.”

“We are very impressed 
with Fast lane ventures; it 
shows hartmann’s not a one-
trick pony,” said guillaume 
Bonneton, a partner at gp 
Bullhound, a technology 
investment banking firm active 
in Russia. “he is one of the 
guys who gets the web there. 
he is definitely a trend setter.”

 While KupiVIP does not release its 
financial figures, Hartmann says the 
company is targeting sales of $300 mil-
lion this year. Hartmann is betting that 
KupiVIP will be one of at least ten Rus-
sian Internet companies racking up $1 
billion in sales within five years. If that 
prediction comes true, it will be due in 
part to an increasingly steady flow of 
western venture capital that has given a 
multitude of start-ups the opportunity 
to leave their mark.

Not one to shy away from opportunity, 
Hartmann is doing his best to make sure 
he is on the receiving end of some of the 
capital flowing east. Fast Lane Ventures 
has attracted near $78 million from a 
vast base of Russian and international 
investors who believe in the potential 
of adapting Western models to the Rus-
sian market.

“Following things that have been suc-
cessful somewhere else is inevitable; it’s 
not copying, it’s adapting proven mod-
els,” said Giuseppe Zocco, a co-founder 
and partner at venture capital firm Index 
Ventures, which has invested in Privalia 
as well as Russian retailer Ozon. “Most of 
the successful companies online in Russia 
have adapted western models, but they 
know the peculiarities of the local market 
and have adapted the model to chase the 
opportunities available,” he says.

Not everyone is convinced. Dmitry 
Chikhachev, managing partner at Runa 
Capital, a Moscow-based venture firm, 
categorically rejected the possibility of 
ever investing in KupiVIP, Ozon or other 
sites that copy western models. Venture 
money should go to companies that in-
novate and want to go global, he says.

 Focusing on Russia 

But Hartmann, who relishes his role as 
a national champion, has excluded trying 
to scale up KupiVIP to expand beyond 
Russia or the countries that were once 
part of the Soviet Union. There is plenty 
of money to be made by concentrating on 
Russia’s domestic market, now the larg-
est Internet market in Europe, he says. A 
2012 e-commerce report by EWDN.com 
is projecting that the Russian e-commerce 
market will be worth between $40 and 
$60 billion by 2020. By spreading his 
bets between 21 different e-commerce 
ventures in Russia Hartmann seems well-
placed to get a nice cut, earning him his 
share of admirers.

Further, KupiVIP and Ozon are pro-
tected by the high barrier to entry in the 
Russian market presented by difficult 
logistics (see story page 3). For this reason 
Hartmann, KupiVIP’s chief executive, 
brushes off any suggestion the company’s 
seemingly rosy future could be threatened 
by a multitude of possible competitors, 
including large Russian bricks and mortar 
retailers that decide to invest aggressively 
in online sales.

“We are very impressed with Fast Lane 
Ventures; it shows Hartmann’s not a one-
trick pony,” said Guillaume Bonneton, a 
partner at GP Bullhound, a technology 
investment banking firm active in Rus-
sia. “He is one of the guys who gets the 
web there. He is definitely a trend setter.”

 

OskaR HaRtMaNN IN BRIeF

 s Born (date and place): 14 May 1982  
in dzhambul (now taraz) kazakhstan

 s education (highest level degree  
and school): diploma in economics from 
wHu - Otto Beisheim school of Manage-
ment (vallendar, germany)

 s Number of companies created: 20
 s Most notable achievement: 2 children

Russia’s e-Commerce BoomOskar Hartmann ventures  
Into the Fast Lane

for online retailers in the United States 
and Western Europe. But for Russian 
e-tailers it is less about the perfectly-run 
warehouses pioneered by Amazon that 
facilitated quick and cheap deliveries 
and more about the old-fashioned logis-
tics of trucks, roads, delivery men and 
pick-up points.

KupiVIP, founded by 30-year-old Os-
kar Hartmann (see profile page 2), has 
raised a total of $85 million in venture 
capital — and grabbed a chunk of Russia’s 
e-commerce market by copying aspects 
of vente-privee.com, but also by focusing 
on the fundamentals of getting products 
to customers.

Heavy investments in the nuts and 
bolts of logistics have also been key to the 
success of Ozon, Russia’s largest online 
retailer, an achievement that earned it 
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Bykate BevaN

When you’re put on hold at Backplane, 
the Palo Alto-based social media start-
up, you don’t get muzak. You get Lady 
Gaga. That’s not unusual since hip music 
is part of the start-up scene’s DNA, but 
hits like Poker Face and Paparazzi aren’t 
just a random choice. Gaga herself is 
part of the DNA of Backplane, a new 
social networking platform that prom-
ises to transform the way pop stars and 
brands of all sorts interact with their 
biggest fans.

Backplane is trying to develop a social 
media platform that will prove as endur-
ing, ubiquitous and sticky as Facebook.  
And its first and most powerful tool is 
Gaga herself.

Gaga, who has a clearly-defined – and 
measurable – fan base of what she calls 
her “little monsters,” is both a social me-
dia and musical tour de force. With more 
than 47 million Facebook likes and 24 
million followers on Twitter the fit with 
a company building a social media and 
community platform for brands makes 
perfect sense. 

The company was born this way: the 
iconoclastic singer and her manager, Troy 
Carter, were asked by Steve Jobs, Apple’s 
late founder, for feedback on its nascent 
music social network, Ping – which 
turned out to be an uncharacteristic mis-
step for the Cupertino giant. Gaga and 
Carter reportedly came away from that 
meeting convinced there was a better 
way, and so turned to Matt Michelsen — a 
scheduled speaker at DLD Moscow — 
who took on the job of creating and run-
ning Backplane. Michelsen, 40, cut his fi-
nancial and technical teeth on Wall Street 
during the 1990s, where he developed 
trading technology for hedge funds. Hav-
ing sold his business to Goldman Sachs in 
2008, he was ready for a challenge when, 
as he puts it, “Troy Carter enlisted me to 
go change the world with him.”

Backplane, which was created by Gaga, 
Carter and Michelsen in January 2011, 
quickly raised more than $4 million in 
seed investment from A-list investors 
including Google Ventures and i/o Ven-
tures. A second round at the end of last 
year raised a further $1.8 million. 

“We set out to build 
something very useful that 
could be adapted across 
multiple communities,” 
says Backplane cEo matt 
michelsen, a scheduled 
speaker at dld moscow.

Gabbi Cahane, managing partner at 
the London-based consultancy andmean-
while, thinks Backplane is on to some-
thing. The idea of a social browser has 
been knocking around for a while, and 
none of the usual suspects seems to have 
quite pulled it off, he says. “Backplane 
looks like a way of blending the browsing, 
discovery, creation and co-creation, cura-
tion, sharing and chatting aspects around a 
single entity,” says Cahane. “I can see this 
working beautifully for branded proper-
ties such as pop stars, sports stars, porn 
stars, consumer brands and social causes.”

Littlemonsters.com, the first social com-
munity built on the Backplane platform, 
gives a glimpse of what is to come. The 
site enables sharing and voting on content, 
capitalizing on the paradigms developed 
by social pioneers Reddit and Digg  while 
borrowing heavily visually from Pinterest. 
“We set out to build something very use-
ful that could be adapted across multiple 
communities,”  Michelsen, Backplane’s 
CEO, said in an interview with Informilo. 

Still in closed beta and with 1,000 in-
vites a day, litttlemonsters.com not sur-
prisingly places heavy emphasis on in-
teraction between fans and Gaga herself. 
On Facebook, it is Mark Zuckerberg who 
benefits from all the information about its 
users. On littlemonsters.com it is Gaga and 
her entourage who directly connect to 
hard-core fans, the biggest consumers of  
concert tickets and billable merchandise, 

allowing for the tracking and leveraging 
of information such as sex, age, location 
and merchandise preferences.

“We’ve been trying to figure out how to 
solve the problem of passive social com-
munities — because with Gaga having the 
large social-media footprint that she has, 
we were still having problems connecting 
to the audience directly,” Carter, Gaga’s 
manager, said in an interview posted on 

a New social  
platform  
For Brands 
Backplane is developing a social media platform to give 
devotees of brands a place to converse, keep up with news, 
watch for brand-related events, and generally hang out. Is 
this the business that will disrupt all-powerful Facebook?

Details.com. “With Backplane, what we 
wanted to do was get into small communi-
ties. So instead of having 45 million brief 
engagements, what about that concen-
trated group of 5 million who want every 
bit of information out there?”

 building coMMunities 

While Facebook was created for in-
trapersonal relationships, Backplane is 
designed from the start to suit almost any 
brand, as it provides a place for devotees 
to converse, keep up with news from the 
brand, keep an eye on brand-related events 
and hang out. It focuses on “hyper consum-
ers” – those that are most likely to spend 
money on things related to the community.

A space to “hang out” is key: Face-
book’s success comes from its stickiness, 
the amount of time people spend on the 
site, and how many ads it can serve to the 
user while they’re there. According to 
web-monitoring group Nielsen, Ameri-
cans spent a combined total of 53.5 billion 
minutes on Facebook during May 2011, 
comfortably outstripping Yahoo!, which 
came limping in to second place with a 

combined total of 17.2 billion minutes 
during the same month.

Of course anything new and social 
faces the challenge of luring people away 
from the behemoth: Facebook. There 
have been any number of attempts to cre-
ate alternative social spaces – and thus 
to harness the advertising revenues that 
a successful social space can generate. 
Perhaps the most obvious blunders in 
this space are those clumsily executed 
by Google: Buzz, Wave and now Google+.

But there have been some recent suc-
cesses. Take Pinterest, which has very 
quickly become an important part of the 
social media landscape, with Experian 
recently noting in its 2012 Digital Mar-
keter: Benchmark and Trend Report 
that the site had become the third most 
popular social network, behind Facebook 
and Twitter, up from seventh place in 
November 2011.

Backplane is zeroing in on build-
ing communities across geographical 
boundaries. Michelsen notes  the role 
social media has played in recent events 
such as the Arab spring of 2011 and the 
global Occupy movement. “It’s who I’m 

following, what I’m following and what 
the message is that brings together groups 
of people,” he says.

