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Abstract
The problems underlying the current slowdown of the Russian economy are of a persistent nature
DQGFDQQRWEHUHVROYHGZLWKVLPSOHPHDVXUHVVXFKDVDVRIWHUPRQHWDU\RU¿VFDOSROLF\7KHIXQGDPHQtal reason for these problems is the weak market environment dominated by public and quasi-public
companies. A new growth model should be based upon strong incentive for the business, as well as the
JRYHUQPHQWUHJXODWLRQV\VWHPWRLPSURYHHI¿FLHQF\7KLVDUWLFOHGH¿QHVWKHPDLQVWHSVWREHWDNHQLQ
building such a model.
1RQSUR¿WSDUWQHUVKLS³9RSURV\(NRQRPLNL´+RVWLQJE\(OVHYLHU%9$OOULJKWVUHVHUYHG
-(/FODVVL¿FDWLRQ(+223
Keywords: growth model, oil and gas revenues, soft budget constraints, incentives for growth.

1. Introduction
7KH5XVVLDQHFRQRP\GHPRQVWUDWHGLPSUHVVLYHJURZWKEHWZHHQWKHWZR¿QDQFLDOFULVHV
RIDQG%HWZHHQDQGWKH*'3JUHZE\SURGXFWLYLW\JUHZE\
DQGH[SHQVHVIRUDFFXPXODWLQJ¿[HGFDSLWDOGRXEOHGLQUHDOWHUPV:KHUHDVLQ
SHUFDSLWD*'3E\SXUFKDVLQJSRZHUSDULW\ 333 ZDV RQO\DERYHWKHJOREDO
DYHUDJH E\WKLVLQGLFDWRUKDGLQFUHDVHGWR DERYHWKHJOREDODYHUDJH 
Russia’s share in the world economy (at the current exchange rate) grew fourfold over the
VDPHSHULRGIURPWR7KHZHOIDUHRIWKHSRSXODWLRQLQFUHDVHGFRQVLGHUDEO\UHDO
wages increased by 3.4 times, and real pensions increased by 2.8 times.
This exceptionally successful (at least by formal indicators) period of development in
WKH5XVVLDQHFRQRP\WKDWVWDUWHGDIWHUWKHFULVLVHQGHGZLWKWKHQH[WFULVLV:KHUHDV
LQWKHSUHFULVLVSHULRGIURPWRDYHUDJHDQQXDO*'3JURZWKZDVDIWHUWKH
FULVLV ± LWVORZHGGRZQWR2IFRXUVHWKHJURZWKUDWHGURSSHGDFURVVWKH
globe; however, the slowdown was not as sharp, even in oil producing countries (Table 1).
Russia’s absolute performance dropped, as did its relative position: from the leaders group
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Table 1
$YHUDJHDQQXDOSUHFULVLVDQGSRVWFULVLVJURZWKUDWHV  
Country/group of countries

2000–2008

2009–2013

:RUOG
'HYHORSLQJFRXQWULHVDQGHPHUJLQJPDUNHWV
China
Russia
India
UAE
9HQH]XHOD
South Africa
%UD]LO

4.3
6.5
10.4
6.9
6.7
6.2
4.4
4.2
3.7

3.2
5.3
8.9
1.0
7.0
2.2
1.2
1.9
2.7

Source: calculations based on IMF data (IMF, 2014).

(mid-second decile growth rate worldwide), Russia dropped into the outsiders group
(top-eighth decile).
The slowdown was unexpected for the Russian government and for analysts. In 2012, the
RI¿FLDOIRUHFDVWIRU*'3JURZWKIRU±ZDV&XUUHQWO\LWLV±
2WKHUREMHFWLYHVLJQVRIGHWHULRUDWLRQLQ5XVVLD¶VHFRQRPLFRXWORRNFDQEHREVHUYHGDV
ZHOO)L[HGFDSLWDOLQYHVWPHQWJURZWKUDWHVGURSSHGGUDPDWLFDOO\IURPSUHFULVLVWR
SRVWFULVLV7KHQHWSULYDWHFDSLWDOLQÀRZWKDWH[LVWHGEHIRUHWKHFULVLVKDVEHHQUHSODFHGE\
DSHUVLVWHQWFDSLWDORXWÀRZ ELOOLRQOHIWWKHFRXQWU\EHWZHHQDQG 
The government took measures to boost growth, although it has not provided a clear
DQVZHUDVWRWKHUHDVRQVIRUWKHVORZGRZQ,QRXURSLQLRQZLWKRXW¿QGLQJDQDQVZHULWZLOO
be impossible to overcome the stagnation of the Russian economy that borders on recession. There is no universal cure, just as there is no panacea for medical diseases. Moreover,
measures that are expedient in some situations may have a negative impact in others. In this
paper, we attempt to identify the reasons for the slowdown of the Russian economy and ways
not only to improve the situation but also to achieve a complete turnaround.
2. Growth of the Russian economy in 2000–2013
:KDWGURYHJURZWKLQWKH5XVVLDQHFRQRP\EHIRUHWKHFULVLVDQGZK\GLGWKHROGGULYHUV
ORVHWKHLUHIIHFWDIWHULW"7DEOHSUHVHQWVJURZWKUDWHVRIVSHFL¿FFRPSRQHQWVRI*'3XWLOL]Dtion. First, it should be noted that the growth rate in both investment and consumer domestic
GHPDQGGXULQJWKHSUHFULVLVSHULRGRXWVWULSSHGWKDWRIWKH*'33K\VLFDOH[SRUWVJHQHUDOO\
JUHZDWDSSUR[LPDWHO\WKHVDPHUDWHDVWKH*'3,QWHUPVRIJURZWKGULYHUVRXUHFRQRP\
differed dramatically, for example, from China and other fast-growing countries in Southeast
Asia where exports are the main growth driver.
Table 2
$YHUDJHJURZWKUDWHVRI¿QDOGHPDQGFRPSRQHQWVLQFRQVWDQWSULFHV  

*'3
'RPHVWLFGHPDQG
¿QDOFRQVXPSWLRQ
including households
gross investment
LQFOXGLQJ¿[HGFDSLWDO
exports
imports
Source: calculations based on Rosstat data.

Change over the period

Average growth rate

2000–2008

2009–2013

2000–2008

2009–2013

82.5
134.7
102.6
145.3
343.8
199.9
93.6
433.4

5.3
7.8
16.0
20.9
–12.6
5.1
8.0
18.8

6.9
9.9
8.2
10.5
18.0
13.0
7.6
20.4

1.0
1.5
3.0
3.9
–2.7
1.0
1.6
3.5
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A detailed analysis reveals that for the Russian economy, export revenues were also one
RIWKHJURZWKGULYHUVDOWKRXJKWKLVUHVXOWZDVPRUHRIDÀXNHGXHWRWKHLQFUHDVLQJSULFHVRI
oil, gas and other raw materials on the global market, rather than an increase in exports. To
evaluate how much the Russian economy gained from higher hydrocarbon prices, we have
calculated the windfall (or surplus) export revenues resulting from more expensive oil and
gas for each year compared to 1999 (all prices converted into constant dollars).
7KHEDVH\HDUZKHQ8UDOVRLOFRVWEEOLVW\SLFDORIWKHV7KHDYHUDJH
SULFH LQ  GROODUV  ZDV EEO GXULQJ WKDW SHULRG 'XH WR LQFUHDVHG K\GURFDUERQ
SULFHV 5XVVLD UHFHLYHG DGGLWLRQDO LQFRPH HTXLYDOHQW WR EHWZHHQ  DQG  RI *'3
 RI *'3 DQQXDOO\ RQ DYHUDJH  IURP  WR $IWHU WKH FULVLV IURP  WR
 VXUSOXV UHYHQXHV ÀXFWXDWHG EHWZHHQ  DQG  RI *'3 ZKLOH EHIRUH WKH
crisis they had grown continuously (except 2001 and 2002) at an average annual rate of
RI*'3)URPWRQRPLQDOVXUSOXVUHYHQXHVOHYHOHGRXWDQGJURZWKVWRSSHG
(Fig. 1).
7KHVXUSOXVRLODQGJDVUHYHQXHVWRWDOHGWULOOLRQ LQ86GROODUV IURPWR
7KHQLQH\HDUVEHIRUHWKHFULVLVDFFRXQWHGIRUWULOOLRQZKLOHWULOOLRQRFFXUUHG
GXULQJWKH¿YH\HDUVDIWHU0HDQZKLOHWKHWRWDOZLQGIDOOVRYHUWKHHQWLUHSHULRGZDVWLPHV
WKH*'3 WKLVFRPSDULVRQLVMXVWDQLOOXVWUDWLRQ 
More expensive exports accelerated economic growth mainly due to greater demand in
several channels. As a result of reforms in taxation of oil and gas sectors implemented in
SDUWRIWKHQDWXUDOUHQWDULVLQJIURPWKLVVHFWRU RQDYHUDJH EHJDQWREHZLWKdrawn in the federal budget (Gurvich, 2010). Combined with hydrocarbon price growth, it
raised oil and gas revenues (understood as withholdings of the natural rent through resource
payments and export duties) to the budget by 40 times from 2000 to 2008, or by eight times in
real terms.1 This helped the government substantially reduce taxes in the non-primary materials sector without harming the federal budget. Its total revenues nearly doubled in real terms
over the period. Following the revenues, all types of government expenditures also grew.
Thus, by 2008, public investments nearly tripled in real terms. The growing expenditures and
wages in the public sector created additional consumer demand, while the increasing volume
of government procurement boosted demand for industrial products.

Fig. 1. Estimated oil and gas windfalls.
Source: authors’ calculations.

1
7RUHFDOFXODWHLQFRQVWDQWSULFHVDGRPHVWLFGHPDQGGHÀDWRUKDVEHHQXVHGEHFDXVHLQRXURSLQLRQWKLVLQGLFDWRU
is the most representative of domestic price trends.
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Table 3
5HDOZDJHJURZWKLQGH[E\LQGXVWU\   
Industry

2008/2000

2012/2000

Agriculture
Mining
Manufacturing
Construction
Transportation and communication
3XEOLFDGPLQLVWUDWLRQDQGPLOLWDU\VHFXULW\
Education
+HDOWKFDUH

315
205
249
258
236
289
335
359

386
229
279
265
263
355
413
417

Source: calculations based on Rosstat data.