One of the smart additions to the 
Backplane platform is its PIM (personal 
information management) tools: when 
you sign up to littlemonsters.com you 
get a calendar and an inbox – a very old-
school set of tools, but ones that enable 
community. Some of the tools on the site 
reflect the links with Google (its calendar 
and mail tools will integrate with Gmail 
and Google calendar), while the chat tool 
automatically translates chat from speak-
ers of other languages into English. 

 potential pitFalls 

So what could possibly go wrong for 
Backplane? Any social media property 
faces concerns about security and privacy, 
and it’s here that Facebook and Google 
have faltered. Google came under fire 
when its now-defunct Buzz, which pulled 
together messaging, microblogging and 
social networking, made big assumptions 
about what users were and weren’t pre-
pared to share with their contacts. 

Facebook , too, regularly attracts criti-
cism for its approach to privacy.

Security is also a potential issue. Back-
plane isn’t a website: it’s a new platform 
and therefore at risk from malicious in-
tent on the part of third-party developers. 
“We have seen malware spreading on 
Facebook,” says Graham Cluley of In-
ternet security group Sophos. “The bad 
guys target Adobe Flash, PDF and Java 
because they know so many people have 
them installed … and what else is everyone 
running? Facebook.”

There are other ways Backplane – or 
rather, the brands that use the Backplane 
platform to build their communities – 
could get it wrong. “Brands can mess it 
all up by using old-media approaches – 
interrupt, hard sell, TV or print content 
reformatted rather than reimagined – to 
a new media platform that will kill off or 
deny any emergent behaviour that the 
community develops itself,” says Lon-
don-based consultancy andmeanwhile’s 
Cahane. “And/or they can try to do too 
much. Complexity will turn people off. 
It needs to look like a place to spend time 
with great content and people, not a tech-
nology platform.”

Littlemonsters.com neatly escapes 
that trap. Via Backplane Gaga and her 
entourage are providing a “canvas for 
self expression” that makes fans feel like 
super stars rather than captive custom-
ers. As littlemonsters. com is starting to 
demonstrate, a large and unwieldy group 
of people who have the Internet at their 
disposal can be leveraged effectively. And 
that has the potential to benefit not only 
“mother Monster,” as Gaga is affection-
ately known, but brands across the board. 
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01: lady gaga herself is part of the dna of Backplane.
02: The littlemonsters.com social community.
03: matt michelson, cEo & co-Founder of Backplane.
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alMaz capital Russia paRallels  5,000    it
biopRocess capital Russia incuRon  5,000    biotech
biopRocess capital Russia theRaMab  4,975    biotech
biopRocess capital Russia taRtis - oncology  3,614    biotech
taMiR FishMan cig isRael Mobix chip  2,056    eneRgy eFFiciency
QuadRiga geRMany speech technology centeR  1,961    it
MaxWell asset ManageMent Russia oncoMax  999    biotech
FoResight ventuRes Russia RRt  978    eneRgy eFFiciency
tRoika dialogue Russia RaMMics  965    nucleaR
biopRocess capital Russia axion  964    nucleaR
intel capital us RockFloWdynaMics  940    it
Runa capital Russia Jelastic  904    it
FoResight ventuRes Russia cluodMach  250    it
FoResight ventuRes Russia hydRoeco  57    eneRgy eFFiciency

  ventuRe- backed coMpanies suppoRted by skolkovo gRants 

ventuRe investoR vc countRy vc-backed coMpany skolkovo Funding clusteR 
   coMMitMent ($000*)

*  1 dollaR = 30 Rubles

Esther Dyson recognized early that in-
novation was occurring outside Silicon 
Valley. So, she began nurturing young 
start-ups in emerging markets, invest-
ing in Russia as far back as the 1990s.

Arkady Volozh, co-founder and CEO of 
Russian search engine Yandex, remem-
bers the first time he saw her. The year 
was 1991. Volozh walked into his tiny 
Moscow apartment – which also served 
as an office for his start-up, housing not 
just his wife and two children but two 
computers and four or five programmers 
writing code. Dyson, who had been grant-
ed a preview of the prototype by Yandex’s 
co-founder, was sitting on the floor, taking 
it all in. Volozh wondered ‘who is this 
American woman?’

Flash forward to 2012. Everyone in 
the Russian IT sector knows Dyson, who 
went on to become an advisor and inves-
tor in Yandex as well as many other local 
start-ups. And everyone in Russia knows 
Yandex. Now the country’s most popular 
search engine, the company raised $1.4 
billion last May in an initial public offer-
ing on Nasdaq. 

Dyson wasn’t the only investor to dive 
in early. Intel Capital got into the mar-
ket a few years later, in 2003, investing 
in Yandex and two other Russian tech 
companies that have gone on to great 
success: Acronis, a maker of storage 
management and disaster recovery soft-
ware and SWsoft (now called Parallels), 
which makes virtualization and automa-
tion software. 

 vc gold Rush 

Other early movers include Cisco, 
which in April 2007, co-invested together 
with Holtzbrinck Ventures and Index 
Ventures in a $18 million round in Ozon, 
the Russian Amazon.

These investors pretty much had the 
field to themselves. No longer. Russia 
is experiencing a gold rush of sorts, as 
venture funds from the U.S and Europe 
attempt to cash in on the largest and fast-
est-growing Internet market in Europe.

“The volume of venture investment 
activity and the arrival of new venture 
funds in the past six to nine months has 
ramped up pretty dramatically,” says Bri-
an Feinstein, Russia director for Bessemer 
Venture Partners, another early investor 
in Parallels.

Russia is getting lots of buzz, thanks 
in no small part to the sheer size of its 
Internet market and its increasingly 
flush middle class, which has disposable 

income to spend online, says Feinstein.  
The potential profits to be made from 
serving Russia’s consumers are clear, 
thanks to successes such as Ozon, Yandex, 
and mail.ru, an operator of Russian social 
networking, instant messaging and on-
line game sites which raised $972 million 
when it went public in London in 2010.

“The volume of venture 
investment activity and 
the arrival of new venture 
funds in the past six to nine 
months has ramped up pretty 
dramatically,” says Brian 
Feinstein, Russia director for 
Bessemer venture partners.

“There was a craziness after the Yan-
dex IPO — Russians got a flavor and a 
taste of technology as another vehicle for 
money making and literally overnight the 
space overheated,” says Alexandra John-
son, a partner at DFJ VTB Capital Aurora, 
a Russia-focused seed and early stage 
emerging technology venture fund with 
offices in Silicon Valley and Moscow. It 
is part of the DFJ Network, a fund family 
with over 30 offices and more than $6 bil-
lion under management and also includes 
one of the largest financial and investment 
banking groups in Russia: VTB.

While e-commerce captures the hype 
and the headlines, serious money is also 

being poured into material sciences. To 
that end, DFJ VTB Aurora is teaming 
with Rusnano, a multi-billion dollar gov-
ernment fund with a mandate to give 
Russia the lead in nanotechnology by 
accelerating the development of nano-
tech products.

 baRRieRs coMing doWn 

DFJ VTB Capital Aurora Innovation 
& Nanotechnology Fund, a $100 million 
fund that is 50/50 financed by Rusnano 
and VTB Capital and is managed by VTB 
Capital, invested in two nanotechnol-
ogy start-ups in April. One, a US-Russian 
start-up named Rolith, develops nano-
structured coatings for solar energy, green 
building, solid state lighting and efficient 
display products using a proprietary na-
nolithography technology. It was founded 
by Boris Kobrin, who earned a PhD in 
Physics from the Institute of Chemical 
Physics in Moscow. DFJ VTB Capital Au-
rora also invested $6 million in a German 
nanotech company, SmS Tenzotherm, 
co-founded by Vladimir Kaminski from 
the Ioffe Physical-Technical Institute in 
Saint Petersburg.

A condition for Rusnano to invest is 
that start-ups outside Russia agree to 
move business or research and develop-
ment there. Venture capitalists in Silicon 
Valley don’t necessarily consider that a 
barrier. “If anyone told me three years 
ago that we would consider production 
somewhere in Russia for our companies 
I would not have believed them but now 
it is possible — why not?” says DFJ VTB 
Aurora’s Johnson. “We are open to inves-

tigating production in Tatarstan – of all 
the Russian regions they have really got 
their act together — and other regions 
in Russia are picking up as well, so I am 
more optimistic.” 

Although there is a lack of management 
talent, the availability of highly-educated 
world-class engineers, mathematicians, 
statisticians and scientists in Russia is an 
added plus for foreign investors. 

But for all the optimism, investors say 
caution is merited. Russia is known for 
rampant corruption and is not the easiest 
place to do business. “It is a challenging 
and tricky market,” says Guiseppe Zocco, 
a partner at Index Ventures. “You need 
good visibility, so it’s important to have 
a local partner.”

For some investors, the Skolkovo 
Foundation is now playing that role, help-
ing foreign funds scout for new deals and 
making it easier for them to do business 
in Russia. Bessemer has just partnered 
with Skolkovo, pledging to invest $20 
million in exchange for priority access to 
the Skolkovo Foundation’s most promis-
ing projects.

“Having made a few investments in 
Russia that have generated attractive re-
turns Bessemer feels comfortable making 
that kind of commitment,” says Feinstein. 
As more venture funds test the waters in 
Russia the Skolkovo Foundation can only 
hope that more investors will come to the 
same conclusion.

 

Eric Sylvers contributed reporting to 
this story

vCs are Flocking to Russia
Although some caution is still warranted, a growing number of VCs are investing  
in Russian start-ups. The secret for many: a good local partner.

 By jeNNIFeR L. sCHeNkeR

In 1988, not long after U.S. President 
Ronald Reagan signed a nuclear arms 
treaty with Soviet leader Leonid Gor-
bachev, Sasha Galitsky, a Ukranian 
computer scientist, the youngest na-
tional program leader for on-board 
computer systems and low-orbit data 
communication systems for the Soviet 
“Star Wars” response program, took 
a government-owned jet on a secret 
mission. As the plane sat on the runway 
in the industrial city of Votkinsk, the 
pilot mentioned that some travelers 
had missed their flight and needed a 
ride. Galitsky agreed, only to discover, 
to his horror, that the hitchhiker was 
none other than the newly-appointed 
American ambassador to the Soviet 
Union and his bodyguard, who were 
on their way to open a U.S. mission.

At the time Galitsky was not allowed 
to have any contact with foreigners. The 
KGB was waiting when he and his team 
returned to Moscow, whisking each away 
in a separate car for questioning.

Fast forward to 2012 and Galitsky is 
making a career of building bridges with 
the United States, traveling to Silicon Val-
ley as often as once a month.