The portion of surplus revenues remaining with producers after taxes was spent to raise
wages throughout the economy, in addition to the oil, gas and metal sectors (Table 3). As
a result, the growth in wages far exceeded productivity growth (measured as output volume
per hour worked).
0RUH H[SHQVLYH H[SRUWV FRQWULEXWHG WR LQFUHDVHG EXVLQHVV SUR¿WV LH WKH PDLQ VRXUFH
RIWKHLULQYHVWPHQWV+RZHYHUWKHSRVLWLYHLQÀXHQFHRIPRUHH[SHQVLYHH[SRUWSURGXFWVRQ
LQYHVWPHQWV ZDV QRW OLPLWHG E\ LQFUHDVHG SUR¿WV7KH UDSLG JURZWK LQ SURGXFWLRQ FUHDWHG
expectations of a future demand for products and thus spurred investment demand (following
WKH³DFFHOHUDWRUPRGHO´ 7KLVHIIHFWZDVWKHPRVWVLJQL¿FDQWIRUIRUHLJQLQYHVWRUVWKH*'3
JUHZE\  WLPHVLQGROODUWHUPVRYHUWKHSHULRGIURPWR DQQXDODYHUDJH 
$VDUHVXOWWKHQHWRXWÀRZRISULYDWHFDSLWDOJUDGXDOO\GLPLQLVKHGDQGEHFDPHDQHWLQÀRZ
VWDUWLQJLQ2QWKHZKROHDFFRUGLQJWRHVWLPDWHVE\(*XUYLFKDQG,3ULOHSVN\  
DQRLOSULFHLQFUHDVHRILQUHDOWHUPVOHGWRDQLQFUHDVHLQGRPHVWLFGHPDQGRI
The surplus oil revenues received by the federal budget between 2000 and 2008 were
SDUWO\ VDYHG WR SUHYHQW WKH HFRQRP\ IURP RYHUKHDWLQJ DQG LQÀDWLQJ DV ZHOO DV WR HQVXUH
a margin of safety should oil prices fall. The retained surplus revenues were spent to repay
WKHJRYHUQPHQWGHEW LWZDVUHGXFHGIURPELOOLRQLQHDUO\WRELOOLRQLQODWH
2008) and to build up public oil and gas funds.
Actually, the government pursued a counter-cyclical policy, dampening the impact of
H[WHUQDO ÀXFWXDWLRQV RQ WKH 5XVVLDQ HFRQRP\ 7KLV SROLF\ LV NQRZQ WR KHOS FRQVLGHUDEO\
reduce the negative impact of macroeconomic volatility on growth (Fatas, Mihov, 2009),
ZKLFKLVHVSHFLDOO\LPSRUWDQWIRURLOSURGXFLQJFRXQWULHV .XGULQ'DYLVHWDO
 7KLVZDVSURYHQGXULQJWKHFULVLVZKHQDVLJQL¿FDQWSRUWLRQRIWKH5HVHUYH)XQGZDV
spent to mitigate the consequences of plummeting oil prices. An analysis of the life-cycles
of Russian companies showed: macroeconomic volatility that was higher compared with
FRPSDUDEOHFRXQWULHVKLQGHUHGWKHGLYHUVL¿FDWLRQRIWKH5XVVLDQHFRQRP\PDNLQJVXUYLYDO
PRUHGLI¿FXOWIRU\RXQJFRPSDQLHV *RQ]DOH]HWDO 
0HDQZKLOHVDYLQJSHWURGROODUVFDQQRWEHGHHPHGD³GHGXFWLRQ´IURPWKHSRWHQWLDOJURZWK
in domestic demand. Repaying foreign debt at the expense of oil revenues and establishing
WKH6WDELOL]DWLRQ)XQG ODWHUWKH5HVHUYH)XQGDQG1DWLRQDO:HOIDUH)XQG VLJQL¿FDQWO\UHduced macroeconomic risks and ensured higher sovereign and corporate credit ratings and
lower borrowing costs for all classes of Russian borrowers, thereby providing additional
growth incentives.
From 2000 to 2013, savings in the form of early repayment of foreign debt and net savings
(less expenses for creating public corporations, economic support in 2009, etc.) in oil and gas
IXQGVPDGHXSDWRWDORIELOOLRQ LQ86GROODUV 7KXVapproximately 10% of total
surplus oil and gas revenues from the economy and 15% of surplus oil and gas revenues from
the federal budget were allocated for savings. If these funds had been spent entirely, general
government expenses would have exceeded actual expenses by 3.5%.
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2QHFDQKDUGO\DJUHHWKDWLWZDVWKLVLQVLJQL¿FDQWVXUSOXVWKDWWKHJRYHUQPHQWODFNHGIRU
diversifying the economy, ensuring innovative growth and achieving a strong competitive
position (especially considering that from 2000 to 2013, government expenditures more than
doubled in real terms). If all of the surplus revenues had been spent, we would have witnessed even poorer performance sooner due to a sharply increased sensitivity in the Russian
HFRQRP\WRIRUHLJQPDUNHWÀXFWXDWLRQVKLJKHUPDFURHFRQRPLFULVNVDQGLQWHUHVWUDWHV
2WKHUPHFKDQLVPVDOVRFRQWULEXWHGWRDFFHOHUDWHGJURZWKE\LQFUHDVLQJWKHDYDLODELOLW\
RI¿QDQFLDOUHVRXUFHV)LUVWORZEDVHLQWHUHVWUDWHVLQWKH86DQG(8DVZHOODVJURZLQJ
FUHGLWOHYHUDJHOHGWRJUHDWHUFDSLWDOÀRZVIURPGHYHORSHGWRGHYHORSLQJFRXQWULHV )LJ 
,QMXVWHLJKW\HDUV ± WKHQHWFDSLWDOLQÀRZWRGHYHORSLQJFRXQWULHVDQGHPHUJLQJ
markets grew by nearly 20 times!
6HFRQGWKHIRUHLJQH[FKDQJHSROLF\RIWKH%DQNRI5XVVLDDJDLQVWWKHEDFNGURSRIFRQstantly increasing oil prices, led to expectations of a stable nominal ruble rate. As a result,
international borrowings converted into rubles looked extremely attractive. In addition, the
expansion of the domestic market, thanks to production growth and a strengthening ruble,
increased the attractiveness of the Russian economy for foreign investors. As a result, the
PDVVLYHFDSLWDORXWÀRZ RI*'3LQ ZDVUHSODFHGE\DVLJQL¿FDQWFDSLWDOLQÀRZ
RI*'3LQ 
2IFRXUVHRWKHUIDFWRUVDOVRPDGHKHIW\FRQWULEXWLRQV7KXVLQWKH5XVVLDQJRYHUQPHQWDQGWKH%DQNRI5XVVLDOLIWHGQHDUO\DOOUHVWULFWLRQVRQFDSLWDOWUDQVDFWLRQV WKXVORZHUing visible risks for foreign investors).
A wide margin of macroeconomic safety was also created: the federal budget and current
DFFRXQWH[SHULHQFHGDVWDEOHVXUSOXVVXEVWDQWLDOLQWHUQDWLRQDODQG¿VFDOUHVHUYHVZHUHDFFXmulated; and foreign debt was reduced considerably (although these achievements were also
made possible due to high oil prices).
,QJHQHUDOZKHQIRUHLJQFDSLWDOLQÀRZLQWR5XVVLDUHDFKHGLWVSHDNLQDGGLWLRQDO
LQYHVWPHQW UHVRXUFHV H[FHHGHG  ELOOLRQ FRPSDUHG ZLWK   GXH WR WKLV IDFWRU$Q
HVWLPDWHE\WKH(FRQRPLF([SHUW*URXS ((* VKRZHGWKDWDQLQFUHDVHRIEEOLQRLOSULFHV
OHGWRDQLQFUHDVHLQFDSLWDOLQÀRZLQWRWKHFRXQWU\RIELOOLRQ
6XFK DGUDPDWLF WXUQDURXQG LQ SULYDWH FDSLWDO ÀRZV VSXUUHG DQ H[SORVLYH JURZWK LQ
lending. Fig. 3 shows a growth in accumulated loans issued to legal entities and individuals
RIWLPHVLQUHDOWHUPVIURPWR RUIURPWRRI*'3 $QRWKHUUHDVRQ
IRUWKLVJURZWKLVWKDWVRPHDUHDVRIWKH¿QDQFLDOVHFWRUKDGEHHQGHYHORSHGDOPRVWIURP
scratch. Thus, the real amount of loans to individuals grew by 46 times during the pre-crisis
SHULRG DQDQQXDODYHUDJHRI 
)LJVKRZVWKHPRYHPHQWRIDGGLWLRQDOUHVRXUFHVWKDWÀRZHGLQWRWKH5XVVLDQHFRQRP\
via the two channels described. Although their nature and conditions of receipt differ sub-

Fig. 2. 1HWFDSLWDOLQÀRZWRGHYHORSLQJFRXQWULHVDQGHPHUJLQJPDUNHWV 86'ELOOLRQ 
Source: IMF, 2014.
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Fig. 3. $PRXQWRIORDQVLVVXHG -DQXDU\  
Source:DXWKRUV¶FDOFXODWLRQVEDVHGRQWKH%DQNRI5XVVLDGDWD

Fig. 4. $GGLWLRQDOUHVRXUFHVLQWKH5XVVLDQHFRQRP\ 86'ELOOLRQ 
Source: authors’ calculations.

stantially, from the viewpoint of current growth factors, they can be added subject to certain
FRQGLWLRQV$IWHUUHDFKLQJLWVSHDN RYHUELOOLRQ LQWKLVLQGLFDWRUGHFOLQHGVRPHZKDWDQGOHYHOHGRXWDWDSSUR[LPDWHO\ELOOLRQD\HDU
$QRWKHUPHFKDQLVPRIHFRQRPLFLQÀXHQFHIURPRLOSULFHVVKRXOGEHDGGHGQDPHO\WKH
LQÀXHQFHRQLQYHVWRUH[SHFWDWLRQV7KLVFKDQQHOLVGLVFXVVHGPRUHUDUHO\SUREDEO\EHFDXVH
LWLVPRUHGLI¿FXOWWRPHDVXUHGLUHFWO\2QHRIWKHTXDQWLWDWLYHDVVHVVPHQWPHWKRGVRIWKH
H[SHFWDWLRQHIIHFWLVLQRXURSLQLRQWKHDQDO\VLVRIWKH*'3H[SHQGLWXUHHOHPHQW³FKDQJHV
LQLQYHQWRULHV´2 This indicator helps assess producer expectations regarding future demand
for their products.
%HIRUHWKHFULVLVDYHUDJHJURZWKUDWHVLQJURVVLQYHVWPHQWVXUSDVVHGJURZWKLQ¿[HGLQYHVWPHQWE\¿YHSHUFHQWDJHSRLQWVZKLOHDIWHUWKHFULVLVWKHVDPHLQGLFDWRUZDVQHDUO\IRXU
percentage points lower. This means inventories initially grew much faster than production
RQDYHUDJHDQGODWHUJUHZPXFKVORZHU'XULQJWKHSUHFULVLVSHULRGWKLVFRPSRQHQWRI¿QDO
GHPDQGLQFUHDVHGWKHDYHUDJH*'3JURZWKUDWHE\SHUFHQWDJHSRLQWVDQGORZHUHGLWE\
0.8 percentage points after the crisis. In other words, the economy slowed down by nearly
2

7KHGLIIHUHQFHEHWZHHQJURVVDFFXPXODWLRQDQG¿[HGFDSLWDODFFXPXODWLRQ
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two percentage points during the transition from optimistic expectations, when producers
increased their inventories, to pessimistic expectations, when inventories were reduced.
7KHVLJQL¿FDQFHRILQYHQWRULHVPDQLIHVWHGLWVHOIGXULQJWKHFULVLVZKHQDUHFRUG
decline in production was almost entirely caused by their reduction (otherwise, the slowdown
ZRXOGKDYHEHHQRQO\ 
A number of studies present quantitative assessments of how oil prices affect growth indicators for the Russian economy. The results are relatively close among most of them: the elasticity
RISK\VLFDO*'3YROXPHE\RLOSULFHVZDV .XERQLZD  5
 DXWDYD DQG
± ,WR.RUKRQHQDQG/HG\DHYD $FFRUGLQJWRDQHVWLPDWHE\36XQL
WKHLQFUHDVHLQRLOSULFHVIURPWRLQFUHDVHGWKHDQQXDO*'3JURZWKUDWHE\DSSUR[Lmately 2.5 percentage points, which corresponds to an elasticity ratio of 0.2 (Suni, 2007).
%\ DSSO\LQJ WKH DERYH HVWLPDWHV WR SUHFULVLV RLO SULFH JURZWK GDWD ZH FDQ SODFH WKH
FRUUHVSRQGLQJ LQFUHPHQW WR 5XVVLD¶V *'3 JURZWK DW ± SHU \HDU 7KXV RXW RI WKH
 DYHUDJH JURZWK UDWH GXULQJ WKLV SHULRG URXJKO\ KDOI ZDV FDXVHG E\ IDYRUDEOH DQG
FRQWLQXRXVO\LPSURYLQJ H[WHUQDOFRQGLWLRQV³,QWULQVLF´JURZWKDFFRXQWVIRUWKHUHPDLQLQJ
±FRPSDUHGZLWKWKHJURZWKUDWHRIWKHJOREDOHFRQRP\&DOFXODWLRQVE\((*
provide a somewhat lower assessment of the oil market’s contribution to growth (approxiPDWHO\SHU\HDU EXWWKH\KLJKO\YDOXHLWVFRQWULEXWLRQWRZDJHJURZWKWKHK\SRWKHWLFDO
WRWDOLQFUHDVHLQUHDOZDJHVNHHSLQJRLOSULFHVFRQVWDQWDQGFDSLWDOLQÀRZVWDEOHIURP
WRZDVRQO\LH¿YHWLPHVORZHUWKDQWKHDFWXDOLQFUHDVH  
The connection between surplus oil and gas revenues and economic growth is shown in Fig. 5.
,WEHFDPHHVSHFLDOO\FORVHLQ+RZHYHUEHIRUHWKHFULVLVWKHFRUUHODWLRQEHWZHHQVXUSOXV
UHYHQXHJURZWKDQGWKH*'3JURZWKUDWHZDV²IURPWRLWMXPSHGWR  
Thus, the main growth driver in the Russian economy before the crisis was the massive
LQÀRZRIH[WHUQDOUHVRXUFHVLQWRWKHFRXQWU\7KLVDOORZVXVWRFRQYHQWLRQDOO\FKDUDFWHUL]H
the economic mechanism functioning at that time as an “imported growth model.”2IFRXUVH
not all of the production growth was determined by external resources. It was partly caused
by dynamic growth in the overall global economy (and a respective expansion of foreign
demand on the Russian production). For the most part, however, it was likely due to market
IRUFHVDIWHUWKHWUDQVLWLRQSHULRGDQGDIWHUWKH¿QDQFLDOFULVLVRIHQGHG
+RZHYHUDIWHUWKHFULVLVRWKHUIDFWRUVDFWXDOO\FHDVHGWRKDYHDQHIIHFWSRVVLEO\
because of new and unfavorable conditions, including uncertainty in the macroeconomic
environment, exchange rate volatility in particular (Rautava, 2013) and inconsistency in

Fig. 5. *'3JURZWKUDWHDQGVXUSOXVRLODQGJDVUHYHQXHV  
Sources: Rosstat; authors’ calculations.
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government actions in a number of issues (with the most vivid example being the numerous
XQSUHGLFWDEOHFKDQJHVLQGHFLVLRQVRYHUWKHIXQGHGSHQVLRQV\VWHP 7KH:RUOG%DQNDUJXHV
WKDWWKLVOHGWRD³FULVLVRIFRQ¿GHQFH´RQWKHSDUWRILQYHVWRUV :RUOG%DQNE ,QWKH
end, growth became almost entirely determined by changes in oil and gas revenues.
3. Potential and prospects for the existing growth model
To evaluate the potential of the current economic growth model, two questions need to be
answered. First, are there any drivers for its development, suggesting a reduction in resource
dependence? Second, is there any hope that certain conditions will be created in the near
IXWXUHWRPDNHWKHLPSRUWHGJURZWKPRGHOZRUNDJDLQ"7RDQVZHUWKH¿UVWTXHVWLRQZHZLOO
conduct an additional analysis of government and corporate behavior on the one hand, and of
the results achieved on the other.
$VWKHIRUHLJQLQÀRZRIUHYHQXHVDQGFDSLWDOEHFDPHWKHPDLQGULYHURIHFRQRPLFJURZWK
economic policy gradually focused on the allocation of these resources. In the early 2000s,
UHIRUPVZHUHSULPDULO\GLUHFWHGDWVROYLQJEDVLFLQVWLWXWLRQDOLVVXHV WKHQHZ%XGJHW&RGH
Tax Code, Labor Code, and Land Code were enacted and reforms were carried out in the
electricity sector) and creating favorable business conditions (a red tape cutting program was
implemented, and the tax burden was decreased on the non-primary materials sector). Starting
mid-2000s the prevailing trend was increasing government involvement in the economy, and
WKHPDLQDGPLQLVWUDWLYHWRROZDVWKHDOORFDWLRQRI¿QDQFLDOUHVRXUFHV$WWKDWVWDJHJURZWK
was supported mainly by creating public corporations and various development institutions.
7KDWSHULRGVDZWKHELUWKRIWKH,QYHVWPHQW)XQGIRU3XEOLF3ULYDWH)LQDQFLQJRI0DMRU
%XVLQHVV3URMHFWVWKH$JHQF\IRU+RPH0RUWJDJH/HQGLQJDQG5XVVLDQ9HQWXUH&RPSDQ\
DVDFRPSRQHQWRIWKHQDWLRQDOLQQRYDWLRQV\VWHP$GGLWLRQDOO\WKH5XVVLDQ'HYHORSPHQW
%DQN 9(%  H[SDQGHG LWV IXQFWLRQV DQG VFDOH RI EXVLQHVV &RQFXUUHQWO\ VHYHUDO SXEOLF
corporations were established, some of which included companies that had previously operated (quite successfully in some cases) based on market principles. Moreover, the United
Aircraft Construction Company and the United Shipbuilding Company were consolidated.
2WKHU GHFLVLRQV ZHUH PDGH DW WKH VDPH WLPH HJ WR GHOLPLW WKH DXWKRULWLHV RI GLIIHUHQW
EXGJHW OHYHOV RU EHQH¿W PRQHWL]DWLRQ EXW WKH\ QR ORQJHU GH¿QHG WKH PDLQ FRXUVH RI WKH
government’s policy.
To illustrate the change in this economic policy vector, we can compare two pension reforms carried out in the 2000s.
The 2002 reform involved breakthrough institutional changes. A funded pillar of the pension system was created. The insurance pillar of retirement pensions was based on the interQDWLRQDOO\DFNQRZOHGJHG1'&SULQFLSOHWKDWDOORZHGWKHSHQVLRQVL]HWREHDVVRFLDWHGZLWK
the total pension contribution by an employee throughout one’s entire career. The reform
FDUULHGRXWLQDOPRVWFRPSOHWHO\FDPHGRZQWRLQFUHDVLQJWKHVL]HRISHQVLRQVEDVH
SHQVLRQVZHUHDGMXVWHGE\DQGSHQVLRQHQWLWOHPHQWVIRUHPSOR\PHQWGXULQJWKH6RYLHW
HUD XQWLO ZHUHLQFUHDVHG1RDFWXDODWWHPSWZDVPDGHWRLPSURYHWKHHI¿FLHQF\RIWKH
pension system or create appropriate incentives.
7KHLQWHQWLRQWRVXSSRUWEXVLQHVVRSHUDWLRQVZDVSUDFWLFDOO\OLPLWHGWRDOORFDWLQJ¿QDQFLDO
resources in a certain form. Tax exemptions became very common. In 2012, their total value
ZDVHTXLYDOHQWWRRIWKH*'337KLV¿JXUHUHÀHFWLQJGLUHFWEHQH¿WVVKRXOGEHVXSSOHmented with many implied subsidies. Thus, decreased export duties on petroleum products
EDVLFDOO\PHDQDGHFUHDVHGWD[EXUGHQRQRLOSURFHVVLQJ+RZHYHUPRUHRIWHQWKDQQRWVXFK
a policy has led to the opposite result, allowing subsidy recipients to successfully survive
ZLWKRXWPRGHUQL]DWLRQ *XUYLFK $VDUHVXOWDODJLQ5XVVLDQRLOSURFHVVLQJKDGEXLOW
3
Main lines of Russian Federation tax policy for 2015 and for the planning period of 2016 and 2017. http://www.
PLQ¿QUXFRPPRQXSORDGOLEUDU\PDLQ1%3BSGI
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up for a long time: according to the Institute of Energy Strategy, the average oil processing
GHSWKZDVIURPWRFRPSDUHGZLWKLQ23(&FRXQWULHV
The rapid expansion of domestic demand affected corporate strategies. They became
RULHQWHGPDLQO\DURXQGLQFUHDVLQJSURGXFWLRQZKLOHHI¿FLHQF\LPSURYHPHQWVZHUHUHJDUGHG
as a secondary objective. Table 4 demonstrates: in terms of the share of businesses that
believe the expansion of production capacity is a result of innovative activity, Russia is comparable to other transition economies. At the same time, the share of companies that consider
GHFUHDVHGODERUFRVWVWREHDQLPSRUWDQWUHVXOWZDVLQVLJQL¿FDQW,WLVDOVRZRUWKPHQWLRQLQJ
WKDWLQIRUHLJQFRXQWULHVWKH¿QDQFLDOFULVLVIRUFHGFRPSDQLHVWRERRVWWKHLUFRVWUHGXFWLRQ
activities, whereas Russian companies made almost no changes to their strategies. There
are practically no signs of restored interest by producers in innovations. The proportion of
FRPSDQLHVWKDWLPSOHPHQWHGWHFKQRORJ\LQQRYDWLRQVLQSURGXFWLRQZDVLQ
LQDQGLQ +6( 
/HWXVQRZDWWHPSWWRJHQHUDOO\HVWLPDWHWKHHI¿FLHQF\RIWKHSUHFULVLVJURZWKPRGHO
Its obvious weakness is that production depends heavily on external factors: a renewed inÀRZRI¿QDQFLDOUHVRXUFHVERRVWVJURZWKZKLOHDFRUUHVSRQGLQJUHGXFWLRQOHDGVWRGHFOLQH
(as in 2009).
+RZHYHU ZKDW ZDV WKH HI¿FLHQF\ LQ DSSO\LQJ WKH KXJH DGGLWLRQDO ¿QDQFLDO UHVRXUFHV
5XVVLDUHFHLYHGGXULQJWKHV"'LGWKH\KHOSQRWRQO\UDLVHOLYLQJVWDQGDUGVDQGH[SDQG
production, but also create a sturdy foundation for further economic growth, i.e., improve its
competitiveness?
As one of the criteria for answering these questions, we can use the trend of Russia’s share
in the global non-primary materials markets (Table 5). Calculations show that our country’s
VKDUHRIWKHKLJKWHFKPDUNHWLQFUHDVHGLQVLJQL¿FDQWO\IURPWR UHPDLQLQJYHU\ORZ 
5XVVLD¶VSRVLWLRQRQQRQIXHOPDUNHWVLVVOLJKWO\¿UPHUQRZGXHWRKLJKHUSULFHVIRUPHWDOV
ZKLFKDUHRXUVHFRQGODUJHVWH[SRUWLWHPEXWZDVOHIWDOPRVWXQFKDQJHGIRU³PDFKLQHU\DQG
HTXLSPHQW´7KXVDVKDUSLQFUHDVHLQWKH5XVVLDQHFRQRP\¶VJOREDOVKDUHZDVQRWEDVHGRQ
DVLJQL¿FDQWLPSURYHPHQWLQFRPSHWLWLYHQHVV+RZHYHULWVKRXOGEHQRWHGWKDWRXUFRXQWU\¶V
share of global markets has not diminished, despite much higher dollar wages.
Let us take a more detailed look at the trend in production of tradable products. Fig. 6
shows that the overall production growth was mainly attributable to the non-tradable secTable 4
6KDUHRIFRPSDQLHVHVWLPDWLQJFHUWDLQUHVXOWVRILQQRYDWLYHDFWLYLW\DVSULPDU\  
Year
Enhanced production capacity
2008
2012
Labor cost reduction
2008
2012

Russia

%XOJDULD

3RODQG

&]HFK5HSXEOLF

21.1
24.1

21.7
27.1

25.7
31.8

26.1
24.2

4.5
5.5

15.9
25.9

13.8
21.8

18.2
25.0

Source:+6(

Table 5
6KDUHRI5XVVLDQSURGXFWLRQLQJOREDOPDUNHWV  
%UDQFK

2001

2008

2013

Non-fuel
Machinery and equipment
For reference: Russia’s share of the global economy

0.88
0.28
0.94

1.21
0.30
2.67

1.02
0.33
2.81

Source: authors’ calculation based on data from the Russian Federal Customs Service and the International Trade
Center.
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Fig. 6.,QGH[RISK\VLFDOSURGXFWLRQYROXPHE\VHFWRU   
Source: authors’ calculations based on Rosstat data.

WRU 7KH DYHUDJH JURZWK UDWH LQ RXWSXW IURP WUDGDEOH LQGXVWULHV ZDV  IURP  WR
20084 VRPHZKDWVORZHUWKDQIRUWKHRYHUDOOJOREDOHFRQRP\ ZKLOHWKHQRQWUDGDEOH
VHFWRU JUHZ YHU\ TXLFNO\ DW  SHU \HDU )LQDQFH IROG JURZWK  FRQVWUXFWLRQ DQG
FRPPHUFH DQGJURZWKUHVSHFWLYHO\ ZHUHWKHUHFRUGEUHDNHUVKHUH7KHIDVWHU
H[SDQVLRQRISURGXFWLRQLQQRQWUDGDEOHVHFWRUVUHÀHFWHGWKHG\QDPLFJURZWKRIGRPHVWLF
GHPDQG+RZHYHULQDUHDVLQYROYLQJFRPSHWLWLRQIURPIRUHLJQSURGXFHUVZHODJJHGEHhind the global economy. It is worth noting that investments were also allocated mainly for
industries oriented toward non-tradable products and services or for the primary materials
sector (Table 6).
7KH VXUSDVVLQJ JURZWK RI WKH QRQWUDGDEOH VHFWRU LV DVLJQ RI WKH ³'XWFK GLVHDVH´
+RZHYHUDQXPEHURIVWXGLHVUHYHDOHGRQO\SDUWLDOV\PSWRPVLQWKH5XVVLDQHFRQRP\ZLWK
QR HYLGHQW PDQLIHVWDWLRQ RI WKH GLVHDVH HJ 2RPHV DQG .DOFKHYD  'REU\QVND\D
and Turkisch, 2010). Thus, rising oil prices had a positive effect on production output in
PDQXIDFWXULQJ LQGXVWULHV LH WKH PDLQ V\PSWRP RI WKH 'XWFK GLVHDVH ZDV QRW LQ SODFH
(Kuboniwa, 2012).
At the same time, we may presume that Russia failed to avoid the more general effect of
WKH ³UHVRXUFH FXUVH´ ZKLFK SUHGLFWV DQHJDWLYH LQÀXHQFH RI UHVRXUFH DEXQGDQFH RQ ORQJ
term economic growth due to the deterioration of government institutions. Thus, resource
dependence and the lengthy experience of living under socialism hindered the creation of
market institutions in transition economies and negatively affected economic growth indicaWRUV %HFNDQG/DHYHQ $QRWKHUVWXG\SURYHVWKDWWKHJUHDWHUWKHSURSRUWLRQRIH[WUDFTable 6
6WUXFWXUHRI¿[HGFDSLWDOLQYHVWPHQWVE\W\SHRIHFRQRPLFDFWLYLW\  
Industry

1999

2008

2012

Mining
Manufacturing
Transportation and communication
Real estate transactions
2WKHU