Then, as now, Galitsky, a scheduled 
speaker at DLD Moscow, is one of the 
most influential persons in the Russian 
tech industry. A connector in every sense 
of the word, on any given day you might 

find him in the Kremlin or hanging out 
at Eric Schmidt’s office at Google head-
quarters in Silicon Valley.

Everybody knows Sasha. Galitsky 
served as one of the top technical execu-
tives for the Soviet Space Agency and De-
fense industry. Between 1979 and 1992 
he was responsible for the design and 
implementation of satellite and spacecraft 
software, as well as computer and data 
communication systems. After that he 
started the first of five companies, the 
beginning of his career as a serial entre-
preneur. Esther Dyson invested in one of 
his start-ups. So did Sun Microsystems, 
after he impressed impressed Bill Joy, 
Geoff Baehr and John Gage (all three of 
whom are now working as venture capi-
talists in Silicon Valley) with pioneering 
WiFi technology .

Baeher, Sun Microsystems’ former 
chief network officer, describes how 
astonished he and his Sun colleagues 
were when Galitsky and his team dem-
onstrated how they could build ad hoc 
wireless networks back in 1992. “At the 
time there was no chipset to do this; they 
designed the complete radio frequency 
side of it,” he says. Sun was so impressed 
it made its first-ever investment in a Rus-
sian company. 

Galitsky has over 30 patents for numer-
ous inventions, including parallel process-
ing, WiFi and VPN security technolo-

gies and was named a global Technology 
Pioneer by the World Economic Forum 
in 2000.

“my dream was to create 
a fund to help Russian 
entrepreneurs that could serve 
as a bridge between Russia 
and california,” says galitsky

Although he didn’t excel at operations, 
as an entrepreneur “his concepts were 
way ahead of the market,” says Dyson. 

In 2003 Galitsky made the transition 
from entrepreneur to investor, creating 
the Information and Communications 
technology investment practice at Russian 
Technologies, one of the first venture capi-
tal funds in Russia. It was a tricky position 
because final approval on deals had to be 
given by a group of oligarchs. And Galit-
sky did not always agree with their deci-
sions. For example, the fund gave a bridge 
loan to Evernote, a popular web service/
application that allows users to collect 
and easily retrieve noteworthy moments. 
Evernote was founded by Russian serial 
entrepreneur Stepan Pachikov. But the 
oligarchs then decided the wildly popular 
service — which later attracted funding 

from venerable Valley firm Sequoia — was 
of no interest and demanded repayment.  

 “My dream was to create a fund to 
help Russian entrepreneurs that could 
serve as a bridge between Russia and 
California,” says Galitsky. In 2008 he was 
able to realize that dream, closing a $72.5 
million fund called Almaz Capital, with 
the financial backing of Cisco Systems, 
EBRD and UFG Asset Management: all 
non-Russian investors.

 gReat intuition 

Almaz Capital was honored in May by 
the Eurasia Center with its Star of Excel-
lence Award for “monumental work in 
building successful technology invest-
ments in the Russian Federation.” Its 
portfolio contains two of the most suc-
cessful Russian tech companies to date: 
Yandex, which has a market cap of over 
$7 billion and Parallels, a global software 
automation and virtualization company 
that is expected to go public soon. Invest-
ments bridge both companies geared for 
the Russian market and those aimed at 
the global market.

Those who know him well describe 
Galitsky as modest, kind-hearted and non-
aggressive, adjectives not often used to 
describe men in the macho, hard-driven 
world of venture capital.

Yet, Dyson and others  consider him a 
“great investor,” and a generally all-around 
nice guy. “He is a good guy, honest and 
trustworthy,” adds Dyson, echoing the 
comments of many who know Galitsky.

Galitsky was an early investor in Paral-
lels, which was founded by Serguei Bel-
oussov, one of Russia’s other high-profile 
serial entrepreneurs.

Says Beloussov : “In his own way Sasha 
has very good intuition about technology: 
the explanations why often make no sense 
to me but he usually proves to be right. 
And, he has even better intuition when 
it comes to business people.” 

In his spare time, Galitsky, who is raising 
an Almaz Capital II fund, serves as advisor 
to Runa Capital, an early-stage Moscow-
based fund co-founded by Beloussov, and 
is chairman of the advisory board for the 
Russian Venture Company (RVC). 

He is also a member of the Skolkovo 
Foundation Council, along with Google’s 
Schmidt and Cisco’s John Chambers.  

Galitsky works hard,  constantly trave-
ling around Russia and between Russia 
and Silicon Valley. “That helps him to find 
a lot of opportunities,” says Beloussov, 
“and because Sasha knows so many peo-
ple opportunities find him.”

 

 
By jeNNIFeR L. sCHeNkeR

Russia’s Consummate Connector
Sasha galitsky, a scheduled speaker at dld  
moscow, is Russia’s go-to guy for anything having  
to do with technology.sasHa gaLItskY IN BRIeF

Born: zhitomir, ukraine

education: phd in computer 
Science, defense Research institute

job experience: Worked on Russia’s 
Star Wars program and led national 
program for onboard computing 
and information systems, digital 
communication 

Companies Founded: Elvis+, 
Trustworks, Elvis Telekom, npc 
ElviS, EzWim

venture Funds Launched:  
almaz capital

affiliations: advisor to Runa capital, 
member of Skolkovo Foundation 
council, chairman of advisory Board 
for Russian venture company

Notable achievements: pioneered 
an early form of WiFi  and vpn 
technology, attracting Sun 
microsystems’ first-ever investment 
in Russia, World Economic Forum 
Technology pioneer

souRce: skolkovo
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1998

Incorporation  
of OZON . ru – 
Russia’s online 
book store

2000–2001

OZON . ru  
expands into 
video, music, 
DVD  
and games

2002–2003

National delivery 
network 
company 
O’Courier, 
incorporated. 
OZON . ru adds 
Business, 
Children’s, 
used & out-of-
print categories 
in books

2004–2005

OZON . ru 
expands into 
electronic goods, 
introduces photo, 
video and foreign 
sales

2006–2007

Opening 
of Horisont-2, 
fulfillment centre 
in Tver. OZON . ru  
expands into 
Home and 
Deco, Toys, 
Presents, Sport 
and Leisure, 
Beauty & 
Jewelry. 
Increases 
consumer 
electronics lines

2008–2009

OZON . travel 
opens 
for business.  
Expansion 
in Tver, with 
opening of 
new fulfillment 
facility 
(Borovlevo-2) 
Foreign 
books & Digital 
books added 
to OZON . ru 
categories. 
Establishment 
of merchant 
platform

2010

Digital growth. 
Introduction 
of OZON Galaxy 
E-reader, and 
print-on-demand 
service “Vinyl” 
project

2011

OZON Holdings 
raises second 
round funding: 
a $100M 
investment. 
OZON . ru moves 
into fashion with 
Shoes category

2012

OZON Holdings’ 
makes its 
first major 
acquisition, 
online shoe 
seller Sapato . ru. 
Group 84% 
y-o-y growth in 
sales of $304M. 
OZON . ru passes 
$1M/day in sales 
for the first time

Celebrating 14 years of success

[ Russia’s leading online retailer ]

[ Online travel agency ]

[ National delivery network ]

[ Shoes & accessories ]

OZON
 HOLDINGS

 
By jeNNIFeR L. sCHeNkeR

Outside of Russia, the U.S., China, South 
Korea and the Czech Republic, there 
is little, if any, competition in search. 
While no other search provider can 
yet challenge Google on a global scale, 
Russia’s Yandex is out to prove that the 
game isn’t over yet.

Last year Yandex, Russia’s most popu-
lar Internet search engine, raised $1.4 
billion in an initial public offering on 
Nasdaq, significantly more than either 
LinkedIn or Groupon. At the time it was 
the biggest IPO for an Internet company 
since Google listed in 2004.

Yandex is using its war chest to expand 
outside of its home market, hoping to get 
a leg up on Google by introducing search 
engine technologies that are particularly 
well adapted to developing markets. 

Since September Yandex has been 
making a big push in Turkey. If things 
continue to go well in that market the 
company says it will seriously consider 
further international expansion.

“If you have 99% market share it is 
almost impossible for others to come in 
and start to compete,” says Yandex Chief 
Technology Officer Ilya Segalovich, who 
co-founded the Russian search engine 
company with Arkady Volozh, a sched-
uled speaker at DLD Moscow. “But in 
some markets, like Turkey and maybe 
some others, we are mounting quite a 
unique attempt to disrupt this picture.”

While Google controls more than 90% 
of the search market in Western Europe, 
it is not as well-established in the rapid-
ly-growing Turkish market, which has 
an estimated 35 million Internet users. 
Turkey is already the sixth-largest In-
ternet market in Europe, and boasts the 
third-highest number of average hours 
spent online per user in Europe — 33.9 — 
and the highest average number of page 
views per visitor, according to a February 
2012 comScore Media Metrix report.

Instead of just localizing its existing 
services Yandex custom-built an entirely 
new product — tailored specifically to web 
users in Turkey.

 think local 

A unique, local approach has worked 
well for Yandex in Russia and the CIS. 
Google entered Russia in 2001 and 11 years 
later remains far behind, despite its global 
brand and the bundling of its search en-
gine with its Chrome browser. Yandex 
retains over 60% of the market in Russia, 
which, according to comScore, is now the 
biggest Internet market in Europe. 

“We decided to try and apply the same 
idea, very much locally focused, in Tur-

key,” says Segalovich. “Google’s approach 
is global; it develops something and then 
rolls it out across the world. Our approach 
is to be more local, and focus on things 
tied to a country’s specific culture, such 
as a different way of paying. We look at 
what is missing in a market and then de-
velop that.”

One of its most important – and popu-
lar — differentiators in Turkey is its traf-
fic tracker map application. In the U.S., 
Western Europe, and most developed 
countries governments use sophisticated 
technology to track traffic, so there was no 
need for Google to develop such a service 
when it started out. 

But such technology is lacking in Rus-
sia and in many developing countries. 
Moscow, for example, is known for its 
traffic jams. Yandex developed, back in 
2005, a way to distribute an app so that 
drivers could send their locations, and 
based on speed and direction draw the 
map of traffic in real time. Now it is apply-
ing the real-time traffic technology that 
it has been pioneering for seven years in 
Russia to Istanbul and Ankara.

In Turkey, Yandex says it also has first 
mover advantage in several areas. Google 
Street View has not yet been introduced, 
so Yandex launched its own Panorama 
service. The company is also ahead of 
Google in offering free streaming music 
through search pages.