14.5
18.1
18.6
16.6
32.2

13.4
14.8
23.0
18.4
30.4

14.3
13.2
27.5
15.4
29.6

Source: calculations based on Rosstat data.
4

Comparable sets of indicators have only been calculated by Rosstat since 2002.
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tion industries in the economy of Russia’s regions, the lower the quality of the administration
'H5RVDDQG,RRWW 
:HFDQQRZVXPPDUL]HWKHUHVXOWV7KHKXJHVXUSOXVUHYHQXHVWKHFRXQWU\UHFHLYHGGXH
to favorable conditions in the primary materials markets considerably accelerated production growth, ensured a record-breaking increase in household income (together with wages in
all branches, including the public sectors, pensions, etc.), and enhanced macroeconomic stability. At the same time, one cannot say that the substantial resources allocated for economic
PRGHUQL]DWLRQ LQ WKH IRUP RI JRYHUQPHQW LQYHVWPHQWV H[SHQVHV IRU FUHDWLQJ GHYHORSPHQtal institutions, various subsidies, etc.) yielded any tangible results, as Russia’s international
FRPSHWLWLYHQHVV KDV QRW LPSURYHG 7KLV SXWV LQ TXHVWLRQ WKH DELOLW\ RI WKH ³UHVRXUFHEDVHG
approach” to create conditions for long-term economic growth.
7KH SHULRG IURP  WR  FRQ¿UPV WKLV FRQFOXVLRQ ,Q  RLO SULFHV LQFUHDVHG
DJDLQEUHDNLQJKLVWRULFUHFRUGVDQGVWD\HGDWWKDWOHYHO&DSLWDOÀRZVLQWRGHYHORSLQJFRXQW
ULHV DQG HPHUJLQJ PDUNHWV ÀXFWXDWHG DURXQG D¿JXUH EHORZ WKH UHFRUG OHYHO RI  EXW
higher than all previous years. Thus, conditions had not deteriorated for the Russian econoP\1HYHUWKHOHVVHYHQWKHLUVWDELOL]DWLRQZDVHQRXJKIRUWKHFDSLWDOLQÀRZWREHUHSODFHGE\
DVWDEOHFDSLWDORXWÀRZIRUWKHJURZWKLQ¿[HGFDSLWDOLQYHVWPHQWVWRJUDGXDOO\GHFOLQHDQG
VWRSDOWRJHWKHULQDQGIRU*'3JURZWKWRVORZGRZQWRD\HDUORZ H[FOXGLQJ
the 2009 crisis).
1RZ WR WKH VHFRQG TXHVWLRQ LV WKHUH DQ\ KRSH IRU DUHWXUQ RI WKH H[WHUQDO ¿QDQFLDO
resources that will restart the old growth model? To answer this question, we need to look
at the functional external and internal conditions of the Russian economy in the near future.
Oil prices. After reaching a historic high in 2011, the price of oil has been continuously
declining. Most forecasts assume that oil prices will continue falling on the global market
LQWKHQHDUIXWXUH7KXVWKH,0)SUHGLFWVLQLWV2FWREHUIRUHFDVWWKDWGXULQJWKHQH[W
VL[\HDUVRLOSULFHVZLOOGURSPRUHWKDQLQFRQVWDQWGROODUV ,0)  )LJ (YHQ
more pessimistic is the forecast by the International Energy Agency (IEA, 2014), which preGLFWVWKHRLOSULFHZLOOIDOOEHORZEEOLQFRQVWDQWGROODUVE\7KLVGRZQZDUGWUHQG
is caused by enhanced production of shale oil in the U.S. and a high probability that Iran,
Libya and Iraq will reappear in the market along with a simultaneous decline in demand in
GHYHORSLQJ DV ZHOO DV GHYHORSHG FRXQWULHV7KH GLYH LQ RLO TXRWHV LQ 2FWREHU1RYHPEHU
2014 proves that hydrocarbon prices may begin to fall faster.
An econometric analysis leads to the conclusion that the long-term trend for oil prices is
GHVFULEHGDVDVORZO\JURZLQJWUHQGRQZKLFKPDVVLYHF\FOLFÀXFWXDWLRQVDUHVXSHULPSRVHG
-DFNV6KD¿HHDQG7RSDO $VVHHQLQ)LJWKHGXUDWLRQRIWKHVHÀXFWXDWLRQV

Fig. 7.5HSRUWHGDQGSURMHFWHGRLOSULFHV 86'EEO 
Note:$UDELDQ/LJKWSULFHVDUHVSHFL¿HGIRU±%UHQWIRU±DQGHVWLPDWHVEDVHGRQWKH,0)SULFH
trend forecast (published in 2014) for future years.
Source:DXWKRUV¶FDOFXODWLRQVEDVHGRQ%3 %3 DQG,0)GDWD ,0) 
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Fig. 8. 7KHVKDUHRIZDJHVDQGJURVVSUR¿WLQ*'3 %).
Source: Rosstat.

(period between two peaks) was approximately 30 years in past few decades. These conclusions and the cited forecasts suggest that we have passed another price peak and are now in
a declining phase. Judging by past experience, this phase may last approximately 15 years.
Oil production volumes. As predicted by the Russian government, oil prices will remain at
the same level5 over the next 15 years. As part of its sanctions, the U.S. imposed restrictions
on supplying Russia with equipment for recovering tight oil. Combined with decreasing
hydrocarbon prices across the globe, this will damage the prospects for oil production and
ZLOOSUREDEO\OHDGWRLWVVLJQL¿FDQWGHFOLQH
&DSLWDOÀRZV)LJVKRZVWKDWIURPWRFDSLWDOÀRZVLQWRGHYHORSLQJFRXQWULHVDQGHPHUJLQJPDUNHWVÀXFWXDWHGE\DSSUR[LPDWHO\ELOOLRQ+RZHYHUDVWKH86LV
winding up the quantitative easing program and interest rates are gradually rising in leading
FRXQWULHVFDSLWDOZLOOJRWKHUH7KLVLVSDUWLDOO\UHÀHFWHGLQIRUHFDVWVE\WKH:RUOG%DQNWKDW
SUHGLFWHGDUHGXFWLRQRIQHWFDSLWDOLQÀRZLQWRHPHUJLQJPDUNHWV :RUOG%DQND 
Demographic forecast. According to Rosstat, the working age population will decline
continuously throughout the coming years.6 In the medium forecast, this group will shrink by
ZLWKLQ\HDUV*LYHQWKLVWKHJRYHUQPHQWH[SHFWVDQUHGXFWLRQLQWKHZRUNIRUFHE\
2030. This trend may impose a heavy limitation on growth for the Russian economy.
Wage growth. The Russian economy has experienced a number of detrimental adjustments in primary income distribution over the past few years. From 2006 to 2013, the labor
SD\PHQW VKDUH LQFUHDVHG E\  SHUFHQWDJH SRLQWV ZKLOH WKH VKDUH RI JURVV SUR¿W IHOO E\
7.3 percentage points (Fig. 8). This means that each year the aggregate supply curve has been
shifting to the left, the investment attractiveness of the Russian economy has been falling,
and corporate investment resources have been reduced, which is especially important in the
HYHQWRIOLPLWHGDFFHVVWR¿QDQFLDOUHVRXUFHV
Natural monopoly tariffs. From 2008 to 2013, domestic gas prices for industrial consumers
JUHZE\WLPHVLHWKHJURZWKH[FHHGHGWKHFRQVXPHUSULFHLQGH[E\DOPRVW
&RQVLGHULQJWKDWJDVDFFRXQWVIRUQHDUO\RIWKHIXHOXVHGIRUHOHFWULFLW\JHQHUDWLRQ
this means higher prices for heat and electricity. Railway freight tariffs also grew slightly more
WKDQFRQVXPHUSULFHV+DYLQJIUR]HQWKHWDULIIVRIQDWXUDOPRQRSROLHVLQWKHJRYHUQ
ment intends to gradually increase them beginning next year. Combined with faster wage
growth, this makes supporting the competitiveness of Russian producers quite problematic.
5
6

KWWSHFRQRP\JRYUXPLQHFDFWLYLW\VHFWLRQVPDFURSURJQR]GRFB
KWWSZZZJNVUXZSVZFPFRQQHFWURVVWDWBPDLQURVVWDWUXVWDWLVWLFVSRSXODWLRQGHPRJUDSK\
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Lending. Lending growth limits are nearly exhausted in certain domains (primarily
UHWDLO ,QWKHFRPLQJ\HDUVWKH5XVVLDQHFRQRP\ZLOOKDUGO\¿QGLWVHOILQDQLGHDOVLWXDWLRQ
ZLWKDQ³LPSRUWHGJURZWKPRGHO´2QWKHFRQWUDU\WKHHFRQRP\ZLOOKDYHWRIDFHDGLI¿FXOW
environment that is far from favorable. The new issues arising in connection with developments in Crimea, East Ukraine and the ensuing sanctions will become another formidable
IDFWRUIXUWKHUDJJUDYDWLQJWKHVLWXDWLRQ7KH\ZLOOOLPLWFDSLWDOLQÀRZLQWR5XVVLDDQGVORZ
down the overall investment trends, which will slow advanced technology imports and economic growth.
'HFOLQLQJRLOSULFHVDQGWKHFDSLWDORXWÀRZVLJQLI\WKDW5XVVLDKDVHQWHUHGDORQJSHULRGRI
UHGXFWLRQLQWKHLQÀRZRIH[WHUQDOUHVRXUFHV8QGHUWKHVHFRQGLWLRQVDOORIWKHDERYHPHFKDnisms that had contributed to the economy’s growth will slow it down instead. Considering
WKDWWKHVWDELOL]DWLRQRIRLOSULFHVKDVOHGWRVWDJQDWLRQWKHLUGHFUHDVH LIWKHROGJURZWKPRGHO
is left in place) may result in a protracted recession.
7KH REMHFWLYH IDFWRUV QDPHG DERYH DUH VXSSOHPHQWHG E\ DVLJQL¿FDQW GHWHULRUDWLRQ LQ
expectations by economic agents, which is hampering production enhancement and, consequently, investment expansion. In turn, reduced economic activity is detrimental to expectaWLRQV,QWKHHQGWKHH[SHFWDWLRQVEHFRPH³VHOIIXO¿OOLQJ´ZKLFKPD\H[SODLQWKHFDSLWDO
RXWÀRZLQWKHSRVWFULVLVSHULRGFDSLWDOVLPSO\EHFRPHVXQQHFHVVDU\XQGHUXQFHUWDLQW\LQ
the country’s development.
7KHSRWHQWLDORIWKHFXUUHQWJURZWKPRGHOIRUWKH5XVVLDQHFRQRP\LVUHÀHFWHGLQORQJ
WHUPJURZWKIRUHFDVWV$FFRUGLQJWR2(&'HVWLPDWHVDYHUDJHJURZWKUDWHVLQWKH5XVVLDQ
HFRQRP\ ZLOO EH  XQWLO  DQG ZLOO IDOO WR  EHWZHHQ  DQG  2(&'
 $FFRUGLQJWRFDOFXODWLRQVE\*XUYLFKDQG3ULOHSVN\  ORQJWHUPDYHUDJHJURZWK
UDWHVIRUWKH5XVVLDQHFRQRP\ZLOOEH)ROORZLQJWKHQH[WUHYLVLRQRIWKHPLGWHUP
trends in the Russian economy and the oil price trend, both of the above growth estimates
VKRXOGEHUHGXFHGVLJQL¿FDQWO\$FFRUGLQJWRWKH2FWREHU,0)IRUHFDVWWKHDYHUDJH
JURZWKUDWHRIWKH5XVVLDQHFRQRP\RYHUWKHQH[WVL[\HDUVZLOOEH ,0) ,QDQ\
HYHQW5XVVLDQHFRQRPLFG\QDPLFVZLOOODJQRWLFHDEO\EHKLQGWKHJOREDOHFRQRP\ 2(&'
SUHGLFWVDQGJURZWKJOREDOO\LQWKH¿UVWDQGVHFRQGSHULRGUHVSHFWLYHO\ ZKLOH
Russia’s share of the global economy will rapidly fall.
The scenario of a low growth rate and cheaper hydrocarbons is creating serious problems
IRUWKH5XVVLDQHFRQRP\)LUVWLWZLOOOHDGWRVWDJQDWLRQ²LIQRWDGHFOLQH²LQUHDOKRXVHKROGLQFRPH6HFRQGGLI¿FXOWLHVZLOODULVHLQWKHSXEOLFVHFWRU0DQ\SURJUDPVZHUHDGRSWHG
EDVHGRQIDVW*'3JURZWKDQGWKHPDMRULW\RIRXWOD\VDUHQRWDXWRPDWLFDOO\DGMXVWHGLIWKH
economy faces a downturn. Countries that found themselves in this type of situation during
the crisis (e.g., Greece) faced the problem where costs cannot be cut in proportion to falling
UHYHQXHVZKLOHERUURZLQJEHFRPHVLPSRVVLEOHEHFDXVHRIWKHJURZLQJGH¿FLW$VDUHVXOW
all those countries had to go through an economically and socially painful period when the
government’s obligations were dramatically reduced. The situation became even more dif¿FXOWGXHWRWKHKDVWHZLWKZKLFKWKHFKDQJHRFFXUUHG
An analysis demonstrated that the problems in the Russian economy are of a persistent
and long-term nature. ,IRLOSULFHVGRQRWJURZUDSLGO\DJDLQ DQGWKLVVFHQDULRVHHPVQHDUO\
impossible), the existing model will not be able to ensure economic growth. Nothing promises
that the economy will be able to overcome stagnation without a new growth model.
7KH JRYHUQPHQW UHDOL]HV WKH JUDYLW\ RI WKH VLWXDWLRQ 7KH ³0DLQ /LQHV RI 5XVVLDQ
*RYHUQPHQW$FWLYLW\WKURXJK´7VSHFL¿HVWKDWZLWKRXWDQDFWLYHHFRQRPLFSROLF\HFRQRPLFJURZWKZLOOVORZGRZQWR±SHU\HDUZKLFKZLOOQRWDOORZWKHFRXQWU\¶VHFRQRPLF
and social development to be in balance. Thus, building a new growth model for the Russian
economy that is capable of functioning even against deteriorating external conditions becomes
an absolute imperative.
7