Yandex has a few other advantages: it 
has already developed its own interna-

tional index. (In contrast, Chinese search 
giant Baidu relies on Bing outside China). 
It also offers products that go way be-
yond search, including photo-sharing 
and professional networking, its own mail 
service (protected by its own anti-spam 
technology), news clustering and aggrega-
tion, blog search, free Web hosting, price 
comparison between Internet e-tailers, 
mobile search, and a homegrown elec-
tronic payment system.

 seaRch is changing 

“Clearly Google has won the search 
market as it is now,” says Internet guru 
Esther Dyson, a Yandex board member. 
“But search is changing. The real question 
is what comes next.“

Segalovich believes the company is 
well positioned to provide an answer. 
Building on its 20 years of experience in 
search, Yandex is honing semantic tech-
nology that will not just extract data but 
present it on a web search page and help 
users to interact with the information.

To stay ahead of the game, Yandex has 
been buying four to six start-ups a year 
and is hunting for more.

The company is shoring up its mobile 
presence through the acquisition of mobile 
software developer SPB Software. Like 
China’s Baidu, Yandex is likely to build on 
top of Android. Expect several consumer-
focused launches in this space in late sum-
mer and early next year, says Segalovich. 

In the meantime the company is mak-
ing a concerted effort to expand its sphere 
of influence in the global tech sector. It 
recently invested in Seed Camp, the Lon-
don-based early-stage seed investment 
fund and mentoring program for start-
ups. Yandex will acquire a small stake in 
start-ups supported by Seed Camp, a way 
of getting a window onto new technolo-
gies. “We also have some plans for start-
ups to use our APIs,” he says. Beyond that, 
Segalovitch says Yandex wants to help 
young European companies – including 
those in non-search-related fields – to 
expand into Russia, yet another way for 
Yandex to show the world that Google is 
not the only game in town.

Can Russia’s Yandex Bring 
Freedom of Choice to search?1997

www.yandex.ru launched
THE COMPANY WAS  
INCORPORATED IN 2000

 yandex at a glance 

24 May 2011
IPO On nasdaq
current market caP: 

$7.18 billion 
(AS OF MAY 17, 2012)

79.4 Millon
mOnthly users fOr 
all yandex sItes
MARCH 2012

4.4 Billion
number Of mOnthly 
search querIes 
MARCH 2012

60%
dOmestIc market share

GeOGraPhIcal sPread
russIa, ukraIne, 
kazakhstan,  
belarus, turkey

yandex co-founder arkady volozh,  
a scheduled speaker at dld moscow.

“if you have 99% market 
share it is almost impossible 
for others to come in and 
start to compete,” says 
yandex chief Technology 
officer ilya Segalovich. “But 
in some markets, like Turkey 
and maybe some others, we 
are mounting quite a unique 
attempt to disrupt this picture.”
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For those who think choosing a refrig-
erator is all about deciding whether 
the freezer should be on the top or the 
bottom, Lapo Elkann would like to have 
a minute of your time.

Last month the Italian designer and 
entrepreneur, the scion of the Agnelli 
family that controls Italian carmaker Fiat, 
introduced the world to the first refrig-
erator completely covered in denim. Yes, 
denim, but without the pockets or the 
zipper and specially treated to make it 
easily cleanable and resistant to stains.

The refrigerator is just the latest on a 
long list of products to come out of Italia 
Independent, the design company El-
kann founded in 2007 that specializes in 
reinterpreting classic icons in the world 
of appliances, clothing, home decor, cars 
and other consumer goods.

“I am extremely turned on by innova-
tion,” says the 34-year-old style icon and 
notorious playboy, a scheduled speaker 
at DLD Moscow, a conference that takes 
place May 27th-May 29th. “But I am not 
interested in innovation just for innova-
tion’s sake. It must be something that is 
fresh and brings something new because 
of its ability to be different. It needs to 
be useful to the world, the industry you 
are working with and the vision you are 
creating for the company. It also needs to 
be interesting for the market and it needs 
to be clever and intelligent.”

 italian style FoR the WoRld 

That’s no small order for Elkann and 
his team who in their efforts to continually 
push the limits of design have worked on 
a myriad of products that run the gamut 
from the humble BIC lighter to Ferraris.

“I can be working on a lighter that costs 
one euro or a plane that costs many mil-
lions of euros and I always want to deliver 
the best,” says Elkann. “It’s not a question 
of price, but of taste and energy.”

Elkann, born in New York city, spent 
his childhood in England, Brazil, the 
French Alps and ultimately Paris for high 
school, before crossing the English Chan-
nel to attend London Guildhall University 
(now part of the London Metropolitan 
University). All the early jet-setting 
stamped Elkann’s very Italian core with 
an international imprinting.

With a declared mission of “exporting 
Italian style to the world.” Elkann and his 
designers say they take inspiration from 
Italy’s past and present as well as new 
technologies and new materials, such as 
the nanotechnology-based coating that 
covers the denim refrigerator.

“Design and technological innovation 
are one world, they co-exist,” says Elkann. 
“The objectives are the same, to make the 
world less complicated and better to live 

in. I could not reach my goals with my 
team without the technology. Technology 
facilitates the life of individuals like me 
so they are able to best deploy their ideas, 
projects and strategic visions.”

Other Italia Independent creations 
include designs for clothing, helmets, 
phones and sunglasses. In May the com-
pany introduced a line of sunglasses to 
celebrate the victory of the Juventus club 
in Italy’s top soccer league. For 147 euros 
fans of Juventus, which is owned by El-
kann’s family and whose president, An-
drea Agnelli, is Elkann’s cousin, can have 
sunglasses in the team’s signature black 
and white to complement the usual jer-
seys, hats and scarves in the team colors.

“design and technological 
innovation are one world, 
they co-exist,” says Elkann. 
“The objectives are the 
same, to make the world less 
complicated and better to 
live in. i could not reach my 
goals with my team without 
the technology. Technology 
facilitates the life of individuals 
like me so they are able to best 
deploy their ideas, projects 
and strategic visions.”

Elkann was at the stadium in Turin, 
where Juventus is based, for the final 
game of the season to celebrate the vic-
tory. As his characteristic flamboyance 
at all his public outings demonstrates, 
Elkann clearly relishes his status as a com-
bination Italian playboy, bad boy and style 
trend-setter. Vanity Fair put him in its 
Best Dressed Hall of Fame in 2009. The 
Spanish and German editions of GQ voted 
him Man of the Year in 2007 and the U.S. 
edition of the magazine in 2010 placed 
him among the 25 sexist men in the world. 

Eric Wright, the menswear designer who 
oversees Italia Independent’s clothing line, 
compares Elkann, who is perpetually being 
linked to sleek cars and even sleeker women, 
with movie actor Steve McQueen. Elkann 
“loves cars, beautiful women and his outfits 
always reflect a certain style, with silhou-
ettes that hardly change, thus becoming 
classics,” Wright has been quoted as saying.

“Lapo has been a constant source of in-
spiration for Eric, and with him, the world 
around him: his wardrobe, his friends, his 
colleagues, his family, his cars,” according 
to the company.

The main colors of Italia Independ-
ent’s 2012 Spring-Summer clothing col-
lection — military green, Bugatti blue, 
red, burgundy, blue black, yellow and sky 
blue — were inspired by a day that Wright 
and Elkann spent at Ferrari’s Centro Stile 
in Maranello, according to the company. 

Italia Independent collaborates with 
Borsalino for hats, Arfango for footwear, 
Orciani for bracelets and with Schedoni 
— a leather goods manufacturer from 
Modena which works with Ferrari, Rolls 
Royce and Maserati – to create carbon-
finished fiberglass handbags.

The eclectic collection emulates El-
kann’s diverse experiences and influ-
ences. Just out of university Elkann, the 
stepson of a Russian count, worked as the 
personal assistant to former U.S. Secre-
tary of State Henry Kissinger before mov-
ing a year later to Fiat where he eventually 
became the head of brand promotion. 
In that position he played a key role in 
re-launching several Fiat models includ-
ing the iconic 500. Though he left Fiat in 
2006 following a nearly lethal overdose 
of cocaine, heroin and alcohol that land-
ed him in a Turin hospital, Elkann still 
owns a controlling stake in the company 
together with his brother John (who is 
Fiat’s chairman) and sister Ginevra.

 teaMWoRk 

In addition to Italia Independent, 
Elkann co-founded LA Holding, which 
incubates new ideas and does strategic 
consulting to help re-launch brands. He 
also runs Independent Ideas, an advertis-
ing agency that most recently powered 
the Juventus Museum launch, conceiving 
naming, logo, brand identity, advertising 
campaign and banners, the launch event 
and a limited edition “J Book” catalogue.

While Elkann is the undisputed face of 
Italia Independent and all the ventures 
connected to LA Holding, he insists that 
it all comes down to teamwork.

“What is key is to be able to put your 
ego aside as often as possible by work-
ing in a team,” says Elkann. “Whenever 
I work on a project, whether it be for me 
or for somebody else, I always work in a 
team. I never work alone.”

Elkann, who travels eight months a 
year and has as his main base Milan and 
Maranello, the small town near Bologna 
where Ferrari is based, says a designer 
must have the humility to step back and 
realize that the market may not yet be 
ready for a particular product.

“You have to avoid the arrogance that 
might get you to push a product onto the 

market too early,” says Elkann. “We want 
to build things that last. My products are 
not a one night stand. I don’t take them 
to bed and then leave the next morning.”

Oh, on the denim-clad refrigerator, 
Italian appliance manufacturer Smeg 
made only 500, so you may already be too 
late. Not to worry: Elkann has some other 
surprises that he promises will dazzle.

 

 
By eRIC sYLveRs

pushing the Limits of design

01

02 03

01: The FaB28, designed by italia independent and italian appliance manufacturer Smeg, is entirely covered in denim. What is being billed as the world’s first denim-covered 
refrigerator was presented at milan’s furniture fair in april. only 500 were made available to the public.
02:  Façonnable and italia independent created a limited edition line of colorful sunglasses they call “a marriage of italian design and French Riviera allure”.
03:  The main colors of italia independent’s 2012 Spring-Summer clothing collection were inspired by a day spent at Ferrari’s centro Stile in maranello.
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“i am extremely turned on by innovation,”says italian 
designer and entrepreneur lapo Elkann.
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MOst LIkeLY 
tO eXIt sOON

 paRallels 

(www.paRaLLeLs.COM)
ReNtON, wasHINgtON
what it does: This virtualization company 
offers a way for users to run different operating 
systems on one computer. It’s now moved into 
cloud and hosting provision, and to emerging 
platforms, such as the iPad.
why it’s hot: Founded by Sergui Beloussov, 
one of Russia’s most successful serial 
entrepreneurs, the company now has 
revenues of over $100 million, is considered 
a global market leader, and is expected to go 
public soon.

 acRonis 

(www.aCRONIs.COM)
BuRLINgtON, MassaCHusetts
what it does: disaster recovery and data 
protection software for physical, virtual and 
cloud environments. 
why it’s hot: Another global company founded 
by Moscow-based Sergui Beloussov, a Russian 
serial entrepreneur-turned-venture capitalist, 
Acronis has revenues of over $100 million. Its 
software is sold in more than 90 countries and 
the company is expected to go public soon.

gROwtH stage

 acuMatica 

(www.aCuMatICa.COM)
MCLeaN, vIRgINIa 
what it does: cloud-based enterprise resource 
planning and financial software.
why it’s hot: The company has 150 customers 
and posted a 300% year-on-year growth in sales 
in Q1 of 2012. Keeping track of the financials 
is something every business needs to do and 
a canny provider of ways to do this is likely to 
remain hot, even in a chilly economic climate.

 alteRnativaplatFoRM 

(www.aLteRNatIvapLatFORM.COM)
peRM, RussIa
what it does: Develops and supports technical 
solutions for multiplayer browser games.
why it’s hot: Its proprietary Flash-3D engine, 
GUI and high-performance server technology 
allow developers to create unique browser 
games and applications for social networks, 
two areas where smart money and developer 
attention are focused.

 nginx 

(www.NgINX.COM)
saN FRaNCIsCO, CaLIFORNIa
what it does: open source web server
why it’s hot: This Russian company’s software 
powers some of the biggest companies on the 
web, including Facebook, Wordpress, Zappos, 
and Yandex.

  Jelastic    

(www.jeLastIC.COM)
paLO aLtO, CaLIFORNIa
what it does: Another infrastructure 
company born in the east (the company 
says it’s American/Russian/Ukrainian) and 
headquartered in the west, this small platform-
as-a-service offers developers of Java 
applications a hosted platform based around 
standard software stacks.
why it’s hot: More than 15,000 developers use 
Jelastic and the company has partnerships 
with well-known hosting companies such as 
Servint, Host Europe and Dogado.

e-LeaRNINg

 dnevnik.Ru 

(www.dNevNIk.Ru)
saINt peteRsBuRg, RussIa
what it does: The first social educational 
network in Russia that aims to create a single 
platform for all participants (teachers, students 
and their parents) in the education process. 
why it’s hot: More than 80% of Russian schools 
using any IT system use Dnevnik’s platform.

 lingualeo 

(www. LINguaLeO.Ru)
MOsCOw, RussIa
what it does: LinguaLeo is the biggest  
interactive online language learning web 
service in the CIS.
why it’s hot: More than one million users learn 
and practice their English on the site, which is 
only two years old and has no marketing budget. 

egaMINg

 gaMe insight 

(www.gaMe-INsIgHt.COM)
MOsCOw, RussIa
what it does: Mobile and social gaming.
why it’s hot: The company has developed 15 
active social games, 6 iOS titles, 6 Android 
titles and a fast-growing gaming platform and 
is looking to reach annual revenues of $150 
million this year. 

 zeptolab 

(www.ZeptOLaB.COM)
MOsCOw, RussIa
what it does: mobile games
why it’s hot: Zeptolab hit paydirt with its game 
Cut the Rope. According to the latest data 
from the Apple App Store, Cut The Rope was 
number five on its paid-for applications list 
for the iPhone. At the end of last year Zeptolab 
celebrated some 60 million downloads of the 
game and 1.6 million daily unique users. 

e-COMMeRCe

 oktogo 

(www.OktOgO.Ru)
MOsCOw aNd saINt peteRsBuRg, 
RussIa
what it does: Online travel agency serving 
Russian travelers.
why it’s hot:.The founders of Oktogo.ru 
were also the founding team members of 
Russia’s leading online property, Mail.ru. 
Angel investors and advisors to the company 
include Javier Perez-Tenessa (founder and 
CEO of Odigeo and eDreams), OLX founder 
Fabrice Grinda and Jose Marin (founder of 
IG Expansion). With that kind of clout, and 
$15 million in venture capital under its belt, 
Oktogo should do well in the online bookings 
arena, which is predicted to grow to $3 billion 
in Russia by 2015.

 ecWid 

(www.eCwId.COM)
MOsCOw, RussIa
what it does: Commercial open source 
shopping cart software.
why it’s hot: Raising $1.5 million in funding 
from Runa Capital at the end of last year, 
Ecwid helps set up online stores on websites. 
The service is free for stores with fewer than 
100 products; bigger online retail outlets pay 
via a monthly plan. Payments are handled 
by all the big providers including PayPal and 
Google Checkout. The aim is to be hassle-free: 
users can drop Ecwid’s widget on to a web 
page or a Facebook page. In May it announced 
that it was expanding its reseller program to 
include web hosting providers. 

 QiWi 

(www.qIwI.COM)
MOsCOw, RussIa
what it does: Simple integrated payment systems.
why it’s hot: Not everyone who wants to 
pay online can, so Qiwi’s 120,000 payment 
kiosks are a very smart move, offering a way 
for services from banks and credit cards to 
insurers and social networks to collect money. 
The company also offers a Qiwi Wallet and 
virtual Visa cards.

 ozon 

(www.OZON.Ru)
MOsCOw, RussIa
what it does: Internet shop selling Russian 
language goods – books, movies, music, 
and software.
why it’s hot: The Amazon of Russia is Russia’s 
e-commerce leader, claiming 5.6 million 
registered users just over a year ago. Last year 
it raised $100 million in funding — one of the 
largest rounds ever raised by a Russian company. 
Given the headroom for growth in online 
shopping in Russia, this market leader should be 
able to build on its already strong position.

 kupivip 

(www.kupIvIp.Ru)
MOsCOw, RussIa
what it does: Russia’s first online shopping club.
why it’s hot: KupiVIP offers online designer 
brand sales with discounts of up to 70%. The 
company is projected to make revenues of 
$300 million this year. However, it’s also  
built a reliable logistics infrastructure and is 
looking to capitalize on the data it gathers from 
its 200,000 registered shoppers, making it a 
well-integrated company with services  
to capitalize on. 

 biglion 

(www.BIgLION.Ru)
MOsCOw, RussIa
what it does: Daily deals website.
why it’s hot: Despite general scepticism about 
the Groupon model, this Russian clone is 
nonetheless delivering the goods, with a 
reported $15 million in monthly revenues and 
an estimated investment of $25 million from 
Tiger Global Management. 

 WikiMaRt 

(www.wIkIMaRt.Ru)
MOsCOw, RussIa
what it does: Provides a marketplace plus 
logistics services including order fulfilment, 
accounting and legal support, as well as other 
e-commerce marketing tools.
why it’s hot: Founded in 2008 by two Stanford 
students, Russia’s “first online shopping mall”  
raised $30 million in March from Tiger Global 
and an unnamed financial investor in Russia. 

 avito 

(www.avItO.Ru)
MOsCOw, RussIa
what it does: Online classified site modelled  
on craigslist.
why it’s hot: Avito offers ads in major Russian 
cities including Moscow, Saint Petersburg and 
as far east as Ekaterinburg in Siberia. Earlier 
this year it raised $75 million in funding from 
local private equity group Baring Vostok and 
global venture capitalists Accel Partners, 
adding to funds already contributed by 
Kinnevik and Northzone. Avito claims 40%  
of Russian web users visit the site at least  
once a month.

 vk 

(www.vk.COM)
saINt peteRsBuRg, RussIa
what it does: Russia’s equivalent of Facebook.
why it’s hot: Vk.com claims to have more than 110 
million registered users, with 33 million logging 
on every day. Forbes reckoned its revenues to 
be $152 million at the end of last year, though 
it recently ran into trouble when a Russian 
court rules that its file-sharing service infringes 
copyright, which might curb its popularity.

 ostRovok 

(www.OstROvOk.Ru)
MOsCOw, RussIa
what it does: Online travel service for  
Russian users.
why it’s hot: Less than two years old, this 
Moscow-based company is reckoned to be 
Russia’s fastest-growing online booking 
services. With funding of $13.6 million and a 
staffing roster that includes people from big 
web beasts such as Yandex, booking.com and 
Google, among others, Ostrovok looks set to 
tap into what is considered to be a booming 
market in Russia. 

uNdeR tHe RadaR

 alteRgeo 

(www.aLteRgeO.Ru)
MOsCOw, RussIa
what it does: AlterGeo, formerly known as 
Wi2Geo, is a leading social, local, mobile 
service in Russia and the CIS. As with 
FourSquare, AlterGeo allows users to “check 
in” to locations, see where their friends are, 

win points and receive discounts.
why it’s hot: AlterGeo has partnered with 
thousands of restaurants, bars, cafés, shops, 
clubs, beauty salons, etc.; as of March 2012, it 
had more than 900,000 users, mostly in Russia 
and Ukraine.

 Rock FloW dynaMics 

(Http://RFdYN.COM)
MOsCOw, RussIa
what it does: High-performance modeling 
software to simulate complex physical 
and chemical processes taking place in 
underground reservoirs during the extraction 
of hydrocarbons. 
why it’s hot: RFD has a global client base in 
the petroleum industry, with more than 
200 licenses sold worldwide. A $2 million 
investment from Intel Capital in 2010 is being 
used to open an office in Houston, Texas, and 
to expand international sales and marketing.

 vitapoRtal 

www.vItapORtaL.Ru
MOsCOw, RussIa
what it does: VitaPortal, a Fast Lane Ventures 
start-up, and one of Esther Dyson’s top three 
recent investments, runs a website offering 
“comprehensive and reliable information on 
medicine and health.” 
why it’s hot: The company, which has raised 
more than $1 million in seed funding, is aiming 
to become the WebMD.com of Russia. It 
already has  strategic relationships with the 
Ministry of Health and Social Development 
of the Russian Federation, major medical 
research centers and community organizations.

 speaktoit 

(www.speaktOIt.COM)
NewaRk, deLawaRe
what it does: Siri-like virtual buddy for  
Android  phones.
why it’s hot: With its expertise in artificial 
intelligence and computational linguistics, 
and with plans to develop for other platforms 
including Windows Phone, this small start-up 
– which is about to raise venture funding from 
a well-known U.S. VC firm — already has an 
impressive reach. 