http://government.ru/info/761/.
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4. The outline of the new economic growth model
Let us consider possible ways to restore the growth of the Russian economy based on the
³JURZWKGLDJQRVWLFV´SULQFLSOHGHYHORSHGE\'5RGULNDQGXVHGLQDQXPEHURIFRXQWULHV
5RGULN +HSURSRVHGDQDOJRULWKPLQZKLFKWKH¿UVWVWHSLVWRLGHQWLI\NH\REVWDFOHV
to growth and then select measures to be implemented in the existing political environment
using existing administrative resources, etc., that are capable of removing or at least softening the most basic restrictions.
'LDJQRVWLFV VKRXOG EHJLQ ZLWK LGHQWLI\LQJ WKH PDLQ UHDVRQ IRU XQVDWLVIDFWRU\ JURZWK
HLWKHUWKHHFRQRP\KDVLQVXI¿FLHQWDFFHVVWR¿QDQFLDOUHVRXUFHVRUHFRQRPLFDFWLYLW\LQWKH
FRXQWU\GRHVQRWSURYLGHVXI¿FLHQWSUR¿WDELOLW\ WDNLQJLQWRDFFRXQWGLUHFWDQGLQGLUHFWFRVWV
and risks). This selection practically determines all of the options for restoring economic
JURZWK ,I ZH GHHP WKH PDLQ FDXVH WR EH LQVXI¿FLHQW ¿QDQFLDO UHVRXUFHV WKHQ HFRQRPLF
SROLF\ VKRXOGRIIHUDGGLWLRQDOVRXUFHVRI¿QDQFLDOUHVRXUFHVRUZD\VWRPDNHXSIRUWKHLU
GH¿FLW HJE\WHPSRUDULO\FRPSHQVDWLQJWKHLQVXI¿FLHQWSULYDWHFDSLWDOZLWKJRYHUQPHQW
LQYHVWPHQWV 7KLVDSSURDFKFDQEHFDOOHG³UHVRXUFHEDVHG´,QIDFWLWIROORZVWKHVKDSHRI
WKHWUHQGEHIRUHWKHFULVLVZKHQHFRQRPLFSROLF\ZDVIRFXVHGPDLQO\RQPDQDJLQJ¿QDQFLDO
resources.
1RWZLWKVWDQGLQJWKHSRSXODULW\RIWKHRSLQLRQWKDW³WKHHFRQRP\ODFNVPRQH\´WKLV¿UVW
hypothesis is not supported by objective economic data. In fact, the savings rate within the
5XVVLDQHFRQRP\LVKLJKE\LQWHUQDWLRQDOVWDQGDUGV RI*'3RYHUWKHSDVWWKUHH\HDUV 
DQGKDVFRQWLQXRXVO\H[FHHGHGWKHLQYHVWPHQWUDWH RI*'3RQDYHUDJH $VLJQL¿FDQW
SRUWLRQRISULYDWHQDWLRQDOVDYLQJVLVLQYHVWHGDEURDG GHVSLWHWKHORZDOPRVW]HURLQWHUHVW
UDWHVLQGHYHORSHGFRXQWULHV 2YHUWKHSDVWWKUHH\HDUVDYHUDJHQHWSULYDWHFDSLWDORXWÀRZ
KDV EHHQ  RI *'3 SHU \HDU ZKLOH 5XVVLDQ JURVV FDSLWDO RXWÀRZ KDYH EHHQ  RI
*'3(YHQLIZHLPDJLQHWKDWXSWRRQHKDOIRIIRUHLJQLQYHVWPHQWLQÀRZDFWXDOO\UHSUHVHQWV
DUHSDWULDWLRQRISUHYLRXVO\H[SRUWHG5XVVLDQFDSLWDOWKH¿QDQFLDOUHVRXUFHVDYDLODEOHIRULQYHVWPHQWLQWKH5XVVLDQHFRQRP\H[FHHGRI*'3,IWKHVHUHVRXUFHVZHUHIXOO\XWLOL]HG
5XVVLDZRXOG¿QGLWVHOIEDFNDPRQJWKHZRUOG¶VJURZWKOHDGHUV
:KDW DUH WKH PRVW LPSRUWDQW ULVNV DQG KRZ FDQ WKH\ EH PLWLJDWHG" $PRQJ WKH FLWHG
reasons for Russia’s poor investment attractiveness, one of the most common is the low
quality of the institutional environment (weak property rights protection, imperfect court
V\VWHPKLJKDGPLQLVWUDWLYHEDUULHUVFRUUXSWLRQ :KLOHZHGRUHFRJQL]HWKHLPSRUWDQFHRI
these factors, in our opinion, the main problem of the Russian economy is even deeper and is
rooted in weak market mechanisms. A mature market system consists of agents (companies,
banks, employees) having strong incentives and competing according to established rules.
Unfortunately, none of these conditions actually occur in the Russian economy.
7KHEDQNLQJDQGQRQ¿QDQFLDOVHFWRUVDUHERWKGRPLQDWHGE\SXEOLFTXDVLSXEOLF SXEOLF
corporations), or mixed (partially state-owned) companies. As a rule, these companies are
guided by a substantially distorted motivation, that is, they are less interested in earning
DSUR¿WDQGWKHLUFRPPHUFLDODFWLYLW\LVRIWHQFRPELQHGZLWKWKHDFWXDOIXQFWLRQRID³JRYHUQ
PHQWDJHQW´7KH\DUHOHVVOLDEOHIRUWKHLUSHUIRUPDQFHUHVXOWVDVORVVHVFDQEHFRYHUHGE\
the state (we have observed increasingly more examples of this lately).
$VXUYH\RIFRPSDQLHVFRQGXFWHGE\WKH:RUOG%DQNEHWZHHQDQGFRQ¿UPHGWKDWVWDWHRZQHGDQGPXQLFLSDOHQWLWLHVGHPRQVWUDWHPXFKSRRUHUSHUIRUPDQFHWKDQ
SULYDWHHQWLWLHV %RJHWLFDQG2OXVL 
Quasi-public companies may demonstrate even less market-focused behavior than fully
VWDWHRZQHGHQWHUSULVHV 9DKDEL 2QHFDQDVVXPHWKDWWKLVLVDOVRWUXHLQ5XVVLDZKHUH
public corporations are non-commercial, even from a legal standpoint. Moreover, as many
studies suggest (e.g., Sharafutdinova and Kisunko, 2014), close informal ties between the
state and business are characteristic of this country, which both directly and indirectly puts
FRPSDQLHVDI¿OLDWHGZLWKWKHVWDWHLQDSULYLOHJHGSRVLWLRQ2IFRXUVHWKHUHDUHH[FHSWLRQV
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to this general tendency. Thus, some researchers have found that Russian state-owned banks
DUHPRUHHI¿FLHQWWKDQSULYDWHRQHV .DUDVHWDO DOWKRXJKWKHUHDVRQVEHKLQGWKLV
DUHSHUKDSV WKHLQGLUHFWDGYDQWDJHVRIDI¿OLDWLRQZLWKWKHVWDWHZKLFKJXDUDQWHHVWKHKLJK
reliability of those banks in the eyes of their customers.
The role of market forces (or their absence) can be illustrated by the example of the Soviet
HFRQRP\$QXPEHURIVWXGLHVKDYHVKRZQWKDWLWVH[WUHPHO\ORZHI¿FLHQF\ZDVSULPDULO\
FDXVHG E\ WKH ZHDN LQFHQWLYH V\VWHP W\SLFDO RI DQDWLRQDOL]HG HFRQRP\ VHH (DVWHUO\ DQG
)LVFKHU%UL[LRYiDQG%XOtĜ 0RUHRYHUDFFRUGLQJWRWKHHVWLPDWHVLQWKH¿UVW
paper, the Soviet economy demonstrated the poorest dynamics of factor productivity in the
world from 1960 to 1989.
The objective to enhance market mechanisms goes far beyond improving the investment climate. For example, the underdeveloped market environment leads to an inaccurate
HYDOXDWLRQRIEXVLQHVVSHUIRUPDQFHGRHVQRWHQFRXUDJHWKHEHVWSURGXFHUVRU¿OWHURXWWKH
worst ones, and does not encourage businesses to search for new, improved strategies. As
a result, economic resources are not allocated to the best-performing industries, demand for
innovations is non-existent, and the need to support domestic producers increases the burden
on the budget, thus making the economy lag further behind in its development.
The most important sign of a non-market environment is a greatly diminished dependence
RIFRPSDQLHVRQWKHLUHFRQRPLFUHVXOWV-.RUQDLFRLQHGWKHWHUP³VRIWEXGJHWFRQVWUDLQWV´
6%&V WRGHQRWHVXFKDVLWXDWLRQVKRZLQJWKDW6%&VDUHDQLQHYLWDEOHIHDWXUHRIDQHFRQomy managed by the state, resulting in an excessive, unproductive use of all resources
.RUQDL 7KHIDFWRUVOHDGLQJWR6%&VLVWKHZLOOLQJQHVVRIWKHVWDWHWRSXWXSZLWK
WKHLQHI¿FLHQWSHUIRUPDQFHRI³RZQ´FRPSDQLHVFRPSHQVDWLQJWKHPZLWK¿QDQFLDOVXSSRUW
WKURXJK GLUHFW VXEVLGLHV WD[ EHQH¿WV SUHIHUHQWLDO ORDQV HWF  FRPIRUWDEOH UHJXODWLRQ RI
SULFHVDQGWDULIIVSUHIHUHQFHLQSODFLQJJRYHUQPHQWRUGHUVDQGGHSRVLWVHWF,WLVWKH6%&
PHFKDQLVP ¿UVWRIDOOWKHRSSRUWXQLW\WRREWDLQORDQVDWQRQPDUNHWWHUPV WKDWUHGXFHV
WKHLQFHQWLYHIRUVWDWHRZQHGFRPSDQLHVWRLPSURYHWKHLUSHUIRUPDQFH %DUWHODQG+DUULVRQ
1999). The weak link in such a system is state-owned monopolies, which have no competiWLRQDQGRSHUDWHXQGHU6%&V
The distorted motivation of public and quasi-public companies not only determines their
own actions but also affects all market players. Suppliers of the state or state-owned companies lose incentives to cut costs because they can include them in their prices comparatively
HDVLO\ GXHWRJRYHUQPHQWLQHI¿FLHQF\LQSXEOLFSURFXUHPHQWUHJXODWLRQRIQDWXUDOPRQRSRly prices, etc.). Consequently, producers of similar products feel no pressure either, which is
translated all the way down the supply chain. As a result, this phenomenon is common across
the economy, and the competitive performance of producers deteriorates.
The standard tools of economic policy may not work in a non-market environment.
For example, strong competition is one of the main incentives for companies to improve
SHUIRUPDQFH 2VSLQDDQG6FKLIIEDXHU +RZHYHUVXFKDUHVXOWLVRQO\REVHUYHGZLWK
UHODWLYHO\³DGYDQFHG´5XVVLDQFRPSDQLHV³ODJJLQJ´FRPSDQLHVPD\H[SHULHQFHVORZGHYHORSPHQW LQ DFRPSHWLWLYH HQYLURQPHQW $JKLRQ DQG %HVVRQRYD   $FFRUGLQJ WR
<%HVVRQRYDWKHSRVLWLYHLPSDFWRIFRPSHWLWLRQRQSURGXFWLRQSHUIRUPDQFHLVEHLQJKHOG
back in the Russian economy by the co-existence of companies with high and low producWLYLW\GXHWRLQVWLWXWLRQDOH[LWEDUULHUVIRUWKHOHDVWHI¿FLHQWFRPSDQLHV %HVVRQRYD 
Thus, increasing productivity requires not only lowering the market entry barriers that hinGHUFRPSHWLWLRQEXWDOVRIDFLOLWDWLQJWKHPRYHPHQWRISURGXFWLYHIDFWRUVIURPOHVVHI¿FLHQW
EUDQFKHVWRPRUHHI¿FLHQWRQHVLHLQHIIHFWDFWLYDWLQJWKH³FUHDWLYHGHVWUXFWLRQ´SURFHVV
(by Schumpeter).
In other words, creating the necessary motivation requires a dramatic increase in posiWLYHLQFHQWLYHVDQGJUHDWHUUHVSRQVLELOLW\DPRQJDOO¿QDQFLDODQGQRQ¿QDQFLDOFRPSDQLHV
in the market for their operational results. This requires improving the market environment:
weak property protection, low competition, excessive government regulation, as well as soft