 MetabaR.Ru 

(www.MetaBaR.Ru)
MOsCOw, RussIa
what it does: a free platform that automates 
the process of creating browser-based 
applications for Russian-based Internet sites.
why it’s hot: The company, headed by 
Michael Ushakov, a Yandex alumnus, is 
growing fast and is expected to soon branch 
out to other countries.

To identify the most promising Russian internet companies informilo 
asked investors in moscow, london, new york, Boston and Silicon 
valley to nominate and vote on companies outside of their own 
portfolios. many of the companies have moved their headquarters to 
the u.S. but all on the list have Russian roots. Some are well known, 
others are below the radar but unlikely to stay there for long. Below 
find our picks for the top 25:

RussIa’s 25 
HOttest teCH 
COMpaNIes
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By kate BevaN

The IT security landscape was a very 
different place in 1997. Hardly any-
body was online and computers were 
mostly threatened by macro viruses 
that arrived via infected documents that 
people shared via floppy disk. Spotting 
the potential market for software that 
combated the growing menace of mal-
ware, Russia-based Eugene and Natalya 
Kaspersky founded their eponymous 
company, Kaspersky Lab, to develop 
and distribute anti-virus software.

Fifteen years later, the Moscow-based 
company is ranked by technology con-
sultancy Gartner as the sixth-biggest 
vendor of security software worldwide, 
with 2011 revenues of $612 million. And 
the security landscape has changed dra-
matically. From worrying about macro 
viruses, businesses are now focused on 
the integrity and security of their data, the 
managing of which has become a sector 
in its own right.

Small wonder then that when Natalya 
Kaspersky decided to spin off her own 
business in 2003 she chose to focus on 
the next frontier in security technology: 
data loss protection (DLP). Infowatch, a 
privately-held group based in Moscow, 
doesn’t report revenues publicly, but the 
DLP market is a rapidly expanding sector: 
technology consultancy IDC forecasts 
the market to grow from $446.7 million 
in 2011 to $808 million by 2015.

 data leakage 

“We’ve seen a switch from a more tra-
ditional infrastructure protection offering 
towards protecting data,” says Ruggero 
Contu, a Gartner security markets analyst. 
And that data no longer resides solely on 
hard drives within a company: “Data is not 
resident in one area any more,” he adds. “It’s 
in the cloud, it’s mobile – it’s everywhere.”

This shift and the sheer explosion of 
data presents businesses with the chal-
lenge of how to keep track of it and how 
to protect it. Says Kaspersky: “Companies 
don’t know what data they have. The first 
problem is that the amount of data dou-
bles every year; it becomes difficult to 
handle. The second problem is that data 
in companies is unstructured: companies 
don’t have a system to organize their data. 
The third problem is data leakage: com-
panies don’t know what’s getting out. 
And the number of channels for leakage 
is increasing all the time.”

Those channels include everything 
from the malicious insider deliberately 
leaking information to the myriad per-
sonal devices such as mobile phones and 
laptops that people want to connect to 
their workplaces. “This is a big headache 
for the systems manager,” Kaspersky told 
Informilo during an interview. “People 
want to be connected to the corporate 
network but that means security is always 
playing catch-up.”

Data leakage is a constant headache for 
businesses of any size. It’s embarrassing 
at best and worse,  can damage business 
when a company’s data is compromised. 
Take the case of Sony, which was hacked 
not once, but twice, with millions of cus-
tomers’ passwords and credit card details 
compromised. Sony had egg all over its 
corporate face when it was revealed that 
those passwords had been stored in plain 
text and not encrypted.

“companies don’t know 
what’s getting out: the 
number of channels for 
leakage is increasing all the 
time,” says kaspersky lab co-
founder natalaya kaspersky,  
now cEo of infoWatch, a 
Russia-based data leakage 
protection company.

The problem for businesses is that 
data gets bigger literally every minute. 
Every time we log in to a website, pay 
for something online, transfer money or 
otherwise leave a footprint, that data is 
stored somewhere.

One of the biggest problems facing 
businesses is how to manage data held 
on a myriad of devices: many businesses 
are moving towards a “bring-your-own-
device approach,” allowing workers to 
choose their own hardware, which is 
subsidized by the company. This keeps 
costs down, but means that IT depart-
ments are faced with users whose devic-
es might contain a mix of personal and 
business documents. IT managers are 
also faced with compliance issues and 
with the sheer variety of devices that 
are trying to connect to the network. 

“All of these trends are forcing enter-
prises to move security controls close 
to data itself, in addition to the network 
and application infrastructure on which 
data lives and moves,” says a December 
2011 report by technology consultancy 
IDC. “Organizations that look only to 
application or network-based security 
will have a hard time containing and 
controlling the use of sensitive corpo-
rate data in this de-perimeterized, open 
computing environment.”

Infowatch handles data for clients in-
cluding the oil giant Gazprom and RusHy-
dro, the hydropower generation company. 
For the latter, the issues included improv-
ing protection of data held internally and 
also helping it comply with international 
protocols on data protection.

Infowatch has thus far been focused on 
big infrastructure issues for businesses, 
but its recent purchase of Germany’s Cyn-
apspro has given it expertise in managing 
the end of the infrastructure chain. Cyn-
apspro specializes in managing permis-
sions on mobile phones that connect to 
a corporate network and controlling the 
access points to the network. It’s a good fit 
for Infowatch, and should see Kaspersky’s 
business building a bigger presence in a 
market that is growing rapidly.

Symantec, McAfee (now owned by 
Intel), CA Technologies, Websense and 

RSA are ranked by IDC as the top five ven-
dors in the DLP space. InfoWatch is still 
considered a niche player by analysts, but 
then again, no one believed that it would 
be possible to build a top-ten global anti-
virus company from Russia when Natalya 
and her ex-husband Eugene first began 
building Kaspersky Lab. If the past is any 
indication of the future, Infowatch will 
prove to be a company worth watching.

 

data Loss Protection:  
the Next Frontier

2012    $539.6 
2013    $632.7
2014    $726.1
2015    $808

pROjeCted wORLdwIde data LOss 
pReveNtION ReveNue
(IN MILLIONs OF u.s. dOLLaRs)

2010-2015 Compound Annual  
Growth Rate (CAGR) = 17.4%
 
Source: idc, dec 2011

natalya kaspersky, co-founder of kaspersky lab and founder of data loss protection provider infowatch.

Cyber attacks sound like the stuff of 
dystopian nightmares, something from 
a novel of the future. But they’ve been 
a very real part of the security land-
scape for many years, and the attacks 
have ranged from malevolent pranks to 
embarrass businesses to the sustained 
series of assaults on Estonia’s infra-
structure in 2007. 

The attacks on Estonia began on April 
27, 2007, mostly taking the form of a dis-
tributed denial of service (DDoS) assault 
that swamped the country’s infrastruc-
ture: parliament, banks, government de-

partments and the media’s websites. The 
attacks lasted for three weeks, and while 
they were technically a fairly unsophis-
ticated and blunt assault, the country’s 
infrastructure was hit hard.

The attack brought cyber security to 
the top of the agenda for government of-
ficials everywhere, says Robert Pszczel, 
director of the NATO information office 
in Russia and a scheduled speaker at DLD 
Moscow. “When you have a major at-
tack like that, then it becomes a national 
security issue,” he says. “It makes people 
realize that we have to look at cyber space 
as a security issue.”

Russia is widely thought to have been 
behind the attack on Estonia, at a time 
when relations between it and its former 

Soviet satellite state were at a parlous 
low following a decision to move a war 
memorial from the center of the capital, 
Tallinn, which sparked protests from 
Moscow and riots among Estonia’s eth-
nic Russian community.

Nation states have been both the 
victims of and the aggressors in subse-
quent cyber attacks. More recently, in 
June 2010, Iran’s nuclear infrastruc-
ture was targeted by a very highly en-
gineered worm, dubbed Stuxnet, which 
unusually for such a piece of malware, 
infected computers running Micro-
soft’s Windows operating systems via 
USB keys rather than via the Internet. 
The worm reprogrammed software 
that instructed industrial machinery 

Cyber attacks Become a National 
and global security Issue
Cybercrime is a lucrative 
business: In 2013 cyber 
criminals from Russia alone 
are expected to double the 
$3.7 billion they raked in 
during 2011 via DDoS-attacks; 
social media fraud; social 
engineering used to steal 
personal information; attacks 
on crucial infrastructures; 
and telebanking frauds. 
While Russia’s Group I-B 
and Kaspersky, along with 
other security companies, 
are combating cybercrime 
globally, NATO is upping its 
efforts to combat other types 
of cyber threats. Informilo 
reports on the growing threat.

The internet has become part 
of our daily life – if it is under 
threat, society is under threat,” 
says Robert pszczel, director of 
the naTo information office in 
Russia, a scheduled speaker at 
dld moscow

 
By kate BevaN

attacks on the estonian government brought 
cyber security to the top of the agenda for 
government officials everywhere.

continued on page 18
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liant scientists and mathematicians but 
research is not always linked to the mar-
ket and there is still a lack of early-stage 
financing. The Skolkovo Foundation’s 
mission is to close the gap, says Steven 
Geiger, the Foundation’s chief operat-
ing officer.

 In addition to partnering with VCs, 
the Foundation has a program that is 
attracting the likes of EMC, Cisco, Mi-
crosoft, IBM, Dow Chemical, Johnson & 
Johnson and SAP to create and operate 
R &D centers in Skolkovo and co-invest 
in promising Skolkovo start-ups. The 
foundation is also opening the Skolkovo 
Institute of Science & Technology, in 
partnership with the Massachusetts In-
stitute of Technology, which is being 
billed as the world’s first graduate univer-
sity to fully integrate research, education, 
innovation and entrepreneurship.

The plan is for Skolkovo City to be-
come a hub for innovation in five technol-

ogy clusters: energy; IT; biomed; space 
and nuclear medicine; and materials. To 
ensure that the rest of Russia is not left 
out plans call for the creation of a “virtual 
Skolkovo” – a Web-based platform that 
will help spread the wealth, the expertise 
and the opportunities for budding entre-
preneurs in remote locations like Siberia. 
(See the map on the cover.)

 building entRepReneuRial spiRit 

That said, there are certain problems 
you can’t fix with money, say skeptics.