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EXGJHWFRQVWUDLQWVDOOLQFUHDVHWKHFKDQFHVWKDWHI¿FLHQWFRPSDQLHVZLOOOHDYHWKHPDUNHWDQG
LQHI¿FLHQWRQHVZLOOVXUYLYH +DOOZDUG'ULHPHLHU 
Another very important consequence of high risks for all players in the Russian economy
LVWKHVKLIWWRZDUGVROXWLRQVZLWKVKRUWUHWXUQV:LWKUHJDUGWRKRXVHKROGVWKLVVLWXDWLRQLV
LOOXVWUDWHGE\DVWXG\SXEOLVKHGLQ :DQJHWDO 
The test respondents in 45 countries (including developed and developing countries, as well
DVHPHUJLQJPDUNHWV ZHUHDVNHGWRFKRRVHEHWZHHQUHFHLYLQJLQWKHFXUUHQWPRQWK
RULQWKHQH[WPRQWK7KHUHVXOWVVKRZHGWKDWLQ5XVVLDRQO\RIUHVSRQGHQWV
SUHIHUUHGWRZDLWDPRQWKDQGUHFHLYHPRUH5XVVLDFDPHLQWKHODVWGHFLOHLQWHUPVRI
³SDWLHQFH´ZLWKRQO\IRXUFRXQWULHVEHLQJOHVVSDWLHQWDQGEHLQJPRUHSDWLHQW7KHODWWHU
LQFOXGHGFRXQWULHVFRPSDUDEOHWR5XVVLDVXFKDV0H[LFR RI³SDWLHQW´UHVSRQGHQWV 
$UJHQWLQDDQG7XUNH\ HDFK DQGWKH&]HFK5HSXEOLF  
)RUDEXVLQHVVWKHVLJQRID³VKRUWKRUL]RQ´LVWKHDERYHPHQWLRQHGSUHIHUHQFHJLYHQE\
business strategies to the objective of increasing output over cutting costs. Satisfying existing
demand by simply increasing output produces an immediate effect, while the effects from
PRGHUQL]LQJ SURGXFWLRQ WDNH PXFK PRUH WLPH 7KH VKLIW RI WKH JRYHUQPHQW¶V SUHIHUHQFHV
toward current objectives has been especially visible in the pension policy lately, with growing allocations for current pension payments and reducing allocations for future pensions.
+RZHYHUWKHIRFXVRQLPPHGLDWHUHVXOWVLVEHFRPLQJHYHUPRUHQRWLFHDEOHLQRWKHULQGXVW
ries as well. This must be caused, on the one hand, by the continuing critical dependence of
WKH5XVVLDQHFRQRP\RQXQSUHGLFWDEOHÀXFWXDWLRQVLQLQWHUQDWLRQDOPDUNHWVDQGRQWKHRWKHU
KDQGE\IUHTXHQWFKDQJHVLQIRUPDODQGLQIRUPDO³UXOHVRIWKHJDPH´ZKLFKDFFHOHUDWHDV
excessive government regulation grows.
³6KRUWVLJKWHG´ SUHIHUHQFHV VHULRXVO\ KDPSHU UHIRUPV DV WKHLU SRVLWLYH HIIHFWV DUH QRW
XVXDOO\ REVHUYHG ULJKW DZD\ ,W LV WKLV ³VKRUWVLJKWHGQHVV´ UDWKHU WKDQ HUURUV LQ PRQHWDU\
SROLF\ WKDW OLPLWV WKH DYDLODELOLW\ RI ³ORQJ´ PRQH\ LQ WKH HFRQRP\ DQG DFFRUGLQJO\ WKH
LPSOHPHQWDWLRQRISULYDWHSURMHFWVZLWKORQJSD\EDFNSHULRGV7KHPRVWVLJQL¿FDQWFRQVHTXHQFHRIWKLVFRQWUDFWLQJSODQQLQJKRUL]RQLVWKDWLWOHDGVWKHJRYHUQPHQWDQGEXVLQHVVHVWR
WXUQDZD\IURPGHYHORSPHQWVWUDWHJLHVWR³¿[LQJSUR¿W´VWUDWHJLHV²WKLVSROLF\LVUDWLRQDODW
WKHFXUUHQWPRPHQWEXWLWKDVQRSURVSHFWV2QHRIWKHJRYHUQPHQW¶VYLWDOWDVNVLVWRUHVWRUH
the disrupted balance between long-term and short-term goals.
The various measures recently announced, developed or implemented by the government
FDQEHGLYLGHGLQWRWKUHHJURXSV7KH¿UVWJURXSFRQVLVWVRIWKHZLGHO\GLVFXVVHGPHDVXUHV
IRU¿VFDODQGRUPRQHWDU\VWLPXODWLRQRIWKHHFRQRP\ VXFKDVUHGXFLQJWKH%DQNRI5XVVLD
base rate). The second comprises measures to increase budget expenditures (this implies the
weakening of the budget rule) or to provide additional funding for investment projects at the
H[SHQVHRIWKH1DWLRQDO:HOIDUH)XQGRUWKH%DQNRI5XVVLD SURYLGLQJUH¿QDQFLQJIRUORDQV
issued for investment projects), etc. Finally, the third group includes measures to improve the
HFRQRPLFHQYLURQPHQW LQFOXGLQJWKHEXVLQHVVHQYLURQPHQW :HZLOOWU\WRHYDOXDWHZKHWKHU
the measures proposed help make the Russian economy more market-focused and reduce the
risks impeding its growth.
Stimulus measuresDUHDVWDQGDUGWRRORIFRXQWHUF\FOLFDOSROLF\DQGDUHMXVWL¿HGLQDVKRUW
UHFHVVLRQ DVLQRU± +RZHYHULIZHKDYHHQWHUHGDSURWUDFWHGERXWRIORZ
oil prices, then the ensuing massive decline in domestic demand cannot be mended with
PRQHWDU\RUEXGJHWDU\LQFHQWLYHV7KXVLQ2FWREHUDQG1RYHPEHURIXQGHUIDOOLQJRLO
SULFHVHYHQLQFUHDVLQJWKH%DQNRI5XVVLDEDVHUDWHGLGQRWVXFFHHGLQVWRSSLQJWKHWUDQVIXVLRQRIPRQH\LQWRWKHIRUHLJQH[FKDQJHPDUNHW7KHQHWFDSLWDORXWÀRZZDVHVWLPDWHGDW
ELOOLRQLQ2FWREHUZKLFKLVJUHDWHUWKDQWKHWRWDORXWÀRZSUHGLFWHGE\WKH5)&HQWUDO%DQN
for 2014. The process could only be slowed after providing liquidity to the banks. It is clear
WKDWDVRIWHUPRQHWDU\SROLF\ZRXOGKDYHRQO\OHGWRIXUWKHUFDSLWDORXWÀRZLQVWHDGRIJURZWK
LQGRPHVWLFGHPDQG:HEHOLHYHWKDWDSURSRVDOWRXVHLQFHQWLYHVLVDQH[DPSOHRIVWDQGDUG
recommendations that will not work in the current non-standard situation.
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In the second group, the measures that involve increasing budget expenditures and funding
additional large-scale projects are aimed at replacing external resources with other sources, and
they mainly suggest giving away these resources to public companies. This means that attempts
are being made to preserve the old model instead of creating a new one. Moreover, heavy
constraints arise when implementing these types of measures. First, their funding sources are
QRZUHSUHVHQWHGE\WKHVDYLQJVDFFXPXODWHGLQWKH1DWLRQDO:HOIDUH)XQGGXULQJWKHSHULRGRI
stable improvement in the oil markets. In other words, the sources are the quite limited remains
RIH[WHUQDOVXUSOXVUHYHQXHV7KHUHIRUHWKLVFDQRQO\UHVXOWLQDVKRUWWHUPUHYLWDOL]DWLRQRI
production until the reserves are exhausted. Second, as demonstrated by the analysis of internaWLRQDOH[SHULHQFHLPSOHPHQWLQJLQIUDVWUXFWXUHSURMHFWVSRVLWLYHO\LQÀXHQFHVHFRQRPLFJURZWK
primarily while such projects are underway. Afterward, one cannot expect any noticeable accelHUDWLRQLQJURZWK :DUQHU 7KLUGSXEOLFLQYHVWPHQWVRQO\DFFHOHUDWHJURZWKXQGHUVWULFW
SXEOLFFRQWURORIWKHLUHI¿FLHQF\ ZHZLOOKDYHWRLQYHVWJUHDWHIIRUWLQWKLVDUHD ZKLOHORZ
TXDOLW\DQGH[FHVVLYHSULFHVRIIVHWWKHLUSRVLWLYHHIIHFWV 0
 RUR]XPLDQG9HLJD 'XULQJ
WKH¿QDO\HDUVRIWKH8665QRWZLWKVWDQGLQJWKHYHU\KLJKDFFXPXODWLRQUDWH ±
*'3 DQGWKHLPSOHPHQWDWLRQRIPHJDSURMHFWV HJWKH%DLNDO$PXU5DLOZD\ WKHJURZWK
UDWHRIWKH5XVVLDQHFRQRP\FRQVLVWHQWO\VORZHGGRZQ 3RQRPDUHQNR 
2QWKHZKROHRQHPD\FRPHWRWKHFRQFOXVLRQWKDWPDMRUSURMHFWVPD\H[WHQGWKHOLIHRI
WKH³UHVRXUFHEDVHG´PRGHO+RZHYHUWDNLQJLQWRDFFRXQWWKDWUHIRUPVDUHDVDUXOHFDUULHG
out when acutely needed, the actual result of the second group of measures would be to delay
the creation of a new growth model, i.e., the loss of precious time.
An example of measures to improve the investment climate and business environment
LVWKH³URDGPDSV´LQFOXGHGLQWKH1DWLRQDO(QWUHSUHQHXULDO,QLWLDWLYH 1(, LQYROYLQJWKH
UHPRYDORINH\OLPLWDWLRQVRQEXVLQHVVDFWLYLWLHV2QHRIWKHPLQYROYHVUHGXFLQJWKHQXPEHU
of administrative procedures necessary to obtain a construction permit from 51 in 2012 to
11 in 2018 and their duration from 423 days to 56 days. Successful implementation of these
PHDVXUHVPD\PDNHWKH5XVVLDQHFRQRP\VXEVWDQWLDOO\PRUHDWWUDFWLYHWRLQYHVWRUV+RZHYHUVROYLQJWKHVHWDVNVLVYHU\GLI¿FXOWEHFDXVHWKHUHVXOWVZLOOEHGHWHUPLQHGQRWRQO\E\
changes in the regulatory framework but also by the practical actions of authorities at all levHOVDFURVVWKHFRXQWU\7KHUHIRUHDPRGHUQL]HGUHJXODWRU\IUDPHZRUNPXVWEHDFFRPSDQLHG
E\VWURQJLPSURYHPHQWVLQWKHSXEOLFDGPLQLVWUDWLRQV\VWHP2WKHUZLVHWKHVHUHIRUPVPD\
VKDUHWKHVDPHIDWHDVWKHXSGDWHG&XVWRPV&RGHDGRSWHGLQ'XULQJLWVGHYHORSPHQW
as with the road maps today, ambitious quantitative goals were set for facilitating customs
clearance for imports and exports. Nevertheless, Russia ranked 155th out of 178 countries by
WKLVLQGLFDWRULQWKH:RUOG%DQN¶V'RLQJ%XVLQHVVUDWLQJ :RUOG%DQN 
7R VXPPDUL]H ZH FDQ VD\ WKDW WKH PHDVXUHV GLVFXVVHG RU LPSOHPHQWHG WRGD\ DUH QRW
consistent with the scale of the problems facing the Russian economy. A new growth model
should be based upon strong incentives for companies, as well as the public administration
V\VWHPWRLPSURYHHI¿FLHQF\7KHDFWLYLW\RIWKHODWWHUPXVWEHRULHQWHGDVPXFKDVSRVVLEOH
WRZDUGFUHDWLQJIDYRUDEOHFRQGLWLRQVIRUHFRQRPLFJURZWKDQGPLQLPL]LQJDOOW\SHVRIHFRnomic and institutional risks.
The complexity of the basic conditions in which this objective is to be achieved can be
illustrated with a number of examples.
4.1. Public administration
1. The greater the number of employees in the public administration sector in Russian
UHJLRQVWKHSRRUHUWKHLUHFRQRPLFSHUIRUPDQFH /LEPDQ :HEHOLHYHVXFKDSDUDGR[Lcal connection is caused by growth in the regulatory burden as bureaucracy grows.
2. An analysis of factors determining the probability that a governor was reappointed
in a region between 2005 and 2010 showed no dependence on the economic results of that
region (Reisinger and Moraski, 2013). At the same time, A. Yakovlev (2015) notes that

Author's personal copy
47

Ⱥ.XGULQ(*XUYLFK5XVVLDQ-RXUQDORI(FRQRPLFV  í

in China, the promotion of regional administrators is determined primarily by the results
achieved in the territories under their administration, which probably made the outstanding
performance of the country possible.
$FFRUGLQJWR5)3UHVLGHQWLDO'HFUHH1RGDWHG$XJXVWWKHXQHPSOR\PHQW UDWH VHUYHV DV RQH RI WKH FULWHULD WR HYDOXDWH WKH HI¿FLHQF\ RI H[HFXWLYH DXWKRULWLHV
Theoretically, unemployment can be reduced by creating favorable business development
FRQGLWLRQV+RZHYHUDVLPSOHUPHWKRGLVRIWHQXVHGLHLQIRUPDOOLPLWDWLRQVDUHLPSRVHG
RQHPSOR\HHGLVPLVVDO$VDUHVXOWPDQ\PRGHUQL]DWLRQSURMHFWVEHFRPHXQSUR¿WDEOHRUDUH
made impossible.
2QHRIWKHYLWDOLQFHQWLYHVIRUUHJLRQDODQGPXQLFLSDODXWKRULWLHVWRFUHDWHIDYRUDEOH
business conditions is the interest in expanding the tax base to increase their own budget
UHYHQXHV+RZHYHUWKLVLQFHQWLYHFHDVHVWRKDYHDQHIIHFWLIWUDQVIHUVIURPWKHFHQWHUDUHUHduced when tax collection increases. An econometric analysis of the distribution of transfers
between municipalities does not allow the hypothesis about such compensation to be rejected
(Alexeev and Kurlyandskaya, 2003). To solve this problem, an effective mechanism of distributing federal transfers between regions was developed for the objective calculation of
WUDQVIHUVWROHYHORXW¿VFDOFDSDFLW\+RZHYHULWVVSHFL¿FZHLJKWKDVEHHQGHFUHDVLQJODWHO\
FRPSDUHGZLWKRWKHU³LQIRUPDO´PHFKDQLVPVWKDWPD\UHGXFHLQFHQWLYHVIRUWKHUHJLRQV
4.2. Business
1. Russia is ranked 120th out of 144 countries surveyed in terms of protection of property
ULJKWV :() ,WLVFOHDUWKDWWKHVLPSOLFLW\RIWDNLQJRYHUDQRWKHUSHUVRQ¶VSURSHUW\
reduces the incentives for investment, as successful growth increases the chance of losing the
EXVLQHVVRUHQWDLOVWKHQHHGWR³SD\RII´
2. In terms of the regulatory burden on businesses, Russia was ranked 111th out of 144
:() 
$MRLQWLQYHVWLJDWLRQE\WKH:RUOG%DQNDQG+LJKHU6FKRRORI(FRQRPLFVVKRZVWKDWLQ
each industry within the Russian economy, the labor performance gap between the top quintile of companies and the bottom quintile is a factor of between 10 and 20 (Golikova et al.,
 &RPSDQLHVRXWVLGHUVDFFRXQWIRUDQLQVLJQL¿FDQWSRUWLRQRIWKHRXWSXWEXWDVXEVWDQWLDOVKDUHRIPDWHULDOUHVRXUFHVDQGHPSOR\HUV7KLVFRQ¿UPVWKHSUHYDOHQFHRIVRIWEXGJHW
FRQVWUDLQWVLQWKH5XVVLDQHFRQRP\7KHXWLOL]DWLRQRIDODUJHQXPEHURIWRROVWKDWKHOSDOO
FRPSDQLHVVXUYLYHPD\EH¿JXUDWLYHO\FDOOHG³LQGXVWULDOSDWHUQDOLVP´
4. In terms of innovative activity, Russia lags behind not only the most developed countries
but all of the emerging markets (Table 7).8 This points to very weak incentives for Russian
companies to improve their business performance.
Table 7
Indicators of innovative activity, 2012.
Country

6SHFL¿FZHLJKWRIFRPSDQLHVSXUVXLQJ
technological innovations

Total level of
innovative activity

Russia
%UD]LO
3RODQG
Turkey
South Africa

9.1
41.2
16.2
35.2
65.4

10.3
76.0
28.1
51.4
73.9

Source:+6(
8 Russia has worse indicators of innovative activity, not only compared with countries from Table 7, but with
all of the nearly 50 developed countries and emerging markets for which assessments are contained in the abovementioned source.
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The fundamental nature of the tasks that need to be resolved to build a new economic
JURZWKPRGHO JURZWKLQFHQWLYHPRGHO²*,0 UHTXLUHVQRWMXVWLQGLYLGXDOLQFHQWLYHPHDsures but profound changes in economic policy and the public administration system, implePHQWLQJVWURQJLQFHQWLYHVWRLQFUHDVHHI¿FLHQF\,WLVLPSRVVLEOHLQDVLQJOHDUWLFOHWRSURYLGH
GHWDLOHG SURSRVDOV RQ DOO RI WKH LVVXHV WKDW DULVH DORQJ WKH ZD\ :H FDQ RQO\ RXWOLQH WKH
general directions. The following key tasks must be resolved to build a GIM.
,WVKRXOGEHQRWHGWKDWIRUHDFKGLUHFWLRQVSHFL¿FSURSRVDOVKDYHEHHQGHYHORSHGWKDWLI
implemented, could bring about dramatic progress.9 Moreover, serious measures have been
GH¿QHGIRUPDQ\NH\LVVXHVWKDWLQDQXPEHURIFDVHVVKRXOGKDYHEHHQXQGHUWDNHQRQH
and-a-half to two years ago.10+RZHYHUWKHDQDO\VLVVKRZVWKDWWKHVHVWHSVHLWKHUKDYHQRW
been taken or have been implemented only as a formality. New measures are hardly needed
ULJKWQRZ,WLVPRUHLPSRUWDQWWRXQGHUVWDQGZK\SUHYLRXVUHIRUPVDUHQRWEHLQJUHDOL]HGDQG
what measures need to be taken for them to start functioning. Table 8 lists the most important
tasks to be resolved to build a growth incentive model and the measures already proposed
(right-hand column).
2I FRXUVH WKH PHDVXUHV OLVWHG LQ WKH ULJKWKDQG FROXPQ RI7DEOH  VKRXOG QRW EH FRQsidered adequate to achieve the goals; they only provide a direction for economic policy to
IROORZ,WVKRXOGEHQRWHGWKDWPRVWWDVNVKDYHEHHQUHFRJQL]HGDVSULRULWLHVDQGDSSURDFKHV
have been outlined. Unfortunately, most of these measures are not being implemented, unOLNHWKRVHLQYROYLQJDGGLWLRQDOJRYHUQPHQWH[SHQGLWXUHVDQGLQYHVWPHQWV+RZHYHUZLWKRXW
improving the quality of public administration, the implementation of state-funded projects
will at best yield limited effects in terms of scale and duration.
As an example, we can cite the law enforcement reform concept developed by the Institute
for the Rule of Law (2013) for the Civil Initiatives Committee.
A diagnostic analysis conducted by the Institute revealed the following systematic reasons
behind the persistently declining quality of law enforcement:
x H[FHVVLYHFHQWUDOL]DWLRQRIODZHQIRUFHPHQWDJHQFLHV
x prevailing vertical hierarchical coordination;
x multiple parallel governance verticals;
x WKHSHUVLVWLQJ³WLFNVKHHW´HYDOXDWLRQV\VWHPFDXVHGE\FHQWUDOL]HGJRYHUQDQFH
x a lack of external supervision and communication with local communities and civil
authorities.
The law enforcement agency reform concept includes three main directions:
a) streamlining law enforcement agency management;
E  HOLPLQDWLQJQRQFRUHIXQFWLRQVWKXVUHGXFLQJVWDI¿QJ
c) reforming the system for evaluating and supervising law enforcement agencies.
As a key step in this reform, a three-level police force is proposed at the federal, regional
and municipal levels, with distinct authorities, duties and accountabilities at each level. In
JHQHUDOWKHFRQFHSWSURSRVHVDV\VWHPRILQWHUUHODWHGPHDVXUHVWRIRFXVRI¿FHUVRQVROYLQJ
LGHQWL¿HGLVVXHVZKLOHSUHVHUYLQJDOOQHFHVVDU\ODZHQIRUFHPHQWIXQFWLRQVDQGSHUIRUPDQFH
An example of a task requiring a set of complementary measures is changing the stable
WHQGHQF\WRUHGXFLQJJURVVSUR¿WDVDVKDUHRI*'37KLVLVDQHVSHFLDOO\FKDOOHQJLQJWDVN
considering the workforce reduction, which places additional pressure on labor compensation. First, excessive employment must be eliminated wherever it is present; second, if possible, the labor supply must be increased; and third, wages should not be allowed to grow
faster than labor productivity. An analysis shows where there are reserves for resolving these
9

3URSRVDOVE\.XGULQ  DQG*XUYLFK  DVZHOODV0DXDQG.X]PLQRY  ZHUHXVHGLQGHYHORSLQJ
the measures below.
10 5) 3UHVLGHQWLDO 'HFUHH 1R  ³2Q /RQJ7HUP *RYHUQPHQW (FRQRPLF 3ROLF\´ GDWHG 0D\   5)
3UHVLGHQWLDO 'HFUHH 1R  ³2Q 0DLQ /LQHV RI 0RGHUQL]LQJ WKH 3XEOLF$GPLQLVWUDWLRQ 6\VWHP´ GDWHG 0D\ 
2012.
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Table 8
Tasks and measures required to build a growth incentive model.
Task

Measures required

'UDPDWLFDOO\UHGXFH
the non-market sector,
including public and quasipublic companies that are
mainly guided by nonmarket incentives

%HIRUH'HFHPEHUHQVXUHGHYHORSPHQWDQGLPSOHPHQWDWLRQRIQRQ
core asset divestment plans by companies in which the Russian Federation has
DWOHDVWDVWDNH 5)3UHVLGHQWLDO'HFUHH1R 
%HIRUH0DUFKDQDO\]HWKHHI¿FLHQF\RIFRPSDQLHV³FRQVROLGDWHG´
E\WKHJRYHUQPHQW 5)3UHVLGHQWLDO'HFUHH1R 
,PSOHPHQWDSULYDWL]DWLRQSURJUDP EXGJHWUHYHQXHVFRQWHPSODWHGE\WKH
)HGHUDO %XGJHW /DZ ZHUH 58%  ELOOLRQ LQ  DFWXDO UHYHQXHV
ZHUH58%ELOOLRQ 
 %HIRUH  FRPSOHWH WKH H[LW RI WKH VWDWH IURP FRPSDQLHV LQ WKH QRQ
SULPDU\PDWHULDOVVHFWRUWKDWDUHQRWDI¿OLDWHGZLWKQDWXUDOPRQRSROLHVRUWKH
GHIHQVHFRPSOH[ 5)3UHVLGHQWLDO'HFUHH1R 
5. Restrict the acquisition of shares and stakes in business entities by compaQLHVLQZKLFKWKHVWDWHKDVDPDMRUVWDNH 5)3UHVLGHQWLDO'HFUHH1R 
6. Reduce political or non-commercial instructions from the government to
public companies.

Motivate the executives
of agencies and regions to
support economic growth

%HIRUH6HSWHPEHUVXEPLWDQ5)3UHVLGHQWLDO'HFUHHGUDIWRQLPSOHPHQWLQJDV\VWHPWRHYDOXDWHWKHHI¿FLHQF\RIH[HFXWLYHVDWIHGHUDOH[HFXWLYH
authorities (FEAs) and the subjects of the Russian Federation based on qualiWDWLYHDQGTXDQWLWDWLYHLQGLFDWRUVRIWKHLQYHVWPHQWFOLPDWH 5)3UHVLGHQWLDO
'HFUHH1R 

Create feedback in the
evaluation of regional and
local authorities

%HIRUH6HSWHPEHUPRYHDELOOLQWKH6WDWH'XPDRQH[WHQGLQJWKH
OLVWRIHOHFWHGPXQLFLSDOSRVLWLRQV 5)3UHVLGHQWLDO'HFUHH1R 
%HIRUH-DQXDU\DPHQG5XVVLDQODZWRLQFRUSRUDWHFULWHULDDQGSURcedures (including via telecommunication networks and information technoloJLHV IRUWKHSRSXODWLRQWRHYDOXDWHWKHHI¿FLHQF\RIH[HFXWLYHVIRUUHJLRQDO
)($VWKHLURUJDQL]DWLRQDOXQLWVDQGORFDODXWKRULWLHV 5)3UHVLGHQWLDO'HFUHH
No. 601).

Redistribute a portion
of the authorities and
budget resources to the
regions, enhance local
administrations

6XEVWDQWLDOO\UHGXFHIHGHUDOLQÀXHQFHRQWKHDFWLYLWLHVRIVXEQDWLRQDODXWKRULWLHV
x LQFUHDVH¿QDQFLDODXWRQRP\DWHDFKOHYHORIDXWKRULW\
x restore conditions for local administration;
x augment the role of competition as an economic growth incentive.
0DXDQG.X]PLQRY&K

Eliminate the disincentive
of inter-budget transfer
distribution mechanisms

,QFUHDVHWKHVKDUHRIREMHFWLYHO\FDOFXODWHGVXEVLGLHVWROHYHORII¿VFDOFDSDFLW\
2. Gradually switch to objective methods of transfer distribution to municipalities.

Enhance property
protection

%HIRUH2FWREHUVXEPLWSURSRVDOVWRLPSOHPHQWWKHSULQFLSOHRILQ
GHSHQGHQFHDQGREMHFWLYLW\LQFRXUWGHFLVLRQV 5)3UHVLGHQWLDO2UGHU1R 
 %HIRUH 'HFHPEHU   DPHQG 5XVVLDQ )HGHUDWLRQ ODZ WR UXOH RXW
the possibility of resolving business disputes through criminal prosecution
5)3UHVLGHQWLDO2UGHU1R 

Reduce administrative
control over business
activities

%HIRUH-DQXDU\UHSODFHH[FHVVLYHDQGRULQHI¿FLHQWDGPLQLVWUDWLYH
mechanisms of government supervision in certain industries with alternaWLYHPDUNHWPHFKDQLVPVLQFOXGLQJOLDELOLW\LQVXUDQFH 5)3UHVLGHQWLDO2UGHU
No. 601).
2. Introduce the presumption of innocence principle for businesses; switch
from supervision on the part of executive authorities to damage reimbursePHQWVROXWLRQVZLWKLQFLYLOODZ 0DXDQG.X]PLQRY&K 

(YDOXDWHWKHHI¿FLHQF\RI
development institutions
and reform them if
necessary

Their activities have been broken into many scattered projects lately, in some
FDVHVQRWGLUHFWO\UHODWHGWRLQQRYDWLRQV 3UHVLGHQWLDO$GGUHVVWRWKH)HGHUDO
Assembly, 2013).