It is hard to infuse a culture with an 
entrepreneurial spirit. Countries in West-
ern Europe have been trying – and failing 
– to create mini Silicon Valleys for well 
over a decade. And governments have 
not proven to be good venture capitalists, 
since they need to be risk-averse and are 
not particularly adept at picking winners.

“It is a risky initiative on the part of 
the government,” says Igor Taber, Rus-
sia director at Intel Capital, another of 
the funds to sign up with the Skolkovo 
Foundation. “All the basic building blocks 
are there but there is a long way to go to 
create an ecosystem,” he says.

Today Russia has a handful of serial 
entrepreneurs; to succeed in its bid to 
become a premier global tech hub it will 
need hundreds, if not thousands. “I’d 
compare Russia to a well-funded start-
up; they have enough money and the right 
vision. Now they just have to execute,” 
Taber says. “If Russia gets it right there 
will be a big pay-off but it is no different 
from any other venture capital investment 
– success is not guaranteed.” 

 

companies such as search engine Yandex 
and software providers Parallels (then 
called SWSoft), Acronis and ABBYY Soft-
ware. (Galitsky was the tour’s president.) 
At the time, the companies had little, if 
any, Western investment and little pros-
pect of attracting it.  Times have changed. 
Yandex has a current valuation of over $7 
billion. All three of the other companies 
have gone global, with revenues of $100 
million or more, and a number of venture 
capitalists are kicking themselves for not 
entering the market sooner.

 going theiR oWn Way 

Parallels’ path says a lot about the 
progression of the Russian tech market. 
Shunned by western VCs in 2004, the 
software automation and virtualization 
company turned to Galitsky, who put in 
some of his personal funds. It went on to 
raise money from Bessemer, Intel Capital 
and Insight Venture Partners in June of 
2005. The company, founded by Russian 
serial entrepreneur Serguei Beloussov, 
raised another $11 million  in 2009, from 
Almaz Capital, a Moscow-based venture 
firm co-founded by Galitsky and backed by 
Cisco, EBRD and UFG Asset Management.

Parallels, now a Skolkovo resident, 
used a grant from the Skolkovo fund, as 
well as investment from the firm’s found-
ers, Beloussov and Ilya Zubarev, to move 
into cloud computing. It has just started 
selling its cloud product, which is one 
of the first projects from the Skolkovo 
IT center to have reached the market in 
Russia and abroad.

“i’d compare Russia to a well-
funded startup; they have 
enough money and the right 
vision. now they just have 
to execute,” says igor Taber, 
Russia director at intel capital.

Parallels Automation for Cloud In-
frastructure enables any hosting- or 
telecom-provider to rent out  virtual 
infrastructure, allowing them to compete 
with Amazon Web services. Parallels’ 
cloud technology has been purchased by 
several international service providers in 
Europe and South-East Asia, including 
Japan’s Tsukaeru.

The company is expected to go pub-
lic soon. As for its co-founder Beloussov: 
he simultaneously created another suc-
cessful international software company, 
Acronis, which has revenues of over $100 
million and is also expected to go public 
soon. That’s not all. Beloussouv and sev-
eral partners have launched a $135 million 
Moscow-based venture capital fund, Runa 
Capital, which focuses on early stage and 
growth companies, including several on In-
formilo’s Top 25 list (see pages 12 and 13).

 becoMing a staRt-up nation 

Russian companies like Parallels and 
Acronis, as well as Kaspersky Lab and 
ABBY Software, are all very successful 
global companies, but are still the ex-
ception, rather than the rule. However, 
they illustrate how the market is evolving. 
Two of the four managed to go global 
while maintaining their headquarters 
in Russia. Western venture capital, once 
scarce, is now available in abundance: just 
as money from DST Global, the Russian 
multibillion-dollar investment firm that 
has taken major stakes in Facebook and 
Groupon, is flowing into Silicon Valley, 
western venture capital is now pouring 
into Russia. (See the story on page 7.)

The domestic Internet market is 
booming, allowing for the creation of 
local giants like Yandex and Ozon. And 
Russia now has a circle, albeit small, of 
serial entrepreneurs who are advising 
and investing in younger companies, and 
whose ties with Silicon Valley are growing 
stronger every day.

The country’s large home market gives 
it an advantage over other tech hubs with 
smaller markets, such as Israel, And it 
is now home to dynamic entrepreneurs 
like Oskar Hartmann, who has helped 
launched 21 e-commerce companies in 
the last few years. (See the story on page 
2.) Still, no one is yet referring to Russia as 
a “start-up nation,” as they do with Israel.  

The Skolkovo Foundation hopes to 
change that. Russia is known for its bril-

While Russia claims that it is not set-
ting out to replicate Silicon Valley, it is 
trying to create a similar atmosphere 
– by building a greenfield mini city: 
Skolkovo City.

Skolkovo, which means “innovation 
city,” is being built outside Moscow on 
400 hectares. The goal is to entice the best 
and the brightest technologists to re-lo-
cate with their families. When completed 
in 2014 the city is to house some 10,000 
residents and 2,500 graduate students.

Moscow is a big city plagued with traf-
fic jams, says Steven Geiger, the Skolkovo 
Foundation’s chief operating officer. Since 
young researchers will have to travel to 
work at the technopark the hope is that 
the lure of a pristine and green shiny new 
metropolis will lure young people to move 
their families there and avoid the com-
mute, says Geiger. 

The key to making Skolkovo a success-
ful innovation center is proximity — creat-
ing different spaces where various players 
can convene and interact. “Instead of Sky-

ping we want people to be able to grab a 
cup of coffee and talk about new ideas, just 
as they do in Silicon Valley,” Geiger says.

Skolkovo wants this futuristic city to 
provide residents with one-stop shopping 
for easy business registration, IP rights 
registration, real estate leasing registra-
tion, tax administration, public healthcare 
insurance and registering children for 
primary education so that residents can 
focus on their business demands.

It will also be eco-friendly. Geiger, who 
worked on the Mascar city in Abu Dhabi, 
says it is too difficult to make a city 100% 
carbon neutral. But Skolkovo will use the 
most advanced technologies to save on 
energy and reduce pollution.

That is good news for Russia. A 
study conducted by Siemens (at the 
request of the Russian government) 
in the city of Yekaterinburg, an indus-
trial city in the Ural mountains, found 
that if all of the available new techno-
logical solutions were used to upgrade 
poorly-insulated buildings and other 

energy wasters the city could gain up 
to a 22% reduction in primary energy 
consumption and save more than one 
billion cubic meters in gas consumed 
by the city per year.  If applied to all 
other Russian cities, the total savings 
would amount to about 100 billion eu-
ros through 2020 and allow the country 
to conserve its gas reserves longer, ac-
cording to the study.

Existing cities the world over are 
facing the daunting and expensive task 
of trying to become more efficient and 
comply with tough emission standards 
despite having aging infrastructures, a 
topic that is scheduled to be discussed 
at the DLD Moscow conference. “Cities 
account for up to two-thirds of global 
energy consumption and the majority of 
greenhouse gas emissions,” says Stefan 
Dening, head of corporate communica-
tion and government affairs at Siemens. 
“The fight for a more sustainable future 
will be won in today’s cities. And most of 
the technologies to make our cities more 

livable and environmentally-friendly 
places already exist now.”

If Skolkovo City lives up to its name, its 
residents may end up inventing some even 
better technologies, over a cup of coffee. 
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 What skolkovo is What skolkovo isn’t 

 s It provides financial grants
 s It is a non-profit
 s It provides finance and R&d support  
for early-stage companies

 s It is a platform for international 
collaboration in R&d and  
technology transfer

 s It supports and finances both Russian 
and international innovation

 s It is not an investment fund;  
it does not invest, take equity stakes  
or board seats

 s It does not finance production or 
advanced commercial activity

 s It is not a sales agent 
 s It is not limited to Russian technology; 
its mandate is to enhance 2-way  
tech transfer   

Key SKolKovo Foundation PartnerS / international ComPanieS

 s No vat for first 10 years
 s No tax on profits for first 10 years
 s Refund of customs duties and vat 
on imported equipment

 s OeCd tech regulations apply

speCIaL CONdItIONs FOR  
staRt-ups IN skOLkOvO

 
By jeNNIFeR L. sCHeNkeR

Skolkovo city: Russia’s City of the Future
The key to making Skolkovo a 
successful innovation center is 
proximity—creating different 
spaces where various players 
can convene and interact. 
“instead of Skyping we want 
people to be able to grab a cup 
of coffee and talk about new 
ideas, just as they do in Silicon 
valley,” Steven geiger, the 
Skolkovo Foundation’s chief 
operating officer, says.

Skolkovo city is at the heart of the kremlin’s plans to turn Russia into a global technology power
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the oft-repeated moniker “Russia’s Ama-
zon.” Ozon had sales of 8.87 billion rubles 
($286 million) last year, an almost 80% 
jump from 2010. The company doesn’t 
release profitability figures; however, 
Maelle Gavet, Ozon’s CEO, told Informilo 
it aims to have sales of $1 billion within 
three years.

To get around Russians’ propensity to 
avoid credit cards, Ozon has 2,000 sales 
points where online acquisitions can be 
paid for and picked up and is aiming to 
boost that soon to 5,000 covering every 
city with more than 50,000 inhabitants. 
About 80% of Ozon’s sales are paid in cash 
with the rest split between credit cards 
and other payment methods.

“This is changing, slowly, but it’s not an 
issue for us; in fact it’s better for us to take 
cash rather than card in many cases since 
the cost per transaction by card is much 
more expensive for us,” says Gavet. “We’ve 
always supported cash payments, and in 
fact I believe this has been instrumental 
in establishing customer trust in us and 

getting us to our market-leading position.”
In its latest investment round, Ozon 

raised $100 million last year from Index 
Ventures and other investors. It used part 
of the money to improve the company’s 
logistics infrastructure and expand ser-
vice, says Gavet.

“One of the key things we liked about 
Ozon is that the logistics present a very 
big barrier to entry,” said Giuseppe Zoc-
co, a co-founder and partner at Index 
Ventures, which first invested in Ozon 
in 2007, along with Cisco Systems and 
German publisher Axel Springer.

While Western investors like Index, 
Cisco and Intel Ventures were early 
to the market, others are now flocking 
to Russia. Some call it a gold rush and 
question whether the current valuations 
are merited.

For one thing, market penetration is 
set to become a whole lot tougher. Until 
recently e-tailers strapped for resources 
could concentrate on covering Moscow 
and Saint Petersburg, which accounted for 
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44 % and 11% of online sales respectively in 
2011, according to Data Insight. Ignoring 
the rest of the country is no longer a vi-
able option as market growth is two times 
faster outside the two cities and in 2015 
the regions are forecast to pass Moscow 
and Saint Petersburg in online sales. Ozon 
in 2011 generated for the first time more 
than 50% of sales outside Moscow and 
Saint Petersburg.

“Looking forward, the player that man-
ages to execute well outside Moscow and 
Saint Petersburg will play an important 
role in the Russian e-commerce land-
scape,” says Sasha Afanasieva, an associ-
ate at GP Bullhound.

Classified ads, commerce and travel 
show the most promise. Ozon has its own 
travel site and many others are jockey-
ing for position, including Ostrovok.ru 
(which in July attracted a $13.6 million 
investment from Accel Partners, Gen-
eral Catalyst and others), Travelmenu.
ru, Traveltipz.ru, anywayanyday, tutu.
ru, Travelatte and Oktogo.

“There are massive 
opportunities, but Russia is 
a challenging place,” says 
Sonali de Rycker, a london-
based partner at accel 
partners, an early investor 
in kupivip.  “There’s a lot of 
friction, but the flip side is if 
you crack it is hard for others 
to get in.”

Russia’s rapidly growing e-commerce 
market has been aided by Ecwid, which 
sells software to merchants so that they 
can easily create online stores on websites 
and social networks. The company, which 
has only 6% of its 150,000 clients in Rus-
sia, received funding from Moscow-based 
venture firm Runa Capital and is adding 
10,000 new merchants a month.

Ecwid is an option for retailers that 
balk at the cost and complexity of add-
ing e-commerce to an existing site and 
do not want to be on a marketplace for 
fear of being obscured by other sellers.  
Merchants set up an account, then upload 
prices, names and pictures that Ecwid 

uses to generate the JavaScript that gets 
cut and pasted onto a website or social 
media page.

It is not surprising that even small e-
tailers are scampering to get a piece of 
the action. The scale of the opportunity 
and the speedy digitization of the mar-
ket is what makes the Russian market so 
attractive. Russians have low personal 
debt, with salaries growing rapidly. They 
spend more time online than most Eu-
ropeans, and boast the highest number 
of page views per visitor, according to a 
September 2011 comScore Media Metrix 
report. Total Internet penetration was 
only 39% in 2011, according to ComScore, 
but the Russian Academy of Sciences has 
given a long-term forecast of 130 million 
Internet users by 2025, with a 85% pen-
etration rate. 

“There are massive opportunities, but 
Russia is a challenging place,” says Sonali 
De Rycker, a London-based partner at Ac-
cel Partners, an early investor in KupiVIP. 
“There’s a lot of friction, but the flip side is 
if you crack it, it is hard for others to get in.”

 
 

01: ozon’s warehouse in Tver – a city between 
moscow and St. petersburg — is the largest logistical 
center for e-commerce in Eastern Europe. The 
company also has smaller warehouses in moscow 
and St. petersburg.

02: ozon’s Tver warehouse can serve up to 3.5 million 
items and handle an average of 30,000 orders each day.
03: many Russian web companies publish their call 
center numbers on their websites, because customers 
expect to be able to speak with a human being.

01 

02 
03 

made by Siemens, potentially causing 
havoc in industrial and nuclear equip-
ment that depends on finely-calibrated 
machinery. While it was never proven, 
Israel and the U.S. were suspected of be-
ing behind that attack.

It’s not just nation states that face 
constant threats via the Internet on their 
infrastructures – businesses too have to 
remain constantly vigilant. An attack 
might be a swoop by an activist group 
such as the one carried out by Lulzsec 
last year on Sony, when thousands of user 
passwords were stolen and published on-
line; or it might be the theft of commercial 
intelligence by anyone from a disgruntled 
employee to a nation – or both.

 political Motivations 

Dongfan Chung, an engineer with Boe-
ing who worked on projects including the 
space shuttle, was sentenced to 15 years 
in prison in 2009 for economic espio-
nage on behalf of the Chinese aviation 
industry. Sentencing him in Santa Ana, 
California, the judge, Cormac J Carney, 
said: “The trust Boeing placed in Mr 
Chung to safeguard its proprietary and 
trade secret information obviously meant 
very little to Mr Chung. He cast it aside 
to serve the PRC [People’s Republic of 
China], which he proudly proclaimed as 
his motherland.”

As with the attack on Estonia, hacking 
and breaching security can be politically 
motivated. Most recently, in March it 
was reported that China was behind at-
tempts to disrupt pro-Tibet campaigners 
by compromising their computers with 
a Trojan that includes the ability to steal 
documents from an infected PC.

Looking at the incidences of data 
security breaches of even one country 
gives an idea of the scale of the threat 
businesses, and hence society, face from 
cyber attackers. An April 2012 survey of 
UK businesses conducted by Infosecurity 
Europe and analyzed by accountancy 
firm PwC, found that 93% of large or-
ganizations responding to the survey 
had experienced a breach last year. Of 
those, 15% were hit by a DDoS attack 
– the same kind of attack that crippled 
Estonia’s infrastructure for three weeks 
in 2007. And 15% said that hackers had 

penetrated their networks last year. 
Infosecurity Europe and PwC esti-

mated the cost of security breaches in 
the UK alone to be “billions” in the past 
year. Says Pszczel: “There is a very sig-
nificant cost that comes from not doing 
the right thing. The cost is tens — if not 
more — of billions.”

He points out that in tough economic 
times it is more difficult to co-ordinate 
preparedness and protocols to deal with 
attacks, but, he adds: “You can’t have it 
both ways. Cyber security is the fabric of 
society. The Internet has become part of 
our daily life – if it is under threat, society 
is under threat.” 

“It doesn’t matter where the threat 
comes from, says Pszczel. “It can be from 
individuals, terrorists or governments. 
The point is that we need to be ahead 
of the bad guys, whoever they may be.”

As he observes, any system is only 
as secure as its weakest link, which is 
where an umbrella body like NATO has 
a big role to play, both for its expertise 
and for its ability to bring allies with a 
common interest together. “NATO has 
been in the avant garde of technology 
for many years,” says Pszczel. “The pro-
tection of secure communications is no 
longer just the province of the military, 
as it was many years ago. Our focus is still 
on protecting our allies, but we all need a 
common secure system of communication 
of information.”

European Commission Vice-President 
Neelie Kroes agrees there is a need for a 
more comprehensive approach to cyber 
security. In an April 24th speech, given 
via video to the annual InfoSecurity con-
ference in London, she insisted, “Internet 

security cannot be left to the traditional in-
struments of national security – as if cyber-
space was just another military theater.” 

Kroes is proposing “a European strat-
egy for Internet security” that involves 
shared responsibility by all stakehold-
ers, including governments, businesses, 
and consumers. Among other things, 
the proposal would require EU member 
states to establish “competent authori-
ties” that centralize information and share 
it with partners. A new “European Fo-
rum” would ensure the authorities and 
the private sector cooperate as required. 
The proposal would also require manda-
tory safeguards and prompt reporting of 
security breaches among private sector 
organizations that own, operate and ser-
vice Internet infrastructure.

 pRepaRing FoR the WoRst 

With a fairly small budget of around 
2 billion euros a year, NATO is already 
leading initiatives to encourage govern-
ments as well as infrastructure provid-
ers like banks to prepare for the worst. 
“We have to devise the best possible 
systems at NATO to try to look ahead 
– we are a center of excellence in cyber 
defence,” Pszczel says.  

“Whether it’s a country engaged in es-
pionage or whether it’s crime, the point 
is, if you have a good system, you will 
dramatically increase the chances that 
you can deal with it,” he says.

Links to businesses are an important 
part of this strategy, Pszczel stresses. 
“Co-operating with other countries is 
very important and co-operating with the 
private sector is very important.”

It used to be the case that NATO fo-
cused on military technology, but now 
it focuses on the well-being of society 
through its role as a co-ordinator and 
umbrella organization for a number of 
nations. “We look at long-term policy,” 
he says. “We treat both the closed systems 
of the military and the open system of the 
Internet as threats to our security.” It’s a 
simple strategy: “You need to be ahead of 
the bad guys all the time, whoever they 
are,” he says.

Cyber security is a big business for 
both criminals and tech companies. The 
global cyber crime market is worth about 
$380 billion, according to Kroes. As de-
mand for increased protection increases, 
technology companies are making acqui-
sitions to shore up their expertise in this 
space (see chart). 

Demand for such technology is ex-
pected to skyrocket as more governments 
and businesses realize that preparedness 
is key. Hard lessons were learned in the 
wake of the attacks on Estonia in 2007, by 
NATO, by nation states and by business. 
Says Pszczel: “One can say we now have 
a proper set of guidelines and specific 
resources. We have a significant number 
of people who are experts from NATO 
countries – it’s a kind of cyber fire brigade 
that can be sent in at short notice to help.”

Which is reassuring, because if there’s 
one thing that’s certain in the arena of 
cyber security, it’s that the next attack is 
just around the corner.

European commission vice-
president neelie kroes says, 
“internet security cannot 
be left to the traditional 
instruments of national 
security – as if cyberspace was 
just another military theater”.
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  top 10 cybeR secuRity deals, 2008-2011h1            

28 FebRuaRy 2011 McaFee inc. united states intel coRp united states 7,828

22 octobeR 2010 aRcsight inc. united states heWlett-packaRd co  united states 1,569

9 august 2010 veRisign inc-indentity business united states syMantec coRp  united states 1,280

23 octobeR 2008 detica gRoup plc united kingdoM bae systeMs (holdings) ltd. united kingdoM 1,021

24 noveMbeR 2008 Messagelabs gRoup ltd united kingdoM syMantec coRp  united states 695

20 July 2010 sonicWall inc. united states thoMa bRavo Fund  united states 633

8 FebRuaRy 2011 secuReWoRks inc  united states dell inc  united states 612

5 MaRch 2010 sophos plc united kingdoM apax paRtneRs llp united kingdoM 580

31 JanuaRy 2011 applied signal technology, inc.  united states Raytheon co  united states 490

18 noveMbeR 2008 secuRe coMputing coRp  united states McaFee inc  united states 476

date eFFective taRget naMe taRget nation acQuiReR naMe acQuiReR nation value oF tRansaction (usdM)

souRce: pWc

Robert pszczel, director 
of the naTo information 
office in Russia.
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