FRQWLQXHGRQQH[WSDJH
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Table 8 (continued)
Task

Measures required

Enhance competition in
domestic markets

1. Increase the actual weight of the Federal Anti-monopoly Service, focusing it
on eliminating market-entry barriers and countering the monopolistic activities
of large companies.
2. Continue reforming natural monopolies.

'LVPDQWOHWKHH[LVWLQJ
V\VWHPRI³VRIWEXGJHW
FRQVWUDLQWV´ ³LQGXVWULDO
SDWHUQDOLVP´

'LVFRQWLQXHJRYHUQPHQWVXSSRUWIRULQHI¿FLHQWFRPSDQLHVHOLPLQDWHEDUULHUV
for insolvent companies to exit the market.

Abandon paternalistic
social policies

In particular, improve the targeting of social aid, which should be provided based
RQWKHSRSXODWLRQ¶VQHHGV %XGJHWDU\3UHVLGHQWLDO$GGUHVVIRU± 

8WLOL]HVWDWHHFRQRPLF
reserve funds

 %HJLQQLQJ LQ  LQWURGXFH PDQGDWRU\ WHFKQRORJ\ DQG SULFH DXGLWV IRU
DOOODUJHVFDOHLQYHVWPHQWSURMHFWVZLWKSXEOLFLQYROYHPHQW 5)3UHVLGHQWLDO
'HFUHH1R 
%HIRUH-XQHSUHSDUHDUHSRUWRQWKHLPSOHPHQWDWLRQRIPHDVXUHVIRU
the mandatory public review of procurement orders for state and municipal needs
IRUDPRXQWVH[FHHGLQJ58%ELOOLRQ 5)3UHVLGHQWLDO'HFUHH1R 

Enhance competition
in the government
procurement sector

%HIRUH'HFHPEHUFUHDWHPHFKDQLVPVWRDWWUDFWIRUHLJQRUJDQL]DWLRQV
possessing advanced technology to participate in road construction tenders
5)3UHVLGHQWLDO'HFUHH1R 

Implement further reforms
in public sectors

Education, healthcare, law enforcement, and other reforms.

Increase the overall
effectiveness of public
expenditures

$PRQJ WKH PDLQ UHVHUYHV IRU RSWLPL]LQJ IHGHUDO EXGJHW H[SHQGLWXUHV WKH
IROORZLQJZHUHQRWHGLQWKH3UHVLGHQWLDO%XGJHWDU\$GGUHVVIRU± a:
x ensuring long-term balance in the pension system with a gradual reduction
RI VXEVLGLHV IURP WKH IHGHUDO EXGJHW WR WKH 3HQVLRQ )XQG RI WKH 5XVVLDQ
Federation;
x streamlining government procurement;
x streamlining federal institutions and the number of public-sector employees.
These changes should be implemented following careful preparation as part of
WKHUHIRUPVWRLPSURYHSXEOLFVHFWRUHI¿FLHQF\

a%XGJHWDU\3UHVLGHQWLDO$GGUHVVRQ%XGJHW3ROLF\LQKWWSZZZNUHPOLQUXDFWV

issues: a) the number of employees in the public sector is clearly excessive (Russia surpasses developed countries and emerging markets in the number of public employees per
1,000 population); b) in recent years, wages have been rapidly increasing in a number of
publicly funded industries, which later spread to the entire economy; and c) Russia has nearly
the youngest retirement age among comparable countries. In view of the above, the following
measures may be proposed:
x abandon wage increases in the public sector, which are unrelated to growth in its performance;
x streamline the number of public sector employees;
x VZLWFKIURP¿JKWLQJXQHPSOR\PHQW WKHLPSDFWRIZKLFKZLOOKDUGO\EHVLJQL¿FDQW WR
¿JKWLQJIRUFRPSHWLWLYHQHVV
x increase mobility and expand workforce re-training;
x improve regulatory mechanisms for immigration to attract employees needed by the labor
market;
x gradually increase the retirement age.
,WLVQHFHVVDU\WRUHVWRUHLQYHVWRUFRQ¿GHQFHLQWKHPDFURHFRQRPLFVWDELOLW\RIWKH5XVVLDQ
HFRQRP\DVZHOODVLQWKHLQVWLWXWLRQDOFKDQJHSROLF\%RWKLQYROYHVROYLQJORQJWHUPSHQ-
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VLRQV\VWHPLVVXHV7KHLUDFXWHQHVVLVGHWHUPLQHG¿UVWE\WKHIDFWWKDWWKHORQJGLVFXVVHG
changes in the pension system to become effective in 2015 do not solve the aging population
SUREOHPDQGVHFRQGE\WKHIDFWWKDWWKHIXQGHGV\VWHPKDVEHHQIUR]HQIRUWZR\HDUVIXUWKHU
aggravating the long-term imbalance. Investors understand clearly that without robust measures to eliminate these problems, pension-related issues will have to be solved by raising
taxes, which would further reduce incentives to invest in the Russian economy. Many speFL¿FDSSURDFKHVWRFRQGXFWLQJHIIHFWLYHSHQVLRQUHIRUPKDYHEHHQSURSRVHG VHH0DXDQG
.X]PLQRY.XGULQDQG*XUYLFK*XUYLFK 
%XLOGLQJXSFRQ¿GHQFHLQWKHJRYHUQPHQW¶VDFWLRQVZLOOH[WHQGWKHGHFLVLRQPDNLQJKRUL]RQIRUEXVLQHVVHVDQGKRXVHKROGV+RZHYHUWKHDXWKRULWLHVZLOOQHHGWRDYRLGLQFRQVLVWHQW
actions when measures are canceled or revised shortly after they are announced.
,WLVHVSHFLDOO\LPSRUWDQWWRUHVWRUHLQYHVWRUFRQ¿GHQFHLQWKHSURVSHFWVIRULPSURYLQJWKH
business environment in Russia. As a general principle, a long-term moratorium on deteriorating the business environment may be introduced. In the event of urgent necessity, changes
could be adopted that would have indirect negative consequences on the business environPHQWDOWKRXJKWKLVVKRXOGEHRIIVHWE\RWKHUPHDVXUHVWKDWHQVXUHVLJQL¿FDQWEHQH¿WVIRU
businesses.
It is important to support previously formed trends, particularly the borrowing of adYDQFHGWHFKQRORJ\7KLVDSSURDFKKDVEHHQUHFRJQL]HGDVWKHPRVWHIIHFWLYHIRULQFUHDVLQJ
productivity in the countries at the same stage of development as Russia. It should be understood that no country is capable of creating all technical innovations from scratch. Thus,
the total research and development expenditures in the 10 leading countries exceed Russia’s
expenditures by more than 30 times (calculated based on purchasing power parity).
As noted above, to build a new growth model, we need to substantially alter the course of
DFWLRQIRUH[HFXWLYHDXWKRULWLHVDQGEXVLQHVVHV+RZHYHUDWWKHLQLWLDOVWDJHWKHPDLQUROH
will be played by the authorities, who will be required to:
x create a new system of incentives as part of the public administration system;
x begin forming a real market environment for businesses;
x showcase by personal example the approaches that may be used to reduce costs and inFUHDVHRSHUDWLRQDOHI¿FLHQF\
The resolution of tasks from Table 8 will enable a large step toward building a new growth
model that is independent of foreign resources. Stronger incentives create demand among
FRPSDQLHV IRU LQQRYDWLRQV ZKLFK PD\ SDUWLDOO\ EH VDWLV¿HG DW WKH H[SHQVH RI LPSRUWLQJ
PRGHUQHTXLSPHQWDQGSDUWLDOO\E\GRPHVWLF5 'HIIRUWV ,QFUHDVLQJWKHHI¿FLHQF\RISXEOLFH[SHQGLWXUHZLOOSURYLGHDQRSSRUWXQLW\WRIXO¿OOWKHJRYHUQPHQW¶VREOLJDWLRQVZLWKRXW
LQFUHDVLQJWKHWD[EXUGHQ$WWKHVDPHWLPHUHGXFLQJSURGXFWLRQFRVWVZLOOLQFUHDVHSUR¿WVDV
well as labor compensation by raising demand and creating opportunities for further technoORJLFDO PRGHUQL]DWLRQ7KH SRWHQWLDO WR DFFHOHUDWH 5XVVLD¶V HFRQRPLF JURZWK ZLOO EH YHU\
high if this plan is implemented.
'LUHFW ORVVHV FDXVHG E\ DQ LQHI¿FLHQW DQWLPRQRSRO\ SROLF\ DUH DW OHDVW  RI *'3
5$1(3$   6LJQL¿FDQW JDLQV DUH FRQQHFWHG ZLWK WKH UHGLVWULEXWLRQ RI UHVRXUFHV WR
PRUH HI¿FLHQW SURGXFHUV E\ UHPRYLQJ VRIW EXGJHW FRQVWUDLQWV 6WUHDPOLQLQJ UHVRXUFH GLVWULEXWLRQPD\KDYHLQFUHDVHG&KLQD¶VWRWDOIDFWRUSURGXFWLYLW\E\±DQG,QGLD¶VE\
± +VLHKDQG.OHQRZ :HEHOLHYHSRWHQWLDOJDLQVZRXOGEHDWOHDVWHTXDOIRU
5XVVLD7KH SRWHQWLDO IRU DGGLWLRQDO JURZWK RI WKH 5XVVLDQ *'3 IURP VXFFHVVIXOO\ LPSOHmenting structural reforms (regulation of commodity markets, the labor market, labor taxes
DQGWKHSHQVLRQV\VWHP LVHVWLPDWHGDWRYHU¿YH\HDUVDQGRYHU\HDUV %RXLVDQG
'XYDO 7KHHFRQRPLFSRWHQWLDOIRUWKHIHGHUDOEXGJHWLVLPPHQVH)RUH[DPSOHWKH
YDOXDWLRQRIORVVHVLQSXEOLFSURFXUHPHQWUHDFKHV58%WULOOLRQSHU\HDU0HDQZKLOHDVLJQL¿FDQWHIIHFWPD\RQO\EHDFKLHYHGIURPWKHUREXVWLPSOHPHQWDWLRQRIDODUJHVFDOHSURJUDP
of coordinated and complementary reforms rather than separate measures. In particular, it
is impossible to achieve positive effects from reforms without adequate property protection
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(Christiansen et al., 2009). The worst course of action is to discontinue all production support
while maintaining excessive government regulation and other pressure on businesses.
The proposed approach to building a new growth model is far from easy, requires strong
SROLWLFDOZLOODQGLQYROYHVXQSRSXODUUHIRUPV1HYHUWKHOHVVZHDUHFRQ¿GHQWWKDWWKHUHDUH
no viable alternatives to this course.
5. Conclusion
6XPPDUL]LQJWKHUHVXOWV
1. Russia has shaped an economic growth model based on transforming oil and gas surSOXVUHYHQXHV ZKLFKH[FHHGHG58%WULOOLRQIURPWR LQWRGRPHVWLFGHPDQG
The model enabled rapid production growth, a record increase in wages across all industries
DQGVRFLDOWUDQVIHUVDQGLQFUHDVLQJPDFURHFRQRPLFVWDELOLW\+RZHYHUEXVLQHVVVWUDWHJLHV
WXUQHGRXWWREHIRFXVHGRQH[SDQGLQJSURGXFWLRQZKLOHLPSURYLQJHI¿FLHQF\IDLOHGWREHcome a priority.
2. In the near future, we can hardly hope for a return of the ideal conditions under which
the imported growth model was shaped. Consequently, there is little chance for the Russian
economy to stop stagnating without creating a new growth model.
3. The problems of the Russian economy are of a persistent nature and cannot be resolved
ZLWKLQGLYLGXDOPHDVXUHVVXFKDVVRIWHUPRQHWDU\RU¿VFDOSROLFLHV7KHUHDVRQVIRUWKHVH
problems are the weaknesses in the market environment caused by the domination of public
and quasi-public companies with distorted incentives (compared with the usual market logic)
DQG³LQIRUPDO´UHODWLRQVZLWKWKHVWDWH
4. The measures discussed or implemented today are not consistent with the scale of problems facing the Russian economy. For the most part, they suggest somehow expanding domestic demand, which will allow the effects of the old growth model to be extended only for
a short period of time but will not help create a new growth model.
5. A new growth model should be based upon strong incentives for both the business and
JRYHUQPHQWUHJXODWLRQV\VWHPVWRLPSURYHHI¿FLHQF\7KHJRYHUQPHQW¶VUHJXODWRU\EXUGHQ
must be radically reduced, and property rights must be protected. It is essential to ensure
strict and equal market accountability for the performance results of all companies, regardOHVVRIWKHLUDI¿OLDWLRQDEDQGRQLQJWKHLQGXVWULDOSDWHUQDOLVPSULQFLSOH
6. A number of the steps required to build a new growth model are mentioned in presidential decrees and other regulatory documents. Unfortunately, most of them are not being
followed or are only partially followed, unlike the frequently passed resolutions on allocating
funds for governmental projects.
7. The potential to accelerate growth in the Russian economy will be very high if the plan
DERYHLVLPSOHPHQWHG+RZHYHULWZLOOUHTXLUHDZKROHVHWRIUREXVWUHIRUPVUDWKHUWKDQ
separate, scattered measures.
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